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2012 Discharge to the Commission

WRITTEN QUESTIONS TO COMMISSIONER
PIEBALGS

Hearing on 26 November 2013

Error rates and horizontal issues

1. Die geschätzte Fehlerquote ist im Bereich Außenbeziehungen im Jahr 2012
mit 3,3% höher als noch die geschätzte Fehlerrate für 2011 mit 1.1%.

Laut des Rechnungshofes ist der Anstieg vor allem auf die Veränderung des
Stichprobenverfahrens des Hofes zurückzuführen.

Dennoch schätzt der Moore Stephens Bericht, im Auftrag der DG DEVCO die
Restfehlerrate der DG DEVCO für das Jahr 2012 auf 3,63%;

Wie kann die Kommission erklären, dass die Fehlerrate der Kommission
höher ist als die Fehlerrate des Rechnungshofes, während die
Kommission selbst systematisch argumentierte, dass die EU-Ausgaben im
mehrjährigen Rahmen betrachtet werden sollen und dass am Ende des
Planungszeitraumes die Fehler korrigiert seien ?

Commission's answer :

The error calculation by the European Court of Auditors and the 2012 Residual Error
Rate (RER) study have to be seen as two distinct exercises with each one following its
own methodology. The sampling approaches and periods are different and the RER
study only samples transactions from contracts closed in the IT Information system
(Common RELEX Information System - CRIS). Also, the RER study includes a
series of estimated errors for cases in which no error was detected but in which not all
necessary documentation could be assembled. Without these estimated errors the error
rate would stand at 2.67% (instead of 3.63%), i.e. below the Court’s error rate.
Besides giving an overall error rate, the benefit of the RER study is also to give a
clear picture of issues concerning the implementation of control systems on which the
Commission has to work. These issues are being tackled by a comprehensive Action
Plan. The gradual implementation of the actions in the Plan will work towards the
standing objective of an error rate below materiality.

2. Der Moore Stephens Bericht weist darauf hin, dass die allgemeine
Restfehlerrate durch vier Fehlertypen entstand: fehlende Dokumentation in
Ausschreibungsverfahren: 15%, nicht wieder eingezogene/unkorrigierte
Fehler: 36% Überbuchungen: 22% und vermutete Fehler: 27%.

Wie rechtfertigt die Kommission die Tatsache, dass nicht
wiedereingezogene/unkorrigierte Fehler zu 36% der Restfehlerrate
beitragen?
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Welchen Einfluss hat diese schlechte Verwaltung der Mittel auf die
Gesamtzahl der Finanzkorrekturen der Europäischen Kommission, über
die in der Mitteilung über den Schutz der EU-Haushalt berichtet wurde?

Commission's answer :

The 2012 Residual Error Rate (RER) study has indeed made it possible to clearly
identify reasons for the errors. Following the conclusion of the study all relevant
services concerned by amounts not recovered or uncorrected errors (some of which
concerning international organisations) were contacted.

As a matter of fact, most of the uncorrected errors were not undetected but the follow-
up had not been properly documented. It appears that the funds have been properly
managed but reporting must be improved. This weakness has been taken into account
in the preparation of the Action Plan following the reservation in the Annual Activity
Report for 2012.

To date, 85% of the errors with financial consequences identified by the study have
been treated, either through a recovery or a documented clarification uploaded in the
IT Information system (Common RELEX Information System - CRIS).

3. Are there causes of the large increase in the error rate from 2011 to 2012,
other than the Court's removal of advances, but inclusion of clearance of
advances from the sample, and what remedies are in place to stop or reverse
this increase?

Commission's answer :

In its Report, the Court states unambiguously that the difference in error rate between
2011 and 2012 for chapter 7 “should be interpreted in the light of the development of
the Court’s sampling approach”. The Court also makes clear that the “clearing of
advances — a new element in the sample for 2012 representing 68 % by value of the
audited population — contributed 3,2 percentage points of the total estimated error
rate for the specific assessment.” Without the methodological change introduced by
the Court of Auditors there would have been no increase compared with 2011, but a
sharp drop of the error rate to 0.1%.

The information note prepared by the Court for the presentation of the Annual Report
(2012 EU Audit in Brief) the Court does not include “External Relations, Aid and
Enlargement” amongst the spending areas where the error has increased.

There would have been a decrease in the error rate for Chapter 7, had the
methodology remained unchanged. However, the error rate under the new
methodology of the Court remains above the materiality level of 2%. EuropeAid has
analysed the errors identified by the Court in the past, has taken into consideration the
results of its own Residual Error Rate Study, and has come to the conclusion that,
even if the design of its control system is essentially sound, there are a number of
elements in its implementation that need to be improved.
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As a result of the reservation that the Director-General for EuropeAid made in his
2012 AAR, an Action Plan was approved in May 2013 and is being implemented as
from 1 September. The Plan addresses the most important causes of error and
implementation issues identified through the RER study, and through the analysis of
the errors found by the Court of Auditors in its Annual Reports for 2010 and 2011.
The measures in the Plan aim at tackling the most relevant issues identified, so that
the error rate continues to decrease in the future.

4. Where are the remaining areas of concern in Budget Support, and where was
most progress made in 2012?

Commission's answer :

The Court of Auditors identified in the 2012 DAS around 50% fewer errors than in
previous years for Budget Support (BS) operations.

The Commission has analysed in detail the reasons for the identified error with a view
of taking measures to prevent them.  This comprehensive analysis covers the DAS
errors for the financial years 2010, 2011 and 2012.

A significant part of the errors is found in a relatively limited number of areas 1)
Weaknesses in PFM progress assessment, 2) exchange rates applied to transfers and
3) evaluation of disbursements conditionality; these account for more than three
quarters of errors in the last three years.

Most of the causes for errors are addressed by the new BS guidelines which have been
phased in during 2012 and are fully applicable since 1st January 2013. The PFM and
disbursement conditions are significantly strengthened and clarified. Furthermore, the
procedure for the verification of the exchange rate procedures applied by the Central
Bank and the Treasury of the partner countries has been clarified.

The new policy and the related guidelines have further improved the governance
structures of BS through the creation of the BS Steering Committee (BSSC) and the
introduction of Risk management frameworks (RMF). The BSSC chaired by the
DEVCO Director General provides strategic guidance early in the decision-making
process. It allows, as well, consulting the Commissioners for Development, ECFIN,
Neighbourhood and the HR/VP as appropriate. All new BS programmes and
disbursements must be submitted to the BSSC for guidance. Since May 2012, 27
BSSC meetings treated 235 dossiers, including 64 new BS operations.

The Commission has already completed 73 RFMs in close coordination with the
EEAS. The RMF is quickly becoming an essential tool allowing for a comprehensive
country-level and global analysis of the risk profile of BS. It is also used as a
complementary tool in programming, designing and implementing programmes and to
inform policy dialogue.
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5. The audit done by the ECA examined 174 transactions. However, the
expenditure in the Court´s Chapter 7 takes place in over 150 countries, so the
sample in each location is bound to be small. What do the Commission´s own
systems and audits now show as the main problematic areas?

Commission's answer :

The audit firms which have signed an audit framework contract with the Commission
prepare annual reports with a summary of the main findings and conclusions resulting
from their audits and verifications. These findings and conclusions are collected into
an Annual Report, which was produced in April 2013 with the summary audit results
of the year 2012.

In 2012 a total of 696 reports were produced, including audits (504), other audit-
related engagements including expenditure verifications (126), verifications of
International Organisations (43) and prior compliance assessments (23).

The most important financial findings in 2012 concern ineligible costs as a result of a
lack of (adequate) supporting documents, expenditure outside the contractual period,
the use of incorrect procurement procedures, budget exceeded and expenditure not for
purpose of the projects. For 2012 these represented 64% of the total amount of
financial findings for consideration by the Commission.

The audits also included a number of management control findings, which primarily
involve structural and systematic weaknesses in the management structures and
internal control systems of beneficiaries of EU funds, such as deficient asset
management, expenditure control, accounting issues, problems with financial
reporting, missing or inadequate supporting documents...

Finally, the reports identified a number of compliance findings, which did not
necessarily result in weaknesses or financial findings. The most important other
compliance findings concern delays in project reporting and the non-respect of
reporting formats required by the Commission, and the contractual requirements for
visibility and publicity not being respected.

Apart from ad-hoc measures taken on the basis of specific audits, the Commission
takes stock of, and draws lessons from, the overall audit findings in the light of the
errors identified through the Court of Auditors and the RER Study.

6. The ECA has found that there is a long delay in carrying out the final
validation of expenditure in many cases (e.g. money to NGO in Guatemala
and support for female teachers in Bangladesh), leading to errors. What are the
Commission's reasons for delay and how is the Commission intending to
improve this?
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Commission's answer :

Time required for the verification and validation of final financial reports by the
Commission depends upon the quality of the report and on the number of ineligible or
questionable items identified during the verification process. It depends also on the
time taken by the beneficiaries or by the local authorities to react on the queries.

I - Bangladesh

Delays were related to the length, nature and complexity of the action, compounded
by difficulties in receiving appropriate information from the local authorities (delays
and incompleteness in reporting), worsened by the need to carry out additional
verification (audits, one on-going) and finally due to unexpected difficulties regarding
relations with the Ministry of Education in charge.

The action in question is complex and part of a Programme for promoting female
teachers in rural secondary schools that started in 1996 (payment of salaries and
construction of hostels for female teachers). Under the "work plan" management
method in force at that moment, the requested format for financial reporting was not
precise, this has since improved with the introduction of the requirements related to
"programme estimates".

The final financial report provided by the beneficiary was verified and controlled by
the EU Delegation, leading to requests for clarifications. Answers and clarifications
were obtained, but not a revised financial report. This delayed the validation process.

The Commission decided to launch a final financial audit to ensure appropriate
protection of the financial interests of the European Union, which also delayed the
validation process.

II - Guatemala

This was a case of serious eligibility error at beneficiary level: VAT was declared,
and some expenditure was incurred out of the implementation period. The Delegation
accepted the Court's findings and proceeded to recover the ineligible expenses. This
particular case was not related to delays in payment.

7. Errors have been identified in EU funds that are managed indirectly. How can
the Commission address the weaknesses and reduce the errors made by
international organisations implementing EU funding?

Commission's answer :

The Commission considers that there have been significant improvements in the past
five years as a result of a permanent dialogue with International Organisations (IOs).
The majority of issues with IOs are linked to the unavailability of documentation
needed for audits or verifications. This has been improving. A good example of this
improvement is the breakthrough achieved in June 2013 regarding the World Bank:
the World Bank announced that it was satisfied with the confidentiality rules of the
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Commission and the Court and that, consequently, it was able to release confidential
information such as salary information.

Moreover, many UN agencies are now sharing internal audit reports, which is a sign
of increasing cooperation and dialogue between both institutions.

The Commission has developed standard terms of reference for verification missions
to the United Nations and is currently working on similar terms of reference for the
World Bank. This significantly helps in making the process of ex-post checks clearer.

As a consequence of the changes in the Financial Regulation applicable to the General
Budget of the EU, namely the changes regarding the scope of the ex-ante pillar
assessments to be performed to all bodies requesting to be entrusted with the
implementation of the EU Budget under indirect management, the Commission has
developed new terms of reference for these assessments, which set stricter standards
and criteria than in previous assessments. Also in the context of the new Financial
Regulation, all framework agreements with International Organisations are being
negotiated. While negotiations of the FAFA with the UN have been finalised,
negotiations with other International Organisations are currently being pursued by the
Commission.

8. The Commission has identified that progress needs to be made on the
implementation of EuropeAid's control mechanisms. How will the
Commission ensure that the implementation is improved and, in addition, what
developments are now being put in place to improve audit including via
CRIS?

Commission's answer :

As a result of the reservation that the Director-General for EuropeAid made in his
2012 AAR, an Action Plan was approved in May 2013 and is being implemented, and
this as from 1 September. The Plan addresses the most important causes of error and
implementation issues identified through the RER study, and through the analysis of
the errors found by the Court of Auditors in its Annual Reports for 2010 and 2011.
The measures in the Plan aim at tackling the most relevant issues identified, so that
the error rate continues to decrease in the future.

As for CRIS, a major overhaul of the IT Information system (Common RELEX
Information System - CRIS) Audit module (EuropeAid's audit information and
reporting system) is being prepared. It is expected to be implemented in 2014.
Moreover, the Commission intends on introducing simplified quality evaluation grids
which can be used by staff managing audits and verifications by the first quarter of
2014.

Staff matters

9. Could you please indicate how many Heads of Unit, Directors and General
Directors per Directorate were employed in DG DEVCO
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a. … in 2012 compared with 2011?

b. ... what was the reason for each change?

Commission's answer : HR

Commission's answer :

On 31/12/2011, DG DEVCO employed 1 Director-General, 8 Directors and 46 Heads
of Unit. On 31/12/2012, there were 1 Director-General, 2 Deputy Directors-general, 6
Directors and 44 Heads of Unit.

Changes in numbers between 2011 and 2012 are due to officials taking up duties at a
higher level (2 Directors moving to a Deputy Director-General function); mobility to
other services in the Commission or the EEAS (3 Heads of Unit), retirement (6 Heads
of Unit) and in one case, resignation.

10. What organisational changes (merging/splitting) occurred at unit level within
the individual directorates? If there were such changes what were the reasons?

Commission's answer : HR

On 01/01/2013 as a result of a reorganisation exercise in DEVCO there were the two
units' mergers:

I. The merger of the two finance, contracts and audit Units that serve the two
thematic Directorates B, Human and Society Development, and C, Sustainable
Growth and Development. This merger did not have any negative impact on DEVCO
financial circuits and helped in providing economies of scale.

II. The merger of the two relevant HR Units, Headquarters and Delegations, and
the creation of a Task Force  in order to carry out front office tasks in relation to
DEVCO's role as centre of gravity, pursuant to Commission Decision C(2012)7200 of
10 October 2012 on the management of Commission resources in Union Delegations.

The merger took place in order to rationalise and improve the efficiency of certain of
DEVCO operations related to human resources. In particular, many back-office can
be carried out in a more effective and resource-efficient manner by a single RRH Unit
in its new configuration.

