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EXECUTIVE SUMMARY

l. Myanmar/Burma was experiencing major and difficult political and economic
transition during the period audited. Factors such as natural disasters, ethnic conflicts and

the limited capacity of local actors and authorities were hampering development efforts.

Il.  We examined whether EU support to Myanmar/Burma had been effective. To this end,
the audit addressed whether the European External Action Service (EEAS) and the
Commission supported well established development priorities. It also assessed the
Commission’s management of EU development aid and asked whether EU development
support had achieved its objectives. The audit focused on expenditure committed to from
2012 to 2016 under the Development Cooperation Instrument (DCI), following the
establishment of a civilian government in 2011. In total, the EU has allocated almost one

billion euro for the 2012-2020 period.

Ill. We concluded that EU development support to the country had been partially effective.
The EU played an important leading role in supporting development priorities, and allocated
significant funding to the country. In a difficult context, where the institutional set-up,
progress with the peace process and pace of reforms were uncertain, the EU responded
actively to the country’s needs. However, we report on shortcomings in the Commission’s

assessment of needs and in the implementation of EU assistance.

IV. The Commission’s decision to focus on four sectors was not in line with the 2011
Agenda for Change, and the EU Delegation’s capacity to cope with the heavy workload was
not assessed. The Commission did not sufficiently assess the geographical priorities within
the country. Domestic revenue mobilisation did not figure in the consideration of priorities,
even though it is a key factor for Myanmar’s development. Joint programming by the EU and
individual Member States under the 2014-2016 Joint Programming Strategy was a positive

step.

V. Management of EU development aid was generally satisfactory. The actions addressed
the country’s development priorities but there were delays. The Commission’s choice of aid

modality was reasonable. However, the justification for the amount of funding allocated to



each sector and action was not documented. Implementation was also delayed because the

2016 Annual Action Programme (AAP) had never been adopted.

VI. Implementation of the UN-managed Trust Fund programmes was affected by delays and
slow budget absorption for programme activities. These Funds have accumulated large cash

balances but the Commission has not ensured that interest earned on the EU contribution is

retained for the actions being funded. Cost-control provisions in the EU-UN contracts had

little impact.

VII. Over the 2012-2016 period the Commission used the crisis declaration provisions widely
to contract directly with implementing partners. The removal of the requirement for calls for
proposals reduced the transparency of the selection procedure and risked having an adverse

effect on the cost-effectiveness of projects.

VIII. The degree to which results were achieved under the projects audited varied. Only half
of the projects audited delivered the planned outputs, mainly because of implementation
delays. The outcomes and sustainability of the results could not be assessed for almost half
of the projects audited because of the delayed implementation of programme activities.
Weaknesses were also noted with regard to the quality of project indicators and project

monitoring.

IX. On the basis of the observations in this report, the Court formulates a number of
recommendations designed to improve the management of the development aid to

Myanmar/Burma. The EEAS/Commission are asked to:

better focus the areas of support in order to increase the impact of the aid;
e strengthen coordination with DG ECHO;

e justify and document the allocation of funding to sectors and for actions;

e enhance the cost-effectiveness of multi donor actions;

e improve project management and ensure that EU actions have more visibility.



INTRODUCTION

1. Following several decades of authoritarian rule, Myanmar/Burma has been undergoing
political and economic transition under a civilian government that took office in March 2011.
The government has launched a series of reforms designed to change the country’s political,

democratic and socio-economic situation.

2. Asregards the country’s economic situation, its GDP grew at an average annual rate of
7.5 %". The workforce is young and the country is rich in natural resources, such as gas,
timber, gold and gemstones. Bordering the markets of the two most populous countries in

the world, China and India, the country is enjoying a significant increase in direct investment.

3. The population comprises numerous ethnic groups, some of which are embroiled in
long-running civil wars. Inter-ethnic and inter-religious tensions persist. The government has
signed a Nationwide Ceasefire Agreement with some ethnic armies but the peace process is
progressing slowly. Ethnic tensions prevail in states with non-Bamar ethnic groups,
particularly in the border regions of the Shan, Kachin and Rakhine States (see map in

Annex |).

4. In 2016 and 2017 there were renewed outbreaks of violence against the Muslim
Rohingya minority in the state of Rakhine (see map in Annex I), a people effectively rendered
stateless when the 1982 Burmese Citizenship Law came into force. Recurrent violence

exacerbates the conflict and hinders humanitarian and development efforts in the region.

5. In order to encourage the reform process, in April 2012 the EU suspended the sanctions
imposed on the government and by 2013 had lifted all but the arms embargo. The EU also

opened an office in Yangon, which became a fully-fledged EU Delegation in 2013.

6. The Council Conclusions of 22 July 2013 on the Comprehensive Framework for the EU's
policy and support to Myanmar/Burma frame the bilateral relations. The strategic objectives

of this Framework are to (1) support peace and national reconciliation, (2) assist in building a

! World Bank data, 2012-2016.



functioning democracy, (3) foster development and trade, and (4) support the re-integration

of Myanmar into the international community.

7. An EU-Myanmar/Burma Task Force meeting was held in November 2013 to present to
the government the tools and instruments the EU has at its disposal to support
democratisation. Chaired by former EU High Representative Catherine Ashton and one of
the country’s Ministers of the President's Office U Soe Thane, a series of forums were held
to deepen the bilateral relationship in a number of areas, including development assistance,

civil society, the peace process, and trade and investment.

8. The Task Force meeting was followed by EU-Myanmar Human Rights Dialogues, which
explored how EU assistance could support efforts to foster human rights, democratic
governance and the rule of law on the ground. The EU offered to support the Myanmar
government in ratifying international human rights conventions and instruments. The EU
also deployed an Election Observation Mission to observe the general election on

8 November 2015.

9. The EU has allocated more than one billion euro for the 2007-2020 period (see Table 1),

mainly under bilateral, regional and thematic instruments.

Table 1 - EU Assistance allocated to Myanmar/Burma for the years 2007-2020

(million euro)
Special
pecia Total Total
Package
Source 2007-2011 2012-2013 2012-2013 2007-2013 2014-2020 2007-2020
Development Cooperation Instrument
Bilateral envelope 320 93.0 125.0 688.0 813.0
Thematic programmes 43.9 7.7 34.0 85.6 20.6 * 106.2
Regional programmes 17.0 3.8 20.0 40.8 359 * 76.7
Other Instruments (IfS, EIDHR, ICl+) 2.2 28.9 37 34.8 1.8 36.6
Total 95.1 404 150.7 286.2 746.3 1032.5
* Funding allocation up to 2017.

Source: 2007-2013 and 2014-2020 Multiannual Indicative Programmes (MIPs) and 2007-2015 Annual
Action Programmes (AAPs).

2 Funding instruments can be country-based (bilateral), regional or have a specific thematic focus.




10. Under the 2007-2013 Multiannual Indicative Programme (MIP) the EU provided bilateral
funding for two focal sectors, i.e. education and health. Thematic instruments and regional

funding focused mainly on the Food Security and Aid to Uprooted People programmes.

11. In 2012, in order to keep up the momentum of the reforms, the EU provided further
support to the country under a “Special Package” amounting to 150 million euro. Given this
funding, bilateral support was broadened to cover two more focal sectors, i.e. peacebuilding

and trade.

12. Under the 2014-2020 MIP, bilateral funding totalling 688 million euro has been
allocated to four focal sectors: rural development, education, governance and
peacebuilding. Together with assistance to the country under thematic and regional
programmes and instruments, EU funding for the country over the seven-year period comes

to 746.3 million euro. The funding allocated to each sector for the period 2007-2020 is set

outin Figure 1.



Figure 1 - Allocation of bilateral, regional and thematic funding to each sector under DCI

(in million euro)
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13. The funds were implemented using both the direct and indirect management modes.?
In 2016 the EU channelled 63 %* of funding to the country under indirect management,
mostly through UN-agencies. The following Trust Funds were involved: the Livelihoods and
Food Security Trust Fund (LIFT), the Quality Basic Education Programme (QBEP), the Three
Millennium Development Goals Fund (3MDG) and the Joint Peace Fund (JPF). The
percentage of the EU’s contributions to the Funds ranged between 11 % and 37 % (see
details in Annex Il). Direct management expenditure, consisting primarily of grants,

accounted for 37 % of the overall portfolio.

14. The country has received support from many donors. Over the 2012-2016 period donor
commitments from all sources totalled over 8 billion USD. In addition to the aid from the EU,
the country received commitments from Japan (3.3 billion USD), the World Bank (1 billion

USD), the UK (593 million USD) and the US (477 million USD)>.

AUDIT SCOPE AND APPROACH

15. The audit examined whether EU support to Myanmar/Burma was effective by

addressing the following three questions:

(a) Did the European External Action Service (EEAS) and the Commission support well

established development priorities?

(b) Did the Commission manage EU development aid well?

(c) Did the EU’s development support achieve its objectives?

Under direct management the European Commission is in charge of all EU budget
implementation tasks, which are performed directly by its departments either at its
headquarters or in the EU Delegations. Under indirect management the Commission entrusts
budget implementation tasks to international organisations, the development agencies of EU
Member States, partner countries or other bodies.

Out of 438 million euro for all contracts (Source: 2016 External Assistance Management Report).

Ministry of Planning and Finance, Foreign Economic Relations Department,
https://mohinga.info/en/dashboard/location/.
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16. The audit covered expenditure committed to over the 2012-2016 period and financed
under the DCI. We examined 20 projects - 11 projects under the indirect management mode
(of which 10 were managed by Trust Funds® and one was implemented by a Member State
Agency’), and nine projects under direct management®. The details of the projects audited

are provided in Annex lll.

