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2012 discharge to the EDF

WRITTEN QUESTIONS TO COMMISSIONNER PIEBALGS

Hearing of 26 November 2013

Error rate:

1. The Court finds that the EDF expenditure transactions continues to be affected by material
error (paragraph 24 and 30 of the ECA annual report on EDF) and that the examined supervisory
and control systems of EuropeAid are only partially effective. What will the Commission do to
improve the situation?

Commission's answer:

Given the risk environment, the wide geographical scope and the diversity of instruments
used in the funding for cooperation and development, the Commission considers that the
results of the assessment of the Court are reassuring, even if further efforts are certainly
needed in order to improve them in the future.

Following the results of the 2011 Annual Report by the Court, as well as the Residual Error
Rate Study (RER) launched by EuropeAid for the first time in 2012, EuropeAid announced a
reservation in its Annual Activity Report for 2012.

The analysis carried out on the errors identified by the Court in 2010 and 2011, as well as the
analysis of those made out by the Residual Error Rate Study, have allowed the Commission
to ascertain that the errors were related to a limited number of causes.

The analysis permitted EuropeAid to conclude that the design of its control system was
basically sound, although improvements should be made in specific aspects of its
implementation. To this end, eight objectives were identified:

1. Awareness-raising on the most common types of errors and the ways to avoid them

2. Reinforcing the financial/control skills at HQ and Delegations

3. More specific training and guidance

4. Improving further the quality of external audits

5. Reinforcing the accountability of Delegations in the framework of the EAMR as to the
monitoring of performance, and the follow-up and corrective measures to errors identified by
audits

6. Reinforcing the cooperation with international organisations in terms of control of legality
and regularity

7. Improving the quality of CRIS data

8. Streamlining the control system and correcting possible weaknesses identified in
Delegations
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On the basis of this preparatory work, an Action Plan was approved in May 2013, and
implemented as from September, aimed at addressing the causes of error directly and,
therefore, reinforcing the regularity of operations from the outset. The Action Plan is made up
of 23 Actions organised around the eight specific objectives mentioned above.

The Commission is confident that the measures taken will underpin the existing control
measures and contribute to a decrease in the number and importance of errors in the future.

2. Of the 28 transactions affected by quantifiable error, 20 were final payments already subject to
the Commission's checks. This is an increase from last year were the equivalent numbers were
29 and 11. Can the Commission explain this increase and what it intends to do about it?

Commission's answer:

The number of transactions per type is linked to the sampling used by the Court and,
therefore, it varies from year to year. In its report the Court indicates that the 20 transactions
with quantified errors “were final transactions that had already been checked by the
Commission”. However, this does not imply that all final controls had yet been applied by the
Commission to those transactions. Ex post corrective measures such as recoveries and
waivers are still possible in some cases, even if not yet implemented at the moment of the
analysis by the Court.

The methodology of the Court differs here from the one applied in the RER study, where
only transactions where all possible controls have been already applied are taken into
consideration.

In any case, the Court’s conclusion underscores the Commission’s argument that the further
on in the process, the fewer errors are to be found, thanks to the effectiveness of the control
system. Last year, with a lesser share of errors linked to final payments, the error rate was
much higher (5.1%) than this year (3%). Even if the number of final payments in the final list
is higher, the corrections made through the system have resulted in a lower error rate.

Of course, measures need still to be taken for decreasing further the number of errors, and the
Action Plan has included a number of measures in this regard, including those related to
enhancing the quality and reliability of external audits.

Budget support:

3. This question is also in the questionnaire on the Commission 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;
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Commission's answer:

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.

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.
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4. Can the Commission already measure the results of the Communication (COM(2011)638/2) on
“The Future Approach to Budget Support To Third Countries” issued on October 13th 2011?

Commission's answer:

The first results with the new approach have been very positive;

 The differentiation between three types of budget support contract allows the Commission to
respond better to the context of the partner country and to reflect our objectives more clearly.
State-building Contracts in particular are suited to fragile situations and have contributed to
supporting progress in countries like Mali and South Sudan.

 Respect for Fundamental values has been strengthened in all Budget support contracts and is a
pre-requisite for the Good Governance and Development Contract.

 Strengthened risk management framework. The Commission has already completed the Risk
Management Frameworks for 73 countries in close coordination with the EEAS. The budget
support risk management framework has proven itself as an essential new tool allowing for a
comprehensive country-level and global analysis of the risk profile of our budget support. It has
become a complementary tool in programming, designing and implementing programmes and in
informing policy dialogue and decision making processes.

 A clear performance assessment framework, drawn from the partner's own national strategy
enhances ownership and sustainability.

-Strengthened governance especially through the creation of the Budget Support Steering Committee
(BSSC). The BSSC provides strategic guidance early in the decision-making process. It also allows
for consultation of the Commissioners for Development, Economic and Monetary Affairs and the
Euro, Enlargement and the European Neighbourhood Policy 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 have handled 235 files, including 64 new BS operations. Governance
will be further improved through the on-going establishment of the regional hubs.

5. Does the Commission believe that the new approach has made it easier to measure
achievement, including the impact of budget support on poverty reduction and other key MDG
indicators?

