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~ FINANCING MEMORANDUM

" The European Commission, hereinafter referred to as "the Commission”, aéting for and on
" pehalf of the European Community, hereinafter referred to as "the Community" represented

by the Comimissioner for Regional Policy, Mr. Michel Bamier, for the Commission
on the one part, and -

The Government of BUI‘gaﬁa,bhereinafter referred to as "the beneficiary”

on the other part,

' HAVE AGREED AS FOLLOWS:

S oamiclel

o The inéasufé referred to in Article 2 below shall be implemented and financed out of the
budgetary resources of .the, Community in accordance with the provisions set out in this
Memorandum. The measure referred to in Article 2 below shall be implemented in line with
the General Conditions annexed to the Framework Agreement signed between the

" Commission and the beneficiary and supplemented by the terms of this Memorandum and the

provisions annexed hereto.
Article 2
Identification of the measure

The Ii;st;ument for Structural Policies for Pre-accession shall contribute, by way of a grant,
towards the ﬁnancing of the following measure as described in Annex I: : :

‘ Measure number: 2002 BG 16 P PA 003

Technical Assistance to the Preparation of the National Fund,

Title:
ISPA Implementing Agencies and Public Internal Financial
Control Agency to implement the Extended Decentralised
Implementation System (EDIS)
Duration: Start date: The date of signature of the financing memorandum
by the Commission
End date: Until 31 December 2005 R
Location: Bulgaria : o
Group:
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. B7-020. _Comnﬁtmeﬁts in respect of subsequent instalm '
- initial . or revised. financing - plan  for the measure, subject to the state of
: implemqntati_on of the measure and to budgetary availability. . =" oo

Article 3
Commitment

The maximum publi'c or equivalent expenditure which may be taken into account for
the purpose of calculating assistance shall be € 892 555;

The rate of Community assistance granted to the measure is fixed at 100 % of total
public or equivalent expenditure as indicated in the financing plan in Annex II;

The maximum amount of assistance from the Instrument for Structural Policies for
Pre-accession is fixed at € 892 555; : -

An amount of € 714044 is committed from the 2002 budget under budgetary line
ents shall be based on the

Article 4

. Payments,

Cor'ﬁihur‘iivt‘ygaésistance shall cover payments on the measure for which legally
“binding commitments have been made by the beneficiary and for which the requisite

finance has been specifically allocated. These payments must relate to the services

- described in Annex I

made before the date of signature of financing memorandum by the

Payménts’
n shall not be eligible for assistance from the Instrument for Structural

Commissio

-Policies for Pre-accession.

The measure described in Annex I and payments by the body tesponsible for the
implementation of the measure shall be completed no later than 31 December 2005.

The report required for the payment of the final balance should be submitted not later
than 6 months after this date. _

The advance payment is fixed at € 357 022, which shall be transferred as follows:

An amount of € 178 511 is paid out after signature of this memorandum by the
beneficiary;
The remainder is paid out following the signing of the first technical assistance

contract. ”

(SN



‘Burope Agreements an

* The Beneficiary and the authority responsible for imple
~point 3 shall ensu ey acq
drawings; plans, publicity and -
_implementation, mO
~Commission, or any , :

Any type of pe
" must be provide

Artlcle 5
Respect of Comniunity law and policies

1 be carried out in compliance with the relevant provisions set out in'the

The measure shal _ ;
d shall contribute to the achievement of Community policies.

Article 6

. Intellectual property

-

mentation mentioned in Annex I

re- that they acquire all necessary intellectual property rights to studies,
other material made in conjunction with planning,
nitoring, and. evaluation of the project. They shall guarantee that "the.
body or.person delegated by the Commission shall have access and the -

;:' right to use such @atéﬂal. The Commission will only use such material for its own purpose.

Article 7
Permits and authorisations
nmtsand or authorisations required for the implementation of the measure
d by the competent authorities of the Beneficiary in due time and in

accordance with national law.

Article 8

Specific conditions related to the measure

be eligible for support under this measure after the

A consultancy contract shall only
to the final terms of reference of that contract.

Commission has given its agreement

Article 9

The implementation provisions described in the Annexes to this financing memorandum form

an integral part of it.

ce with the conditions and implementation provisionsk shall be dealt with by the
according to the procedure stipulated in Annex HI1. Section VIIL

Non-complian
Commission



Artzcle ] 0

: f‘The authentw text of this fmancma memorandurn is the present document as signed

hereunder
Done at Done at Brussels,

§ -2~ 2002

For the Community

o Oﬂw/ o

i M. ‘Barnier S
L 'Commzsszoner‘ L

For the feci ient -

‘ M VELTQHEV
Natzonal Authonsmg ’
. Officer.or equzvalentﬂ,

- ‘NationoQ: I5v8
i Qo—-orc}mv\oéfo‘a

.,f._ay f,f w.s.r

n
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. ANNEX 1
De'scI'iptioh‘ofv measure

Commission code No: 2002 BG 16 P PA 003

MEASURE TITLE
Techmcal Assistance to the Preparation of the Nat10nal Fund, ISPA Implementing

~ Agencies and Public Internal Financial Control Agency to implement the Extended.
: Decentrahsed Implementation System (EDIS)

AUTHORITY MAKING THE APPLICATION (Natlonal ISPA Co-ordinator)

