STANDARD TWINNING PROJECT FICHE

1. Basic Information

1.1 Programme: 




IPA National Programme 2011


1.2 Twinning Number:



SR 11 IB FI 01
1.3 Title: 

Strengthening Capacities of the State Audit Institution of Serbia

1.4 Sector: 




State Audit Institution of Serbia 

1.5 Beneficiary country: 



Republic of Serbia 

2. Objectives

2.1 Overall Objective(s):

To enhance accountability and effective management of public and EU funds in Serbia and strengthen Serbian audit institution

2.2 Project purposes:

To provide further support to State Audit Institution in aligning its organizational structure, procedures, practice and the overall performance with international standards and EU best practice

2.3 Contribution to National Development Plan/Cooperation Agreement/Association Agreement/Action Plan

Serbia 2010 Progress Report
:

 “Ministries abided to a varying degree by the opinions and recommendations of independent regulatory bodies, including the State Audit Institution” (page 9. of the Progress Report). "(…) the State Audit Institution has expanded in terms of both staff and office space. However, it has only performed a partial audit of the 2008 state accounts. The setting up of the State Audit Institution remains slow and the first audit report produced covered only a small part of the state budget.” (page 12. of Progress Report). “With regard to external audit, in May 2010 the Law on the State Audit Institution (SAI) was amended primarily to allow easier recruitment of audit staff and better salary conditions. The SAI performed a partial audit of the 2008 state accounts and reported to Parliament in November 2009. However, the SAI is not yet fully operational and further audit staff needs to be recruited” (page 49. of Progress Report).

“Overall, the capacity of the public administration is good but reform in this area is advancing at a slow and uneven pace. Further improvement of the legislative framework and a stronger commitment to respect the mandate of independent regulatory bodies and provide them with adequate resources are needed.” (page 10. of Progress Report).

Council Decision of 18 February 2008 on the principles, priorities and conditions contained in the European Partnership with Serbia including Kosovo as defined by United Nations Security Council Resolution 1244 of 10 June 1999 and repealing Decision 2006/56/EC (Official Journal L 080 , 19/03/2008 P. 0046 – 0070).

In Annex 2, Priorities for Serbia, Short Term Priorities of the above mentioned document, it is stated that one of the key priorities is to “step up the fight against corruption at all levels and develop a comprehensive public system of financial control to increase transparency and accountability in use of public finances”, whereas under economic criteria the necessity to “continue reforms of public finance management in order to strengthen control, transparency, accountability and efficiency” is mentioned.

In accordance with Annex 2, Priorities for Serbia, Medium-term Priorities, Political criteria, Democracy and the rule of law, Anticorruption Policy, it is necessary to “ensure full compliance with the international conventions on the fight against corruption, as well as to further strengthen the capacity of anti-corruption bodies.”

The positive effects of the project will have a direct bearing on the efficiency of the public sector and on the economy at large, thereby contributing toward ensuring the country's financial sustainability. The SAI plays one of key roles contributing toward ensuring transparency and improving the performance of the public administration and the allocation of public resources. 

SAI Serbia should meet the requirements for greater transparency, ethics, professionalism, and speed in the public administration.

The Project will facilitate the improvement of capacities of SAI staff for the overall field of competences the SAI is assigned with
 awarding particular attention to ensure balanced quality performance between the already advanced audits of financial statements’ of the budget of the Republic and of budget funds and the more specialized  fields of audit which refer to: financial statements of territorial autonomies and local self-governments, organisations of mandatory social insurance and public enterprises and other legal entities established by direct or indirect budget beneficiaries, financial statements of the National Bank of Serbia in the part related to the use of public funds and operations with the state budget, EU funds beneficiaries, entities using donations and assistance of international organizations, foreign governments and non-governmental organizations; political parties, in line with the Law governing financing of political parties

Stabilisation and Association Agreement between the European Communities and their member states of the one part, and the Republic of Serbia, of the other part 

In Article 1, it is stated that Association is aimed at supporting the efforts of Serbia to strengthen democracy and the rule of law, and contributing to political and economic and institutional stability in Serbia.

Article 92 of the SAA envisages cooperation between internal control and external audit whereas “the Parties shall focus on priority areas related to the EU acquis in the fields of public internal financial control (PIFC) and external audit. The Parties shall, in particular, cooperate - through elaborating and adopting relevant regulation - with the aim of developing transparent, efficient and economic PIFC (including financial management and control and functionally independent internal audit) and independent external audit systems in Serbia, in accordance with internationally accepted standards and methodologies and EU best practices. Cooperation shall also focus on capacity building of the Supreme Audit Institution in Serbia.”

Amended National Programme for Integration of the Republic of Serbia into the European Union (NPI), Belgrade, December 2009

Under the chapter 1 Political criteria, 1.1 Democracy and the rule of law, 1.1.7 Anti-corruption policy, institutional framework for fight against corruption is given into details under 1.1.7.1.2 Institutional framework, the State Audit Institution is recognised as one of the state authorities involved in preventing and combating corruption.

Under the chapter 3.32 Financial control, 3.32.1 External (state) audit, priorities for the SAI institutional development for the years 2010, 2011 and 2012 are specified. These include amendments to the law in order to harmonise it further with acquis, primarily in relation to financial independence; enactment of relevant rulebooks and guidelines; continue with recruitment and training of auditing staff; development of the strategic plan of the Institution for the period 2009-2014; development of the financial audit methodology and manual; establishment of the Sector for auditing financial statements of territorial autonomies and local self-governments, Sector for auditing financial statements of organisations of mandatory social insurance and Sector for auditing financial statements of public enterprises and other legal entities established by direct or indirect budget beneficiaries; establishment of SAI branch offices in 3 regional centers; continuation of cooperation with the EUROSAI and the European Court of Audit; establishment of the Sector for performance audit within the SAI.

SAI Serbia seeks to ensure the efficiency and effectiveness of public policies, using tools designed to evaluate governmental operations and carrying out accounting, financial, budget, and property oversight. The development of SAI capacities will contribute directly to the implementation of priorities set in the NPI.

