
EUROPEAN U¡{ION CONTRIBUTION AGREEMENT
WITH AN INTERNATIOI\AL ORGANISATION

Identification Number:

(the "Agreement")

The European Union, represented by the Delegation of the European Union in Jamaica, (the
"Contracting Authority")

of the one part,

and

lnter-American Development Bank (IDB) with its Head office at 1300 New York Avenue, N.W.,
Washington DC, 20577, USA. (the "Organisation")

of the other part,

(Individually a "Party" and collectively the "Parties"), have agreed as follows:

Special Conditions

Article I - Purpose

1(1) The purpose of this Agreement is a contribution by the Contracting Authority for the
implementation of the action entitled: Public Finance Management Support Programme
(PFMSP) (the "Action") as described in Annex I, which is component 3 of the Organization's
Loan Proposal for "Public Sector Efficiency Program" (JA-L1046 and JA-X1007), attached
hereto as Annex A.

1(2) The Organisation will be awarded the contribution on the terms and conditions set out in this
Agreement, which complies with the provisions of the Framework Agreement between the
European Commission and the Inter-American Development Bank signed on July 19,20lI and
consists of these special conditions (the "special Conditions") and their annexes, including
General Conditions.

l(3) The Organisation accepts the contribution and undertakes to do everything in its power to
implement the Action under its own responsibility.

l(4) The Action is a Joint Management Action for all purposes of this Agreement.

l(5) The Action is not a Multi-donor Action for all purposes of this Agreement.



Article 2 -Entry into force, Implementation Period and Execution Period

2(l) This Agreement shall enter into force on the date when the last of the two Parties signs.

2(2) The implementation period of this Agreement (the "Implementation Period") will begin on:

-the day following that on which the last of the two Parties signs

2(3) The Implementation Period, as laid down in Annex I, is Sixty (60) Months.

2(4) The execution period of this Agreement shall start at the entry into force of this Agreement as
provided for in Article 2(I) and shall end at the momerìt of the payment of the balance by the
Contracting Authority in accordance with Article 17 of Arurex II or when the Organisation
repays any amounts paid in excess of the final amount due pursuant to Article 18 of Ar¡rex IL
ln cases where there is no final payment by the Contracting Authority or final repayment by the
Organisation, the end of the execution period shall be the end date referred to in Article 12.5 oî
Annex II.

2(5) Individual contracts implementing the activities under this Agreement shall be signed within 3

years from the date of entry into force of this Agreement.

Article 3 - Financing the Action

3(1) The total cost of the Action eligible for financing by the Contracting Authority is estimated at
EUR 5,000,000, as set out in Annex Itr.

3(2) The Contracting Authority undertakes to financel a maximum of EIIR 5,000,000, equivalent to
100% of the estimated total eligible cost specified in Article3 paragraph l;the final amount
will be established in accordance with Articles 74 and i7 of Annex II.

3(3) Pursuant to Article 14.4 of Annex fI, 5 yo of the final amount of direct eligible costs of the
Action to be reimbursed by the Contracting Authority to the Organisation in accordance with
Articles 14 and 17 of Annex II, may be claimed by the Organisation as indirect costs. This
amount is estimated at EUR 250,000.

3(4) Interest yield by pre-f,rnancing payments is not due.

3(5) To the extent that the Government of Jamaica recognizes the exemption from taxes, duties and
charges in connection with the use of the contribution resources provided to the Organization
by the Contracting Authority under this Agreement, those taxes, duties and charges will not be
considered eligible costs..

Article 4 - Narrative and financial reporting and payment arrangements

4(1) Narrative and financial reports shall be produced in support of payment requests, in compliance
with Articles 2 and 15.1 of A¡urex II.

4(2) Payment will be made in accordance with Article 15 of Annex II; of the options referred to in
Article 15.1, the following will apply:

Option 2:

Where the contribution is financed out of the European Development Fund, mentions of European Union
financing must be read as referring to European Development Fund financing.



First instalment

Second instalment

Third instalment

Fourth instalment

Forecast final payment

(all subject to the provisions of Annex II)

EIJP. 1,062,752

EUR 1,104,635

EUP.1,646,449

EIJR 523,905

EIIR 366,320

4(3) The exchange rate referred to in Article 2.7 of Amex II is the rate of exchange at which each
of the Contracting Authority's payments of the contribution was recorded in the Organisation's
accounts at the time of conversion, if any.

Article 5 - Contact addresses

Any communication relating to this Agreement shall be in writing, shall state the number and title of
the Action, and shall use the following addresses

For the Contractine Authority:

Payment requests and attached reports, including requests for changes to bank account arrangements
shall be sent to:

European Commission

Delegation of the European Union
8 Olivier Road
Kingston 8

Jamaica W.L
E-mai I ; delegation-j amaica@eeas.europa. eu

a) All communications pertaining to donor relations and resource mobilization will be directed to:

Attention: Manager
Office of Outreach and Partnerships
lnter-American Development Bank
1300 New York Ave., NW Fax: (202) 312-4072
Washington, D.C. 20 57 7 U. S.A. E-mail : partnerships@iadb.org

b) Day-to-day communications regarding the administration of this Agreement, including pa)ments,
will be directed to:

Attention: Chief, Grants and Co-financing Management Division
Office of Outreach and Partnerships
lnter-American Development Bank
1300 New York Ave., NW Fax: (202) 623-3489
Washington, D.C. 20 57 7 U. S.A. E-mail : orp-gcm @iadb.org

Article 6 - Annexes

6(1) The following documents are annexed to these Special Conditions and form an integral part of
the Agreement:



Annex I:

Annex II:

Annex III:

Annex fV:

Description of the Action

General Conditions applicable to European Union contribution agreements
with international organisations (Version as of March,2013)

Budget for the Action

Financial identification form

Annex V: Standard request for payment

Annex A: IDB Loan Proposal for the "Public Sector Efficiency Program" (for information purposes
only)

6(2) Sections I to l7 of the Framework Agreement are incorporated by reference into the present
Special Conditions. In the event of a conflict between the provisions of the present Special
Conditions and any Annex thereto, and/or the Framework Agreement, the provisions of the
Special Conditions shall take precedence. In the event of a conflict between the provisions of
Annex II and those of the other annexes, the provisions of Annex II shall take precedence.

Article 7 - Additional specific conditions applying to the Action

The following shall supplement the General Conditions:

7(1) For the purposes of this Agreement, Section 9, paragraphs 7(1)(1) and 7(1)(6) of the
Framework Agreement should be read as follows:

Paragraph 7(1)(1): "The execution of the Action may be carried-out together with an
Executing Agency or an implementing partner (the "Partner") contractually obligated to
act in accordance with the IDB's ("the Organisation") policies and procedures. In such
case, the Commission acknowledges that the Organisation's Partner will be a separate
and independent entity, whose relationship with the Organisation for this Action shall
be subject to a particular arrangement to be entered into pursuant to the Organisation's
policies and procedures for execution of technical cooperation projects through
Partners. This particular arrangement shall comply with the General Conditions and, in
particular, Articles I thereof. For the avoidance of doubt in connection with the fifth
paragraph of Article 1.3 of the General Conditions and without prejudice to Article 1.5
thereof, where the action is executed by a Partner, the Organisation shall be responsible
for taking the appropriate measures to ensure that the Partner acts in accordance with
the abovementioned contractual arrangemerìts."

Paragraph 7(l)(6): "Article 14.4, third paragraph is supplemented as follows: "If
payment of a total contribution is to be made in instalments, then the fee attributable to
the total contribution shall be charged with the first instalmsnts, as stipulated in Article
aQ) of the Special Conditions. The final amount to be received by the Organisation as

contribution to the indirect costs will be calculated on the basis of the direct eligible
costs pursuant to Articles 14 and 17 of the General Conditions."

7(2) For the purposes of this Agreement, Section 9, paragraph 7(2)(3) of the Framework
Agreement should be read as follows:

Paragraph 7(2)(3): "Article 11.4 is amended as follows: "The Contracting Authority
may request the Organisation to suspend implemørtation of all or part of the Action if
circumstances (chiefly force majeure) make it impossible or too difficult or dangerous
to continue. This Agreement may be terminated in accordance with Article 12.1. If the
Agreement is not terminated, the Organisation and the Partners, if any, shall endeavour



to minimise the duration of the suspension and shall resume implementation of the
Action once the conditions allow, with the prior written approval of the Contracting
Authority."

7(3) General Conditions, Article 13.2: The following sentence is added at the beginning of
this paragraph: "The language to be used in the arbitral proceedings shall be English."

7(4) By derogation from Article 15.1, Option 2, first paragraph, pre-financing deadline for
the Contracting Authority is not 30 but 45 days.

7(5) By derogation of Article 14.5, a contingency reserve of 5.92% of the total budget of the
Action is identified in Annex III. All other terms of Article 14.5 shall apply.

Done in Kingston in three originals in the English language, two for the Contracting Authority and
one for the Organisation.

For the Organisation

Name: Therese Turner Jones

Position: IDB Representative in Jamaica

signature{[[-

Date:

For the Contracting Authority

Name: T-rlo rhas 9S¡ereu-
Position: Choqe d'APþ"r-a û"L

ä $ mne ärlrg

signature: Trß^^^
Date: >3fOrc f Zo r



1.1. ANNEX I: DnscnrprroN oF rHn AcrroN

Description

The proposed action is expected to result in greater effectiveness in the administration of
public resources, thereby freeing up financial resources for public investments. The key
objectives of the reforms to be supported are: (i) the strengthening of the intemal and

extemal control systems; (ii) the strengthening of the control environment for public
procurement; and (iii) the improvement of the budget control and oversight.

General objective:

The overall objective of the reforms to be supported is to achieve more efficient public
finance management in Jamaica.

Purpose

To contribute to the Government of Jamaica's Public Finance Management Reform Action
Plan objectives on modernisation of procurement process and improvement of the budget
control and oversight

Expected results

The expected results of the proposed action are:

' Auditor General Department's capacity for performance and information technology
audits strengthened;

' Parliament's oversight role of the budgetary processes and audits improved;

. Transparency and Value for Money of public procurement improved;

' Intemal Audit System's capacity, especially for payroll and procurement audits,
strengthened.

Main activities

The action will comprise the following:

1. Strengthenìng the Internøl and Externøl Control Systems through: (a) capacity
building for the Auditor General's Department (AGD) for performance and information
technology (IT) audits; (b) capacity building for the Parliament's Public Account
Committee (PAC) and the Public Administration and Appropriations Committee (PAAC);
(c) Capacity Building for internal auditors; (d) updating of the intemal audit manual; (e)
automation of the intemal audit process;

2. Strengtheníng the Control Envíronmentfor Public Procurement tbrough: (a) training
and certification courses for procurement staff; (b) technical assistance to amend the
Procurement Handbook following enactment of the Procurement Law; (c) implementation
of e-tendering, including IT equipment (Hardware and Software) ; and; (d) new contractor
registration system as a module of the e-tendering system and technical assistance to
improve Contractor Registration. [See point I .1,1 þr more detailsJ



The proposed Action is part of a larger IDB-funded project, the Public Sector Efficiency
Program which will also provide support to strengthening the Govemment of Jamaica's
capacity in Human Resource Management (HRM) and Information and Communication
Technologies Management (ICTM). A complete description of the Public Sector
Efficiency Program is included in Annex A.

Current Situation in the Sector

A public sector that costs less and delivers better services is one of the biggest challenges
facing the GOJ today. According to the Global Competitive lndex 2013-14, Jamaica
scores 2.5 out of 7 and ranks 117 out of 148 countries in the world on government
efficiency in public spending2. Jamaica has lost five positions in the latest "Doing
Business Report"3 after moving from the 85th to the 90th in 2073, suggesting further
erosion in the government capacity to deliver key services to businesses in an efficient
manner. Recent works in Public Sector Efficiency show that an improvement in efficiency
is obtained by reducing the administrative costs.a In addition, more transparency,
accountability, and control of comrption increase government efficiencf .

In spite of the significant progress made by the GOJ in the management of its public
finances over the past six years6, some important weaknesses remain. Recent assessments
reveal that weaknesses in the control systems and accountability mechanisms, particularly
in external and internal audit, public procurement, and parliament oversight of public
finances, still hamper the management of budget resources and pose challenges to efficient
service deliveryT. The Public Expenditure and Financial Accountability (PEFA)
assessment reports frequent and recurrent breach of rules, particularly with regard to
financial management and procurement. Compliance is affected mainly by the lack of
training of internal audit officers and adequate IT systemss. Public procurement is also
affected by the weak control environment due in this case to: (i) the lack of a consolidated
and modern procurement law; (ii) insufficient adequately trained procurement officers;
and (iii) the lack of ICT to conduct procurement (e-procurement). For 2014, a new
Procurement Act is expected to be enacted and an e-tendering system implementede.

Lastly, legislative oversight of public finances and scrutiny of the budget process is limited
due to capacity constraints. Neither the Parliament nor its Committees have the necessary
technical support to undertake a thorough and meaningful review. To fulfil its
constitutional oversight role of public finances, Parliament requires in-house capacity to
analyse the budget and audit documents. To address this capacity gap, a recent
assessmentlo ,ecommends: establishing a technical unit headed by a Technical Officer,

2 See "Wastefulness of govemment spending" http://www.weforum.org/issues/competitiveness-0/gci 2012-data-platform/
3 http://www.doingbusiness.org/data./exploreeconomies/jamaica/
4 See Matei and Sawlescu (2009).
5 Alfo*o, Romero, and Monsalves (2013)
6 Th" GOJ showed progress in budget credibility, the introduction of program and results-oriented budgeting, the move towards the

centralization of treasury management, as well as some measures in public procurement, and intemal and extemal audit.
7 Repeat PEFA Assessment (2012) and EU PFM Report (2013)
8 Repeat PEFA Assessment (2012)
9 Implementation of Electronic Govemnent Procurement in Jamaica (ATN/KK-12694-JA). This projects aims to strengthen the efficiency

and quality of public procurement in Jamaica through the development of an electronic goverÍment procurement system which will
have the following capabilities: (a) supplier registry and single sign-on, single window; (b) online access to procurement plans; (c)
online advertising and downloading ofbid processes a¡d documents; and (d) awarded contract information, among others.

l0 World Bank (2013) Jamaica: Parliamentary Oversight of Public Finances-An lnstitutional Review.



enhancing Parliament's research and ICT capacity, and training its members with respect
to oversight of public finances and review of the performance of the Government, in
particular the members of the Public Administration and Appropriations Committee
(PAAC), whose role is to scrutinize the budget execution, and the Public Accounts
Committee (PAC), whose role is to review the Auditor General's Annual Report and the
audited financial statements. These deficiencies in control systems and accountability
mechanisms explain in part the low score (D+) received by Jamaica in the 2012 PEFA
performance indicators (PI) on the effectiveness of payroll control (PI-18), effectiveness of
intemal controls for non-salary expenditure (PI-20), the effectiveness of internal audit (PI-
2l); and the legislative scrutiny of the annual budget law (PI-27); as well as in
competition, value for money and controls in procurement (PI-19) (C).

1.1.1. Methodology

This action will contribute to the GOJ's Public Financial Management Reform Action Plan
(PFM-RAP)II objectives on modernizationof procurement processes and improvement of the

budget control and oversight. These interventions will contribute to improvement in the

efficiency of public spending. To include:

(i) Strengthening the Auditor General's Department (AGD) capacity for performance (PA)

and information technology (IT) audits through: (a) external auditors in-country training
and overseas attachments on IT audits; (b) external auditors, in-country training on PA12;

and (c) IT solution (hardware and software) for the use of computer assisted audit
techniques (CAAT) software for external auditl¡.

(ii) Strengthening the Internal Audit System's (L{S)to capacity, especially for payroll and

procurement audits, through: (a) internal auditors' in-country training on PA; (b) capacity

building for the adoption of modern audit techniques for internal auditors, and (c)

adoption of a commercial off-the-shelf system for the automation of the internal audit
process in the IAUs.

(iii) Improving transparency and value for money of public procurement through: (a) training
and certification courses for procurement staff; (b) technical assistance to produce a now
Procurement Handbook following enactment of the Procurement Law; (c) implementation
of e-tendering, including IT equipment; (d) communication and awareness of new
Procurement Law, Handbook and e-tendering system among Government and

I I See GOJ's new PFM-RAP, prepared with the support of the IMF Regional Technical Assistance Centre CARTAC.
l2 This will be provided jointly for external and internal auditors, as well as Parliament's technical staff.

13 The Computer Assisted Audit Techniques is the practice of using computers to automate the audit process.

l4 It includes the Internal Audit Directorate atthe Ministry of Finance and the Internal Audit Units of Ministries
and Departments.



Contractors; and (e) new contractor registration system as a module of the e-tendering
system.

(iv) Enhancing Parliament's oversight role, through: (a) the design of a Management
Accountability Framework for the Parliament; (b) design and establishment of a

Technical Office for fiscal and budget analysis; and (c) training for the members of
parliaments in relation to macro-fiscal managernent, public finances and fiscal
responsibility, particularly with respect to optimizing spending choices, to enhance

efficiency and effectiveness.

Stakeholders:

The program's direct beneficiaries will be: (i) Procurement and audit officers as well as the
employees of the Jamaican Public Sector, who will benefit from more integrated, streamlined,
and transparent procurement and audit processes and spend less time on paperwork and more
time supporting their organization's strategic objectives; (ii) the Ministry of Finance and
Planning which will benefit from enhanced capacity to manage and control procurement (iii)
the Parliament, which will benefit from an improved capacity for the oversight of public
resources. The ultimate beneficiaries will be the citizens, who will benefit from more
transparent and efficient government processes, and the government as a whole, which will
benefit from efficiency gains and savings.