22 EAdE;i"ress‘:} ‘

MI‘ Milen Veltchev Mmlster of Fmance National - ISPA

_‘ Co ordmator

st ,102 Rakovskl Street 1040 Soﬁa Bulgana

| E—mail:“ d. krasteva@mmﬁn govemment bg

" AUTHORITY RESPONSIBLE FOR IMPLEMENTATION (AS DEFINED AT SECTION II )

OFANNEXIIIZ) S ,
Mree ?,w&’inc\ oV O- vaeci‘ov © ch\~\onoQ, fund

31 Narne ;

Ge—g;d;aafeer Dtr‘e,cﬁ’obod‘e \\\om)\’or\‘(\g IS Q\%@%\\\e)(\*
Depoxiraesnr

32, Address: 102, Rakovsk Street, 1040 Sofia, Bulgaria

S &, méhovagmm?m S_g
E-mail: : -

FINAL BENEFICIARY (IN CASE ITIS A DIFFERENT BODY FROM THE AUTHORITY

. MENTIONED UNDER 3). |
4.1. Name: National Fund, Ministry of Finance |
Address: 102, Rakovski Street, 1040 Sofia, Bulgaria
E-mail: - Wmmﬁa—ge%ea&bgi 5. u’\c\&ovpa @mm;m Yb%
4.2. Name: Ministry of Transport and Communication
Address: 9, Vassil Levskl, 1000 Sofia, Bulgaria
4.3. Name: Ministry of Environment and Water

Address: 67, William Gladstone Street, 1000 Sofia, Bulgaria

4.4, Name: Roads Executive Agency
' 3, Macedonia Boulevard, 1606 Sofia, Bulgaria : ¢
}

Address:
“‘4.5. Name: Joint Department (Ministry of Regional Development and Public
Works and Ministry of Environment) _
Address:  17-19 St Cyril I Metodi Street, 1202 Sofia, Bulgaria



" LOCATION. i

5.1 kﬁ;ﬁé‘ﬁciary coﬁﬁtry: | ‘Bvulgan'a

* DESCRIPTION
" This measure will cover the steps to be undertaken by the Bulgarian Government in

order to achieve the minimum criteria set out in the Annex to Council Regulation

(EC) No‘.12'_66./1999 of 21 June 1999 leading to an EDIS decision. The procedural
stages, as outlined in a document entitled “Roadmap to EDIS for ISPA and Phare »

are Gap AssesSment, EDIS Preparation (Gap Filling) and Compliance Assessment on
the path to EDIS. = ‘ . l

o Thc,ﬁfSF s_t_agcl will gri_tiCally examine the financial and management procedures and
- operations of the Ministry of Finance (National Fund and Public Internal Financial

. Control ‘Agency (PIFCA), Ministry of Transport and Communications, Ministry of

_ Environment and Water, Ministry of Regional Development and Public Works (Road

" 'Bxecutive Agency)- and Joint | Department between* Ministry ~ of - Regional - .

',D.e\_reldf)m&?nti an.d Public Works and Ministry of Environment and Water. On the
basis of this review, the consultants will make recommendations on identified gaps

 and, weaknesses. In addition to the Gap Assessment, the consultants will develop

©Terms, of. Reference for Stage 2 (Gap Filling) through ‘the development and
s implf?@?{{t,ati?n of 'a working programme for the .’ implementatibn " of the
r‘ecomm;ngviatlons in the Gap Assessment Report. As part ‘of this. sfage the -
Consultantgﬁ,will'also -assist the national authorities in prepan'ng :updated inform’ation' '
on compliance with the Negotiation Chapter 28 (Public Finance). | o
During the secolnd stage of the process towards achievihg EDIS minimum criteria,
the consultaqts will assist target institutions in their activities to fulfill thc;
" recommendations stated in the previous stage. Together with the national authorities

the consultants will participate in the following activities:

Drawing up a wor}< programme setting out detailed actions and timetable for
each recommendation in the Gap Assessment Study. :

Implementation of the work programme.

Preparation of an audit trail study on the basis of guidance from Commission

services.

Provis%on of training, seminars, study visits and other support and advice for
the actions to be taken.

Development of financial management and control manuals by target
institutions. : "

Development of audit manuals by the responsible audit bodies.
v r




A déiéi]éd 'dééc\ﬁption of ft‘he‘scopﬁe of this stage',will‘ be drawn up in the Report on
- Gap Assessment- Study and Terms of Reference carried out by the consultants
contracted for Stage 1. _

In accordance with the Terms of Reference, the consultants who have implemented
the first stage — Gap Assessment — will perform the Compliance Assessment during
the third stage in order to ascertain the fulfillment of the preliminary conditions for
submission of -the Request for Extended Decentralization. The Compliance
Assessment,Will review the extent to which these recommendations have been
implemented and the readiness of the institutions for EDIS. This assessment will
“include a financial audit, full (comprehensive) audit of the systems of the target
institutions, audit of the national public procurement procedures and a report of

findings and conclusions.

