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National Aid Co-ordinator

Minutes of the 3rd High Level Working Group Meeting

	1.
	Location: Bôrik Hotel, Bratislava

	2.
	Date: 26 November 2003

	3.
	Participants:

Mr Dirk Meganck, Director, Co-ordination of Financial Instruments, DG Enlargement, European Commission

Mr Michael Berrisford, Head of Audit Unit, DG Enlargement, European Commission

Ms Karin Gatt-Ruther, Financial Co-ordination Unit, DG Enlargement, European Commission

Ms Verena Wessely, Slovakia Team, DG Enlargement, European Commission
Mr Eric van der Linden, Ambassador and Head of Delegation of the European Commission in the SR

Mr Dieter Thiel, Head of Phare/ISPA Section, Delegation of the European Commission in the SR

Mr Jochen Schult, Head of Financial Section, Delegation of the European Commission in the SR

Mr Michel Doumont, Deputy, Phare/ISPA Section, Delegation of the European Commission in the SR

Mr Marek Madry, Financial Section, Delegation of the European Commission in the SR

Mr Ladislav Setnický, Director General, Section for European Affairs, Office of the Government of the SR

Mr Ivan Fecenko, Director, Aid Co-ordination Unit, Office of the Government of the SR

Mr Martin Orth, Monitoring and Evaluation Cell, Aid Co-ordination Unit, Office of the Government of the SR

Ms Jana Minarovičová, National Contact Point for Twinning, Aid Co-ordination Unit, Office of the Government of the SR

Mr Vladimír Tvaroška, National Authorising Officer and State Secretary, Ministry of Finance of the SR

Ms Mária Kompišová, Director General and Deputy NAO, Section for European Affairs, Ministry of Finance of the SR

Ms Ľubica Slimáková, Director, National Fund, Ministry of Finance of the SR

Ms Dana Dyčková, Director, Financial Control and Internal Audit Methodology Unit, Ministry of Finance of the SR

Ms Petra Pazerini, Head of Phare Unit, National Fund, Ministry of Finance of the SR

Ms Lýdia Mrvová, Head of Accounting Unit, National Fund, Ministry of Finance of the SR

Mr Mário Virčík, Counsellor to State Secretary, Ministry of Finance of the SR

Ms Mária Hrachovcová, Counsellor, Ministry of Finance of the SR

Mr Milan Gajdoš, Quality Assurance Manager, National Fund, Ministry of Finance of the SR

Ms Rozália Molnárová, President, Office for Public Procurement

Ms Zora Dobríková, Controller, EU Funds Control Department, Supreme Audit Office of the SR

Ms Silvia Czuczorová, PAO and Director, CFCU, Ministry of Finance of the SR

Mr Juraj Majtán, PAO and Director General, NADSME, Ministry of Economy of the SR

Mr Július Slovák, PAO and Director General, RDSA, Ministry of Construction and Regional Development of the SR

Ms Zuzana Andrássy, Director, Control Department, RDSA, Ministry of Construction and Regional Development of the SR

Mr Michal Brandejs, Engagement Partner, Deloitte and Touche

Mr Maxime Bureau, Senior Manager, Deloitte and Touche

Mr Daniel Šalamún, Audit Manager, Deloitte and Touche

Ms Erika Sabová, Manager, Deloitte and Touche

	4.
	Minutes written up by: Mr Martin Orth, Aid Co-ordination Unit, Office of the Government of the SR

	5.
	Minutes approved by: HLWG members by written procedure


Agenda of the Meeting

1. Introduction

1.1 Objectives of the HLWG

2. NAO's Presentation on Phare EDIS Application

3. Compliance Assessment

3.1 Auditors' Presentation on Findings of the EDIS Stage III

3.2 Action Plans for EDIS Compliance Assessment

4. Organisation and Methodology of the EDIS Stage IV – Verification Audit

The High Level Working Group (HLWG) meeting was co-chaired by Mr Dirk Meganck on behalf of the European Commission and Mr Vladimír Tvaroška, National Authorising Officer (NAO), on behalf of the Slovak Government.

The above-mentioned agenda was adopted.

Ad 1) Introduction

Mr Setnický opened the HLWG meeting and welcomed its participants on behalf of the National Aid Co-ordinator (NAC) who could not attend the meeting because of his governmental duties.