17. The audit work involved a desk review of documentary evidence, such as programming
documents and monitoring and evaluation reports. It included a mission on the spot and
interviews with staff from the Directorate-General for International Cooperation and
Development (DG DEVCO), the EEAS, the EU Delegation and the Directorate-General for
European Civil Protection and Humanitarian Aid Operations (DG ECHO), as well as
representatives of EU Member States to Myanmar/Burma, other donors, and implementing
partners. Other bodies’ audit, verification? and Results-Oriented Monitoring (ROM) reports

were also taken into account.

OBSERVATIONS

Despite certain weaknesses, the EU played a leading role in supporting established

development priorities

18. In order to answer the first audit question (see paragraph 15), we assessed whether the
EEAS and the Commission had addressed the country’s needs. We also assessed whether the
Commission’s development priorities were sufficiently focused and whether it had

coordinated them with other donors.

6 Projects 1 to 10.
7 Project 11.
8 Projects 12 to 20.

Commission’s audit performed on UN-agencies.
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The EEAS and the Commission addressed the country’s needs

19. The EEAS and the Commission responded rapidly to the political changes in the country.
They initiated human rights dialogue, deployed an Election Observation Mission and
engaged in the peace process. The EU Delegation to Myanmar/Burma was set up in 2013.
Despite the new structure of the EU Delegation and the local challenges encountered, the
EEAS and the Commission established an early and active policy dialogue with the national

authorities and ensured that extensive knowledge-gathering was carried out.

20. The government of Myanmar/Burma has not agreed a national plan for the country’s
development. The needs of the country were extensive and covered many areas, including
peace, education, health, agricultural development, governance and institutional capacity.
The choice of sectors to be supported was determined in consultation with stakeholders,
and the government considered that this tied in with its general development priorities. The

EU has allocated significant funding to the country to support development priorities (see

paragraph 9).

The choice of development priorities was not sufficiently focused

21. Within the framework of the MIPs for Myanmar/Burma, the EEAS and the Commission
specified the development priorities and funding allocations. Programming had to be in line
with global EU development-policy priorities and implement the 2011 Agenda for Change™.
It also had to ensure coherence and complementarity between the various donors and

alignment with government priorities.

22. The primary objective of the 2011 Agenda for Change was to significantly increase the
impact and effectiveness of EU development policy. It called for EU involvement in a
maximum of three focal sectors, so as to increase the impact and leverage of its assistance.
The Commission decision to increase the number of focal sectors from two to four (see

paragraphs 10 to 12) was not clearly justified in accordance with the Commission’s own

1 The primary objective of the Agenda for Change, adopted in 2011, is to significantly increase the

impact and effectiveness of EU development policy. See
https://ec.europa.eu/europeaid/policies/european-development-policy/agenda-change en.
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operating guidelines, and did not take account of the EU Delegation’s capacity to cope with

such a large development portfolio in a complex working environment.

23. Furthermore, the Commission did not sufficiently assess geographical priorities in terms
of regions. For example, the first study on Rakhine state’s specific needs (see paragraph 4)
was not carried out until 2017. Such prioritisation could have increased the impact of EU

support.

24. The generation of government revenue from tax or non-tax sources is a crucial factor in
sustainable development, particularly in a country rich in natural resources (see
paragraph 2). However, domestic revenue mobilisation was not given due consideration in

determining the priorities, even though it is key to Myanmar’s development.

The level of coordination varied

25. Once the civilian government came to power in Myanmar/Burma there was a rapid
influx of donors with funds for development (see paragraph 14). The country’s government
and the development partners had regular meetings and exchanges of information to ensure
donor coordination. Their meetings served to improve development aid coherence and

effectiveness. The EU took an active part in the cooperation fora.

26. The EU and its Member States set up the 2014-2016 Joint Programming Strategy to
promote aid effectiveness. Joint Programming was achieved in spite of the absence of a
national development plan and was one of the first such examples worldwide. Even though
aid-effectiveness gains were modest in terms of reducing aid fragmentation, the joint

programming process brought about improved transparency, predictability and visibility.

27. However, coordination between DG ECHO and DG DEVCO was inadequate.
Humanitarian aid is much needed in certain regions of Myanmar/Burma, particularly in the
states of Rakhine and Kachin. Between 2012 and 2016 the European Commission, through
DG ECHO, provided some 95 million euro to relief programmes for food security and to assist
victims of conflict. Even though both Commission DGs were active in the country, EU
humanitarian interventions were not taken into account sufficiently when programmes were

formulated. There was also no joint implementation plan linking relief, rehabilitation and
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development (LRRD). There were examples of cooperation in the spheres of humanitarian

and development aid, but they constituted the exception rather than the rule.

28. Moreover, DG ECHO was not included in the 2014-2016 Joint Programming Strategy
defined by the Commission and the Member States (paragraph 26). This was a missed
opportunity to improve coordination, given that humanitarian assistance is expected in
areas of protracted crisis, which is the case with some of the country’s regions. A procedure
for exchange of information between DG DEVCO and DG ECHO was not formalised until

September 2016.

The Commission’s management of EU development aid was generally satisfactory but was

affected by delays and shortcomings

29. In order to answer the second audit question (see paragraph 15) we assessed whether
the Commission had identified and implemented the actions well and selected the
appropriate aid modality. We also assessed whether the Commission had coordinated the

actions with other donors, and the actions had been monitored properly.

Actions were relevant but there were setbacks

30. Under each MIP the Commission adopts financing decisions, i.e. Annual Action
Programmes (AAPs), that define the actions, aid modality and total amount of funding for
each action. The actions selected were in line with the priorities determined. However,
although the focal sectors and the actions supported were in line with government priorities
(see paragraph 20), the Commission did not document the determination of the amount of

funding, both for each sector under the MIP and for each action under the AAPs.

31. The 2016 AAP was not adopted, as some Member States were not supportive of the
approach proposed prior to a meeting of the Development Cooperation Instrument (DCI)
Committee. The Commission decided to withdraw the proposal. The non-adoption of the
2016 AAP caused considerable delays in implementing the planned actions, as the
implementation of 163 million euro under the MIP for 2016 was postponed. Of the total
allocation of almost one billion euro for the 2012-2020 period (see Table 1), the amounts

committed up to April 2017 accounted for 380.7 million euro.
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32. The operational criteria considered when the aid modalities were selected and the
Implementation Plan was developed were the “future workload of the Delegation” and
assuring “a mix of aid modalities”. None of the AAPs reviewed included the criterion of cost-
effectiveness of the activities funded. Nevertheless, given the options at hand, the

Commission’s choice of aid modalities was reasonable.

33. More than half of the amounts committed were allocated under the indirect
management mode, and channelled mostly through UN-managed Trust Funds (see
paragraph 13). This allowed the Commission to work in close cooperation with other donors
and be involved in large-scale development actions. This aid modality alleviated the burden

on Commission staff, as the UN was primarily responsible for managing the Funds.

Implementation by the Trust Funds was affected by delays in committing and disbursing

funds

34. The Commission committed and disbursed funds to the Trust Funds quickly, but
implementation of the UN-managed Trust Fund programmes was affected by delays and
slow budget absorption for programme activities. The amounts disbursed for programme
activities from LIFT accounted for just 53 % of the contributions to the Fund (with duration
2012-2018), and in the case of 3MDG just 68 % (with duration 2012-2017). Even though the
JPF was set up in December 2015, only 3 % of the funding contributed had been paid out in

programme activities™.

35. Due to the slow implementation of programme activities the cash balances of the UN-
managed Trust Funds were sizeable. In the case of LIFT, 3MDG and the JPF, they amounted
to 74 million USD, 54 million USD and 18 million USD™, respectively™.

1 Asat 31 January 2017 for LIFT, 1 November 2016 for 3MDG and 28 February 2017 for the JPF.
Dates vary due to different reporting cycles.

12 See above.

13 UNICEF could not provide certified cash flow statements for the QBEP.
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36. The contractual provisions signed between the EU and UNOPS, the UN agency that
manages three of the four Trust Funds in Myanmar/Burma, allow the latter to retain the
interest earned on funds advanced by the Commission. The Commission does not require

UNOPS to allocate the interest earned to programme activities.

Cost-control provisions in EU-UN contracts had little impact

37. The contractual provisions governing EU funding paid into UN Multi Donor Trust Funds
are set out in contribution agreements. These outline the financial commitments of both
parties. A specific clause in these contribution agreements states that indirect costs should
be limited to 7 % of direct eligible costs incurred by the Funds. As the UN manages the
Funds, cost-control is primarily its responsibility. However, the Commission also has an
obligation to ensure cost-effectiveness as regards EU contributions. One of the ways it tries

to ensure this is by means of verification checks it carries out on the Funds.

38. During these checks the verifiers examine the eligibility of the costs submitted by the
Trust Funds. In accordance with the agreement reached between the parties, if expenditure
is found to be ineligible for EU funding, it will not be disallowed but will be borne by other
donors, when sufficient funds are available. This is the so-called “notional approach”. We
encountered instances where verifications on behalf of the Commission had detected

ineligible costs and the notional approach was applied (see Box 1).