~ The. principal objective of this: measure is to increase the efficiency of = the
" jmplementation” of ISPA and to prepare Bulgaria for the future management of
-Structural and . Cohesion Funds. Extended decentralisation of management
responsibilities - (EDIS) to the National Fund (NF), headed by the National
Authorising Officer (NAO), to the Implementing Agencies (IAs) headed by the
Se;ctoral Authoﬁsing Officers (SAOs) and to the Public Internal Financial Control
~ Agency. (PIFCA) and to respective supporting - staff as foreseen in Article 12 of
* Council Regulation 1266/1999 is considered by the European Commission and the
Bulgarian AGove'rrnAmént as a high priority and should be achieved in Bulgaria by May
2004. Transition to EDIS is only possible where the conditions and criteria set out in
the Co-ordinating Regulation are met, and in particular when the management
capacity and financial control procedures and structures are satisfactory. In order to

guide the preparatory ‘work of the candidate countries a Commission Working

Document “Preparing for Extended Decentralisation” has been drawn up. This .

document indicates in more detail how the criteria and conditions in the Co-
_ordinating Regulation are interpreted by the European Commission and provides
checklists for use by the relevant bodies. The implementing structures which manage
the ISPA measures have been established in Bulgaria. These structures involve

various departments as follows:

the National Fund (NF) in the Ministry of Finance, headed by the National
Authorising Officer (NAO);

the Implementing Agencies (IAs) headed by the Sectoral Authorising Officers
(SAOs) for Transport and Environment Sectors in the Ministry of Transport
and Communications and Ministry of Environment and Water, as well as SAOs
of the Road Executive Agency and Joint Department between Ministry of
Regional Development and Public Works and Ministry of Environment and
Water, appointed by the NAO in consultation with the NIC, -and respective

supporting staff; -

the Public Internal Financial Control Agency (PIFCA) at the Ministry of
Finance, wf/l,ich shall perform internal control within the National Fund and
ISP A, Implémenting Agencies and shall co-ordinate audits in all the IAs.



9.

@ 10.

11.

- COST AND ASSISTANCE (IN €)

© PROJECT PREPARATION WORK IMPLEMENTATION.

s tart dvat‘e-»,.‘i ok )C‘ko mPletlon g

Pfeparation of ISPA Application form 01/03/2002 | 31/07/2002
Financir}g Memorandumv | ’ 30/1 1/2002 o '

Tendéﬁvhfg and Contraéting for stage 1 & 3 01/‘12/2002 31 101)2003
Gap Assessment - stage 1 | 01/02/2003 | 30/04/2003
Préparation of ToR for stage 2 01 /Q 5 12003 » 31/05/2003
Tendenng and Cor.ltractinglfof stagez e 01 /0612003 »‘3-1/12/‘2003 .
GupFiliog-sisge2 | 01012004 | 31032004,
Compliance Assessment - stage 3 B Q‘i7°47’2004; 31/05/2004
Submission for an EDIS decision to EC 01/06/2004 | -

892555 _ . 892555 | 892555 | 100
” INVOLVEMENT OF IFIs
none

SPECIFIC CONDITIONS RELATED TO THE MEASURE

The terms of reference for each assignment are subject to the prior approval of the

Commission. The beneficiary country acts as contracting authority. The Commission
will receive reports at least every two months on the implementation of individual

assignments.

000000

'7‘
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L ANNEX 1A

Estimated
value B

| Remarks |

" |TA for Gap and Compliance | 199900

' ASsessméﬁt_f'Stéggs 1&3

‘December‘ 2002

| TA for EDIS Preparation - stage | 692 655

May 2003

11
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~ INDICATIVE TERMS

2.2

2.4

ANNEX 1B.

OF REFERENCE FOR STAGE 1: “GAP ANALYSIS AND PRODUCTION
"~ OF A GAP ASSESSMENT REPORT”’ AND STAGE 3: ¢ COMPLIANCE ASSESSMENT AND
‘ . PRODUCTION OF A COMPLIANCE ASSESSMENT REPORT '

" NAME OF ACTIVITY
Assessment and Improvement of National Fund’s and ISPA Implementing}Agencieé’
capacity to implement ISPA projects under Extended Decentralised Implementation
System (EDIS). The present Terms of Reference correspond to the stages 1 and 3 of

the Roadmap to EDIS for PHARE and ISPA (see 2.5 and Annex I: Roadmap to -
. EDIS for PHARE and ISPA). The content of each of these stages is detailed under

 poins3and 4

 BACKGROUND INFORMATION

* Contract partner:
. National Fund Directorate

23

7{,;;‘2.1 BenefimaryCountry " 'Bulgaria -

Ministry of Finance - National Authorising Officer (NAO)-

Térggtéd;lngtifuﬁéns

, Nafioﬁélv Authorising Officer (NAO) - National bFund (NF), Ministry .of
Finance; Taking into account that the NF has already been “accredited” in
respect of SAPARD operations; ' - a

Ministry of Transport and Communications;

z Ministry of Environment and Water;

' _  "Road Executive Agency;

- Joint Department between the Ministry of Regional Development and Public
Works and the Ministry of Environment and Water; :

Public Internal Financial Control Agency. “

ISPA (Instrument for Structural Policies for Pre-accession)

ISPA is one of the three instruments assisting the applicant countries until they join
the EU. ISPA has been established by the Council Regulation 1267/99 of 21 June
1999 (“ISPA Regulation”) while the Council Regulation 1266/99 of 21 June 1999
deals with the co-ordination of pre-accession instruments (“Co-ordination

" Regulation”). Over the period from 2000 to 2006, a total of EUR 1 040 million a

year (at 1999 prices) is to be divided between environmental and trapsport
infrastructure projects in the applicant countries.