Implementation:

The Public Sector Modemisation Division (PSMD) of the Office of the Cabinet will be the
Executing Agency. The PSMD will be responsible for the overall administration of the
Program, including planning, budgeting, implementation, and monitoring. The
implementation period will start on the last signature date of the Contribution Agreement, for
a period of 5 years. The Executing Agørcy will establish a Program Coordination Unit (PCU)
for the overall Public Sector Efficiency Program. The PCU will coordinate and monitor the
execution of the Program, and will include a Program Coordinator (PC), a Financial
Specialist, and a Procurement Specialist. All procurement and accounting activities, including
financial monitoring and reporting, will be carried out by the PCU. Specific responsibilities of
PCU will include: i) preparation, implementation and coordination of the Annual Operating
Plans (AOP); ii) financial administration, Program accounting and preparation of budgets and
disbursement requests; iii) preparation of the Program's annual procurement plan, and the
procurement of goods and services; iv) coordination of the preparation of technical reports and
financial statements; v) monitoring of the progress of Program activities, environmental and
social safeguards compliance, and analysis of variances of actual results against plans; vi)
selection and hiring of the external audit and ensuring that the relevant recommendations are

implemented; vii) hiring of the evaluation specialist; and viii) serving as a liaison for the
Program implementation with the lnter-American Development Bank.



Monitoring and Reporting:

The IDB will provide annual and final reporting to the European Commission, in compliance
with the provisions of Article 2 of Annex II of the EC-IDB Framework Agreement. Reporting
will be prepared on the basis of detailed input provided by the Public Sector Modernisation
Division of the Office of the Cabinet.

The Government of Jamaica and the IDB will hold semi-annual meetings in order to review
the progress achieved in implementing the Program. For these meetings, the Government will
furnish, prior to each meeting, information and documentation requested by the Bank
regarding the Program's advancement. Project monitoring will be based on the Results Matrix,
the Monitoring and Evaluation Plan, the Procurement Plan, the Logical Framework and the
Annual Operating Plan. The Executing Agency will submit semi-annual progress reports

throughout Program execution, within 60 days following the end of each semester. The
progress reports will contain at least the following elements: i) narrative description of
activities executed under each component, including a description of the procurement

processes carried out and issues affecting implønentation during the reported period; ii)
update on attainment of Result Matrix indicators; iii) statement of costs incurred by
component activities as well as Results Matrix indicator; and iv) identification of risks/events
that may potentially affect the future implernentation of the Project, and mitigation measures.

An evaluation specialist will be hired to conduct the impact evaluation of the Program: In
addition, at the end of the Program, the Bank will prepare a project completion report to assess

results achieved by the Program, its long-term sustainability and lessons learned to improve
the design and execution of future operations.

1.1.2. Duration and indicative action plan for implementing the action

The duration of the action will be 60 months.

10



çr¡ntrol'systems and Accountability

In-country training for auditors - Pelfomance Audits

-country training for auditoß - IT Audits

Over seas attachrrents for auditors

Draft ofITA Manuals, incìudìng the mechanism for keeping it updatedt and

haining to users oflhe Manual

Increase interogation soîtware capacity and use for ITA

tal¡on ofProfessro¡al Development fiamework lor 240 lAU.
following new structure to be deîned by Cabinet's Off ce by Year I of the
p rogram

Introduction ofnew electronic lnternal Audit working paper lool

Update and disseminate the IA Manuâl (to include an electronic working

Petfomance Aud¡t training progranr, to be incorporated into a MIND

ofnew Procurement Manual and up-date ofattached bidding

raining progran¡ in co-opeÍation with MIND, for procurement employees

Co¡rmunication and awareness ofnew Procurement Law and Manual among

úification of senior procurcment specialist at Procurement Entities

&¡uipment ard training for running ofe-tendering software for procuremenl

Assessænl of the ope¡ation ofthe Parliament's comjttees and design ofa
Management Accountabifily Framework (MAF) to enable the Members of
each House to eflÌciently erecute their Parliamentary responsibiiities and

Design and implementâtion ofa Technjcal Ofiice to enhance PAAC and PAC
analytical and repofting capacity on budget process and audit rcports.

!ìg for the Hoüse ofParliament members and technical staffon
vative control and oversight practices such as perfomance audits

INDICATIVE OPERATIONAL TIMETABLE

1.1.3. Sustainability of the action

It is expected that the reforms introduced by the action will generate efficiency gains and

savings freeing up public resources. Part of these resources can be reallocated to fund the

proper maintenance and operation of the systems implemented by the action.

Annexes

Pro.ject Results Matrix
Logical Framework

II



Output

Strengthenrng the AGD's Capa,

Auditors trained - in country -
for developing/up-dating PA
knowledge and skills
Auditors trained - in countrv
and overseas -for
developing/updating ITA
knowledge and skills
ITA manual drafted and
disseminated

Cost (EUR)

Auditors trained overseas
completed

rity

Additional licenses for
interogation software installed

201,880

Strengthening the IAS capacity

Unit of
measure

Professional Development
framework for Internal Audit
Units (IAU) comoleted

124,060

PROJBCT RESULTS MATRIX

Automated internal audit
svstem in ooeration

Baseline

Value

#

45,965

Intemal Audit Manual updated
IA employees trained

72,180

#

Baseline

Year

20

56,541

Improving Transparency and value for money o

Procurement Manual published,
including updated bidding
documents

#

1

78,94',7

2013

#

Year I

Procurement employees trained
under new curricula (MIND)
(cumulative)

605,564

#

0

20t3

Sensitisation and awareness
campaign implemented

0

13.084

Yezr2

45

#

I 14,586

8

2013

45

o/o of
IAU

Year 3

0

60,1 s0

Manual

2013

#of
Internal
Auditors

0

Year 4

338,346

45

2013

public procurement

0

0

60, I 50

#

45

l2

2013

Year 5

J

2013

#

I

2013

0

Target
2018

#

J

0

2013

Sources/lVleans of
Verifïcation

ll0

0

J

s0%

2013

93

120

AGD

2013

J

50o/o

AGD

t20

t2

300

20

AGD

AGD

300

AGD

12

t00%

I

IAD/MOFP

300

240

IAD/MOFP

300

IAD/MOFP
IAD/MOFP

t200

Public Expenditure
Policy Coordination
Dìvision/MoFP

2

Public Expenditure
Policy Coordination
Division/MoFP
Public Expenditure
Policy Coordination



Output

Procurement employees
ceft ified (curnulative)

E-tendering software at MoFp
in operation

Management Accountability
Framework Desiened
Technical Office established
and functionins

Cost (EUR)

rË, r 4t tlattttu¡, s t_tvsfs

Training for PAC and PAAC
Members delivered

488,722

Total cost ofoutputs

1,624,060

Programme
Administration

Unit of
measure

Contingencies

gnI r(0re

PROJECT RBSULTS MATRIX

#

Total estimated cost of the
Proqramme

lt2,7g2

Baseline

V¿lue

#

NB. lndicative Exchange Rate: US$/€: 1.3311

396,993

0

60, I 50

Baseline

Year

0

#

4,454,060

2013

250,000

#

295,940

2013

#

0

Year I

50000,000

0

Year 2

0

2013

2013

50

Year 3

2013

50

Year 4

I

50

Year 5

50

Target
2018

I

200

Division/MoFP

Sources/Means of
Veri{ication
Public Expenditure
Policy Coordination
Division/MoFP
Public Expenditure
Policy Coordination
Division/MoFP

4

Clerk of the Houses
of Parliament
Clerk of the Houses
of Parliament
Clerk of the Houses
of Parliament

13



LOGICAL FRAMEV/ORK

OVERALL DESCRIPTION - The overall objective of the reforms
to be suppolted is to achieve more efficient public financial
rnanagement in Jamaica.

PURPOSE - To contribute to the GOJ's pFM-RApr5 objectives on
modernization of procurement process and improvement of the
budget control and oversight.

RESULT I - AGD's capacity for performance (PA) and information
technology (ITA) audits strengthened

Fiscal deficit (goal: virlually eliminate it)

RESULT 2 - Parliament's oversight role of the budgetary processes

Ratio of wages/GDP for the central government
(goal: of no more than 9 % of GDP):

Central Govemment Wage bill as a percentage

of Gross Domestic Product

Central Government Wage Bill as a percentage

of non-debt expenditure

and audit reoofts imoroved

See GOJ's new PFM-RAP, prepared with the support of the IMF Regional Technical Assistance Centre CARTAC

Reports from the
PFM Oversight
Committee, PFM
reform Secretariat
and the IMF

Number of Information Systerns Audit Reports
produced

Reporls from the
PFM Oversight
Committee, PFM
reform Secretariat,
the IMF, and next
PEFA

Vulnerability & Exogenous Shocks:
Exogenous shocks continue to hamper
economic growth and stability

Mitigation: Budgetary buffers are
being considered as part of the IMF

PEFA PI -27 . Legislative scrutiny of the annual

extended fund facilitv proqramme.

Political commitment with the PFM
RAP.

Mitigation: The Memorandum of
Economic and Financial Policies
agreed with the IMF in April 2013
and the associated 48-month
arrangement under the Extended
Fund Facility will safeguard the
implementation of an economic
reform programme.

Repofts from the
PFM Oversight
Committee, PFM
reform Secretariat,
the IDB's Progress
Monitoring report
System and
supervision mission.

Resistance to use modern audit
techniques.

Mitigation: The program will provide
training to all key stakeholders on PA;
and build knowledge and capacity for
ITA in a core group ofauditors for the
cross-cutting task of auditing e-
financial statements and e-
management targets.

Reports from the
PFM Oversisht

Page 14 of l8

Increased number of audit reports and
new specialized audit repofts



RESULT 3 - Transparency and Value for Money (VfM) of public
procurement improved

Committee, PFM
reform Secretariat,
the IDB's Progress
Monitoring repoft
System and
supervision mission,
and next PEFA

submitted by the Auditor General's
Department (i.e. Performance Audit)
overcome the current PAC's capacity.

The Fiscal Responsibilify Framework
adopted by the GOJ demand from
members of parliaments a deeper
understanding of macro-fiscal
management, public finances and
fi scal responsibility, particularly with
respeÇt to optirnizing spending
choices and effectiveness

GoJ's commitment under the
Memorandum of Agreement with the
IMF requires a closer and more
permanent follow up of the accounts
to reach fiscal and debt goals. This
heavier burden on the Parliament's
role might be hampered by the lack of
technical capacity to carry/out
permanent analysis, recommendation
and research.

Mitigation; This program will enhance
the PAC and PAAC capacity with a
specialized, highly qualified, technical
unit and research capacity.

PEFA PI- 19. Competition, VfM and conrrols in
procurement.

Reports from the
PFM Oversight
Committee, PFM
refonn Secretariat,
the IDB's Progress

Monitoring report
System and
supervision mission,
and next PEFA

Page 15 of 18

Political Interference in the
Procurement Process

Mitigation: Establishment of an
lndependent Single Anti-corruption
Agency which will include the
Contractor General Functions will
rrinimise this occurence. The JSAT
will support the establishment of the



RESULT 4 - lnternal Audit System's (lA5)16
for payroll and procurement audits, strengthened

capaci:ty, especially

ACTIVITIES

EXTERNAL AUDIT

In-country training and overseas attachments on lrfomation
technology Auditing (ITA) for external auditors

In-country training on Performance Auditing (pA) for external
auditors

Use of cornputer assisted audit techniques (CAAT) for extemal

v LÍ A P l:2 L Bttectlveness of internal audit

l6 lt includes the Internal Ai¡dlt Directorate at the Ministry of Finance and the lnternal Adit Units of Ministries and Departments

Reports from the
PFM Oversight
Committee, PFM
reform Secretariat,
the IDB's Progress
Monitoring report
System and
supervision mission,
and next PEFA

Intemational consultancies
lntemships abroad (Air travel tickets and
Diem)
lT equipment (hardware and software)

Agency
(a) Internal Audit: non-alignment of
lntemal Audit processes and activities
with the External Audit Processes.

Mitigation: Under this program,
training and IT Equiprnent will be
provided to the lntemal Audit
Directorate to ensure complementarity
with the Auditor General's
Department.

(b) Internal audit: Capacity of Internal
Audit Service (IAS) is too weak ro
deliver on planned reforms.

Mitigation: The engagement of a long-
tenn audit trainer experienced in
curriculum development will build
capacity wirhin the IAS.

EUR 500,526 UK National Audit Office (NAO)
could continue current "coaching"
modality as training for irnproving
external audit.

The Auditor's General Depaftment
will continue using one of the two
interrogation software's currently
available.
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audits

INTERNAL AUDIT

2. I Development of a Professional Development framework for the
240 Internal Audit Units, following new structure to be defined by
Cabinet's Office by 201412015
2.2 In-country training on Perfomance Audit for internal auditors

2.3 Use of CAAT for internal audits (automation of internal audit
process in all MDAs)

2.4 Draft of a new Internal Audit Manual

PUBLIC PROCUREMENT

3.1 Training and certification courses for procurement staff

3.2 Draft of a new Procurement Handbook following enactment of
the Procurement Law

3.3Implementation of etendering system

3.4 Communicate and raise awareness of new Procurement Law and
new e-tendering system

3.5 Implement a new contractor registration system

International consultancies
National consultancies
IT equipment (hardware and software)
Printing

Intemational consultancies
National consultancies
IT equipment (Hardware and Software)
Prìnting
Tutorial DVD
Communication campaign

EUR 812,181 Training on PA will be jointly offered
for external and internal auditors, and
Parliament's technical staff and MPs.

8UFt2,571,428 Bidding process for e-tendering
solutions progresses as expected.
Parliament passes new Procurement
Legislation in2014.

New Contractor Registry will be a
module of the new e-tendering system
as module to be shared by both the
Procurement Unit at the Ministry of
Finance and the PAAC at the House
of Parliament.
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PARLIAMENTARY OVERSIGHT

4.1 Assessment of the operation of the parliament's committees and
the design of a Management Accountabilþ Framework (MAF) to
enable the Members of each House to efficientlv execute their
Parliamentary responsibilities and duties.

4.2 Design and establishment of a Technical Office for fiscal and
budget analysis.

4.3 Training for the Technical Secretariat's staff and Members of
Parliament on PA.

OTHERS

Contingencies

IDB administration of EU Funds

International consultancies
National consultancies
IT equipment (Hardware and Software)
Stafffor a 3.5 years

EUR 569,925 The project will finance highly
qualifìed technical staff (3 have been
estimated) for the Technical
Secretariat, over a 3.5 year period, on
roll-out basis for gradual absorption
by the Parliaments' budget.

EUR 545,940

(295,940)

(250,000)

EU total contribution: EUR 5.0
million

IDB Admin fee: 5o/o of total EU
contribution representing EUR
250,000.

Overall project implementation costs,
including auditing and monitoring &
evaluation, will be financed by IDB
loan JA-L 1046. Public Sector
Efficiency Prosram.
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GENERAL AI\D ADMNISTRATTVE PROVISIONS

Article I -
1^l

March 2013
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1.2

1.3

Gnunn¿t oBLIGATTqNS

The Organisation shall ensure that the Action is carried out in accordance with the

Description of the Action contained in Annex I and is resporstble for achieving the

objectives set out therein. The Organisation shall report on the indicators of achievement

specified in the Descrþtion of the Action.

The Organisation shall implement the Action with the requisite degree of care,

efficiency, transparency and diligence, as required by best practice in the field

concerned, and in compliance with this Agreement.

The Organisation shall make every effort to mobilise all the fìnancial human and

material resources required for full implementation of the Action, as specified in the

Descrþion of the Action.

The Organisation may act either alone or in partnershþ with one or more organisations

mentioned in the Descrþtion of the Action (implementing parhers or partners).

Partners shall actually particþate in implementing the Action, and the costs they incur

shall then be eligùle under the same conditions as those incurred by the Organisation.

It may also contract parts of the Action, in accordance with the provisions of article 10

hereof.

Where the EU contribution has been awarded to the Organisation in the form of a grant

following a call for proposals or a direct award and therefore not as a Joint

Management Action, and in particular where the implementation of the Action requires

financial support to be given to third parties, the Organisation may only award grants to

third parties ("sub-grants") as provided for in the Special Conditions, and only in order to

support the achievement of the objectives of the Action. The Descrþion of the Action

shall include a list and descrþtion of the types of activity which may be eligùle for sub-

grants, together with the criteria for the selection of the beneficiaries of these sub-

grants. The Descrþion of the Action shall also establish the total amount which may be

used for awarding sub-grants as well as the criteria for fxing the exact amount per sub-

grant. The maximum amount of a sub-grant shall be limited to EUR 60 000 per third

parry, except in cases where the financial support in the form of grants and sub-grants is

the primary aim of the action and it is not funded by the European Development Fund.

The sub-grants awarded by the Organisation are subject to the nationality and eligibility

rules for selection provided for in Article 10.3.

Where the Action is not a Joint Management Action, the bulk of the Action shall be

undertaken by the Organisation, and where ap'ptcable, its partners.

The Organisation shall remain fully responsible for the co-ordination and execution of all

contracted activities.

1.4 The Organisation undertakes to ensure that the conditions imposed upon it under

Articles 1,3,4,5,6,7,I0, 14, 16 and 17 shall also apply to all partners and, where

applicable, contractors involved.
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1.5 The Organisation shall take appropriate measures to prevent irregularities, fraud,
comrption or any other illegal activity in the management of the Action. All suspected
and actual cases of irregularify, fraud and comrption related to this Agreement as well
as measures related thereto taken by the Organisation shall be reported to the
Contracting Authority without delay.

Where appropriate the Organisation shall terminate contracts with partners, contractors
or agents involved in fraudulent behaviour or comrpt practices in connection with this or
any other actions implemented by the Organisation and financed by the European Union,
and shall take all reasonable measures to recover funds unduly paid.

Without prejudice to Articles 1.3 and 10, the Agreement and the payrnents attached to it
shall not be assþed to a third party in any manner whatsoever without the prior written
consent of the Contracting Authority.

The provisions regarding 'Toint Management Actions" in these General Conditions may
be applied if provided for in the Special Conditions and where at least one of the
following conditions is met:

- the performance of the Action requires the pooling of resources from a number of
donors, and it is not reasonabþ possible or appropriate to assþ the share contributed
by each donor to each type of expenditure (hereinafter, 'Multi-donor Actions"), or

- the European Commission and the Organisation are bound by a long-term framework
agreement laying down the administrative and furancial arrangements for their
cooperation; or

- the European Commission and the Organisation have jointþ assessed the feasibility
and defined the terms for implementation of the Action.

