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Internal Audit Report

on the
"THE BLACK SEA BASIN JOINT OPERATIONAL PROGRAMME 2007-2013 PROGRESS ASSESSMENT"
SUMMARY 
In accordance with: the provisions of law No. 672/2002 on public internal audit, as republished, the provisions of MPFO  no. 38/2003 approving the general rules regarding the exercise of the public internal audit activities, as subsequently ammended and supplemented, the provisions of article 29 of Regulation (EC) no 951/2007 (for system audit), the provisions of Article 30 and Article 37 of Regulation (EC) no. 951/2007 on implementing rules for cross-border cooperation programmes financed under Regulation (EC) no 1638/2006 (projects/operations audit), the annual internal public audit plan for 2013, approved by the MRDPA management and the Administrative Order no. 02/16.01.2013, the Internal Audit Division has conducted an internal audit mission concerning the “The Black Sea Basin Joint Operational Programme 2007-2013 Progress Assessment". 

 
The general objective of the audit mission was to give an objective assurance to the Minister of Regional Development and Public Administration on the carrying out of the Black Sea Basin Joint Operational Programme 2007-2013 , whether it complies with the requirements of the EU Rules.
 
The audited structures were: Directorate of Managing Authority fo European Territorial Cooperation, JTS, Directorate of Programme Authorisation, Directorate of Payments and Accounting, Directorate of Detecting and Establishing Irregularities, Directorate of First-Level Control.
 
A system audit and a projects (operations)  audit was carried out.
 
The internal audit mission was carried out by the : Aura Iftode – internal auditor and Victor Pironescu - supervisor.
 
Note: the identified malfunctions/risks cover the work performed during January - December 2012. 

MAIN FINDINGS:
 
· The need to monitor projects under implementation risk
· The need to draw up a detailed analysis of the assignment of responsibilities  of the personnel at JMA level. 
· Failure to employ  personnel for JTS in due time and the work overloade of existing staff
· JMA Proceedures have not been revised in accordance with the instructions issued by the JMA,
· Failure for JTS to meet duties on the whole or in part as well as additional duties delegated to it,  caused by a lack of personnel and logistics.
· At JMA and JTS level, MIS-ETC functionality ETC is deficient, JTS staff does not have access to the MIS-ETC informatics system.

· although it is the duty of the personnel to do so, data regarding projects were not introduced by JTS in the MIS-ETC

· No equipment was purchased for JMA and JTS from the TA budget in 2012 
· The public procurement regarding the Programme’s external audit services was not carried out
· The need to organize training sessions with the beneficiaries/partners
THE MAIN RECOMMENDATIONS FORMULATED:
 
· Maintaining a functional JTS at JOP Black Sea Basin level by the JMA management.
· The opening of public procurement procedures for new IT systems for JMA/JTS from the TA budget of the Program in order to ensurethe functioning of the MIS-ETC information system.
· Entering the relevant data in the information system in order to recover delays concerning the necessary enteringsin the MIS-ETCinformation system required for verification and audit activities.
· Ensuring JTS staff access to the MIS-ETC, by purchasing IT equipment for the JTS to be correlated with MIS-ETC.
· Providing adequate document archiving at JTS level.
· JMA Management to take the necessary measures in order to solve the problems arising in the year 2012 as well as to efficiently and effectively use TA resources.
· The periodic organization by the JMA of training sessions with project beneficiaries/partners to amend the project budgets  during their implementation
· For projects identified as having an implementation risk, JMA/JTS to continue monitoring and to provide all necessary support for the completion of projects.
For the next programming period, the Auditors noted the importance of implementing the findings and recommendations formulated during the current period of the programme.
 
AUDIT OPINION
 
In the opinion of the Auditor, the management and control system of  the Black Sea Basin Joint Operational Programme2007-2013 is functional, but it is necessary to improve it by expeditiously implementing the recommendations made in this audit report.
 
In drawing up the final internal audit report the views of the audited bodies on the occasion of the concilliation meeting were taken into account and there are no findings/recommendations that were not accepted by the audited bodies.

 
Please note that all documents made available to the audit team were returned to the audited body.

We emphasize that the implementation of the recommendations is the responsibility of the management of the audited structure.

 
The Internal Audit Division will monitor and draft periodic newsletters on the implementation state of the recommendations formulated.

 
This internal audit report will be distributed, after approval, to the audited entity for the implementation of the recommendations formulated in this report and for information to the Audit Authority attached to the Romanian Court of Accounts.