12



Its majn'prioi‘ities in pr_epé;n'ng the applicam countries for accession will be:

faﬁliliarising them jwith the policies and procedures of the Union,

_ hélping them catch up with EU environmental standards,

expanding and linking with the trans—Européan transport networks.

~ Environment — bringing the applicants up to EU standards: as noted in Agenda 2000,
the applicant countries generally face much greater environmental problems than the

~ present Member States, particularly with regard to water pollution, waste
management and air pollution. Major efforts will therefore be needed, involving
considerable amounts of technical and financial aid from th& Union, if these
countries are to catch up quickly with the “acquis communautaire” on the
environment. . o .

Transport - expanding the trans-European transport networks: Agenda 2000 stresses |
the urgent need to build and repair transport infrastructure in the applicant countries
and to link it to the Union’s transport networks. For the countries concerned,

*improving their transport infrastructure is a crucial part of their economic
development strategies. Developing efficient transport systems is then an essential
component in the pre-accession strategy. ISPA will therefore contribute to funding
the chelopment of railways, roads, ports and airports, taking into account

requirements for sustainable transport and modal change.

What is EDIS?

The effective and efficient implementation of Community support for Structural
Funds inside the Union relies on the decentralisation of implementation to the
Member State authorities that is then subject to ex-post control by the Commission.
However, as ISPA constitutes external assistance, the Commission -currently controls
implementation on an ex-ante basis according to Commission Decentralised

‘Implementation System (DIS) procedures.
Currently, ISPA is implemented accordin g to DIS procedures, effectively:

Ex-ante controls are undertaken by the Commission on all parts of the project
cycle, and especially on tender dossiers and contracts.

. Dedicated Commission procedures are used for all operations, including most
importantly Commission procurement procedures.

As such, candidate countries would have great difficulty in moving directly from'the
current ISPA approach to full financial delegation under Structural Funds and
Cohesion Fund as new Member States. To facilitate the transition, implementation of
ISPA projects may be further decentralised on a country-by-country basis basgd on
the evaluation of each implementing agency involved in project delivery as provided
for in Council Regulation 1266/99. This is known as the Extended Decentrilised

Implementation System (EDIS).

13



A Commission Working Document has been p
“minimum criteria and conditions” that must be met in each of the =

_ for EDIS presented in the Re

‘complementary to

In essence, EDIS boils down to moving Commission controls to an ex-post basis and

using national procedures instead of Commission ones (especially in procurement)

where strict conditions are met.

EDIS can only be granted if certain “minimum criteria and conditions” are met as

" described in the Ammex to the Regulation 1266/99 and to “specific provisions

concerning, inter alia, invitations to tender, scrutiny and evaluation of tenders, the

award of contracts” (Art. 12.2).

The decision to move to EDIS can only be undertaken by the Commission “on the
basis of a case-by-case analysis of national and sectoral project management
capacity, financial control procedures and structures regarding public finance”

(Art. 12.2). ”
repared that. provides detailed

guidance on the |
key EDIS areas —the National Fund (NF), the Implementing Agencies (IAs) and

procurement. ‘The Working Document interprets in more detail the general conditions
" in Council Regulation 1266/99. After analysing the general preconditions
gulation, the Working Document then presents detailed

checklists in three annexes that can be used by the relevant national authorities
requesting EDIS to ensure that the systems meet these “minimum criteria and

set down 1

conditions”:

Annex 1 — preconditions for the National Fund (NF);

Annex 2 - preéonditions for Implementiﬁg Agencies (IAs);

Annex 3 — preconditions for procurement procedures.

A fourth annex provides a glossary of definitions used in the Working Document.

A Roadmap to EDIS for PHARE and ISPA has also been prepared and is
the Working Document. Its aim is to set out the procedural stages

Jeading to an EDIS decision by the Commission. Four stages are presented in the
Roadmap to EDIS: _

Stage 1 - Gap Assessment: the objective is to carry out an assessment of the target
national institutions (NAO, National Fund, SAQ’s, Implementing Agencies) and
national procurement procedures in order to determine to what extent the conditions
for EDIS are currently met and to identify specific actions, changes and

improvements required.
Stage 2 — EDIS Preparation ( “Gap plugging”): the purpose is to prepare for EDIS

by making the necessary changes and improvements to the target institutions and
procedures through implementation of the recommendations of the Gap AssesSment

Report.
ﬂ\
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: Stagé“:? " Compliance “Assessment: the objective is to enable the national authorities
responsibie for the financial management of the Community instrument to determine
whether the pre-conditions are fulfilled for formal application for EDIS. Stage 3
“Compliance assessment” is seen as the key element in the process. It is this, which

: gives the NAO the basis for a submission of the Request for an EDIS decision to the
Commission. The external auditor leading the Compliance Assessment audit’ will

have to draw a report (Compliance Assessment Report) setting out the findings and
* conclusions of the audit work and giving an audit opinion, which provides positive

" assurance that the requirements are met.