Where the European Commission is not the Conkacting Authority, it shall not be a party
to this Agreement, which shall only confer on it rigþts and obligations where explicitþ
stated. It will nevertheless endorse the Agreement to ensure that the Contracting
Authorþ's contribution is actually paid by the EU budget, and the provisions on visibility
in this Agreement will appþ accordingly.

onuelrtotvs REGARDING TNFoRMAnoN AND FTNANCIAL AND NARRATTry REpoRTs

The Organisation shall provide the Contracting Authority with full information on the
implementation of the Action. To that end, the Organisation shall provide before
sþature of this Agreement a work plan for the first period of implementation specified
in the Descrþtion of the Action. The Organisation shall also draw up progress reports
and a final report. These reports shall consist of a narrative part and a furancial part.
Reporting, narrative as well as financial shall cover the whole of the Action, ."gu.åbr.
of whether this Action is wholly financed or co-financed by the Contracting Authority.

The Contracting Authority may reçest additional information al any time, providing the
reasons for the request. Such information shall be supplied within 30 days oi the
request.

1.6

1.7

1.8

Article 2 -

2.1

2.2
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2.3 The Organisation shall send progress reports to the Contracting Authority in accordance

with the provisions below. Every report shall provide a complete account of all aspects

of implementation for the period covered.

The report shall be laid out in such a way as to allow comparison of the objective(s), the

means envisaged or employed (in particular separate information on the amounts subject

to legal commitnent and on costs incurred by the Organisation, and where applicable, its
partners), the results expected and obtained and the budget details for the Action. The

level of detail in any report should match that of the Descrþtion of the Action and of the

Budget for the Action.

The narrative report shall directly relate to this Agreement and shall at least include:

Summary and context of the Action;

- Activities carried out during the reporting period (ie. directly related to the Action and

activities described in this Agreement);

- Difficulties encountered and measures taken to overcome problems;

- Changes introduced in implementation;

- Achievements and results measured in accordance with the performance indicators

prescnbed in this Agreement;

- Work plan for the following period including objectives and performance indicators of
achievement. If the report cannot be sent before the end date fixed for the period

covered by the preceding work plan, a new work plan, albeit provisional shall be

provided before such date.

The fmal report shall contain the above information on the activities and results of the

Action (except for a work plan mentioned in the last indent, without purpose at the end

of the Action) covering the whole Implementation Period, information on the measures

taken to identrfy the European Union as the source of financing, and details on the

trarsfers of assets provided for in Article 7.3 if relevant, plus a full summary of the

Action's income, contributions received and cost incurred.

The reports shall be presented in the same language as this Agreement. They shall be

submitted at the following intervals:

if payments follow option I in Article 15. I :

- a progress report shall be forwarded to the Contracting Authority at the end of every

l2-month period, where the Implementation Period of this Agreement is longer;

- a final report shall be forwarded to the Contracting Authority within six months of the

end of the Implementation Period of this Agreement as defined in Article 2 of the

Special Conditions;

if payments follow option 2 in Article 15.1:

- a progress report shall accompany every request for pre-frrancing or interim

payments;

2.4

2.5

2.6

March 2013
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- the frnal report shall be forwarded to the Contracting Authority within six months of
the end of the Implementation Period of this Agreement as defined in Article 2 of the
Special Conditions.

2.7 Reports shall be submitted in Euro and in the holding crurency used by the Organisation,
and may be drawn from financial statements denominated in other currencies as per the
Organisation's legislative requirements. In such case and for the purpose of reporting,
conversion into Euro shall be made using the rate of exchange at which the Contracting
Authority's contribution was recorded in the Organisation's accounts (weighted
average), unless otherwise specified in article 4(3) of the Special Conditions.

2'8 Any additional reporting requirement shall be set out in the Special Conditions.

2'9 If the Organisation fails to suppty a final report by the final report deadline laid down in
Article 2.6, and fails to furnish an acceptable written explanation of the reasons why it is
unable to compþ with this obligation, the Contracting Authority may refuse to pay any
outstanding amount and recover any amounts unduþ paid.

Furthermore, where the Organisation fails to present a progress report and where
relevant a request for payment by the end of each l2-month period following the date
laid down in Article 2(2) of the Special Conditions, the Organisation shall inform the
Contracting Authority of the reasons why it is unable to do so, and shall provide a
stunmary of the state of progress of the Action. If the Organisation fails to comply with
this obligation, the Contracting Authority may terminate the Agreement in accordance
with the fnst indent of Article 12.2, refixe to pay any outstanding amount and recover
any amounts unduly paid.

2.10 In addition to the above mentioned reports, the Organisation will ensure that progress
and situation reports, publications, press releases and updates, relevant to this
Agreement, are communicated to the Contracting Authority as and when they are
issued.

The Organisation and the Confacting Authority will further endeavour to promote close
collaboration and exchange of information on the Action. The Organisation will invite the
European Commission to join any donor committee which may be set up in connection
with Multi-Donor Actions.

2.11 In any event the Organisation shall inform the Contracting Authority without delay of
any circumstances likely to hamper or delay the implementation of the Action.

Anícle 3 - Lrqnturv

3.1 The Organisation shall have sole responsfuility for complying with all legal obligations
incumbent on it.

3.2 The Contracting Authority may not urder any circumstances or for any reason
whatsoever be held liable for damage or inþry sustained by the staff or property of the
Organisation while the Action is being carried out, or as a consequence of the Action.
Therefore' the Confacting Authority may not accept any claim for compensation or
increases in payment in connection with such damage or injury.
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J.J Subject to the rules governing the Organisation's privileges and immunities, the

Organisation shall assume sole liability towards third parties, including liability for
damage or injury of any kind sustained by them in respect of or arising out of the

Action. The Organisation shall discharge the Contracting Authority of all liability
associated with any claim or action brought as a result of an infringement by the

Organisation or the Organisation's empþees or individuals for whom those employees

are responsfule of rules or regulations, or as a resuh of violation of a tirird party's rights.

CoNrucr oF INTERESTS

The Organisation shall take all necessary precautions to avoid conflicts of interests and

shall inform the Contracting Authority without delay of any situation constituting or likely
to lead to any such conflict.

There is a conflict of interests where the impartial and objective exercise of the

functions of any person implementing this Agreement is compromised for reasors

involving family, emotional life, political or national affinity, economic interest or any

other shared interest with another party such as a contractor or grant beneficiary, or the

fnalrecþients of funds.

CoNrnrtvrtturv

Subject to Article 16, the Contracting Authority and the Organisation shall preserve the

confidentiality of any document, information or other material directly related to this

Agreement and duly classified as confidentia[ until at least five years after the end date

as specified in Article 12.5. Where the European Commission is not the Contracting

Authority, it shall still have access to all documents communicated to the Contracting

Authority, and willmaintain the same confidentiality.

Vrs r B I Lr rv AND Tneus pdnnNc y

Unless the European Commission requests or agrees otherwise, the Organisation shall

take all appropriate measures to publicise the fact that the Action has received fu.tding

from the European Union. Information given to the press, the beneficiaries of the

Action, all related publicity material official notices, reports and publications, shall

acknowledge that the Action was carried out "with funding by the European Union" and

shall display in an appropriate way the European logo (twelve yellow stars on a blue

background). Such measures will be carried out in accordance with the Communication

and Visibility Manual for EU External Actions laid down and published by the European

Commission, or any other guidelines agreed between the European Commission and the

Organisation.

It is understood that the Organisation's equipment and vehicles may routinely carry its
emblem and other indications of ownersþ prominentþ displayed. In cases where

equipment or vehicles and major supplies have been purchased using funds provided by

the European Union, the Organisation shall display appropriate acknowledgement on

such vehicles, equipment and major supplies (including display of the European logo.

Where such display could jeopardise the Organisation's privileges and immunities or the

safety and security of the Organisation's staff, the Organisation shall propose

appropriate alternative arrangements.

Artícle 4 -

Artícle 5 -

Artícle 6 -

6.1
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6.2 The size and prominence of the acknowledgement and European Union logo shall be
clearly visfule in a manner that does not create any confrrsion regarding the identification
of the Action as an Activity of the Organisation, the ownershþ of the equipment and
supplies by the Organisation, and the application to the Action of the Organisation's
privileges and immunities.

6.3 All publications by the Organisation pertaining to the Action, in whatever form and
whatever medium, including the internet, shall carry the following or a similar disclaimer:
'This document has been produced with the financial assistance of the European Union.
The views expressed herein can in no way be taken to reflect the official opinion of the
European Union."

6.4 If the equipment bought with a European Union contribution is not ffansferred to local
partners of the Organisation or the fnal recþient of the Action at the latest when
submitting the final report, the visfuility requirements as regards this equipment (in
particular display of the European logo) shall continue to apply between submission of
the final report and the end of the overall project, progranìme or action of the
Organisation, if the latter is longer.

6.5 Publicily pertaining to European Union contnbutions shall quote these confibutions in
Euro (€ or EUR), in parenthesis if necessary. The Organisation's publications and
reports prepared in response to, and in accordance with, its legislative directives are
excluded from this provision.

6'6 The Organisation accepts that the Contracting Authority and the European Commission
(where it is not the Contracting Authority) publish in any form and medium, including on
their websites the name and address of the Organisation, the purpose of the conû:bution
as well as the amount contrfuuted and if relevant the percentage of co-frnancing.

Upon a duly substantiated request by the Organisation, the European Commission may
agree to forego such publicity if discloswe of the above information would risk
threatening the Organisation's safety or harming its interests,

6.7 With due regard to the applicable rules on confidentiality, security and protection of
personal data, the Organisation shall publish, on an annual basis, on its website, the
following information on grant and procurement contacts exceeding EUR 15.000
fnanced by the Contracting Authority: title of the contract/project, nature and purpose
of the contract/project, name and locality of the contractor or grant beneficiary and
amount of the contract/project. The term 'locality" shall mean the address for legal
persons and the Region on NUTSI 2leve\ or equivalent, for natural persons.

6.8 The Organisation shall provide to the Contracting Authority the address of the website
where this information can be found and shall authorise the publication of such address
in the Contracting Authority's internet site.

The Organisation ensures that the obligation to publish this information shall be also
applied by its implementing partners as descnbed in Annex I of this Agreement, with

I Nomenclature of Territorial Units for Statistics, available at:
http //ec.europa.eu/eurostat/ramon
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Article 7 -

7.1

Article 8 -

8.1

'7.2

7.3

regard to their own grant and procurement contracts financed by the Contacting
Authority.

Owrnnsmp/usø oF RESULTS AND EgUTPMENT

Ownershþ, title and industrial and intellectual property rights in the resuhs of the Action
and the reports and other documents relating to it shall vest in the Organisation, as the

case may be together with third parties or as may otherwise be agreed by the

Organisation.

No¡withstanding the provisions of the first paragraph and subject to Article 5, the

Organisation shall grant the Contracting Authority (and the European Commission

where it is not the Contracting Authority) the right to use free of charge and as it sees

fit all documents deriving from the Action, whatever their form, provided it does not

thereby b'reach existing indusrial and intellectual property rþts.

Unless otherwise specified in the Special Conditions, the equipment, vehicles and

supplies paid for by the Contracting Authorþ's funding shall be transferred to local

authorities or local partners (excluding commercial contractors) of the Organisation or to

the final recþients of the Action at the latest when submitting the fmal report. The

documentary proof of those transfers shall be kept for verification along with the

documents mentioned in Article 16.3.

By way of derogation from the preceding paragraph, the equþment, vehicle and supplies

purchased in the framework of multi-donor actiors which continue after the end of the

Implementation Period of this Agreement, may be transferred to these local authorities,

partners or fìnal recþients at the end of the project, progranìme or action of the

Organisation. The Organisation pledges to use the assets to the benefit of those

benefiting from the present Action. The Organisation shall inform the Contracting

Authorþ on the end use of the assets in the final report.

In the event that there are no local authorities or parhers to whom the equipment,

vehicles and supplies could be transferred, the Organisation may transfer the assets to

another action funded by the European Union or Contracting Authorþ or, exceptionally,

retain ownership of the equþment, vehicles and supplies at the end of the Action. In
such cases, it should submit a justified written request with an inventory listing the items

concerned and a proposal concerning their use in due time and at the latest with the

submission of the fìnal report. In no event may the end use jeopardun the sustainability

of the Action or result in a profit for the Organisation.

Eu¿tu¿rtoy oF THE AcrIoN

Representatives of the European Commission shall be invited to particþate in the main

monitoring and in the evaluation missions relating to the performance of the Action. The

results of such missions shall be reported to the European Commission.

Article 8.1 is without preþdice to any evaluation mission which the European

Commission as a donor may wish to perform. Evaluation missions by representatives of
the European Commission should be planned and completed in a collaborative manner

between the Organisation's staff and the Ewopean Commission's representatives,

keeping in mind the commitrnent of the Parties to the effective and efficient operation of
this Agreement. These missions are to be planned ahead and procedural matters are to

8.2
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Artícle 9 -

9.1

Article I0 -

10.1

t0.2

9.2

be agreed upon by the European Commission and the Organisation in advance. The
mission will offer to make a draft of its report available to the Organisation for
comments prior to final issuance.

AanNounNT oF THE AGREEMENT

A.ty modification to the Agreement, including the arulexes thereto, shall be set out in
writing in an amendment. This Agreement can only be modified during the execution
period set out in Article 2(4) of the Special Conditions.

If the request for an amendment comes from the Organisation, the latter shall submit
that request to the Contracting Authority one month before the amendment is intended to
enter into force, and in any case no later than one month before the end of the execution
period, unless there are special circumstances duly substantiated by the Organisation and
accepted by the Contracting Authority.

Where a modification to the Description of the Action and/or the Budget does not affect
the basic purpose of the Action and the financial impact is limited to a transfer within a
single budget heading, including cancellation or introduction of an item, or a transfer
between budget headings involving a variation (as the case may be in cumulative terms)
of 15 % or less of the amount originally entered (or as modified by a formal
amendment) in relation to each concerned heading for eligible costs, the Organisation
may amend the Budget and shall inform the Contracting Authority accordingþ in
writing. This method shall not be used to amend headings for administrative costs or the
contingency reserve.

Changes of address and changes of bank accormt may simply be notified in writing to
the Contracting Authority. Changes of bank account must be specified in the request for
payment, using the frrancial identification form attached as Annex IV.

An amendment shall not have the purpose or the effect of making changes that would
call into question the award decision. In cases the Agreement follows a call for
proposals the amendment may not be contrary to the equal treahnent of applicants or
increase the maximum amount referred to in Article 3.2 of the Special Conditions.

CoNrnscrtrvc

If parts of the Action are contracted, the contracting arrangements, including in
particular the princþles for the award of procurement and grants, shall be as specified in
the Descrþion of the Action. If they are not specified therein, the Organisation will
present them to the Contracting Authority as soon as they are available. The
Organisation will also inform the Contracting Authority, with as much prior notice as
possible, of changes in these arrangements. The Organisation will provide detailed
information on contracting arrangements in the final report.

Unless otherwise agreed by the Parties in writing, the procurement of any goods, works
or services and the award of grants by the Organisation and its parbrers in the context
of the Action shall be carried out in accordance with the applicable rules and procedwes
adopted by the Organisation.

This is based on the understanding that the Organisation's rules and procedures conform
to internationally accepted standards, in compliance with the princþies of transparency,

9.3
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proportionality, sound financial management, equal treatrnent and non discrimination,

care being taken to avoid any conflict of interests.

Without prejudice to the specific procedures and exceptiors applied by the Organisation,

the award by the Organisation of grants financed by the Contacting Authority's
confribution shall compþ with the following princþles:

- grants shall not be cumulative, awarded retrospectively or have the purpose or effect
of producing a profit for the grant beneficiary;

- grants must involve co-frnancing from other donorc, save in cases of humanitarian and

crisis situation, the protection of health and fundamental rights of people, where the

grant beneficiaries are third countries or other international organisations and where it
is in the interest of the European Union to be the sole donor.

10.3 Unless otherwise provided for in the Special Conditions, the origin of the goods and the

nationality of the organisations, companies and experts selected for carrying out activities

in the Action shall be determined in accordance with the Organisation's relevant rules.

However, and in any event goods, organisations, companies and experts eligible under

the applicable regulatory provisions of the European Union shall be eligible.

10.4 The Organisation shall adopt reasonable measures, in accordance with its own
procedures, to ersure that potential candidates or tenderers and grant beneficiaries shall

be excluded from the particþation in a procurement or award procedure frranced by the

Contracting Authority's contrbution, if :

a. they are bankrupt or being wound up, are having their affairs administered by the

courts, have entered into an arrangement with creditors, have suspended business

activities, are the subject of proceedings concerning those matters, or are in any

analogous situation arising from a similar procedure provided for in national legislation

or regulations;

- b. they or persons having powers of representaúono decision making or control over

them have been convicted of an offence concerning their professional conduct by a

judgement of a competent authority of a Member State which has the force of res
judicata;

- c. they or persons having powers of representation, decision making or control over

them have been the subject of a judgement which has the force of res judicata for
fraud, comrption, involvement in a criminal organisation, money laundering or any

other illegal activity detrimental to the EU's financial interests;

- d. they are guilty of misrepresentation in supplying the information required as a

condition of particþation in the procedure or if they fail to supply this information.

- e. they are subject to a conflict ofinterests.

The Organisation shall inform the European Commission when a candidate or tenderer

is in one of the situations under point (c) or when a contractor financed from the

present contrbution has been found guihy of making false declarations or
committing substantial errors, irregularities and fraud.
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Without preþdice to the power of the European Commission or of the Contracting
Authorify to exclude an entþ from future contracts and grants financed by the EU,
financial penalties may be imposed to contractors by the Organisation according to its
own rules and procedures.

10.5 In the event of failure to comply with the above provisions the relevant costs may be
declared ineligfule for funding by the Contracting Authority or by the European
Commission, at the latest before acceptance of the Final Report.