Commission's answer:

Yes, the new approach has made it easier. The differentiation with three types of budget
support contracts allows us to respond better to country circumstances with specific
objectives and expected benefits that can be measured. Budget support has made a central
contribution to the recognition of the MDGs and poverty reduction as central objectives for
aid operations. When conditions allow for its use, it is the most effective instrument to focus
on such high-level results, while strengthening country systems in line with the aid
effectiveness agenda. Budget support will continue to have a central role to play in
implementing the post-2015 Development Framework.
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6. How much money was spent for budget support in 2012 and to which percentage in
comparison of the total amount does this correspond?

Commission's answer:

In 2012 an overall EUR 9.5 billion of ODA was disbursed by the EU institutions of which
EUR 1.7 billion through Budget Support (18%).

Through the EDF, the EU institutions disbursed EUR 3 billion in ODA of which EUR 891
million (29 %) was Budget Support.

7. Does the Commission take into account the existing reporting on the illicit capital outflows
before taking a decision on granting budget support?

Commission's answer:

The Commission examines fraud and corruption closely, also covering money laundering and
tax evasion, when preparing Risk Management Frameworks (RMF) and when assessing the
PFM eligibility criterion. All risks are measured through the Risk Management Framework
(RMF) and monitored through appropriate actions, notably in the PFM reform programmes.

Concerning Public Financial Management (PFM), the RMF refers to the risks that
weaknesses in governments’ regulatory frameworks, financial compliance and controls
systems may lead to inappropriate management of public funds. This risk is assessed in terms
of the comprehensiveness of the budget, controls in revenue collection / budget execution,
procurement and external audit. Corruption and Fraud refers to risks of resources being
diverted away and power abused for private gain. By having a separate risk category, the
Commission puts increased emphasis on corruption and fraud.

As regards policy dialogue and capacity development in Budget Support, activities cover
in particular:

 Assisting in tax reforms and strengthening tax administration

 Promoting domestic accountability and public financial management
 Managing natural resource wealth and promoting revenues from natural resources

 Promoting a transparent, cooperative and fair international tax environment
 Enhancing the participation of developing countries in relevant international fora

 Supporting the adoption and implementation of international standards
Transparency and accountability in taxation are high on the Commission's agenda and were
highlighted in the "Tax and Development" Communication of April 2010. Within Budget
Support as well as generally, the Commission assists developing countries in establishing
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effective, fair and efficient tax systems and combating tax evasion, a key source of illicit
financial flows.

Current EU-led or supported international initiatives:

Fiscal Transparency is supported through using and further developing two main tools:
PEFA (Public Expenditures and Financial Accountability) and TADAT (Tax Administration
Diagnostic Assessment Tool).

The EU jointly with the OECD and the World Bank is engaged in the Tripartite Initiative on
Transfer Pricing to prevent profit-shifting.

The EU gives financial and policy support to the Extractive Industries Transparency
Initiative (EITI), and helps a number of countries to comply with the EITI standards.

The EU has amended its internal legislation to require extractive and forestry industries to
provide Country-by-Country Reporting (CBCR). Once transposed into domestic
legislation, this scheme will require the disclosure of payments to governments on a country
and project basis by listed and large non-listed companies with activities in the extractive
industries (oil, gas and mining) and forestry sectors.

8. This question is also in the questionnaire on the Commission 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?

Commission's answer:

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
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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 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.
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Egypt/Congo:

9. This question is also in the questionnaire on the Commission 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:

Egypt does not receive funding from the EDF. Please refer to the response provided to
Written Question No. 59 on  the 2012 Discharge of the Commission.

The Court’s Special Report n° 9/2013 is a performance audit, not a financial audit. Nowhere in it does
the Court therefore express an opinion on the regularity of the financial transactions; the Court‘s
Special Report does not take any position on the financial traceability of the funds, as indicated in the
Parliament’s question, nor on financial controls.

As regards the Democratic Republic of Congo (DRC), the amount of EUR 1.9 billion EUR to
which the question refers is the total amount of assistance given between 2003 and 2011 by
the EU to the DRC.

Actually, the Court examined the effectiveness of EU support in only one field of EU
intervention (governance).. In total, the Court examined 16 EU financed projects for a total
sum of EUR 395.42 million. Several of the sampled projects were "at a very early stage of
implementation" when the audit was conducted.

The Court concludes that the EU’s support for governance is set within a sound cooperation
strategy and addresses the main needs. However, in the Court’s opinion, the projects often do
not produce the expected results.

The Commission disagrees with the Court: the assessment of the effectiveness of EU
programmes needs to take account of the realities of working in a fragile state. The projects’
objectives were in line with the policy and risk-assessment at the time of their design. Risk
management does not only imply that risks will be avoided, but also that support is adjusted
to take account of changing political situations or the time necessary to complete the action.
The Commission considers that the DRC context and risks have been adequately taken into
consideration.

Projects in DRC are subject to regular monitoring, evaluation and auditing activities. The
Commission believes it has a solid control system and that there is no room for complacency;
control mechanisms are regularly reviewed to ensure they are efficient and effective.

Finally, the Commission disagrees with the Court’s  D-rating of the EU support to the 2011
elections, which were only the country's second multi-party vote since independence.
Without the support of the EU, the elections would not have taken place, which would have
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had dramatic consequences for the country and the region. While we clearly recognized
shortcomings of the process, the international community, including the EU, has recognized
the outcome.