Link with MIPD

Multi-Annual Indicative Planning Document for Serbia 2011-2013, states as follows:

2.6. Selected priorities for EU assistance:

The following priorities for IPA support over the period covered by this MIPD have been identified: 

Strengthening the rule of law and public administration

These are essential areas for the political criteria, as identified by the Commission's 2010 Progress Report on Serbia. Within the area of rule of law, special attention is to be paid to judicial reform and the fight against corruption and organised crime. Serbia's public administration needs to turn into an efficient, merit-based and accountable civil service, fully able to cope with alignment and implementation of the EU acquis. Activities under this priority have an important bearing on the stability and enhancement of democratic institutions, as well as on the country's business environment.

National Anti-corruption Strategy as of December 8, 2005 

Within the Public Finance System in Serbia, it is identified that „Public finance control is exposed to high risk of corruption with serious consequences. Lacks in legal framework and delays in implementation of certain acts represent additional problem. Lack of appropriate control mechanisms is also visible“.

The role of SAI as recognised in the Action Plan for Implementation of the National Anti-corruption Strategy is covered in the area of Political system and Public Finance System. Participation of SAI in implementation of anti-corruption recommendations, as specified in the items 101, 106, 127, and 165 will contribute to general prevention of corruption, to separation of operational and oversight function, to strengthening control mechanisms in public spending and minimisation of risk of illegal actions of state bodies.

The positive effects of the Project will have a direct bearing on the efficiency of the public sector and on the economy at large, thereby contributing toward ensuring financial stability in the Republic of Serbia.

Action Plan for Serbian Public Administration Reform Implementation 2009-2012 adopted by the Government in July 2009

PAR Action Plan sees the role of SAI in the reform of control mechanisms through two aspects: improvement of public administration bodies’ performance mechanisms and strengthening public administration bodies’ capacities. Expected impact is to ensure conditions for increased efficiency of the public administration bodies through provision of support to the development of inspection supervision, development of internal financial control system for the public sector and other forms of supervision of the operations of the public administration bodies. It is also expected to ensure conditions for increasing transparency and accountability of the public administration bodies’ operations through provision of support for the development of external control mechanisms of the public administration bodies’ operations.

Needs of the Republic of Serbia for International Assistance In the Period 2011-2013

This project is corresponding to Priority 3:   Transparent and accountable functioning of public administration and it’s measure 3.2:  Strengthening financial management and control as well as capacities for internal and external audit 

With regards to external financial control, this measure includes enhancing capacities of the State Audit Institution to broaden its scope of functioning for auditing financial statements of territorial autonomies and local self-government, organisations of mandatory social insurance and public enterprises and other legal entities established by direct or indirect budget benefciaries in line with internationally accepted standards and EU best practice. In this regard, 

3. Description

3.1 Background and justification:

The State Audit Institution like some other institutions with oversight function in Serbia (the Ombudsperson, The Commissioner for Free Access to Information of Public Interest and Personal Data Protection, the Anti-Corruption Council, the Anti-corruption Agency, Competition Protection Commission, the Public Procurement Office and the Commission for the Protection of Bidders’ Rights) are facing difficulties in carrying out their mandates due to lack of resources and inadequate official follow-up to their decisions and recommendations.

The Law on SAI was adopted by National Assembly in 2005 (“Official Gazette of the RS”, no.101/2005 and 54/2007, Amendments to the Law adopted in 2010, “Official Gazette of the RS” no. 36/2010) and the Institution has been given the supreme state authority for auditing public funds. As an autonomous and independent state authority it is responsible to the National Assembly of the Republic of Serbia. Enactments by which the Institution performs its auditing responsibility cannot be a subject of dispute before courts and other state authorities. The SAI Serbia decides autonomously on the subjects of audit (auditees),, the scope and type of audit, the time of the beginning and duration of the audit.

The SAI Serbia auditees are the following: direct and indirect budget beneficiaries of the Republic, territorial autonomies and local authorities; mandatory social insurance organisations; budget funds; National Bank of Serbia, in the part relating to public funds use and transactions with the state budget; public enterprises, companies, and other legal entities, established by direct or indirect budget beneficiary; legal entities and physical persons receiving donations and other non-repayable funds or guarantees from the Republic, territorial autonomies and local authorities; entities engaged in acceptance, maintenance, issuing and use of public reserves; political parties; beneficiaries of EU funds, donations and assistance of international organisations, foreign governments and non-governmental organisations; contracting party in relation to implementation of international treaties, agreements, conventions and other international enactments, when stipulated; and other subjects using assets and property under control and at disposal of the Republic, territorial autonomies, local authorities, or organisations for mandatory social insurance.

Activities within the Institution’s scope of competence, subjects of the Institution’s audit and its auditees are described in details in Articles 5, 9 and 10 of the Law on SAI.

Although the Council of the SAI should have been elected within six months from the effective date of the Law in question, the National Assembly made this decision only in 2007 (“Official Gazette of the RS”, no. 87/2007). The President, the Vice-President and three Council members took the oath to the Assembly on September 26th 2007, in which way they accepted their duties. The President of the Council is at the same time the President of the Institution and Auditor General of the Republic of Serbia.

From its establishment the Institution has been facing difficulties in carrying out given mandates mostly due to lack of human resources (poor offer of this type of professionals on labour market of Serbia for the envisaged remuneration) and inadequate premises. 

The first report on financial audit of the Final Accounts of 2008 Budget of the Republic of Serbia was submitted to the National Assembly and presented to the public in November 2009. According to the Audit Programme for 2010, the following audits were undertaken and reports submitted: financial audit of the Final Accounts of 2009 Budget of the Republic of Serbia; audits of the annual financial statements of Ministry of Finance; Treasury Administration; Ministry of Education; Ministry of Labour and Social Policy, Ministry of Agriculture, Forestry and Water Management; Ministry of Infrastructure; Ministry of Science and Technological Development; Ministry of Youth and Sport; as well as audit of financial statement and compliance audit of the National Bank of Serbia in the part related to the operations with the budget. Financial and compliance audits of three public enterprises (‘’Skloništa’’, ‘’Elektromreža Srbije’’ and ‘’Transnafta’’) were launched in 2010 and the reports were submitted in 2011.Currently (August 2011), 28 audits are being performed by the five Audit Sectors established in the SAI Serbia. Based on the findings of the 2009 audits, 19 charges for misdemeanor offences were filed in 2010. Based on the findings of the 2010 audits, 13 charges for misdemeanor offences were filed in 2011. 

