EUROSAI Task Force on the Audit of Funds
Allocated to Disasters and Catastrophes

Session 11

Tihe Supreme Audit Institutions” audit experience ini the
field of prevention and elimination off CONSeqUENCES  of;
disasters and catastrophes: lessons learnt and prespects

s European Court off Auditers” experience
= Matters for discussion

Dy
Jacek UczKkiewicz
Member of the European Court or Auditors

17-18 March 2009, Kiev



European Court of Auditors” experience

Commission’s framework for diSaster reSPonse

Court’s audit strategy for 2009-2012' and humanitarian
aid

Results of three relevant Court audits

17-18 March 2009, Kiev



Commission’s framework for disaster
response

EU

Qutside EU

EU Solidarity Fund (2002), based in'DG
Regionall Policy, torreimburse part of the
cost linked to  disasters

DG ECHO (1996) — to respond to
humanitarian crisis, to'save and preserve
lives (short-term relief) and to helpiin
medium-term rehabilitation’ (basic
infrastructure)

DG EuropeAid (2001) to helpiin long-term
rehabilitation (development aid)

Rapid Reaction Mechanism (2001)
linking short-term relief, rehabilitation, with
development aid (€2 million quickly: without
Council'agreement - only for: six months
and for nen-humanitarian assistance)

Civil Protection Mechanism (2001), based in'DG Environment, coordinating
cooperation between the Community and the MS'in civil' protection assistance (€.q.
identification of intervention teams, training, managing Monitoring and Information

Centre — 24-hour service for MS)
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Court’s audit strategy for 2009-2012 and
Aumanitarian aid

About €750 millientis available for- humanitarian aid annually:which
can be Increased In case off extraordinary. events.

Tihe risks relate to the fact that aid IS giveniin an unstructured
environment with limited possibility of controls. Plus there are risks
because off Weak accounting, lack off physical evidence, lack of
knowledgerafter: the actions (people Who managed the action are
Not on the spot anymore once the action Is finished).

Audit Goals:

s 10 assess the Commission’s policy: for humanitarian aid and its
link-with' development actions;

= (0 assess the Commission’siorganisation for providing
emergency. aid and reconstruction suppert;

s 10 assess the monitering and control system for humanitarian
aid and reconstruction;

s to assess the implementation of aid through implementing
partners, mainly international organisations and NGOs.
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SPECIAL REPORT No 3/2008

The European Union Solidarity
Fund: how rapid, efficient and
flexible is it?
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Iihe Fund was created to enable the Community, to: provide
rapid, efficient and flexible financial aid in'emergency: situations
related to natural disasters.

It IS not designed to'meet all the costs linked to a disaster;
immediately, but mainly: to'reimburse a part off those connected with
ensuring the restoration of vital services and provision of temporary.
accommodation.

e underlying alm. of the. Fund' /s to: demonstrate. solidarity, with
trose. states suffering as a. result or-natural disasters. With'an
annual budget of €1 billion, the Fund intervenes.
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Who is eligible?

[fa Member or Accession State Is affected by a major disaster,
.€. a Natural disaster resulting in'damagde estimated at more than
0.6% ofi gress national income or more than €3 billion;

Ifa Member: or Accession State suffers from a neighbouring
country disaster and it caused damage of: the level offa major
disaster as defined above;

If-a Member or Accession State suffers a regional disaster, i.€. a
disaster that affects a major part of the population of a region.
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Scope of aid

Numbers of applications and'amount of aid in the years 2002-2006
by category of emergency.

Category of Applications | Applications | Applications | Amount of aid
emergency received approved rejected granted
(million Euro)

Major natural 961.3
disaster

Neighbouring 1.6

country

disaster

et | % | 23 | 8 | 1,084
L T A A im,

(1) Includes two cases which were withdrawn rather than rejected
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Scope of aid

Type of the Total
disaster
Flooding -

Earthquake -

Adverse
weather
Volcanic
eruption
1

Total | 41
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Scope of audit
Tihe Court sought te'answer the fellowing questions:

(@) Did the Fund provide a rapid response to the applicants; I.€.
statesior regions affected by a disaster?

(b) Was the aid granted efficiently?

(€) Was the Fund’s response to applicants flexible without
compromising therprinciple offeguitable treatment?

(d) Are applicants satisfied with the Fund?

Tihe audit was mainly: carried out through interviews, file
examination at the Commission and analysis ofi the data collected.

