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1 Basic Information
1.1 Programme: IPA 2009 - Facility for Project Preparation and Reinforcement of Administrative Capacity – FPP RAC

1.2 Twinning Number: HR 09 IB SPP 01
1.3 Title: Strengthening the Administrative Capacity of the Agency for the Audit of European Union Programmes Implementation System (Audit Authority) for the Audit of EU Cohesion, Agricultural and Fisheries Instruments
1.4 Sector: Structural Funds
1.5 Beneficiary country: The Republic of Croatia
2 Objectives
2.1 Overall Objective(s):

The overall objective is to prepare the Republic of Croatia for the sound financial management of the EU Cohesion, Agricultural and Fisheries Instruments upon accession, in line with the EU requirements. 
2.2 Project purpose:

The project purpose is to assist the Audit Authority in successful setting up of the system for the audit of EU Cohesion, Agricultural and Fisheries Instruments through development of relevant procedures and improvement of capacities of the Audit Authority staff for the audit of EU Cohesion, Agricultural and Fisheries Instruments.
2.3 Contribution to Accession Partnership/ Stabilisation and Association Agreement/ Programme of the Government of the Republic of Croatia for assumption and implementation of the acquis communautaire:
According to the Article 84 of the Stabilisation and Association Agreement between the Republic of Croatia and the European Communities and their Member States (OG – IA 14/2001), the Parties of the Agreement shall cooperate with the aim of developing efficient audit systems in Croatia following the harmonised Community methods and procedures. Among others, cooperation shall focus on the exchange of information regarding auditing systems, standardisation of audit documentation, training and advisory operations.
According to the Accession Partnership (Council Decision on the principles, priorities and conditions contained in the Accession Partnership with Croatia and repealing Decision 2006/145/EC of 12 February 2008) the reinforcement of capacity for programming, project preparation, monitoring, evaluation and financial management and control to implement EU pre-accession programmes as a preparation for Community cohesion policy is a priority for the Croatian administration involved in the EU Funds management. 

Programme of the Government of the Republic of Croatia for assumption and implementation of the acquis communautaire, adopted on Government session on 7 January 2010 (Chapter 3.22 - Regional Policy and Coordination of Structural Instruments), defines the Agency for the Audit of European Union Programmes Implementation System as an independent body responsible for verifying the efficiency and sound functioning of the management and control systems established for the implementation of the IPA programme, which operate in compliance with international standards on auditing, the Framework Agreement and other applicable agreements and regulations. 
Croatia 2010 Progress Report accompanying the Communication from the Commission to the European Parliament and the Council Enlargement Strategy and main challenges 2010-2011 of 9 November 2010 specifies in its Chapter 22: Regional policy and coordination of structural instruments that Croatia needs to build up its capacities in the field of financial management and control.
This twinning project will contribute to the reinforcement of audit and control system of the EU funds management through creating audit manuals and training the auditors for the audit of the EU Cohesion, Agricultural and Fisheries Instruments.
3 Description
3.1  Background and justification:

The legal framework of EU Funds external audit in the pre-accession phase is laid down in the Council Regulation (EC) No 1085/2006 establishing an Instrument for Pre-Accession Assistance (IPA) (OJ L 210, 31.7.2006), Commission Regulation (EC) No 718/2007 implementing Council Regulation (EC) No 1085/2006 establishing an instrument for pre-accession assistance (IPA) (OJ L 170, 29.6.2007), Framework Agreement setting out the rules for co-operation concerning EC financial assistance under IPA (OG 10/2007, International agreements) and Commission Regulation (EU) No 80/2010 of 28 January 2010 amending Regulation (EC) No 718/2007 implementing Council Regulation (EC) No 1085/2006 establishing an instrument for pre-accession assistance (IPA) (OJ L 25, 29.1.2010). 
The role of the Audit Authority under the IPA Framework Agreement is performed by the Agency for the Audit of European Union Programmes Implementation System. The Agency was established by the Regulation on the Establishment of the Agency for the Audit of European Union Programmes Implementation System adopted by the Government of the Republic of Croatia on 20 June 2008 (OG 73/2008). 

The Agency for the Audit of European Union Programmes Implementation System is responsible for the audit and verification of the implementation of European Union programmes, the management of and responsibility for which have been transferred to the Republic of Croatia. The Agency performs its work in line with objectives, tasks and procedures defined under internationally undertaken obligations of the Republic of Croatia.

On the day of accession of the Republic of Croatia to the European Union, efficient system of EU Funds management will have been established. It shall include external audit which will enable verifying the effectiveness of the management and control system and reliability of accounting data within the bodies responsible for implementation of the EU programmes as well as verifying expenditure declared.
 

The area of external audit of the EU Cohesion, Agricultural and Fisheries Instruments is included in the negotiation process, namely in Chapter 11: Agriculture and Rural Development, Chapter 13: Fisheries, Chapter 22: Regional Policy and Coordination of Structural Instruments and Chapter 32: Financial Control.
  

The Republic of Croatia defined institutions which are to be included in the EU Funds management system. According to the Croatian Government Decision adopted on 6 October 2010 (OG 116/2010), the Agency for the Audit of European Union Programmes Implementation System will perform external audit of EU Structural and Cohesion Funds, from the date of accession. Furthermore, the Croatian Government adopted the following decisions: Decision on Institutional Framework for Implementing the European Funds for Agriculture and Rural Development of 21 November 2009 and Decision on Appointment of Implementing Bodies for Managing and Control of Operational Programme in Fisheries of 18 March 2010 (OG 38/2010). By adopting these decisions the Agency for the Audit of European Union Programmes Implementation System was appointed as the body responsible for auditing EU Agricultural and Fisheries Funds respectively. In that sense, the Republic of Croatia aims at strengthening the administrative capacity and preparing the procedural rules for the efficient external audit of EU Funds, enabling it to implement EC requirements in a proper way. Therefore, the Republic of Croatia needs to increase administrative capacities of the existing IPA structures and adequately prepare them for future as well as to build up its capacity regarding financial management and control system for EU Cohesion, Agricultural and Fisheries Instruments. 
 