The SAI Serbia, as the full member of INTOSAI
 (as of November 2008), EUROSAI
 (as of June 2009) and Network of the SAIs of candidate and potential candidate countries and European Court of Audit (ECA) (as of August 2010) should ensure that state audit legislation is in line with the Lima Declaration of Auditing Precepts and INTOSAI Auditing Standards. It assumed obligation to use in its work the International Standards of Supreme Audit Institutions (ISSAIs). Till the moment of their implementation in the manner stipulated by the Law on SAI, the International Standards on Auditing (ISA) (published by the IFAC) are used. These standards are implemented in the Republic of Serbia pursuant to the Article 2 of the Law on Accounting and Auditing
.This option is stipulated by ISSAI 100 – Basic Principles in Government Auditing. 

In all the reports and recommendations of the relevant international bodies, the State Audit Institution has a significant place. 

Speeding up the introduction of the fully functional State Audit Institution was one of the recommendations of the Group of States against Corruption (GRECO) – Recommendation XXV stated in the Evaluation Report on the Republic of Serbia (Strasbourg, June 23rd 2006). In the GRECO Compliance Report on the Republic of Serbia (Strasbourg, June 13th 2008), special emphasis is put on the role of the State Audit Institution in controlling public procurement process and establishing further cooperation channels between public and private auditing bodies. Likewise, in the conclusions of the Report, this anti-corruption body states that the Recommendation XXV, relating to establishment of national auditing authority has been partly implemented, and that personnel recruitment, IT development and training are expected to take place throughout 2008, which would enable the effective operation of the State Audit Institution.

In 2010 Progress Report for Serbia, it is pointed out that State Audit Institution has expanded in terms of both staff and office space. Furthermore, the Progress Report positively remarks that the Law on the State Audit Institution (SAI) was amended in May 2010 primarily to allow easier recruitment of audit staff and better salary conditions. However, it is still considered that the setting up of the State Audit Institution remains slow and that the first audit report produced covered only a small part of the state budget. This brought up the subsequent conclusion of the Progress Report that the SAI is not yet fully operational and that further audit staff needs to be recruited. In general, it is estimated that there has been progress in this area, but that Serbia is still at an early stage in the implementation of external audit.

In the fourth report of the Council of Europe (January 2008-February 2009) as of March 31st 2009, as part of recommendations concerning long-term reform processes, it is stated, among other things, that ‘’as a matter of urgency, it should be ensured that the State Audit Institution is staffed and resourced in a manner adequate to the effective implementation of their tasks’’. 

All this implies that institutional capacity building of the State Audit Institution is necessary in order to meet obligations in the European integration process which is one of the preconditions for accession to the European Union. 

Recommendation 7 of the “Recommendations concerning the Functioning of SAIs in the Context of European Integration” (the “Prague Recommendations”) states: “SAIs should ensure that their human and financial resources are used in the most efficient way to secure the effective exercise of their mandate. To this end, SAI management will need to develop and institute appropriate policies and measures to help guarantee that the SAI is competently organised to deliver high-quality and effective audit work and reports.”

Memorandum of understanding between the European Commission, representing the European Union and the Republic of Serbia, as of 2010, related to the Macro-Financial Assistance in the form of a loan facility (Decision 2009/892/EC, Official Journal of the EU, L320, 5.l2.2009, p. 9-11) aimed at helping Serbian Government address residual external financing and budgetary needs that emerged as a consequence of the strong economic slowdown affecting the Republic of Serbia, depends upon certain conditionalities. Condition 9 refers to the SAI Serbia stipulating necessity for (i) production of a draft audit report on the 2009 financial statements of the Republic of Serbia and (ii) launching the audit of three state-owned enterprises.

It is obvious that the building of capacities within the Serbian SAI has to be incremental, carefully planned and sustainable. From the early start onwards, Serbian SAI has established strategic partnership with the Office of the Auditor General (OAG) of Norway, and the Norwegian Government, whereby technical assistance is being constantly provided (covering the period 2008-2013), and is well adapted to the gradual improvement of the SAI’s organizational and human resources. Within the scope of this cooperation scheme (for more details, please refer to the section on linked activities – chapter 3.2. of the present Project Fiche), a Strategic development plan and priority development areas of audit in the medium-term period for the Serbian SAI are being elaborated. Strategic Plan of the Serbian SAI is in its final phase of development. Namely, the general Strategic Plan with Serbian SAI’s mission, vision, values, goal, objectives and activities, for the period 2011- 2015 is developed. It will be adopted by the SAI Council by the end of October 2011. The initiative to ensure additional support to Serbian SAI and to establish the strategic partnership with EU counterparts (also for the implementation of the Strategic development plan) as described in the present Twinning Fiche, has been duly discussed with the Norwegian partner. The ratio is of course in expanding the overall level of support to the Serbian SAI and in speeding up the implementation of the audit approach and the working practices and procedures of the SAI staff. The optimal beneficial effects are expected to result out of the timely, careful and conscious integrating of the two “arms of assistance” to the Serbian institution.
This twinning project is a component of the wider IPA project: “Strengthening Capacities of the State Audit Institution and the Audit Authority”. Second component aimed at strengthening of capacities of the institution responsible for auditing of EU funds expenditure will be implemented independently after establishment of the Audit Authority through one service and one supply contract.