Box 1 - Examples of the application of the notional approach

LIFT

In 2012 a verification check by the Commission detected ineligible costs of 7.35 million euro,
comprised mainly of advances and loans, incorrectly reported as expenditure. By applying the
notional approach the total ineligible expenditure was reduced to 2.44 million euro, as the Trust
Fund management reported that sufficient funds were available from other donors to cover 4.91
million euro of the costs determined by the Commission to be ineligible. Subsequently, most of the
remaining 2.44 million euro was offset by the Commission against further payments to LIFT, and

eventually a balance of 0.35 million euro was recovered from UNOPS.
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3MDG / 3DF

In 2012 the Three Diseases Fund (3DF) ceased its activities and 3MDG took over. A verification
exercise carried out in 2015 on the Three Diseases Fund (3DF) reported ineligible indirect costs of
640 000 USD. The specified ceiling for indirect costs of 7 % of direct eligible costs specified in the
contribution agreement had been exceeded by this amount. When the Fund management was
notified of this it informed the Commission that the sum had been covered by funds from other

donors.

39. The examples above illustrate the limited extent to which the Commission can exercise
control over the cost-effectiveness of the Funds. In most cases costs which are found to be
ineligible by the Commission will be met by other donors. Thus, the findings of the
verification checks will have little or no impact on the cost-effectiveness of the Funds. This is
also the situation for indirect costs, in the absence of agreement among the donors on the

application of an appropriate percentage rate.

40. In cases where a donor is also an implementing partner in a multi-donor action, such as

in the QBEP (see Annex Il and Box 2), there is a significant risk that indirect costs exceeding

the 7 % agreed with the EU will be allocated to the implementing partner itself or to other

donors.

Box 2 - Example of high indirect costs

In the case of the QBEP, indirect costs were twice as high as provided in EU-UN contracts: in addition
to the 7 % indirect costs included in the QBEP general budget, a further 7 % was included in the sub-
grant budget for projects implemented via International Non-Governmental Organisations (NGOs).
The costs paid under these sub-grants are allocated to non-EU funding sources. Nevertheless, the
overall cost-effectiveness of an action is diminished by the double charging of indirect costs,

irrespective of the funding source to which the costs are assigned.

Crisis contract procedures were applied too broadly

41. The Commission decided on all directly managed projects, including their scope and
budget, and was able to monitor progress closely throughout the lifespan of a project. Tools
such as the ROM exercise were used to assist the Commission in its management. The

Commission was also in a position to take action during the course of a project. However,
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both the setting-up of projects and their monitoring are demanding, time-consuming
activities, especially when they are numerous and spread across wide areas that are difficult

to access. The Commission therefore aimed to fund large projects.

42. Over the 2012-2016 period the Commission used the crisis-declaration® provisions to
contract directly with implementing partners without any need for calls for proposals. Use of
the crisis declaration meant that there was “imminent or immediate danger threatening to
escalate into armed conflict”, and grants and procurement contracts could be negotiated
without engaging in a call for proposals or tenders™. Initially, the crisis declaration applied
solely to the ethnic states of Chin, Kachin, Kayah, Kayin, Mon, Shan and Rakhine and in the
Tanintharyi Division (see map in Annex I). In 2014 the Commission extended the crisis
declaration to all contracts “supporting peace and state-building goals in Myanmar” and
renewed it each year. The crisis declaration was understandable for the areas directly
affected by conflict but less so for peaceful areas. The removal of the requirement for calls
for proposals reduced the transparency of the selection procedure and risked having an

adverse effect on the cost-effectiveness of projects.

43. Although the Commission has itself invoked the crisis declaration since 2012, it only
informed the implementing partners of the possibility of applying flexible procedures in
2015 and 2016, and not in 2013 and 2014. While the Commission awarded grants directly, it
required the implementing partners to apply contractual procurement procedures in 2013

and 2014, even in the ethnic states.

14 Article 190(2) of Commission Delegated Regulation (EU) No 1268/2012 of 29 October 2012 on

the rules of application of Regulation (EU, Euratom) No 966/2012 of the European Parliament

and of the Council on the financial rules applicable to the general budget of the Union (OJ L 362,

31.12.2012, p. 1).
1> As defined in Article 128 of the Financial Regulation No 966/2012, Article 190(2) of Commission
Delegated Regulation No 1268/2012 of 29 October 2012 on grants, Article 190 of the Financial
Regulation No 966/2012, Article 266(1)(a) of Commission Regulation No 1268/2012 on services,
Article 190 of the Financial Regulation No 966/2012, Article 268(1)(a) of Commission Regulation
No 1268/2012 on supplies, Article 190 of the Financial Regulation No 966/2012 , Article
270(1)(a) of Commission Regulation No 1268/2012 on works.
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The risk of double funding was not sufficiently mitigated

44. When assessing the Commission’s management of development assistance we found

that the risk of double funding was in some cases significant but not mitigated (see Box 3).

Box 3 - Examples of risks of double funding

The 3MDG Fund covers three components: (1) Maternal, New-born and Child Health;

(2) Tuberculosis, Malaria and HIV/AIDS; (3) Systems Support. Component 2 is also covered by the
Global Fund, which is based in Geneva, Switzerland, operates worldwide, including in
Myanmar/Burma, is co-funded by the EU, and managed by UNOPS. The 3MDG funding for
Component 2 is specifically intended to complement that provided by the Global Fund in
Myanmar/Burma, and to fill any gaps. However, there was no comprehensive assessment of the gaps
and overlaps between the two Funds®®. No details concerning both Funds’ areas of intervention and
their budgets have been presented to either the 3MDG Fund Board or the Commission. Mitigation

measures to address the risk of double funding were not taken.

In another case one local NGO received EU support for capacity building from four different EU-

funded sources in the absence of any assessment of possible funding overlaps.

45. In addition, two of the projects audited revealed weak coordination with other donors

at the implementation level (see Box 4).

Box 4 - Examples of missed opportunities in terms of coordination

In 2012 the World Bank committed more than 80 million USD to a “National Community Driven
Development (CDD) Program”. This programme was implemented through various government

development structures, including township authorities.

®  For the biggest project under this component the initial analysis in 2013 indicated that this

action would require a budget of USD 0.7 million, noting that the Global Fund was already
supporting it to approximately USD 12.7 million. Nevertheless, in 2014 the action was granted
USD 11.4 million, a figure that rose to USD 13 million in 2015, but there was no explanation as
to why the needs had increased so significantly.
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In one region, the EU funded a project for five million euro that included a CDD component. A
monitoring report noted that the initiatives had been implemented through the same stakeholders
at township level. This created parallel structures and serious overlaps, albeit that the communities

benefited from additional investment in their infrastructure.

In another region, the EU funded a project for seven million euro that also included a CDD
component. The monitoring report pointed to a lack of sector coordination and the risk of overlaps in

this case as well.

There were weaknesses in the monitoring of EU-funded actions and visibility was low

46. The Commission’s actions were monitored, reported and evaluated via project
reporting, field visits, ROM reports, evaluations and audits. Monitoring improved in the

years after the EU Delegation had been set up, but there were still weaknesses.

47. It was impossible to assess whether the outputs and outcomes set at the level of an AAP
had been attained, for two reasons: some of the AAPs examined did not have output or
outcome indicators to allow the actions to be assessed; even where indicators were
available, there were no aggregated data on the outputs and outcomes of the various

actions carried out in each intervention sector under the AAPs.

48. Some of the AAPs call for a performance-monitoring committee to be set up for the
actions funded. In the cases audited this committee had either not been set up or had been
set up late. In addition, we noted weaknesses in monitoring in 50 % of the projects audited

(see Annex IV), half of which comprised Trust Fund projects.

The Commission reacted slowly to verification mission reports

49. The Commission is a member of the boards of the LIFT, 3MDG and JPF Funds and of the
QBEP’s steering committee. It also carries out verification missions at UN-agencies. The

Commission initiated and reacted to verification mission reports slowly (see Box 5).
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Box 5 - Verification missions

LIFT

The Commission carried out a verification mission in 2012 which detected ineligible costs amounting
to 7.35 million euro. The final outstanding amount was not recovered until five years later, in January

2017.

3MDG/3DF

Despite the fact that the 3DF Fund was phased out in 2012, no verification mission was carried out
until 2015, with the results being published in 2016, i.e. four years later. No verification mission has

been carried out in respect of 3MDG.

EU visibility was low

50. Verification mission reports and monitoring reports signalled the low level of visibility of
EU-funded actions. The level could be assessed in 10 of the projects audited, and in eight

cases did not fully comply with the contractual provisions (see Annex 1V).

51. Among the advantages of EU Trust Funds is increased visibility. As an initiator of the
Joint Peace Fund, the Commission played a major role in designing and setting it up. It had
initially considered the option of an EU Trust Fund, but subsequently formally excluded it
from the Fund design study because it had been unable to convince the other potential

contributors of the merits of this option.

The achievement of objectives was affected by implementation delays

52. In order to answer the third audit question (see paragraph 15) we assessed whether
the actions delivered the planned outputs and achieved the expected outcomes. The details
of the projects audited are provided in Annex lll and an overview of the assessment of the

individual projects is presented in Annex IV.

Some good results, despite the difficult context

53. The objectives of projects funded by the EU were to respond rapidly and flexibly across

a range of areas relevant to Myanmar's political transition, and to support the development
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of policy on economic and social issues. Both external and internal factors had a negative
impact on the delivery of results, and undermined the effectiveness of the projects funded.
Despite the difficult context, some of the projects we audited achieved good results (see

Box 6).

Box 6 - Examples of projects that achieved good results

LIFT — Microfinance project

The purpose of the project was to increase the access to loans and other financial services of over
100 000 low-income clients in the country, at least half of whom are either women or reside in rural
areas. LIFT provided microfinance institutions with support that allowed them to operate and
continue providing services. The project was successful as many availed of the financing to start up or

expand their activities.