Through this twinning project the Agency for the Audit of European Union Programmes Implementation System is planning to develop its capacities which will enable the effective functioning of the Audit Authority in the EU Funds management system. 
3.2 Linked activities (other international and national initiatives):

1) Phare 2006 project “Further Capacity Building to the Certifying Body for SAPARD and Technical Assistance to the Audit Authority for Instrument for Pre-accession Assistance (IPA)” started in August 2008 and finished in July 2009. The purpose of this framework contract was to support development of the Certifying Body for SAPARD towards the role of the IPA Audit Authority in line with internationally accepted auditing standards and best practices, to assist Croatian authorities in successful setting up of the Audit Authority for IPA through the development of tools and procedures, and to assist the SAPARD Certifying Body (Department for the Verification of SAPARD and the Audit of IPA program – Rural Development) in carrying out audit activities relevant for the SAPARD programme. 

Through this Phare project assistance was provided in the institutional capacity building of the Agency for the Audit of European Union Programmes Implementation System through training of the staff and development of all procedures, check lists and other documents required for auditing of the IPA and SAPARD programme.

2) Phare 2006 project “Development of Institutional Capacity for the Management of EU Structural Funds Post-Accession (Institution Building Component)” started in September 2008 and ended in December 2010. This service contract was divided into four components, audit component being one of them. The overall objective of the project was to prepare the Croatian public administration for Croatia’s effective participation in the EU Cohesion Policy while the specific purpose was to develop the capacity of the Croatian administration for the management of EU Funds, more precisely to develop programming, monitoring, evaluation and audit capacities. The Audit Component supported further development of the EU Funds-related audit capacity in the Agency for the Audit of European Union Programmes Implementation System. 

The implementation of the Audit Component of the Phare 2006 project started in February 2010, after the completion of the “Further Capacity Building to the Certifying Body for SAPARD and Technical Assistance to the Audit Authority for Instrument for Pre-accession Assistance (IPA)” project.

Project activities within the Audit Component of the Phare 2006 project were focused on assisting the Audit Authority in updating the Audit Authority IPA manual in line with relevant IPA requirements and carrying out training courses on specific aspects of auditing of the different IPA components. In addition, this project provided the Audit Authority staff with basic insight and information on relevant EU legislation concerning EU Structural, Cohesion and Agricultural Instruments. 
3.3 Results:
Component 1: Development of procedures for the audit of EU Cohesion, Agricultural and Fisheries Instruments
Result 1.1

The relevant legislation and existing situation in the Audit Authority, including audit procedures, institutional set-up, roles and division of tasks, quality assurance system as well as monitoring and control system analysed.
Indicators of achievement:

· Analysis of the relevant legislation related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments conducted.

· Comparative analysis of the existing situation in the Audit Authority in relation to the EU requirements and audit practices in four different Member States with similar socio-economic profile, amount and structure of post-accession assistance conducted.
· Analysis report with recommendations for improvement of the existing practices and procedures related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments prepared.
Result 1.2

Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments prepared and its key aspects presented and discussed with the Audit Authority staff.
Indicators of achievement:
· Audit Manual which lays down the working procedures for the audit of EU Cohesion, Agricultural and Fisheries Instruments prepared.
· Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments introduced to the Audit Authority staff.
· One round table organized and conducted for the Audit Authority staff in order to discuss key aspects of the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments.
Component 2: Improvement of capacities of the Audit Authority staff regarding audit of EU Cohesion, Agricultural and Fisheries Instruments
Result 2.1 

Audit Authority staff trained on audit of the EU Cohesion, Agricultural and Fisheries Instruments through seminars and workshops.
Indicators of achievement: 

· Training needs analysis for the Audit Authority staff (auditors) conducted
· Training programme (including training curricula) for the Audit Authority developed and training materials for seminars and workshops prepared
· At least 6 auditors trained on topics related to the audit of EU Cohesion instruments:

- The audit of the European Regional Development Fund (ERDF)
- The audit of the European Social Fund (ESF)
- The audit of the Cohesion Fund
- The Compliance Assessment of the systems set up for Structural and Cohesion Funds 
- The preparation of relevant opinions and reports before their submission to the EC Services (DG REGIO, DG EMPL, DG ELARG)
- Relevant EU legislation and EC guidelines on the audit of ERDF, ESF, Cohesion Fund 

· At least 4 auditors trained on topics related to the audit of EU Agricultural and Fisheries instruments:
- The audit of the European Agricultural Guarantee Fund (EAGF) and the European Agricultural Fund for Rural Development (EAFRD)
- The audit of the European Fisheries Fund (EFF) 
- Financial audit and on-the-spot checks 
- The preparation of relevant opinions and reports before their submission to the EC Services (DG AGRI, DG MARE)  
- Relevant EU legislation and EC guidelines on the audit of EAGF, EAFRD, EFF 

· At least 8 auditors trained on horizontal aspects of the audit of EU Cohesion, Agricultural and Fisheries instruments:
- The preparation of Audit Strategy
- System audit, audit of operations, IT systems audit and on-the-spot checks 
- The implementation of specific audit techniques (analytical procedures, sampling, control evaluation etc.) 
- Sampling and error evaluation for both operational and non-operational transactions, including proposals for appropriate computer assisted audit techniques necessary for sampling 
- The partial or final closures of operational programmes 
- The International Standards on Auditing (ISA) and relevant audit and accounting standards 