10. This question is also in the questionnaire on the Commission 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:

Egypt does not receive any funding from the EDF. Please refer to the reply to the identical
Written Question No 60 concerning the 2012 Discharge to the Commission.

Follow-up on recommendations from 2011 discharge:

11. In its 2011 discharge report, the Parliament insists on the fact that the presence of an
independent national audit body must be a condition for granting budget support. What
measures has the Commission taken to integrate this condition into its requirement for granting
budget support?

Commission's answer : (Reply 316 / SWD(2013)349 final)

The Commission agrees that a national independent audit function is vital for the good
functioning of a state and this is strongly supported in all our Budget Support contracts.

Budget support is also given on the basis of a credible and relevant Public Finance Reform
(PFM) programme which can include and give substantial support to the creation of an
independent national audit body. Should the reform programme not proceed as agreed then
the Budget Support would not be paid.  There are several examples of using budget support
to supporting the beneficiaries move towards an independent audit institution.

A strong or strengthened independent audit capacity can in some cases be an outcome rather
than a pre-condition for Budget Support. Insisting on a fully fledged audit capacity as a pre-
condition would render, for example, State-Building Contracts for fragile states largely
impossible.

It has been accepted (Council Conclusions 2012) that “Providing budget support in the form
of State Building Contracts with partner countries in fragile situations should be based on a
case-by-case approach and an assessment of potential benefits and risks, an analysis of
alternative aid modalities as well as of the cost of inaction.”
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The Commission is supporting the creation and strengthening of Supreme Audit Institutions
(SAI) directly through a number of projects and other actions, many of which – but not all -
are related to the provision of Budget Support.  The Commission works with the International
Organisation of Supreme Audit Institutions (INTOSAI) – and is one of the first signatories of
the related Memorandum of Understanding (MoU) and intends to strengthen this support.

The dimension of effective external audit is also being strengthened in the on-going revision
of the Public Expenditure and Financial Accountability (PEFA) framework.

12. Has the Commission taken any measures to introduce a 'traffic light' system in its annual EDF
report in order to show what has improved or deteriorated from one year to the next?

Commission's answer: (Reply 130 / SWD(2013)349 final)

EDF Reports contain information on financial and operational performance as well as on
improvements in the quality of projects. The effectiveness of checks on legality and
regularity is also taken into consideration. This information can be compared over years. The
regular reports on the European Union’s Development and External Assistance Policies and
their Implementation also provide relevant data which are comparable over time.

Reporting on internal monitoring by EU Delegations is presently organized through a system
of traffic lights in the External Assistance Management Reports (EAMR). Further elements
on Internal Monitoring are also available in the 2013 Annual Report on the European Union's
Development and external assistance policies and their implementation.

13. What measures, if any, has the Commission taken with regards to establishing a blacklist of
external service providers that do not meet the required standards, including a set of binding
criteria?

Commission's answer : (Reply 298 / SWD(2013)349 final)

The Financial Regulation does not allow the establishment and the use of any blacklist of
external service providers. Under Article 108 of the Financial Regulation, the mechanism
ensuring the protection of EU financial interest is a central exclusion database set up and
operated by the Commission where candidates and tenderers are registered when they are
excluded from participation in procurement procedures under Article 106 of this Regulation.
This central exclusion database allows for the respect of the rights of the persons registered,
including the protection of their personal data, their reputation and their business interests.
These guarantees would not be ensured if blacklists were to be used.
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14. What steps has the Commission taken to involve the recipient countries in the fight against tax
avoidance through an incentives based programme?

Commission's answer: TAXUD (Reply 304 / SWD(2013)349 final)

Transparency and accountability in taxation are high on the Commission's agenda. They
were highlighted in the "Tax and Development" Communication of April 2010, and further
emphasised in the Communication on "The Future Approach to EU Budget Support to Third
Countries".

Countries are incentivised through possible support in different schemes and by possibly
qualifying for further enhanced cooperation. The Commission is particularly engaged in the
area of transfer pricing to enable developing countries improving fiscal transparency and
adequacy in the pricing of intra-firm transactions and thus preventing profit-shifting. The
Commission is engaged in a growing initiative on transfer pricing with the OECD and the
World Bank. Capacity building initiatives are on-going in Honduras, Ghana, Kenya,
Vietnam, Peru, EAC and ECOWAS.

The Commission further assists developing countries in establishing effective, fair and
efficient tax systems in line with the principles of good governance in the tax area to combat
tax evasion, a key source of illicit financial flows. The Commission underlined in its
Recommendation "regarding measures intended to encourage third countries to apply
minimum standards of good governance in tax matters" of December 2012 that also Member
States should consider offering closer cooperation and assistance to third countries, especially
developing ones, which are committed to complying with minimum standards of good
governance in the tax area (transparency, exchange of information and fair tax competition),
in order to assist fighting effectively against tax evasion and aggressive tax planning.