In addition, the Court carried out an electronic survey: by addressing

guestionnaires to the 37 applicants out of 41 in 17 states that had
sought aid from the Fund.
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Did the Fund provide a rapid response to the
applicants, 1.e. states or regions affected by a
disaster?

The Court’s examination of  the oeperation of the Eund'in 2002-2006
shows that the Fund does not provide a rapid response. On
average, the applicants had to' wait for 12 months after the disaster
to receive payment of the assistance.

Tihe delays are not related to'the category. or the nature ofithe
disaster, or to the origin ofithe application.

Tihe delays mainly: depend on the promptness of the national
authorities’ replies and on the quality of the information provided: in
each case by the applicants.
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Please indicate how the duration ...

6 %

17%

... of the decision process M Pasitively
for the aid granted by the B No effect
EUSF has affected the

implementation of remedial
measures

[ ] Negatively
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Was the aid granted efficiently?

Tihe existing number of stafiff managing the Fund at the
level off the Commission has proved to be efficient. In
addition, the total costs off managing the Eund were
found to: be very low in relation to: the aid granted.

17-18 March 2009, Kiev

13



SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Was the Fund's response to applicants
flexible without compromising the
principle of equitable treatment?

[ihere are no cases where the Fund showed a' lack: of;
flexibility: in its treatment of applications for aid. Without
guestioning the rejection of applications, there are a few.
cases Whichrillustrate a lack of clarity in the justification
of  the rejection of applications for regional disasters.
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Are applicants satisfied with
the Fund?

In general, how satisfied are you ...

... with the EUSF aid?

33% | M Satisfied
M Very satisfied

In this way the Fund has achieved its underlying objective, which is to
demonstrate solidarity with Member States in disaster situations.
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SPECIAL REPORT No 3/2008
The European Union Solidarity Fund: how
rapid, efficient and flexible is it?

Recommendations

In order to speed up the payment of the assistance, the Commission
should have procedures in place, before the end of 2008, to ensure
that an applicant state receives detailed guidance on the
reguirements of the application as'soon as possible, preferably
WiIthin one week of a state or region advising the Commission that
they will be seeking aid from the Fund.

In addition, the Commission should establish direct contact with the
body in the Member or Accession State responsible for preparing the
application torwarn them ofi the common Weaknesses in applications
received.
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SPECIAL REPORT No 3/2006

The European Commission Humanitarian Aid Response to
the Tsunami
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SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami
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On 26 December 2004, an earthquake off the west coast of Northern Sumatra triggered a massive
tsunami causing widespread destruction in many countries of the Indian Ocean, killing over 200,000
people. The international community responded generously with over €5 billion of humanitarian aid.

17-18 March 2009, Kiev 18



SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami

10 respond torhumanitarian crises, DG ECHO does not Implement
relief activities directly, but through partners which consist off NGOs
and international erganisations, including the United Nations and
the Red Cross. Eollowing the tsunami, DG'ECHO granted funding of;
€123 million of- humanitarian aid.
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SPECIAL REPORT No 3/2006

The European Commission Humanitarian Aid

Response to the Tsunami

Iihe main guestions addressed by this report are:

(@)
(b)

©

(d)

Was the Commission’s response to the tsunami sufficiently.
rapid and appropriate?
Were DG ECHO's actions' effectively: coordinated with those of

other' Commission Services, international organisations and
other countries?

Were DG ECHO'S monitoring and control procedures designed
0 ensure that projects implemented by: partners were relevant,
timely and efficiently. implemented?

Did projects implemented by DG ECHO's partners achieve thelr
expected results'and were short-term rehabilitation actions
adeguately sustainable?
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SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami

Audit approach

Tihe audit was based on'an examination ofi documentation, on
iInterviews and on-the-spot visits. The systems for managing,

monitoring and controlling aid were assessed and corroborated by.
VisSits to' partners and projects in:

Indonesia — €7 million: (Value ofi projects visited);
Sril Lankai— €8 million’ (Value of: prejects visited);

Prejects for on-the-spot Visits were selected according to criteria of
sector, location, amount, stage ofi Implementation and type of:
partner in order to obtain a reasonable overall picture.

17-18 March 2009, Kiev. 21



SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami

Was the Commission’s response to the tsunami sufficiently.
rapid and appropriate?