The two mergers allowed DEVCO to set up two new Units working on Africa,
following the splitting of the Africa Directorate in two distinct Directorates: One
responsible for the East and Southern Africa and a second one responsible for the
West and Central Africa.
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The changes introduced in the organisation chart improve efficiency and allow
DEVCO to better focus its work on the policy priorities.

11. We would appreciate a comprehensive overview of staff on sick leave during
2012, could you please make a comparison with the year 2011 broken down
by the number of staff members that were in sick leaves and by how many
days they were on sick leave?

Commission's answer : HR

A reply to this question will be provided for the Commission in response to the
questionnaire addressed to Vice-President Sefcovic

12. How many days of sick leave concerned Mondays and Fridays in 2012?

Commission's answer : HR

A reply to this question will be provided for the Commission in response to the
questionnaire addressed to Vice-President Sefcovic

13. How many employees in each of the grades AD 12 - AD 16 have joined the
flexi-time scheme in 2012 in DG DEVCO? How many days of free time
compensation was made use of per grade, in 2012? Could you please provide
the data in a table (Grade; % of number of people applying flexi-time in % of
the eligible population in the same grade; Compensation days per person per
year (respective grade))?

Commission's answer : HR

Category (AD12-AD16)

Flexitime Participation ratio*

AD16 AD15 AD14 AD13 AD12

0,0% 0,0% 0,0%
26,4% 42,9%

Number of Recuperation Days per staff effectively applying Flexitime (Annual
Average)*
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AD16 AD15 AD14 AD13 AD12

0 0 0 7,5 5,6

(Officials and Temporary Agents only, delegations are excluded. AD12-AD16
reference population includes Directors-General, Deputy Directors- General,
Directors, Principal Advisors, Heads of Unit, Advisors and Administrators in non-
management positions.

*In order to ensure compliance with Regulation (EC) No 45/2001 on the protection of
individuals with regard to the processing of personal data, when the number of people
(same category and grade) applying flexitime in the DG is under or equal to 5, or no
one applies flexitime in the DG, the data are not presented.

Staff regulations

14. Which costs occurred in 2012 for DG DEVCO staff in Delegations
concerning:

a. Annual leave entitlement

b. the installation allowance

c. taking up duty ticket

d. moving, housing

e. annual travel

f. local conditions allowances

g. weightings coefficients

h. school allowances

i. medical cover

j. accident insurance to family

k. rest leave? If yes, what will be the savings on the respective special
rights

 How many persons were concerned in each of these categories?

Commission's answer : PMO/DEVCO

Label Description
EUR costs

contractual agents
n°

contractual
EUR costs

Officials/Temp. agents
n° Officials/Temp.

agents
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agents

a
annual leave
entitlement

0 0 0 0

b
installation
allowance

443.537,40 94 1.334.385,01 108

c
taking up duty
ticket

6.606,66 23 20.514,88 30

d
moving,
housing

3.875,00 1 0 0

e annual travel
7.789.875,04 766 5.008.975,66 390

f
local
conditions

9.815.798,06 790 10.193.910,15 437

g
weightings
coefficients

117.742,53 78 105.579,41 51

h
school
allowances

3.828.699,85 514 3.637.607,49 339

i medical cover
1.259.227,88 788 1.388.700,61 440

j

accident
insurance to
family

169.737,35 789 189.060,00 440

k rest leave
0 0 0 0

TOTALS
23.435.099,77 21.878.733,21

15. Concerning the current proposals for implementing rules for the revised Staff
Regulation Annex X: Which implementing rules for which subjects in Annex
X are under preparation?

Commission's answer : HR

1. Decision on management of rest leaves according to Article 8 of Annex X

2. Décision relative à l'indemnité de conditions de vie et à l'indemnité complémentaire
visées à l'article 10 de l'Annexe X du statut des fonctionnaires

3. Decision on reimbursements due to officials assigned to non-member countries

4. Decision on home leave for officials, temporary agents and contract agents posted
in Third Countries (second paragraph of Article 7 Annex V to the Staff Regulations)

5. Rules for the implementation of housing policy for the European External Action
Service (EEAS)

International Management Group

16. The following questions aim at clarifying the role and the legal status of the
International Management Group (IMG) which plays an important role mainly
in Palestine and in Kosovo. The IMGs legal status appears to be an
International Organisation (IO). Based on this element the IMG benefits from
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direct award contracts in order to provide technical assistance to the
Palestinian Authorities (PA), recurrently and with no competition.

a. Since which precise date is IMG benefiting from contracts under joint
management rules? How many such contracts are signed between IMG
and EC and what is the total value of and for which beneficiary
countries? Are they considered as direct award contracts? Is IMG VAT
exempted and what is the benefit of this for their own revenues? Is
IMG a non-profit body? Has IMG signed only joint management
contracts with EC or has it also signed contracts under direct
centralised management mode or any other management mode and
when and for which beneficiary country and why was it necessary? Is
IMG regarded by the EU institutions as an International Organisation?
If yes, since when and what is the EU procedure for such a recognition
and at what level of hierarchy is this decision taken, e.g. College of
Commissioners, a Commissioner, a Director-General? Why IMG is not
listed as one of the IOs that DG DEVCO works with in their internal
guidelines and procedures?

Commission's answer :

On the status of IMG
Article 43 of the old Implementing Rules and also 43 of the New Rules of
Application, recognise as International Organisations “international public-sector
organisations set-up by intergovernmental agreements, and specialised agencies set up
by such organisations”.
The Commission services assessed IMG as an International Organisation for the first
time on 27 May 2004, on the basis of the Statute adopted in 1995 (amended in 2003)
and the fact that IMG was created by 17 European Countries under the aegis of
UNHCR, and with the cooperation of DG ECHO of the European Commission. IMG
enjoys the same privileges and immunities as those enjoyed by the UN specialized
Agencies and is recognized as a tax free organization.

IMG is not explicitly mentioned in EuropeAid’s internal rules because there is no
framework agreement with IMG. Even if about 100 organisations have gone through
the prior compliance assessment (pillar assessment), the internal rules only explicitly
mention the 11 organisations with which the Commission has signed a Framework
Agreement.

Award of contracts
Joint Management with IMG has only been used since 2010, when the four-pillar
assessment of IMG was completed (it was later updated in 2012).  So far 8 contracts
have been signed with IMG under Joint Management and they are all on-going (1
from 2011, 4 from 2012 and 3 from 2013). They amount for a total value of 42.8
million euros.

IMG has also signed contracts under direct centralised and decentralised management
modes. As a result of the competitive participation of IMG in framework contracts,
calls for proposals and call for tenders, EuropeAid has attributed 18 contracts to IMG.
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Additionally, 49 contracts resulted from the direct award of grants or the direct
attribution of procurement contracts. Detailed data is available in the table:

Number of
contracts

Amount
contracted (M
euro)

Joint management 8 42.8

Centralised and
decentralised
management

Framework contract
(competitive bidding)

10 1.2

Attribution following a
call for tenders

4 7.1

Negotiated procedures 26 20.1
Award following a call
for proposals

2 0.08

Direct award of grants 23 69.8
Total 73 141

All these contracts are based on the strict application of the Financial Regulations.
These allow, for external actions, both the competitive tendering to international
organisations, and the direct award of a grant, as wellthe use of negotiated procedure
to attribute services, supplies and work contract under certain circumstances (detailed
articles below).

Old FR New FR
Financial
Regulation

Implementing
Rules

Financial
Regulation

Rules of
Application

Direct Award of
Grants

Art. 110(1) Art. 168 Art. 128 Art. 190

Services  Negotiated
procedure

Art. 167 Art. 242 Art. 190 Art. 266

Supplies Negotiated
procedure

Art. 167 Art. 244 Art. 190 Art. 268

Works Negotiated
Procedure

Art. 167 Art. 246 Art. 190 Art. 270

On the basis of the above rules, a contract may be awarded directly in the following
circumstances:
- when the contract to be concluded does not exceed EUR 20 000 (using the 'single
tender procedure');
- in exceptional and duly justified cases, where the factual or legal circumstances
described in the Rules of application of the Financial Regulation are met (extreme
urgency, crisis situation, unsuccessful tender procedure, activities of an institutional
nature entrusted to public sector bodies, ..)  No specific threshold applies in such
cases.

Concerning Palestine, the use of a negotiated procedure is justified by the crisis
situation, which was recognised by the Director General of EuropeAid (the most
recent renewal of such a decision is dated 10 July 2013). The declaration of a crisis
situation allows for the use of flexible procedures where appropriate. Technical
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Assistance to the Palestinian Authority (PA) and technical (IT) support to the
PEGASE system (provided mainly by IMG) are very crucial and critical tasks, the
interruption of which could put the PA and the support to the PA by the EU at serious
risk.

As an international organisation, IMG is considered a non-profit body. As a matter of
general information, under procurement contracts profit is allowed. Under grants and
Joint Management non-profit rules prevail.

VAT exemption is determined on a country-by-country basis in the Financing
agreements. It is not an ad-hoc decision for a concrete organisation but depends on the
applicable legislation in the Beneficiary country, and on particular agreements
between the EU and the relevant country. For IMG, as for any other entity VAT may
therefore be funded by the EU if it is paid and cannot be recovered.

b. How does the mechanism of recurrent and fully predictable direct
awarding during the last 8 years to IMG, ensure the EU financial
interests? Is the identified inflation of costs during the period in
question legitimate? Is the quality of services provided at the required
level? Why IMG's role is irreplaceable and why the European
Commission (EC) is extensively relying on IMG for the
implementation of the PEGASE DFS? How much money the IMG
received from the European Union over the last five years? Is the IMG
excessive/almost exclusive dependency on EU funding duly examined
by the EU services to avoid any distortion or monopoly issues? Is the
IMG information on its website correct, comprehensive and consistent
with the reality around its cooperation with the EU or with their status
and activities? Are the EU tendering and contracting procedures,
applicable to IMG, fully compliant with the provisions of the EU
Financial Regulation and its Implementing rules? Are the contracts
with IMG duly verified during implementation in order to avoid
unlawful cost overcharging (e.g. are the timesheets of the various
contracted experts controlled?) or is the delegation investigating the
cause of unlawful and frequent replacement of IMG experts after
contracting with other experts of a less qualified profile?  Were the EU
officials appointed as Head of F&C in this delegation during these last
10 years are moved away abruptly? If yes, what were the reasons for
that? How many Head of F&C were appointed within the last 10
years?

Commission's answer :

The PEGASE programme is a mechanism of direct financial support (DFS), designed
to meet the very specific needs of the Palestinian Authority (PA), taking into
consideration the limited control it has on its territory and resources. Through this
programme the EU provides support to the PA to meet its recurrent expenditures,
while supporting it in its structural and policy reforms.
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The experience IMG has gained in providing support to institutional and capacity
building activities in middle-income and developing countries, as well as the
significant expertise it can call upon, has given the organisation a set of skills which i-
on occasions – is also called upon to apply also in specific (post-)crisis/(post-)conflict
areas such as in Palestine.

In terms of project and financial management of EU-funded technical assistance
projects, IMG has consistently demonstrated high levels of project management
competencies, high quality of technical expertise, and sufficient management capacity
(including staff, equipment and ability to handle the budgets of financed actions – on
many occasions amounting to more than EUR 2 million).

The Commission does not consider that IMG is irreplaceable. However, and overall,
(i) its profound experience of EU bilateral programmes with the PA (PA), (ii) its vast
experience with similar technical assistance to the PA, (iii) its networks with key PA
decision makers and (iv) the high level of respect it receives from the PA as well as
the EU office in Palestine (EUREP), put IMG in a unique position to carry out critical
technical assistance tasks in Palestine.

The budgets are always thoroughly reviewed during contract negotiation and
implementation in order to ensure sound financial management. The specific
monitoring and reporting requirements for IMG are detailed in the reply to question
17.

Finally, the Commission does not consider that there has been an excessive increase
in the unit costs of the contracts, and is not aware of any instances of unlawful
changes of experts under IMG contracts. All changes in key personnel are carried out
in accordance with approved procedures under the contracts concerned.

For Palestine the amount paid to IMG during the last five years (since January 2008)
has been 16.4 million euros from DEVCO, and 0.3 million euros from the FPI.

The Commission is aware that the continuous use of the same international
organisation as a contractor may be considered as putting EUREP in a position of
increasing dependency on the international organisation over time. This risk is already
being tackled through a change in the procedure for the provision of the services
currently contracted to IMG, for which an international call for tender is being
launched.

The Commission is not responsible for the content of IMG’s website.

In accordance with the requirements of the Financial Regulation, a pillar-assessment
of IMG was carried out in 2010, and updated in 2012, to assess the compliance of the
control system of the international organisation with the EU control standards. The
auditors concluded that its Accounting, Audit, Internal control and Procurement
systems operate in accordance with internationally accepted standards. The fact that
IMG has passed this assessment in March 2013 shows that it is effectively in a
position to jointly cooperate with the Commission in the delivery of assistance.

Finally, regarding the last part of the question, the Head of Finance, Contract, and
Audit Section (FCA) in EUREP, who was appointed in February 2012, was



15

reintegrated back to HQ in January 2013 in accordance with the relevant rules on
reintegration of officials to HQ. This was an internal organisation measure taken in
the interest of the service in order to improve the functioning of the contract, finance
and audit section of the Delegation, which has nothing to do with the relations of the
Commission with IMG. Five Heads of FCA section have been appointed over the last
ten years in this Delegation.

c. Why since 2005, IMG was never subject to a system or financial audit
upon the request of the EC services or any other EU control instances?

Commission's answer :

IMG contracts are regularly audited by external auditors. Different audits of IMG
have recently been finalised (164277 – West Bank & Gaza  and 252490 - Haiti), just
launched (264701- West Bank & Gaza), or  planned (291247 – Egypt),

Moreover, IMG has undergone a pillar assessment, as described in the reply to
question 16b.

Additionally, the financial statements of IMG are also audited by IMG’s external
audit firm Ernst & Young et Associés, Paris, France. This audit firm is registered with
the Compagnie Nationale des Commissaires aux Comptes (the National body of
French Chartered Accountants) and the latter is a member of the International
Federation of Accountants (IFAC).

17. Apparently the European Court of Auditors staff identified elements of
potential collusion and conflict of interest issues during their visit in 2012.