 
 

 
Auditor: 








Supervisor
 
Aura Iftode








Victor Pironescu

                                                                                                                               
INTERNAL AUDIT REPORT
 
on
 
" THE BLACK SEA BASIN JOINT OPERATIONAL PROGRAMME 2007-2013 PROGRESS ASSESSMENT" 
 
-EXTENDED-
 
 
I. INTRODUCTION

 
1. Legal basis for the audit mission

 
In accordance with:

· the provisions of Law no. 672/2002 on internal public audit, as republished, 

· OMFP no. 38/2003 approving the General rules concerning the exercise of internal public audit, as subsequently amended and supplemented,

· the provisions of Art. 29 of Regulation (EC) no. 951/2006 (for System Audit)

· the provisions of Art. 30 and Article 37 of Regulation (EC) no. 951/2007 on implementing rules for cross-border cooperation programmes financed under Regulation (EC) no. 1638/2006 (for projects/operations audit)

· Annual internal audit plan for the year 2013, approved by the Minister of MRDPA,

· Administrative Order no. 02/16.01.2013,

 
The Internal Audit Department has conducted an internal audit mission concerning the assessment of the "Black Sea Basin Joint Operational Programme 2007-2013".
            
2. Identification data of the audit mission 

 
The type of audit performed: system auditing and auditing of projects (operations). 
 

Audited structures: 

 

· General Directorate of European Programmes

· The Joint Technical Secretariat

· Directorate of Programme Authorisation 

· Directorate of Payments and Accounting

· Directorate of Detecting and Establishing Irregularities 

· Directorate of First-Level Control
Audited period: January 2012-December 2012

Duration of the audit mission was: 16.01.2013 – 30.03.2013

 
Audit team members: Aura Iftode – internal auditor and Victor Pironescu - supervisor.
II. Audit Objectives 
 
The overall objective of the audit

 
The overall objective of the audit was to offer an objective assurance to the Minister of Regional Development and Public Administration on the carrying out of the Joint Operational Programme for the Black Sea Basin 2007-2013, whether it complies with the EU requirements.
 
 
Specific objectives of the audit

 
1. Evaluation of the management and internal control system in the JOP the Black Sea Basin 2007-2013;
2. Assessment of compliance with the provisions of the applicable legal and procedural framework
 

 
III. Field (area) of the internal audit mission

 
The field (area) of the internal audit mission of the internal audit is presented in detail in Annex no.1.

 
IV. The methodology used
The audit mission was carried out in accordance with audit methodology established by the Internal Audit Manual of JOP Black Sea Basin 2007-2013, approved by the MRDPA management, that defines in detail the stages of the internal audit process, the procedures to be followed and documents used in conducting the audit missions. During the audit mission documents and information provided by the JMA and JTS were analyzed. The audit work was carried out at the headquarters of JMA, the JTS and the Internal Audit Department. 

 
Documents were filled-in (checklists) for evaluating key elements and for internal operational procedures. 
 

In addition to verifying the documentation consisting of analyzing all available information sources (regulatory acts, operational procedures handbooks, instructions, guides, etc.), the Internal Audit Department/Division has also conducted interviews with the staff of Joint Management Authority and the Joint Technical Secretariat, on the occasion of the on-site intervention.

 

The interviews were designed to obtain information in order to clarify and supplement the verify information obtained from verification of the documents made available by the audited structures, operational procedures handbooks/manuals, legal regulations applicable to the activities of the stuctures. 

 

The topics addressed in the interviews with the staff of JMA and JTS have been: the internal organization, functioning and attributions of the JMA and JTS assigned to them, the responsibilities of each of the structures and human resources allocated, as well as the existing ones, ensuring the logistic base for carrying out the assigned tasks. 

 

As for the system procedures and specific operational procedures handbooks carrying out the functions of the Joint Management Authority and JTS, their verification was aimed at understanding the flow of activities described in the procedures, the verifications set in place within each process, the responsibilities of drawing-up, verification, certification or approval of documents, archiving of the resulting documents for ensuring audit trail.

 
Regarding the sampling methodology and the projects included in the sample 
 

In order to carry out the operational audit, the Auditors established a sampling methodology to assess the effectiveness of the existing management and control systems based on a selective check carried out based on a risk analysis, of the expenditure made by the various levels concerned. 

 

Checks carried out within the operational audit were recorded along the way through the filling-in of checklists.

 

Detailed sampling methodology and the sample of operations selected from the operations of the operational programmes for which expenditure was declared in the year preceding the year in which the annual project audit report is sent to the EC, are presented in detail in Annex no. 2 to this audit report.

 
V. Establishing audit standards 

 
The audit mission was conducted in accordance with internal auditing standards provided by the national legislation in the field of public internal audit, approved by the EC and taking into account the international standards for internal audit.  
VI. Responsibility of the audited structure
 
All data in the documents submitted to the internal auditors are the responsibility of the management of the audited bodies. In addition, the management of the audited bodies has the responsibility to implement the recommendations made as a result of this internal audit missions. 
VII. Responsibility of Auditors
 
The responsibility of the Auditors is to express an opinion on the implementation of the activities of evaluation and selection, contracting and implementation of projects concerning pre-established fields as a result of the internal audit mission. 

 
Responsible of tracking the implementation by the audited structure of the of the recommendations made in this internal audit report will be the Auditors who conducted the audit mission.