3.2 Linked activities (other international and national initiatives):

Institutional Capacity Development of the SAI Serbia’’ 

Office of the Auditor General of Norway (OAGN)

2008-2013

The overall objective of this support, as it was seen when launched in the early stages of operations of Serbian SAI, is to ensure carrying out of high quality audits, thereby promoting transparency, accountability and good governance in the management of public funds. For the purpose of this Project, annual activity plans are developed based on the needs expressed by the SAI Serbia. In the period 2008-2010, most of the activities focused on on-the-job training and consultancy in financial audit (for the audit of the final accounts of the 2008 and 2009 budget of the Republic of Serbia); quality assurance of 2008 audit; introductory courses in financial audit for new SAI Serbia staff; Initiation of cooperation between Parliaments of Serbia and Norway with a special focus on support for and follow up on the SAI reports; assistance in developing audit methodology for financial audit; assistance in developing the Strategic Plan of the SAI Serbia; continued assistance and consultancy for public relations and information management; assistance in developing the Code of Ethics for the SAI staff; assistance in developing audit methodology for performance audit. The SAI is currently developing new work plan with Norwegian partners.

“Strengthening Accountability Mechanism in Public Finance” 

Government of Norway 

2010-2011 

The purpose of the project is to support the establishment of effective and sustainable accountability mechanisms in public finance in Serbia. The objective is to enhance preventive and investigative facets of the public spending cycle through capacity development activities in three public institutions: the Public Procurement Office (prevention), the Commissioner for Information of public importance and personal data protection and the State Audit Institution (post factum and investigative). The project is also aimed at strengthening the capacity of the media and CSOs to actively participate in the enhancement of accountability and transparency processes so as to become permanent part of monitoring and control mechanisms. 

The project component aimed to the SAI Serbia will support the SAI in the development of Certification Program for acquiring audit titles, conducting trainings in line with the training needs analyses and assistance in drafting Communication Strategy and implementing PR activities.

“Agreement on Financial support to SAI Serbia by the Royal Norwegian Embassy in Belgrade”  

The Royal Norwegian Embassy in Belgrade

2009-2010

The financial support was earmarked for English language lessons for five members of the SAI Council as well as two supreme state auditors, secretary general of SAI and joint lessons for four SAI 12 employees.

It is of high relevance to note that both Serbian SAI and the Norwegian partners agreed that the jointly estimated scope of assignments of the SAI is such, that in the following mid-term period it requires for a substantial assistance, preferably in the form of twinning with EU MS, which would complement the Norwegian technical assistance. SIGMA, being the excellence and the strategic-level advisor to Serbian SAI from the very beginning, is also in line with this kind of perception. 

In general terms, Twinning is supposed to support the Serbian SAI in the critical times of the expansion of its interventions, at the point where this institution will operate with almost full human capacity and will be expected to start with regular and reliable audits other than that of the state budget. Such categories of operations refer notably to audits of the financial statements of territorial autonomies and local self governments (with at least 3 regional SAI units established throughout Serbia with delegated competences to perform those audits), audits in the organizations of the mandatory social insurance and in the public enterprises which are, for the time being, performed for the very first time. Furthermore, it is estimated that the Twinning-type of assistance provides for a suitable kind of consistency and institutional-strengthening, which is required in order to concert the introduction of the International Standards of Supreme Audit Institutions (ISSAI) in various parts of the SAI’s organizational structure and in order to prepare the Serbian institution as a whole for the challenges of performance auditing. 

In more practical terms, to eliminate any doubt regarding the coherence between the two sources of assistance and in order to make them more manageable, Serbian SAI, from the position of the Beneficiary, envisages reaching of a clear understanding between the Norwegian and EU partners. It will be up to the PSCs’ to decide on the level of exhaustiveness and formalization of this mutual agreement immediately after the successful Twinning Partner is appointed. The essence is to ensure that the potential for confusion, overlap and duplication is minimised, as well as that the assistance provided within the scope of the Twinning always builds upon the work that OAG Norway have already undertaken (notably in the Sector dealing with the audit of the ‘State Budget’) and to complement by the on-the-job, day-to-day interactions with the SAI staff everything that is being agreed on the broader scale and upon the authorization of the PSCs.

3.3 Results:

Result 1. Comprehensive review of the SAI-related legal framework (laws, bylaws and regulations) completed with clear targets for further alignment with EU and international standards

Indicators:

Report on the review of the legal framework including an action plan, timetable and recommendations on the necessary reforms prepared and adopted by SAI;

Result 2. SAI introduces an appropriate organisational structure in accordance with good international practice 

Indicators:

· SAI Strategic Development Plan is being implemented on time

· Human Resource Development and Training Plan  as well as job descriptions prepared and adopted;

· ICT Development, and Procurement  plan prepared;

· Monitoring and evaluation tools in place;

· SAI Administrative Manuals/Guidelines issued;

Percentage of SAI and auditees staff trained according to Training Plan

Result 3. SAI staff is capable of performing all types of audit in accordance with the Law on SAI and international auditing standards

Indicators:

· Annual Audit Plan prepared

· Audit methodologies, guidelines and generic manuals issued;

· The number of audits undertaken by SAI increases gradually, throughout the duration of the Project 

· At least one Performance Audit completed and submitted to Parliament each year;

· Audit Quality Assurance procedures in place

All selected audit staff are trained in the use of computer-assisted audit techniques by the end of the project;

Result 4. External communication and visibility of SAI improved on national and international level 

Indicators:

· Regular exchange of information and experience with SAIs of EU MS’s and ECA;

· Communication guidelines for the increase of visibility of SAI in place;

· Number of participants in awareness raising events

3.4 Activities:

Activities related to Result 1.

1.1. Review the existing legal framework (laws, bye-laws and regulations) and draft recommendations with a respective time-schedule for gradual introduction of the amendments; 

1.2. Draft amendments to existing laws and regulations aiming at better efficiency and effectiveness of auditing and initiate consultations with relevant stakeholders to inform and lobby for legislative reform.