Commission's answer :

Except for a minor non-material- compliance issue in 2012 (not related to IMG
and linked to a calculation error by EuropeAid of an amount of about 1,600 EUR),
and insofar as the Commission is acquainted with the not-yet-published report on
Palestine, the Court of Auditors has not identified any problems with the legality
or regularity of EU funding in Palestine in its Annual or Performance Reports.

a. Does the delegation have in place an antifraud and anticorruption
policy/mechanism as foreseen by the EC relevant rules and guidelines
and how is this implemented or reported to HQ and other EU control
actors?

Commission's answer :

The delegation follows the Internal Control Standards and fully implements them,
notably the one on Ethics and Integrity.
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The DG has a procedure in place – including updates and yearly reminders – to ensure
that all staff is aware. The staff regulations include provisions on the obligations of
officials who in the course of, or in connection with, the performance of their duties
come across “serious irregularities”. The document “Serious irregularities” –
procedures to be followed, gives information on how to proceed.

Furthermore, the aid delivery methods introduced since 2006 (TIM and PEGASE) and
the development policies adopted in the EU co-operation with Palestine are fully in
line with the proposals OLAF made in 2005 to improve the transparency in the use of
funds, the control over the revenues and expenditures of the Palestinian Authority and
the improvement of its internal auditing system.

b. Does the delegation monitor the IMGs operational activity and
reporting adequately so as to eradicate possible collusion or
unnecessary costs?

Commission's answer :

The Delegation also applies the standard monitoring and financial approach to IMG
contracts. There are regular meetings with IMG to assess the work done and to review
the up-coming work schedule. If need be, ad-hoc meetings are held for specific issues,
be it operational or financial. Standard financial verifications are held on the basis of
financial reports and prior to each payment.

Furthermore, reinforced monitoring measures have been put in place given the very
challenging and complex environment, with political and operational conditions
sometimes changing on a daily basis. Following a specific request from EUREP, all
agreements with IMG have been subject to additional requirements (exceptions to the
General Conditions applying to international organisations) particularly in relation to
additional reporting requirements, auditing, and the transfer of equipment (this last
point was applied in order to make sure that the PEGASE mechanism (incl. the
database and the servers) is fully under EU control). The services provided as
Technical Assistance to the PA will be subject to an international tender (contract
prior information notice published on 22 October 2013 – the contract notice is
expected by the end of November).

IMG contracts are being audited in the multiannual Audit Plans for 2011 and 2012.

c. As PEGASE DFS is also funding Gaza related activities, what is the
IMGs role in Gaza and how is this monitored by the EU?

Commission's answer :

IMG provides general technical support for PEGASE Direct Financial Support which
provides assistance to beneficiaries in Gaza benefit (for instance, vulnerable families
under the Vulnerable Families Programme, VPF).
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In addition, under the specific Private Sector Reconstruction Programme (PSRG) in
Gaza, IMG technical experts - together with Ernst and Young auditors – are in charge
of technically assessing the beneficiaries' (private sector businesses) requests for
funding and of verifying that they have used the funds for the ends foreseen by the
PSRG.

In this respect, there is a first layer of control whereby Ernst and Young auditors
verify by default IMG experts' assessment for all transactions above a certain
threshold, as well as for other transactions on a sample basis (e.g. review of
supporting documents, consistency checks of IMG experts' technical assessment,
etc.).

As a second layer, EUREP staff conducts desk reviews on the reports submitted by
IMG and E&Y.

Lastly, as a third layer, EUREP staff– in particular at the start of the programme in
2010 and 2011 – carried out field visits in Gaza (when access to EU staff was not
blocked) to review on a random basis activities implemented by beneficiaries of the
programmes.

The PSRG programme will be operationally finished by the end of 2013.

d. Is there any risk assessment embedded in the delegation’s control
mechanism allowing for systematic monitoring of financial or
reputation risks as foreseen by the EC rules?

Commission's answer :

As a general practice, risk assessment is conducted on EUREP’s contractual portfolio
for each annual audit plan exercise, which resulted in two audits within the Audit
Plans 2011 and 2012 for contracts with IMG.

As regards monitoring of on-going work, the Delegation applies to contracts with
IMG their standard monitoring approach. There are regular meetings with IMG to
assess the work done and to review the up-coming work schedule. If need be ad-hoc
meetings are held for specific issues, be it operational or financial.

Furthermore, given the very challenging and complex environment in which IMG
operates, reinforced monitoring measures have been put in place. Thus, agreements
and contracts with IMG have been subject to additional requirements, in particular in
relation to additional reporting requirements, auditing and the transfer of equipment.

e. Is the internal and/or confidential delegation information workflow
open to potential leaks that may distort competition in tendering
processes or may pre-empty decision-making at EU level related either
to financial management or political choices?

Commission's answer :
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During the tendering process, sensitive information such as Terms of Reference is
only available to those staff members who require access to this information for
professional reasons. All staff members are obliged to declare any conflict of interest
they could incur during the accomplishment of tasks.

Non-disclosure of any potential conflict of interest would expose staff members to
disciplinary sanctions. Members of an evaluation committee have to sign a
confidentiality and impartiality declaration. Rules concerning ethical and
organisational values are regularly brought to the attention of Delegation staff,
including to local agents.

f. Are experts of the IMG and PWC, the latter is entrusted with ex-post/
audit controls over the PEGASE DFS,  still sharing or shared in the
past the same premises (a hotel suite) as their office?

Commission's answer :

IMG has its own offices in Ramallah as well as in Jerusalem. PWC also had and has
its own premises in Ramallah and East Jerusalem.

Back in 2006, the offices of the former TIM (Temporary Interim Mechanism) were
established at the ADDAR hotel where the TIM (PEGASE) IT database was
physically located. At the time, the TIM programme was managed separately from the
Delegation with its own work force which was supported among others by IMG IT
experts on site.  Once the TIM programme was replaced by the PEGASE programme,
in order not to have to move the IT database, IMG IT experts continued to work in the
premises of the ADDAR hotel. In order to technically run the TIM/PEGASE systems
and to perform requested controls, IMG and PWC experts were indeed located in the
ADDAR premises in the past. Since the database was moved to EUREP office in
October 2013, this is not the case anymore.

g. Does PWC apply some kind of “hands-off” policy when it comes to
controlling IMG?

Commission's answer :

There is no “hands off” policy. As far as PEGASE is concerned, IMG and PWC are
independent actors within the overall process of the mechanism.

The Commission is not in a position to comment on a private company's business
practices and policies. However, the Terms of Reference for the audits clearly specify
that PWC has to deliver its report according to internationally recognised standards
and rules.
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h. Does the interaction mechanism between IMG, PA and PWC allow
opportunities for abuse and how is this supervised by the delegation?

Commission's answer :

Data concerning (potentially eligible) beneficiaries are basically transferred through
CDs. The exchange of data on CDs is not the optimal solution in absolute terms, but
was justified given the particular operational context. EUREP is looking into ways of
further automating data transfer in a secure way, e.g. through electronic
communication on a dedicated section of the database.

According to the procedures put in place, the information flow on the PEGASE
mechanism between all involved parties should always transit through EUREP.
Therefore EUREP is able to control the information flow and to minimise the risk for
abuse.

i. Why under the PEGASE DFS programme the ex-ante and ex-post
controls are fully outsourced, while this practice does not apply to any
other beneficiary country? As the controls are outsourced, is the EC
monitoring and supervision mechanism adequately implemented so as
to minimise risks to financial loss and reputation damage? Is the cost
of these outsourced controls reasonable and justifiable? What are the
costs for these outsourced controls?

Commission's answer :

It should be noted that PEGASE DFS is a unique system put in place given the very
particular situation in Palestine. Therefore, the modus operandi for running PEGASE
is also singular. Given the complex nature of the system, professional audit services
provided by internationally reputable audit companies are necessary.

The Delegation closely monitors the auditor's work, e.g. through the review of draft
audit reports.

As far as the Commission is aware, the controls and checks put in place by the
auditors and EUREP are appropriate for their objectives.

The cost for the previous PWC audit contracts (PEGASE VPF+CSP programs)
amounted to 7 MEUR over 7 years. In 2013 the Delegation has tendered out the audit
services and new audit contracts were concluded with different companies for the
amounts of 914,550 EUR for ex-ante audits with Deloitte and EUR 371,250 for ex-
post with Mazars, for a duration of 18 months each.

PEGASE DFS PSRG program is audited instead by E&Y.  The cost of this audit
activity was 284,405 EUR and the operational duration of the contract ran from 19
April 2010 until 18 August 2013. For information, the beneficiaries under PEGASE
are also screened against the international sanctions list via a specific software.
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18. The international Management Group (IMG) receives financial support from
the Commission for various projects throughout the world.

a. Taking into account the recent articles in the press (from 15/10/2013
onwards) regarding the up-coming ECA report on Palestine, how many
of those contracts are on-going in Palestine? Since when is IMG
benefiting from contracts signed with the EC for activities in
development? How many contracts and what is the total value of?

Commission's answer :

In Palestine, 2 operational contracts with IMG are on-going (1 DEVCO, 1 FPI).

The first contract with IMG was concluded in 1995 for Bosnia and in 2002 for
Palestine. There were 17 contracts concluded in Palestine for a total value of EUR 29
million (16 DEVCO, 1 FPI). The total number of contracts signed between the
Commission and IMG is 73, as specified in the answer to question 16a.

As of 31 December 2012, IMG was implementing 11 contracts for a value of EUR 39
million, broken down as follows:

Azerbaijan 1.1

Egypt 5.9

Kosovo 0.2

Lebanon 6.3

Libya 15.6

Myanmar 7.0

West Bank and Gaza Strip 3.0

b. What is the scope of all the contracts signed between EC and IMG?
Are they for Technical Assistance (TA) to the beneficiary country or
other? What are the specific policy domains for this TA or other type
of input?

Commission's answer :

The contracts signed with IMG in Palestine either relate to Technical Assistance (ex
for Palestinian ministries/agencies) or to technical support for operating the PEGASE
DFS system.

The contracts signed in other Neighbourhood countries are also TA contracts, for
example TA to the Egyptian administration (Ministry for Administrative
Development and Ministry for Local development), or Technical Assistance in order
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to help with the identification and formulation of the Justice Reform Programme in
Tunisia.

c. IMG is implementing 11 contracts with the IMG for a value of EUR 48
508 188. Could it be clarified which of the above 11 (plus Dutch
Antilles) countries are listed as post-conflict zone countries?

Commission's answer :

Incidentally, the figures of the question do not exactly match the 11 contracts
managed by IMG as of 31 December 2012 (as matter of fact, the figures of the
question are the same used for a parliamentary question answered in the course of
2013, and correspond partly to other contracts, like the one in South Sudan).

DEVCO, ELARG and FPI were implementing 14 contracts during 2012 with IMG(3
of which were closed before the end of the year), for a total amount of EUR 39 372
478. Among these contracts, 93% relate to conflict affected countries.

‘Post-conflict zone country’ is not a concept that follows a standard terminology. In
the context of the new EU approach to fragility and crisis, for operational purposes
the term “fragile and conflict-affected countries” was adopted drawing on the OECD
list of fragile states and on the EU crisis declaration list.

With this understanding, considering the countries where IMG was implementing
contracts during 2012, Egypt, Haiti, Kosovo, Lebanon, Libya, Myanmar, West Bank
and Gaza were considered as fragile and conflict affected, representing 93% of the
contracts implemented during the year 2012.

i. Is the EU funding to IMG creating any dependency on IMG’s
overall existence and vice-versa? Is the EC relying too much on
IMG when it comes to contracts in post-conflict zone
countries?

Commission's answer :

Please refer to the reply to question 16b.

19. Are there any past investigations on IMG which are now closed? If yes, when
did they take place, how were they closed and what were the findings and the
reason for those investigations?

Commission's answer :

In 2006 and in 2008 OLAF carried out two investigations concerning IMG. They
concerned allegations of embezzlement in an EU funded road rehabilitation project in
Palestine, and irregularities in the implementation of EC funded projects in Iraq. Both
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investigations were closed as non-cases since the allegations could not be
substantiated.

20. Following a written question (E-008747/8/2013) to the Commission and the
EEAS on IMG there are two former IMG-staff members which are now
working in its services as local members of staff. Where are they employed by
the EC and since when? Are they involved in any tasks that may entail a
potential conflict of interest? What is their job description? What was their job
description in IMG? Did the EC prior to their employment duly examine the
potential conflict of interest and was it declared by those EC local staff
members? How is this information communicated to their supervisors? How
were they selected and was any EC staff included in the selection
committee/process that has first degree family relations with IMG senior staff?

Commission's answer :

One person who formerly worked on the TIM (Temporary Implementation
Mechanism) file in IMG is employed as a Task Manager in the Finance, contracts and
Audit Section of the Delegation. The other, formerly employed for administrative
support tasks in IMG, is employed for secretarial tasks in the same section.  The
Commission is not in the possession of their job description with their former
employer IMG.

During the selection process of the staff in question, all relevant rules and procedures
were applied. All staff members are obliged to declare any conflict of interest they
could incur during the carrying out of tasks. Non-disclosure of any potential conflict
of interest would expose staff members to disciplinary sanctions.

Likewise, members of an evaluation committee have to sign a confidentiality and
impartiality declaration. Rules concerning ethical and organisational values are
regularly brought to the attention of Delegation staff including local agents.

In their current assignments as financial task manager and administrative/secretarial
support in the Delegation, both staff members are not considered to be involved in
tasks that may entail a potential conflict of interest with regard to IMG. They are not
in such a position that could enable them to have the opportunity to unduly influence
decisions which are taken by the Delegation on files related to IMG.

This aspect is re-assessed on a frequent basis.

d. Were there more such cases in the past? If yes, please provide the
number of and the location.

Commission's answer :

For Palestine, the answer to question 20 is comprehensive.
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21. Can the Commission state whether any family members of IMG employees
are working in its services as local members of staff?

Commission's answer :

A member of local staff is not legally obliged to declare his/her spouse/partner
activity, but rules concerning ethical and organisational values are regularly brought
to his/her attention. Therefore, the Commission does not keep records on the family
members of Delegation’s local staff.

However, in Palestine, the Commission has been made aware that two local agents of
secretary level do have family relations with IMG employees. These specific cases are
currently under examination.

e. Did EC duly inform EEAS as those staff maybe under EEAS staff
supervision?