 
 
VIII. FINDINGS AND RECOMMENDATIONS 
 
Stage of implementation of the Black Sea Basin JOP, 2007-2013
                                         
a. The evolution of submission, approval and signing of the grant agreements during the two calls for project proposals under BSB JOP. 
 
 
Call 1

	 

 
	Amounts allocated
	Submitted projects 
	Approved projects approved
	Contracted projects

	
	
	No.
	value
	No.
	Value
	No.
	value

	Priority 1
	4,373,567.1
	90 
	35,011,269.36
	8 
	3,193,959.25
	8 
	3,140,250.18

	Priority 2
	4,998,362.4
	42 
	17,608,509.90
	7 
	3,149,106.13
	7 
	3,084,964.03

	Priority 3
	3,123,976.5
	41 
	7,556,229.79
	4 
	854,131.76
	4 
	850,234. 33

	TOTAL
	12,495,906.00 
	173 
	60,176,009.05
	19 
	7,197,097.14
	19 
	7,075,448.54


· Under the first call for projects a number of 173 projects were submitted, worthEUR 60,176,009.05.
· Of the 173 projects submitted for funding, 19 projects were approved in the amount of EUR 7,197,097.14.

· For the first call for project proposals, all projects approved following the evaluation and selection process were contracted, the total contracted amount being EUR 7,075,448.54.
· The differences between the value of the approved grants and the value  of grants granted represents corrections to the budgets operated during contracting

Call 2

	 
 
	Amount allocated
	Submitted projects 
	Approved projects 
	Contracted projects

	
	
	No.
	value
	No.
	value
	No.
	value

	Priority 1
	6,646,502
	109
	53,951,013.98
	14
	7,187,574.71
	2
	1,253,777.18

	Priority 2
	7,596,002
	57
	28,157,653.68
	18
	9,510,898.09
	6
	2,935,913.20

	Priority 3
	4,747,501
	29
	7,011,34447
	9
	2,291,455.98
	 
	593,797.58

	TOTAL
	18,990,005.00
	195
	89,020,012.13
	41
	18,989,928.78
	10
	4,783,487.96
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· Within the second call for proposals, 195 projects were submitted in value of 89,020,012.13 Euro.

· Out of the 195 projects submitted for financing, 41 projects were approved, in the amount of 18,989,928.78 Euro.

· Until the finalization of the audit mission, 10 contracts were signed, in the amount of 4,783,487.961 Euro, which represent 25.19% of the allocated amount.

b. The status of the financial implementation up to the date 29.03.2013 was the following:
	Contracted value
	First pre-financing payments 30% in year 2011
	First pre-financing payments 30% in year 2012
	Interim payments
	Total payments
	

	1
	2
	3
	4
	5
	5/1 * 100

	9,655,228.49
	1.358.455,52
	764.984,31
	947,623.55
	3,655,201.63
	43.40%


· Before the audit mission date, only 43.40% of the contracted amounts were paid to the beneficiaries.

· The majority of the paid amounts by the JMA to the beneficiaries represents the first pre-financing payment of 30%.
A. Objective 1:

Audit System – Evaluation of the internal management and control systems implemented at the “Black Sea Basin 2007-2013” Joint Operational Programme level and of their conformity with the provisions of the legal and procedural framework in force (according to art. 29 of the Regulation (EC) no. 951/2007)
The objective of the audit system is to thoroughly evaluate the internal management and control system set up by the JMA for the Joint Operational Programme “Black Sea Basin 2007-2013”, financed by ENPI, with the goal of establishing whether this functions economically and efficient and according to the provisions of art. 10 par. 5 of the Regulation (EC) no. 1638/2006 and of art. 14 par. 5 of the Commission Regulation no. 951/2007, in order to identify the deficiencies and to formulate recommendations for their correction.

Through the evaluation activity of this objective, the internal auditors sought to test the efficacy of the internal controls with a view to establish whether the system functions efficiently in order to prevent the errors and the irregularities and whether, in case of errors and irregularities, the system is efficient in detecting and correct them.

A.1. The separation of the tasks between and within the Joint Management Authority, the ensuring of the human resources and of the functioning of the structures at the level of Black Sea Basin JOP JMA and of the Joint Technical Secretariat

a. The organization and functioning of the JMA in year 2012
Findings:

· The tasks of the JMA for the Joint Operational Programme “Black Sea Basin 2007-2013” were not significantly modified in 2012 comparing with the situation presented on the occasion of the evaluation of the conformity of the management and control system for the Joint Operational Programme “Black Sea Basin 2007-2013” for year 2011, evaluation performed in March 2012.

· In 2012 it was, however, a transfer of tasks within JMA. Through the Regulation on the Organisation and Functioning approved by Order no. 608/29.03.2012 of the minister of regional development and tourism, the tasks of the financial unit (General Directorate for Programme Authorisation and Payments – Unit for Cross Border and Territorial Cooperation Programmes Authorising) regarding the verification of the requests for payment / reimbursement claims and the authorisation of payments for grant contracts / expenditures under the Technical Assistance component of the programme were transferred to Programmes Implementation Directorate, without modifying the JMA structure.