Transparency in resource-rich countries should be a cornerstone of the countries revenue
system and its fight against illicit financial flows. In that respect, the Commission supports
the Extractive Industry Transparency Initiative (EITI), one of the most successful
transparency initiatives to date. The EITI standard ensures that payments made by companies
to governments (corporate income taxes, royalties, etc.) and payments received by
governments from companies are consistent at host country level and reconciled to the largest
extent possible. This provides civil society organizations and Parliaments in EITI-compliant
countries with some crucial tools to assess whether due royalties and other tax payments from
extractive industries have been made and whether corruption activates can be identified. As
of August 2013, 23 countries were EITI compliant, while 16 had candidate status.

The EU amended its internal legislation to require extractive and forestry industries to do
Country-by-Country Reporting (CBCR). By 20 July 2015, all Member States need to have
transposed these Directives into national laws. The scheme will require the disclosure of
payments to governments on a country and project basis by listed and large non-listed
companies with activities in the extractive industries (oil, gas and mining) and forestry
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sectors. This scheme is a piece of EU’s efforts regarding Policy Coherence for Development
towards the mobilisation of domestic resource in developing countries and will contribute to
the fight against tax fraud and corruption and a fairer distribution of the benefits of the
Globalisation..

15. In the past five years, how many times has the Commission made use of the political dialogue
under Article 8 of the Cotonou Agreement when there were violations of human rights? Has this
led to a suspension of aid?

Commission's answer: (Reply 308 / SWD(2013)349 final)

Article 8 Dialogue takes place with almost all ACP countries, at least once a year, and in
most cases includes HR issues. Even though Human Rights violations can be discussed
during this dialogue - Article 8 is not the only forum where HR violations can be discussed.
There are other tools such as diplomatic demarches. To date, legally speaking, intensified
political dialogue in a context of HR violation and as defined in Annex VII of the Cotonou
agreement has never led to a suspension of aid.

The Cotonou Partnership Agreement foresees that in cases when dialogue on essential
elements (such as Human Rights) has been exhausted under Article 8, violations of the
essential elements can lead to the opening of consultations under Art. 96. If those
consultations do not lead to a solution acceptable to both parties, appropriate measures such
as a suspension of aid may be taken. Currently, there are 5 Art. 96 situations where a
suspension of aid has been decided: Fiji, Zimbabwe, Guinea Bissau, Guinea and Madagascar.

16. Has the Commission taken any initiatives to improve the sustainability of aid, including
implementing the recommendations in ECA Special reports No. 1/2012 and 13/2012?

Commission's answer: (Replies 309, 310 / SWD(2013)349 final)

The Agenda for Change (COM(2011)637) provides a clear policy platform for the European
Commission to make its aid more sustainable. Due to this framework and the complementary
communications on Resilience, Nutrition and the Implementation Plan on Food and Nutrition
Security which were all adopted by the Council in May 2013, the Commission managed to
shift from short term to long term support while ensuring a better link between humanitarian
and development assistance.

Concerning Special Report 1/2012: those principles led the Commission to launch two
initiatives – SHARE (Supporting Horn of Africa Resilience) and AGIR (Alliance Globale
pour l’Initiative Résilience) - aiming at reducing structural vulnerability and fostering the
resilience of the poorest households in the Horn of Africa and the Sahel. The Commission
built on the achievements of the Food Security Thematic Programme (FSTP) and the EU
Food Facility to promote evidence-based programming for 2014-2020. Subsequently, specific
guidance has been provided to EU Delegations in chronically food insecure countries or



13

countries where agriculture is a driver for growth, to ensure that those priorities would be
taken care of. As a result, 48 partner countries were able to consider food and nutrition
security and sustainable agriculture among their focal sectors.

In addition to this evidence-based programming, the Commission is also working to define
clearer objectives and give more prominence to nutrition. Therefore, the Commission defined
its goal of “supporting partner countries to reduce chronically undernourished children by 7
million by 2025”. About EUR 3.5 billion were allocated for this purpose during the G8
Nutrition for Growth Summit in June 2013. An action plan to achieve this goal will be
presented in April 2014.

Finally, the Commission will continue pursuing the use of social transfers as well as the use
of new tools to mitigate financial agricultural risks like the development of the G20 initiative
Platform for Agricultural Risk Management (PARM).

Concerning Special Report 13/2012, the Commission always takes deficiencies very
seriously - whether they are identified by the Court or through its own monitoring system.
They are tackled in the framework of on-going projects or by additional programmes; in a
few cases it is the partner country that deals with them. One measure undertaken concerns the
institutional sustainability issues, where the Commission supports extensive capacity-
building and training activities to empower water user associations and local authorities to
own, manage and operate their installations, sometimes with the support of the private sector.

In addition, a set of preventive measures are being applied. These include the establishment
of internal quality control mechanisms as with the Quality Support Groups, which serve, inter
alia, to address potential sustainability issues in line with the Court’s recommendations. Most
of the projects studied by the Court were approved before the creation of the "Quality
Support Groups" in 2005. Moreover, the Commission will in the future pay particular
attention to ensuring that the existing procedures are duly applied and that the
recommendations made by the Court are actually taken into consideration upstream before
any new project approval.

17. Has there been any development in the use of performance audits? Has the Commission begun
the process of formulating clear objectives which will make it possible to do actual performance
audits?