- Quality Control and Quality Assurance 

- Detecting irregularities, fraud and corruption
Result 2.2

Audit Authority staff trained on the auditing of EU Cohesion, Agricultural and Fisheries Instruments through on-the-job training, study visits and internships.
Indicators of achievement: 
· At least fifteen (15) auditors trained on-the-job on preparations for the Compliance Assessment of the systems set up for Structural and Cohesion Funds; auditors work in each audit phase (planning, fieldwork, reporting and quality control) assessed and a report with recommendations on the basis of the assessment prepared
· Two study visits of Croatian auditors in two EU Member States conducted (5 working days each, 7 participants per study visit) with the general objective of gaining on-sight experience on the functioning of the Audit Authority and study visit reports prepared 
· Three internships conducted and three internship reports prepared by each employee (one auditor per internship, in duration of one month) on gaining the practical on-the-job auditing experience in an EU Member State Audit Authority
3.4 Activities:

Component 1: Development of procedures for the audit of EU Cohesion, Agricultural and Fisheries Instruments
Activity 1.1.1 
Conducting analysis of relevant legislation related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments.

Activity 1.1.2

Conducting comparative analysis of the existing situation in the Audit Authority in relation to the EU requirements and audit practices in four different Member States with similar socio-economic profile, amount and the structure of post-accession assistance. 
Activity 1.1.3

Preparing analysis report (on the basis of Activity 1.1.1 and 1.1.2) with recommendations for the improvement of the existing practices and procedures related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments. 
The report and its recommendations should address audit procedures, institutional set-up, roles and division of tasks, quality assurance system as well as monitoring and control system.
Activity 1.2.1
Preparing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments in Croatia which is to include, among other issues:

· Guidelines for the audit of particular financial instruments
· Working procedures for different types of audit (system audit, audit of operations, IT systems audit, etc.) 
· Guidelines for preparing the reports and their submission to the EC
· Provisions regarding state aid and public procurement rules

Activity 1.2.2
Introducing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments to the Audit Authority employees through the presentation.

Activity 1.2.3

Organizing and conducting one round table for the Audit Authority staff in order to discuss key aspects of the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments.

Component 2: Improvement of capacities of the Audit Authority staff regarding audit of EU Cohesion, Agricultural and Fisheries Instruments
Activity 2.1.1

Conducting training needs analysis of the Audit Authority staff related to their future role in the auditing of EU Cohesion, Agricultural and Fisheries Instruments.
Activity 2.1.2

Developing Training Programme (including training curricula) and preparing training materials for seminars and workshops regarding the audit of EU Cohesion, Agricultural and Fisheries Instruments.

Activity 2.1.3

Organizing and conducting seminars and workshops for at least 6 Audit Authority staff members on the following topics related to the audit of EU Cohesion instruments (ERDF, ESF, Cohesion Fund):
· Audit of the ERDF

· Audit of the ESF 

· Audit of the Cohesion Fund 

· The Compliance Assessment of the systems set up for Structural and Cohesion Funds through the practical rehearsal 

· Preparation of relevant opinions and reports before their submission to the EC Services (DG REGIO, DG EMPL, DG ELARG)
· Relevant EU legislation and EC guidelines on the audit of ERDF, ESF, Cohesion Fund 

Activity 2.1.4 

Organizing and conducting seminars and workshops for at least 4 Audit Authority staff members on the following topics related to the audit of EU Agricultural and Fisheries Instruments (EAGF, EAFRD, EFF):
· Audit of the EAGF and the EAFRD 

· Audit of the EFF 

· Financial audit and on-the-spot checks

· Preparation of relevant opinions and reports before their submission to the EC Services (DG AGRI, DG MARE)
· Relevant EU legislation and EC guidelines on the audit of EAGF, EAFRD, EFF 
Activity 2.1.5

Organizing and conducting seminars and workshops for at least 8 Audit Authority staff members on horizontal aspects of the audit of EU Cohesion, Agricultural and Fisheries Instruments (ERDF, ESF, Cohesion Fund, EAGF, EAFRD, EFF):
· Preparation of Audit Strategy 

· System audit, audit of operations, IT systems audit and on-the-spot checks 

· Implementation of specific audit techniques (analytical procedures, sampling, control evaluation etc.) 

· Sampling and error evaluation for both operational and non-operational transactions, including proposals for appropriate computer assisted audit techniques necessary for sampling 
· Conducting partial or final closures of operational programmes 
· International Standards on Auditing (ISA) and relevant audit and accounting standards 

· Quality Control and Quality Assurance 
· Detecting irregularities, fraud and corruption 
Activity 2.2.1 

Conducting on-the-job training for each Audit Authority’s Department (at least 15 auditors in total) and providing day-to-day assistance throughout the audit work. Through on-the-job training auditors will be trained on preparations for the Compliance Assessment of the systems set up for Structural and Cohesion Funds. On-the-job training will include assessment whether the auditors’ work in each audit phase (planning, fieldwork, reporting and quality control) is conducted according to the Audit Manual and the best audit practice while a report with recommendations will be prepared on the basis of the assessment.
               Activity 2.2.2

Organizing and conducting two study visits of Croatian auditors in two EU Member States (5 working days each, 7 participants per study visit) and drafting two study visit reports. The study visits should be conducted regarding verification of the implementation of Operational Programmes, with the general objective of gaining on-sight experience on the functioning of the Audit Authority.
               Activity 2.2.3
   Organizing and conducting internships for three auditors and drafting of individual reports by each employee (one auditor per internship, in duration of one month). The purpose of the internships is to gain practical on-the-job auditing experience in the EU Member State Audit Authority and to obtain knowledge which will be disseminated to the currently employed auditors and to the auditors employed in forthcoming years. 

Two visibility events will be organized in the course of the implementation of the project: Kick-off meeting at the start of the implementation and the Final meeting at the end of the implementation of the project activities.
3.5 Means/ Input from the MS Partner Administration:

3.5.1 Profile and tasks of the Project Leader 
Profile of the Project Leader

        
Requirements:

· University level education or equivalent professional experience of 15 years in auditing
· 7 years experience in auditing of EU Funds
· Working level of English language 

· Proven contractual relations to public administration or mandated body, as defined under Twinning manual 5.3.2. 