· From the analysis presented to the auditors by the coordinator of the compartment BSB JOP JMA, in 2012, for the operational structure of the programme, a number of 7 positions was allocated, similarly with the number of positions allocated for year 2011. During year 2012, out of the 7 allocated positions, 3 positions (43%) became temporarily vacant, but the staff was supplemented with 3 positions. The supplementary persons were newly hired in the institution and did not have specific experience for the operational programme, the lack of experience influencing the activity of the compartment.

· From the auditors’ point of view, the management of the structure which manages the territorial cooperation programmes should perform a thorough analysis of the entire staff existing at the structure level, in order to determine exactly the workload for each territorial cooperation programme, to assess whether the existing number of staff fairly covers all the functions and tasks which exist at present within the structure.

· This analysis is absolutely necessary because, starting with May 2013, the JTS will completely lack staff due to the fact that the individual contracts concluded with the staff expired or will expire. The JMA will also take over the JTS activity until the selection of the new JTS staff, situation that might lead to the task overload of the staff within the JMA operational structure.

· In year 2012, according to the Regulation on the Organisation and Functioning, Instruction no. 10/09.05.2012 was issued, regarding the verification of the requests for payment / payment reimbursement and authorisation claims for grant contracts / expenditures corresponding to TA component, and the job descriptions were prepared, updated and brought to the knowledge of the ones filling the positions for the staff with verification, authorisation and monitoring responsibilities. Also, the job descriptions were drafted and approved for the redistributed persons within the JMA operational structure.

· Regarding the professional training, in 2012 a plan for professional training at ministry level was elaborated, the individual training needs being identified on the occasion of preparing the annual professional performance evaluation reports of the civil servants. However, in 2012 the professional training was not performed due to the large volume of tasks and their complexity, not even for the newly distributed persons within the programme operational structure.

· At the Black Sea Basin 2007-2013 JOP JMA level, in 2012 situations where conflict of interests occurred were not identified.

Causes

· The extended duration of time regarding the launching and the carrying out of the award procedure for filling the 5 vacant positions within JTS, procedure that will not be finalised up to the expiry of all the contracts concluded with the existing JTS staff.

Potential Effects
· The operational programme implementation might be affected, with the risk of delays in the programme implementation.

RECOMMENDATION

The JMA management must urgently undertake the measures that are necessary for the updating of the staff tasks, so that an inappropriate management of the available human resources and the occurrence of the delays in programme implementation are avoided.

Deadline for implementation: May 2013
b. The organisation and functioning of the JTS in year 2012

· The JTS activity was delegated and organised by the minister’s Order no. 1899/2010, by Instruction no. 3/2011 and by individual contracts concluded by the JMA with the JTS experts.

· Because the JTS is not established as a distinct legal person, the working procedures applied at the JTS level are regulated and entirely covered by the procedures and instructions issued by the Joint Managing Authority.

· Regarding the JTS staff, in year 2012, out of the total number of 9 positions allocated to the JTS (1 management position and 8 execution positions), only 4 positions were filled in (1 management position, 2 project management positions and 1 information and communication manager), resulting an occupancy rate of 44.44%. The lack of JTS staff was due to the fact that the award procedure for the filling of the 5 vacant positions within JTS was modified, postponed until the obtaining of the grant contract implementation period extension, and finally rejected by the National Authority for Regulating and Monitoring Public Procurement (NARMPP) during year 2012, which lead to not filling in due time the staff within JTS and to the tasks overload of the existing staff.

· Moreover, the 4 experts that concluded individual contracts with JMA in year 2011 ended or will gradually end their activity, so that JTS will completely lack staff and, therefore, will not be functional starting with May 2013. We mention that the award procedure for the filling of the 4 positions that will become vacant was submitted on the JMA internal approval circuit in January 2013.

· During the audit mission, the auditors found that, at JTS level, the full logistical and technical support necessary for carrying out the activity was not ensured, considering that the workload and the activity complexity needs adequate equipment and services for JTS and JMA, such as:

· office equipment - at the date of on the spot audit mission, there is no new equipment purchased for the JTS staff. The equipment’s provided to the JTS by the JMA are morally and physically outdated (the printers, for example), not functioning at optimal parameters.

· internet services - in year 2013 the internet services were interrupted for a short period of time. JMA provided JTS with an alternative solution, with mobile internet stickers, but, on the long term, a properly technically dimensioned and permanent network was necessary, in order to support the office activity without problems.

· telecommunication services - the interruption in year 2013 of the telecommunication services - the fixed phones functioning ceased due to the lack of a lease contract valid on a long term. JTS continued to benefit from mobile phone services, their interruption being for a short time.