Commission procedures enabled a rapid response to' the tsunami,
granting €3 million the same day’ as the disaster, followed by a
further €20 million within five days. An additional €80 million' was

granted in February: 2005, fellowed by €20 million in' December
2005, making a total of €123 million.
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SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami

Were DG ECHO's actions effectively coordinated with those
of other Commission services, international organisations
and other countries?

DG ECHO supported the coordination role of the United Nations and
provided funding toraddress the lack ofi reliable and accurate
Information on needs. The arrival offa large number of humanitarian
organisations, often with large amounts of: private funding, added to
the difficulties off coordination, resulting infvariations in the'level and
guality’ of aid provided:. Regarding coordination withrother
Commission SErVICes, there has been good coordination toensure a
smooth link: between short-term relief efforts and longer-term
reconstruction:

However, in both Indonesia and Sri Lanka, coordination between DG
ECHO and the Civil' Protection was problematic.
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SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami

Were DG ECHO's monitoring and control procedures
designed to ensure that projects implemented by partners
were relevant, timely and efficiently implemented?

DG ECHO's system for monitoering and controlling projects; consists
off monitering visits offfield experts and desk officers, reports of;
partners, on-the-spot visits of the DG ECHO Einances and' Audit
Unit, checks' prior to final'payment and later external audits.
Procedures generally enabled projects to be modified to'meet
evolving needs. However, there s SCope to develop comparative
cost Information, to provide more details on organisational
drrangements and to quantify the achievement of project outputs.
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SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami

Did projects implemented by DG ECHO's partners achieve their
expected results and were short-term rehabilitation actions
adequately sustainable?

Projects managed by DG ECHO! partners contributed to) covering the basic
needs off the population in terms of shelter, food, water and sanitation,
health, psychosocial support, child and family: care and telecommunications.

The high'level of funding enabled DG ECHO to bridge the longer than
expected transitional phase between reliefand rehabilitation through quality,
INterventions and to fund rehabilitation: prejects with a development
orientation:

Hoewever, In terms of beneficiaries reached, the success off Commission
projects was sometimes less than initially: planned, mainly: due to inaccurate
NEeeds assessments. In particular, the water and sanitation component of a
UN agency. project in Aceh reached 100,000 people, representing only:' 5 %
ofi the originally-planned 2 million beneficiaries.
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SPECIAL REPORT No 3/2006
The European Commission Humanitarian Aid
Response to the Tsunami

Recommendations

Tihe Commission should consider: the role it could plary in helping affected
governments to:manage donor: coordination:more  effectively;

Tihe roles off DG ECHO and DG Environment (Civil Protection Mechanism) should be
clarified torensure a coherent approach;

A longer: timeframe for Emergency; operations should be considered in order: to
provide sufficient time for implementation;

DG ECHO should strengthen its monitoring system in order: torinclude written
feedback terpartners following: monitoringiVisits, the development of:comparative
cOSt Information, an explanation off the implementing arrangements and information
on What has been done wWhere;

The difficulties ofi access to documentation ofi projects implemented by UN agencies
should be taken into account in the context ofi the Financial'and Administrative
Framework Agreement (FAFA).

17-18 March 2009, Kiev 26



SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch

Iihe Parliament and the Council, during their discussions on the
previous tsunami report, requested the Court to report on the
subsequent ionger-term rehabilitation phase in the tsunami region,
to' which the Commission contributed some €300 million.

Iihe scope of the audit was extended to include also'the
Commission’s €250 million rehabilitation response to Hurricane
Mitch, which' struck Central America in October 1998.
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch
Audit addresses the following questions:

(@)Did the Commission adequately: identify: the rehabilitation needs; of;
those affected by disasters?

(b)Do CommissIon procedures ensure that aid'is implemented in a
timely. and' efficient manner?.

() Have projects achieved their expected results including satisfactory.
links with' short-term relief and longer-term development?
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch

Audit approach

Tihe audit was based on'an examination of: documentation, on
INterviews and on-the-spot visits. The systems for managding,
monitering and controlling  aid were assessed and corroborated by,
ViSIts to partners and projects in:

Nicaragua - €73.2 million (Value of projects visited)
Honduras - €73.7 million (Value ofi projects visited)
Indonesia - €61.8 million: (Value of projects visited)
SriflLlanka - €94.5 million (Value of: projects visited)

Projects for on-the-spot Visits were selected according to criteria of:
sector, location, amount, stage off implementation and type of
partner in order to obtain a reasonable overall picture.
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch

Did the Commission adequately identify the rehabilitation
needs of those affected by disasters?