Commission's answer :

The personnel files are held by the Admin Section of EUREP depending on the
EEAS. The Head of Delegation signs off all recruitments, and is in charge of all staff
matters. In addition, EEAS HR services in charge of Local Agents hold personnel
files on staff including their CVs where their prior employments are stated (such as in
the case of the 2 local agents concerned).

f. Are the EC or EEAS having any embedded internal procedures to
identify such cases?

Commission's answer :

In application of Internal Control Standard 2, the European Commission and the
EEAS have internal procedures in place (including updates and yearly reminders) to
ensure that all staff including local agents are aware of relevant ethical and
organisational values, in particular ethical conduct, avoidance of conflicts of interest,
fraud prevention and reporting of irregularities. All key documents concerning ethical
conduct and related obligations are readily available on the EEAS Ethics Zone page.

g. How many former EC staff are currently employed by IMG and until
when such staff was last employed by the EC? Was the potential
conflict of interest duly followed-up by the EC services? Are such staff
currently employed in IMG in a position that creates a potential
conflict of interest?

Commission's answer :

The Commission is only aware of one special advisor to the Standing Committee of
IMG being a former Commission official. He received a prior authorisation according



24

to the applicable EU rules for such an activity (art. 16 of the Staff Regulations) on 4
April 2013, including a two-year restriction from dealing with grant or contract-
related files pertaining to DEVCO in the Neighbourhood Area, with a particular
mention of the following countries: Algeria, Armenia, Azerbaijan, Belarus, Egypt,
Georgia, Israel, Jordan, Lebanon, Libya, Moldova, Morocco, Palestine, Syria, Tunisia
and Ukraine.

22. How does the Commission ensure that any conflicts of interest of this kind are
made known?

Commission's answer : SG, HR

Please refer to the reply to question 21.f

All staff members are obliged to declare any conflict of interest they could incur
during the accomplishment of tasks. Non-disclosure of any potential conflict of
interest would expose staff members to disciplinary sanctions. Members of an
evaluation committee have to sign a confidentiality and impartiality declaration.
Under the standard local agents' employment contracts, breaches of confidentiality are
classified as serious misconduct warranting immediate dismissal. All local agents sign
a declaration of confidentiality prior to taking up duty.

As regards post-office activities, before adopting a decision authorising any such
activity within two years after leaving office, the compatibility with the interests of
the institution and possible risks of conflict of interests are duly examined.

h. How is the declaration of conflict procedure embedded in the internal
monitoring procedures of the EC? Were there any disciplinary actions
taken for any local staff not having declared the potential conflict of
interest to their supervisor?

Commission's answer : HR, SG

See reply to question 20.

i. Are the proceedings of the Evaluation Committees available for
handling only to those having signed the confidentiality and
impartiality declaration? Are there cases where administrative support
staff (e.g .secretary) may have/had access to confidential documents of
an on-going evaluation committee without being/having been member
of the evaluation committee as such? Are there EC/internal procedures
for such cases and who is responsible for monitoring them?

Commission's answer : HR, SG
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The proceedings of the Evaluation Committees involved in Call for Tenders/Proposals
are available for handling only to those having signed the Declaration of Impartiality
and Confidentiality (i.e. all members of the Evaluation Committee and any observer).

Therefore, the only Secretary having access to these proceedings is exclusively the
one belonging to the Committee itself.

This is very clearly spelled out in the Practical Guide to Contracts Procedures, PRAG,
point 2.8.2:

“Apart from the tender opening session, the proceedings of the Evaluation Committee
are conducted in camera and are confidential for supplies and works tenders. For
service tenders and calls for proposals, the proceedings of the Evaluation Committee,
from the opening of tenders/proposals to the conclusion of the work of the Evaluation
Committee, are conducted in camera and are confidential. If its law conflicts with the
confidentiality required, then the Contracting Authority must obtain prior
authorisation from the European Commission before disclosing any information.

In order to keep the proceedings confidential, attendance at Evaluation Committee
meetings is strictly limited to the members of the Committee appointed by the
Contracting Authority and any authorised observers (including designated assessors in
the case of call for proposals see 6.4.7.2.).

Apart from the copies given to any assessors(s) or EU delegations in a call for
proposals, the tenders or proposals must not leave the room/building in which the
committee meetings take place before the conclusion of the work of the Evaluation
Committee. They must be kept in a safe place when not in use.”

Both the Contracting Authority (under decentralised management) and the European
Commission (in its ex-ante controls or under centralised management) have to make
sure that the above is observed. In addition, they have to check that a proper
Evaluation Committee is set up in advance, that all the Declarations of Impartiality
and Confidentiality are signed before the opening and that the deliberations are
summarised in an evaluation report.

23. Was/Is there any link between IMG and the UN? Are now or in the past IMG
staff benefiting via these contracts of enhanced diplomatic status, granted
using the EEAS internal procedure foreseen for EEAS/EC staff working in
delegations? Does any other EU funds' beneficiary enjoy such privileges?
Does IMG staff use in their representation in third countries the EU logo on
their business cards or cars used by their experts?

Commission's answer :

IMG was founded under UN auspices, in particular under the UN High commissioner
for Refugees. However, it works with the Commission as a completely independent
body, and it is not part of the UN FAFA (Financial and Administrative Framework
Agreement).
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Contracts awarded by the Commission do not provide any diplomatic status to the
staff involved in their implementation. Actions by the different implementing
organisations remain actions of those organisations even if EU financial contribution
is provided.

However, the Commission demands visibility of the EU contribution. Contractors or
entities managing EU funds must ensure the visibility of EU financing. These
requirements are included in the contracts and agreements signed with them and are
based on the guidelines provided in the Communication and Visibility Manual for EU
External Actions.

Egypt ECA Special report

24. Commission policy requires countries receiving budget support to implement
a public finance management (PFM) reform plan and approximately 60% of
EU assistance is being channelled through budget support. However, the
Commission has not required the Egyptian authorities to establish a reform
plan. Why?

Commission's answer :

When adopting Sector Budget Support (SBS) programs in Egypt the Commission
asserted that sufficient elements of PFM reforms were in place,- even if these were
not combined in one single document - to meet the eligibility criteria. Moreover we
remain convinced that this approach has produced results in terms of gradual
improvements of PFM in Egypt and a heightened awareness of its importance among
decision makers. Given the recent developments, current conditions do not allow any
budget support disbursements or adoption of new Budget support programs.

The preparation of a PFM Reform plan has been an important component of the
dialogue with Government. Already before 2008 the Commission supported existing
reform efforts through its sector budget support operations (e.g. launch of Treasury
Single Account – SBS Health I; fiscal decentralization and programme-based
budgeting in pilot sectors – Education SBS). The Commission also paid due attention
to PFM issues as early as 2005-2006 during the negotiations of the EU-Egypt action
plan, which included PFM priorities associated with specific benchmarks.

In 2008, the EU supported the implementation of the first PEFA performed in Egypt,
which was an important diagnostic tool to assess the particular issues within PFM in
Egypt. The Egyptian counterparts participated actively in this exercise. Consequently,
the EU supported the preparation and adoption of the PFM Reform Road Map by the
IMF Fiscal Affairs Department in 2011, in close collaboration with the Ministry of
Finance and with involvement of the different development partners involved in PFM.
The PFM Road Map was formally endorsed by the Minister of Finance in January
2012. The PFM Road Map is still used as a reference document for reform by the
Ministry of Finance, even if progress in its implementation has been very slow due to
the instability prevailing in the country. The Commission regularly underlined in its
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policy dialogue the need for a proper PFM Reform Plan that would consolidate (and
possibly expand) existing PFM reform measures into one coherent programme. The
Commission has taken steps to assist the Egyptian authorities in this area, through the
support to the PEFA, via other Technical Assistance to the Ministry of Finance (e.g.
roll-out of a national medium term expenditure framework, (MTEF) and through
specific support to sector PFM related measures via our SBS operations.

25. Why was the Court of Auditor’s recommendation to establish an association
agreement subcommittee specifically devoted to PFM and the fight against
corruption been rejected by the Commission/EEAS?

Commission's answer :

Public Finance Management (PMF) and the fight against corruption is a cross-cutting
issue, which has to be dealt with in a horizontal way rather than in a specific
subcommittee organised in the framework of the Association agreement. The purpose
of the Association Committee is to take stock of technical discussions during the year.
If the Egyptian side had accepted PFM in the informal economic dialogue, as
suggested by the Commission , it would indeed also have been raised at Association
Committee level. The Commission/EEAS will continue to suggest the inclusion of
PFM issues in the agenda of the Economic Dialogue, where it would be appropriate. It
has to be noted however that all agenda items within the dialogue structure are jointly
agreed on.

PFM issues were also recently reviewed, in preparation of a possible Macro-Financial
Assistance (MFA) operation for Egypt. The Commission conducted, through external
independent consultants, a thorough Operational Assessment of Egypt's financial and
administrative circuits, as a standard procedure preceeding the effective
implementation of any MFA operation. The assessment was completed in June 2013.
The main conclusions and recommendations will be reflected in the modalities and
policy conditions of the envisaged MFA, should this operation take place. They will
further guide discussions between DG ECFIN and the Egyptian authorities in the
context of future macroeconomic dialogues.

Corruption matters were discussed in the Subcommittee on Justice and Security,
which met annually until the revolution in January 2011. The EU has an important
project specifically directed at fighting corruption. It was the only significant donor
project launched in this area in the years before the uprising.



28

26. In December 2011 the Ministry of Finance endorsed an International
Monetary Fund (IMF) roadmap which provided the basis for a PFM reform
program, but the Court of Auditors point out that Egypt still lacks a PFM
reform plan. Have any clear milestones been set for the implementation of the
IMF roadmap?

Commission's answer :

The PFM Reform Road Map was prepared by the IMF Fiscal Affairs Department in
2011 in close collaboration with the Ministry of Finance, and with involvement of the
different development partners involved in PFM. The PFM Road Map was formally
endorsed by the Minister of Finance in December 2011. The PFM Road Map was
until recently still used as a reference document for reform by the Ministry of
Finance, even if progress in its implementation has been very slow due to the
instability prevailing in the country. As far as we know there has been no formal
assessment by Government of progress against the milestones included in the Road
Map, but our assessment is that implementation has been very limited.

27. The Commission has not used its sector budget support programs to address
major shortcomings in PFM. Why were these programs not used and are there
plans to use these for this purpose in the future?

Commission's answer :

The Commission did not launch a sector PFM programme but focused on horizontal
dialogue on PFM within its SBS operations (cf. answer to question 24) and on
specific technical assistance interventions. As examples from the education sector, the
Commission financed a Public Expenditure Tracking Survey (one of the main tools to
identify and fight corruption) which was even published by the Ministry of Finance,
supported a sector MTEF (which became the model for a national MTEF) and
supported measures to improve public procurement in education. Partly as a result of
this dialogue during the period, the Egyptian authorities for the first time began to
recognise challenges in PFM, conducted a constructive dialogue with the donor
community, were supportive of a PEFA and subsequently agreed on a roadmap to
enhance PFM. The Commission/EEAS regularly underlined in its policy dialogue the
need for a proper PFM reform plan and has taken steps to assist the Egyptian
authorities in this area, including the conducting of the first PEFA exercise.

Since the uprising, the fight against corruption has become an important issue.

It should be noted that the more recently adopted Sector Budget Support operations
already include an increasing number of variable tranche performance criteria related
to general and sector-specific PFM aspects. In addition the Technical Assistance
support provided in conjunction to the Sector Budget Support is now partially
dedicated to Technical Assistance on PFM matters. TA on PFM is also foreseen by
other bilateral programmes. The Commission will continue to address PFM
challenges within its bilateral cooperation with Egypt in the future.



29

28. According to the Court of Auditors report, Egyptian authorities hold at least 4
billion euro (2.4% of Egypt’s GDP) outside the state budget in “special
funds.” In response, the Commission/EEAS asserted that the issue is being
tackled through treasury control that will be exercised once the treasury single
account (TSA) has integrated all public sector institutions’ bank accounts.
What progress has been made thus far and what is the current status of the
TSA establishment initiative?

Commission's answer :

The comprehensiveness of the budget remains an issue in Egypt. Reporting and
budgeting is most stringent for the core public sector, but consolidation of information
on the broader public sector (state enterprises, military, special funds) remains a
challenge. On the positive side, in 2012 the Ministry of Finance published the
accounts of a number of Economic Authorities (a practice that will need to be
confirmed in following years).

In terms of Treasury management for the core public sector, efforts have been made
to introduce a single treasury account, and these have incorporated an increasing
number of Special Accounts (accounts held outside the single treasury structure, at
commercial banks or at the Central Bank).  Initial progress was very satisfactory
(closure of 5000 bank accounts and integration of funds into the single treasury
account), but indications are that progress has slowed down. It should be noted that a
number of special accounts exist for valid reasons (such as international projects) and
that many special accounts are held with the Central Bank. The development of the
TSA is so far limited to the core public sector. At end December 2011 there were
about 6200 Special Accounts with a total of Egyptian £ 33 billion. The
Commission/EEAS have used the SBS programmes to address this issue, for instance
the health SBS includes a reform indicator monitoring the expansion of the centralised
budget control systems to a number of ministries, which is related to a more
comprehensive control of accounts. The on-going energy and water SBS operations,
not covered under this report, also include reform indicators related to increased fiscal
transparency and accountability of broader public sector institutions.

The upcoming Technical Assistance programme to the Ministry of Finance includes
support to the Treasury function.

Questions on the Key Performance Indicators (KPI) in External Assistance and
Management Report (EAMR)

29. Although data on key performance indicators are available for most of the
delegations, in many cases data are of extremely poor quality. Is this due to
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problems in collection and measurement, reporting, or are data intentionally
poor in order to hide areas of deficiency?

Commission's answer :

The online External Assistance Management Report (EAMR) application which
includes the Key Performance Indicators (KPIs) is a new reporting tool. It was made
available in July 2011 for the EU Delegations to report from the first semester of year
2011.

In 2011 and 2012, around one third of the KPIs encountered some weaknesses in
terms of data quality. These weaknesses have three main origins:

• Missing data in the IT Information system (Common RELEX Information
System -CRIS) which affected the automatic calculation of some of the KPIs. This is
the case for example, for KPI no. 6 (traffic lights on the achievement of the projects’
activities and objectives) and for KPI no. 27, 28 and 29 on the implementation and the
results of the audit plans.