· JTS office renting – the lease contract was valid until the end of February 2013. The contract extension for a period of 4 months was under progress at the time of the audit mission. In case that the extension is not approved in due time, the JTS relocation is necessary.
· Another problem identified at JTS level is represented by the transfer of the current activity from the JTS staff who finish the contracts in the period February – April 2013 (according to the individual contracts), to the JMA staff and/or new selected JTS staff. Until the finalisation of the audit mission there was no plan regarding the handing over of the JTS staff tasks to the JMA staff gradually as the contracts end, in order to ensure the activity continuity.
· The findings regarding to the JTS endowment (equipment’s and services) presented above were caused by the delay (both at the JMA and supporting structures level, as well as at the NRMAPP level) and/or the failure of the award procedures, the main reason being the rule of origin and the inconsistency with the national legislation.
· We mention that, in case that no urgent measures regarding the JTS functioning are not taken, in the immediately following period there is the risk that JTS becomes not functional, and certain activities, such as the monitoring visits, the verification of the notifications especially those regarding budget modification, are not taken into consideration in due time.

Causes
· The reluctance of NRMAPP to allow the use of the rule of origin and nationality for the procurement from community funds, regarding the procurement of equipment’s, as well as expert services.

· Malfunctions in the procurement process at JMA level and/or certain supporting directorates.
Effects
· In year 2012, the JTS activity was not carried out in optimum functioning conditions.
RECOMMENDATIONS
1. Exercising all the diligence, at the JMA management level, in order to maintain a functional JTS at the Black Sea Basin JOP level.

Deadline for implementation: immediately.

2. The urgently elaboration and implementation by the JMA management of an action plan for the handing over of the JTS staff tasks gradually as their contracts end or to establish the modality for the taking over of the JTS activity by the JMA staff, with a view to ensure the continuity of the activity in case that JTS will not function anymore.

Deadline for implementation: 2 weeks from the approval of the Audit Report.
A.2. Elaboration, update and dissemination of the JMA working procedures

Taking into account that the written procedures represent the basic element of an adequate internal control system, in order to formulate an opinion regarding this component, the auditors requested information on the elaboration, update and dissemination of the relevant written procedures for the implementation of the 2007-2013 Black Sea Basin JOP.

Findings:

· The procedure for handling the appeals submitted by the applicants following the process of project proposals evaluation was not prepared as separate procedure. By Instruction no. 5, approved by the head of JMA, the procedure for project proposals evaluation and selection was modified, although the auditors’ recommendation was issued in the sense of preparing a separate procedure. From the auditors’ point of view, Instruction no. 5 should have detailed the procedure for handling the appeals, as follows:

· the deadline for requesting point of views from other structures, if the case;

· there is no mention whether a Registry of the appeals, in which all the received appeals should be recorded, exists;

· the instruction does not contain annexes regarding the Registry of the appeals, template for the Report of the appeal committee, notification for the reply to the claimant, template for point of view request, etc.

· During year 2012, the JMA working procedures were modified by instructions of the head of JMA, but the procedures were not revised according to the instructions issued by the JMA, fact that makes difficult the verifications of the way the working procedures are applied, according to art. 29 of Regulation (EC) no. 951/2007. From the auditors’ point of view, this is not a wrong practice, as it ensures promptness in amending the procedures when it is observed that certain internal or external factors may have a significant impact on the project implementation process. However, we consider that the procedures modified by instructions should be periodically revised, so that they are much easier applied by the ones using them.

For example, with reference to the monitoring procedure - in the verifications that the auditors should have performed in order to evaluate the conformity with art. 29 of Regulation (EC) no. 951/2007, the JMA presented the initially approved procedures and the instructions that modify them. This aspect made difficult the verifications of the way they were applied, because important tasks were taken over from the General Directorate for Programme Authorisation and Payments – Unit for Cross Border and Territorial Cooperation Programmes Authorising, and the deadlines for carrying out the transferred activities were not updated also by the audit trail drawn up and attached to the instruction. Also, neither in the body of the instruction there are no references to the deadlines applicable to the specific activities that have to be carried out.

· From the auditors’ point of view, at the JMA level a quarterly plan would be necessary to be prepared with reference to the activities that have to be carried out within JMA, the strict deadlines for their performance / reporting, a report with the rejected documents / clarification requests which should allow the management to identify malfunctions in the performance of the current activities and in the project implementation which lead to delays in the proper functioning of the JMA, as well as in the project implementation.

Cause
· The lack of periodically revision (for example, twice a year or annually) of the working procedures makes difficult their use by the JMA staff, as well as the verification of their use by the responsible structures (internal audit, Audit Authority, EC, etc.).

Potential Effects
· The risk of inconsistency in applying the working procedures at the JMA level by the responsible staff.

RECOMMENDATIONS

1. The revision and update of the working procedures according with the instructions approved by the JMA management in year 2012 and the modifications occurred in year 2013.