Artícle 1I - rupuuntvrATloN pERIoD oF TrrE AGREEMENT, susplNsroN, FoRcE MAJEURE

1 1' I Irrespective of the st¿rting date and implementation period of the project, programme or
action of the Organisation, the Implementation Period of this Agreement shall be as set
out in Article 2 of the Special Conditions.

11.2 The individual contracts implementing the Action under this Agreement shall be concluded
as specified in Article 2.5 of the Special Conditions. This contracting deadline also
applies to all the individual contracts sþed by the Implementing partner(s). After this
contracting deadline and up to submission of Final Report, only contracts concerning fmal
audits, evaluation, closure activities and individual contracts concluded after early
termination of an existing contract may be concluded. The deadline for conclusion of
individual contracts implementing the Action under the Agreement set out in Article 2.5
of the Special Conditions cannot be extended.

I I .3 The Organisation may suspend without delay implementation of all or part of the Action
if circumstances so require, in particular in case of .force majeure, and informs the
Contracting Authority immediateþ providing all the necessary details. This Agreement
may be terminated in accordance with Article 12. 1. If the Agreement is not terminated,
the Organisation shall endeavour to minimise the duration of the suspension and may
resume implementation of the Action once the conditions allow, and shall inform the
Contracting Authority accordingþ.

ll.4 The Contracting Authority may request the Organisation to suspend implementation of
all or part of the Action if circumstances so require in particular in cases of .force
majeure and in cases such as crisis entailing a change of policy. This Agreement may
then be subsequentþ terminated in accordance with Article l2.1.If the Agreement is
not terminated, the Organisation and the Contracting Authority shall endeavour to
minimise the duration of the suspension and shall resume implementation of the Action
once the conditions allow, with the prior written approval of the Contracting Authority.

l1'5 The Implementation Period of this Agreement is automatically extended by an amount
of time equivalent to the duration of the suspension. This is without preþdice to any
amendments to the Agreement which may be necessary to adapt the Action to the new
implementing conditions or to Article 12.7, or to a termination in accordance with Article
12.1.

I l'6 Force majeure shall mean any unforeseeable exceptional situation or event beyond the
Parties' control which prevents either of them from fulfilling any of their obligations
under this Agreement, was not attrbutable to error or negligence on their part (or of
their partners, contractors, agents or employees), and could not have been avoided by
the exercise of due diligence. Defects in equipment or material or delays in making them
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Article 12 -

t2.t

t2.2

t2.3

12.4

12.5

available, labour disputes, strkes or fnancial problems cannot be invoked as force
majeure by the defaulting party. Neither of the Parties shall be held lirable for breach of
its obligations under the Agreement if it is prevented from fulfilling them by J'orce
majeure. Without preþdice to Articles 11.3 and 11.4 above, the Party nvokngforce
majeure shall notify the other without delay, stating the nature, likely duration and

foreseeable effect, and take any measure to minimise possible damage.

TEhWIN.INON OF THE AGREEMENT

If, at any time, either Party believes that the purposes of this Agreement can no longer

be effectively or appropriately carried out, it shall consult the other Party. Failing

agreement on a solution, either Party may terminate this Agreement by serving two
montts' written notice. In this event, the Organisation shall be entitled to payment of the

contribution only for the part of the Action carried ou! and to reimbursement of
commiftnents entered into by the Organisation for the implementation of the Action,
which the Organisation cannot reasonably terminate on legal grounds. The part of the

EU contribution unspent oÍ not spent in accordance with this Agreement, shall be

recovered by the Contacting Authority in accordance with Articles 17 and 18, after all

liabilities incurred by the Organisation have been satisfied including interest eamed

where applicable.

Where the Organisation:

- fails, without þtifìcation, to fulfil any of the obligations incumbent on it and, after
being given notice by letter to comply with those obligatiors, still fails to do so or to
furnish a satisfactory explanation within 30 days of sending of the letter;

- fails to comply with articles 1.5, 1.6 or 4;

- makes false or incomplete statements to obtain the contrfuution provided for in the

Agreement or provides reports that do not reflect reality;

- commits financial irregularities or is guilty of grave professional misconduct;

- undergoes legal, frrancial technical or organisational change that is liable to affect this

Agreement substantially or to call the award decision into question;

the Conftacting Authority will enter into discussions with the Organisation and, failing a
proper solution within one month, may terminate this Agreement, after giving seven days'

notice, and without paying compensation of any kind. In that event the Contracting

Authority may demand full or partøl repayrnent of any amounts unduly paid, after
allowing the Organisation to submit its observations.

Prior to or instead of terminating the Agreement as provided for in Article 12.2, the

Contracting Authority may suspend payments or the declaration of eligibility of expenses

as a precautionary measure, informing the Organisation immediately.

This Agreement shall be automatically terminated if it has not given rise to a payment by
the Contracting Authority (including pre-fnancing) within two years of its sþature.

Unless this Agreement is terminated earlier pursuant to Article 12, the payment

obligations of the European Union hereunder shall cease at the "end date", which shall

March 2013
c4b_contnb ution_agr_gc_en.doc

Paç l2 of l9



Article 13 -

13.1

13.2

March 2013
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occur 18 months after the end of the Implementation Period as defined in Article 2 of
the Special Conditions.

The Contracting Authorify shall notify the Organisation of any postponement of the end
date, The Contracting Authority shall posþone the end date, so as to be able to fulfil its
payment obligations, in all cases where the Organisation has filed the payment request in
accordance with contractual provisions or, in case of dispute, until completion of the
dispute settlement procedure provided for in Article 13.

SnlruvnNT oF DISnUTES

The Parties shall endeavour to settle amicabþ any dispute or complaint relating to the
interpretation, application or fulfilrnent of this Agreement, including its existence, validity
or termination. In default of amicable settlement, any Party may refer the matter to
arbitration in accordance with the Permanent Court of Arbitration Optional Rules for
Arbitration Involving International Organisations and States in force at the date of
conclusion of this Agreement.

The appointing authority shall be the Secretary General of the Permanent Court of
Arbitration following a written request submitted by either Party. The Arbitrator's
decision shall be binding on all Parties and there shall be no appeal.

Nothing in this Agreement shall be interpreted as a waiver of any privileges or
immunities accorded to any Party hereto by its constituent documents or intemational
law.

13.3

FINANCIAL PROVISIONS

Article 14 - EttcntE cosrs

l4.l ro be considered eligible as direct costs under this Agreement, costs must:

- be necessary for carrying out the Action, be provided for specifically in this
Agreement and comply with the princþles of sound financial management, in
particular value for money and cost-effectiveness;

- have been actually incurred during the Implementation Period of this Agreement as
defined in Article 2 of the Special Conditions, whatever the time of actual
disbursement by the Organisation, in particular:

(Ð Costs relating to services and works properly provided shall relate to activities
performed during the implementation period. Costs relating to supplies shall
relate to delivery and installation of items during the implementation period.
Consequentþ, cash transfers between the Organisation and its partners,
signature of a contract, placing of an order, or entering into any commitment
for future delivery of services, works or supplies undertaken before or after
expiry of the implementation period do not meet this requirement.

(ü) Except for multi-donor actions, costs incurred should be paid before the
submission of the flinal reports. They may be paid afterwards, provided they
are listed in the final report together with the estimated date of payment.
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(äi) An exception is made for costs relating to fural reports, including expenditure
verification, audit and final evaluation of the Action, which may be incuned
after the implementation period of the Action.

(iv) Procedures to award contracts, as referred to in Article 10, may have been
initiated and contracts may be concluded by ttre Organisation and its partners
before the start of the implementation period of the Action.

- be recorded in the Organisation's or Organisation's partners' accounts, be identifiable,
backed by effective supporting evidence (originals, as the case may be in electronic
form), and verifiable pursuant to the provisions of Article 16.4.

14.2 Subject to the above and without preþdice to Ardcle 10.5, the following direct costs of
the Organisation or its implementing partners may in particular be efuible:

- the cost of staff assþed to the Action, corresponding to actual salaries plus social
security charges and other remuneration-related costs (including in the form of
provisions made in accordance with the Organisation accounting rules in case of Joint
Management Action). Identifiable personnel costs at headquarters level arising as a
direct consequence of the Action may be included. Salaries and costs shall not exceed
those normally borne by the Organisation or partners;

- travel and subsistence costs for staff taking part in the Action, provided they do not
exceed those normally borne by the Organisation or partners;

- purchase costs for equipment (new or used) which are attributable to the Action;

- purchase costs for goods and services (tansport, storage and distributing, rent of
equipment, etc.) which are directly attributable to the Action;

- costs directly arising out of, or related to, accepting or distributing contrbutions in kind;

- costs of consumables and supplies directly athrbutable to the Action;

- expenditure on contracting directly attributable to the Action;

- the proportion of field office costs that conesponds to the amount of activity directly
attributable to the Action or to the proportion of funding by the Contracting Authority;

- costs deriving directly from the requirements of this Agreement (dissemination of
information, evaluation specific to the Action, specific reporting for the needs of the

Contacting Authority, translation, reproduction, insurance, targeted training for those
involved in the Action, etc.) including financial service costs (in particular bank fees
for transfers).

- taxes, duties and charges, including VAT, actually paid and that the Organisation
cannot reclaim (or, where applicable, its partners), unless otherwise provided in the

Special Conditions.

14.3 The following costs shall not be considered eligùle;
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- debts and debts service charges;

- provisions for losses or potential future liabilities;

- interest owed by the Organisation to any third party;

- items already financed from other sources;

- pwchases of land or buildings;

- curency exchange losses.

14.4 Indrect costs are eligible provided that they do not include costs assþed to another
heading of the budget of this Agreement.

Indirect costs may be charged on the value of in-kind commodities delivered by the
C ontracting Authority, including their ass ociated costs.

A fxed percentage of direct eligible costs, not exceeding 7 Yo, may be claimed as
indirect costs by the Organisation to cover the administrative overheads incurred for the
Action. Funding in respect of indirect costs does not need to be supported by accounting
documents.

Subject to the above, for comparable Actions and Actions where there is more than one
donor the amount claimed as indirect costs shall not, in percentage terms, be higher or
lower than for other comparable contributions.

Where the rates applied in accordance with the Organisation's governing bodies'
decisions exceed 7o/o, the Organisation may recover the balance as direct eligible costs,
subject to the provisions governing direct eligible costs referred to in this Article 14 being
tulfilled.

Indirect costs shall not be etgfule where the Agreement concems the furancing of an
action where the Organisation is already receiving an operating grant from the European
Union during the period in question.

14'5 Any contingency reserve included in the Budget of the Action, to cover any adþtrnent
necessary in the light of changed circumstances on the ground, may not exceed SYo of
eligible costs and shall only be used with the prior written (by letter) authorisation of the
Contracting Authority, upon a duþ justified reçest from the Organisation tkough an
exchange ofletters.

14.6 Contributions in kind made by the Organisation or its partners may be considered neither
as co-fìnancing nor as eligible costs. The cost of staff assþed to the Action is not a
contribution in kind and may be considered as co-financing in the Budget for the Action
when paid by the Organisation or its partners.

Artícle 15 - P¿vuuvrc

15' I Payment procedures are set out in Article 4 of the Special Conditions and follow one of
the two options below:
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Option 1: When the irnplementation period of the Aereement does not exceed 12 months

or the contnbution is less than EUR 100 000

The Contracting Authority will provide a pre-frrancing from 80% up to 95o/o of the sum

referred to in Article 3(2) of ttre Special Conditions less contingencies within 30 days of
receiving the Agreement signed by both Parties.

The Contracting Authority will pay the balance within 90 days of receiving a request for
payment accompanied by a final report. Approval of the report will be done within 45

days and in accordance with Article 15.2. The Contacting Authority will pay the

balance within 45 days of approving tlre final report.

Option 2: When the implementation period of the Aereement exceeds 12 months and the

contribution is of EUR 100 000 or more

The Contracting Authority will provide a pre-financing from 80% lo 95o/o of that part of
the budget for the first 12 months of the Action which is being fnanced by it (excluding

contingencies) within 30 days of receiving the Agreement signed by both Parties.

Each further instaknent will consist of (l) an interim payment that will cover the

remainder of the Contracting Authority's part of the budget for the previous period

(including any approved contingencies) and (2) a pre-financing from 80% to 95% of that

part of the budget for the subsequent l2-month period (or of the remaining period if
shorter as regards the last instaknent of pre-financing) which is friarrced by it (exch:ding

contingerries), provided that at least 70Yo of the immediately preceding instaknent (and

100% of previous irstaknents if any) has been subject to a legal commitrnent between

the organization or its partler and a third parly as proven by the relevant report.

The instaknents and final payment will be made by the Contracting Authority within 90

days of receiving a request for payment accompanied by a progress or final report.

Approval of any report will be done within 45 days and in accordance with Article 15.2.

The Contracting Authority will then pay within 45 days of approving the progress or
fnal report.

15.2 Any report will be deemed approved 45 days after receþ, accompanied by a request

for payment conforming to the model attached as Annex V, if the Contracting Authority

has not reacted.

If the Conûacting Authority does not intend to a14)rove a repof, as submitted, it shall

revert to the Organisation with a request explaining the reason and specifying the

additional information it requires within the fìrst 45-day period. The deadline for
approving the report shall be suspended pending the receþ of the requested information.

If the Contracting Authority deems that a payment request cannot be met, it shall revert

to the Organisation with a request explaining the reason and specifying the additional

information it requires within the second 45-day period. The payment period shall be

suspended pending the registration of a properly formulated payment request.

Reports shall be presented in accordance with Article 2.

Approval of a report does not imply recognition of the regularity, authenticity,

completeness and correctness of the declarations and information contained therein.
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15.3 On expiry of the payment period specified in Article 15.1, the Organisation, shall
receive interest on late payment at the rate applied by the European Central Bank to its
princþal refinancing operations, as published in the C series of the Official Joumal of
the European Union on the first day of the month in which payrnent was due, increased
by three and a halfpercentage points.

The interest shall be payable for the period elapsing from the day following expiry of the
time limit for payment up to the day of payrnent. Any partial payment shall first cover
the interest.

By way of exception, when the interest calculated in accordance with this provision is
lower than or equal to EUR 200, it will be paid to the Organisation onþ upon demand
submitted within two months of receiving late payment.

The interest shall not be treated as an income for the purposes of determining the final
amount of European Union financing within the meaning of article 17. The suspension of
payment by the Conkacting Authority may not be considered as late payment.

15.4 The level of pre-fnancing referred to in Article 15.1 above shallbe set at a levelof
between 80% and 95 % n 5"/o ncrements taking into account past record of the
Organisation in particular as regards timely submission of the frnal report.

15.5 The Contracting Authority will make payments in Euro into the bank account referred to
in the financial identification form in A¡nex IV. Where paynent is to be made to a bank
account which is aheady known to the Contracting Authority, the Organisation may
provide a copy of the relevant financial identification form.

15'6 Where feasible, the funds paid by the Confacting Authority shall be maintained in Euro
denominated bank accounts. They may be pooled together with contributions from other
donors. They may be exchanged for other currencies in order to facilitate their
disbursement.

l5'7 Where according to the Special Conditions interest eamed by the Organisation on funds
received from the Contracting Authority is due, it shall be deducted from the payment of
the balance, re-used for the Action or recovered by the Contracting Authority. In that
case, interest shall be identified as such and reflected in reports to the Confacting
Authority.

Artícle 16 - Accoatvrs AND TECTTNTIAL AND FTNANCTAL cHECKs

16'1 The Organisation shall keep accurate and regular records and accounts of the
implementation of the Action. Separate accounts or sub-accounts shall be kept for each
Action, and shall detail all income generated by the Action, donor contnbutions and
expenditure.

The accounting regulations and rules of the Organisation shall appþ, provided that these
regulations and rules conform to internationally accepted standards.

16.2 Financial transactions and financial statements shall be subject to the internal and
external auditing procedures laid down in the Financial Regulations, Rules and directives
of the Organisation. A copy of the audited financial statements shall be submitted to the
European Commission by the Organisation.
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16.3 The Organisation shall, until at least five years after the end date as specified in article
t2.5:

- keep financial accounting documents concerning the activities financed by the

contribution and,

- make available to the competent bodies of the European Union, upon request, all

relevant financial information, inchrding statements of accounts concerning the Action,
whether they are executed by the Organisation or by its implementing partners or

confractors.

16.4 In conformity with its financial regulations, the European Union, including its Court of
Auditors, may undertake, including on the spot, checks related to the Actions financed

by the Contracting authority.

16.5 These provisions shall be applied in accordance with any specific agreement concluded

in this respect by the Organisation and the European Union.

Article 17 -

t7.t

t7.2

17.3

Ft¡v¿t ¿uouNT oF FINANCING Bv rHE Corrn ecnuc AurHoRrrY

The total final amount to be paid by the Contracting Authority to the Organisation shall

not exceed the maximum conû:ibution established by Article 3(2) of the Special

Conditions, even if the overall costs incurred exceed the estimated total budget set out in

Annex III.

lVhere Article 3(2) of the Special Conditions sets out a maximum percentage of
estimated total efuùle cost to be financed by the Contracting Authority, and if the

eligible costs at the end of the Action are less than the estimated total cost specified in

Article 3(l) of the Special Conditions, the conffibution of the Contracting Authority shall

be limited to the amount resulting from muhþþing the eligible costs by the percentage

laid down in Article 3(2) of the Special Conditions.

Where the percentage set out in article 3(2) of the SpecialConditions is lfteþto change

in the course of implementation, the Organisation shall consult the Contracting Authority

without delay so as to agree on appropriate measures, in accordance with Article 9.

The Organisation accepts that the contribution of the Contracting Authority shall be

limited to the amourit required to balance income generated by the Action, donor

contributions and expenditure for the Action and that it may not in any circumstances

result in a surplus for the Organisation.