• The fact that some EU Delegations misunderstand the KPI definitions leads to
lack of information or wrong values provided by the EU Delegations (e.g.: KPI no. 22
on the percentage of assistance channelled through country systems, KPI no. 23 on
the number of Project Implementation Units).

• Errors in the formula for the calculation of some KPIs. This is the case for KPI
no. 33 on the number of suspended invoices and for KPI no. 14 on the percentage of
projects which have received time extension.

The objective in the creation of these KPIs was to reinforce the monitoring of the EU
Delegations’ performance in terms of activity, sound financial management and
efficiency of the control systems. There is therefore absolutely no reason for
EuropeAid to undermine the quality of the data or to hide areas of deficiency. On the
contrary, since November 2012 EuropeAid has launched an ambitious exercise for the
revision of the EAMR and the KPIs. The new version of the EAMR which solves the
issues of data quality will be launched on 01/01/2014 for reporting on the year 2013.

30. Why do some Delegation Heads not have an understanding of what is being
asked from them? For example, the Bangladeshi Head, in response to KPI 37
concerning the question whether he considers that the training in which his
staff participated has improved their performance, responded “I have no way
of assessing this and do not think this could become a possible future KPI.”

Commission's answer :

On the basis of the replies and comments made by the Heads of EU Delegations in
their EAMR reports for the years 2011 and 2012, EuropeAid realised that some of the
questions or KPI definitions included in the EAMR were not clear enough to be well
and commonly understood by all Heads of EU Delegations. This is the case for
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example, for KPI no. 22 on the percentage of assistance channelled through country
systems or for KPI no. 23 on the number of Project Implementation Units.

These weaknesses have been addressed in the revised version of the EAMR wherein
the unclear questions or KPIs have either been improved or excluded. The new
version of the EAMR will be launched on 01 January 2014 for the EU Delegations to
use to report on year 2013.

With regards to KPI no. 37 on the impact of learning and development activities,
EuropeAid carried out a pilot project on assessing systematically the impact of
training on staff performance according to international standards (Kirkpatrick 'four
level' model for training course evaluation). These impact assessments have now been
integrated as a standard monitoring tool for all major courses. The information on the
quality and impact of training will be presented in EuropeAid’s annual learning &
development reports.

31. In several KPIs the delegation from Cambodia reported that KPIs had been
affected (and worsened) through a dis- and re-engagement of the World Bank
in Cambodia. What have been the reasons for the World Banks decisions?

Commission's answer :

The issue is related to a complaint that was filed in 2009 (September 4th) by a group
of Non-Governmental Organisations(NGOs) active in land titling, on behalf of more
than 4,000 families living close to Phnom Penh (more precisely around the Boeung
Kak lake), who had suffered or were threatened with forced eviction. It was alleged in
the complaint that the World Bank breached its operational policies by failing to
adequately supervise their Land Management and Administration Project (LMAP),
which denied land titles to the concerned families shortly before the area was leased
by the Government to a private developer. The World Bank Inspection Panel
concluded its investigations on the LMAP, which as a programme was abruptly ended
by the Royal Government of Cambodia that same month. From this point, all new
lending to Cambodia in 2011 was suspended and relationships between the World
Bank and the Government deteriorated (see World Bank Statement of September 6,
2009: http://go.worldbank.org/TFCTB1QZK0).

In 2012 the World Bank started considering a 're-engagement' with Cambodia,
following progress in the settlement of the land dispute. The World Bank remains
nevertheless under constant pressure from civil society to not resume its relationship
as long as the Boeung Kak lake issue, which triggered the 'freeze', is not resolved
completely (hearing of a court case against a community member from this area is due
end November 2013).

32. The delegations in Myanmar, West Bank and Gaza Strip, Bangladesh and
Cuba report negative amounts of funds not yet committed (KPI 11). Why?

Commission's answer :
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DEVCO funds are normally spent following a three stage process: the first stage is the
project, which is usually represented in CRIS as 'a Decision'. At this stage, the amount
for the project is decided and the funds are reserved in a 'level 1' financial
commitment. The second stage is the contract and its funds are taken from a level 1
financial commitment and reserved in a 'level 2' financial commitment. The last stage
is the payment itself.

The difference between the decided amount (committed at level 1) and the contracted
amount (level 2) is known as the RAC (Reste à contracter). KPI 11 measured the
difference between the RAC at the beginning of the period and the RAC at the end of
the period.

However, some contracts are created without a level 1 or a CRIS Decision. The
normal programming cycle is nevertheless respected but without a CRIS decision, it
was impossible to record the project details.  In 2012, this problem was addressed by
creating type 'S' Decisions for these contracts. Since these Decisions do not
correspond to a level 1 financial commitment, they should not have been included in
the calculation of the RAC for KPI 11.

This oversight caused the system to subtract the value of the contract from zero which
led in some cases to negative values for some Delegations. The Delegations noticed
the error and reported the correct figure in their comments (e.g. the Delegation in
Bangladesh).

The correct RAC amounts for these four Delegations at the end of 2012 are: Myanmar
EUR 7.9 million; Bangladesh EUR 101.7 million; Cuba EUR 1.6 million; West Bank
and Gaza Strip EUR 119 million.

Such weaknesses have been addressed in the revised version of the EAMR where
calculation methods for KPIs have been corrected. The new version of the EAMR will
enter into force on 01 January 2014 for the Delegations to use to report on year 2013.

33. 46 delegations report funds of more than 100 million EUR that have not yet
been committed (KPI11). What are the reasons for these unused funds?
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Commission's answer :

The RAC – Reste à Contracter measures the amount that was decided (level-1
commitments: i.e. financing decisions) at the end of the period, but not contracted
(level-2 commitments: i.e. contracts, grants, … ) at that date.

The Delegations with RAC amounts over EUR 100 million regrouped by region are
listed in the table below.

In multiannual projects, like those managed by the Commission, having a certain
amount of RAC is normal as the contracting period (call for tenders, evaluation,
contracting) is long.

In general terms, the evolution of this KPI depends largely on the cycle of new
commitments. In 2011-2012 a vast amount of new commitments came on stream that
will only be contracted in 2013. Moreover, high RAC (and RAL) results from a
combination of factors related to political transition; occurrences of natural disasters
causing increased budgetary allocations and typically delayed
implementation; sometimes poor security; and very often persisting difficulties to
attract sufficient and well-qualified staff.

In the Sub Sahara zone, the increase of the RAC can either be explained by an
increase in the total amount of 1st level commitments in 2012 before any subsequent
2nd level commitments could be awarded, or by de-commitments and closures of 2nd
level commitments in 2012, in which case the freed-up funds go back to the 1st level
commitment.

For West African countries, there were particularly large financial commitments in
2011, most under important Annual Action Programmes, such as Nigeria, Burkina
Faso and Sierra Leone.  In addition, since the region has many fragile countries
additional funds to respond to the post-crisis situation were added for some countries,
such as Ivory Coast.

With regards to Latin America, the situation has improved in the course of 2013
thanks to the efforts made by the delegations to sign contracts quickly once
commitments have been made.

r Name
RAC on 31/12/2012

(EUR)
1 Djibouti 100,670,822.92
2 Angola 103,097,938.43
3 Cameroon 107,539,336.48
4 Mali 107,712,604.70
5 Mauritius 116,352,155.22
6 Sierra Leone 121,094,281.41
7 Mauritania 144,060,294.84
8 Mozambique 148,251,316.08
9 Madagascar 157,056,722.37

10 Zambia 159,096,220.26
11 Ethiopia 164,678,662.54
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12
Central African
Republic 167,853,834.58

13 Kenya 179,292,042.53
14 Malawi 185,563,787.78
15 Chad 191,976,259.18
16 Burkina Faso 193,731,630.45
17 Somalia 209,410,708.96
18 Ivory Coast 244,442,022.02

19

Congo
(Democratic
Republic of the) 337,877,237.69

20 Nigeria 476,290,095.78
Total RAC 3,616,047,974.22

21 Armenia 101,414,209.91
22 Moldova 150,649,720.00
23 Tunisia 152,541,800.94
24 Lebanon 160,678,728.53
25 Jordan 169,484,632.28
26 Algeria 207,039,939.62
27 Ukraine 274,073,582.16
28 Morocco 282,266,931.11
29 Egypt 374,804,417.93

Total RAC 1,872,953,962.48
30 Jamaica 114,502,639.55
31 Nicaragua 127,392,781.30
32 Barbados 154,299,452.14
33 Haiti 173,912,005.10

Total RAC 570,106,878.09
34 Pakistan 109,836,293.28
35 India 147,114,458.31
36 Indonesia 172,477,057.46
37 Afghanistan 359,590,256.39

Total RAC 789,018,065.44

34. 10 delegations reduced the funds not yet committed by more than 100 million
EUR (KPI 11). How is the huge difference between the RAC in 2012 and the
RAC (amounts not yet committed) in 2011 explained?

Commission's answer :

KPI 11 (“Evolution of RAC – Reste à Contracter”) measures the amount that was
decided (level-1 commitments: i.e. financing decisions) at the end of the period, but
not contracted (level-2 commitments: e.g. contracts, grants) at that date. The decrease
in RAC can be caused either by an increase in the amount of contracts or by a
decrease of the amount of the financing decisions, for example because of de-
commitments of such decisions.

In multiannual projects like those managed by the Commission having a certain
amount of RAC is normal as the contracting period (call for tenders, evaluation,
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contracting) is long. Important variations from one year to another are also normal
depending on the differences in new commitments and contracting.

Based on the values provided in the EAMR and after correction of data for
Delegations in West Bank and Gaza strip, Myanmar and Bangladesh (see question nr
32), only 5 Delegations decreased their RAC by more than EUR100 million in 2012:

Nr Delegations RAC 2011 (EUR) RAC 2012
(EUR)

Balance
(EUR)

1 South Africa 194,065,907.93 86,275,483.30 -107,790,424.63
2 Haiti 284,755,916.24 173,912,005.10 -110,843,911.14
3 Nigeria 628,750,988.22 476,290,095.78 -152,460,892.44
4 Lesotho 230,081,001.07 64,368,728.92 -165,712,272.15
5 Kenya 382,561,670.32 179,292,042.53 -203,269,627.79

1. In South Africa, the RAC decreased by EUR 107m as a result of project
closures and new contracts committed following tenders, calls for proposals
and for budget support.

2. In Haïti new contracts were committed in 2012 for an important amount of
EUR 121 million : most important contracts committed were : EUR 71 million
for the project “Programme d'appui à la politique nationale des Transports””
and EUR 33 million for the project « Programme d'appui à la reconstruction et
a l'aménagement de quartiers pour faciliter le retour des populations
sinistrées ».

3. In Nigeria, new contracts were signed for about EUR 270 million while a total
amount of EUR 115 million was commitment at level 1 for new decisions.

4. In Lesotho, many new contracts were committed in 2012 in accordance with
the financial forecasts.

5. In Kenya, the RAC was brought down substantially as many contracts, and
especially one important works contract was signed during the year.

35. 11 delegations increased the funds not yet committed by more than 100
million EUR (KPI 11). Why?

Commission's answer :

Based on the data reported in the EAMR, only two Delegations (Madagascar and
Indonesia) increased their RAC by more than EUR 100 million between 2011 and
2012. The confusion probably came from the table transmitted to the EP providing the
KPI values for each Delegation. This table wrongly displayed the amounts of the
RAC at the end of 2012 instead of the evolution of the RAC between 2011 and 2012.
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DEVCO confirms that (with the exception of Delegations with projects without level
1 commitment i.e. Myanmar, West Bank and Gaza Strip, Bangladesh and Cuba (see
questions nr 32 and 36)) the amounts of RAC reported in the EAMR are correct.

Specific explanation on Madagascar (RAC increase of EUR 127.4 million) and
Indonesia (RAC increase of EUR 113.7 million) are provided below:

• For Madagascar, the significant increase of the RAC at the end of 2012
compared to the previous year is due to the partial resumption of the development
cooperation programs decided by the Council in December 2011, in support to the
most vulnerable population.   The comparison of allocations of the EDF in 2011
(EUR 6 million), in 2012 (EUR 154.41 million comprising EUR 115 million under
envelope A and EUR 39.41 million under envelope B), and in 2013 (EUR 104 million
allocated and EUR 30 million still to be committed) clearly indicates this partial
resumption of cooperation.  This explains why Madagascar has now such a high level
of funds still to be contracted.

• For Indonesia, the increase in RAC is the result of the high allocation of funds
in 2012 (EUR 141.5 million allocated in new decisions in 2012 in particular for
"ICI+" (Instrument for cooperation with industrialised countries)  Support for
European Business in the South East Asia Markets – Indonesia Component, and from
"DCI": Public Financial Management II, ASEAN Statistic and Monitoring, Education
Sector Support Programme II; against EUR 15 million allocated in 2011 and EUR 94
million allocated in 2010).

36. The delegations in Myanmar and West Bank and Gaza Strip report negative
amounts of funds not yet paid out (KPI 12). Why?

Commission's answer :

EuropeAid funds are normally spent following a three stage process: the first stage is
the project, which is usually represented in CRIS as 'a Decision'. At this stage, the
amount for the project is decided and the funds are reserved in a 'level 1' financial
commitment. The second stage is the contract and its funds are taken from a level 1
financial commitment and reserved in a 'level 2' financial commitment. The last stage
is the payment itself.

The difference between the decided amount (committed at level 1) and the contracted
amount, plus the difference between contracted amount and paid amount is known as
the “Reste à liquider”(RAL). KPI no. 12 measured the difference between the RAL at
the beginning of the period and the RAL at the end of the period.

However, some contracts are created without a level 1 or a CRIS Decision. The
normal programming cycle is nevertheless respected but without a CRIS decision, it
was impossible to record the project details.  In 2012, this problem was addressed by
creating type 'S' Decisions for these contracts. Since these Decisions do not
correspond to a level 1 financial commitment, they should not have been included in
the calculation of the RAL for KPI no. 12.
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37. In total 18.325 billion EUR have not been liquidated by the end of 2012 (KPI
12). Around 23.4 billion had yet to be paid out by the end of 2011. However,
the values for some delegations have been reported in the wrong currencies. It
is not clear whether the amounts for the amounts not paid out yet are correct.
What has the Commission done to safeguard the correct amounts reporting of
the delegations?