Deadline for implementation: 30.08.2013.

2. The preparation by the JMA of a quarterly plan regarding the activities that have to be carried out within JMA, with strict deadlines for their performance / reporting that should allow the management to identify malfunctions in the performance of the current activities and in the project implementation which lead to delays in the proper functioning of the JMA, as well as in the project implementation.

Deadline for implementation: quarterly.
A.3. JTS reporting system to JMA
· According to the Regulation on the Organisation and Functioning of the JTS (approved by minister’s Order no. 1899/26.07.2010), JTS prepares periodic activity reports in conformity with the requirements of the JMA and the grant contract no. 2009/213-363 - 2009/213-393 - „Establishment of the Joint Technical Secretariat for the ENPI CBC Black Sea Programme 2007-2013”. JTS reports to the JMA regarding the project monitoring activity, the communication plan implementation, the monthly submission (by the JTS experts) of reports for the entire activity and timesheets in order to receive the payment for the services.

                                                                                                      
· In 2012, the JTC manager brought to the attention of the JMA the impossibility to fulfill specific contractual obligations, as well as the extra responsibilities that were assigned to them and that cannot be fulfilled in part or in full due to the unavailabillity of staff and logistics. Therefore, the reported problems concerned:

· Challenges in performing the financial tasks when monitoring due to the lack of JTS staff with financial responsibilities;
· Impossibility to perform the MIS ETC tasks – the system was not functional at JTS level despite the fact that the duties of the JTS include the administration and entering data in the MIS ETC programme. The JTS cannot perform this duty at its premisses due to the impossibility to ensure the information security. 
Cause:
· the lack of staff and logistic made it difficult, if not impossible, for some tasks mentioned in the contrac to be fullfilled.  
Potential Effects 
· unfullfillment of the contractual task regarding data registration in the MIS ETC information system. 
RECOMMENDATION
In case the JTS will continue to operate, the JMA management must continue to assess the activity reports of the JTS regarding the duties that cannot be adequately performed and to continue to take action without delay when necessary.

Implementation Deadline: Permanent 
A.4. Risk Management at Black Sea Basin JOP 

· A working procedure on risk management was drafted for the risk management activity at JMA level. However, in 2012 the JOP BSB Risk Registrar was not updated with the newly identified risks. Thus, the auditors consider that in 2012 the risk/problem management activities were not carried out, which could affect the JMA objectives.
· Moreover, there was no evidence made available to the auditors to hold the fact that in 2012 the risk management team had a risk assessment meeting at JMA BSB JOP level in order to assess the progress of the risk actions based on the Risk Action Plan, the analyses of the risks highlighted in the audit reports, etc In the light of the documents that were made available to the auditors, the last risk assessment meeting was held in November 2011. 
Cause:
· In 2012 there was a lack of activity of the risk management team at JMA level.
Potential Effects
· Failure to highlight the risks and to take steps to limit / eliminate their effects.

· Innefficient internal risk control system 
RECOMMENDATION

1. Fulfilling the activities that of the competence of the risk management team appointed at JMA level, in view of managing the risks signaled by those involved in the implementation of the program, the evaluation of the potential impact as well as establishing certain measures to decrease their probability and impact on the activity of JMA and of the projects being implemented. 

Implementation deadline: permanent.

A.5 The information system and its functionality at JMA and JTS level

· In 2012, the deficiencies signaled during 2011 regarding the IT facilities of JMA endured, meaning that the PCs, printers and scanners, which are roughly 5 years old, are morally outdated and sometimes lack the software necessary for an efficient activity, the possibility of repairs by the personnel utilizing them continue to be limited by the security policies of MRDPA and there is no dedicated personnel for the IT of the Program.

· At JMA level, in order to ensure the back-up of information, the documents are weekly stored in electronic format on the network, or archived on DVDs.

· The procurement process for new IT equipment was hindered due to NARMPP’s reticence to allow the use of the rule of origin and nationality for the procurement of community funds, a problem which was also signaled by the auditors in the audit report for 2011.

· At JMA level, the functionality of MIS-ETC is deficient, the problems identified in 2012 regarding the ergonomics and capability of the information program still remain; the functions for uploading documents to the system were not optimized nor the addition of functions which would allow the automatic import of text files and spreadsheets and a secure and functional interface through which the beneficiaries to introduce data directly during the implementation of the project was not provided.    

· At JTS level the problems identified in the previous years continued to exist during 2012, in the sense that:

· The information system MIS-ETC has both technical problems as well as design problems so as to be utilized as a work tool for JOP BSB. Despite the JTS personnel has attributions in what concerns the introduction of data in MIS ETC, these attributions were not carried out at the headquarters of JTS due to the impossibility of ensuring the security of information. What is more, the work volume necessary for data introduction and management in the system for all the projects in the program requires an average of 6 days/person/project, which cumulatively, only for the approved projects (19 in Call 1 and 41 – in Call 2: 60 projects in total) would require approximately 360 days/person. 