St(;ge~ 4 -—- Preparation for Commission Decision: preparation of all elements
pecessary to enable the Commission to decide whether to grant EDIS under Article
12.2 of the Regulation 1266/99. o

Where procurement rules are found not to meet the minimum condition of meeting

the requirements of Title IX of the Financial Regulation, the ex-post control ‘and
o responsibility elements of EDIS can still occur but the relevant IA ‘must follow the B

Q . DIS procurement ryles, as stated in the Practical Guide to PHARE, ISPA and ~
" 'SAPARD — Contract procedures. . . I L g B T

Under EDIS, the Commission shall continue to exercise ex-ante control at the

,_pmg;agnn_ing ‘level while reinforcing its involvement in project monitoring and

- carrying out on the spot project checks and audits. The European Court of Auditors
* may perform external audits. . o . : -

There. aie'i : 0 ¢ircumé'faﬁces where it is mandatory for the Commission to undertake

EDIS. The Commission can, at any time and at ifs own discretion, reverse 'its
" approval to extend decentralised implementation to relevant national authorities. =

2.6  Legal basis and background documentation

Council Regulation 1266/99 of 21 June 1999 (Annex I a);
Council Regulation 1267/99 of 21 June 1999 (Annex 1b);
'_ Roadmap to EDIS for PHARE and ISPA (Annex I); |
Q _ Financing Memorandum (in particular Annex III): 2 Financing Memorandum
is signed by the European Commission and the Candidate Country for each
selected measure to be financed under ISPA;
_ Memorandum of Understanding on the Establishment of the National Fund on
7 December 1998, ratified by the Bulgarian National Assembly on 11 February
1999; ' ‘
Memorandum of Understanding for the Utilisation of the National Fund-for
~ ISPA on 22 November 2000; ‘ : ’
Financing Agreements for the Implementing Agencies (signed once by the

NAO and the various Implementing Agencies involved in ISPA projects, to set

the exact roles and responsibilities of each body); ‘
EDIS Working Document checklists (as supplemented by further docur%ents,

notably Practical Guidance Document giving guidance to Candidate Countries
to prepare a detailed document describing the capacity for decentralised

management of ISPA);

|
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- " Concept paper for achievement of Extended Decentralised Implementation
- System of PHARE and ISPA projects. o '
EDIS . . T g
The High-evet Working Group established on the basis of the Concept paper for the
purpose of overall monitoring of the whole process of preparation till the official
- Regquest for EDIS, will take the decisions for successful running of the process and
‘all principal decisions will be approved by it. The Secretariat of the Hi%a—ég’vel
“Working Group will be Monitoring and Assessment Department within the National
Fund Directorate. This department will have the overall responsibility for preparation
of all necessary documents needed for the submission by the NAO of the Request for
" EDIS. The unit will also be a contact point for all consultants working on EDIS and
" all institutions involved in the process and will co-ordinate the whole process of
preparation for EDIS. T ;%EESta%hShed I—E‘ggiég’el Working Group will meet at least
© 2 times per year. The Hs 1 Working Group takes all principal decisions with
regards to the successful realisation of the EDIS. Rules of Procedures of the Group
- will be adopted on the first meeting. On operational level a Technical Working
" Group is established. It consists of representatives from all institutions involved in
__ the process: on relevant administrative level - Director of Directorate or Head of
" Department, who have the power to take all necessary decisions considering the
* capacity, resources available and trends of progress of the relevant institution, in’
order to ensure timely and adequate start of the process.

 DESCRIPTION OF STAGE 1 “GAP ANALYSIS AND PRODUCTION OF THE GAP

© "% ASSESSMENT REPORT”

"This stage is undertaken under the .responsibility of the national authorities of
Bulgaria and led by the NAO. This stage comprises the analysis of the structures
involved in the management of ISPA as well as the production of a gap assessment

report to be used as a basis for developing the existing structures against the EDIS
criteria. :

The analysis will provide an assessment of the system for management of ISPA
already in place against the EDIS requirements including analysis of the management ‘
and control systemz. A SWOT analysis of the structures currently involved in the

management of ISPA will be carried out. :

The contractor will work with the Bulgarian authorities involved in the
implementation of ISPA management, which apart from the NF and PIFCA include
Road Executive Agency, the Ministry of Transport and Communications, the
Ministry of Environment, the Ministry of Regional Development and Public Works,
the Ministry of Finance and the National ISPA Co-ordinator (thereafter called NIC).
The contractor will also work with SIGMA, which has been appointed to assist-the
NAO and the National Fund in the process of preparing the introduction of EDIS.
The contractor will have access to all available materials and studies in the target

institutions.

In the context of these ToR, the system means national financial control system over management
structures (Iz}s) supported by internal control mechanisms within the structures themselves.

il
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J_Where 1mplementatron responsrblhtles are_being delegated to fmal,beneﬁcrarres or
~ local authontles (e:g. mun101pal1t1es etc), the contractor will only assess the extent of
" and the mtegnty of the mechanisms for the delegation of respon31b111t1es and proper
: SupeerSlOﬂ “(in: partrcular SpeCIﬁC Financing Agreements or  Memoranda of
Understandmg between JAs and final beneficiaries) and the delegated bodies
themselves If necessary, the contractor may perform some audit work in bOdleS to
B whrch some tasks have been delegated, on a sarnple ba51s

: 31 Immedrate Objectlves _v

To assess the degree of preparatlon of the NF, IAs and PIFCA for meeting the

g minimum - ‘criteria’ and conditions necessary for moving to EDIS and in

T parucular in the following key areas (management ¢ structure and organisation,

e tendering and. contractmg procedures, monitoring: of projects implementation,

management andcontrol of funds,’ ‘accounting procedures and filling system
":;Jand audlt trail, IT.

