Annex 1 to Terms of Reference for a Pillar Assessment contracted by an entity requesting to 

be entrusted with implementation of the EU Budget under indirect management

Engagement Context - Key Information for a Pillar Assessment 



Annex 1:
Engagement Context – Key Information for a Pillar Assessment
	ENTITY SUBJECT TO ASSESSMENT
	Southern African Development Community Secretariat


	PILLAR
	PILLAR SUBJECT TO ASSESSMENT (1)

	1 INTERNAL CONTROL 
	YES

	2I ACCOUNTING
	YES

	3 EXTERNAL AUDIT
	YES

	4 GRANTS
	NO 

	5 PROCUREMENT
	YES 

	6 FINANCIAL INSTRUMENTS
	NO 

	7 SUB-DELEGATION
	NO 

	(1) The Entity should state here YES or NO to indicate whether the pillar is subject to assessment. 
Pillars 1, 2 and 3 are always subject to assessment.
As regards Pillars 4 to 7 at least one of these Pillars should always apply and be subject to assessment otherwise no budget implementation tasks are entrusted.


	CONTACT DETAILS

	Entity : Southern African Development Community Secretariat

	Address
	P/Bag 0095 Gaborone
	Country
	Botswana

	Phone
	+267 3951863
	Fax
	+267 3972848

	Website
	www.sadc.int

	Key contact  

	Name
	Thembinkosi Mhlongo
	Function
	Deputy Executive Secretary – Regional Integration

	E-Mail
	tmhlongo@sadc.int
	Phone/Fax
	+267 3611006

	Delegation of the European Union in [Country] <delete this table if not applicable>

	Address
	
	Country
	

	Phone
	
	Fax
	

	Key contact

	Name
	
	Function
	

	E-Mail
	
	Phone/Fax
	

	EuropeAid Development and Cooperation Office  <delete this table if not applicable>

	Key contact

	Name
	
	Function / DEVCO unit
	

	E-Mail
	
	Phone/Fax
	


	PILLAR 1 - INTERNAL CONTROL


Please provide a description (maximum 5 pages) of the Internal Control System addressing:

· Control Environment
-
Integrity and ethical values
· Organisational structure and assignment of authority

· Governance oversight structure

· Risk assessment

· Control activities including inter alia:

· Segregation of duties (including measures for avoiding conflicts of interest)
· Information processing and computerised information systems (including inter alia general IT controls, application controls, data integrity and audit trails)
· Prevention, detection and correction of errors, fraud and irregularities
· Bank/cash management

· Payroll and time management

· Information and Communication 

· Internal reporting

· External reporting: financial statements; reporting to donors

· Monitoring

· Monitoring of (the components of) the Internal control System
· Internal audit function
	PILLAR 2 - ACCOUNTING


Please provide a description (maximum 5 pages) of the Accounting System:

· Accounting system and policies

· Budgeting

· Accounting and budgeting for projects, activities, (trust) funds and financial instruments
	PILLAR 3 – INDEPENDENT EXTERNAL AUDIT


Please provide a description (maximum 5 pages) of the External Audit function, addressing:

· Regulatory framework for external audit

· External Auditor of the Entity and audit standards

	PILLAR 4 - GRANTS


Please provide a description (maximum 5 pages) of the Entity's grants system, addressing:

· Legal and regulatory framework

· Grants principles. Notably measures to avoid conflicts of interest throughout the grants award process

· Types of grants used
· Organisation (tasks and responsibilities)

· Documentation and filing of the grants process
· Grants procedures
-
Publication of call for proposals
-
Submission of proposals
-
Security and confidentiality of proposals

-
Receipt, registration and opening of the proposals
-
Selection and evaluation procedures
-
Awarding of grants

-
Notification and Publication

-
Grant agreements and contracts
	PILLAR 5 - PROCUREMENT


Please provide a description (maximum 5 pages) of the Entity's procurement system addressing:
· Legal and regulatory framework

· Procurement principles. Notably:

-
Transparency measures such as ex-ante publication of calls for tenders and ex-post publication of contractors
-
Measures to avoid conflicts of interest throughout the procurement process

· Types of procurement used (works, assets, services, supplies)

· Types of competitive procurement procedures used
· Organisation (tasks and responsibilities)

· Documentation and filing of the procurement process
· Procurement procedures
-
Invitation to tender

-
Selection and evaluation procedures and award of contracts

-
Complaints system

	PILLAR 6 - FINANCIAL INSTRUMENTS


Please provide a description (maximum 5 pages) of Financial Instruments, addressing:

· Legal and regulatory framework. Aspects to be covered
-
descriptions of the FIs, including investment strategies or policies, the type of support provided, the criteria for eligibility for Financial Intermediaries and final recipients as well as additional operational requirements transposing the policy objectives of the FI;