Commission's answer: SG (Reply 311 / SWD(2013)349 final)

EuropeAid pays the utmost attention to measuring the performance of its interventions. This
measurement is carried out at different levels. The ROM system provides information about
the performance of individual projects. Region and country level evaluations provide
information on performance at the geographical level. Strategic evaluations provide
information on performance concerning the strategic objectives of the Directorate-General. In
this regard, the DG has an extremely developed evaluation system, which regularly assesses
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performance and delivery on the basis of standard evaluation criteria, including effectiveness
and efficiency.

This is complemented by the existing monitoring system at operational and administrative
level.

In addition to the use of evaluations, EuropeAid considers the contribution from the Court’s
performance audits to be highly important and carefully follows the findings, conclusions and
recommendations thereof.

However, the use of the terms “audit” in Europeaid is mostly related to exercises aimed at
verifying the regularity and legality of operations. Even if performance audits are not
excluded, they are not the main tool for measuring the performance of EU external aid.

As to the definition of objectives, in its proposals for the new generation of programmes
under the next Multiannual Financial Framework (MFF), the Commission has included
several elements to enhance the performance framework and simplify the rules and processes
in order to reduce the risk of errors affecting payments.  This should focus more on efficiency
and effectiveness in attaining the overall objectives of the various policy areas while bearing
in mind the needto ensure that the level of error on financial transactions does not exceed a
reasonable level.  The Commission has instructed all its services to reflect the performance
framework resulting from the 2014-2020 spending programmes in the policy planning
processes, notably the management plans for 2014; this concerns the objectives (both general
and specific) and indicators set out in the legal acts.

18. Has the Commission made the results of the 2011 thematic evaluation on justice and security
system reform publicly available?

Commission's answer: HOME (Reply 317 / SWD(2013)349 final)

As mentioned in the 2011 discharge Staff Working Document (SWD), every final
evaluation report is available on internet:

For the Evaluation of the European Commission’s support to Justice and Security System
Reform (JSSR) in third countries over the period 2001-2009
(http://ec.europa.eu/europeaid/how/evaluation/evaluation_reports/2011/1295_docs_en.htm) a
dissemination seminar was held on 03/02/2012 (minutes on internet). EU institutions,
Member States, other donors, partner countries, civil society and researchers have been
invited and attended the meeting.

19. Has the Commission taken the necessary measure to create a public register in which budget
support agreements, procedures and development indicators are transparently listed?

Commission's answer: (Reply 319 / SWD(2013)349 final)
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The Commission has committed itself, in the 2011 communication on a new approach to
Budget Support, to publishing relevant information on EU budget support operations.

Since then the Commission has improved its delivery on the transparency commitment
further through fully engaging in the International Aid Transparency Initiative (IATI) and
the EU Transparency Guarantee.

On the Europeaid internet site, it is today possible to access all projects and financial
transactions, by country, in one place in a central IATI registry.
http://ec.europa.eu/europeaid/how/accountability/iati_en.htm The registry provides regular,
detailed and timely information on the volume, allocation and results of development
expenditure, when available.

The Commission meets the commitments entered into in the Busan Partnership for Effective
Development Co-operation, as well as to the EU Transparency guarantee.

As concerns Budget Support, the Commission is currently analysing what further information
may be missing and the best media to publish it in. The Commission, however, wishes to do
this through existing instruments and has not committed itself to setting up a specific,
separate public register for Budget Support operations.

General:

20. The international Management Group (IMG) receives financial support from the Commission for
various projects throughout the world.

a. What contracts currently exist between the IMG and the Commission under the 10th EDF
and in which countries? What is the extent of these contracts?

Commission's answer:

There are no contracts between the IMG and the Commission under the 10th EDF

21. What were the administrative costs of the EDF in 2012? How many staff were employed in
coordination and support?

Commission's answer:

The total payments on European Development Fund (EDF) administrative resources in 2012
amounted to EUR 102.7 million. They covered the following categories:

 Personnel-related expenditure at Headquarters and in Delegations (salaries and
infrastructure costs in delegations)

 The preparation, follow-up, monitoring, accounting, audit and evaluation activities
directly linked to programming and implementation of the Commission managed EDF
resources;

 Development policy research activities, studies, meetings, information, awareness-
raising, training and publication activities
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 Information systems related expenditure
 Late payment interests
 Grant to the Executive Agency Education Audio-visual and Culture (EAC)

(management of the programme Erasmus Mundus).

These activities are in line with article 6 of the 10th EDF internal agreement, which covers
costs of the Commission linked to the programming and implementation of the EDF.

The personnel financed is not assigned to core tasks of the European public service, i.e. the
Commission's permanent staff. There is no personnel financed from EDF and employed in
coordination posts. Only a small number of people are employed in support posts, 81 local
agents and 10 contract agents, all of them being in the EU Delegations. All the other staff
financed by the EDF, both in headquarters and in the EU Delegations is employed for
operational or financial tasks.

22. How much money did the EDF contribute to which Trust funds in 2012? What were the
respective administrative costs?

Commission's answer:

-In 2012, the EDF allocations in the development field to Multi-Donor Trust Funds amounted
to some € 86 million of which 70%   were Trust Funds set up by the World Bank. In addition,
there was an EDF commitment to the EU-Africa Infrastructure Trust Fund in support of the
"Sustainable Energy for All" initiative of € 329 million to be administered by the European
Investment Bank.