In the event of a final surphrs balance of total financing over expenditures at the financial

closure of the Action, the Organisation shall specify in the final report the amount of the

surplus balance in the holding crürency used by the Organisation together with the

estimated amount in Euro and where the exchange rate of the Organisation can be

consulted. This surplus in the Organisation's accounts expressed in holding clurency

used by the Organisation shall be converted into Euro using the rate of exchange of the

Organisation in force on the day when the Conffacting Authority's internal recovery
order is established, which amount is later reflected in the debit note sent to the

Organisation. The resulting Euro equivalent shall then be refunded to the Contracting

Authority. This provision shall not apply to the exchange rates used for reporting.
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17.4 In cases where the Action is suspended or not completed within the Implementation
Period of this Agreement, the funds that remain unexpended after all liabilities incurred
in this period have been satisfied will be reimbursed to the Contracting Authority,
including, where applicable, interest earned.

17.5 Where the Action is not carried out at alt or is not carried out properly, in full or on time
and without prejudice to its right to terminate this Agreement pursuant to Article 12.2,
the Contracting Authority may, after allowing the Organisation to submit its observations
and without prejudice to Article 13, reduce the conû:bution pro rata the actual
implementation of the Action on the terms laid down in this Agreement.

Artìcle 18 - Rncovnny

18.1 Where recovery is justified, the Organisation shall repay to the ContractingAuthority
within 45 days of the issuing of a letter (debit note) by which the Contracting Authority
reclaims from the Organisation, any amounts paid in excess of the final amount due.

18.2 If the Organisation fails to repay by the due date, the sum due shallbear interest at the
rate indicated in article 15.3, The interest shall be payable for the period elapsing from
the day following expiry of the time limit for payment up to the day of payment. Any
partial payment shall first cover the interest.

18.3 Amounts to be repaid to the Contracting Authority may be offset against amounts of
any kind due to the Organisation, after informing it accordingþ. The Organisation's prior
consent is not required. This shall not affect the Parties' option to agree on payment in
instaknents.

18.4 Bank charges incurred from the repaynent of amounts due to the Contracting Auttrority
shall be borne entirely by the Organisation.
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Strengthening the AGD's capacity for PA and IT Audits
Strengthening the Internal Audit System capacity
Improving transparency and VfM of public procurement
Enhancing Parliament's oversight role
Annual Disbursement Proi ection
Pre-financing part of the budget for l2-month periodr

Subcomponents

Unfunded part of the budget
Administration Fee

Instalment
Contingency

Total

Annex III - Budget

Disbuts

from

rsement/installments (In

previous

Year I
252,782

year

500,000

203,009

Year 2

60, I 50

1,015,940

18,045

1 Pre-financing started aTSO% of the budget for the first 12-month period wilh 5% ¡ncrement for the following periods.

I

812.752

67.669

783,835

2s0.000

Year 3

t90.977

I,062"752

1.060.526

193,609

90t.447

157,895

203, I 88

1 ,189,950

Year 4

111.278

1.104.635

1.652.632

18,045

1,487,369

43,308

204,897

Year 5

159_079

111.278

18,045

1.646.448

377,519

43,308

358.642

189,850

165.263

Total

96,241

500,526

347,444

523"905

812.180

347,444

2,571,429

o//o

18,876

569_92s

4,454,060

11

366,320

18

58

l3

4,704,060

100

295,940

5.000.000
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ANNEX V

Request for payment for contribution agreement
with an international organisation

Reference number of the Agreement: ...

Title of the Agreement: ...

Name and address of the Organisation: ...

Request for payment number: ...

Period covered by the request for payment: ...

Dear Sir/Madam,

I hereby request payment of prefinancing/interim
mentioned above.

Date of the request for payment

For the attention of
<Address of the Contracting Authority>
<Financial unit indicated in the Agreement>r

payment/balance2 under the Agreement

The amount requested is fas indicated in Article aQ) of the Special Conditions of the
Agreement/the following: ...]3

Please find attached the following supporting documents:

. narrative and financial progress report (for prefinancing / interim payments )

. final narative and financial report (for payment of the balance)a

The payment should be made to the following bank account:...5

Please when making the payment indicate the following communication: ...

I hereby certify on honour that the information contained in this request for payment is full,
reliable and true, that the costs incurred can be considered eligible in accordance with the
Agreement and that this request for payment is substantiated by adequate supporting
documents that can be checked.

Yours faithfully,

<signature>

I If applicable, please do not forget to address a copy of this letter to the European Union Delegation
mentioned in Article 5 of the Special Conditions of the Agreement.

' Delete the options which do not apply.

' Delete the option which does not apply.o Delete the items which do not apply.5 Indicate the account number shown on the identification form annexed to the Agreement. In the event of
change of bank account, please complete and attach a new identification form as per model.

N.B.: Instalments of prefinancing. Interim payments and final payments are subject to the approval of the
corresponding report (see Article 15(1) of the General Conditions of Agreement)
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This document is being released to the public and distributed to the Bank's Board of Executive Directors
simultaneously. This document has not been approved by the Board. Should the Board approve the
document with amendments, a revised version will be made available to the public, thus superseding and
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Project Objective/Description, The general objective of the Program is to improve the effrciency of the Jarnaican public
sector by strengthening govemment capacity in: (i) Human Resource Management (HRM); (ii) Information and
Communication Technologies Manaseûient (ICTM)¡ and (iii) control svstems and accountabiliW mechanisms.
Special contractual conditions prior to first disbursement. The Program Executing Agency (EA) will send to the Bank
evidence thaÍ (i) the Program Coordination Unit (PCLi) has been created, and the Program Coordinator (PC), the Program
Procurement Specialist and the Program Financial Specialist havebeen appointed; (ii) the Steering Committee (SC) ofthe
Program has been created; and (iii) the Program's Operations Manual has been duly approved by the EA on the terms
previouslv aoproved bv the Bank 1f3.2).
Procuremenl The procurement ofworks, goods and services will be conducted in accordance with the Bank's Policies and
Procedures for the Procurement of Goods and Work (GN-2349-9) and for the Selection and Contracting of Consultants
(GN-2350-9). For the implementation of Component 3, which will be financed with resources from the Project Specifìc Grant
(PSG), the exception to the IDB's Policies, contemplated in the Proposal for the Establishment of a Framework Agreement
between the EC and the Bank (GN-2605) and in Resolution DE-13/1 l, will be applicable. Therefore, goods, related services,
and conzultancy services from non-Bank member countries may be eligible for procurement provided that the country of
origin ofthe goods and the nationality ofthe suppliers, contractors and service providen is recognized as eligible by the EC
unde¡ its applicable regulations (f2.5). Annex III outlines the agreements for managing procurement.

Proiect qualifies for: SEO I I Pn I I Sector Geosraohic I I Headcount
Under the Flexible Financi -655-l) the Borrower to reouest modifications to the amortization schedule as well(*) Under the Flexible Financing Facility (FN-655-l) the Borrower has the option to request modifications to the amortization schedule as well

as currency and interest rate conversions, in all cases subject to the final amortization date and original Weighted Average Life (WAL). In
considering such requests, the Bank will take into account market conditions and operational and risk management considerations.
(**) The credit fee and inspection and supervision fee will be established periodically by the Board ofExecutive Directo¡s as part ofits review of
the Bank's lending charges, in accordance with the relevant policies.
(***) This segment of the financing will be govemed by the provisions set forth in document GN-2686-4. The terms and conditions for this
segment ofthe financing will match those applicable for the segment ofthe Ordinary Capital resources, including the applicable provisions ofthe
Flexible Financing Facility.
(****) Grant resources to be provided to GOJ by the EC, under the Framework Agreement with the EC (GN-2605), will be administered by the
IDB through a Project-Specific Grant. The EC is expected to commit 5,000,000 in Euros, which is equivalent to 6,650,000 in U.S. Dollars, based
on the exchange rate of l.33US$Æuro. A PSG is administered by the Bank according to Document SC-114. As contemplated in these
procedures, and in the "Framework Agreement between the European Commission and the lnter-American Development Bank," dated July 19,
2011, the commitment from EC will be established through a separate "standard Contributron Agreement ("Contribution Agreement"). In
addition to compliance with the special contractual conditions prior to first disbursement Gee 113.2), EC resources will be available for
disbursement once the Contribution Agreement is signed with EC and the funds from EC are received by the Bank. Contributions received from
the EC shall be maintained and reported by the Bank in Euros, and all commitments and disbursements shall also be administered and executed
by the Bank only in that cunency, unless the IDB and EC agee otbe¡wise in writing (see paragraph 1.22). Therefore, the amount in US Dollars
associated \¡¡ith the EC contribution is provided for reference purposes only. In accordance with the Contribution Agreement to be entered into
between EC and the Bank these resources will be administered by the IDB and the IDB will charge an administrative fee for this purpose
equivalent to 57o ofEC's contnbution.
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I. DESCRIPTIoN AND RESULTS MouTToruNc

Background, Problem Addressed, Justification

Background. Jamaica is at a crossroads to reverse the protracted trends of fiscal
deficits, high debt, and low growth. The overall annual public sector deficit
averaged 7 .2%o of Gross Domestic Product (GDP) between FY 200712008 and FY
201112012 GDP. Jamaica's public debt stock has been consistently on the rise
since the late 1990s and is now close to l50o/o of GDP. Debt servicing costs also
increased over the years limiting the fiscal space for the provision of key services.
Over the last 20 years, its economy grew on average less than lo/o per year,
significantly below the average for Latin American and the Caribbean countries
(3 .S% and 2.0Yo respectively). I

Aware that f,rscal and debt sustainability are necessary conditions for
macroeconomic stability and economic growtt¡ the Government of Jamaica
(GOJ) has embarked on a comprehensive fiscal consolidation program. Supported
by a 48-month International Monetary Fund (IMF) Extended Fund Facility (EFF),
approved by the IMF on May 1, 2013, the GOJ is committed to improve the
overall public sector def,rcit from 4.3%o of GDP in FY 20l2ll3 to a surplus
slightly above l%o of GDP by FY 2016117.2 This situation poses a double
challenge for the GOJ. Eliminating the fiscal deficit is imperative to reducing the
debt burden, restoring fiscal sustainability, and facilitating growth. On the other
hand, it is essential to improve public sector efficiency to preserve a given quality
in service delivery in the midst of spending cuts and austerity measures.

Problem Addressed. A public sector that costs less and delivers better services is
one of the biggest challenges facing the GOJ today. According to the Global
Competitive Index 2013-14, Jamaica scores 2.5 out of 7 and ranks 117 out of 148
countries in the world on govemment efficiency in public spending.3 Recent
works in Public Sector Effrciency show that an improvement in efficiency is
obtained by reducing the administrative costs.a In addition, more transparency,
accountability, and control of comrption increase government efficiency.5

There are several causes explaining the relatively low efficiency of the Jamaican
public sector, among the most important of which include: the excessive
bureaucracy and red tape, high wage bill relative to GDP, duplication of
functions, underutilization of Information and Communication Technologies
(ICT), and silo operations resulting in high transactional costs and the absence of

Sources: 2013 Public Expenditure and Financial Accountability(PEFA) Report and IMF saff estimates.
Fiscal years cover from Apil I to March 31 .

Memorandum of Economic and Financial Policies - April 2013. Jamaica: program with the IMF.
See"Wastefulness of government spendingi'http://www.rvefo$,"rlr.l-org/issries/_g0-mpeìtitil'eqes_s-0.&ci20l2
See Matei and Savulescu (2009)
Alfonsq Romero, and Monsalves (2013)
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economies of scale.6 Furthermore, weaknesses in the control systems and
accountability mechanisms also hamper a more efficient use of public reso.rces.t

Numerous factors need to be addressed to improve the efficiency of the Jamaican
public sector. This operation will focus on three priority areas of intervention:
(i) Human Resources Management (HRM) in the public sector; (ii) Information
and Communication Technologies Management (ICTM); and (iii) public sector
control systems and accountability mechanisms. These interventions have been
prioritized because: (i) they are issues identified by the GOJ as priorities for their
significant potential for efficiency gains and long-term savings; (ii) they support
initiatives included in the EFF with the IMF, specifically, the streamlining of the
business registration process, the implementation of activities included in the
PFM Reform Action Plan (PFM-RAP) and the introduction of the HR system and
shared corporate services; and (iii) they are cross-cutting issues with strong
strategic coherence among themselves.

Weak government capacity for HRM. The GOJ central government's wage bill,
the main category of expense after debt services, represented I1.l% of GDP in
FY 201 112012,8 one of the highest in the region. During 2000-12, it consumed on
average one third of total public expenditures. The large wage bill remained
predominantly rigid at around l1% of GDP in the past four years.e This high level
of personnel spending, driven both by a relatively high number of govemment
employees as a percentage of the population (4.5%)10 as well as by pay increases
granted in the 2000's, has crowded out public investment and posed a continuous
challenge to fiscal sustainability.

As part of the letter of intent related to the IMF program in April 2013, the GOJ
announced its intention to reach a ratio of wages/GDP for the central government
of no more than9Yo by fiscal year 201512016. To do this, the GOJ has embarked
on different rationalization and long-term saving initiatives, which include an
attrition program,'l a temporary wage freeze, and the implementation of shared
corporate services (sharing of back-offlrce administrative functions).r2 The
effectiveness of these efficiency measures, however, will depend on the
government's capacity to exercise three key functions: (i) measure progress and
forecast wage bill reductions; (ii) control the existing payroll, so as to make this
effort sustainable in time; and (iii) redeploy current staff following retirements to
limit the growth in the number of employees, maximizing existing skills in the

Public Sector Master Rationalization Plan - May 2011.
Repeat PEFA Assessment: Jamaica (March 2013).
See: Jamaica. IMF Country Report No. 13/304
Repeat PEFA Assessment: Jamaica (March 2013).
Countries comparable to Jamaica in terms of population andterritory, and therefore with the same challenge
for achieving economies of scale, tend to present lower levels. For example: Panama (3.2%) and Costa
Rica (2.7%) (Source: AECID, 2012).
Gradual reduction of the workforce size by not replacirg personnel lost through retirernent or resignation
Memorandum of Economic and Financial Policies (April 2013). Jamaica: program wittr the IMF.
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public service. Current capacity to carry out these three functions is weak due to
two main factors: weak governance and lack of appropriate management tools.

HRM govemance in the Jamaican public sector has been fragmented for many
years with dispersed responsibilities among central agencies, and limited
enforcement capacity over Ministries, Departments, and Agencies (MDAs) and,
in particular, on over 200 existing public bodies. The GOJ lacks appropriate tools
for controlling the payroll and managing its human resources. GOJ's lack of an
integrated HR system inhibits its ability to manage its HRM processes efflrciently.
The nominal roll of the entities and their payroll are not linked, nor integrated.
There is no mechanism in place to collect personnel data and to reconcile them
with the monthly payroll.r3 Controls on transfers, termination and changes are
manual, and do not have reconciliation mechanisms. Having an integrated
solution (HRM with payroll) comprising all MDAs would allow the GOJ to
increase the efficiency ofHRM processes, ensure the accuracy ofthe payroll and
maximize the human capital present in the administration at a crucial time (very
limited recruitments), realizing significant savings in the GOJ's annual wage bill.

Weak government capacity for ICTM. The GOJ aims to leverage ICT
facilitating data sharing across-government, online service delivery, and access to
information.to V/ith this the GOJ expects cost reductions in service delivery,
lower transaction costs for citizens and businesses in engaging with government,
and increasing operational efficiency. However, the GOJ has been slow in taking
advantage of ICT to transform and rationalize the public sector. The GOJ lacks a
whole of government e-government strategy, basic ICT norms and regulations,
and the governance framework for ICT is still evolving.ls The lack of a robust
institutional foundation for ICT management delayed e-government development
in Jamaica. In the adoption of ICT to modemize the public sector, Jamaica has
clearly lagged. The United Nations e-Govemment Survey 201216 places Jamaica
in the 108th position just above Cuba and Haiti in the Caribbean Region. In the
Online Service Component of this index Jamaica scored 0.31 out of 1, below the
0.46 average for the Americas. This score indicates a relatively low automation of
public services and suggest that the Jamaican public sector still predominantly
operates with paper documents and files. The consequence of this is the
prevalence of inefficient service delivery reflected in large numbers of
procedures, long delays and high transactional costs. Securing electricity service,

13 Repeat PEFA Assessment: Jamaica (March 201 3).

'o GOJ: Infonnation and Communications Technology (ICT) Policy. March 201 L
15 The GOJ is taking the first steps to set a new instih¡tional and governance framework for ICT. At the

operational level, Fiscal Services Limited (FSL), the primary govemment-owned provider of ICT services,
has been reassigned from the Ministry of Finance and Planning (MOFP) to the Ministry of Science,
Technology, Energy and Mining (MSTEM). FSL will be converted into E-Gov Jarnalca Limited,
expanding its scope ofintervention beyond fiscal-related ICT initiatives. At the strategic level, the Central
Information Technology Office (CITO) has been wound up into the same Ministry, MSTEM, and will be
led by a Chief Information Officer, who will be responsible to dwelop and drive ICT and e-Govemment
initiatives acros the Public Sector.r6 httpliunlran3.un org/egovkly'

1.9
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registering a business, and duplication of back-office services are specific
examples of this situation. The GOJ considers that the efficiency in the delivery of
these public services can be significantly improved with the adoption of ICT.