Causes: 

· NARMPP’s reticence to allow the use of the rule of origin and nationality for the procurement of community funds.

· The lack of authorized hardware connected to the MRDPA network for the use of MIS-ETC at JTS level. 

Potential Effect:

· Delays in the introduction of data in the MIS-ETC information system

RECOMMENDATIONS

1. The initiation of public procurement procedures for new IT systems for JMA from the TA budget of the Program so that the functioning of the MIS-ETC information system may be ensured.

Implementation deadline: 2 weeks from the approval of the Audit Report

2. The Management of JMA to take the necessary measures in order to recover the delays occurred during 2012 regarding introducing data in the MIS-ETC information system relevant for the verification and audit activities and to ensure at the same time the data integrity, protection and security.

Implementation deadline: 1 month from the approval of the Audit Report

3. Ensuring the access of JTS personnel to the MIS-ETC system, by purchasing for JTS certain information equipment to be correlated with MIS-ETC, as well as ensuring the functions and equipments necessary for the communication activity of JTS.

Implementation deadline: 30.06.2013

A.6 Archiving documents at the JMA and JTS level

· The paper documents are archived according to the archiving procedure, using externally contracted services for this purpose, and the great majority of the paper documents are scanned (in the case of JMA) and also electronically archived by the JMA personnel. 

· In what archiving is concerned in the case of JTS, this comported certain deficiencies during 2012, caused by the over-encumbrance of the existing personnel, which lead to delays in archiving according to the archiving procedure of the documents drafted/received by JTS from the project beneficiaries/ partners.  

Cause:

· The overloading of the JTS personnel 

Potential Effect

The delayed archiving of the documents may lead to the loss of important documents related to the operational program and the project which justify the activities carried out for the implementation of the program and the projects. 

RECOMMENDATION

1. Ensuring an adequate document archiving process at the JTS level considering the fact that, according to the provisions of article 45 of the EC Reg. no. 951/2007 the documents related to the common operation program and project must be kept for seven years.

Implementation deadline: permanent.

A.7 The management of the technical assistance competency for 2012

· In 2012, after the approval of the annual TA budget and of the annual work schedule of the program (through the decision of the Joint Monitoring Committee from January 2012), the global financing decision at JMA level was drafted, decision on which the is the basis for the provisioning of the amounts necessary for the financing of the expenses made by JMA from the technical assistance component of the program. 

· Following the verifications carried out, the auditors found that through the Global Decision for financing for 2012, was approved a smaller budget that the one approved by CCM. 

· The TA annual budget was modified in November 2012 in accordance with the provisions of the Multiannual Technical Assistance Strategy of the program, so that from the expenses category 6. Services, subcategory 6.1 Event Organization (where the amount of EUR 50,000) EUR 10,000 will be redistributed as follows:

· EUR 8,000 – to subcategory 6.5 Carrier services and     

· EUR 2,000 – to subcategory 6.3 – Maintenance of programme website and MIS-ETC.
From the TA budget for 2012, no reimbursement claim was paid by the finalization date of the audit mission. So that the budget for 2012 appears as follows:

	Budget approved by CCM
	Budget approved by the global financing decision
	Reimbursed expenses for 2012 from the TA budget approved by the global decision. 

	EUR 757,000
	EUR 375,000
	0


· as can be observed from the table above, from the TA budget approved for 2012 no reimbursement request was plaid, even though in 2012 expenses were made from the TA budget (according to the request for the reimbursement expenses finalized and forwarded to the first level control for the first semester of 2012 for which the first level control was finalized), but until the finalization date of the audit mission this request had not been paid. In September 2012 a request for reimbursement was paid for the expenses made in semester IV of 2011, namely EUR 27,049.49.
· Following the verifications carried out, the auditors found that, even though a work procedure related to the TA component manager is approved at JMA level, it is not up to date, as appears below:

· In the TA procedure it is mentioned that JTS submits monthly TA payment requests, attribution which JTS does not have, especially considering the activities of JTS should be financed from the grant agreement, and not from the TA component of the program.

· In view of monitoring the implementation of the annual work schedule for the program and the TA annual budget n the TA procedure it is mentioned that progress reports are made, and consolidated progress reports, but in practice the progress reports are drafted and annexed to the reimbursement request. 

· Concerning the observance of the deadlines for the TA verification, authorization and payment deadlines, this aspect could not be verified because, through Instruction no. 100/09.05.2012 approved by the Head of JMA, the attributions of DGAPP – The Authorization for Territorial and Transborder Cooperation Programs Department regarding the verification and authorization of payment/reimbursement requests were taken over by the Program Implementation Department. In the Audit trail attached to the instruction there are no mentions to the deadlines for these activities, if they are the ones initially established or if they change. 