Activities related to Result 2

2.1.  Assist SAI in implementing its Strategic Development Plan;

2.2. Assist SAI in preparing and implementing Human Resource Development and Training Program;

2.3. Assist  SAI with preparation of appropriate ICT Development Plan;

2.4. Support  SAI in preparation of  Administrative Manuals/Guidelines;

2.5. Assist SAI in development of appropriate mechanisms for monitoring of implementation of it’s strategic documents and plans, including performance statistics

Activities related to Result 3
3.1. Provide recomandations for further improvements of SAIS Annual Audit Plan and specific audit procedures, with particular consideration of the specialised areas such as the audit of the territorial autonomies and local authorities; mandatory social insurance organisations and National Bank of Serbia as well as performance audits

3.2. Reassess the procedures for quality assurance and support SAI staff in practicing the respective standards in everyday work.

3.3. Draft detailed procedural manuals as technical/methodological guidelines for each subject of the audit, including computer-assisted auditing techniques; 

3.4. Support SAI staff in conducting audits with various subjects, including performance audits, in accordance with the Annual Audit Plan;

3.5. Assist SAI with preparation and provision of audit training for SAIS staff and representative sample of auditees, including training of trainer program;

Activities related to Result 4

 4.1. Provide advice on improvement of SAI’s cooperation with SAIs of EU MS’s, ECA, and other relevant international institutions, as well as visibility and reputation amongst domestic auditees, Parliament, civil society and other relevant stakeholders;

4.2. Organize study visits and/or internships for the SAI staff in SAIs of EU Member States and in the ECA;

4.3 Organize conferences and/or workshops as awareness rising and networking events

3.5 Means/ Input from the MS Partner Administration:

3.5.1 Profile and tasks of the Project Leader

MS Project Leader: 

The Project Leader will manage the project team of selected member state(s) and co-ordinate the implementation of activities.

His/her tasks will also include: 

· To establish and maintain links between experts from member state and beneficiary state as well as links with project management team from Norwegian ongoing projects mentioned in section 3.2. 

· To ensure the timely and effective implementation of the project and achievement of mandatory results, trough proposed activities. 

· To coordinate, from the Member State side, the Project Steering Committee (PSC), which will meet in Serbia at least every three months. 

· S/he will also be responsible for modifications of Work plan in accordance with identification of needs in the life time of the Project and in this way ensure, that experts input and distribution of their working days will be used in the most efficient and effective way. 

The Project Leader shall have the following profile:

· High-ranking official with ability to call on short term experts in support of the efficient implementation of the project;

· University degree in the field economy and finance or other relevant field

· Experiences in management and control and good leadership and organizational skills: managing or assisting in management in at least 2 twinning projects.

· Familiar with twinning rules and procedures

· Minimum of 8 years of professional experience in State Audit Institutions of selected MS is requested;

· Experiences in work in international and multicultural environment 

· Good knowledge of relevant EU standards in the field of public finance audit

· Excellent knowledge of all processes in the area of public finance legislation and strengthening the administrative capacity of the state audit administration;

· Overall understanding of the problems and solutions in the sector;

· Fluency in English

BC Project Leader: 

The BC Project Leader will manage a project team at the Serbian side and will assure that the decision makers at SAI will be informed properly on the implementation of the project. S/he will ensure close co-operation and overall steering and coordination of the project. S/he will be also responsible for drafting reports and other documents, related to project management at the Serbian side and will chair Steering Committee meetings from the BC side. 

BC Project Team Leader will be the President of State Audit Institution of the Republic of Serbia and of SAI Council, Mr. Radoslav Sretenovic.

3.5.2 Profile and tasks of the RTA

RTA must have broad knowledge and experience in the area of public finance audit, which will enable him/her to organise interdisciplinary team for successful implementation of the project. S/he should be an employee of the EU MS State Audit Institution. The duration of her/his secondment will be 24 consecutive months.
His/her tasks will also include: 

· Project management and coordination of the activities of the team members in line with the agreed work plan to enable timely completion of project results;

· Selection, mobilisation and supervision of the short-term experts, together with the Project Leader; 

· Facilitation of the contacts with peer institutions in EU member states in order to stimulate a proper exchange of information, data and experience; 

· Assisting in the preparation of all strategic project documents and provision of advisory services in project fields; 

· Coordinating and organisation of the project activities, monitoring the delivery of the outputs according to the agreed timetable and ensuring the proper quality of the outputs;

· Preparation of the meetings of the Project Steering Committee and reporting on the project progress;

· Preparation of the project progress reports and supervision of the preparation and production of tasks reports 

· Identifying and reporting to the Contracting authority, at early stage, all difficulties that may jeopardize the implementation of the project and the achievement of its results. 

Minimum qualifications required:

· At least seven (7) years working in State Audit Institution of selected Member state

· University degree in economy and finance or other relevant field
· Experience in similar technical and legal assistance assignments will be considered as asset 

· Experiences in work in international and multicultural environment
· Good knowledge of relevant EU standards in the field of public finance audit

· Comparative knowledge of other MS systems
· Experience in management and organizational setup of an audit institution

· Excellent knowledge of English, since the working language will be English.
· Good communication and coordination skills

· Training skills

3.5.3 Profile and tasks of the short-term and medium-term experts

Short- term and medium-term experts

Team of short-term and medium-term experts should be mobilized according to agreed work plan. Detailed agreement on specific expertise required by short and medium term experts will be agreed at the stage of development of the work plan.  Main areas of expertise required by the team of medium and short-term experts should cover:

· auditing and application of INTOSAI standards 

· relevant acquis 

· audit of the territorial autonomies and local authorities;

· audit of  mandatory social insurance organisations 

· audit of public enterprises 

· audit of National Bank 

· performance audit 

· functional analyses and capacity assessment

· internal and external communications

· training 

· ICT etc.

Minimum qualifications required:

· University degree in relevant field

· At least seven (7) years experience working in State Audit Institution

· Experience in the EU public finance auditing standards

· Experience in organizing and providing training, consultancy, needs and capacity assessment 

· Excellent knowledge of English

· Proven contractual relation to public administration or mandated body

4. Institutional Framework

As an autonomous and independent state authority SAI is responsible to the National Assembly of the Republic of Serbia and enactments by which the Institution performs its auditing responsibility cannot be a subject of dispute before courts and other state authorities. The SAI Serbia decides autonomously on the subjects of audit (auditees), the subjects to audit, the scope and type of audit, the time of the beginning and duration of the audit.