Ad 1.1) Objectives of the HLWG

The HLWG was established last year as an interim body between the European Commission and the Slovak Republic in order to screen Slovakia's preparation for the Phare Extended Decentralised Implementation System (EDIS). Passing through Stage III of EDIS implementation (Compliance Assessment), Slovakia is right before an EDIS accreditation request submission. It was agreed that the 3rd HLWG meeting would be held before the request is submitted. The meeting's objective was to provide the European Commission representatives with the information on Slovakia’s preparedness for EDIS Stage IV (Verification Audit). 

HLWG recognised that the deadline for the EDIS accreditation request submission (1 October 2003), as set by the Commission, had not been met.
Slovak representatives presented information concerning Slovak Government Decree No. 1103 of 19 November 2003 on Transfer of competencies from the European Commission to the competent national authorities within the EDIS framework.

It was underlined that the meeting was the last opportunity to discuss Slovakia's preparation for EDIS before the accreditation is submitted. Quality should be the most important element in EDIS preparation, as an eventual negative opinion to EDIS accreditation request would bring about further considerable delays. 

The European Commission also informed that Stage IV (Verification Audit) would not be carried out in case of EDIS ISPA. Detailed assessment of Structural and Cohesion Funds' implementation structures and procedures will be, however, conducted in the year 2004. In this respect, the Commission representatives underlined the importance of preparation for EDIS also for the management of the Cohesion and Structural Funds. 

The NAO appreciated the possibility to discuss the progress Slovak implementing authorities made in EDIS implementation. He invited the European Commission to present their comments including the critical ones that will enable to make any necessary improvements. He also informed that the accreditation package had been prepared and following the discussion and outcomes of the HLWG meeting an appropriate date for submission of the EDIS accreditation request will be decided.

Ad 2) NAO’s Presentation on Phare EDIS Application

The NAO made a Power Point presentation on Phare EDIS Application covering following points: 1. Institutional set-up; 2. Organigrams of Phare management institutions; 3. Contracting procedures; 4. Payment and accounting procedures; 5. Monitoring and evaluation; 6. Internal audit; 7. Public internal financial control; 8. Implementation of the roadmap stages; 9. Procurement – transition from PRAG to EU directives.

Ad 3) Compliance Assessment

EDIS Stage III (Compliance Assessment), carried out by Deloitte & Touche, was finalised on            27 October 2003.

Ad 3.1) Auditors' Presentation on Findings of the EDIS Stage III

Mr Brandejs from Deloitte & Touche made a Power Point presentation on EDIS Stage III. He pointed out that certain procedures had been not performed at the time of Compliance Assessment as they had been established only recently as a result of Stage I and II (e.g. risk assessment, staff evaluation, training plan implementation). 

Individual findings were classified into three categories according to their importance for EDIS (major, immediate and minor). Minimum criteria and conditions for EDIS were presented in relation to these findings. Mr Brandejs informed that no major findings blocking submission of EDIS accreditation request had been identified. However, he pointed out that at the time of Stage III the decision on taking-over the ECD (Financial Section) ex-ante approval responsibilities, notably with regards to the verification and endorsement of tender documentation and procurement, had been not made.

Ad 3.2) Action Plans for EDIS Compliance Assessment

The NAO briefly informed about the Action Plans that had been elaborated by individual implementing authorities (NF, CFCU, RDSA, NADSME and ACU). The Action Plans assign responsibility, record deadlines and describe procedures for individual findings elimination (recommendations fulfilment). The NAO underlined that all findings as identified by the Compliance Assessment were solvable and, thus, should not block the EDIS accreditation.

Discussion to agenda points number two and three took place. Among those issues that deserve particular mention are:

· As a general point, the Commission stressed the necessity of having all required bodies and structures functioning and in place by the time of the audit. This should also include clear description of who is responsible for what. For example, a decision to create certain bodies would not be sufficient. The same applies for personnel for which training would have to be completed prior to the envisaged on-the-spot audit. Here again, action plans foreseeing future training would not be enough, since conditional accreditation cannot be granted.

· The Commission representatives claimed that the ex-ante approval issue, unsolved by the Compliance Assessment Report cut-off date, should have been classified as a major finding and not as an intermediate one. The Slovak officials underlined that the issue had been already solved by means of above-mention Government Decree No. 1103.

