Follow-up to the European Parliament resolution on budgetary control of EU funds in Afghanistan, adopted by the Commission on 10 March 2009
1.
Rapporteur: Véronique MATHIEU (EPP-ED/FR)

2.
EP reference number: A6-0488/2008 / P6_TA-RROV(2009)0023

3.
Date of adoption of the resolution: 15 January 2009
4.
Subject:  Budgetary Control of EU funds in Afghanistan

5.
Competent Parliamentary Committee: Committee on Budgetary Control (COCOBU)
6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution shows that the Commission provided convincing evidence that Community funds in Afghanistan are spent in a prudent, effective and efficient way and that the Commission effectively monitors their implementation. 

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
"Presentation of an annual report to the EP (recommendation 40) on the effectiveness and impact of EC aid, an assessment of the legality and regularity of operations, the proportion of expenditure by aid type, and irregularities identified and measures taken, and on evaluation of EC aid for Afghanistan (recommendation 32)"
· The Commission will launch an evaluation of the effectiveness and impact of EC aid on the basis of standard evaluation procedures. As concerns work with international organisations, a horizontal (i.e. not Afghanistan specific) evaluation of joint management with UN and WB published last year was broadly positive.

· Each year, one of the regular updates of the State of Play will present progress made throughout the preceding year. The Commission intends to use the April 2009 issue to cover 2008 when the data from ARTF and LOTFA are available.

· As part of the 2006 discharge follow-up, a manager of the LOTFA attended an information meeting organised in July 2008 within AFET with trust fund managers and MEPs from AFET, DEVE, COBU and COCOBU. 

· A statement of assurance on the legality and regularity of aid is included in the Annual Activity Report, signed each year by the Europe Aid Director General and made available to the EP. The AAR describes the activities carried out during the year as well as the controls carried out and their results.

· The Commission will regularly present to the EP information on a typology of irregularities identified in the delivery of aid for Afghanistan and measures taken to address them.

· EP recommendation to the Council on the production of opium for medical purposes in Afghanistan (recommendation 59) opposing fumigation and proposing a discussion on a "poppy for medicine" pilot project
The Commission does not share the EP's recommendation on production of opium for medical purposes in Afghanistan. The Commission view is based on the following grounds:

· sufficient supply of opium for medical purposes and no need to increase further production;

· taking into account that opium production is concentrated in a few mainly Southern provinces, where insurgents have strongest position and support, and rule of law and security is weak, there is no way to ensure effective control of production of opium for medical purposes in these regions; thus replication of a pilot project would hardly be possible. 

· support to poppy free provinces should not be undermined – on the contrary should be rewarded.

· Change of focal areas (recommendations 35 to 38) to tackle key problems affecting daily life, health, security and access to public services and basic education
A key principle of the aid effectiveness commitments and the Code of Conduct is focusing on a limited number of sectors and division of labour. Concentration is also necessary to demonstrate results. The present Strategy Paper 2007-2013 identifies all together 6 sectors for cooperation – 3 focal and 3 non focal – far above average in DCI countries (3-4). While health is a focal sector and the Commission supports infrastructure development throughout different sectors (access roads and local infrastructure, border crossing points, health services infrastructure, irrigation), education has not been identified for EC cooperation due to sufficient presence of other donors in this sector. Nevertheless, the EC has been contributing to education through the recurrent window of the Afghanistan Reconstruction Trust Funds (ARTF). The Commission will look at the choice of sectors and allocations for the next MIP within the MTR of the programming documents.

· Coordination (a) and visibility (b) of EC aid (recommendations 25 to 33) to (a) improve coordination and management methods, and to improve public finance management; and (b) boost EU visibility locally and in Europe
(a) The Commission is making all necessary efforts to improve coordination with the Member States, in particular in focal areas of EC assistance (i.e. health, governance, rural development as well as social protection, demining, and regional cooperation). The role of coordinator between the Member States is not in its mandate, but the Commission is ready to take that responsibility if Member States so wish. A blue book presented EU aid for Afghanistan is under preparation. The EC is determined to enhance implementing the principles of aid effectiveness. EC aid is aligned with the Afghan government's priorities and the National Development Strategy. The Commission is contributing to the overall coordination and dialogue mechanism between the Afghan government and donors within the Joint Coordination and Monitoring Board (JCMB). The Commission will build on the results of the ongoing programmes, address the development priorities of the government and coordinate with other donors, especially Member States, in this process. In doing so, the European Parliament's recommendations will be taken into consideration.