The Rulebook on internal organisation and systematisation of job position in the SAI Serbia systematises the total of 80 job positions to be filled with 164 members of staff (12 of which are functionaries). These are divided into auditing services and support services. Auditing services are organised into 6 Sectors
 (managed by Supreme State Auditors), while support services are organised into 1 Sector (managed by the Secretary General). For the time being, five Audit Sectors
 and the Sector for audit support are established. Overall, the SAI Serbia currently has the total of 88 employees, including the Council
. Detailed organizational chart of SAI is available in Annex 4 of this document.

5. Budget

The maximum EU contribution to the twinning contract is € 1.4 million.
State Audit Institution will contribute to the project in kind, by providing premises and all the facilities (computers, telephones, printers etc.) during the lasting of the project for RTA and all MS experts working within the Twinning contract.
The working language of the project will be English. 
However, where translation or interpretation is needed, the costs will be covered by the Twinning budget. Interpretation costs of training and documentations will be up to 7% of the budget and financed from the budget.
6. Implementation Arrangements

6.1 Implementing Agency
Delegation of the European Union to the Republic of Serbia

Contact person: 

Vladan Petrovic

Project Manager - Operations 

 Vladimira Popovica 40, 11070 Belgrade, Serbia

Tel: (+381 11) 3083 200 (switchboard); 3083 294 (direct line)

Fax: (+381 11) 3083 201

e-mail: vladan.petrovic@eeas.europa.eu 

6.2 Main counterpart in the BC

Main Counterpart in the BC:

BC Project Leader

Mr. Radoslav Sretenovic 

General State Auditor/President of the SAI

41 Makenzijeva Street, 11 000 Belgrade

+381 11 30 42 200; Fax: +381 11 30 42 234

radoslav.sretenovic@dri.gov.rs ; kancelarija@dri.gov.rs
RTA counterpart
Ms. Iva Vasilic 

Head of the Office of the SAI President

41 Makenzijeva Street, 11 000 Belgrade

+381 11 30 42 212; Fax: +381 11 30 42 236

iva.vasilic@dri.gov.rs 

The Project Steering Committee (PSC) will be established to provide strategic guidance while the Project Implementation Unit (PIU) will assist the Twinning Team in logistics, accounting and administrative tasks. The PSC will encompass the Project Leader, RTA as well as their respective BC counterparts, representatives of the EU Delegation and the representatives of other key partners from State Bodies or professional organisations. The latter will be invited as per need to participate at the SC meetings in the capacity of associated members, if so agreed between the PSC members. It is expected from the EC representatives to provide guidance on monitoring issues. In order to ensure sound roll-out of the planned activities, the PSC will meet quarterly and ad hoc as required, to discuss and endorse key decisions, such as annual work plans and semi-annual and annual progress reports.

The PIU will be based in SAI, and will also act as technical secretariat of the PSC.

6.3 Contracts

One Twinning Contract

7. Implementation Schedule (indicative)

7.1 Launching of the call for proposals: September 2011 

7.2 Start of project activities: June 2012

7.3 Project completion: June 2014

7.4 Duration of the implementation period: the legal duration of the Twinning contract is 27 months. It includes 24 months for the implementation of the activities (work-plan) and 3 months for the initial settling in of the RTA and proper wrapping up of the project (submission of final report and audit certificate). 
8. Sustainability

Financial sustainability – the SAI staff will obtain important skills during the Project and be able to perform audits as well as continue with professional education depending on requirements and needs of the Institution. As the elaboration of the Human Resources Plan for SAI is also in the scope of the programmed assistance, the uninterrupted professional development of auditing staff in accordance with this Plan will be timely anticipated, quantified and planned for the financing through SAI proper budget resources also in the period after the completion of Norwegian and EU assistance.

By generating a pool of trainers and coaches able to disseminate skills and knowledge and breeding a culture of continuous improvement, sufficient training capacities will be secured in the long run.  

9. Crosscutting issues 
Equal Opportunity 
The Project does not target women specifically, but general improvement in public finance management will be beneficial to all citizens, including women. The SAI Serbia shall have an equal opportunities policy and not discriminate against employees in any form, be it age, gender, or race/ethnicity.

Environment
The project does not foresee activities which could have adverse effect on the environment. The implementing partners will take care of environmental safety in all planned activities. 

Minority and vulnerable groups

All minorities will benefit from this project, as its impact concerns all the citizens of the Republic of Serbia. The respect of minority and human rights is guaranteed by the Constitution of the Republic of Serbia.

10. Conditionality and sequencing

Conditionality

Sufficient human resource capacities are prerequisite for efficient implementation of the project.

Despite the fact that SAI is not fully staffed yet, initial functioning and staffing problems have been successfully solved and this institution well embarked with the first major steps in auditing public finances in the Republic of Serbia. Namely, as a result of competitive recruitment procedure, there has been significant increase in the number of employees in December 2010 and January 2011. It is envisaged that before the end of 2011 all SAI organizational units will be almost completely staffed (in line with the adopted Act on Systematization). Financial means for both the logistics/facilities as well as for the salaries for the future employees, were properly budgeted already in the SAI’s financial plan for the year 2010, and will have the appropriate follow up in the budget for year 2011. As an additional argument that the staffing procedure will be largely successful, it is worth mentioning that the provisions of the newly adopted Amendments to the Law on the State Audit Institution
 envisage very favourable and competitive working conditions and thus eliminate the recruitment obstacle faced in the previous period of the functioning of the Institution.