· The Commission explained that waiving the ex-ante approval over tendering and contracting lies at the heart of the EDIS Decision and that, hence, all related structures, procedures, etc. would have to be ready. Equally, the question of who takes the full responsibility over an action would have to be clarified. Non-compliance with these requirements would constitute a blocking finding.

· Certain bodies still need to be established (Ex-ante Approval Units at the Implementing Agencies and Public Procurement Supervision Unit at the National Fund) and procedures to be developed concerning the transfer of competencies from the European Commission to the national authorities within the EDIS framework. Governing Decree No. 1103 sets a deadline 31 December 2003 in this respect. Programme Authorising Officers (PAO) will sign contracts and bear full responsibility for financial, contractual and operational aspects. Supervisory body at the Implementing Agencies (Ex-ante Approval Unit) and National Fund (Public Procurement Supervision Unit) will assist the PAO and NAO in this respect.

· The European Commission pointed out that the National Fund had got a negative opinion during ISPA Compliance Assessment. They inquired if ISPA National Fund and Phare National Fund are so different to receive different opinions. Given that DG ELARG's audit would not be in a position to ignore the negative Compliance Assessment Report for ISPA, the Commission requested the Slovak Government to formally provide an explanation in advance of the audit as to why it estimates the situation for Phare to be different. Making comparison with EDIS ISPA, the Slovak representatives claimed that the ex-ante approval issue had been not mentioned in the ISPA Compliance Assessment Report of National Fund. This specific issue is not mentioned among the minimal criteria for EDIS as issued by the Commission.

· Slovak officials provided the HLWG with some updated information not matching the Action Plans with the cut-off date 11 November 2003. It was therefore agreed that the Action Plans would be also updated before the EDIS accreditation request is submitted to the Commission. Against this background, the European Commission is to be further informed about EDIS on a regular basis via the Phare Steering Committee meeting minutes. The Commission Delegation representatives, as observers, also attend the EDIS Phare Steering Committee meetings.

· Commission Delegation representatives mentioned that substantial interventions to tendering files still had to be made from their side despite all the procedures developed under EDIS preparation. This, together with implementing agencies' Phare FM 2001 contracting performance, should serve as an indicator of Slovak implementing structures' preparedness to manage tendering and contracting matters without Commission Delegation.  

· Issue of adequate monitoring and evaluation (M&E) capacities was raised as there are two employees working for the M&E Cell at the Aid Co-ordination Unit (ACU). The ACU representatives informed that the M&E Cell is responsible for coordination and methodological matters. The Phare and Transition Facility Division at the ACU carries out actual project monitoring while external experts (evaluators) execute interim evaluation. This should also prevent any conflict of interests between M&E functions. The ACU representatives suggested the European Commission to follow the indicators for measuring performance of accountable M&E in the Slovak Republic as defined in the Action Plan for Phare and Transition Facility M&E. One of them requires positive assessment of the sectoral monitoring report quality issued by ACU as validated by the European Commission (Delegation). Against this background, information on improving quality of sectoral monitoring reports issued by the ACU as validated by the Commission Delegation was provided. The Commission Delegation confirmed the information, however, noticed that adequate on-the-spot monitoring was not ensured for investment projects.

· Commission representatives recalled that due to the failure to meet the deadline for EDIS accreditation request submission (1 October 2003) it cannot be guaranteed that accreditation would be granted until Slovakia's accession to the EU (1 May 2004). Moreover, the Commission invited the NAO not to submit the request prematurely under the time pressure. Quality of EDIS preparedness must be respected, as a possible negative opinion would further delay the EDIS implementation. However, it is fully up to the NAO to assess Slovakia' s preparedness for Phare EDIS and decide on accreditation request submission. The NAO should also take into his consideration Compliance Assessment opinion but should not fully rely on it.

· The Commission recalled that it would make its own independent weighting of the findings, regardless of the Compliance Assessment auditor's opinion.

· Due to the failure to meet the EDIS accreditation request submission deadline and cumulation of requests from other accession countries the Commission cannot state the exact timing and duration of Verification Audit. The order in which individual requests are submitted will be respected.

Ad 4) Organisation and Methodology of the EDIS Stage IV – Verification Audit

Mr Berrisford briefly informed about EDIS Stage IV – Verification Audit.

The NAO thanked to the Commission representatives for their useful opinions. The HLWG discussion and conclusions will be analysed, additional measures will be taken where appropriate and the EDIS accreditation request submission date will be scheduled accordingly.  
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