-The Commission has negotiated a percentage of the cost of a project to cover the
International Organisation's administrative expenditure to implement operations financed
by the EU.

This amount is set at a maximum of 7% of total direct eligible costs for the United Nations
system. As regards the World Bank, the Framework Agreement and its annexes signed with
the World Bank in 2009 prescribe that a maximum of 7% indirect costs may be deducted
from a contribution, which includes any set up fee.

In practice, the World Bank typically charges a standard fee of 5% of the contribution plus
a USD 35.000 set-up fee for each Trust Fund up to a total size of USD 30 million. For larger
Trust Funds a customized fee is charged, typically lower than the standard fee, and always
within the limits set by the Framework Agreement.

As regards the EU-Africa Infrastructure Trust Fund, the total amount of administrative
costs incurred by the Financial Institutions involved is estimated at a maximum of 6%.

23. The overseas territories of EU-Member States are for the first time part of EDF. How much
money they have received in 2012 and how much money they will receive from the 10th EDF in
total?



17

Commission's answer:

The Commission would like to recall that the source of funding in favour of the Overseas
Countries and Territories has always been the European Development Fund. The only
exception is Greenland which is funded by the EU budget on the basis of the COUNCIL
DECISION 2006/526/EC of 17 July 2006 that regulates the relations between the EU,
Greenland and Denmark.

In 2012, the total amount of payments made in favour of Overseas Countries and Territories
under the European Development Fund was of EUR 56.13 million (Communication from the
Commission to the European Parliament, the Council and the Court of Auditors – Final
Accounts of the 8th,9th and 10th European Development Funds – Financial Year 2012,
COM(2013)541 of 16/07/2013, page 147).

ANNEX II Aa of the Council Decision 2007/249/EC of 19/03/2007 defines the amount that
OCTs will receive in total from the 10th EDF. OCT's are entitled to an overall amount of EUR
286 million as follows:

-EUR 250 million in the form of grants (EUR 195 million for Territorial Allocations; EUR 40
million for Regional cooperation; and EUR 15 million as  B reserve);

-EUR 30 million to finance the OCT Investment facility (EIB);

-EUR 6 million for studies and technical assistance.

24. In its 2011 discharge report, the Parliament expressed concern with the human resources
policy, in particular the high staff turnover and the reorganisation that took place in mid-2011
and that EuropeAid staff members were being used for tasks other than aid management, over
and above the flexibility limits agreed with the European External Action Service (EEAS); has this
situation been improved in 2012 and?

Commission's answer : (Reply 294 / SWD(2013)349 final)

The situation has overall improved. The organisation of EuropeAid remained broadly stable
with small adjustments needed to make it more efficient. Bridging measures were introduced
to keep contract agents in EuropeAid with interim contracts as long as possible, who
otherwise would have had to leave the organisation under the three-year rule for contracts in
HQ. As regards the use of EuropeAid staff in Delegations the situation has also improved
compared to 2011. As stated in EuropeAid’s 2012 Annual Activity Report, external
assistance management reports (EAMRs) from some Delegations at the year-end showed that
on occasions EuropeAid staff members were still being used for tasks other than aid
management beyond the agreed flexibility arrangements. A close follow-up with Delegations
and efforts to warn them in advance when issues arise is being put in place in 2013.
Moreover, more precise information on respect for the flexibility arrangements will be
requested in the revised version of the EAMR. This would allow for a better and more
systematic quantification of the problem and would help in the estimation of its potential
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impact on the system of control and on the performance of EuropeAid.  Progress has also
been achieved in relation to mixed posts foreseen under the Workload Assessment of
Delegations, to enable the Commission to properly cover EU policies in the field. The
Commission decided in 2012 on the allocation of 13 mixed posts to allow Delegations to
serve the external projection of internal policies. Selection procedures are on-going.

25. What is the number of reported cases of whistleblowing in 2012?

Commission's answer : OLAF - SG (Reply 299 / SWD(2013)349 final)

In 2012 there were no cases reported by whistleblowers (Footnote) in the external aid sector. In
2012 incoming information alleging irregularities or fraud in the external aid sector was given to
OLAF by 62 private known or unknown sources.

Footnote Whistleblowers: "Any official who, in the course of or in connection with the performance
of his duties, becomes aware of facts which give rise to the presumption of the existence of possible
illegal activity, including fraud or corruption, detrimental to the interests of the EU (…) "shall without
delay inform either his hierarchy or OLAF directly about these facts. An official shall not suffer any
prejudicial effects on the part of the institution as a result of having communicated the (…)
information provided that he acted reasonably and honestly".

26. What is the status of the agreement between the Commission the World Bank Group (WBG) vis-
á-vis the provision of the necessary financial information from the WBG to the relevant Union
institutions?

Commission's answer : (Reply 327 / SWD(2013)349 final)

Given the recurrent problem of access to World Bank information in the framework of the
Court’s audits and the Commission’s verifications, intensive work has been carried out by the
Court of Auditors and EuropeAid in order to address and solve the existing issues.