FoIIowinP bothrHurricane Miteh and the tsunami, the' Commission developed

a rehabilitation strategy. in/less thanisix: months WhIch recognised the need

not only: te reconstruct damaged infrastructure, but alse te address longer-

’éerm development and the needs off those not directly affected by the
ISASLErS.

After Hurricane Mitch, the design process whichisubsequently translated the
rehabilitation strategy: into Specific projects was lengthy and'lasted four
years after the disaster.

In contrast, following the tsunami, the design process, carried out by.
International organisations through which the Commission channelled'its
funding, was more rapid, and designs for: major. projects were approved
within 8 ' months of the disaster: in' Indonesia and within 11 months in

Sri Lanka.
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch

Do Commission procedures ensure that aid is implemented
In a timely and efficient manner?

In Central America, following the lengthy: design' process after Hurrcane
Mitch, there were further delays in implementation due to difficulties in

finding satisfactory, contractors and identifying suitable' land.

The implementation of: the' Commission’s rehabilitation response has been
most rapid in Indonesia.

In SritlLlanka, in contrast, little has so far been achieved largely: due to the
renewal of: confilict.

Tihe Commission has not addressed all key'weaknesses in monitoring and
supervision ofi the efficiency. of rehabilitation aid. After both disasters, the
Commission did not ensure that clearly: quantified output targets were
developed for all' projects and that systems generated sufficient information
to monitor and demonstrate the efficiency. of implementation.
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch

Have projects achieved their expected results including

satisfactory links with short-term relief:and longer-term
development?

Many. usefulieutputshave been achieved. In €entral America, projects
completed withrCommission funding have included schools, houses, health

centres, sewage Works and drinking water: systems.

In Indenesia, outputs have included houses, roads, Schoolsiand community.
c?ntres. Price increases following both disasters have reduced the quantity,
Of outputs.

Tihe strong link with longer-term development enhances the prosSpects of;
sustainability, though project designs have not sufficiently identified sources
o) ginance to ensure activities continue to function When project financing
ends.
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch

@entral Indonesia Stitllanka
America follewing follewing
following qisunami Aisunami
HUurricane

Miteh

Identifying Timely strategy
needs incorporating wider
issues

Timely design with
beneficiary
participation

Implementing | Timely

aid implementation
Monitoring of
efficiency

Achievement Achieving useful

of results outputs
Link with
humanitarian relief
Link with longer-
term development
Prospects for
sustainability
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SPECIAL REPORT No 6/2008

European Commission Rehabilitation Aid
Following the Tsunami and Hurricane Mitch

Recommendations

The Commission'should continue to build'on its'approach adopted afterthe tsunami
which enables the rapid design of rehabilitation projects and involves beneficiaries in
order to'enhance ownership and sustainability.

In order to improve the supervision of funds, the Commission should continue its
efforts, in full cooperation with other donors, to improve the transparency of:Multi-
Donor Trust Fund reporting in Indonesia and should establish independent quality
review of project designs and acceptance of finished works for. United Nations
organisations managing EU funds in Sri Lanka.

The Commission should'ensure that comparative cost information is available to
monitor and demonstrate the efficiency of project implementation, and that clear
project targets are developed.

The Commission should better. anticipate significant price increases following natural
disasters in order to manage them, for example through increased use of community.
labour and/local resources.

Adequate visibility for the EU'should be ensured, particularly when projects are
implemented through international organisations.

Starting at the design phase of projects, the Commission should take appropriate and
timely action in order to ensure the sustainability of projects.
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Proposals; for
Matters for Discussion
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Matters for discussion

European Public Money: - two destinations of;
AUmanitarian aid:

Europe
Outside Eurepe

ACtIOnS Ini response to the disasters and which of them
to audit and how:

Systems off preparedness
Relief

Rehabilitation

Development Aid/Sustainability.
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Matters for discussion

What is the best time to audit relieff actions in order: to:
Not lese evidence;
not disturb.

How. te handle the difficulties with the audit off NGOs,
intermediaries and hon-State actors.

[ 1t IS pessible to establishi by, our Tiask Force:

common basic coordination reles oft SAIS” audits of disasters?.
and guidance for such audits?
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