: audit, qn th_ef ot checks, prevention and treatment

rregulann s

s k, ', requlrements fo EDIS

To dent1fy the exrstmg pomts of non- comphance and other shortcommgs and
. co ‘tralnts in the NF, the IAs and PIFCA and in then' procedures, o

“To..make * recommendanons for unprovements necessary to meet the
,requlrements for EDIS in the form. of a detalled gap assessment report (GAR),

—  To provrde an - indicative nmetable for implementation . of these
© recommendations, and a reasonable esnmanon of the Tesources required; -

To develop with the NF a separate draft. Terms of Reference for Phase 2 for
contracting of specialist expemse to implement the GAR;

© _ - To present the ﬁndings and recomrnendatlons toa semmar/workshop for all the
Q actors/beneficiaries and-other parties involved such as SIGMA (facilitators of-
this assignment) with a view to reaching a clear consensus on the efﬁcacy and

- practicality of the GAR.
32  Keys areas to be audited
The assessment is a full financial and systems’ analysis of each target institution.

For each institution, the assessment will notably focus on the following areas, which
constitute the key areas for EDIS:

- management structure and organisation, and notably:
- existence of written procedure; : ¢

existence of a sound and clear legal basis for the relations between NAO,
NIC, NF, IAs and PIFCA, including accountability and reporting
chemes;

/! . T
L /. ' )

‘computer; security,- internal- audit’ and external S

" To. assess. the__,comphance of natronal procurement procedures wrth the EE



= payments, payin

there must be a detailed ch

5 stéff (st’atiis, rétegtidn/ stébility 'im‘:_lud'ih g salary schemes conﬁpctence,
~“language skills, adequate number, jobs and responsibilities defined in

- separation of functions: no official can have responsibility at any time for
-any project for more  than one of the responsibility for authorising

g and ‘accounting ; each task must always be conducted
ision of a second official and there must be-evidence of .

ecklist for commitment and pre-payment checks:

" tendering and contracting procedures: specific provisions to be set up

concerning, inter alia, invitations to tender, scrutiny and evaluation of
“tenders, the award of contracts and the implementation of Community

-~ public procurement  directives. Particular attention should be paid on

checking if the national procurement rules “effectively meet the
requirements of Title IX of Financial Regulation of 21/12/77 (basis of the
art 12.2 of Council Regulation 1266/99) with focus on the art. 108 (2)
(advertising  rules, tendering rules, - technical evaluation rules,
participation and contract award rules). The ex-ante approval controls on
tender dossiers and contracts should be analysed in detail (this ex-ante
approval function may be delegated to an independent body);

”

monitoring of projects implementation: existence of an appropriate
system to report progress on each project towards pre-defined indicators
(both physical and financial indicators). The reporting system must be
shared by NF and IAs and be reconciled with accounts;

: .
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“management and control of funds: -budgeting procedures and budget
_classification supporting national co-financing, bank accounts system

fion -procedures, including ‘management. of .cash flow, co-

ordination of ISPA ‘and co-financing funds, double signature system, pre-

" interests should notably be audited. Authorisation of payments must be
~based on detailed checklists ‘of verification, containing among others
gibility, completeness and correctness of supporting documents, date.
‘of receipt, compliance of invoices with contracts, identity of the claimant

‘and’ physical controls. ‘Any delegation of responsibilities needs to be

efined in writing. There must be a system of risk management

" awareness and system operations; .

-

equate  a commodation, security - of -

total? cost,’. the  committed * expenditures,  pay
Reconciliation procedures shall exi

Py

lied. t file mu
the project (audit trail);

there’ should be: adequate. filing

there” should 1 gnd‘:},‘_archivi’ﬁgl_,arr’a’nggamen'tsh'and a
-~ document retention policy;” o BRI

- réﬁdrtihg on project impiementétign both to NF and to the EU;

_ = _ IT process and computer security: when a computer system is used, access to

the computer system shall be protected and controlled so as to:

_  all information entered into the ysystverri is properly validated (errors are

. @ o detected and corrected);

- no data may be entered, modified or validated except by authorised
officials to whom individual passwords are attributed;

- the identity of each official entering or modifying data or programmes is
recorded in an operations log. Passwords shall be changed regularly to

avoid misuse. Computer systems shall be protected from unauthorised '

access by physical controls, and the data shall be backed up by copies
stored in a separate safeguarded location. Data entry shall be checked by
logical checks aimed at detecting inconsistent or extraordinary data.s

ai

™ L '

and

'ff"f';‘paymsntsff'ché/c:ks,"‘payments, reconciliation procedures and treatment of

and_ existence of accounts. Arrangements -must exist for recovery,
location and repayment of funds: The accurate EURO conversion rate
‘a A project_ file. must. be maintained with all ‘relevant

buﬂdmgs/ R




"“internal and external audit : there must be internal audit activities which
objective is to ensure that the system of internal control to manage ISPA