1 .10 Electricity service: Obtaining an electricity connection in Jamaica is cumbersome
and time consuming. According to the "Doing Busìness Report", it requires six
procedures and 96 days for an entrepreneur to obtain electricity in Jamaica.
Globally, in 2013 Jamaica stands at 123 in the ranking of 185 economies on the
ease of obtaining electricity service, well below the Latin American and
Caribbean Region (LAC) average of 73. Furthernore, Jamaica lost 13 positions in
the ranking from the previous year.t7'The Govemment Electrical Inspectorate
(GEI) is responsible for the safety inspection of electrical installations in Jamaica.
Only installations for which cefification has been issued by the GEI are allowed
to be connected to the electrical system. A recent GEI's operational assessment
reveals that in spite of the increasing service demand (35 thousand applications
per year), its core service delivery process (application filing, job scheduling,
inspections, approvals, and certifications) remain highly manual, time-consuming,
and prone to errors and delays in decision-making due to the proliferation of
paper forms in every step of the process with the subsequent manual effort
required to collect data.r8

1.1 1 Starting a business: Jamaica stands at a relatively strong 2l in the ranking of 185
economies on the ease of starting a business, well above the LAC Region average
of 98. Starting a business in Jamaica requires 6 procedures and takes 7 days.le
Although Jamaica enjoys a good position in the ease of starting a business
indicator, over the last six years, when numerous govemments around the world
were massively adopting ICT solutions to enhance service delivery, no e-
government reform has been introduced by the GOJ to facilitate starting a
business.2O Business registration in Jamaica lacks a citizen-centered approach. In
today's Jamaican business registration system, an entrepreneur must physically
file different forms with the National Lrsurance Scheme, Tax Administration
Jarnaica, National Housing Trust and Human Employment and Resource Training
Trust/NTA, in addition to Companies Office of Jamaica (COJ). These agencies
are not interconnected and do not share data among themselves; thereby forcing
the citizens to complete a function that nowadays should be performed by ICT.
COJ has one office in Kingston that serves the entire island, forcing entrepreneurs
from outside the capital to travel in order to register a business. Annually,
approximately 2,000 new companies and 6,000 business names are registered. All
forms received are manually entered into a database by a clerk therefore wasting
human resources time and increasing the risk of errors due to the manual data
input.

r7 Doing BusinessReport2013. Co:ntry Profile: Jamaica. TheWorld Bank.
18 PWC: Automation of theprocesses of GEI. August 2013.

'' Doing Business neport 20t l. Corntry Profile: Jamaica. The World Bank
" Doing Business Report2013. Co,rntry Profile: Jamaica. The World Bank.
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1.12 Shared Services: The GOJ has identified the duplication of certain functions
among MDAs as one of the causes of the relatively low efficiency of the Jamaican
public sector.2r Currently, all MDAs provide the following back-office services:
finance, human resources, information technology, procurement, legal,
communications, asset management and internal audit. This duplication increases
administrative and overhead costs depriving the GOJ of economies of scale.
Seeking to lower these administrative costs, the GOJ has decided to adopt a
gradual approach for the implementation of shared corporate service environment.
A GOJ Steering Committee (SC) comprised of Permanent Secretaries recently
approved an implementation strategy for the introduction of govemment-wide
shared corporate service delivery of the mentioned functions. GOJ plans to deploy
the transaction aspects of the HR frmction as the first of its shared corporate
services.

l.l3 Weak control systems and accountability mechanisms. In spite of the
significant progress made by the GOJ in the management of its public finances
over the past six years," weaknesses remain. Recent assessments reveal that
weaknesses in the control systems and accountability mechanisms, particularly in
external and internal audit, public procurement, and parliament oversight of
public finances, still hamper the management of budget resources and pose
challenges to efficient service deliveqf3. The Public Expenditure and Financial
Accountability (PEFA) assessment reports recurrent breach of rules, particularly
with regard to financial management and procurement. Compliance is affected
mainly by the lack of training of internal audit officers and adequate IT systems.2a
Public procurement is also affected by the weak control environment due in this
case to the lack of: (Ð a consolidated and modern procurement law;
(ii) adequately trained procurement officers; and (iii) ICT to conduct procurement
(e-procurement). For 2014, a new Procurement Act is expected to be enacted and
an e-tendering system implemented.

1.14 Lastly, legislative oversight of public finances and scrutiny of the budget process
is limited due to capacity constraints. Neither Parliament nor its Committees have
the necessary technical support to undertake a thorough and meaningfrrl review.
To fulfill its constitutional oversight role of public finances, Parliament requires
in-house capacity to analyze the budget and audit documents. To address this gap,
a recent assessment2s recommends: establishing a technical unit headed by a
Technical Officer, enhancing Parliament's research and ICT capacity, and
training its members with respect to oversight of public finances and review of the
performance of the GOJ, in particular the members of the Public Administration

2' Public Sector Master Rationalization Plan - May 2011

" TheGOJ showed progress in buclget credibility, the introductbn of program and results-oriented budgetirg,
the move towards the centralization of treasury management, as well as some measures in public

^- procurernent, and internal and external audit.
" Repeat PEFA Assessm ent (2012) and the European Union (ELI) PFM Report (20 1 3)
2a Repeat PEFA Asessment (2012)
25 World Bank (2013) Jamaica: Parliamentary Oversight of Public Finances-An Institutional Review.
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and Appropriations Committee, whose role is to scrutinize the budget execution,
and the Public Accounts Committee, whose role is to review the Auditor
General's Annual Report and the audited financial statements. These deficiencies
in control systems and accountability mechanisms explain in part the low score
(D+) received by Jamaica in the 2012 PEFA performance indicators (PI) on the
effectiveness of payroll control (PI-l8), effectiveness of intemal controls for non-
salary expenditure (PI-20), the effectiveness of internal audit (PI-21); and the
legislative scrutiny of the annual budget law (Pl-27); as well as in competition,
value for money and controls in procurement (PI-19) (C).

1.l5 Program alignment. The Program is aligned with Jamaica's National
Development Plan, Vision 2030 Jamaíca,26 and the Country Strategy with
Jamaica 2013-2014 (GN-2694-2¡.27 This operation also bolsters the objective of
the Ninth General Increase in the Resources of the IDB GCI-9 (AB-2764) to
support small and vulnerable countries. The Bank's 2013 Country Programming
Document as well as the 2073 Operational Program Report (document GN-2696)
for Jamaica include the present operation. Lastly, the Program is aligned with the
Public Sector Management and Finance component of the Bank's Sector Strategy
for Institutions for Growth and Social Welfare (GN-2587-2), and the
strengthening of the control systems of the Strategy for the Strengthening and Use
of Country Systems (GN-2538).

1.16 Bank's interventions in Jamaica. Over the last four years, the Bank has
provided the GOJ with technical and furancial assistance in areas related with this
Program. The Public Financial and Performance Management (PFM) III
(ZíZI|OC-IA) supported the introduction of legal reforms related with this
progmm. The current operation will complement zs2llOC-IA by financing
capacity building and key IT systems to enhance management, control, and
accountability of public resources. The bank also provided the following non-
reimbursable TCs: (i) "Establishment of GovNet" (ATN/FI-12374-JA), approved
in 2010, provided the GOJ with a corurectivity assessment and recommendations
on the business model to enhance the government's communications network;
(ii) "Implementation of Elechonic Govemment Procurement in Jamaica"
(ATN/KK-I2694-JA), approved in 2011, laid the foundation for the
implementation e-procurement; (iii) "Enhanced Information Management for
more Transparent and Effrcient Government Audits Project"
(ATN/AA-I3424-JA), approved in 2012, supports the automation of the entire
external audit process; and (iv) "Enhancing the ICT Regulatory Environment in
Jamaica" (ATN/KF-13733-JA), approved in 2013, reviews the current
administrative and regulatory framework of the converged broadcasting and
telecommunications sector. Finally, this operation complements the Jamaíca

Specifically, the program is aligned with National Stategy 6-5: Strengthen accountability and transparency
mechanism; and National Strategy 6-7: Strengthen public institutions to deliver efficient and effective
public goods and services.
See Expected Result ofthe Stratery "Improved efficiency and effectiveness ofthe Public Sector".

2'7
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Competitiveness Enhancement Program (JA-LI014), currently under preparation,
given that both operations support GOJ's efforts to enhance the competitiveness
and the business environment in Jamaica by making public services more efficient
and citizen-oriented.

|.17 Lessons leamed from a similar program suggest that its effectiveness depends to a
large extent on: (i) the degree of govemment commitment to the proposed
reforms; (ii) a robust communication strategy to inform public sector employees
of the potential benefits and risks inherent in the reform process; and (iii) the
proper alignment of incentives to support long-term sustainability.2s

B. Objective, Components and Cost

1.18 The general objective of the Program is to improve the efficiency of the Jamaican
public sector by strengthening government capacity in: (i) HRM; (ii) ICTM; and
(iii) control systems and accountability mechanisms. The Program will finance
the following activities:

Ll9 Component 1: Human Resources Management (HRM). This component will
flrnance activities aimed at improving efficiency of personnel expenditures and
strengthening the government's capacity for more efficient HRM. To include:

(a) Implementation of a Human Capital Management System (HCMS)
covering the entire public sector. The HCMS refers to an IT solution that
can scale up and automate and integrate processes like payroll,
performance reviews, and employee information such as professional
experience, academic background, as well as demographic features in a
single database for the entire public sector. The HCMS will include a
payroll solution that will allow employees' salary and salary-related data
to be entered and maintained within the system. The operation will
finance: (a) the procurement of the HCMS; (b) the implementation and
roll out of the system across the public sector, including a dedicated
technical team; (c) ICT infrastructure; and (d) training for administrators
and users.

(b) Strengthening the capacity of the Strategic Human Resources
Management Division (SHRMD) within the Ministry of Finance and
Planning (MOFP)2e for: (a) strategic HRM planning; (b) policy
formulation, coordination and implementation within HRM units in
MDAs and public bodies; (c) adaptation of key HRM processes to the
HCMS in coordination with HRM units in MDAs and public bodies; and
(d) quantitative and qualitative analysis of HCMS data.

" S"" Implønentation Completion Report. Jamaica Public SectorModemization Project. World Bank (2003).
" SHRMD located within the MOFP, consolidates HR functions previously assigned to differert entities
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1.20 Component 2: Information and communication technologies management
(ICTM). This component will flrnance activities aimed at: (i) strengthening the
government's capacity to lead and implement ICT policy, and (ii) improve
efficiency in public service delivery by adopting innovative citizen-centered
e-government solutions. To include:

(a) Institutional strengthening of the new ICT governance framework.
The operation will finance: (a) the establishment and organization of the
office of the Chief Information Officer30; (b) the design of an e-

Government framework and strategy; (c) the development of key
instruments and policies to support new e-government framework; and (d)
capacity building and training on key ICT policy areas and subjects to
support the new e-government mandate,

Streamlining the processes of the GEI. The operation will finance
process reengineering and automation to reduce the time associated with
the application and delivery of electricity permits through: (a) process

reengineering for administrative simplification and increased
transparency; (b) adoption of the web-based Application Management and
Data Analysis (AMANDA) system;3' 1c¡ change management; and (d)
ICT infrastructure.

Establishment of a one-stop shop for business registration. The
objective is to reduce the time required to register a business by
simplifuing and automating the process with the aid of a digital solution.
The operation will finance: (a) the implementation of the online
processing of a single Business Registration Form; and the electronic
approval and data sharing among the govemment agencies involved in
business start-up; (b) ICT infrastructure; (c) training of the Tax Office
staff so they can offer support to citizens on using the online filing service;
(d) implementation of kiosks equipped with computer workstations and
digital signing pads that customers with no internet access may use at the
Tax Office in each parish; (e) a communication strategy to promote the
new online service and (Ð supporting documentation (user manual).

Introduction of Shared Corporate Services. As the first step to reduce
the costs of providing corporate services over time32, the program will
support the introduction of shared services by financing: (a) the design and
initial implementation of the Operating Model for the Human Resources
Shared Service Centre (IIRSSC), including the governance framework and
the organizational arrangement33; (b) the definition of technical

The Chief Information Ofücer will be the government official responsible for ICT policy.
An instance of the AMANDA application is hosted by the National Environment and Planning Agency.
This cost reduction is expected to be achieved by realizing economies of scale througþ the aggregation,
standardization and cenhalization of common 'back office' corporate functions such as fìnance, human
resources, payroll, IT, and procurement.
The Operating Model for the HRSSC will comprise a definition of policy and strategy, scope of serviceg

(b)

(c)

(d)

30

3t

32

33
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specifications for the facility that will host the HRSSC;34 (c) the
acquisition of workstations for the HRSSC agents; (d) the training of
HRSSC agents; (e) the acquisition of ICT solution (hardware and
software) to operate HRSSC; and (f) a study to prepare the framework for
implementing shared legal services.

1.21 Component 3: Control systems and accountability mechanisms.3s This
component will contribute to the GOJ's PFM-RAP36 objectives on modemization
of procurement processes and improvement of the budget control and oversight.
These interventions will contribute to improvement in the efficiency of public
spending. To include:

(a) Strengthening the Auditor General's Department (AGD) capacity for
performance (PA) and Information Technology (IT) audits through:
(a) external auditors in-country training and overseas attachments on IT
audits; (b) external auditors in-country training on PA;37 and (c) IT
solution (hardware and software) for the use of computer assisted audit
techniques (CAAT) software for external audit.38

(b) Strengthening the Internal Audit System's (IAS)3e capacity, especially
for payroll and procurement audits, through: (a) internal auditors' in-
country training on PA; (b) capacity building for the adoption of modern
audit techniques for internal auditors, and (c) adoption of a commercial
off-the-shelf system for the automation of the audit process in the IAUs.

(c) Improving transparency and value for money of public procurement
through: (a) training and certification courses for procurement staff;
(b) technical assistance to produce a new Procurement Handbook
following enactment of the Procurement Law; (c) implementation of e-

tendering, including IT equipment; (d) communication and awareness of
new Procurement Law, Handbook and e-tendering system among
Govemment and Contractors; and (e) new contractor registration system
as a module of the e-tendering system.

(d) Enhancing Parliament's oversight role, through: (a) the design of a

Management Accountability Framework for the Parliament; (b) design and
establishment of a Technical Office for fiscal and budget analysis; and
(c) training for the Members of Parliaments in relation to macro-fiscal

processes, systems, volumes, operating hours, accountabilities and responsibilities, facilities and locations,
structures and organizations, service performance standards and levels, funding pricing and charging
mechanisms.
As part of the GOJ space rationalization program the government has identified a group of facilities that
could beused to accommodate the HRSSC once they have been suitablyrefurbished.
To be financed with resources ûo be received from the EC. See footnote ***.
See GOJ's new PFM-RAP, prepared with the IMF Regional Technical Assistance Centre CARTAC.
This will be provided jointly for external and internal auditors, as well as Parliament's technical staff.
The Computer Assisted Audit Techniques is the practice of using computerc to automate the audit process
Includes the MOFP Intemal Audit Drectorate and the Internal Audit Units of Minishies and Departmmts.

35

36

37

38

39
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management, public hnances and fiscal responsibility, particularly with
respect to optimizing spending choices, to enhance efficiency and
effectiveness.

1.22 Cost and additional financing. The total estimated budget is US$31,650,000.
The Bank will finance up to US$I4,000,000 from the Ordinary Capital resources
under the Flexible Financing Facility. The China Co-Financing Fund for Latin
America and the Caribbean (CHC) for Latin America and the Caribbean will
finance up to US$l1,000,000. The total financing of the IDB and the CHC will be
disbursed on a pari-passu basis. The European Commission (EC) is expected to
contribute 5,000,000 Euros with a Project Specific Grant (PSG) which is
equivalent to 6,650,000 in U.S. Dollars, based on the exchange rate of
1.33US$/Euro. The PSG will be administered by the IDB. In accordance with the
Contribution Agreement to be entered between EC and the Bank, the IDB will
charge an administrative fee of 5%o to cover administrative a¡d indirect costs
deriving from the project. The 5o/o fee, duly identified in budget Table 1, will be
charged and converted into U.S Dollars when the first installment is received by
the IDB. Resources of the EC received by the Bank shall be maintained and
reported in Euros, and all commitments and disbursements by the Bank shall also
be administered and executed only in Euros, unless the IDB and the EC agree
otherwise in writing as part of the Contribution Agreement. Approximately
US$2,077,300 to be administered through the PSG will be required for the first
year of the Program's execution. A detailed projected disbursements table can be
found in the optional link #8.

Table I - m Costs

writing (see paragraph 1.22). T"he amount in US Dollars associated to the EC contribution is provided for reference
purposes only. The EC resources will be available for disbursement only after a contribution agreement hæ been
signed between the Bank and the EC.

1.1 Imolementation of a HCMS
I .2 Strenethenins the caoacitv of SHRMD

2.1 Institutional strengtltening ofthe new ICT

the processes ofthe GEI

Introduction of Shared Corporate Services

3. 1 Strengthenine AGD's
8 1 2.1 80.50

4.2 Audit, Monitoring and Evaluation
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C. Expected fmpact, Key Results, and Beneficiaries

1.23 The expected impact of the program is improved efficiency of the Jamaican
Public Sector. This will be achieved through the following outcomes: (i) enhanced
HRM contributing to maintaining a fiscally sustainable wage bill; (ii) efficiency
gains in public sector operations and a more cost-effective delivery of public
services; and (iii) enhanced control and accountability ofpublic resources which
will contribute to improve the efficiency of the Public Sector lnvestment Program
(PSIP). Result indicators for each component are in the ßgqults Fraûrelvofk.

I.24 The program's direct beneficiaries will be: (D HR, procurement and audit officers
as well as the employees of the Jamaican Public Sector, which will benefit from
more integrated, streamlined, and transparent HR, procurement, and audit
processes and spend less time on papenvork and more time supporting their
organization's strategic objectives; (ii) the MOFP which will benefit from
enhanced capacity to manage and control, procurement, HR and payroll; (iii) the
Parliament, which will benefit from an improved capacity for the oversight of
public resorrces; and (iv) citizens and businesses, which will benefit from
reduced time to register a business and obtain a permit for electricity service. The
ultimate beneficiaries will be the local private sector, which will benefit from
increased opportunities to compete in public procurement, the govemment as a
whole, which will benefit from efficiency gains and savings; and the general
population.

II. FTN.INCTNC STRUCTUNT AND MAIN RISKS

Financing instruments

The Program will be financed through a Specific Írvestment Loan and a PSG.

The loan will be financed with Ordinary Capital resources of the Bank under the
framework of the Flexible Financial Facility and the China Co-Financing Fund
for LAC. Grant resources to be provided by the EC will be administered by the
IDB through a PSG, JA-X1007, pursuant to the terms of the Contribution
Agreement to be entered into between EC and the IDB (see T.22).

Risks

Social and environmental risks. In accordance with the Environment and
Safeguards Compliance Policy (OP-703), the Project is classified as Category
"C". There are no significant negative social or environmental risks associated
with the activities proposed in the Project.