· Computer literacy
· Experience in project management 

Assets: 

· Experience in managing EU projects 

Tasks of the Project Leader:
· Overall responsibility and coordination of the MS partner input
· Participation in coordination of deployment of short-term experts

· Organization of study visits and internships
· Participation in Steering Committee meetings
· Project reporting

· Ensuring backstopping and financial management of the project in the MS
· Co-managing the implementation of the project with the Croatian Project Leader
3.5.2 Profile and tasks of the RTA

Profile of the Resident Twining Adviser
Requirements:

· University level education or equivalent professional experience of 13 years in auditing
· 6 years experience in auditing of EU Funds, of which 4 years experience in auditing of  Structural and/or Cohesion and/or Agricultural Funds 

· Working level of English language 

· Proven contractual relations to public administration or mandated body, as defined under Twinning manual 5.3.2. 

· Computer literacy

· Experience in project management 
Assets: 

· Experience in developing audit guidelines and procedures in former or current EU candidate countries 
· Experience in preparing Audit Manual
· Experience in managing EU projects
· Experience in developing and implementing auditing rules and procedures 
· Experience as a trainer in auditing 
· Possession of at least one of the Certificate according to the international audit standards (e.g. ACCA, CFA, PIFCA, CIA) 

· Experience in preparing institutions for accreditation for the use of EU Structural and/or Cohesion and/or Agricultural Funds 
Tasks of the RTA:
· Permanent contacts with the main counterpart in BC

· Support and coordination of all activities in BC

· Close cooperation with the Croatian experts in undertaking all activities

· Organisation of visibility events (kick-off and final event)
· Providing professional advice to Croatian experts during the project implementation period

· Networking with stakeholders of the project in Croatia and in MS

· Monitoring project implementation and, if needed, proposing corrective management actions

· Executing administrative tasks (e.g. assisting in reporting)

RTA secondment shall last 12 months.

3.5.3 Profile and tasks of the short-term experts
Profile of the Short-term expert 1 - for audit of the ERDF

Requirements:

· University level education or equivalent professional experience of 10 years in auditing 

· 4 years experience in auditing of EU Funds of which 3 years experience in auditing of ERDF

· Working level of English language 
· Computer literacy
· Proven contractual relations to public administration or mandated body, as defined under Twinning manual 5.3.2.

Assets: 

· Possession of at least one of the certificates according to the international audit standards (e.g. ACCA, CFA, PIFCA, CIA) 

· Experience in audit related to the Territorial Co-operation

· Experience as a trainer in auditing 

· Experience in preparing institutions for accreditation for the use of EU Structural and/or Cohesion Funds
· Experience in developing audit guidelines and procedures in former or current EU candidate countries 
Tasks of the short-term expert for audit of the ERDF:
· Close cooperation with the Croatian experts in undertaking all activities

· Undertaking all activities and achieving the mandatory results related to the audit of ERDF

· Conducting analysis of relevant legislation
· Conducting comparative analysis
· Preparing report with recommendations

· Preparing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments

· Organizing and conducting presentation and round table in order to discuss key aspects of the Audit Manual

· Conducting training needs analysis, developing training programme and materials

· Organization of seminars/workshops and on-the-job training 
· Providing professional advice to Croatian experts during the project implementation period

Profile of the Short-term expert 2 - for audit of the Cohesion Fund

Requirements:

· University level education or equivalent professional experience of 10 years in auditing 

· 4 years experience in auditing of EU Funds of which 3 years experience in auditing of Cohesion Fund

· Working level of English language 
· Computer literacy

· Proven contractual relations to public administration or mandated body, as defined under Twinning manual 5.3.2.

Assets: 

· Possession of at least one of the certificates according to the international audit standards (e.g. ACCA, CFA, PIFCA, CIA) 

· Experience as a trainer in auditing 

· Experience in preparing institutions for accreditation for the use of EU Structural and/or Cohesion Funds
· Experience in developing audit guidelines and procedures in former or current EU candidate countries 
Tasks of the short-term expert for audit of the Cohesion Fund:
· Close cooperation with the Croatian experts in undertaking all activities

· Undertaking all activities and achieving the mandatory results related to the audit of Cohesion fund
· Conducting analysis of relevant legislation
· Conducting comparative analysis
· Preparing report with recommendations

· Preparing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments
· Organizing and conducting presentation and round table in order to discuss key aspects of the Audit Manual

· Conducting training needs analysis, developing training programme and materials

· Organization of seminars/workshops and on-the-job training 
· Providing professional advice to Croatian experts during the project implementation period

Profile of the Short-term expert 3 - for audit of the ESF

Requirements:

· University level education or equivalent professional experience of 10 years in auditing 

· 4 years experience in auditing of EU Funds of which 3 years experience in auditing of the ESF

· Working level of English language 

· Computer literacy

· Proven contractual relations to public administration or mandated body, as defined under Twinning manual 5.3.2.

Assets: 

· Possession of at least one of the certificates according to the international audit standards (e.g. ACCA, CFA, PIFCA, CIA) 

· Experience as a trainer in auditing 

· Experience in preparing institutions for accreditation for the use of EU Structural and/or Cohesion Funds
· Experience in developing audit guidelines and procedures in former or current EU candidate countries 
Tasks of the short-term expert for audit of the ESF:
· Close cooperation with the Croatian experts in undertaking all activities

· Undertaking all activities and achieving the mandatory results related ESF audit

· Conducting analysis of relevant legislation
· Conducting comparative analysis
· Preparing report with recommendations

· Preparing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments

· Organizing and conducting presentation and round table in order to discuss key aspects of the Audit Manual

· Conducting training needs analysis, developing training programme and materials

· Organization of seminars/workshops and on-the-job training 
· Providing professional advice to Croatian experts during the project implementation period

Profile of the Short-term expert 4 - in the EAGF and/or EAFRD audit

Requirements:

· University level education or equivalent professional experience of 10 years in auditing 
· 4 years experience in auditing of EU Funds of which 3 years experience in auditing of the EAGF and/or EAFRD (or former EAGGF)
· Working level of English language 

· Computer literacy

· Proven contractual relations to public administration or mandated body, as defined under Twinning manual 5.3.2.