-
the requirements for a target range of values for the leverage effect (the EU contribution to a FI shall aim at mobilising a global investment exceeding the size of the EU contribution according to the indicators defined in advance);

-
a definition of non-eligible activities and exclusion criteria;

-
provisions ensuring alignment of interest and addressing possible conflicts of interest;

-
provisions for the selection of Financial Intermediaries (Financial intermediaries shall be selected on the basis of open, transparent, proportionate and non-discriminatory procedures, avoiding conflicts of interests) and for the establishment of dedicated investment vehicles, if applicable;

-
provisions on the liability of the entrusted Entity and of other entities involved in the implementation of the FI;

-
provisions on the settlement of disputes;

-
provisions on the governance of the FI;

-
provisions regarding the use and re-use of the EU contribution (Article 140(6) of the FR)

-
provisions for the management of contributions from the EU and of fiduciary accounts, including counterparty risks, acceptable treasury operations, responsibilities of parties concerned, remedial actions in the event of excessive balances on fiduciary accounts, record keeping and reporting;
-
rules for accounting and financial reporting (separate financial reporting for each FI);

-
provisions on the duration, possibility of extension, and termination of the FI, including the conditions for early termination and, where appropriate, exit strategies;

-
provisions on the monitoring of the implementation of support to financial intermediaries and final recipients including reporting by the financial intermediaries;

-
Where applicable, type and nature of any hedging operations (Article 219 of the FR).
· Basic principles: FIs shall be used in accordance with the principles of sound financial management, transparency, proportionality, non-discrimination, equal treatment and subsidiarity and in accordance with their objectives and, where applicable, the duration established in the basic act for the FIs.

· Guidelines, operating rules for the use of Financial Instruments
· Organisation (tasks and responsibilities)

	PILLAR 7 – SUB-DELEGATION


Please provide a description (maximum 5 pages) of the procedures put in place by the Entity which ensure to a reasonable extent that sub-delegatees or Financial Intermediaries to which the Entity sub-delegates implementation tasks, will implement actions with procedures and systems that comply with international standards, addressing the following aspects:

· Internal control
· Accounting
· External Audit

· Grants

· Procurement

· Financial Instruments
[For information: The degree of sub-delegation may vary from Entity to Entity depending on the number and the nature of implementation tasks effectively delegated by the Entity to the Sub-Delegatee or – in the case of Financial Instruments – the Financial Intermediary. The degree of sub-delegation is based on the possible combination of two implementation tasks:

i)
Sub-delegation of contracting relating to procurement, grants and financial instruments procedures. In this case the Sub-Delegatee concludes contracts for procurement, grants and Financial Instruments with Third parties but it is the Entity who makes the payments to Third parties; and/or 

ii)
Sub-delegation of financial management (payments).

Consequently sub-delegation may range from minimal (or partial) sub-delegation to maximal (or full) sub-delegation as follows:

· Minimal (or partial) sub-delegation
Under ex-ante/ex-post controls of the Entity (during the steps of the contracting procedure) the Sub-Delegatee is responsible for contracting either in accordance with its own procurement, grant and/or Financial Instruments procedures or in accordance with the procedures of the Entity. However, the Entity, and not the Sub-Delegatee, has the final decision on the amounts to be paid / recovered and makes all the related payments to Third parties. There is no delegation of financial management to the Sub-Delegatee.

In the case of minimal (or partial) sub-delegation the Entity must have control and supervisory measures in place which ensure that:

-
Sub-Delegatees (including Financial Intermediaries) to which the Entity has sub-delegated contracting tasks apply appropriate procedures for providing financing from EU funds through grants, procurement and Financial Instruments. Depending on the case these are the Entity's or the Sub-Delegatee's own procedures. 

-
Sub-Delegatees (including Financial Intermediaries) to which the Entity has sub-delegated contracting tasks comply with criteria for internal control, accounting and independent external audit insofar these criteria are relevant for the contracting procedures and tasks.

· Maximal (or full) sub-delegation
The Sub-Delegatee is responsible for concluding contracts for procurement, grants and Financial Instruments with Third parties – either in accordance with its own procedures or the procedures of the Entity - and for the financial management (including payments to Third parties) of these contracts.

In this case the Entity must have control and supervisory measures in place which ensure that:

-
Sub-Delegatees (including Financial Intermediaries) to which the Entity has sub-delegated contracting and payment tasks apply appropriate procedures for providing financing from EU funds through grants, procurement and Financial Instruments. Depending on the case these are the Entity's or the Sub-Delegatee's own procedures. 

-
Sub-Delegatees (including Financial Intermediaries) to which the Entity has sub-delegated contracting and payment tasks comply with the Pillars and criteria for internal control, accounting and independent external audit.]
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