Sequencing

This twinning is a component of the wider IPA project: Strengthening Capacities of the State Audit Institution and the Audit Authority. Since the second component will be implemented independently after establishment of the Audit Authority through one service and one supply contract, there are no particular sequencing issues to be followed
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ANNEX I Logical Framework Matrix
	ANNEX 1. LOGICAL FRAMEWORK MATRIX
	

	Title: Strengthening Capacities of the State Audit Institution and the Audit Authority 
Component I: Strengthening Capacities of the State Audit Institution of Serbia
	Contracting period expires 2 years after the signature of the Financing Agreement
	Disbursement period   expires 5 years after the signature of the Financing Agreement

	
	Total budget :EUR 1.4  million 
	IPA budget: EUR 1.4 million

	OVERALL OBJECTIVE
	Objectively verifiable indicators
	Sources of Verification
	

	To enhance accountability and effective management of public and EU funds in Serbia and strengthen Serbian audit institutions 
	· Positive assessment on the progress of Serbia in the area of financial control.
· The number of SAI recommendations implemented by the auditees.
· The number of SAI recommendations from the obligatory audit reports adopted by the National Assembly.
	· EC Annual Progress Report for Serbia 
· SAI’s Annual Activity Report 
· Official reports/decisions of National Assembly and NA Finance Committee, containing opinions and recommendations regarding the SAI Reports (the same logic should be followed on regional and municipal levels)
	

	PROJECT PURPOSE
	Objectively verifiable indicators
	Sources of Verification
	Assumptions

	To provide further support to State Audit Institution in aligning its organizational structure, procedures, practice and the overall performance with international standards and EU best practice

	· The number of Audit Reports  submitted to and adopted by the National Assembly, LSGs’ assemblies and local governments
· Each of SAI Departments covered within the scope of the Project produces at least one audit report relevant to their audit subject in the final year of project implementation
	· Audit Reports submitted to the National Assembly (the same logic should be followed on regional and municipal levels) 
· SAI’s Annual Activity Report 
	· Continued government commitment to the EU accession process 
· Ensured efficient coordination with other relevant projects Institutional stability ensured 


	RESULTS
	Objectively verifiable indicators
	Sources of Verification
	Assumptions

	1. Comprehensive review of the SAI-related legal framework (laws, bylaws and regulations) completed with clear  targets for further alignement with EU and international standards
	· Report on the review of the legal framework including an action plan, timetable and recommendations on the necessary reforms prepared and adopted by SAI;
	· Report on the review of the legal framework 
· Project Reports
· Human Resource Development and Training Plan 
· ICT Development, and Procurement  plan
· Training materials, manuals and reports
· Procedural manuals endorsed by the SAI
· Reports from study tours/internships
	· Appropriate staffing levels ensured
· Institutional stability and independence 
·  Adequate budgetary provisions envisaged for running costs and/or any necessary capital expenditure regarding SAI and 
· Existence of the adopted Strategic Plan of SAI


	2. SAI introduces an appropriate organisational structure in accordance with good international practice 

	· SAI Strategic Development Plan is being implemented on time
· Human Resource Development and Training Plan  as well as job descriptions prepared and adopted;
· ICT Development, and Procurement  plan prepared;
· Monitoring and evaluation tools in place;
· SAI Administrative Manuals/Guidelines issued;
· Percentage of SAI and auditees staff trained  according to Training Plan
	
	

	3. SAI staff is capable of performing all types of audit in accordance with the Law on SAI and international auditing  standards

	·  Annual Audit Plan prepared
· Audit methodologies, guidelines and generic manuals issued;
· The number of audits undertaken by SAI increases gradually, throughout the duration of the Project 
· At least one Performance Audit completed and submitted to Parliament each year;
· Audit Quality Assurance procedures in place
· 
	
	

	4.
External communication and visibility of SAI improved on national and international level 

	·  Regular exchange of information and experience with SAIs of EU MS’s and ECA;
· Communication guidelines for the increase of visibility of SAI in place;
· Number of participants in awareness raising events 
	· 
	


	Activities
	Means & Costs
	Assumptions

	Activities related to Result 1.
1.1. Review the existing legal framework (laws, bye-laws and regulations) and draft recommendations with a respective time-schedule for gradual introduction of the amendments; 
1.2. Draft amendments to existing laws and regulations aiming at better efficiency and effectiveness of auditing and initiate consultations with relevant stakeholders to inform and lobby for legislative reform.
	Twining Contract – EUR 1.4 million
	

	Activities related to Result 2
2.1.  Assist SAI in implementing its Strategic Development Plan;
2.2. Assist SAI in preparing and implementing Human Resource Development and Training Program;
2.3. Assist  SAI with preparation of appropriate ICT Development Plan;
2.4. Support  SAI in preparation of  Administrative Manuals/Guidelines;
2.5. Assist SAI in development of appropriate mechanisms for monitoring of implementation of it’s strategic documents and plans, including performance statistics 
	
	

	Activities related to Result 3
3.1. Provide recomandations for further improvements of SAIS Annual Audit Plan and specific audit procedures, with particular consideration of the specialised areas such as the audit of the territorial autonomies and local authorities; mandatory social insurance organisations and National Bank of Serbia as well as performance audits
3.2. Reassess the procedures for quality assurance and support SAI staff in practicing the respective standards in everyday work.
3.3. Draft detailed procedural manuals as technical/methodological guidelines for each subject of the audit, including computer-assisted auditing techniques; 
3.4. Support SAI staff in conducting audits with various subjects, including performance audits, in accordance with the Annual Audit Plan;
3.5. Assist SAI with preparation and provision of audit training for SAIS staff and representative sample of auditees, including training of trainer program;
	
	

	Activities related to Result 4
 4.1. Provide advice on improvement of SAI’s cooperation with SAIs of EU MS’s, ECA, and other relevant international institutions, as well as visibility and reputation amongst domestic auditees, Parliament, civil society and other relevant stakeholders;
4.2. Organize study visits and/or internships for the SAI staff in SAIs of EU Member States and in the ECA;
4.3 Organize conferences and/or workshops as awareness rising and networking events 
	
	