Assets: 

· Possession of at least one of the certificates according to the international audit standards (e.g. ACCA, CFA, PIFCA, CIA) 

· Experience as a trainer in auditing 

· Experience in developing audit guidelines and procedures in former or current EU candidate countries 
· Experience in preparing institutions for accreditation for the use of EAGF and/or EAFRD
· Experience on the EAGF and/or EAFRD implementation schemes, both IACS and non-IACS based (IACS – Integrated Administration and Control System)
· Experience in the audit of EFF (or former FIFG) 
Tasks of the short-term expert in EAGF and/or EAFRD audit:
· Close cooperation with the Croatian experts in undertaking all activities

· Undertaking all activities and achieving the mandatory results related to EAGF, EAFRD and EFF audit
· Conducting analysis of relevant legislation
· Conducting comparative analysis
· Preparing report with recommendations

· Preparing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments

· Organizing and conducting presentation and round table in order to discuss key aspects of the Audit Manual

· Conducting training needs analysis, developing training programme and materials

· Organization of seminars/workshops and on-the-job training 
· Providing professional advice to Croatian experts during the project implementation period

4 Institutional Framework
The main beneficiary institution of the project will be the Agency for the Audit of European Union Programmes Implementation System (Audit Authority), institution in charge of the audit of EU Cohesion, Agricultural and Fisheries Instruments in the Republic of Croatia. All five Audit Authority Departments will be directly involved in this twinning project.
With the aim of creating a more efficient system of IPA programmes’ external audit and to prepare for the Croatia’s accession, the Audit Authority’s work is organised in five departments, each department being responsible for the external audit of a particular IPA component:  

· Department 1 for the Audit of IPA programme - Transition Assistance and Institution Building (IPA I),

· Department 2 for the Audit of IPA programme - Cross-border Co-operation (IPA II), 

· Department 3 for the Audit of IPA programme - Regional Development (IPA III),

· Department 4 for the Audit of IPA programme - Human Resources Development (IPA IV),

· Department 5 for Verification of SAPARD and Audit of IPA programme - Rural Development (IPA V)
The future organizational structure of the Audit Authority shall include restructuring and reorganization of Departments within the Audit Authority according to the requirements for the auditing of EU Cohesion and Agricultural and Fisheries Instruments. Therefore, the plan is to have 6 departments apart from the Director’s Cabinet.

According to the Organizational Development Strategy (ODS) of the Audit Authority it is anticipated that upon the Croatia’s accession into EU, Agency for the Audit of European Union Programmes Implementation System shall be divided into 6 departments: 

· Department 1 – audit of OP “Administrative Capacity Development” and continuing with the IPA I – TAIB, Transitional facility and other programmes, 

· Department 2 – audit of OP “Transport” (continuing with IPA IIIa OP – Transport)) and OP “Environment and Energy” (continuing with IPA IIIb OP – Environment), 

· Department 3 – audit of OP “Regional Competitiveness” (continuing with IPA IIIc  OP – Regional Competitiveness) and Cross-Border (continuing with IPA II), 

· Department 4 – audit of OP “Human Resources Development” (continuing with IPA IV), and 

· Department 5 – audit of AGRI, RURAL and FISHERIES (EAGF, EAFRD and EFF) – continuing with IPA V. 

With the aim of creating a more efficient system, one separate Department for Developing Methodology and Quality Assurance will be created.
Regarding the new organisational structure, two issues must be pointed out. Firstly, it is intended to cover auditing needs under the EU Cohesion, Agricultural and Fisheries Instruments and secondly, experienced staff will be reallocated to a specialized Department for Developing Methodology and Quality Assurance, since they possess sufficient knowledge of the Audit Authority’s business and methodology.
By the end of 2010, 29 persons were employed in the Audit Authority, out of which 24 auditors (including Director and Deputy Director). Four auditors were employed in Department 1, four auditors in Department 2, five auditors in Department 3, four auditors in Department 4, and five auditors in Department 5. Two additional auditors are planned to be recruited in 2011.
The beneficiary institution will dedicate all necessary human and financial resources in order to guarantee an effective implementation of the respective project. In particular, the beneficiary institution will ensure the availability of the following provisions:

· Adequately equipped office space for the RTA and the RTA assistant for the entire duration of their secondment (in particular a desk, a telephone line, PC with e-mail account and internet access, possibility to use fax & copy services).

· Adequate conditions for the STEs to perform their work while on mission to the BC. 

· Training and conference venues as well as presentation and interpretation equipment.

· Costs for travel by BC participants from their capitals to a MS or between MS (study visits). 

· Its active involvement in preparation of the PIU and Steering Committee meetings and participation of its members on the same.

· The availability of the BC human resources (BC experts) during the implementation of the activities.
5 Budget

	Strengthening the Administrative Capacity of the Agency for the Audit of European Union Programmes Implementation System (Audit Authority) for the Audit of EU Cohesion, Agricultural and Fisheries Instruments
	IPA Community Contribution
	National

Co-financing
	TOTAL

	Twinning Contract
	90%
	10%
	€ 600.000


Interpretation costs will be reimbursed from the budget only for the purpose of workshops and seminars, up to 7% of the Contract amount can be used for translation and interpretation purposes. 