Commission's answer :

There had indeed been a general problem related to the amounts in local currency in
the 2011 EAMR that affected several delegations, but it was solved shortly afterwards
and did not affect the 2012 exercise. The incorrect value of KPI 12 for the year 2011,
noticed by the Delegation in Mauritania, was not due to problems with local currency
but was caused by incorrect data migrated from an earlier IT system.

The problem was due to some missing dates in decommittment transactions migrated
to CRIS from an earlier IT system. Without a date, the decommitments could not be
assigned to any reporting period and so were excluded from the KPI calculation,
inflating the amount still to pay. This problem was corrected by a subsequent data
quality action.

The errors which occurred in the calculation of the RAL for some Delegations
(Myanmar, West Bank and Gaza Strip, Bangladesh and Cuba) resulted from some
technical modifications we brought in 2012 to our project management system (CRIS-
Common RELEX Information System) to improve certain aspects of reporting. The
unforeseen effects of these changes which affected the calculation of the RAL will be
addressed by the launch on 01 January 2014 of the new revised External Assistance
Management Report.

38. 59 delegations report more than 100 million EUR of funds not yet paid out
(KPI 12). Those 59 delegations account for 15.8 billion EUR in 2012 of funds
not yet paid out. About half of the delegations account for 86% of all funds
that have not yet been liquidated. What are the reasons in these delegations?
For which of those 59 delegations are the amounts reported correctly?

Commission's answer :

The RAL (Reste à liquider) is the sum of the remaining amount left to be paid and the
remaining amount left to be contracted. When a 1st level commitment (financing
decision) has been adopted, as a rule, all 2nd level commitments based on that
financing decision, are to be concluded within 3 years. As a consequence, there will
necessarily be a RAC during maximum 3 years for each 1st level commitment.

The same applies for the RAP (Reste à payer): after a 2nd level commitment
(contract, grant agreement) has been concluded, the total contract amount is never
paid at once. Generally, payments will be made on regular intervals over the entire
duration of the contract; during that period, necessarily there will be a RAP for each
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2nd level commitment.

The total amount of RAL (Reste à liquider) at the end of 2012 was EUR 25.68 billion.
This amount corresponds to 4 years of payments for EuropeAid (around EUR 6.4
billion / year for Budget and EDF) and is perfectly in line with the scheduled
implementation of our multiannual instruments.

In general term, having a RAL of this importance is normal. Depending on the
specific nature of a country or a programme some variations can occur and the
Commission is closely monitoring the RAL.

The geographical repartition of the 59 Delegations with the biggest RAL on
31/12/2012 is presented in the table below:

Regions
RAL 2012

(EUR)
Part in total RAL

2012

Africa 8,685,490,234 34%

Neighbourhood 3,649,904,177 14%

Latin America 1,502,159,806 6%
Asia 1,976,767,647 8%

Total 59 Delegations 15,814,321,865 62%

Total RAL 2012 25,680,000,000

Sub-Saharan countries have substantial NIPs (complemented by Budget projects), by
default their RALs are also substantial. The high level of RAL for the Sub-Saharan
Delegations corresponds to their extensive workload and voluminous portfolio of
projects portfolio. However, for a large number of Delegations (19 Delegations)
although the RAL is still above EUR 100 million, significant progress has been made
compared to the RAL recorded at the end of 2011. Total RAL for the EDF was
reduced in 2012 compared to 2011.

For Neighbourhood countries, the important RAL in some Delegations is partly due to
the inherent instability of these countries, or the political difficulties linked to their
positioning towards the EU. In addition, the disbursement of Budget support tranches
is slowing down due to the application of more strict conditionalities.

In Latin America, the important RAL can be justified by an important number of new
decisions in 2010, 2011 and 2012, resulting in an amount superior to the
correspondent payments in the same period. A reduction of the RAL has been
observed in this respect in 2013.

In Asia, the important RAL in some Delegations is the result of a combination of
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factors related to political transition; occurrences of natural disasters causing
increased budgetary allocations and typically delayed implementation; sometimes
poor security; and very often persisting difficulties to attract sufficient and well-
qualified staff.

RAL were reported correctly except for these Delegations (as Myanmar, West Bank
and Gaza Strip, Bangladesh and Cuba) implementing contracts committed without
level 1 commitment (see questions 32 and 36).  This problem will be addressed by the
launch on 01 January 2014 of the new revised External Assistance Management
Report.

39. The delegations in Somalia and Egypt reduced their RAL by more than 100
million EUR. How is the huge difference between the RAL in 2012 and 2011
explained?

Commission's answer :

Given the multiannual nature of the programs managed by the Commission, important
variations in the RAL from one year to another are normal depending on the
difference in new commitments and payments.

As shown in the below table, the Delegations in Somalia and Egypt have actually
increased their RAL between 2011 and 2012:

Delegations
RAL 2011

(EUR)
RAL 2012

(EUR)
Balance
(EUR)

Somalia 171,003,293.00 276,269,275.93 105,265,982.93
Egypt 559,276,378.38 755,781,005.12 196,504,626.74

Specific explanation on Egypt and Somalia:

 For Egypt, the increase in the RAL is mainly due to the postponing of the
payment for Budget Support operations as well as the slowing down in the
implementation of the other projects due to the country instability, while at the
decisions level, the Delegation in Egypt continued to commit new projects.

 For Somalia the reason is straightforward, in 2011 the Delegation received an
additional 200 million EUR as a result of the 10th EDF midterm review. In
2012 a major part of these funds was committed (as global commitments) but
not yet contracted nor paid.

40. 14 delegations increased their RAL by more than 100 million EUR. In 5 of
those cases the amounts reported are obviously wrong. What are the reasons
for the high amounts of the remaining 9? What has the Commission done to
improve the reporting and safeguard the correctness of the reported amounts?
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Commission's answer :

Based on the data reported in the EAMR, only two Delegations (Egypt and Somalia)
increased their RAL by more than EUR 100 million between 2011 and 2012.
Confusion probably came from the table transmitted to Ms Grässle’s Cabinet and
providing the KPI values for each Delegation. This table wrongly displayed the
amounts of the RAL at the end of 2012 instead of the evolution of the RAL between
2011 and 2012.

Specific explanation on Egypt and Somalia:

• For Egypt, the increase in the RAL is mainly due to the postponing of the
payment for Budget Support operations as well as the slowing down in the
implementation of the other projects due to the country’s instability, while at the
decisions level the Delegation in Egypt continued to commit new projects.

• For Somalia the reason is straightforward, in 2011 the Delegation received an
additional 200 million EUR as a result of the 10th EDF midterm review. In 2012 a
major part of these funds was committed (as global commitments) but not yet
contracted nor paid.

Important efforts have been made to improve the definition and calculation of the
KPIs via the thorough revision of the External Assistance Management Report
(EAMR) and Key Performance Indicators (see reply to question 45). The automatic
assessment of the EU Delegations performances through a traffic lights system and
the obligation for the Heads of EU Delegations to justify imbalances versus the
benchmarks will result in a real improvement of the data quality in CRIS (Common
RELEX Information System). The necessary IT developments will be finalised in
December and the new application will be available as from January 2014 for
Delegations to use to report on year 2013.

41. According to KPI 13, Bangladesh has from the end of 2011 till the end of
2012 reduced these outstanding pre-financing amounts already by about 105
million EUR. How has Bangladesh cleared such a huge pre-financing amount
in only one year?

Commission's answer :

Delegation in Bangladesh indeed reduced its old open pre-financing by EUR 105
million from 2011 (EUR 263 million) to 2012 (EUR 158 million).

The practice until 2012 was that the Delegation in Bangladesh used to wait for the end
of an action prior to clearing its open pre-financings. The length of the actions
(sometimes 5 to 8 years) and the often important amounts concerned (in particular for
contribution agreements with international organisations) rendered the cumulated
amounts of pre-financings quite significant. The result of this practice was that
clearings were performed at the very end of the action, and this could be a very
complex operation because of the excessive time elapsed between the two operations
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(often with late submission of final reports by the concerned organisations, potential
litigious cases, staff turnover over this excessive time period, etc.).

In 2011, instructions were prepared to clear pre-financings as soon as the appropriate
accounting, legal and contractual provisions for the clearing were gathered, even
during the implementation of the action, namely at the stage of intermediary
payments. As a result, clearings were performed for instance each time that audit
reports, or verification reports, were provided and accepted. This practice is much
more coherent with sound financial management. It has lead, in 2012, to the clearings
of all pre-financings that gathered the necessary conditions both during the year and
for all open clearings of on-going projects accumulated in the past years.

42. Why are the pre-financing amounts not cleared after more than 18 months still
so high in Nigeria, Ethiopia and Egypt?

Commission's answer :

On 31/12/2012, the total amounts of old pre-financing opened in the Delegations of
Nigeria; Ethiopia and Egypt were respectively of EUR 167.2 million, EUR 161.7
million and EUR 112.4 million. Detailed explanation for each of these 3 Delegations
are provided below.

Nigeria:

A large part of this amount is related to the UNDP (2005 Census) for which an
amount of EUR 98 million of pre-financing still has to be cleared. The clearing will
be processed once a foreseen verification mission takes place beginning of 2014.

The other part of the opened pre-financing was mostly due to ineligible expenditure or
unspent balances of pre-financing to be reimbursed by ECOWAS for various projects
(e.g. Conflict prevention and peace building, Transport Facilitation Programme,
Support to regional integration in Western Africa). The issue was partially addressed
in 2013 through the offsetting of the pending recoveries against payments The same
offsetting process will be applied for the new recoveries.

Ethiopia:

Theain pre-financing amounts not cleared relate to the projects below:

• Productive Safety Net Programme (PSNP) signed with the World Bank (EDF
+ Budget) for EUR 111.3 million (68.82%). After consultation with HQ and in
agreement with the Government in December 2012, major part of the open pre-
financing amounts was cleared in the first semester of 2013.

• Contribution Agreements with the World Bank (PBS & PBSII projects) for
EUR 32.07 million (19.8%): Regarding PBS clearing depends upon the results of the
Verification Mission of the Administrative Agreement with the World Bank (Sub
programme A1 Block Grant Transfer under Extension of the PBS II) which is part of
our audit plan 2013 but has been postponed to 2014 at the request of the WB. The
reasons for postponement given by the WB is that there are multiple joint project
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monitoring missions in 2013 and the implementing agencies are also heavily involved
with an on-going Verification Mission that the Delegation is following up with the
entities in another programme (PSNP - Productive Safety Net Programme).

• Work contract railway Djibouti- Ethiopia for 4.4 million (2.7%).Pre-financing
could not be cleared due to strong doubts about the quality of work delivered. An
audit was undertaken towards the end of 2012 to assist in determining what further
action could be taken.

Egypt:

The main part of the open pre-financing amount in Egypt is linked to the
Neighbourhood Investment Facility (NIF) contracts for which 100% of the amount is
pre-financed at the beginning of the project. The size of these NIF projects is very
large (up to EUR 20 million), and only a few records of expenditure allowing for the
clearing of pre-financing have been received so far.  Moreover, some delays in the
implementation of the audit plans, preventing the final payment and clearing of the
Pre-financing may also explain this high level of old open pre-financing, but the
Delegation is catching up on the delay.

43. Why are there no specific benchmarks or target values for any of the KPIs? If
there are benchmarks, when and how were these decided? If no benchmarks
exist or if they are arbitrarily set, the data collected is mostly useless.

Commission's answer :

The online External Assistance Management Report (EAMR) was created in 2011.
However, no benchmark was set during the first two years as EuropeAid wanted to
draw lessons from this initial phase. Adjustments were required in terms of data
quality, Key Performance Indicators (KPI) definition and calculation. A temporary set
of benchmarks were used internally for reporting on KPI values for year 2012. These
benchmarks were indicative and used for the purpose of a first performance analyse
only.

The revised version of the EAMR which will be used by the EU Delegations for
reporting on year 2013 includes official targets or benchmarks for each of the 26
KPIs. These benchmarks have been set by the DG EuropeAid’s Management. They
reflect DG EuropeAid’s objectives in terms of sound financial management and
control efficiency but take into account the current performance of the DG EuropeAid
for each of the KPIs. They will be adjusted year after year.

These 26 KPIs and benchmarks have been included in DG EuropeAid’s Management
Plan for the year 2014. They will be reported upon in the EAMR, Sub-Delegated
Authorising Officer Reports (SDAO) and Annual Activity Reports. Furthermore,
monitoring reports on DG EuropeAid’s performance for most of the indicators will be
presented quarterly to the Management. Underperformance or delays will be analysed
in detail and corrective measures will be taken at the EU Delegation or global level.

44. Is the information shown through KPIs used internally by DG DEVCO to
assess the performance of the delegations? If so, how is it being used?
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Commission's answer :

The objective of the Key Performance Indicators (KPIs) is the monitoring of the EU
Delegations and DG EuropeAid’s performance in terms of sound financial
management and control efficiency. However, DEVCO is also using other means in
the daily monitoring of the Delegations. Verification missions, audit plans, financial
dashboards are other examples of DEVCO management tools.

Each External Assistance Management Report (EAMR) is analysed in detail by the
geographical Directorate in charge of the EU Delegation in cooperation with the
thematic Directorates. Written comments and recommendations are sent to each EU
Delegation. They cover every aspects of the EAMR: policy achievements, projects
implementation, sound financial management including regularity and legality of
operations and performance of the control systems in place. Each EU Delegation
reacts on Headquarters’ comments in a written reply and/or in the framework of a
special meeting or video-conference. Moreover, a global analysis of the KPI values
for year 2012 was presented and discussed in a special management meeting.

Further progress on the analysis of the KPIs has been made this year. The revised
version of the EAMR which will be used by the EU Delegations for reporting on year
2013 includes official targets or benchmarks for each of the 26 KPI.

These 26 KPI and benchmarks have been included in DG EuropeAid’s Management
Plan for year 2014. They will be reported upon in the EAMR, Sub-Delegated
Authorising Officer Report (SDAO) and Annual Activity Reports. Furthermore,
monitoring reports on DG EuropeAid’s performance for most of the indicators will be
presented quarterly to the DG EuropeAid Management. Underperformance or delays
will be analysed in detail and corrective measures will be taken at EU Delegation or
global level.