3MDG - Project supporting Maternal and Child Health

The country’s health sector suffers from inadequate public expenditure, and the maternal and child
mortality rates are very high. The project funded by 3MDG supported emergency referral for both
pregnant women and children under five years of age. Patients received payments to cover
transport, food and treatment costs. The project is likely to significantly contribute to reducing

maternal and child mortality.

Project 20

This project involved the construction and improvement of educational facilities in various locations
in Rakhine State for IDP and non-IDP children from the Rakhine and Rohingya communities. At the
time of the Court’s visit, although it was early to assess the expected outcomes, the project was

delivering the outputs as planned.

Delays and weaknesses affected project implementation

54. While some of the planned outputs of the projects audited were delivered on time,
many were not. In total, 75 % of the projects audited suffered from delays in

implementation (see Annex IV).
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55. Inthe case of both UN Trust Fund projects and projects under direct management, most
were relevant to the objectives defined. However, there were shortcomings in this regard in

a quarter of the projects audited (see Box 7).

Box 7 - Example of a project only partially relevant to the objectives defined

The objective of an important project for capacity building at institutional level was to strengthen
public institutions and non-state actors. However, the project’s scope and deliverables were overly
broad and not fully in line with the focal sectors, as they also related to areas such as “the

environment” and the “Erasmus” programme.

56. The objectives of most of the projects audited met the SMART (specific, measurable,
achievable, relevant, timely) criteria, but the indicators for half the projects we audited were
inadequate. In general, no baseline or target values had been set for these projects, which
hampered the Commission’s monitoring of the rate of implementation, as well as

assessment of the extent to which objectives had been achieved.

57. Most of the projects audited achieved some or all of the planned outputs. However, we
could not assess the outcomes and sustainability of the results for nearly half of the projects
audited because of the delayed implementation of programme activities. Only in one-third

of the projects audited was it likely that the expected outcomes would be achieved.

58. The Commission’s ROM reports generally evaluated the effectiveness of the directly-
managed projects in the sectors assessed as “good”, but the average sustainability

assessment was “problematic”.

The support to Rakhine state did not achieve significant results

59. Of a total financial commitment to the country of 380.7 million euro (see

paragraph 31), 38.8 million euro has been allocated to Rakhine state. The financial
allocation targeting Rakhine state is based on the lessons learnt by a small number of
implementing partners. The results expected of most of the projects in our sample that were

implemented in Rakhine state were only partially achieved (see Box 8).
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Box 8 - Food Security project in Rakhine state

LIFT supported a food security project in Rakhine state. Poor results have been achieved since it

began in 2013, owing to both

- external challenges, such as violent attacks on international NGOs, and

- internal deficiencies, such as low field-implementation capacity and weak cooperation between

implementing partners.

Despite the LIFT management being aware of the situation, after the project expired LIFT contracted
the same partners to continue implementing the project and no call for proposals had been

launched.

60. The objective of the newly established JPF is to support a nationally-owned and
inclusive peace process in Myanmar/Burma (see Annex Il). However, the Fund’s largest
component does not target Rakhine. This represents a missed opportunity as far as this

highly vulnerable region is concerned.

CONCLUSIONS AND RECOMMENDATIONS

61. Over the 2012-2016 period Myanmar/Burma was undergoing political and economic
transition. Factors such as natural disasters, ethnic conflicts and the limited capacity of local

actors and authorities were hampering development efforts.

62. The audit examined whether EU support to Myanmar/Burma was effective. We
concluded that EU development support to Myanmar/Burma had been partially effective. In
a difficult context the EU played an important and leading role in supporting development
priorities and allocated significant funding to the country. However, we report on
shortcomings in the Commission’s assessment of needs and in the implementation of EU

assistance.

63. The Commission’s decision to focus on four sectors was not in line with the 2011
Agenda for Change and the Commission’s own operating guidelines, and did not take into

account the EU Delegation’s capacity to cope with the heavy workload. There was no
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assessment of geographical priorities within the country. Generation of domestic revenue

was not considered in determining the development priorities (see paragraphs 22 to 24).

Recommendation 1 — The need to focus support to increase impact
The Commission and the EEAS should:
e focus on not more than three specific areas of intervention, or justify further sectors;
e foster domestic revenue mobilisation;
e rank priorities in accordance with the most urgent regional needs and the level of support

provided by other donors on a geographical basis for the country.

Timeframe: by the next programming period starting 2020.

64. Joint programming by the EU and individual Member States under the 2014-2016 Joint
Programming Strategy was a positive step (see paragraph 26). Coordination between the
DGs managing the development and humanitarian assistance in areas of protracted crisis did
not work well. The Commission did not draw up a joint implementation plan for LRRD (see

paragraph 27).

Recommendation 2 — Coordination of the interventions
The Commission should:
e develop an implementation plan with DG ECHO that links relief, rehabilitation and
development particularly in areas of protracted crisis;
e include humanitarian aid in the new programming document drawn up with EU Member

States (Joint Programming Strategy).

Timeframe: end of 2018.

65. The management of EU development aid was generally satisfactory. The actions
addressed the country’s development priorities but there were delays. The Commission’s
choice of aid modality was reasonable. However, the justification for determining the

amount of funding to be allocated to each sector and action was not documented.
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Implementation was also delayed, as the 2016 AAP was never adopted (see paragraphs 30

to 33).

Recommendation 3 — Implementation of the actions
The Commission should:

e justify and document the allocation of funding to each focal sector and each action.

Timeframe: programming phase of the new MIP (2019/2020).

66. Implementation of the UN-managed Trust Fund programmes was affected by delays
and slow budget absorption for programme activities (paragraph 34). The UN-managed
Trust Funds have accumulated significant cash balances but the Commission has not ensured
that interest earned on the EU contribution is retained for the actions being funded (see
paragraph 36). The cost-control provisions in EU-UN contracts had limited impact (see
paragraphs 37 to 40). The Commission reacted slowly to verification mission reports (see

paragraph 49).

Recommendation 4 — Cost-effectiveness of the multi-donor actions
The Commission should:

e endeavour to agree an appropriate level of indirect costs with other donors.

Timeframe: end of 2018.

67. During the 2012-2016 period the Commission used the crisis-declaration provisions to
contract directly with implementing partners. The widespread removal of the requirement
for calls for proposals reduced the transparency of the selection procedure and risked having

an adverse effect on the cost-effectiveness of projects (see paragraphs 41 to 43).

68. Monitoring improved over the years, but there were some weaknesses. There were
insufficient output and outcome indicators for assessing the actions. The Commission did not

ensure that the performance-monitoring committees were set up in accordance with
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Commission Decisions (see paragraph 48). Generally, the EU’s support was not sufficiently

visible (see paragraph 50).

Recommendation 5 — Monitoring of the actions
The Commission should:
e consolidate the available information so that outputs and outcomes set at the level of

AAPs may be better assessed;

Timeframe: 2019.

e insist that the provisions concerning the visibility of EU actions are applied.

Timeframe: end of 2018.

69. The degree to which results were achieved under the projects audited varied
significantly. Only half the projects audited delivered the planned outputs, mainly because of
implementation delays (see paragraph 54). The projects in the Court’s sample that were
implemented in Rakhine state did not achieve significant results (see paragraph 59). The fact
that the newly established Joint Peace Fund does not target the highly vulnerable region of

Rakhine state represents a missed opportunity (see paragraph 60).

Recommendation 6 — Achievement of results
The Commission should:
e improve project management to avoid delays in project implementation;
e explore again the possibility of Rakhine state being placed in the Joint Peace Fund’s

sphere of competence.

Timeframe: end of 2018.
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This Report was adopted by Chamber lll, headed by Mr Karel PINXTEN, Member of the Court

of Auditors, in Luxembourg at its meeting of 12 December 2017.

For the Court of Auditors

Klaus-Heiner LEHNE

President
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ANNEX I

UN-managed Trust Funds

The Livelihoods and Food Security Trust Fund (LIFT) is a multi-donor trust fund with the objectives of
helping the poor and disadvantaged people of Myanmar/Burma out of poverty, and assisting them in
overcoming malnutrition and building livelihoods. The Fund is managed by the United Nations Office

for Project Services (UNOPS).

The Three Millennium Development Goals Fund (3MDG) has the objectives of reducing the burden
of three communicable diseases (HIV/AIDS, tuberculosis and malaria) and improving the health of
mothers and children in Myanmar/Burma. The Fund took over the Three Diseases Fund (3DF) in

2012, when the latter’s activities ceased. It is managed by UNOPS.

The Quality Basic Education Programme (QBEP) was set up with the objective of increasing
equitable access to basic education and early childhood development, especially in disadvantaged

and hard-to-reach communities. It is managed by the United Nations Children’s Fund (UNICEF).

The Joint Peace Fund (JPF) is intended to support a nationally-owned and inclusive peace process in

Myanmar/Burma. It was established in 2015 and is managed by UNOPS.

Table — EU contributions to the UN-managed Trust Funds

(million USD)

EU % of EU
. . . Donor Funds L. commitments
Sector of intervention Fund Period . contribution As at
contributions . to total donor
committed L.
contributions
Food security/Livelihood/
Rural Development LIFT 2009-2017 439.7 130.2 30% 31.1.2017
Azl 3MDG  |2012-2017 279.6 315 11%|  1.11.2016
Education
QBEP 2012-2017 76.6 28.5 37% 31.12.2016
Pz ot JPF 2015-2017 105.2 20.8 20% 28.2.2017

Source: ECA.