- projects operates effectively. The internal audit can be performed by the
- NF and IAs or by a central audit body or both. In any case, the internal

- audit service(s) should be independent from the management functions.
~The internal audit service shall be performed according to internationally

.- accepted audit standards. There should be adequate risk management
" awareness. A centralised audit body shall exist to harmonise, support and

~ assess the work done by internal audit teams In each ministry/body;

_ on the spot checks;
adequate scheme publicity arrangements need to be in Elaée;

- prevention and ttéatment of irregularities, according to Annex II of .
- Financing Memorandum. - . = - SIS . T ST

e Some- more ,,ds:tail“éc\l,;yil"ifo_ﬁﬁavt‘ion"fmay.:béi' given on areé‘is'"’t‘o;bé ‘assessed at the

e " beginning oftheass1gnment A

33 Scope of the Gap Assessment Report

The Gap Assessment Repor’ti. will cleaﬂy idéntify for each target institution and
“?‘fdczedu'reff;;f:/ﬁt.hé‘f‘i elements - of ‘non-compliance - with EDIS - requirements and a

" recommendation (with timetable) on the actions to be taken. The report should

k‘ ‘include a table identifying all the internal control requirements and specifying the
_res’pénsible". service. The contractor will also provide separate draft Terms of
Re;fé:r'encei for Phase 2 for contracting of specialist expertise to implement the GAR.

4, VDESCRIPTION OF STAGE 3 “COMPLIANCE ASSESSMENT AND PRODUCTION OF THE
COMPLIANCE ASSESSMENT REPORT” '

This stage is undertaken ‘under the responsibility of the national authorities of
Bulgaria led by the NAO.

After the completion of Stage 2 by the separate consultants the main consultant for
stages 1 and 3 should perform the stage 3. '

4.1 Immediate objectives

The objective of stage 3 is to enable the national authorities responsible for the
financial management of the Community instrument to determine whether the pre-
conditions are fulfilled for formal application for EDIS.

L
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~ This audit objeétch inﬁcl“u»des: .

Full financial and systems’ audit by the external auditor on behalf of the
‘national authorities of each target institution (as detailed under 2.3) covering:

the requirements set out under Stage 1 with particular attention to the points-
identified in the Gap Assessment Report; -

‘the manuals and other documents relevant 1O the fulfilment of these
requirements; ' ‘

-

_ full verification of the national procurement procedures as part of the audit. -

4.2 Key areas to be audited
“The -?udit isa fu.lli ﬁnancial and systems audit:bf eaéh téﬁ'get institutioﬁ.
Q For.éach 1nst1tut10n, \the audit will notablyu foc@g on the areas state(i in point 32
e o Sémé' more ‘;rde’t.éil‘ed infoji'matibn. may be giQen on areés to be audited ét the
beginning of the assignment. _ A
43 Scope of trhe’ Cqmpiiance as‘se_ssment report

After completion of the audit mentioned above, the external auditor will have to. -
produce a compliance assessment report. This report will set out, separately for each
institution for which EDIS is proposed, the findings and the conclusions of the audit

~ work and will give the opinion of the external auditor as regards assurances that the
minimum criteria and conditions for extended decentralised implementation system

are met.

The report should cover all matters relating to the audit work which, in the
Contractor's opinion, are relevant to the achievement of the overall audit objective.
The report should also set out any recommendations deemed to be necessary.

49 " The Compliance Assessment Report will be the basis for the submission by the NAO
to the Commission of an application for EDIS for relevant IAs. :

5. GENERAL REQUIREMENTS

51 Professional standards

The Contractor shall exercise due skill and care in undertaking the ordereci audit
- work, according to the highest professional standards appropriate to the provision of
services of a similar nature. .

The Contractor shall ensure that the ordered audit work is carried out by staff that
possess the experience, technical skills, professional capabilities and lingﬁistic

abilities that are appropriate for the task.

The Contractor shall ensure that the audit work is carried out in accordance with

internationally acc ted audit standards.
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; : ”5-'227;

The Contractor shall exercise discretion and consideration in his relationships with

5.3

5.4

55

6.
6.1

Relationship between the confrécfdf"and the bodies to be audited |
7 the St?ff of bodies to be_audited and should programme the audit work as not to cause
disruption to the operations. If the Contractor experiences any significant difficulties

jn obtaiﬁing access to the supporting documents, records and systems, he/she should
report the matter to the NAO, which shall attempt to rectify the matter. '

' Conﬁdentia_lity

. The Contractor shall respect the confidentiality of all information obtained in the

" “course of the audit work.

[

. Documentation

The Cont:actOI shall maintain records of the audit work performed that are sufficient -
to d‘emonstratq thev-_work done and to justify his/her conclusions. The NAO or a body
designated by:the NAO shall have the right to inspect these records, as well as the

European Commission.
Contractor’s profile

~  proven auditing professional experience in EU matters, especially Structural
Fpnds, Cohesion Funds andPre»accession Funds implementation, B

- proven professional experience in tendering and prccufement matters (ét least

one procurement specialist in the audit team),
familiarity with EC procedures and terminology,

_ knowledge of Bulgarian legal aspects es i i ' .
. : pecially in the fi
financial control, tendering and procurement, y ield of mter?al

- proven management and organisational skills, good communication skills

fluency in English with full drafting capability.