A meeting was held between the European Court of Auditors (ECA), the Commission and the
World Bank in Luxembourg on 27 February 2013. The objectives of the meeting were

• for ECA representatives to provide any necessary clarification of ECA‘s audit requirements
and practices;

• to elucidate why institutions within the WB Group had found it difficult to comply with
certain audit requests by ECA;

• to discuss any practical steps which might avoid the recurrence of such difficulties in the
future.

Several solutions were discussed during the meeting: assessing the possibility of placing
more reliance on the WB fiduciary system, clarifying the requirements for confidentiality on
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both sides, working on improving the provision of documents by recipients of funds through
WB Trust Funds, and establishing two central contact points at the WB headquarters and
EuropeAid in order to try and solve potential issues.

The last solution was immediately applied, with the appointment of two such contact persons.

Additionally, both the Court of Auditors and the Commission provided information about the
confidentiality provisions in EU law to the WB, through two separate notes. On the basis of
the legal explanations given by both Institutions, the World Bank agreed formally in June to
comply with the documentation requirements and endeavoured to lift the restriction based on
confidentiality.

Finally, in September 2013, as agreed in February, the Commission and the Court of Auditors
jointly visited the WB Headquarters in Washington. The objective was to collect practical
information about the fiduciary system of the organisation for further consideration.

As a result of this work the situation has improved noticeably in terms of access to
documentation, not least thanks to the work of the two appointed contact points. However, it
is still early to conclude that all problems are about to be solved and this issue will still
require follow-up in the near future.

27. What is the percentage of EDF payments transferred to European bank accounts in 2012
compared to bank accounts in developing countries? ( excluding budget support finances)

Commission's answer :

Out of the EDF payments excluding payments for budget support, 76% were transferred to
European bank accounts in 2012.

28. What where the percentages paid for services, works, supplies and grants in 2012

Commission's answer :

The percentages paid in 2012 by the European Development Fund (EDF) for the different
types of contracts are listed below:

Type of contract
Paid Amount

%
EUR

million
Works 14.20% 458.41
Grant 12.40% 402.45

Services 8.20% 264.54

Supplies 1.40% 45.04
36.20% 1,170.44

The remaining 63.8% correspond to Budget Support, programme-estimates and support to
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actions carried out by International Organisations and other partners (e.g. Member States’
Agencies).

29. What was the total loss incurred in 2012 by not including the interests on pre financing
payments above 250.000 euro in the final accounts?

Commission's answer :

The recovery of interest generated by pre-financing over EUR 750,000 is always executed,
on an annual basis or when establishing the final situation before contracts are closed, so no
loss is incurred. For the 2012 exercise, interest generated by pre-financing payments over
EUR 750,000, recovered in 2013, represents EUR 1.5 million (corresponding to 346
contracts, for a total of EUR 1.1 billion pre-financed).

Interest generated by pre-financing payments between EUR 250,000 and EUR 750,000 is
allocated to the programme or the action concerned and deducted from the payment of the
balance of the amounts due to the beneficiary. Due to the fact that there is no obligation to
recover those amounts annually, the revenue is differed to the end of the contract. This
revenue is estimated at EUR 375,000 for 2012. Also in this case there is no loss.

30. In 2012 and 2013 the budget control committee adopted a large number of conclusion relating
to EDF expenditures based on the relevant special reports by the Court of Auditors. Could the
Commission inform CONT committee on the follow-up to these conclusions?

Commission's answer :

Three special reports in relation to EDF expenditures by the European Court of Auditors were
discussed so far by the Budgetary Control Committee (Food Security in sub Saharan Africa,
Water and Sanitation, Road networks in sub Saharan Africa) over the period 2012-2013.

Regarding the report on food security, all the recommendations made by the Court have been
implemented but one. This recommendation was the following:  "The Commission and the
European External Action Service should examine, possibly with other development partners,
the feasibility of a permanent instrument for financing urgent and supplementary measures
that may be required to address the consequences of potential future food-crises in
developing countries." The Commission agrees to examine this possibility. High volatility
will remain a feature of food prices in the future. The Commission believes that a multi-
pronged approach will be required including helping partner countries to factor food price
volatility into their own food security policies and addressing the issue at various levels and
through various instruments, a number of them being outside the remit of development
cooperation. In the future Multiannual Financial Framework (MFF) for 2014-2020 the
capacity for response to crises should be enhanced. To this end, negotiations are on-going in
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the framework of the 2014-2020 Multiannual Financial Framework (MFF). There is the
possibility of considering a EU Trust Fund as a new initiative to address food crises.

As regards water and sanitation, some recommendations have been tackled in the framework
of  on-going projects, or through additional programmes. In a few cases it is the partner
country which deals with them. In order to address institutional sustainability issues the
Commission supports extensive capacity-building and training activities to empower water
user associations and local authorities to own, manage and operate their installations,
sometimes with the support of the private sector. In addition a set of preventive measures are
being applied. These include the establishment of internal quality control mechanisms as with
the Quality Support Groups, which serve inter alia to address potential sustainability issues,
in line with the Court’s recommendations

As regards the report on Road networks, it is a more recent report and the recommendations
made by the Court are still in the implementation phase.