Fiduciary risks. A team of IDB specialists and the Project Management Institute
(PMÐ applied to the Program's Executing Agency (EA) "PMI's Standards
Benchmark", an assessment tool developed by the PMI that measures

management capabilities. The assessment indicates that the Public Sector
Modernization Division (PSMD) shows strengths in the areas of financial

A.

2.1

B.

2.2

2.3
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management and procurement, which translates in relatively low risks in
managing the required accounting, financial and procurement processes and

reporting. PSMD shows a solid track record as the EA of Bank operations. PSMD
was the EA of ATN/OC-9776-JA and ATN/OC-I0991-JA and is currently the EA
of the ATN/AA-I3424-JA and ATNIFI-12615-JA. The assessment also reveals
that the EA may need to strengthen its communication, risk, and stakeholder
management capabilities.

Other risks. Program's stakeholders and the project team identified the following
risks: (i) weak inter-agency coordination; (ii) resistance to change in the public
administration; (iii) further deterioration of the fiscal situation; (iv) limited
technical capacity to undertake complex reforms; and, (v) delays in signing the
contribution agreement between the EC and the Bank. Their occrrrrence could
lead to implementation delays, jeopardize sustainability of reforms, ffid
undermine efficiency gains. These risks will be mitigated through the combined
implementation of the following measures: (i) the adoption of an accountability
mechanism for the Program's outputs and outcomes; (ii) a solid budget planning
and fluid communication with the MOFP to secure budget allocation for the
proper implementation and sustainability of the program; (iii) the establishment of
a Program's Steering Committee (SC) to ensure robust program governance,
strategic direction and oversight. Given the composition and seniority of its
membership, the SC will play a key role in enhancing coordination, promoting the
dialogue, and disseminating program's results; (iv) the implementation of a

change management plan to mitigate possible resistance to adopt reforms from the
public administration; and (v) the provision of technical assistance to support
implementation and training for capacity building. Finally; to mitigate the effect
of a possible delay in the availability of the EC contribution, the program rwas

structured to accommodate for the timely execution of Components 1 and 2 by
separating the source of funding of these components from the EC funding, which
will be exclusively allocated for the funding of Component 3. The Program's
overall risk rating is medium.

Procurement PIan (PP). The procurement of goods and services financed with
resources from the IDB and the CHC will be conducted in accordance with the
Bank's Policies and Procedures for the Procurement of Goods and Works
(GN-2349-9) and for the Selection and Contracting of Consultants (GN-2350-9).
Program interventions exclusively financed with resources from the PSG have
been grouped under component 3. For the implementation of Component 3, the
exception to the IDB's Policies GN2349-9 and GN-2350-9 of March 2011,
conternplated in the Proposal for the Establishment of a Framework Agreement
between the EC and the Bank (GN-2605) and in Resolution DE-13/11, will be
applicable. Therefore, goods, related services, and consultancy services from
non-Bank member countries may be eligible for procurement provided that the
country of origin of the goods and the nationality of the suppliers, contractors and
service providers is recognized as eligible by the EC under its applicable
regulations. The EA will update the PP at least once per year.

2.5
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Coordination. The project team maintains a high level of coordination with the
GOJ, the EU, the IMF, and the WB. Given the number of simultaneous reforms
currently undertaken by the GOJ within the framework of the EFF with the IMF,
the coordination is crucial to avoid duplication of efforts, secure proper
articulation and sequencing of reforms, and optimizethe resources available.

Economic analysis and sustainability. An economic analysis (see optional link
#24. and ontional link #28) was performed, which shows that the Program is
economically feasible. The Program shows a cost-prof,rt ratio of US$1.85 for each
invested dollar, with an IRR of 28%.The discount rate is IZYu The analysis was

complemented by an appropriate sensitivity assessment. In the conservative
scenario the Program presents an IRR of l7%.It is expected that the efficiency
gains and savings generated by the program will free up resources that can be
allocated for the proper operation and maintenance of the systems acquired by the
Program.

III. IITpInvTTNTATIoN AND MANAGEMENT PLAN

Summary of Implementation Arrangements

Borrower and the EA. The GOJ will be the borrower and the Office of the
Cabinet, through the PSMD, will be the EA. The PSMD, which makes up the
organizational structure of the Office of the Cabinet, leads the reform of the
public service and drives the implementation of the modernization agenda as

outlined in the Ministry Paper 56102'Government at your Service' to improve the
quality, coherence and responsiveness of public services and facilitate the
achievement of major national goals.a0 Given its role in the Office of the Cabinet,
the PSMD will be responsible for the overall administration of the Program,
including planning, budgeting, implementation, and monitoring. The
disbursement period will start on signature of the Loan Contract for a period of
five years. The EA will establish a Program Coordination Unit (PCU). This PCU
will coordinate and monitor the Program's execution and will include a Program
Coordinator (PC), a Financial Specialist, and a Procwement Specialist. All
procurement and accounting activities, including financial monitoring and
reporting, will be carried out by the PCU. The PCU specific responsibilities will
include: (i) preparation, implementation and coordination of the A¡nual Operating
Plans (AOP); (ii) financial administration, Program accounting and preparation of
budgets and disbursement requests; (iii) preparation of the Program's annual PP,

and the procurement of goods and services; (iv) coordination of the preparation of
technical reports and financial statements; (v) monitoring of the progress of
Program activities, environmental and social safeguards compliance, and analysis
of variances of actual results against plans; (vi) selection and hiring of the
external audit and ensuring that the relevant recommendations are implemented;

40--" For more int'ormation see: http://w*'r.v.cabinet,gov.im/about cabinet*oflìce./operations_and structure

A.

3.1
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(vii) hiring of the evaluation specialist; and (viii) serving as a liaison for the
Program implementation with the Bank.

Special contractual conditions prior to lïrst disbursement. The Program EA
will send to the Bank evidence that: (i) the PCU has been created, and the
PC, the Program Procurement Specialist and the Program Financial
Specialist have been appointed; (ii) the SC ofthe Program has been created;
and (iii) the Program's Operations Manual has been duly approved by the
EA on the terms previously approved by the Bank.

Supervision and reporting. The IDB Project Team will report to the EC on the
EC-fimded activities. The IDB will provide annual and final reporting to the EC,
in compliance with the provisions of art. 2 of Annex tr of the GN-2605. Reporting
will be prepared on the basis of detailed input provided by the EA (see fl3.6).

Annual Operating Plans (AOP). Each year, the EA will presmt an AOP to the
Bank for its non-objection. The AOP will detail Project execution activities and
associated implementation plans for the year; and will include for each
programmed activity: annual goals, budget, and implementation schedule. The
AOP for the frst year will be contained in the Project Execution Plan. For
subsequent years, the AOP will be submitted to the Bank for its non-objection
before November 30th of each year, and will cover the activities that will be
canied out in the following year.

Summary of Arrangements for Monitoring Results

The Borrower and the Bank will hold semiannual meetings in order to review the
progress achieved in implementing the Program. For these meetings, the
Borrower will furnish, prior to each meeting, information and documentation
requested by the Bank regarding the Program's advancement. Project monitoring
will be based on the Results Matrix, the Monitoring and Evaluation Plan, the PP,

and the AOP. The EA will submit semi-annual progress reports throughout
Program execution, within 60 days following the end of each semester. The
progress reports will contain at least the following elements: (i) narrative
description of activities executed under each component, including a description
of the procurement processes ca:ried out and issues affecting implementation
during the reported period; (ii) update on attainment of Result Matrix indicators;
(iii) statement of costs incurred by component activities as well as Results Matrix
indicator; and (iv) identification of risks/events that may potentially affect the
future implementation of the Project, and mitigation measures.

Impact Evaluation. With loan resources, an evaluation specialist will be hired to
conduct the impact evaluation of the Program. In addition, at the end of the
Program, the Bank will prepare a project completion report to assess results
achieved by the Program, its long-term sustainability and lessons learned to
improve the design and execution of future operations.

3,3

3.4

B.

3.5

3.6
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RESULTS Mnrnrx

the Project: The general objective of the Program is to improve the efficiency of the Jamaican public sector by
government capacity in: (i) HRM; (ii) ICTM; and (iii) control systems and accountability mechanisms.

IMPACT

EXPECTED IMPACT: Improvement of the efficiency of the Jamaican public sector.
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Component 1: Human resources management
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training provided bv GEI.

#

I

0

2013

Website address to access
the on-line registration form
þrovided bv COJ

23

0

20t3

Tax Offices list with kiosk
installed orovided bv COJ

2

2013

List of participants provided
by COJ

I

I

COJ report

I

I

I

List of participants in the
study tour provided by
PSTU

I
Copy of the Operating
Manual provided bv PSTU

I
Report containing the
technical specifrcation
provided by PSTU

PSTU Report

I
List of training participants
provided bv PSTU.

I PSMD



*%'
completed
Component 3: Control systems and accoun
Subcomnonent 3.1 Strensthenine the AGD capaci8
Auditors trained - in country
- for developing/up-dating
PA knowledse and skills
Auditors trained - in country
and overseas -for
developing/updating IT
audits knowledee and skills
IT audits manual drafted and
disseminated
Auditors trained overseas
completed
Additional licenses for
interrogation software
installed

268,500

tabilifv

ffi#s
ï#ät**ö#

[,ffiffiffiffiF;

Subcomponent 3.2 Strenethenins the IAS caoacitv
Professional Develoþment
framework for Internat Audit
Units IIAU) comoleted

I65,000

#

Internal Audit Units
automated

or PA and [T a

61,000

#

20

Internal Audit Manual
uodated i

96,000

#

IA employees trained

3

75,200

2013

dits

#

105,000

Subcomnonent 3.3 lmnrovins transnarencv ¡nd value for monev of nuhlic n

20t3

45

0

#

Procurement Manual
published, including updated
bidding documents

0

45

805,400

2013

8

45

#

t7,400

:i:tffi:
ffi,Éffi

20t3

#of
IAU

r52,400
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45

0

T2

3

Manual

0

2013

80,000

#of
Internal
Auditor

J

I

2013

110

0

J

0

93

List of participants provided
by AGD

2013

#

t0

2013

J

List of participants provided
by AGD

0

11

t2

2013

Copy of the Mranual
provided bv the AGD.

20

120

List ofauditors that received
training provided bv AGD.

'ocuremenf

Copy ofvoucher for the
acquisition of the licenses
orovided bv AGD.

t20

2t

Consultancy report provided
by the IAD/IvIOFP

List of IAUs that installed

the audit software provided

by IAD/MOFP
I

240

Copy of Manual provided
bv IAD/MOFP
List of IA employees that
received haining provided
bv IAD/MOFP

I Copy ofProcurement
Manual provided by Public
Expenditure Policy
Coordination
Division/MOFP



Procurement employees
hained under new curricula
(MrND)

Sensitization and awareness
camþaign implemented

Procurement employees
certified

450,000

il.iil-9.rÊfi.ff H$á&#.,1

E-tendering sollwa¡e at

MOFP in operation

80,000

#

ffi
Fil{8Fr.l-r.fijffi
Teft

650,000

Subcomnonent 3.4 Enhancins Parliament's oversishf role

0

Management Accountability
Frarnework designed

æ.1,:.P#t,',,iffi

tffil

#

z0t3

Technical Office estab lished
and functioning

2,160,000

#

0

Training for PAC and PAAC
members delivered

2At3

300

0

fotal estimated cost of outnu

ì'\
rtuff##ffi
åir$ffi,r

Prosram Administrafion

20t3

#

Itlonitorinp. Evaluation. and Audits

300

Sontincencies

150.000

fotal estimafed cost of the Prosram

Ëjl#

I

300

0

528,000

I
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20t3

300

#

80,000

50

1200

, Sûritä;... .. .1

ffi',' Y
.tr ffi

#

0

List of procurement
employees trained provided
by Public Expenditure
Policy Coordination
Division/MOFP

50

2013

2

#

0

50

I

20t3

Report prepared by Public
Expenditure Policy
Coordination
Division/MOFP

50

0 2013

200

I

us$ 28.562

List of procurement
employees certified
provided by Public
Expenditure Policy
Coordination
Division/MOFP

us$ 1.108.600

us$ 216.000

I

us$ 1,762,965

US$

435

31.650.000

Website address to access

the e-tendering system
provided by Public
Expenditure Policy
Coordination
Division/MOFP

I

Copy of the MAF provided
by the Clerk of the Houses -
Parliament

I
4

List of Technical Office
staffprovided by the Clerk
of the Houses - Parliament
List of training participants
provided by Clerk of the
Houses - Parliament
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FIDUCIARY ARRAN GEMENTS
Jatrsb,a
JA-LI046 and JA-XI007: '?ublic Sector Effciency
Program"

E)(ECUTING AGENCY: Pr¡blic Sector Modemization Division - Ofice ofthe Cabinet
FIDUCIARY TEAM: Lila Mallory and Graham Williams

I. ÐGct¡rrlc Srnnrø,nv

1.1 The ExectÍing Agency (EA) is the Pr:blic Sector Modemization Division (PSMD)
of the Offce of the Cabinet. The Bank's methodolory for Project Risks
Assessment was úilized to identiS the program's risks and to determine
*ittgatng Írcasures. Wittr srpport from the Project Managerrrerú kstih.úe eMD,
PMI's Standards Benchmarkr, was applied to assess PSMD's overall management

capabilities. The assessmerú indicates tlìat the PSMD has the necessary
instihfional capacty to administer the program The PSMD shows sfengtls in
the areas of fuancial rnanagerrrrf and procurerrrcnt, which trarslates into
relativeþ low fiduciary risk in rnanaging the required accorrúing; furancial and
procrnerrnrt processes, and reporting. Given the rrngnilude of the progran¡ it is

recorrrnended tlìat additional srpport be hired for procrnenreff to enable tirnely
execúion

The program will be co-frnnced with a US$ll million loan from the China
Co-Financing Fwrd for I¿tin Arnerica and the Caribbean2 and a grarú of
€5 million (approxirrateþ US$6.650 million) provided by the European
Corrrnmify (EC)3. The grafi. conûrbrfion will be administered by the IDB
ti,rough a Pdect Specific Grant, JA-X1007. EC resources will be rnairúained,

administered, disbused, reported ard accowúed for in Euros, as per the
Franework Agreerrrnt between the IDB and the EC (GN-2605). A fee equivalerú
of 5Yo of the EC grant willbe used to cover IDB's overhead related to the project.
The IDB's policies and procedues will be applicable to procurement and
fuarpial rnanagernent overall The use of coturbry slatens is not yet awilable for
the procuerrrert of goods, corsulting services or non-consuhing services for the
Program The Bank is curerúþ assisting the Governnprú to rnodemize and
strengthen its procurernerf and fuarpial systerrs ard admnce efforts toward the
increased use of country s¡atems.

il. EXECUTING AGE\CY'S FTDUCI{RY CoxTp<T

The resuts of the assessnerú indicate úat the PSMD has the necessary
instihúional capacly to particþate in the execrfion of this program The
assessrrrerú indicates TI:n;t the EA shows stengtts in the areas of frìancial
rnanagernent ard procurenrrú, which transhtes in relativeþ low risks in

PMI's Standards Benchmark is an æsessment tool that measures management cap abilities developed by the Project
Managemørt Institute.
The total financing of the IDB and the China Co-Financing Fund will be disbursed on a pari-pæsu bæis.
The EC grant contribution, which is indicated in US dollars, may vary due to exchange rate fluctuations.

t.2
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rnanaging the required accowrting; financial and procrnerrerÍ processes, axd
reporting. PSMD shows a soli,C tack record as the EA of Bank operatiors.
PSMD was the EA of ATN/OC-9776-JA4 and ATN/OC-10991-JA5 ard is

cr:rrentþ the EA of the ATN/AA-I3 424-JA6 ard ATNÆI-12615-Jd.
Furtherrnore, the Office of the Cabinet ttnougþ the Public Sector Modemization
Project (PSMP) had rnarnged a loan in the arnount of US$28.4 million a Public
Sector Modemization Project from the World Bank furing the period 1996-2003.
The World Bank rated the perforrnarpe of the inplenerúation agency as

satisåctory overall.s

The Public Sector Efficierrcy Program will be a project consisting of three
components contrìbuting to a common general objective; oto improve the

efficiency of the Jarnaican public sector". The program will be inplenerúed by a

dedicated Program Coordination Unit (PC[) which will be under the direct
oversigþ of the PSMD. Once the PCU has been established a follow-tp exercise

will be done in order to ftrther assess its capacify and refine the ûduciary
arrangenrerús to rrpet the needs of the program The Bank will provide srpport
ard guidarce to the PCU in the irrplenrerÍation and/or strengthening of its

fiduciary capacily to execrfe the proposed program

trI. FDU TARY RISKEVALUATION AND MITIGATION ACTIONS

The Project Tearq in consultation with v¿rious stakeholders, has iderúified the
rnajor risks that are tkeþ to affect the proposed project. The parties have also
jointþ developed a preliminary Risk Mitþtion Mafix which otflines the

necessary mitiption actions to be taken A joint review of the Matix will be
undertaken on an arrrual basis, and any necessary additional mitigation actiors
will be adopted. Based on the assessmerú, the program fiduciary risk has been
ranked as low. PSMD has perrnanerú dedbated st¿ff to friarre, procwenrerú ard
accounfing of projects. PSMD has an accowrting system (ACCPAC accourÉing

software), that is enployed to rnanap the accowrting of currerf IDB operatiors
where PSMD is the EAe. The system can easily acconrnodate additional project.

The EA has a procwernerÍ specialist åmiliar with IDB's fiducnry policies and
procedrnes. However, given the anmunt of procwerrrrú work envisaged under the
prograrr\ the EA rnade provisbn in the program budget to hire an additional
procurenerú specblist, if the need arises, to strengthen its capacify to administer
large-scab procurenrert of goods ard services r¡nder the program

Strenghening GOJ's Capacity to Manage for Results.
Program to Support the Medium Term Action PIan-PRODEV II.
Enhanced Informdion Managemmt for more Transparent and Efficient Govemment Audits Project.
Support for Implementation of Medium Term Action Plan to Manage for Results II
World Bank (2003) Report No: 27540. Implementation Completion Report (SCL-40830).
ATN/AA- I 3424-JA and ATN/FI- 1 261 5-JA.