It is re.quired to be available one team leader and 10 short-term experts during the
execution of the stage 1 and one team leader and 5 short-term experts during the
stage 3. The names and CVs of the persons who would undertake the requested audit

work should be precise in the Contractor’s proposal.

LOCATION AND DURATION

Location :
LN

Ceptral project office will be set up in the Ministry of Finance. The tasks will b
delivered on-spot, in the premises of ‘the audited bodies. The auditors are wilk*ha .
the possibility to entitled to use available technical equipment in the iar Vet
institutions e.g- telephone, fax, internet connection. The costs of the telepho ged
fax should be covered under the project. : phone an



6.2 Duration
~ The contract will start in 2003 for a period of 6 months allocafed as follows:

; - Stage 1 - Gap assessment - will be carried out during February - May 2003.

o)
- Stage 3 — Compliance assessment - will spread over April - May 2004.

7. REPORTING

7.1 ’Inception report

The contractor Shzﬂl submit an Inception report within three weeks
tor r after the start of
contract activities. The Inception Report will develop a detailed work plan and wo?k
;chetcrllu1§ forlachlevmg the stages 1 and 3 objectives. It will provide detailed planning
or the implementation of each stage component. This Incepti ‘
F iorsed by e NAO, | P ption A}Report}»,sh‘all be

Q 7.2  Final repb'rts :

The Contractor leading the Gap assessment and the Compliance assessment audit

will have to draw draft reports (Gap Assessment Report and Compliance Assessment

- Report) no later than ten days before the end of each stage, setting out the findings
.and‘conclusmns of the audit work and giving amendment proposals to thé existh%s
structures (stage 1) or audit opinion on whether the requirements are met (stage 3g) ‘
for each body for which EDIS is proposed. Before submitting those reports to the
,NAO,'thcA: (?Ontractor should discuss his/her recommendations or audit findings wi .
the responsible staff of the audited bodies. - ; ndings with

7.3 Reporting requirements

Reports shall be in English and must be endorsed b o o

; : . y the NAO. Reports shall b

' SUb.Imtted in four hard copies to the NAO, in one hard copy to the Nati(?nal ISPA Coe—
ordinator (NIC) and electronically to each SAO. -

e

8. CosTt

The maximum budget including fees and reirnbursénﬁent of e i
. xpenses is EUR ‘
9OQ. This covers stage 1 and stage 3 — Gap and Compliance Asseslzment. 2

The fees cover all t.enderer’s costs (time spent in providing its findings, planning of
the yvork, preparation of the reports, overheads) the expenses related to travel
subsistence costs and contingencies. ’

’

9. MONITORING AND EVALUATION
' ¢

NAO (in consultation with NIC) will carr itori : i
' : y out monitoring and eva i
technical assistance assignment. ¢ luatloq of this

Further audits may be carried out by or under the authbri -
1 f th
the European Cout of Auditors. : ‘ y of the Commussion and

J -
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ANNEX 1.C.
INDICATIVE BREAKDOWN OF PRICES
People Daily . : X Direct . . Training & -
Semeation A Days| Rate Total Fee | Travel Cost| Per Diem Cost Conhngenc:es Team Building Total
EUR EUR EUR EUR EUR - EUR EUR EUR
Stage 1 .
Team Leader 1 12 900,00{  10.800,00
Expert | 6 35 500,00} = 105.000,00
> Expert IT 4 20 " 400,00] - 32.000,00 A
Total tor stage 1 147.800,00 5.000,00 3.000,00 155.800,00
Stage 2 ‘ ,
_{Team Leader 11 15} - 900,00 13.500,00 3.000,00 2.955,00
Security Expert 2 25( 600,00 30.000,00 4.000,00 9.850,00
Public Procurement : )
Expert 4 60 750,00} 180.000,00 8.000,00{ 47.280,00
Accounting Expert 3 20 550,00f 33.000,00! . -~ 3.000,00{ 11.820,00
Internal Control ‘
{Expert 5 30 550,00] = 82.500,00 10.000,00 29.550,00
Financial Control '
Expert 4 25|  550,00] 55.000,00 8.000,00] 19.700,00 , A
Total for stage 2 ' 394.000,00f 36.000,00{ 121.155,00{ 11.500,00 10.000,00 120.000,00! 692.655,00
Stage 3 '
Team Leader 1 5 900,00 4.500,00
Expert | 3] 20 500,00f 30.000,00
‘ ~ |Expertil 2 12 400,00 9.600,00 23700.00
Total for stage 3 | 44.100,00
Total for stages 1 199.800,00
a3 892.555,00
GRAND TOTAL
24

Note: the budget allocation related to the stages 1 & 3 includes all the expenses

J
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Title of measure:

ISPA No:

@ @®

~ ANNEX II
FINANCIAL PLAN (based on commitments from EU budget) )

Technical Assistance to the Preparation of the National Fund, ISPA Implementing Agencies and Public Internal
Financial Control Agency to implement the Extended Decentralised Implementation System (EDIS) in Bulgaria

2002 BG 16 P PA 003

2000

2001

2002

2003

2004

2005

2006

non annualised