Contract

Sample of projects audited (1 of 2)

Sector of intervention Contractor Contracted

Starting date

End date of operations

No
Livelihoods and F ‘;‘;;ecumy Trust Fund UNOPS 81.8EUR|47.5EUR | 1.1.2012 31.12.2018
1 Agri-business project Private Company 18.1 USD| 11 USD 18.12.2015 31.12.2018
2 Food Security project NGO 22.1 USD| 15 USD 132013 31.12.2015
3 Food Security project NGO 10.5 USD| 4.3 USD 112016 31.12.2018
4 Microfinance project UN Agency 7.0USD| 6.7USD 1.11.2012 31.12.2018
5 Market Access project NGO 4.0USD| 3.4USD 11.6.2014 10.6.2017
6 Food Security project NGO 21USD| 08USD | 1062016 31.5.2019
Three Millennium Development Goals UNOPS 27.5EUR|224EUR |  1.1.2013 31.12.2017

Fund (3MDG)
7 Tuberculosis project UNOPS 13.0UsD| 45USD | 1.10.2014 31.12.2017
8 Maternal and Child Health NGO 6.8 USD| 5.6 USD 1.7.2014 31.12.2017
Quality Basic Education Programme UNICEF 22.0EUR|21.7EUR |  1.1.2013 30.6.2017
(QBEP)

9 Early Childhood Care Clerical Association 4.0USD| 3.1USD 23.10.2014 30.6.2016
10 Early Education Response NGO 2.4USD| 1.3USD 15.10.2013 20.6.2017

ANNEX 1l




Sample of projects audited (2 of 2)

(million euro)

Contract . . . . End date of
No Sector of intervention Contractor Contracted Paid Starting date e
11 [Governance Member State Agency 20.0 9.4 1.8.2015( 31.7.2019
12 [Governance Private company 12.2 24| 1.10.2015| 30.9.2018
13 |Aid to Uprooted People NGO 8.0 5.5| 10.7.2012 9.4.2017
14 [Peacebuilding UN Agency 7.0 3.8| 15.3.2015| 14.3.2019
15  [Peacebuilding NGO 7.0 44| 1.22015| 31.7.2018
16  [Aid to Uprooted People NGO 5.6 5.0 29.12.2012| 14.8.2017
17 |Peacebuilding NGO 5.0 2.8 1.3.2015( 31.8.2018
18  |Peacebuilding NGO 5.0 1.0 1.10.2016| 30.9.2020
19 [Aid to Uprooted People NGO 3.2 2.9 1.2.2013( 30.4.2017
20 |Peacebuilding Clerical Association 2.0 1.6 1.1.2015( 31.12.2017




ANNEX IV

Assessment of the individual projects - overview

LOGFRAME Likely to Sustainability
Well Well On schedule/ Outputs achieve the of the
Relevant SMART RACER Baseline/ . budget . . . EU visibility
selected .. .. monitored _ delivered expected action/exit
objectives indicators  target values absorption
outcomes strategy
1 Partially Yes Partially Partially No Yes Yes Yes Too early Too early Partially
2 Yes Yes Partially Partially Partially No No No No Partially No
3 Partially Yes Yes Yes Yes Partially Partially Partially Too early Too early Partially
4 No Yes Yes Yes Yes Yes Yes Yes Partially Partially No
5 Yes Yes Yes Yes Yes No No No No Partially No
6 Yes Yes No Partially Partially Partially Partially Partially Too early Too early Partially
7 No Yes Yes Yes Yes Partially No Partially Too early Too early Not assessed
8 Yes Yes Yes Yes Yes Yes Partially Yes Yes Partially Not assessed
9 Partially Partially Yes Yes Yes Yes Yes Yes Yes Yes Not assessed
10 Partially Partially Yes Yes Yes Yes Yes Yes Yes Too early No
11 Yes Yes Yes No No No Partially Partially Too early Too early Not assessed
12 Yes Partially Yes No No No Yes Partially Too early Too early Not assessed
13 Yes Yes Yes Partially No Partially No Partially Partially No Not assessed
14 Partially Partially Yes Partially Partially Yes Partially Partially No Partially Not assessed
15 Yes Yes Yes Yes Yes Partially Partially Yes Too early Too early Yes
16 Partially Yes Yes Partially No Yes No Partially Partially Yes Not assessed
17 Yes Yes Yes Partially Partially Partially Partially Yes Yes Yes Partially
18 Partially Yes Yes Partially N/A Too early No Too early Too early Too early Too early
19 Partially Partially Yes Yes No Yes Partially Yes Partially Partially Not assessed
20 Yes Yes Yes Yes Partially Yes Partially Yes Too early Too early Yes




REPLIES OF THE COMMISSION AND THE EEAS TO THE SPECIAL REPORT OF THE
EUROPEAN COURT OF AUDITORS

"EU ASSISTANCE TO MYANMAR/BURMA"
EXECUTIVE SUMMARY

IV. In the view of the Commission and the EEAS, the choice of development priorities and sectors
was focused and the inclusion of a fourth focal sector agreed with the Commissioner for
Development and the government of Myanmar/Burma.

In response to the increased workload on development cooperation in Myanmar/Burma, the EU
opened an office in Yangon, which was upgraded to an EU Delegation in September 2013.

The decision on geographical priorities is taken on an annual basis, during the identification and
formulation of Annual Action Programmes (AAP), in order to accompany the dynamics of the
peace process, which is highly unpredictable and volatile.

Domestic revenue mobilisation was addressed in coordination with other donors through the World
Bank administered multi-donor Public Financial Management Trust Fund, policy dialogue, support
to Myanmar/Burma's participation in the Extractive Industries Transparency Initiative (EITI), and
steps in the area of Forest Law Enforcement, Governance and Trade (FLEGT).

V. After a thorough programming consultation process 2012-2014, including with the government,
and taking into consideration particularly the needs and the absorption capacity of the respective
focal sectors, the Commission decided to indicatively allocate up to 35% each to the first two focal
sectors (rural development and education) and up to 15% each to the remaining two focal sectors
(governance and peacebuilding) in its Multiannual Indicative Programme (MIP) for
Myanmar/Burma.

The determination of the fund allocation for each action under the AAPs is part of the identification
and formulation of new actions.

VI. In some instances, delays under UN-managed Trust Funds were due to the complexity of the
working environment and resurgence of conflict, like in certain ethnic areas.

The contribution template agreed with International Organisations foresees that interest earned on
pre-financing payments is not due except if the rules of the Organisation foresee the reimbursement
of interest. This is in line with the Financial Regulation and basic acts. However to avoid
accumulation of pre-financing, the contribution agreement in article 15 of the General Conditions
foresees that a next instalment can only be released upon commitment of 70% of the immediately
preceding instalment (and 100% of the previous ones).

VII. The Commission applies its standard rules and procedures as well as the internal rules that
allow derogating from these standard rules under certain conditions e.g. in crisis situations.
Flexibility provisions in line with the Financial Regulation and basic acts have allowed saving time
compared to standard approaches, while maintaining a balance between speed and transparency.

The Commission resorted to the use of the crisis declaration provisions on a limited number of
occasions. When it did, there were valid reasons.

Given the circumstances in Myanmar/Burma, the Commission is of the opinion that grants awarded
through calls for proposals are not necessarily more cost-effective than grants awarded under
flexible procedures.

VIII. While half of the projects audited have fully delivered the planned outputs, another 40% have
partially achieved them, being still under implementation at the time of the audit. In the meantime
several have recorded improvements on the achievement of results.



The Commission is carrying out a strategic country evaluation on EU development cooperation in
Myanmar/Burma in 2018 that will look into outcomes and sustainability.

The EU Delegation has over the years made substantial improvements in project monitoring.
IX.

- The Commission and the EEAS are of the opinion that the areas of support are sufficiently
focused.

- The Commission's DG DEVCO and DG ECHO have already strengthened their coordination and
will enhance it further in the context of the operationalisation of the humanitarian-development
nexus, for which Myanmar/Burma has been selected by the Council as a pilot country.

- The Commission will document the allocation of funding to each focal sector during the
programming phase of the next MIP. As the justification of the allocation of funding to each new
action is already discussed during their identification and formulation, the Commission will ensure
that the allocation is documented for actions under the AAP of 2018 and subsequent years.

- The Commission will continue ensuring the cost-effectiveness of multi-donor actions in close
coordination with the other contributing donors, and as a member of the Steering Committee/Fund
Board. However the Commission is also bound by the provisions of the Financial Regulation.

- The Commission will remain very active in improving project management and will regularly
assess the status of implementation.

Steps have already been taken to significantly increase the communication about, and visibility of,
EU actions.

INTRODUCTION

7. Four Commissioners attended the Task Force and Commissioner for Development Piebalgs
chaired the Development Forum together with German Development Minister Niebel and
Myanmar/Burma Minister of Planning Kan Zaw. All EU Member States present in the country also
attended and agreed the initial Joint Programming document and the priority areas for support of the
EU and Member States.

8. A Democratic Civil Society Forum, with HR/VP Ashton and Aung San Suu Kyi, the
Development Forum and Business Forum took place in Yangon the day before the Task Force in
Nay Pyi Taw.

11. The additional funds in the EUR150 million package were not only important to support the
transition, but also allowed for deeper engagement and dialogue with the new civilian government
with which donors were engaging for the first time.