6 Implementation Arrangements
6.1 Implementing Agency responsible for tendering, contracting and accounting 

Central Finance and Contracting Agency (CFCA)

Ulica grada Vukovara 284

10000 Zagreb, Croatia

Mrs. Marija Tufekčić, Director of the CFCA

Phone:+ 385 1 4591 245

Fax: +385 1 4591 075

          E-mail: procurement@safu.hr 

Twinning Administrative Office 

Central Finance and Contracting Agency

Ulica grada Vukovara 284

10000 Zagreb, Croatia 

Contact: Mr Domagoj Šimunović, Twinning NCP

Phone: +385 1 4591  245
Fax: + 385 1 4591 075

E-mail: twinning@safu.hr 

6.2 Main counterpart in the BC
Senior Programme Officer (SPO):

Mr. Marin Stegić, Deputy Director 

Agency for the Audit of EU Programmes Implementation System

Koturaška 53/I

HR – 10000 Zagreb

Phone: + 385 1 4585 997

Fax: +385 1 4585 995

E-mail: marin.stegic@mfin.hr  
BC Project Leader:

Mr. Neven Šprlje, Director
Agency for the Audit of EU Programmes Implementation System

Koturaška 53/I
HR – 10000 Zagreb

Phone: + 385 1 4585 998
Fax: +385 1 4585 995

E-mail: neven.sprlje@mfin.hr   

RTA counterpart:
Mr. Mirko Gravara, Head of Department for the Audit of IPA programme - Human Resources Development
Agency for the Audit of EU Programmes Implementation System

Koturaška 53/I
HR – 10000 Zagreb

Phone: + 385 1 4585 963

Fax: +385 1 4585 995

E-mail: mirko.gravara@mfin.hr  

6.3 Contracts

One twinning contract in the indicative amount of EUR 600.000 
7 Implementation Schedule (indicative)
7.1 Launching of the call for proposals
 

1Q 2011
7.2 Start of project activities 


4Q 2011
7.3 Project completion 


4Q 2012
7.4 Duration of the execution period (number of months):
15 months; the execution period will end 3 months after the implementation period of the Action (work plan) which will take 12 months.
8 Sustainability
After the successful implementation of the project, sustainability will be achieved by the implementation of the results of the project, notably the implementation of the procedures for efficient functioning of the Audit Authority in Croatia in line with the international auditing standards and EC guidelines. In that sense, Audit Manual will be developed and auditors will be trained on the audit of EU Cohesion, Agricultural and Fisheries Instruments.
9 Crosscutting issues 

Based on the Fundamental principles of promoting equality and combating discrimination, participation in the project will be guaranteed on the basis of equal access regardless of sex, racial or ethnic origin, religion or belief, disability, age or sexual orientation.

The project does not involve activities with an environmental impact.

10 Conditionality and sequencing

Not applicable.

ANNEXES TO PROJECT FICHE

1.
Logical framework matrix in standard format 

2. Detailed implementation chart 
3. Contracting  and  disbursement  schedule  by  quarter  for  full  duration  of  programme  (including disbursement period)

Annex 1. Logical framework matrix in standard format
	Strengthening the administrative capacity of the Agency for the Audit of European Union programmes implementation system (Audit Authority) for the audit of EU Cohesion,  Agricultural and Fisheries Instruments

	Programme name and number

IPA 2009 - Facility for Project Preparation and Reinforcement of Administrative Capacity – FPP RAC

	

	Agency for the Audit of European Union programmes Implementation System
	Contracting period expires:

Two years following the date of conclusion of the Financing Agreement
	Disbursement period expires: 

Three years following the end date for contracting

	
	Total budget: 600.000 €
	IPA financing: 90%
National co-financing: 10%

	Overall objective
	Objectively Verifiable Indicators 
	Sources of Verification
	

	The overall objective is to prepare the Republic of Croatia for the sound financial management of the EU Cohesion, Agricultural and Fisheries Instruments upon accession, in line with the EU requirements. 


	Acceptance of Annual Audit Activity Reports by EC
Acceptance of Annual Audit Opinions by EC

Acceptance of the Compliance Assessment audit report by EC

	Documents drafted under various EU membership negotiation chapters 

EC Progress Report


	

	Project purpose
	Objectively Verifiable Indicators
	Sources of Verification
	Assumptions

	The project purpose is to assist the Audit Authority in successful setting up of the system for the audit of EU Cohesion, Agricultural and Fisheries Instruments through development of relevant procedures and improvement of capacities of the Audit Authority staff for the audit of EU Cohesion, Agricultural and Fisheries Instruments.


	Assessment report with recommendations related to the existing situation and procedures in the Audit Authority prepared
Audit Manual prepared.
Staff trained as regards audit of EU Cohesion, Agricultural and Fisheries Instruments.

	Audit Manual for the audit of EU Cohesion, Agricultural and Fisheries Instruments
Twinning project reports
List of participants on trainings
	Full commitment of the parties involved

Good cooperation among interrelated institutions




	Results 
	Objectively Verifiable Indicators
	Sources of Verification
	Assumptions

	Component 1: Development of procedures for the audit of EU Cohesion, Agricultural and Fisheries Instruments


	
	
	Full commitment of the parties involved

Good communication and cooperation between project leader and STE
Staff of the project beneficiary is fully available for project implementation

	1.1. The relevant legislation and existing situation in the Audit Authority, including audit procedures, institutional set-up, roles and division of tasks, quality assurance system as well as monitoring and control system analysed.
1.2. Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments prepared and its key aspects presented and discussed with the Audit Authority staff.

	· Analysis of the relevant legislation related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments conducted.

· Comparative analysis of the existing situation in the Audit Authority in relation to the EU requirements and audit practices in four different Member States with similar socio-economic profile, amount and the structure of post-accession assistance conducted.
· Analysis report with recommendations for improvement of the existing practices and procedures related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments prepared.
· Audit Manual which lays down the working procedures for the audit of EU Cohesion, Agricultural and Fisheries Instruments prepared.

· Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments introduced to the Audit Authority staff..

· One round table organized and conducted for the Audit Authority staff in order to discuss key aspects of the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments.

	Twinning project reports 
Twinning project documentation
Twinning project reports

Twinning project documentation

List of participants

Twinning project reports

List of participants

Twinning project reports


	

	Component 2: Improvement of capacities of the Audit Authority staff regarding audit of EU Cohesion, Agricultural and Fisheries Instruments

	
	
	

	2.1. Audit Authority staff trained on audit of the EU Cohesion, Agricultural and Fisheries Instruments through seminars and workshops.


	· Training needs analysis for the Audit Authority staff (auditors) conducted

· Training programme (including training curricula) for the Audit Authority developed and training materials for seminars and workshops prepared

· At least 6 auditors trained on topics related to the audit of EU Cohesion instruments:

- The audit of the European Regional Development Fund (ERDF)

- The audit of the European Social Fund (ESF)

- The audit of the Cohesion Fund

- The Compliance Assessment of the systems set up for Structural and Cohesion Funds 

- The preparation of relevant opinions and reports before its submission to the EC Services (DG REGIO, DG EMPL, DG ELARG)

- Relevant EU legislation and EC guidelines on the audit of ERDF, ESF, Cohesion Fund 

· At least  4 auditors trained on topics related to the audit of EU Agricultural and Fisheries instruments:

- The audit of the European Agricultural Guarantee Fund (EAGF) and the European Agricultural Fund for Rural Development (EAFRD)

- The audit of the European Fisheries Fund (EFF) 

- Financial audit and on-the-spot checks 

- The preparation of relevant opinions and reports before their submission to the EC Services (DG AGRI, DG MARE)  

- Relevant EU legislation and EC guidelines on the audit of EAGF, EAFRD, EFF 

· At least  8 auditors trained on horizontal aspects of the audit of EU Cohesion, Agricultural and Fisheries instruments:

- The preparation of Audit Strategy

- System audit, audit of operations, IT systems audit and on-the-spot checks 

- The implementation of specific audit techniques (analytical procedures, sampling, control evaluation etc.) 

- Sampling and error evaluation for both operational and non-operational transactions, including proposals for appropriate computer assisted audit techniques necessary for sampling 

- The partial or final closures of operational programmes 

- The International Standards on Auditing (ISA) and relevant audit and accounting standards 

- Quality Control and Quality Assurance 

- Detecting irregularities, fraud and corruption


	Twinning project reports
Training materials

Presentations

Training register

Training reports
Training register

Training reports

Training register

Training reports


	Trained people remain in service 



	2.2. Audit Authority staff trained on the auditing of EU Cohesion, Agricultural and Fisheries Instruments through on-the-job training, study visits and internships.


	· At least  fifteen (15) auditors trained on-the-job on preparations for the Compliance Assessment of the systems set up for Structural and Cohesion Funds; auditors work in each audit phase (planning, fieldwork, reporting and quality control) assessed and a report with recommendations on the basis of the assessment prepared

· Two study visits of Croatian auditors in two EU Member States conducted (5 working days each, 7 participants per study visit) with the general objective of gaining on-sight experience on the functioning of the Audit Authority and study visit reports prepared 

· Three internships conducted and three internship reports prepared by each employee (one auditor per internship, in duration of one month) on gaining the practical on-the-job auditing experience in an EU Member State Audit Authority


	Twinning project reports
Twinning project documentation
Training register

Training reports
Study visits’ reports

Internship’s reports

	


	Activities
	Means
	Specification of costs
	Assumptions 

	Component 1: Development of procedures for the audit of EU Cohesion, Agricultural and Fisheries Instruments

1.1.1. Conducting analysis of the relevant legislation related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments.
1.1.2 Conducting comparative analysis of the existing situation in the Audit Authority in relation to the EU requirements and audit practices in four different Member States with similar socio-economic profile, amount and the structure of post-accession assistance. 

1.1.3 Preparing analysis report (on the basis of Activity 1.1.1 and 1.1.2) with recommendations for the improvement of the existing practices and procedures related to the auditing of EU Cohesion, Agricultural and Fisheries Instruments. 

The report and its recommendations should address audit procedures, institutional set-up, roles and division of tasks, quality assurance system as well as monitoring and control system.

1.2.1. Preparing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments in Croatia which is to include, among other issues:

- Guidelines for the audit of particular financial instrument 

- Working procedures for different types of audit (system audit, audit of operations, IT systems audit, etc.) 

- Guidelines for preparing the reports and their submission to the EC

- Provisions regarding state aid and public procurement rules

1.2.2. Introducing the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments to the Audit Authority employees through the presentation.

1.2.3. Organizing and conducting one round table for the Audit Authority staff in order to discuss key aspects of the Audit Manual on EU Cohesion, Agricultural and Fisheries Instruments.