45. While recognizing that 2012 was only the second year in which KPIs were
collected, there should be clear improvement in the quality of data from 2012
as compared to 2011, but there has not been. What is being done to solve the
obvious problems with data input and collection? Are the problems with IT
being solved?

Commission's answer :

A deep revision of the External Assistance Management Report (EAMR) and Key
Performance Indicators (KPI) was launched by DG EuropeAid in October 2012. The
EAMR User group and a Project Steering Committee were created and met regularly
for six months to carry out a complete review of the KPIs. A new list of 26 KPI was
defined focusing on indicators on which the Heads of EU Delegations will build their
statement of assurance: sound financial management and effective use of the
European Commission resources, efficiency of the control and audits systems in
place.

The revised EAMR and the new list of KPIs and benchmarks were adopted by the
EuropeAid Management in September 2013. The necessary IT developments will be
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finalised in December and the new application will be available as from January 2014
for the EU Delegations to use to report on year 2013.

The main improvements brought in the revised EAMR are:

• A revised list of KPI focusing on financial management and control
efficiency;

• Revised KPI definitions ensuring a clear and common understanding by the
Heads of EU Delegations;

• Further automation of the calculation for almost all KPI and a dramatic
reduction in the number of KPI for which the EU Delegations will provide their own
values;

• Definition of official targets or benchmarks for each of the 26 KPI and an
automatic assessment of the EU Delegations’ performance through a traffic light
system;

• The obligation for the Heads of EU Delegations to substantiate their statement
of assurance on the basis of the EU Delegation’s performance with regards to the KPI.

Furthermore, we believe that the automatic assessment of the EU Delegations
performances through a traffic lights system and the obligation for the Heads of EU
Delegations to justify imbalances versus the benchmarks will result in a real
improvement of the data quality in CRIS and in the completeness and reliability of
KPI values in the EAMR.

46. Some delegations respond to "yes/no" questions with vague answers that
cannot be categorized as a "yes" or "no". For example, KPI 37 asks "Do you
consider that the learning and development activities, in which your staff have
participated over this year, have improved their performance relative to the
previous year?" This KPI would reveal important insight, but answers are
rarely given as a simple "yes" or "no". It seems that there should be a third
category for "partially" in order to draw conclusions. How are such instances
handled and viewed when looking at the data for this and other KPIs?

Commission's answer :

With regards to the impact of learning and development activities, DG EuropeAid
carried out a pilot project on assessing systematically the impact of training on staff
performance according to international standards (Kirkpatrick 'four level' model for
training course evaluation). These impact assessments have now been integrated as a
standard monitoring tool for all major courses. The information on the quality and
impact of training will be presented in EuropeAid’s annual learning & development
reports.

The development of such an institutionalised impact assessment of training was also a
reaction to the difficulties in having it assessed by the Head of Delegation.  The
assessment is particularly difficult when it comes to extrapolating the impact of
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training from other learning processes, such as on-the-job learning, participating in
knowledge sharing activities, coaching/mentoring as well as external factors. Also,
the impact is not necessarily immediate but it often becomes effective in the long-
term. Impact assessments are hence carried out 3 to 6 months after a training event
was followed.

Given the introduction of the above mentioned systematic training impact assessment
DG EuropeAid decided to exclude this KPI in the revised version of the EAMR.

47. How are delegations who submit insufficient data held accountable? It appears
that a delegation could simply choose not to submit data for a KPI for which
they are insufficient without punishment or accountability.

Commission's answer :

Each External Assistance Management Report (EAMR) is analysed into details by the
geographical Directorate- in charge of the EU Delegation- in cooperation with the
thematic Directorates. Written comments and recommendations are sent to each EU
Delegation. They cover every aspects of the EAMR: KPI values, policy achievements,
projects implementation, sound financial management including regularity and
legality of operations and performance of the control systems in place.

The data quality problems underpinning some of the KPI were due to unclear
definition of these KPIs, problems in the calculation of their values, and delays in the
encoding of necessary data in CRIS. These issues have been addressed in the revised
version of the EAMR which will be launched on 01 January 2014 for the EU
Delegations to report on the year 2013.

The main improvements brought in the revised EAMR which will be launched on 01
January 2014 are the automatic assessment of the EU Delegations’ performances
through a traffic lights system and the obligation of the Heads of EU Delegations to
justify imbalances versus the benchmarks. We are convinced that this will result in a
real improvement of the data quality in CRIS and in the completeness and reliability
of KPI values in the EAMR.

48. Since the reliability of the KPI values is dependent upon the quality of the data
provided by the Delegations, what is being done to ensure and enforce quality
data?

Commission's answer :

Since 2011, annual studies on the quality of the accounting data in CRIS are carried
out by external auditors. In 2012 more than 9400 contracts have been verified.
Detected errors are reported to DG EuropeAid Management and necessary corrections
are systematically implemented by the EU Delegations. The on-going 2013 study has
already noted improvements in the data quality.
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At the same time, continuous improvements are brought by DG EuropeAid in the
information and accounting system CRIS. Systems errors are corrected and business
rules are implemented to prevent wrong encoding. The user interface has been
improved and a glossary has been developed.

The CRIS user manual is revised taking into account the lessons learnt from the data
quality studies and the comments and suggestions made by EuropeAid staff. Training
programmes are offered to EuropeAid staff on the use of CRIS and on the financial
and accounting rules.

With regards to the External Assistance Management Report (EAMR), a complete
review of the Key Performance Indicators (KPI) was carried out by DG EuropeAid in
2013. KPI definitions have been revised in order to ensure a clear and common
understanding by the Heads of EU Delegations. Further automation of the calculation
of most of the KPI was implemented resulting in a dramatic reduction in the number
of KPIs for which the EU Delegations are requested to provide their own values.

The automatic assessment of the EU Delegations’ performances through a traffic
lights system and the obligation for the Heads of EU Delegations to justify
imbalances versus the benchmarks will oblige all the delegations to pay a specific
attention to the quality of data in the system. This will reinforce the completeness and
the reliability of the KPI values in the EAMR.

49. Are the KPIs used to analyse only efficiency, or also output?

Commission's answer :

The majority of the KPI contained in the EAMR indeed relates to financial
management, controls and processes. However, the EAMR also contains some KPI on
the outputs to be delivered by the projects.

More specifically, KPI 6a (KPI 6a definition: Is the implementation progressing
satisfactorily overall?) provides the % of on-going projects with green traffic light,
meaning their implementation, including actual and future outputs delivery, is on
track. KPI 6b (KPI 6b. definition: will the projects' objectives be achieved?) provides
the % of on-going projects with green traffic light, meaning the achievement of their
objectives, i.e. outcomes, is not at risk.

Furthermore, the Commission services are working on the preparation of an overall
development and cooperation results framework which aims to improve overall the
Commission’s reporting on results of EU funded projects and programmes through a
number of key indicators.

50. There are many instances in which Heads of Delegations express uncertainty
about the meaning of certain questions. Have these questions been improved
in 2013?
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Commission's answer :

Based on lessons learned from the External Assistance Management Report (EAMR)
2011 and 2012, DG EuropeAid carried out in 2013 a deep revision of the EAMR.
During this exercise, all questions and Key Performance Indicators (KPI) were
reviewed into details with the EAMR User group. Unclear questions were either
improved or excluded from the EAMR. KPI definitions have been revised and the
EAMR glossary and User manual were updated.

Moreover, targets or benchmarks have been defined for each of the 26 KPI so that the
Heads of EU Delegations clearly understand the expected results and take the
necessary actions for their achievement.

The new version of the EAMR will be launched on 01 January 2014 for EU
Delegations to report on the year 2013.

51. Have any conclusions about the overall performance of delegations been made
based on the data?

Commission's answer :

External Assistance Management Reports (EAMRs) and Key Performance Indicators
(KPI’s) are an important tool to follow the activities of Delegations, but EuropeAid
also has at its disposal other means to monitor the work done by the Delegations. The
Authorising Officer by Sub-Delegation (AOSD) follows EU Delegations on a daily
basis and monitors the implementation of the projects. Verification missions, audit
plans, financial dashboards are other elements to monitor the activities of delegations.

The EU Delegations’ EAMRs have been analysed in detail by each geographical
Directorate in charge and written comments have been sent to each Delegation. Main
conclusions of the analysis and specific problems identified in the External Assistance
Management Reports (EAMR) have been summarised in the management reports
addressed by each Director to the Director General in their quality of Authorising
Officer by Sub-Delegation. In accordance with the concept of the Control Pyramid,
the main issues have been taken into account and reported on in the Annual Activity
Report of DG EuropeAid. For example, EuropeAid’s Annual Activity Report
specifically highlighted the implementation and results of ex-ante controls and audits
in the EU Delegations.

A global analysis of the EU Delegations’ performance for each Key Performance
Indicators (KPI) was also carried out centrally by the Resources Directorate. It
allowed for the identification of sectors where improvement were necessary and
resulted in the definition of targets or benchmarks approved by the EuropeAid
Management in September 2013.

The main problems identified in 2012 were:

• Insufficient number of projects visited regularly by staff in the EU
Delegations;
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• Insufficient EU visibility and project communications plans;

• Insufficient record of EU Delegations performances in term of audits and ex-
ante controls.

These underperformances have been taken into account in the definition of the KPI
targets for 2013 and 2014 for the achievement of which the EU Delegations will have
to take appropriate actions. These issues have also been addressed by EuropeAid
through the definition of appropriate policies, actions and recommendations.

52. Has DG DEVCO identified the worst performing delegations based on the
data? If so, what is being done to improve the performance of these
delegations?

Commission's answer :

External Assistance Management Reports (EAMRs) and Key Performance Indicators
(KPI’s) are an important tool to follow the activities of Delegations, but EuropeAid
also has at its disposal other means to monitor the work done by the Delegations. The
Authorising Officer by Sub-Delegation (AOSD) follows EU Delegations on a daily
basis and monitors the implementation of the projects. Verification missions, audit
plans, financial dashboards are other elements to monitor the activities of delegations.

All EU Delegations’ performances have been analysed into details by each
geographical Directorate in charge. Written comments and recommendations on
specific problems are sent to each EU Delegation. They cover every aspect of the
External Assistance Management Report (EAMR): Key Performance Indicators (KPI)
values, policy achievements, projects implementation, sound financial management
including regularity and legality of operations and performance of the control systems
in place.

These underperformances (insufficient number of projects visited regularly by staff in
the EU Delegations, lack of EU visibility and project communications plans; etc.)
have been taken into account in the definition of the KPI targets for 2013 and
2014The EU Delegations will have to take the appropriate actions in order to achieve
them.

These issues have also been addressed by EuropeAid through the definition of
appropriate policies, actions and recommendations and through specific support
provided to some of the Delegations.

53. 19 delegations reported that less than 25% of projects were visited in 2012.
How can such a high number be explained?

Commission's answer :

Excluding ELARG Delegations (that report only on the use of thematic budget lines
sub-delegated by EuropeAid and were not requested to fill in data for Key
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Performance Indicator (KPI) 15, 18 delegations (representing 17% of all Delegations)
reported having visited less than 25% of the on-going project in 2012.

38% of the Delegations reported having visited between 50% and 80% of the on-
going projects and 30% of the Delegations reported a visit rate of more than 80% of
the on-going projects.

For 2013, EuropeAid set a target of a minimum of 80% of the on-going projects to be
visited by the Delegations’ staff. The Commission indeed considers these visits to be
essential in order to ensure the proper monitoring of the project implementation and
for controlling on the field the respect of the legality and regularity of the related
operations. However, taking into account that the portfolio of the delegations
comprises a large number of small projects the Commission considers that it would
not be cost effective to increase the number of field visits to these projects and that a
coverage of 80% projects visited in one year is sufficient.

The detailed explanations by Delegations having visited less than 25% of their on-
going projects have been provided to the directorates in charge. Moreover, all projects
were taken into account in the calculation of this KPI; including old projects
operationally closed, but not yet closed in the accounting system pending audit results
or recoveries.

The main reasons for the low number of project visits during 2012 are the following:
- Budgetary and human resources constraints;

- Errors in reporting;

- Security issues, the conditions are too dangerous to risk visiting all
projects

- Difficulties to reach some projects in remote areas (e.g. dangerous
transportation networks, blacklisted Air Companies)

54. All of the KPI 15 final values are 0, meaning that the only values that can be
used at all are the DPVs which are vulnerable to extreme bias.  Is this the
result of an IT error? If so, why was such an obvious error not corrected?

Commission's answer :

KPI no. 15 relates to the % of on-going projects visited during the year by the EU
Delegations’ staff. The result of the automatic calculation depends upon the proper
encoding by the EU Delegations of necessary data in the “Project implementation”
module of CRIS. Since it is not an appropriate tool, the completion rate of this module
in CRIS is close to zero. This resulted in the impossibility for this KPI value to be
correctly calculated by the system and in the necessity to rely on values provided by
the Delegations themselves.

This issue has been solved in the revised version of the EAMR which will be
launched on 01 January 2014 for the Delegations to report on year 2013. The value of
this KPI will not be calculated anymore in the basis of data encoded in the “Project
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implementation” module but on the basis of data encoded in a list of all the EU
Delegations' on-going projects automatically generated in the EAMR.

The “Project implementation module” in CRIS which is not meeting DEVCO
expectations will therefore be discontinued. In the longer term, it will be replaced by
the Implementation Module of Project Cycle Management (PCM Platform) under
construction.

55. Delegation Provided Values (DPVs) appear to be chosen arbitrarily and the
DPVs are often not explained at all in the comments. For example, Botswana
reported a DPV of 3%, yet the comments say that “all projects have been
visited at least once.” Why there is no mechanism by which these DPVs are
checked (especially given that they are the only indicator available since the
final values are all erroneously reported to be 0)?

Commission's answer :

Delegation Provided Values for KPI are not chosen arbitrarily but calculated by the
Delegations on the basis of their own records or databases. Moreover, Delegations are
invited to enclose details of their calculation as annexes to the EAMR. The
verification of the Delegated Provided Value for the KPI is carried out by the geo-
graphical directorates who are responsible for the analysis of the EAMR of the
Delegations they are in charge of. Each EAMR is analysed into details and is subject
to written comments sent to the Head of Delegation. When necessary, these written
comments address the inconsistencies identified in the KPI values provided by the
Delegations.