OBSERVATIONS

20. In the absence of a finalised 20-year National Comprehensive Development Plan, the
Commission used the 2012-2015 Framework for Economic and Social Reforms (FESR) of the
government of Myanmar/Burma as the main reference document. The 2014-2020 MIP support to
the focal sectors of education and agriculture was building on on-going EU co-financed
programmes (like QBEP and LIFT) and based on their analyses and reports. For the education focal
sector, the EU-supported Comprehensive Education Sector Reform provided sectoral analysis.

21. The consultation process on the development priorities and funding allocations with the
government of Myanmar/Burma included meetings at ministerial level in Brussels, Yangon and
Nay Pyi Taw.



22. The Commission and the EEAS are of the opinion that the choice of development priorities was
focused. The process of selection of the four focal sectors was thorough, participatory and agreed
with government.

The joint Commission-EEAS programming instructions for the DCI for the period 2014-2020 allow
for an additional focal sector in specific circumstances, such as transition from humanitarian to
development assistance, or emerging security threats/conflict risks, to support essential priorities
linked to peace- and state building activities.

Due to the significant increase in funding to Myanmar/Burma from 2012 onwards, taking into
consideration the overall funding to and absorption capacity of the respective sectors, and with an
aim to ensure continuity of EU support under the 2011-2013 MIP focal sectors (with the notable
exception of health), the Commission decided to finance four focal sectors under the 2014-2020
MIP. This was taken forward in the context of Joint Programming and was agreed by the
Commissioner for Development and the government, given the political importance of the ethnic
peace process for stability and development.

When the Commission took the decision on the EUR 150 million special package for 2012-2013, it
was accompanied by the setting up of an EU office in Yangon, which was upgraded to an EU
Delegation in September 2013.

23. In line with the above-mentioned programming instructions, the 2014-2020 MIP allows for
flexibility to address unforeseen needs of the most vulnerable communities in a context of a fragile
state and situations of conflict and crisis, as in Myanmar/Burma. A peace process cannot be
predicted and therefore, the Commission was not in a position to establish a geographical
prioritisation in 2013-2014 for the entire programming period 2014-2020. This decision is taken on
an annual basis, during the identification and formulation of AAPs, in order to accompany the
dynamics of the peace process. To ensure cost effectiveness, the Commission makes use of relevant
studies. There were earlier studies on the needs in Rakhine State, commissioned by either the EU or
other donors which have been taken into account during the programming exercise. The
government also shared with donors a draft Rakhine State Action Plan in 2014 that was however
never finalised. Overall, 10% of funding during the reporting period was allocated to Rakhine State,
a reflexion of the clear and recognized geographical priority. Moreover, the choice of the peace
process as one focal sector already implied a geographical prioritisation on conflict areas.

24. The EU has been highlighting the importance of natural resource management, as a large share
of potential domestic revenue is linked to the exploitation of the vast natural resources.

The EU has supported the government in moving towards a more sustainable management of its
natural resources, through e.g. EITI and FLEGT. The EU participated actively in the donor's
coordination process on Public Finance Management reforms.

A large part of the natural resources in Myanmar/Burma are concentrated in contested areas or areas
under the control of Ethnic Armed Groups and not the government. Any discussion on increasing
tax revenues from natural resource management is dependent on progress in the peace process.

27. The Commission would like to stress that there was effective coordination between DG ECHO
and DG DEVCO both at headquarters and EU Delegation level, particularly during the
identification and formulation of relevant actions in areas where DG ECHO provided humanitarian
assistance.

The Commission has been putting linking relief, rehabilitation and development (LRRD) into
practice. DG DEVCO also launched two studies aimed at identifying conflict sensitive interventions
for increased resilience in areas of protracted crisis.



Myanmar/Burma has been included in a list of pilot countries, endorsed by the Council in
September 2017, to operationalise the humanitarian-development nexus.

Project 20 is the continuation and expansion of a DG ECHO funded project (EU Children of Peace
Initiative), thereby implementing the LRRD approach. The continuation of project 13 includes a
strengthened component on nutrition aimed at complementing DG ECHO's nutrition support in
northern Rakhine State.

28. The March 2017 final report of the evaluation of the EU joint programming process of
development cooperation (2011-2015) recommends as well that 'EU and MS headquarters should
define more precisely the overall scope or perimeter of joint programming and how this translates
into its guidance, e.g. how to include humanitarian aid, which is not programmable by definition.'

Since the opening of the EU Delegation, EEAS, DG DEVCO and DG ECHO colleagues regularly
exchanged views and undertook joint field missions.

While DG DEVCO — DG ECHO meetings were not formalised before September 2016, regular
exchanges were taking place since DG ECHO moved into the same premises as the EU Delegation
in mid-2014.

All actions under the peacebuilding focal sector adopted since 2012 reflected the required linkages,
consultations and coordination with humanitarian actors, including DG ECHO. The Aid to
Uprooted People (AUP) programme has also been implemented in close cooperation with DG
ECHO and builds on some of its achievements in the ethnic States.

30. After a thorough consultation process, including with the government and taking into
consideration particularly the needs and the absorption capacity of the respective focal sectors, the
Commission decided to indicatively allocate up to 35% each to the first two focal sectors (rural
development and education) and up to 15% each to the remaining two focal sectors (governance
and peacebuilding).

The determination of the fund allocation for each action under the AAPs is part of their
identification and formulation and takes into consideration the needs and absorption capacity, the
implementation modality and partner, government and other donor funding, the timeframe of
implementation etc.

31. The Commission would like to highlight that some Member States were not in a position to
agree with a proposed budget support programme, amongst others due to concerns regarding the
political context, including a serious escalation of the situation in Rakhine State.

This has resulted in a delay in financing of only one, a major one, of the foreseen actions in
Myanmar/Burma. While no AAP was adopted for 2016, the Commission has adopted the 2017
AAP (EUR 39 million) providing further EU support in the areas of peacebuilding and governance.

32. The Commission would like to stress that the operational criteria of future workload and mix of
aid modalities are not the only operational criteria considered when the aid modalities are being
selected. The Commission considers that budget support is the preferred modality corresponding to
the best principles of aid effectiveness, and allowing deeper engagement and reinforced policy
dialogue with partner countries. Nevertheless, the Commission always explores options to work
more with Member State agencies, and tries to identify further opportunities for blending and a
more strategic cooperation with international organisations. The cost-effectiveness criterion is
specifically considered during the identification and formulation phases of new actions, and
assessed very thoroughly during the contracting phase.

33. Indirect management alleviated the management burden of Commission staff and freed up time
to focus inter alia on policy dialogue, strategic discussions, coordination and monitoring.



34. Early underspending of the UN-managed Trust Fund programmes was mainly due to delays in
start-up activities. Later underspending has sometimes been due to delays in key activities in areas
where a resurgence in conflict was occurring.

The rate of expenditure is only one of the indicators measuring project performance. In addition, the
rate is not linear and depends on the type of activities financed.

36. In line with the Financial Regulation and basic acts, the contribution template agreed with
International Organisations foresees that interest earned on pre-financing payments is not due
except if the rules of the Organisation foresee the reimbursement of interest.

UNOPS, in line with its own rules, is allocating such interest to programme activities if the
corresponding contribution agreement stipulates it.

37. The Commission does not only ensure cost-effectiveness through verification missions. The
pertinence of the costs is first assessed before contract signature, through a thorough review of the
budget presented by the Organisation. Then, the Commission participates in Fund Boards that
decide on the orientation of the programme. Finally, the Commission receives at least annually
narrative and financial reports from the Organisation on the actual programme implementation and
expenditure. The analysis of these reports will then determine the actual release — and amount — of
the next pre-financing.

Those mechanisms give the Commission the opportunity to discuss the orientation of the
programme and appropriateness of the use of the funds. The Commission works in indirect
management with pillar assessed Organisations whose internal control, audit and accounting
procedures have already been audited, and considered equivalent to the ones put in place by the
Commission.

38. Article 42 of the Rules of Application stipulates that where budget implementation tasks are
entrusted to an entity implementing a multi-donor action, verification shall be done in so far that an
amount corresponding to that paid by the Commission for the action has been used by the entity for
the action in accordance with the obligations laid down in the agreement signed with the entity.

The Commission is allowed to apply the notional approach, according to which the relevant
authorising officer may decide to consider that these EU requirements are met as long as the amount
contributed by the other donors to the co-financed action is sufficient to pay for the activities which
are ineligible under EU rules. Thus any reduction of ineligible expenditure by the use of the
notional approach is fully in line with implementation rules in force.

This mechanism allows the Commission to participate to multi-donor trust funds i.e. to take part in
important projects in coordination with other donors. This is often the most efficient way to ensure
the efficiency and effectiveness of the actions financed by the EU and would not be possible if
earmarking of the funds was imposed. In order to make it workable, the notional approach sets the
rule according to which our contribution will only cover costs that are eligible to the Commission
and thus not imposing the Commission eligibility rules to contributions received from other donors,
which have different rules.

Box 1- Examples of the application of the notional approach
LIFT

The Commission applied the notional approach as sufficient funds were available from other donors
to cover part of the LIFT expenditure which was ineligible under EU rules. Off-setting is one form
of recovery of funds from implementing partners.

3MDG / 3DFE



The Commission applied the notional approach as sufficient funds were available from other donors
to cover part of the 3DF expenditure which was ineligible under EU rules.

39. At the time of contracting, the budget of the action is presented by the Organisation and
discussed with the Commission. As per our contractual requirements, the indirect costs are capped
at 7% of the eligible direct costs. It is argued that this percentage might be insufficient to cover the
actual indirect costs borne by the Organisation to implement projects; however, the Commission is
not in a position to agree on a different rate with other donors. For multi-donor and comparable
actions, the Commission cannot negotiate the rules on indirect costs of the other donors but the
Commission ensures that the remuneration/indirect costs are not higher than those charged by the
Organisation to comparable contributions (article 4.2 of the FAFA).