(b) The Commission shares the EP's concern about the visibility of its actions and has taken several measures to raise the profile of its work in Afghanistan, including publication of detailed and regularly updated information on its websites; production of a "blue book" aimed at coordinating approaches between the EC and the Member States more closely; regular updates of State of Play, participation in coordination mechanisms with government and other donors; dedicated communication budgets and communication plans in the large majority of actions funded, and so on. Communication and visibility are specifically analysed as part of the Commission's quality support mechanisms when preparing new actions.

· Capacity building for the Afghan administration (recommendations 51/57 and 58), including anti-corruption initiatives and civil service training, measures to improve transparency in resource allocation from the national budget, improving parliamentary contacts
The Afghan administration's insufficient administrative capacity is of the greatest concern for the EC. Efforts to stabilize structures and to build upon them are being undertaken in the health and the police sectors (part of governance) and will be completed by interventions in the justice sector. Following an unsatisfactory system audit results of the Afghan health sector, the Commission concluded that the health support programme committed in 2008 cannot be implemented in decentralised mode and will be managed by the Commission Delegation in Kabul. The Commission will use the findings of the audit to identify with the Afghan side and other donors involved the sector (WB, USAID) reforms and capacity development needs so as to provide targeted technical assistance through capacity development component of the health sector programme. Donors are working on enhancing capacity development programmes for the Afghan administration within the ARTF. The involvement of the Afghan Parliament is of specific importance and will receive the Commission's greatest attention.

· Multi-donor Trust Funds (recommendations 39 and 42), including control of funds and more joint investigations with OLAF, the World Bank and UN agencies
· In the case of Multi-Donor Trust Funds, monitoring of implementation is executed through the Commission's participation in steering committees, joint evaluation missions with other donors (both LOTFA and ARTF) as well as through verification missions to the MDTFs (ARTF, LOTFA).

· The Commission takes part in the steering committees of the MDTFs, where results (reports), problems, evaluation recommendations and changes in the MDTFs are discussed (e.g. establishment of the new rule of law programme under ARTF).

· The Commission cooperates closely with UNDP and WB to improve the transparency of the management of the MDTFs that receive EC support (ARTF and LOTFA). Together with other donors, the Commission has taken initiatives to improve the management of LOTFA through the introduction of a system of salary payments to bank accounts, the introduction of ID cards for the policemen and the putting in place of a verifying agent that checks the eligibility of costs. Similar arrangements are in place in ARTF.

· The Commission provides regular information to the EP through an up-to-date website, regular publication of a State of Play on Afghanistan (the latest issue sent to the EP on 10 February 2009), information on the programmes implemented through multi-donor trust funds as well as inviting the managers of the MDTFs to the EP (cf. LOTFA in July 2008).

· Audit verification mission of ARTF and LOTFA has been launched.

· Fraud and cooperation with OLAF (recommendation 41)

The Commission informs OLAF about all cases of irregularities identified. The Commission is not aware of any problems so far regarding cooperation of the UN or other international organisations with the Court of Auditors or OLAF.

· Budget Support (recommendations 30 and 31)

While the EU presently supports the core budget of the Afghan Government, it does not, so far, provide direct budget support. This is due to weaknesses within the Afghan public finance management system. The 2008 PEFA report points to weaknesses such as low internal and external audit capacity (the Audit Law not yet being in effect) and low financial management capacity in key line ministries. Public Finance Management support is provided through the World Bank, though there is agreement among donors that the capacity development component of the ARTF should be strengthened. The Commission agrees that civil society organisations can substantially contribute to monitoring the results of programmes supported through budget support and through multi-donor trust funds.
· Gender (recommendations 34 and 57)
The Commission supports actions promoting the rights of women, supporting women in conflict with tradition and in detention, and in general strengthening of the gender dimension in the areas of governance, police, judiciary and public administration. Women and children are the main beneficiaries of the health support programme, through which the Commission is providing a basic package of health and hospital services. Support for vulnerable women and children is one of the components of the social support programme. Through LOTFA, the recruitment and retention of women in the Afghan police is encouraged. While designing border crossing points, the Commission ensures that conditions/infrastructure enable female customs staff to work there. The justice support programme aims to improve access of women to justice and should benefit women in the judiciary. The Commission will ensure that the gender dimension of EC aid to Afghanistan is covered in its evaluations.
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