31. Could the Commission give an overview of the number of evaluations carried out by third
parties in 2012 in the field of development policies? What were the total costs for these
evaluations? How many of these evaluations are public?

Commission's answer:

By "third parties" we understand donors other than the European Commission.

All evaluations managed by DAC members are published by OECD at http://www.oecd.org/derec/

In 2012, 144 evaluations managed by other DAC members were published.

The budgets of these evaluations are not available.

32. Is the specific tool to a better follow up on audit reports within the CRIS audit module been
finalized? If not why not?

Commission's answer :

The elaboration of this new tool is on-going and is a complex process. A users’ group, with
representatives of Headquarters (HQ) and Delegations, was set up at the beginning of 2013
with the aim of defining the general design and main functionalities. Given its high priority
level, the analysis and IT development of the terms of reference resulting from the work of
this user's group will be included in the IT master plan for 2014. This process is expected to
start in the course of the first half of next year. The objective is to make a fully operational
tool available to all units at HQ and in Delegations by the end of 2014.

33. "On 21 september 2011, a CONT substitute Member submitted a formal request to OLAF to
open an investigation into a case of possible fraud in Guyana with EDF money. On March 9,



22

2012, OLAF decided to open a full investigation (case OF/2011/1014 – Guyana Sea Defence
Sector). Do the Commission ( DGDevco and/or EuropeAid) know about this ongoing OLAF
investigation? Could the Commissioner give CONT committee an update on this investigation
from his point of view? Have persons been called to account in regard of this specific case? Can
the Commissioner indicate what actual measures have been taken to combat fraud with EDF
money in third countries in general and in Guyana specifically? "

Commission's answer : OLAF

The OLAF investigation is on-going and no further details can be released at this time.

34. Could the Commissioner explain how the extensive project on the CRIS User Interface
improvement is coming along, has progress been made in reducing encoding errors?

Commission's answer:

The objectives of the project are to identify the weaknesses in the CRIS user interface that
can lead to encoding errors and formulate recommendations to the system supplier. The work
started in January 2013 and focused on the enforcement of business rules, the interface’s
user-friendliness and its contextual help.  Issues were identified from written materials (audit
reports, CRIS survey, ex-post controls, etc.) and from interviews with more than 60 key users
in Headquarters and in Delegations, focusing on two important modules: CRIS Invoice and
CRIS Contract.

The outcomes have been the following: 200 recommendations to the system suppliers,
associated with priorities, the identification of 34 defects being fixed by the system supplier,
improvement to 65 field names and 10 lists of values, revised glossary terms and 80
improvements to the business rule verification mechanisms related to the Invoice module.
Their implementation will be started in 2014. The high volume of recommendations will
require a refinement of the priorities assigned to each action and a possible phasing of the
implementation work spread over the 2014-2016 period.

35. Commission has stated that a refined methodology will be applied during the 2013 RER
exercise, could the Commissioner explain in which way this refined methodology will make a
difference?

Commission's answer :

The refinements of the Residual Error Rate (RER) study methodology to be applied as from
the 2013 RER study mainly concern improved guidance in the manual on how to deal with
previous control work, how to calculate individual error rates and when and how to estimate
errors in cases of lacking documentation. The sampling process has also been approved and
reporting templates introduced. These changes will further increase the coherence of the
approach, add transparency and make the results even more reliable. The Commission also
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discussed the proposals made by the European Court of Auditors with the contractor carrying
out the RER study.

36. What kind of action has been taken to ensure clearance of expenditure without delay?

Commission's answer :

DG DEVCO is monitoring carefully activities on the payment process, which are performed
at central and Directorate levels. Reports are made available to DG EuropeAids Directorates
for further analysis. Reports and reminders are also sent regularly to the end users and their
hierarchy.

In addition, a new dashboard is under development in order to allow management to have a
better overview of the payment deadlines and more specifically regarding the clearing of
expenditure. In the framework of the External Assistance Management Report (EAMR), the
use of a dedicated Key Performance Indicator will also help to check payment delays
periodically.

Reports on payment delay statistics have been developed in order to enable EuropeAid to
detect difficulties per geographical zone more easily. An analysis per Directorate and
Delegation has already been done with the cooperation of all geographical units. Based on the
conclusions of this analysis, it has been possible to define the typology of delays and to
perform targeted actions. The exercise will be continued during the course of 2014.

For example, regular reminders have been sent to the end users through the "Pre-closure" and
"closure" annual notes, as well as regular annual follow-ups. An update of the training guides
and "DEVCO Companion" has been carried out. The cleaning-up of the invoices of the old
Pre-financing still open after a certain deadline has also been carried out recently.

All this work is already showing positive effects as recognised by the Directorate-General for
Budget in its annual "accounting quality " report. This report shows an improvement in the
average processing  of invoices (cost statement) between 2011 and 2012 of 27%.

37. Commission has stated that in 2013 the possibilities of enhancing the quality and effectiveness
of audits and verifications would be examined, what kind of conclusions has been drawn from
this examination?

Commission's answer :

The Commission has analysed quality issues related to audit and verification reports and
intends to develop simplified quality evaluation grids. These should be used by staff
managing audits and verifications but who are not trained auditors. The Commission aims to
implement a decentralised quality review system of audits and verifications in the first
quarter of 2014.
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