40. The Commission will only apply the notional approach for expenditure considered ineligible for
the EU but eligible for other contributing donors, including when the implementing partner is also a
contributing donor, as long as the amount contributed by the other donors to the co-financed action
is sufficient to pay for the activities which are ineligible under EU rules.

Box 2- Example of high indirect costs

The Commission confirms that the agreement signed between the Commission and UNICEF sets a
maximum of 7% of direct costs of the action to be claimed as indirect costs. Moreover the
agreement stipulates that any indirect costs for actions that are implemented by other entities shall
be covered by this 7%. The EU Delegation has communicated to UNICEF that funds will be
recovered if they cannot be covered by using the notional approach.

41. The Commission considered as well cost-efficiency when deciding on the size of projects.

42. The Commission has applied the flexible procedures under the crisis declaration in line with the
Financial Regulation.

The Commission and the EEAS are of the opinion that flexible procedures, when used strategically
in crisis declaration countries, can provide significant benefits. The Commission resorted to the use
of flexible procedures on a limited number of occasions under successive crisis declarations
because Myanmar/Burma's fragile transition did not always allow for regular development
assistance. It requires the use of effective and flexible mechanisms that keep pace with realities on
the ground and allow the EU to respond quickly to new developments.

The crisis declaration is decided at the level of the Director General of DG DEVCO, in due
consultation with the Commissioner for Development. Such declaration was in force during the
period of reference. Until July 2014, it covered only the ethnic states of Myanmar/Burma.
Following a 2014 request by the EU Delegation to extend the crisis declaration to all territories of
Myanmar/Burma, the Commission decided to extend the crisis, but only for contracts supporting
peace and state building goals in Myanmar/Burma. As an additional condition for the application of
this extension, the prior approval of DG DEVCO's geographical director is needed on a case-by-
case basis. The Commission would like to stress that this option has not been utilised during the
period of reference. The current crisis declaration is in force until 30 June 2018 and any further
extension will undergo a thorough review process.

Direct award means nevertheless a negotiated procedure, with a report explaining the rationale of
the choice and discussions relating to the negotiation of the actions and of the budget being duly
recorded. Consequently, the procedures remain always transparent and fully in line with the
procedures of the Financial Regulation.

While it is undeniable that immediate danger for the civilian population takes place in ethnic areas,
almost one third of the country's states are affected by conflict and opportunities for mediation and



conflict resolution measures can (and need to) be addressed in all areas, including Nay Pyi Taw,
Yangon (or even foreign countries like Thailand, China or India), where critical representatives of
the government or any other relevant actors are located. This explains why the crisis declaration can
also be applied to state and peacebuilding goals.

44. The Commission has ensured that the risk of double funding was addressed during the design
and implementation of contracts at risk.

Box 3 - Examples of risks of double funding

First indent: In order to lower the risk of double funding for activities related to tuberculosis,
malaria and HIV/AIDS, the Commission and other donors reviewed a gap analysis and any overlaps
between the two funds before the funding decision by the Fund Board.

Both programmes were reviewed under the Technical Strategic Groups for tuberculosis, malaria
and HIV/AIDS in order to ensure no double-funding.

Second indent: The Commission has permanently monitored this local NGO's projects and
activities. At the time of the Court's visit, the NGO was playing (and continues to play) a crucial
and critical role for supporting the peace negotiations between the government and the Ethnic
Armed Organisations (EAOs). In order to keep the negotiations alive at various levels, the EU
provided responsive support through various grants in which the NGO was participating as co-
beneficiary. Additional technical assistance has been provided in order to ensure proper
implementation of such a big influx of cooperation from the EU and other donors in a particularly
challenging environment. This technical assistance contributed among others to avoid the risk of
double funding. Since all EU-funded interventions with the NGO had very different and concrete
objectives, the Commission found that there was no overlap in funding.

45. The Commission tries to ensure effective coordination with other donors at the implementation
level, but there is always room for improvement.

Box 4- Examples of missed opportunities in terms of coordination

Coordination between the World Bank, the EU Delegation and various implementing partners on
CDD took place regularly. The EU Delegation and its various funded programmes have been
looking at synergies with the World Bank on multiple occasions. While the World Bank programme
is mainly focused on 'hard components' (basic infrastructure in villages), the EU approach combines
soft (trainings, workshops, community consultations) and hard (small infrastructure, rehabilitation)
components in one particular area.

46. The Commission is of the opinion that the monitoring of EU-funded actions and EU visibility
improved over the years.

The Commission is giving high importance to further improving its monitoring of actions, including
in hard-to-access areas.

47. With respect to outputs and outcomes at the level of AAPs, significant steps taken are the
inclusion of an indicative logical framework matrix for each action at the level of the AAP and a
dedicated team in DG DEVCO to ensure the quality of logframes. Moreover, the EU International
Cooperation and Development Results Framework reflects DG DEVCO's commitment to monitor
and report results, enhance accountability, transparency and visibility of EU aid.

Data availability is an important constraint in Myanmar/Burma, with important consequences for
measuring outputs, outcomes and impact.

48. A performance monitoring system is in place for projects 11 and 12.



49. The Commission did not react slowly to the verification mission reports, but the adversarial
procedures regarding their findings took a long time.

Box 5 - Verification missions
LIFT

Processing the findings of this LIFT verification mission was extremely complex and led to
extensive discussions with HQs in order to address it properly. The EU Delegation has improved its
response in processing verification mission findings, as illustrated by the final report of the second
verification mission for LIFT, which was issued on 23/09/2016, while the corresponding pre-
information letter (no recovery proposed) was sent on 28/10/2016.

3MDG/3DF

Upon receipt of the pre-final report of the verification mission, the EU Delegation reacted in due
time and completed the final payment and clearing for the 3DF contract.

50. The Commission is reminding implementing partners on a regular basis about the need to
prepare and implement detailed Communication and Visibility plans to ensure a good level of
communication on, and high visibility of, EU support. While the EU Delegation has noted
improvements in this area, it has also decided to manage EU visibility more directly through a
dedicated component under an on-going large service contract to ensure higher EU visibility and
coordinated messaging across projects and programmes.

In certain areas, implementing partners had to remain discrete on certain communication and
visibility issues due to the existing sensitivities at the time and reinforced the visibility of the
programmes through other tools such as social media, audio-visual materials, studies and
publications, key events, etc.

51. During the inception phase, the Commission tried to promote the EU Trust Fund as part of the
implementing methods to be considered for the implementation of the Joint Peace Fund (JPF).
Despite Commission's efforts, other potential JPF donors were not in favour of this modality and
expressed a preference for UN-managed trust funds. The Commission also held a consultation with
Member States in Brussels in order to promote an EU Trust Fund for peace.

54. While half of the projects audited have fully delivered the planned outputs, another 40% have
partially achieved them, being still under implementation at the time of the audit. In the meantime
several have recorded improvements on the achievement of results.

The Commission considers that there are multiple reasons that could explain why projects audited
suffered from delays in implementation. Programmes are dealing with a very challenging context in
which a complex transition is happening: political and economic transition in the middle of a
complex peace process with multiple parties and armed groups. All these factors have a direct
impact. Setbacks and unexpected low absorption capacity is sometimes a feature of the reality of
development in Myanmar/Burma. This is particularly relevant for projects under the audited
peacebuilding and AUP programmes.

Box 7 - Example of a project only partially relevant to the objectives defined

The "Erasmus™ programme deals with education, one of the focal sectors of the 2014-2020 MIP,
while "environment” is a critical cross-cutting theme for all focal sectors. The Commission also
stresses that this project works on a demand-driven basis, with requests for capacity building
submitted to the EU Delegation by the government. Therefore, a slightly flexible interpretation of
the scope and deliverables is needed particularly in the early period of the transition when
development partners were reengaging with the government for the first time in many years.



56. Data availability is an important constraint, with important consequences for measuring outputs,
outcomes and impact of EU actions. It is often challenging to identify realistic targets for certain
indicators, therefore most projects carry out an annual review of the logframe.

Through a programme funded under the 2014-2020 Regional Indicative Programme, the
Commission is supporting improvements in the statistical system in ASEAN Member States.

57. The Commission would like to highlight that the sample of projects audited was at different
stages of implementation, which could partially explain why some of the planned outcomes and
sustainability could not yet be assessed. The Commission is of the opinion that more than one-third
of the projects audited will achieve the expected outcomes. In 2018, the Commission will carry out
a strategic country evaluation of EU cooperation, in accordance with the Work Programme for
strategic evaluations approved by Commissioner for Development Mimica. It is expected to provide
the Commission, the EEAS and other stakeholders with findings, conclusions and recommendations
in relation to our past, present and future cooperation with the country.

59. Achieving the original results targeted in projects implemented in Rakhine State is extremely
challenging. The situation can be considered a protracted crisis characterised by long-term and
deep-rooted discrimination, internal displacement, segregation, statelessness, poverty and
vulnerability. The Commission is well aware of the sensitivity of working in a highly politicised
and complex context such as Rakhine State and remains committed to continue its engagement in
this region.

Box 8- Food Security project in Rakhine State

LIFT did consider the option of an open Call for Proposals for the continuation of the food security
project in Rakhine State. Based on the access gained by the selected implementing partners to the
targeted villages, the working relationships established with the local government and the
extraordinarily complex situation of crisis in this region, LIFT concluded it was not feasible neither
realistic to deliver the expected outcomes through new and unexperienced partners in the targeted
areas.

