Follow up to the European Parliament resolution on budgetary control of EU financial assistance in Afghanistan, adopted by the Commission on 13 March 2012
1.
Rapporteur: Jens GEIRER (S&D/DE)
2.
EP reference number: A7-0388/2011 / P7_TA-PROV(2011)0578
3.
Date of adoption of the resolution: 15 December 2011
4.
Subject: Budgetary control of EU financial assistance in Afghanistan

5.
Competent Parliamentary Committee: Committee on Budgetary Control (CONT)
6.
Background of the resolution:

The Parliament recalls that already in 2010, a Parliament’s resolution on a new strategy for Afghanistan had identified several points of concern regarding budgetary control of EU aid to Afghanistan. According to Integrity Watch, in 2009 bribes of over $1 billion were paid in this country. The European Parliament also recalls that, since 2002, the Commission had allocated more than EUR 2 billion in development and humanitarian aid to Afghanistan and that it had disbursed EUR 1.8 billion. In this context, the Parliament reiterates its oversight role and requests the Commission to ensure proper management of EU funds and actions with the aim of maximizing the positive impact on final beneficiaries. A series of issues (among others: budget support, sector support, accountability and oversight of funds, donor coordination, reporting and independence of the Control and Audit Office of Afghanistan) are highlighted and requests to the Commission are made.
7.
Brief analysis/assessment of the resolution and requests made in it:
The Commission believes that it provided evidence that Community funds in Afghanistan are spent in a prudent, effective and efficient way and that the Commission effectively monitors implementation. The resolution does not pose particular problems to the Commission.
The exception remains recommendation 32, which calls on the Commission to submit an annual report to the European Parliament containing an evaluation of the effectiveness and impact of aid, a reasoned statement of assurance by aid type assessing the legality and regularity of the financed or co-financed operations, information on the proportion of expenditure monitored by aid type, including the types of irregularities identified as well as the measures taken. This is a reiteration of the earlier COCOBU report prepared by MEP Mathieu (OJ C43E, 24.02.2010).
8.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

The Commission takes full note of Parliament's views as expressed in this resolution.

The resolution concludes that overall Community funds in Afghanistan are spent in a prudent, effective and efficient way and that effective monitoring is ensured despite the difficult circumstances. The Commission takes good note of the Parliament's recommendations in the continuous review and strengthening of its management and oversight of EU development cooperation funding in Afghanistan.

As regards recommendation 5 ("to introduce budget support under rigorous, well defined conditions not only at central level, but also at provincial and local level"): the Commission aims to reach and surpass the goal of implementing 50% of EU development assistance either through the budget, or through Multi-donor Trust Funds (MDTFs). For the time being, "on budget" EU assistance is increasingly channelled through MDTFs. In line with the Commission Communication on Budget support, any future budget support will be conditional to a fully independent Control and Audit Office in Afghanistan, stronger progress and commitment on reforming public financial management and fighting corruption, as well as on assuring budget transparency and oversight.

Concerning the introduction of budget support at provincial level, decentralisation in Afghanistan is still at a very early stage. The roles and responsibilities of civil servants, appointed officials and elected representatives are in general weak and not well-defined. Almost all services are delivered by the central ministries in Kabul through their provincial departments. Clear-cut, earmarked lines of budget and delegation of authority (between central ministry and its sub-national arm) are not yet in place.

In respect to recommendation 19, the Commission reports on its experience with the UN through its annual report. In addition, in accordance with Article 30.3 of the Financial Regulation (FR), contracts concluded by the UN with EU funds are published, thus ensuring transparency of the activities undertaken. For the UN, external audit reports issued by the UN Board of Auditors, which certify a given UN organisation's accounts for a given biennium, are public documents. In April 2010, the UN committed itself to making available extracts from external audit reports and summaries of available internal audit reports related to Actions financed by Commission in advance of a verification mission. In April 2011, commitments were taken by the UN to further streamline this process. Considering this agreement, UN agencies are more and more open to divulging their Audit reports (upon the Commission's request).

The Parliament would wish a Statement of Assurance (recommendations 19 and 32), beyond the assurance requirements set out in the FR. The exercise on which a declaration of assurance is based covers all the control mechanisms, and it is unlikely that the UN agencies could give declarations covering only the Commission's funding. The EU funding accounts for only 5% of the total UN spending in Afghanistan, and much of this goes through trust funds which have their own specific accountability. The Commission would certainly not see a declaration as an alternative either to verification or to access to audits.
Recommendation 32 further recalls the request to submit to the European Parliament an annual report containing an evaluation of the effectiveness and impact of aid.

The Commission recalls that, in addition to the annual report produced by DEVCO on the implementation of EU external aid, it produces every 6 months the following reports, which are also transmitted to the Parliament: (i) "Information note for the Committee on Budgetary Control of the European Parliament on Multi-Donor Trust Funds supported by the European Community since 2003"; (ii) “Implementation Report of the EU Action Plan for Afghanistan and Pakistan” (approved by the Council in its composition of Foreign Affairs Committee); (iii) the "State of Play" reviewing the implementation of the operations in Afghanistan. These being quite inclusive, additional reports would not bring added value to the exercise.

Moreover, in Busan (December 2011), the Commission and the EU have committed to pay special attention to increasing further the transparency of EU development activities, including their financing, content and results by fully implementing the International Aid Transparency Initiative standard and developing Commission and EU tools, as necessary. This is also applicable to our cooperation with Afghanistan.

The Commission agrees with recommendation 16 and the need for capacity building of the oversight institutions in Afghanistan. However, it considers that joint control and monitoring visits by the Commission and the Afghanistan Control and Audit Office is not compatible with the independent role and mandate of the latter.

The possibility of establishing European multi-donor trust funds on the basis of the revised Financial Regulation goes beyond the specific case of Afghanistan. The creation of such a mechanism would of course enlarge the scope of EU assistance and as such it would be welcomed. However, the existent MDTFs are already carefully vetted in terms of fiduciary standards via the four-pillar assessment. Moreover, in a country where the fragmentation of aid remains a real concern, it is important to keep in mind the principle of division of labour among donors as well as the need to align with the Government priorities before considering introducing additional mechanisms for the management of funds and/or new areas of cooperation.

Concerning supporting capacity development of the Afghan administration, the Commission's efforts to stabilize the existing structures and to build upon them include support to the public administration reform, to civilian police and justice. The institutional building of line ministries involved in EU focal sectors such as health, rural development and agriculture, and customs is also supported. Donors are seeking to enhance the impact of capacity development programmes for the Afghan administration by working through the Afghanistan Reconstruction Trust Fund (ARTF).
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