The issue of the reliability of Delegations Provided Values for KPI will be resolved in
the revised version of the EAMR which will be put in production on 01/01/2014 for
Delegations to report on year 2013. Indeed, most of the revised KPI will be
automatically calculated by the system without any intervention of the Delegations.

With regards to the specific example of Botswana, it is confirmed that all projects
were visited in 2012. The figure of "3" appearing in the EAMR was overlooked.

56. For KPI 16, 58 delegations reported DPVs that were 25 units (%) higher than
the final KPI. The average difference between the final KPI values and the
DPVs for these 58 delegations is 53.28 units (%). Is this serious and wide-
spread deficiency being addressed? How?

Commission's answer :

KPI nr 16 relates to the % of on-going projects having a communication plan. The
result of the automatic calculation depends upon the proper encoding by the EU
Delegations of necessary data in the “Project implementation” module of CRIS
(Common RELEX Information System). For not being an appropriate tool, the degree
of completeness of this module in CRIS is close to zero. This resulted in the
impossibility for this Key Performance Indicator (KPI) value to be correctly
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calculated by the system and in the necessity to rely on values provided by the EU
Delegations themselves.

This issue has been solved in the revised version of the External Assistance
Management Report (EAMR) which will be launched on 01 January 2014 for the EU
Delegations to report on year 2013. The value of this KPI will not be calculated
anymore in the basis of data encoded in the “Project implementation” module but on
the basis of data encoded in a list of the EU Delegations' on-going projects
automatically generated in the EAMR.

The “Project implementation module” in CRIS which is not meeting EuropeAid
expectations will therefore be discontinued. In the longer term, it will be replaced by
the Implementation Module of Project Cycle Management (PCM Platform under
construction.

57. Most alarmingly, many of the delegations with the greatest final KPI to DPV
discrepancy for KPI 16 provide blatantly insufficient justification for such a
drastic change. For example: Costa Rica, which had a final KPI 16 of 0%,
reported a DPV of 100%, then justified this in the comments by saying
“Chaque projet a fait l'objet d´une à plusieurs visites pendant la période (Each
project was subject to several visits during the period)”, which is totally
irrelevant to this particular KPI. Why are the DPVs not better monitored or
justified?

Commission's answer :

The verification of the Delegated Provided Value for the KPI is carried out by the
geo-graphical directorates who are responsible for the analysis of the EAMR of the
Delegations they are in charge of. Each EAMR is analysed in detail and is subject to
written comments sent to the Head of Delegation. When necessary, these written
comments address the inconsistencies identified in the KPI values provided by the
Delegations.

The issue of the reliability of Delegations Provided Values for KPI will be resolved in
the revised version of the EAMR which will be put in production on 01/01/2014 for
Delegations to report on year 2013. Indeed, most of the revised KPI will be
automatically calculated by the system without any intervention of the Delegations.

The example taken from the EAMR of the Delegation in Costa Rica is not correct.
The quoted comment refers to KPI nr 15 on the number of visited projects and not to
KPI 16 on projects with a communication plan (see below extract from the EAMR).

‘Commentaire sur KPI 15: Chaque projet a fait l´objet d´une à plusieurs visites
pendant la période.’

The Delegation in Costa Rica has confirmed to DEVCO Headquarters that 100% of
the projects were visited in 2012.

58. The reports sometimes make claims that are incongruent with data reported
elsewhere in the same report. In question 4, the Kosovo report claims that 75%
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of projects/programmes have submitted communication plans, yet both the
final KPI 16 value and the DPV are 0. Both of these values cannot be correct.
How and why do such obvious errors occur?

Commission's answer :

The EU Delegations in candidate and potential candidate countries are requested to
report to Dg EuropeAid only on the activities funded through budget lines where a
sub-delegation from DG EuropeAid has been received. These EU Delegations have
therefore been instructed to produce a simplified version of the External Assistance
Management Report and to provide values for a limited set of indicators which does
not include Key Performance Indicator no. 16 on projects with communication plan.

As a result, the comment made by the Head of the EU Delegation in Kosovo on the %
of projects with a communication plan in 2012 was not reflected by KPI no. 16.

These questions are also in the questionnaire on the EDF discharge

Resolution (P7- TA (2011)0317 of the European Parliament of 5 July 2011 'on
the future of EU budget support to developing countries' notes that budget
support has become one of the key forms of aid, but also stresses the need to
strengthen both the Commission’s monitoring mechanisms and optimum
procedures that must be established for auditing the public finances of
recipient countries as a precondition for any disbursement of funds;

Commission's answer : See question n° 3 "EDF"

Approval of EU Budget support programmes as well as disbursements are subject to
eligibility, including  in terms of "PFM" and "Transparency and oversight of the
budget" (the latter for programmes approved in and after 2013). Both criteria support
public audits of recipient countries' public finances. Finally, the EU’s risk
management framework for Budget Support (BS) programmes assesses the external
audit dimension within the PFM risk category (and has a separate category for
corruption and fraud risks). In addition, the EU finances capacity development
programmes supporting national legislative and oversight bodies.

Budget transparency and oversight is defined in the context of BS operations as the
full disclosure of all relevant fiscal information. The public availability of
comprehensive, accessible, useful, and timely budgetary information is a prerequisite
for domestic accountability. The Commission considers that with better budgetary
information, national oversight bodies like parliament, auditors, local authorities, civil
society organisations, and media, can scrutinize the budget and hold decision makers
to account for collecting and using public funds effectively and efficiently. In
addition, the integration in EU capacity development programmes of support to
national legislative and oversight bodies as well as internal control structures is key in
this regard. The EU assesses the disclosure of budgetary information focusing on 6
key budgetary documents, one of them being the audit reports issued by an
independent Supreme Audit Institution.
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In the context of BS operations, PFM comprises the full budget cycle including
external audit and scrutiny. For a BS operation a country may be considered eligible
when there is a credible and relevant programme to improve PFM. The Commission
uses the PEFA-PFM Performance Measurement Framework as the preferred tool to
assess the quality of PFM systems. It measures the operational performance of the
PFM system using 28 indicators spread over six core dimensions. One of the six core
dimensions is the external scrutiny and audit which includes the following 3
performance indicators; PI-26 Scope, nature and follow-up of external audit, PI-27
Legislative scrutiny of the annual budget law and PI-28  Legislative scrutiny of
external audit reports.

The development of an improved risk management framework adapted to the specific
risk profile of BS operations is a key element in this context. The framework aims at
identifying and managing the significant risks related to BS operations. The EU
identifies five risk categories: political governance, macroeconomic, developmental,
PFM and corruption/fraud. The PFM risk category refers to the weaknesses in the
government’s regulatory framework, financial compliance and control systems. This
risk is assessed in terms of the comprehensiveness of the budget, controls in revenue
collection, budget execution, procurement and external audit.

59. This question is also in the questionnaire of the EDF discharge. Taken into
account the findings of the special reports of ECA 2013 concerning the lack of
traceability of 1 billion euros to Egypt (No4) and 1, 9 billion euros to Congo
(No9), can the Commission explain how this could happen, despite its
monitoring mechanisms? Can the Commission give a clear overview of what
sorts of control measures are being taken during the period of 2007 - 2013 for
Egypt and 2003-2013 for Congo? How much money was provided by the
different programmes for aid and loans (also the ECB) to Egypt between 1
January 2007 and 1 July 2013? And how many of these loans will be paid
back eventually by Egypt to the EU?

Commission's answer : See question n° 9 "EDF"

As to the question on Congo (DRC) please refer to the response provided to the
(identical) Written Question No 9 in the context of the 2012 Discharge to the EDF.

Egypt: The special report of the ECA published in June 2013 does not conclude on or
even remotely hint to the “lack of traceability” of the €1 billion that constitute the
bilateral envelope of cooperation with Egypt. In implementing its external
cooperation, the Commission strictly applies the control measures foreseen by its
financial regulation. Monitoring is carried out in line with the Project Cycle
Management methodology, which foresees regular independent results-oriented
monitoring exercises as well as mid-term, final and ex-post evaluations. Five
dimensions are systematically assessed: relevance, efficiency, effectiveness, impact
and sustainability. In addition, the EU uses a risk-based audit strategy which is
reflected in a comprehensive and formally adopted audit planning methodology.
Audits are not carried out by the Commission staff but by professional external audit
firms. The auditor’s report is provided directly to the Commission on the basis of an
audit report template provided with the terms of reference. If fraud/irregularities are
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discovered or suspected, the auditors must inform the Commission immediately. The
Commission will then inform the European Anti-fraud Office (OLAF) in accordance
with its internal rules. If ineligible expenses are detected, the Commission issues a
recovery order for any funds whose use cannot be duly justified.

Between 1 January 2007 and 1 July 2013 about EUR 1 billion were provided in aid
(grants) to Egypt.

The Commission assumes that the reference to ‘loans’ in the questionnaire is to loans
from the EIB not from the ECB which has no external lending mandate. It is not in a
position to provide information on matters under the responsibility of the EIB or the
ECB.

60. This question is also in the questionnaire of the EDF discharge. According to
the answers of 20 June 2011 given by Commissioner Piebalgs, the
Commission only distributes budget support when eligibility criteria and
additional agreed conditions on results are met. How can the Commission
explain the agreement on 5 billion euros for Egypt in November 2012 during a
meeting between Ms Ashton and the Egyptian president Morsi? Does the
agreement still stand? And would the Commission on short term provide new
budget support to Egypt for the period of 2014-2019, taking into account the
eligibility criteria?

Commission's answer : See question n° 10 "EDF" During the EU-Egypt Task
Force in November 2012, nearly EUR 5 billion were pledged by the EU and
associated financial Institutions (EIB and EBRD) as an additional overall package of
long-term assistance to support Egypt in different frameworks. No budget support
was pledged by Ms Ashton. Budget support is an aid modality and these are decided
in the aid programming phase. In this context, the European Commission committed
to provide additional financial support to Egypt for an overall amount of nearly EUR
800 million in the form of grants and loans. The European Investment Bank (EIB)
announced potential lending of up to one billion euros per year, i.e. up to EUR 2
billion for 2012-13; the European Bank for Reconstruction and Development (EBRD)
announced plans to ramp up lending volumes to EUR 1 billion per year, i.e. up to
EUR 2 billion for 2012-13.For this package to be implemented, conditions need to be
in place. On the Commission side, EUR 40 million have been disbursed so far out of
the whole package. No new budget support (BS) operations have been decided since
August 2011 and the eligibility criteria are currently not met for new BS operations.
These criteria are continuously monitored and periodically undergo a formal re-
assessment determine whether BS operations can be re-started or not.

61. This question is also in the questionnaire of the EDF discharge. The court of
auditors report (1/2011) invited the Commission to improve its design and
approach of the budget support mechanism, to make it even more efficient and
measurable. Could the Commission provide a clear overview of its on-going
efforts since 2011 up to now and for the future preventing the lack of
traceability of EU budget support to developing countries?
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Commission's answer : See question n° 8 "EDF"

The Commission has made great efforts to improve the design, governance,
implementation and monitoring of the budget support mechanism and considers it to
be an efficient tool in many countries for promoting the achievement of the MDGs,
supporting sectoral policies and supporting fragile states.

The new budget support policy is not a “blank cheque”; it is a contract implemented
through legal financing agreements which provide funds, policy dialogue and
technical assistance to partner countries in exchange for their delivering tangible and
demanding development results and reforms (disbursement conditions)  and meeting
specific targets and benchmarks. Since budget support disbursements involve the
transfer of financial resources to the National Treasury of a partner country, once the
latter has respected the agreed conditions for the payment, we put more emphasis in
our new budget support operations on the transparency of the budgetary and oversight
processes of the partner country.
With this in mind, we have introduced a new eligibility criterion on “Transparency
and
Oversight of the Budget”. In the same line, it is worth highlighting the reinforcement
of the PFM eligibility criteria which are used to scrutinise partners countries’ own
PFM systems and establish tangible benchmarks for their improvement using budget
support funds. We would also highlight the new Risk management framework, which
includes a specific category on PFM. The public availability of comprehensive,
accessible, useful and timely budgetary information is a prerequisite for domestic
accountability. The European Commission considers that with better budgetary
information, national oversight bodies like parliament, auditors, local authorities, civil
society organisations, and media can scrutinize the budget and hold decision makers
to account for collecting and using public funds effectively and efficiently.

When the money is transferred to the treasury account of the partner country, the
Commission verifies that the relevant Treasury Account has been credited by the
amount equivalent to the foreign exchange transfer at the appropriate day’s exchange
rate. Budget support must be accounted for in a transparent way as government
resources and included in the budget of the beneficiary country. We also look at the
allocation of overall resources. We make sure that the allocation and the execution of
the expenditures reflect the priorities agreed with the partner country. As is stated in
the new budget support policy “the Commission will strengthen policy dialogue to
ensure that major reforms are discussed and fully resourced, objectives are identified
and results assessed.”
These are significant efforts that the Commission is making to make sure that
European taxpayers’ money is properly recorded as budget support in the budget
accounts of the beneficiary country and contributes to achieving sustainable
development results and poverty reduction. Budget support requires beneficiary
countries to fulfill strict conditions to ensure positive reforms in Public Financial
Management, budget transparency and efficiency in the execution of the budget.
While promoting a global approach in terms of transparency and oversight of the
budgetary process of the partner country, as part of the Commission’s efforts to
promote domestic and mutual accountability, the Commission is also interested in the
way some countries deal with budget support funds. In some countries, donor funds
are assigned to a specific revenue code or funds which must be assigned to a specific
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set of expenditures. In effect, the notion of “traceability” amounts to the earmarking
of donor resources for specific expenditure items, which can then be traced in budget
execution reports. It is important of course that those codes or funds are integrated in
a transparent way in the overall budget and, therefore, submitted to the scrutiny of the
national oversight bodies. This an interesting approach that could be applied in some
specific cases, particularly in middle income countries, which are less dependent on
aid and in which our budget support can target more specific expenditures  in terms of
poverty and inequality reduction.  It is, however, a sovereign decision to earmark
revenue within a national budget and many countries prefer to follow the principle of
single budgets.

* * *