ANNEX II: List of relevant Laws and Regulations
· Constitution of the Republic of Serbia 
· Law on the State Audit Institution (‘’Official Gazette of the RS’’, no.101/2005 and 54/2007)  
· Rules of Procedure of the State Audit Institution
· Fourth report of the Council of Europe (January 2008-February 2009) as of March 31st 2009 
· 2008/213/EC: Council Decision of 18 February 2008 on the principles, priorities and conditions contained in the European Partnership with Serbia including Kosovo as defined by United Nations Security Council Resolution 1244 of 10 June 1999 and repealing Decision 2006/56/EC (Official Journal L 080 , 19/03/2008 P. 0046 – 0070).
· Stabilisation and Association Agreement between the European Communities and their member states of the one part, and the Republic of Serbia, of the other part 
· Amended National Programme for Integration of the Republic of Serbia into the European Union (NPI), Belgrade, December 2009
· National Anti-corruption Strategy as of December 8, 2005 
· Action Plan for Implementation of the National Anti-corruption Strategy
· Action Plan for Serbian Public Administration Reform Implementation 2009-2012 adopted by the Government in July 2009
· The Council of the European Union, Council Decision of 25 September 2008 on the conclusion, on behalf of the European Community, of the United Nations Convention against Corruption (2008/801/EC)
· Recommendation 7 of the “Recommendations concerning the Functioning of SAIs in the Context of European Integration” (the “Prague Recommendations”) 
· Memorandum of understanding between the European Commission, representing the European Union and the Republic of Serbia, as of 2010, related to the Macro-Financial Assistance in the form of a loan facility (Decision 2009/892/EC, Official Journal of the EU, L320, 5.l2.2009, p. 9-11)
EU Financial regulation 
- Council Regulation (EC, EURATOM) N- 1995/2006 of 13 December 2006 amending Regulation (EC, Euratom) N- 1605/2002 on the Financial Regulation applicable t- the general budget of the European Communities 
- Council Regulation (EC, Euratom) N- 1605/2002 of 25 June 2002 on the Financial Regulation applicable t- the general budget of the European Communities 
- Commission Regulation (EC, Euratom) N- 2342/2002 of 23 December 2002 laying down detailed rules for the implementation of Council Regulation (EC, Euratom) N- 1605/2002 on the Financial Regulation applicable t- the general budget of the European Communities 
- Commission Regulation (EC, EURATOM) N- 478/2007 of 23 April 2007 amending Regulation (EC, Euratom) N- 2342/2002 laying down detailed rules for the implementation 
Irregularities and OLAF 
- Council Regulation (EC, Euratom) N- 2988/95 of 18 December 1995 on the protection of the European Communities financial interests Commission Regulation (EC) N- 1848/2006 of 14 December 2006 concerning irregularities and the recovery of sums wrongly paid in connection with the financing of the common agricultural policy and the organisation of an information system in this field and repealing Council Regulation (EEC) N- 595/91 
- Commission Regulation (EC) N- 2035/2005 of 12 December 2005 amending Regulation (EC) N- 1681/94 concerning irregularities and the recovery of sums wrongly paid in connection with the financing of the structural policies and the organisation of an information system in this field 
- Commission Regulation (EC) N- 2168/2005 of 23 December 2005 amending Regulation (EC) N- 1831/94 concerning irregularities and the recovery of sums wrongly paid in connection with the financing of the Cohesion Fund and the organisation of an information system in this field 
- Council Regulation (Euratom, EC) N- 2185/96 of 11 November 1996 concerning on-the-spot checks and inspections carried out by the Commission in order t- protect the European Communities' financial interests against fraud and other irregularities 
- Working document - Requirement t- notify irregularities: practical arrangements. 19° CoCoLaF 11/04/2002 
- Interinstitutional Agreement of 25 May 1999 between the European Parliament, the Council of the European Union and the Commission of the European Communities concerning internal investigations by the European Anti-fraud Office (OLAF) 
- Regulation (EC) N- 1073/1999 of the European Parliament and of the Council of 25 May 1999 concerning investigations conducted by the European Anti-Fraud Office (OLAF) 
- Council Regulation (EURATOM) N- 1074/1999 of 25 May 1999 concerning investigations conducted by the European Anti-Fraud Office (OLAF) 
- Commission Decision of 28 April 1999 establishing the European Anti-fraud Office (OLAF) (notified under document number SEC(1999) 802) (1999/352/EC, ECSC, Euratom) 
 ANNEX III: ORGANISATION OF THE STATE AUDIT INSTITUTION
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� Serbia 2010 Progress Report, SEC (2010) 1330, published in Brussels, 9 November 2010.


� In accordance with the Law on SAI


� Multi-Annual Indicative Planning Document 2011-2013


� INTOSAI – International Organisation of Supreme Audit Institutions


� EUROSAI – European Organisation of Supreme Audit Institutions


� “Official Gazette of the Republic of Serbia” no. 46/06





�Sector for auditing financial statements of the budget of the Republic and of budget funds; Sector for auditing financial statements of territorial autonomies and local self-governments; Sector for auditing financial statements of organisations of mandatory social insurance; Sector for auditing financial statements of public enterprises and other legal entities established by direct and indirect beneficiaries; Sector for auditing financial statements of the National Bank of Serbia in the part related to use of the public funds and operations with the state budget, EU funds and pre-accession funds beneficiaries, entities using public reserve, donations and international and foreign aid, political parties, non-governmental organizations and other auditees from the Law on the State Audit Institution; Sector for performance audit. 


� Sector for auditing financial statements of the budget of the Republic and of budget funds; and Sector for auditing financial statements of the National Bank of Serbia in the part related to use of the public funds and operations with the state budget, EU funds and pre-accession funds beneficiaries, entities using public reserve, donations and international and foreign aid, political parties, non-governmental organisations and other auditees from the Law on the State Audit Institution, and Sector for auditing financial statements of organisations of mandatory social insurance; Sector for auditing financial statements of public enterprises and other legal entities established by direct and indirect beneficiaries;


� As of November 2nd , 2010


� Adopted on 26th of May 2010, “Official Gazette” of the Republic of Serbia No. 36
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