Regarding the weak performance, the Commission would like to highlight the outbreak of violence
in 2014 and a tropical cyclone the project had to deal with, all of which delayed field
implementation as field staff could not access the villages. Additionally, the consortium had to
invest much time and effort to build trust to be accepted by the communities and authorities at a
time of high anti-UN/INGO hostilities. Only a few NGOs have been able to establish themselves as
trusted partners of both the government and the local population.

60. The Commission included a specific objective 'improved socio-economic recovery in conflict-
affected areas and areas affected by intercommunal violence' under the different AAPs financing
the EU contributions to peacebuilding. While the Commission had initially advocated for the
inclusion of Rakhine State under the Joint Peace Fund, it was agreed during the design process that
the JPF would address the peace process and not the intercommunal violence. Other development
partners did not want the JPF to cover Rakhine State.

The design and architecture of the JPF is very much based on the Nationwide Ceasefire Agreement.
This text does not cover intercommunal violence. Nevertheless, projects involving Rakhine State
can be funded if they demonstrate a direct link to the implementation of the NCA and other formal
elements of the peace process, subject to rigorous risk management and conflict sensitivity analysis,
and 'do-no-harm’ principles.

As elaborated above, the EU has developed other projects and mechanisms for addressing the
situation in Rakhine State.



CONCLUSIONS AND RECOMMENDATIONS

63. In the view of the Commission and the EEAS, the choice of development priorities and sectors
was focused and the inclusion of a fourth focal sector fully justified and agreed with government.

The EU opened an office in Yangon, which was upgraded into an EU Delegation in September
2013.

By definition a peace process cannot be predicted and therefore, the Commission was not in a
position to establish a detailed geographical prioritisation for all financial resources in 2014. This
decision is taken on an annual basis, during the identification and formulation of AAPS, in order to
accompany the dynamics of the peace process, which is highly unpredictable and volatile.
Flexibility is absolutely required (including in geographical prioritisation) in order to respond to the
needs of the most vulnerable communities.

Domestic revenue mobilisation was addressed indirectly, amongst others through EU support for
Public Finance Management reforms, participation in the EITI and steps in the area of FLEGT.

Recommendation 1 — The need to focus support to increase impact

The Commission and the EEAS accept the recommendation and will address it during the
programming phase of the next MIP.

First bullet: The Commission and the EEAS have justified the four focal sectors that remain fully
relevant, as confirmed during the on-going Mid-Term Review of the MIP 2014-2020.

Second bullet: The Commission intends to step up its support to domestic revenue mobilisation
under the next MIP. In the meantime, the Commission will support DRM directly through planned
support for Public Finance Management reforms and indirectly through continued support for
processes like EITI and FLEGT.

The Commission and the EEAS will consider geographical prioritisation during the programming
of the next MIP. However, the Commission and the EEAS are of the opinion that such prioritisation
and complementarity with other donors are best assessed during the identification and formulation
of new actions.

64. DG DEVCO and DG ECHO have already strengthened their coordination and will enhance it
further in the context of the operationalisation of the humanitarian-development nexus, for which
Myanmar/Burma has been selected by the Council as a pilot country.

Recommendation 2 — Coordination of the interventions
The Commission accepts the recommendation and will implement it as follows:

- The on-going process of operationalisation of the humanitarian-development nexus, for which
Myanmar/Burma has been selected by the Council as one of six pilot countries, will result in an
action plan towards mid-2018. In addition, DG DEVCO and DG ECHO are developing a joint
analysis on resilience and a comprehensive strategy for addressing LRRD issues for the protracted
crises in Myanmar/Burma.

- As also recommended by the evaluation of the joint programming process, the Commission will
involve DG ECHO more closely, and seek to include Member States' humanitarian interventions, in
the drafting of the new joint programming document, particularly in areas of protracted crisis.

65. After a thorough consultation process, including with the government, and taking into
consideration particularly the needs and the absorption capacity of the respective focal sectors, the
Commission decided to allocate up to 35% each to the first two focal sectors (rural development
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and education) and up to 15% each to the remaining two focal sectors (governance and
peacebuilding).

The determination of the fund allocation for each action under the AAPs is part of the identification
and formulation of new actions.

Recommendation 3 — Implementation of the actions
The Commission accepts the recommendation and will implement it as follows:

The Commission will document the allocation of funding to each focal sector during the
programming phase of the next MIP.

As the justification of the allocation of funding to each new action is discussed during their
identification and formulation, the Commission will continue ensuring that the allocation is
documented for actions under the AAP of 2018 and subsequent years.

66. In some instances, delays were due to the complexity of the working environment and
resurgence in conflict.

The contribution template agreed with International Organisations foresees that interest earned on
pre-financing payments is not due except if the rules of the organisation foresee the reimbursement
of interest. This is in line with the Financial Regulation and basic acts. However, to avoid
accumulation of pre-financing on the account of the organisation, the contribution agreement in
article 15 of the General Conditions foresees that a next instalment can only be released upon
commitment of 70% of the immediately preceding instalment (and 100% of the previous ones).

With regards to the impact of cost-control provisions in EU-UN contracts, the Commission is
allowed to apply the notional approach, according to which the relevant authorising officer may
decide to consider that EU requirements are met as long as the amount contributed by the other
donors to the co-financed action is sufficient to pay for the activities which are ineligible under EU
rules.

Recommendation 4 — Cost-effectiveness of the multi-donor actions
The Commission takes note of the position of the Court, but does not accept this recommendation.

The level of indirect costs is specific to each action and organisation structure. In many cases,
organisations consider that the EU contribution to the indirect costs (which is capped in the
Financial Regulation at 7%) is not sufficient to cover their costs. The Commission, as signatory of
the Grand Bargain on Humanitarian Aid, has committed itself to work together with a number of
partners on harmonising the qualification of those costs (direct vs indirect). That will inform a
larger debate on the level of the indirect costs.

67. The Commission applies its standard rules and procedures as well as the internal rules that allow
derogating from these standard rules under certain conditions e.g. in crisis situations. Flexibility
provisions in line with the Financial Regulation and basic acts have allowed saving time compared
to more traditional approaches by implementing crisis procedures while maintaining a balance
between speed and transparency.

The Commission has used the crisis declaration on a limited number of occasions and using well-
justified solid arguments for not using call for proposals. Under certain circumstances, direct
awards of grants and procurement contracts are justified in light of article 190 of the RAP and a
prior approval requested accordingly. Moreover, direct award means nevertheless a negotiated
procedure, with a report explaining the rationale of the choice and discussions relating to the
negotiation of the actions and of the budget being duly recorded. Consequently, the procedures
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remain always transparent and fully in line with the procedures of the Financial Regulation and with
a view to ensure cost-effectiveness.

68. Several projects audited were still under implementation at the time of the audit and have in the
meantime improved on the achievement of results.

The Commission is carrying out a strategic country evaluation on EU development cooperation in
Myanmar/Burma in 2018 that will look into outcomes and sustainability.

The Commission has been taking important steps to improve logframes, including indicators, and
EU visibility.

Recommendation 5 — Monitoring of the actions

The Commission accepts the recommendation and will implement it as follows:

First bullet: The Commission is developing a new Operational Information System (OPSYS) to
amongst others aggregate project logframe data.

Second bullet: The Commission will continue insisting with implementing partners that the
contractual provisions concerning the visibility of EU actions need to be applied. The EU
Delegation has already observed a substantial improvement in this area. The Commission has also
included a significant visibility component under a large directly managed service contract, with the
aim to ensure coordinated messaging on, and higher visibility of, EU support.

69. While half of the projects audited have fully delivered the planned outputs, another 40% have
partially achieved them, being still under implementation at the time of the audit. In the meantime
several have recorded improvements on the achievement of results.

Programmes are being implemented in a very challenging context in which a complex transition is
happening. All these factors have a direct impact on many of the projects audited. The Commission
seeks to mitigate such risks to programme implementation to the extent possible. Setbacks and
unexpected low absorption capacity is sometimes a feature of the reality of development in
Myanmar/Burma.

Recommendation 6 — Achievement of results
The Commission accepts the recommendation.

First bullet: The Commission will remain very active in improving project management under both
direct and indirect management, and regularly assess the status of implementation and insist on
corrective action. The Commission will continue carrying out ROM on a regular basis in
Myanmar/Burma. The ROM project sample will include the more problematic projects.

Second bullet: Rakhine State is already included in the Joint Peace Fund's sphere of competence.
However, projects involving Rakhine State can only be funded if they demonstrate a direct link to
the implementation of the Nationwide Ceasefire Agreement and other formal elements of the peace
process, subject to rigorous risk assessment and conflict sensitivity analysis. There are other
mechanisms providing support for intercommunal harmony in Rakhine State.
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Event Date

Adoption of Audit Planning Memorandum (APM) / Start of audit 22.11.2016
Official sending of draft report to Commission 11.10.2017
Adoption of the final report after the adversarial procedure 12.12.2017
Official replies of the Commission and the EEAS received in all 20.12.2017
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We examined EU development support to Myanmar/Burma
and concluded that it had been partially effective. The EU
played a leading role in supporting development priorities
and allocated significant funding to the country. However,
we report on shortcomings in the Commission’s assessment
of needs and in the implementation of EU assistance.

On the basis of the observations in this report, the Court
formulates a number of recommendations designed to
improve the management of the development aid.
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