Component 2: Improvement of capacities of the Audit Authority staff regarding audit of EU Cohesion, Agricultural and Fisheries Instruments

2.1.1. Conducting training needs analysis of the Audit Authority staff related to their future role in the auditing of EU Cohesion, Agricultural and Fisheries Instruments.
2.1.2. Developing Training Programme (including training curricula) and preparing training materials for seminars and workshops regarding the audit of EU Cohesion, Agricultural and Fisheries Instruments.
2.1.3 Organizing and conducting seminars and workshops for at least 6 Audit Authority staff members on the following topics related to the audit of EU Cohesion instruments (ERDF, ESF, Cohesion Fund):

· Audit of the ERDF

· Audit of the ESF 

· Audit of the Cohesion Fund 

· The Compliance Assessment of the systems set up for Structural and Cohesion Funds through the practical rehearsal 

· Preparation of relevant opinions and reports before their submission to the EC Services (DG REGIO, DG EMPL, DG ELARG)

· Relevant EU legislation and EC guidelines on the audit of ERDF, ESF, Cohesion Fund 

2.1.4 Organizing and conducting seminars and workshops for at least 4 Audit Authority staff members on the following topics related to the audit of EU Agricultural and Fisheries Instruments (EAGF, EAFRD, EFF):

- Audit of the EAGF and the EAFRD 

- Audit of the EFF 

- Financial audit and on-the-spot checks

- Preparation of relevant opinions and reports before their submission to the EC Services (DG AGRI, DG MARE)

- Relevant EU legislation and EC guidelines on the audit of EAGF, EAFRD, EFF 

2.1.5 Organizing and conducting seminars and workshops for at least 8 Audit Authority staff members on horizontal aspects of the audit of EU Cohesion, Agricultural and Fisheries Instruments (ERDF, ESF, Cohesion Fund, EAGF, EAFRD, EFF):

- Preparation of Audit Strategy 

- System audit, audit of operations, IT systems audit and on-the-spot checks 

- Implementation of specific audit techniques (analytical procedures, sampling, control evaluation etc.) 

- Sampling and error evaluation for both operational and non-operational transactions, including proposals for appropriate computer assisted audit techniques necessary for sampling 

- Conducting partial or final closures of operational programmes 

- International Standards on Auditing (ISA) and relevant audit and accounting standards 

- Quality Control and Quality Assurance 

- Detecting irregularities, fraud and corruption 

2.2.1 Conducting on-the-job training for each Audit Authority’s Department (at least 15 auditors in total) and providing day-to-day assistance throughout the audit work. Through on-the-job training auditors will be trained on preparations for the Compliance Assessment of the systems set up for Structural and Cohesion Funds. On-the-job training will include assessment whether the auditors’ work in each audit phase (planning, fieldwork, reporting and quality control) is conducted according to the Audit Manual and the best audit practice while a report with recommendations will be prepared on the basis of the assessment.

2.2.2 Organizing and conducting two study visits of Croatian auditors in two EU Member States (5 working days each, 7 participants per study visit) and drafting two study visit reports. The study visits should be conducted regarding verification of the implementation of Operational Programmes, with the general objective of gaining on-sight experience on the functioning of the Audit Authority.

2.2.3 Organizing and conducting internships for three auditors and drafting of individual reports by each employee (one auditor per internship, in duration of one month). The purpose of the internships is to gain practical on-the-job auditing experience in the EU Member State Audit Authority and to obtain knowledge which will be disseminated to the currently employed auditors and to the auditors employed in forthcoming years. 


	Analysis

Interviews

Meetings

Analysis

Meetings

Preparation of documentation 

Preparation of documentation 

Workshops

Presentation
Consultations
Round table discussion

Analysis
Preparation of documentation 

Training (rehearsal on practical examples, workshops, presentations, case studies)
Training (rehearsal on practical examples, workshops, presentations, case studies)

Training (rehearsal on practical examples, workshops, presentations, case studies)

Training (rehearsal on practical examples, workshops, presentations, case studies)

On-the-job training

Study visits 
Internships

	600.000 €
	Full commitment of the parties involved

Good cooperation among interrelated institutions

Good communication and cooperation between project leader and STE
Staff of the Audit Authority is fully available for project implementation

Capacity of auditors to audit EU funds

Project documentation prepared on  time

Availability of sufficient staff, well-trained and motivated for carrying out audits

The Agency recruits and trains adequate staff

Twinning project reports 

Evaluation of Trainings 



	
	Preconditions

N/A


Annex 2. Detailed implementation chart

Project title:  Strengthening the Administrative Capacity of the Agency for the Audit of European Union Programmes Implementation System (Audit Authority) for the Audit of EU Cohesion, Agricultural and Fisheries Instruments
	
	2011
	                                      2012


	2013


	Month
	J
	F
	M
	A
	M
	J
	J
	A
	S
	O
	N
	D
	J
	F
	M
	A
	M
	J
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	A
	S
	O
	N
	D
	J
	F
	M
	A
	M
	J
	J
	A
	S
	O
	N
	D

	Twinning
	
	T
	T
	T
	T
	C
	C
	C
	C
	C
	C
	A/I
	I
	I
	I
	I
	I
	I
	I
	I
	I
	I
	I
	R
	R
	R
	
	
	
	
	
	
	
	
	
	


T - Call for proposals and evaluation

C - Contracting
A/I – Arrival of the RTA/Start of the implementation of activities
I - Implementation of activities

R - Report

Annex 3. Contracting  and  disbursement  schedule  by  quarter  for  full  duration  of  programme  (including disbursement period)

	Strengthening the administrative capacity of the Agency for the Audit of European Union programmes implementation system (Audit Authority) for the audit of EU Cohesion,  Agricultural and Fisheries Instruments


	Cumulative contracting schedule by quarters in EUR (provisional)

	
	2011

	
	I
	II
	III
	IV

	Twinning 
	
	
	
	600.000

	 
	
	
	
	

	TOTAL (EUR):
	
	
	
	600.000


	Strengthening the administrative capacity of the Agency for the Audit of European Union programmes implementation system (Audit Authority) for the audit of EU Cohesion,  Agricultural and Fisheries Instruments



	
	2011
	2012
	2013

	
	I
	II
	III
	IV
	I
	II
	III
	IV
	I
	II

	Twinning 
	
	
	
	480.000
	
	
	
	
	120.000
	

	TOTAL (EUR):
	
	
	
	480.000
	
	
	
	
	600.000
	


� Member States submitting proposals for Twinning projects implemented in Croatia, as well as the beneficiary institutions, will be requested to finalise drafting of the contracts in maximum six months regardless of the period of the year during which the drafting will take place.
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