3.1

3.2

4

5
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IV. AsprcTS To BEcoNSTDERU) IN TrrE spEcrAL coNDrrroNs oFTrrE coNTRÄcr

4.1 Prior to frst disbuserrerf, the EA will serd to the Bank eviderpe tlraÍ (Ð the
PCU has been creaúed, ard the Program Coordinator, the Procwenerú Specialist
and the Finarpial Specialist have been appointed; (Ð the Steering Conrnittee
(SC) of the Program has been created; and (iþ the Program's Operatiors Ma¡r.nl
has been duþ approved by the EA along the lines previousþ approved by the
Ba¡k.

The rate of exchange agreed with the EA. The application of the exchange rate
has been agreed with the EA as follows: (f reimbunement of expenses made:
the efective rate of exchange on the date which the request is preserfed to the

Bank; ard (if rendering of Accounts or Justification of the Advance of f\¡nds:
the effective rate of exchange used in the conversion of the currerrcy of the

operation to the local crrrency.

V. FnucItRy ARRANGEVTEITS FOR PROCURÄ4ENT D<nCUTION

Each year, the Ministry of Finance ard Plarn:ing (MOFP) pirblishes a Budget
Circular requesting the submissbn of estirrntes of incone ard e>pendih¡re ûom
ministries ard other agerries for incl.sion in the National Budget for the
following fiscal year. The Budget Circular provides the structr¡re and forrnat in
which the estirnates are to be submitted, ard the required surbmission deadlines.

The PSMD will prepare ann¡al estirrntes in the required forrnat, which will be
inch.¡ded in the Office of the Cabinet's overall budget estimates. The estirnates
will corsider the total cost of friarping required for execrfion of the program

It is arúicþated that the Borrower will conrnit to allocate, for each fiscal year of
project execrfior¡ adequate ûscal space to guararitee the r¡rfettered execrÍion

The PSMD will have resporsbiliry for firnrpial administration of the IDB loan
funds ard EC conûrbrfion Each source of fimding will be accor¡nted for
separateþ. The IDB f,¡nds should be rnairfained ard accor¡rúed for in US Dollan,
whilst the EC fi:nds will be rmintained ard accounted for in Er¡ros.

hrocurenrent Execution. The procwernerú fiduciary arrangennrús establish the
conditions applicable to all procrnenent execúion activities. The PCU will be
responsible for all procurenerÍ activities. Procurenprfs for the project will be
carried orf in accordarpe with the Policies for the Procrnerrprú of V/orks and
Goods Finarped by the IDB (GN-23 49-9), of March 20II; añ the Policies for the
Selection and Contractmg of Consulta¡ús Finarped by the IDB (GN-2350-9), of
March 2011, atñ, with the provisions est¿blished in the loan cortract ard the
Procurement Pbn @P). Prior to any procurernerf being initiated, the Borrower is

required to prepare ard srúmit to the Bank a drafr General Procurernent Notice.

For the inplerrerfation of ConponerÉ 3 of the Prograrr¡ the exception to the
IDB's Policies GN-2349-9 ard GN-2350-9 of March 20i1, conterrplated in the

5.1

5.2

5.3

5.4

5.5
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Proposal for the Establislffrerf of a Frarrework Agreerrerú between the European
Corrrnission ard the Bank (GN-2605) ard in ResoTÍion DE-13/11, will be
applicable. Therefore, goods, related services, ard corsuharcy services from
non-Bank rnernber cowrtries rnay be eligble for procurerrerú provided that the
cornrûry of origin of the goods ard the natiornþ of the srppliers, corfractors ard
service providers is recognized as eligible by the EC under its applicable
regdations.

a. hocurement of Goods and Non-Consulting Sen¡ices: procurenrerf urder
the program to be financed with resources from the IDB ard the China Co-
Financing Fund will be govemed by the policies corúained in GN2349-9. The
PP indicates the procedures to be used for the corúracting of goods ard non-
consulting services generated under the project. The processes subject to
National Corrpetitive Biddmg (NCB) will be execrfed ttroWh the use of
Natiorìal Bidding Docwnerts approved by the Bank. Review of techrical
specifications durrìg the preparation of the selection process is the
responsibility of the program sector specialist.

b. hocurernent of Information Technology GI) Systens: procr¡renrerf of IT
slatens will be done in keeping wifh the policies reÈrerped above. The
Bank's IT Specialist will provide teclmical review and advice as necessary.

c. Selection and Contracting of Consultants: procrnerrrnt of consulting
services to be finarped with resources from the IDB and the China
Co-Finarring Fund will be conducted in accordance with GN2350-9 Policies.
The PP indicates the procedure to be rsed for the contracting of consulting
services. The Borrower is resporsfule for preparing and irrplerrerfing the

project and therefore for preparing the TORs, short lists, selecting the

corsuftarús, and awarding and subseqrærfþ administering the contract.
Review anl subsequerf no objection of Terms of Refererpe for the selection

of consuhing services is the responsfuility of the program sector specialist.

d. Selection of Individual Consultants: Individual corsuftarfs are errployed on
assignrrrrús for which (! tearrs of personnel are not required; ard (if the
eryerierrce and qualifications of the individual are the pararmunt requirenrrf.
Advertisenprf is not requiredl0 ard corsultarfs do not need to submit
proposab. Consuharns shall be selected tlroWh corrparison of qualificatiors
of at least three cardidates armng those who have eryressed interest in the

assigrrrrrn or have been approached directly by the Borrower. Individual
consutrarfs rnay be sebcted on a sole-source basb with due justification in
exceptional cases. This is to be carried orf in accordarce with Section V
(Selection of Individual Consuftants) of GN-2350-9 paragrapfs 5.1-5.4.

e. TraÍning: As per GN-2350-9, if the assignnrerú incldes an inportarú
corrponert for haining or tmrsfer of knowledge to Borrower staff or national
consuharts, the TOR shall indicate the objectives, nahne, scope, ard goals of
the faining prograrq incl.rding details on trainers and trainees, skills to be

l0 However, in some cases Borrowers may consider the advantage of advertising at their option.
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transferred, time Aanr, and rnonitoring ard ewhntion arrangeÍpnts. The cost
for the training program shall be included in the consulüant's contract and in
the budget for the assignrnerf. Training for the use of software sohÍions
acquired with the finìdrtg provided by this operatior¡ such as the Hrnnan
Captal Managerrerf System (IICMS), the e-tendering spten¡ the data
rnanagenrent slatem for the aúornation of the GEI ard the system for the
arÍornation of the IAUs, etc., can be sor¡rced from verdors that possess the
specfic teclrrical knowledge with prior request ard approval tom the Bank.
Other general faining activities will be subject to corrpetitive process.

Recument Expenses: the project will finance recr¡rrerú expenses inchlding
salaries of PCU ard project staff contracted for the progran¡ rental ard
túilities for offce åcilities.

Domestic hreference: Determining whether it is appropriate ard necessary to
use dornestic prefererre in the evaluation of bids should be gurded by
Apperdix 2 of GN-2349-9 paragnphs l-6.

Thresholds (US$): Direct contracting tp to US$5,000, duþ justiûed in
accordarrce with apptcabb IDB procurenrerf policies, subject to the prior
approval by the Bank, such appro'øal not to be urneasonable withlreH or
delayed, rnay be r¡ndertaken through ex post review.

Country Thr:eshold Table (US$ Thousands): The following table indicates
the tlresholds that determine the procurernerú rnethod to be used for each type
of corúract see Cor.urtry Thneshold Table wwrv.ia d b.o rglpmc u re me nt.

5.6 Procure¡nent Plan: The PP indicates the procedwes to be used for the
procurenerú of goods, the coftracting of services, ard the method of selecting

consutrarÍs, for each confact or grorp of contracts. It also indicates cases
requiring preqrnlification; the estirnated cost of each contract or goup of
conffacts; the requirenrrú for prior or post review by the Bank. The PP will be
rpdated arrruaþ or whenever necessary or as required by the Bank. The detailed
PP is avalable at $Mnv.iadb.o{g/pm_cH.nmept.

Procurerent Supervision. Procrnenprfs will be reviewed according to the
Cowrtry Threshold Table above.

.:1s,s; ' ; 'l{nrd$ft3'. I .; l,,r #d i$ rlll rrr+lifl l#&Hi#P!fÉlfÈ tglÈ.R'{ltfr;ç .$]Ì¡ LIIIIII

for
Ex-

Post
Revisio
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tnlernano
nal

Competiti
ve Bidding

NCB Þnopprn
g/Price

Compari
son

lnternaüo
nal

Competiti
\€

Biddins

NCB ¡inoprn
gÆrice
Compar

ison

Drternûüo
nal

Competiti
ve Bid

ùnorf
lists

Solely by
Nationals

+ t,500 r)u -r, JUU I )I.J + t5(, l)uz) f+ZUU - zuu t¿
months

-tl,x-A.nle
Review

Þx-rost
Review

bx-rosr
Review

Þx-Ante
Review

tsx-rosl
Review

þx-fost
Review

tsx-/\nte
Review

Þx-rost
review

Note: Procuremfft Plan which dictates the review modalities will be reviewed on a yearly basis.
Individual Consultants: will be reviewed ex ante for services at or above US$50,000. For amounts below US$50,000,
such procurernents will be reviewed ex post.
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Records and Files. All records ard files will be nraintained by the EA, according
to accepted best practices, and be kept for a minirrum of tlnee (3) yeare beyond
the end of the operation's execution period, or as stþulated in the loan agreement.

Other relevant issues: 'Fiscal space" constraints: A rnajor tlreat to the
erpeditious execúion of awarded contracts is the timeþ avafabilify of fi¡rds to
meet pre-agreed payrrrerú schedules. The GOJ rnay hold rp disbwserrrrús due to
the lack of 'lscal space" at the particular time the disbwsements are to be rrade
ard payrnerfs may have to be susperded ttn¡s dehying the timeþ delivery of
goods &/or services to the respective ertities that are esserÍial to the srnooth
execrfion of the Program The PCU will need to be perrnanerúly cogrtuarú" of this
thneat and take all the necessary precaúionary meastnes to secure budget
allocation for srnooth program inplenerfation. Resoruces are allocated in the
Program's budget to hire a change management expert, in order to enhance
conrn¡nicatio n risk and stakehoher manageflrcnt capabilities.

VI. FnaNcrar, Maxlcm,mrr

h.ogramming and Budget. The Borrower has cornrnitted to allocate, for each
fiscal year of project execúior¡ adequ,ate fiscal space to guararfee the unfettered
execrfion of the projecq as determined by norrnal operative instrurnerÍs sr¡ch as

the Project Execúion Plaq Anilal Operating Plan (AOP), the Financial Plan and

the PP. Even though no courÍerpart resornces are corferrplated in the original
project budget, the Borrower will r¡ndertake to provide all required resources for
the total and efective corrpletion of the project activities.

Accormting and Idorrnation Systenrs. Project accounting will be performed
usng ACCPAC system and will be done under the modified cash basis. It is

e>pected that the accor.rfing system will åcilitate the recording ard chssification
of all fruncial transactions, provide inforrnation rehted to: plarrred versus actral
fu;ancial execúion for the prqec! the finarpial execrfion plan for the next 180
days that will be attached to each request for Advance of Funds, arrual Finarpial
Staternerts, perforrnance reports, and any other reports, frìarpial or otherwise,
audited orunaudited, tl:nt nøy be required by the Bank from time to time.

Disbusernents and Cash Flow. The PSMD will have responsibility for the
preparation ard submission of disbursernerú requests to the Bank. Two
arfhorized special bank accowrts with the Cerfral Bank of lanøba will be used
for the rnanagenerú of loan resources in foreþ currency. One accowf should be
used to manage and rnaintain the IDB loan resor:rces, in US dollars, and another
accourú will be used to manag¿ ard nnintain the EC grarú confrbúior¡ in Euros.
Additionaþ one Program Account will be established in a bank to rnanage the
resources which are converted to local crnrerpy. DisburserrerÍ rnethods btøt tmy
be used to disbr¡rse ftnds ûom the loan fuarpmg are as follows: - Adrarpe of
Ftmds; Reimbursenprf of PaynrerÍs Made; or Direct Paymerú to Srpplier.
Disbursenprfs will be ex-pos! except for Reqræsts for Direct Paymerf to
Srppliers.

6.1
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The EA will be responsible for the maintenance of adequate and onginal
docr¡rnerúation to sr.pport disbr¡rsenpnt requests. Such docrrrprÍation will
inchrde, accounting receþts, carpeled invoices, payrnerú receþts, legble
carpeled cheques, customs drfies certificates, certíûcates of works, enploymerú
confacts, shppmg, unloading, and storage docunrerts, goods/services received
reports, and any other payrrrerf stpport docwnerú acceptable to the Bank.

The PCU conrnits to rnairÍain strict corfrrol over the r.tilization of all Adr¡ance of
Funds so as to erswe the easy verification and reconciliation of balarpes between
the PCU's records and IDB records (WLMSI).

The PCU will provide adequate justiûcation of the exlsting Advarpe of Fwds
balance, whenever 80% of saiC balance has been sperf. Advarces will nornnþ
cover aperiod not exceeding 180 dala ard no less than 90 days.

Srpporting docurnentation for Justifications of Advances of Fr:nds and

Reimbwserrprf of Paynnrús Made will be kept at the office of the PCU. Srpport
docurnerüation for direct paynents will be sent to the Bank ftr processing.
Disbursenprfs will be reviewed within the ex-post rnodaþ. The Ex-Post reviews
will be conducted on a sarrple of transactions and do not ioply u blanket approval
ofthe whole r¡niverse of eryendih-nes, based soleþ onthe sanples reviewed.

Internal Contrcl and Intemal Audit. The rnaniagenent of the program will
assunrc the responsfuflily for designing ard inplerrrrting a sound system of
irúemal control for the project. The system to be established should provide
reasornble assurance thal (f the project fi;nds are used for their irúended purpose

ard project developrrrerf objectives, with special atterúion given to the princþles
of economy ard effcierry (ä) project assets are properþ safeguarded;

(üf prqect transactions, decisions, and activities are properþ arfhorized and

docr:rnerfed; and (iv) project transactiors are execúed in accordarpe with the
est¿blished policies and procedr:res delineated in the legal agreenrrfs. In order to
enhance the intemal control s¡atem of the projecL a recornrnendation should be
rnade to the EA for the htemal Audit Departrnerf of the Office of the Prine
Minister to periodically audit the project.

External Control and Reports. The EA will be required to sr:rbmit to the Bank,
Anrual Audited Financial Statenprús of the Pdect to be submitted within 120

days after the close of the fiscal period. The Final Audited Financial Statenrents
are due wifhin 120 dala of the cbse of the Project (last disburserrrrf date).
Financial Statenprf will be prepared as per the guidelines orflined n the Guide

for Financial Reports and External Audits for Operations Financed by the IDB
ard audits will be done in accordance with Irúemational Auditing Standards. The
TORs will be ageed on between the EA and the Bank, and will include at a
minim¡r! the requirenrrú to ar¡dit the furancial staterrpnts of the projecl review
internal controls and carry oú ex-post disbr.lrsenprú and procrnemeú reviews.
The Finarìcial Statenprfs will be audited by a frrn of indeperderú pr.rblic
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accountarfs accepbble to the Bank, and shall be selected ard hired according to
the Bank's procurement procedures for audit services @ocunrerf AF-200).

6.10 Financial Supervision Plan. Financial Sr.pervision will be developed based on
the initial and sr:bsequerf risk assessrnents carried orf for the project. Finarcial,
Accorrrting and kstinnional hspection visits will be perforrned at least once per
year, covering; the following topics, armng other: (Ð a review of the
reconciliation and srpporting docrnrprúation for advances ard jrstiûcations;

(i| review of conpliarre with the OM; ard (ÍÐ review of the PCU kstitr.tional
Strengthening Action Plan ard; d) Conducting ex post reviews. The initial

Financial Srpervision PIan of the project will focus on O actirzities related to the

irrplerrrerfation and follow-rp of arrangerrrrús and s¡aterns being irrplerrrerred
for the finarrcial rnarmgenrerú ard procwerrprú of the progran¡ ard (Ð capacity
building of PCUpersonnel in the Bank's procedwes and requirements.

6.11 Execution Mechanisrn The structure to execrúe the program will consist of a SC

at the strategic level. A PCU in the PSMD at the administrative level At the

operational level each program subconponerf will have a senior GOJ officer
accourÍable, a Subconponerf Manager, and a Working Team

6.12 The SC will be in charge of providing strategic direction ard sr.pport to the
Program through the review of progress reports ard the AOP. The SC

rnernbenhþ will consist of at a minirrurn senior representatives from the MOFP,
the Plarrring Instihfe of Januica, the Minishry of Scierre, Techrolory, Enerry,
and Mining the Parliament, the Auditor General's Department Office of the

Cabinet ard the Corrpany Offce of Jatøb,a. The PCU will be headed by a
coordinator, ard will conprise of a procrrerrrrf specialist ard a

financ iallaccounti ng specialist.

6.13 The PCU in the PSMD will have resporsbiþ for the techrical ard fuarxcial
rnanagennnt of the progarr! inchrdng the EC fi¡nded portion of the project. The

specific responsibilities of the PCU will inch¡de: (f rnanaging ard execrfing all
program - related procurenert based on TORs prepared by the respective

Subcorrponerú Maragers ard following all applicable IDB and GOJ guidelines

(i) coordinating ard srpporting the preparation of the AOPs; (üf preparation of
budgets, project accourfing, and preparation of request to replenish the program

frnds; (iv) preparation of the arrn:al PP; (v) coordinating the preparation of
(a) techrical reports, (b) periodic rçorts, ard (c) erd of year friarcial reports;
(vi) monitoring of program's activities, assessing progress, and analym'
variarces of actual resutrs versus plans; (vrÐ conûacting the evahntion specälist;
(vür) confacting the extemal ar¡ditor and ensuring, througþ the PSMD, the

execúion of the external audit ard inplerrrerring recorrrrendatiors; ph:s

(ix) servmg as a liaison for the program with the Bank.