· Concerning the procurements provisioned for 2012 for the proper carrying out of the JMA and JTS activity, the auditors found that no equipments were purchased in 2012 for JMA and JTS, even thought the existing equipment is technically outdated, and the purchasing of new ones was in order, or certain services for the organizing of program-specific activities were purchased with great delays.

· In July 2012 the international tender was organized for the externalization of the operational project audit, and after modifications and long approval periods for the documents, it was published in PPES and rejected several times. Taking into account the reduced capacity of the human resources of the JMA internal audit structure, these audits cannot be carried out on site, so their externalization is needed. 

· From the point of view of the auditors (following the information and documents received), for carrying out the procurement necessary for the adequate carrying out of the program-specific activities in due time, it is necessary to change the circuit of documents and to shorten their approval/authorization periods for the optimization of the entire circuit of document/approval/authorization.  

Cause

· Dysfunctionalities in carrying out the procurement process at JMA level and/ or at the level of the support structure in charge of public procurements for 2012.

Potential Effect:

· Failure to procure assets and services may affect the carrying out of the activity specific to the implementation of the project in due time. 

RECOMMENDATION

1. The Management of JMA to carry out the necessary measures in order to solve the problems occurred during 2012 as well as the efficient and effective use of the TA component resources and in accordance with the objectives and priorities established though the programming documents. 

Implementation Deadline: 30.09.2013

A.8 Information and Advertising Activity

· In January 2012, through the JMC decision, The Annual Communication plan was approved, which comprises measures regarding the information and communication necessary for promoting the program and the projects. The supervision of the implementation stage for the annual communication plan was carried out in 2012 by the JTS communication manager. The reporting activity regarding the carrying out of the communication plan is done annually by the JTS, with the approval of JMA, at the end of the year, when the new communication plan is drafted.   
· From the assessment of the communication and raising awareness activities that were incurred in 2012, the auditors have found the following: 
· The anual conference was organised in Chişinău – Republic of Moldova.
· There were two training sessions for the projects approved under the first call, and for those approved under the second call there were planned 2 to 3 sessions. In order to ensure that the projects are being implemented in accordance with the terms of the contract, on-spot verifications/visits to the site were made in the first 2-3 months from the beginning of the implemention of the contracted projects. 
· At the date of the audit mission, 4 projects from the second call were already at the implementation stage: project no.201 signed on the 28th of December 2012, Romanian Beneficiary; projects no. 237 signed on the 22nd of January 2013, Romanian Beneficiary; projects no. 238 signed on the 27th of December 2012, Romanian Beneficiary; projects no. 334 signed on the 7th of January 2013, Armenian Beneficiary. 
· In February 2012 the JTC organised a trainning session for the project and financial managers from projects 201 and 328 regarding general and specific aspects of the management, archiving and reporting system of each project. For project 237, on the 22nd of January 2013 the JTS organised a training session with the Beneficiary. After the date the contract was signed, the same general and specific asspects regarding the management, archiving and reporting system were disscussed. 
· Regarding project 334, there was no training session held because in September 2012 there was a series of meetings with the Armenian Beneficiary during a pre-contracting visit in Armenia and he was also given full implementation support by email with explanations of the contractual provisions and implementing rules.   
· Please note that all second call beneficiaries will participate in training sessions and / or regular visits organised by the JMA / JTS.
· Moreover, in November 2012, a one-day training session for the first level controll from Romania, Bulgaria and Greece was organised at the JMC premisses.
From the auditor’s point of view, the possibility for project auditors to be invited    at these trening sessions should be considered given the fact that in countries where the first level control is not organised, the project auditors perform activities that meet those of the first level controllers from EU Member States.
· During the audit mission, the auditors found that, at the JTS level, the communication activities have been undertaken by the communication manager and also by the entire JTS staff, by on-line communication with the Beneficiaries and partners on specific problems encountered during the implementation of the projects. 

RECOMMENDATION

1. The JMA/JTS management should ensure that training sessions for the Beneficiaries and partners, and also for the auditors in the partner countries, shall be organized for the projects financed within the second call for proposals as well, in order to inform them on the general and specific conditions required to be respected during the projects implementation.

Deadline for implementation: end of the contracting process.

A.9. Existing management system of irregularities at the Black Sea Basin JOP level

No irregularities have been reported during 2012 at the level of the Black Sea Basin JOP.

Causes, effects, recommendations:

Not applicable

A.10. Evaluation related to the implementation of the recommendations following the audit missions undertaken by the Audit Authority and the Internal Audit Unit in 2011 and 2012 

Following the verification of the status regarding the implementation of the recommendations expressed by the Audit Authority and the Internal Audit Unit in 2011 and 2012, the following have been found:

· The percentage of implementation of the recommendations expressed by the Internal Audit Unit is 93%.
· The status of implementing the recommendations does not mention the reasons for not implementing them, where applicable, although all the recommendations included in the audit reports have been accepted by the JMA management.

· One of the Audit Authority’s recommendations regarding the Internal Audit Unit (expressed in 2011), necessary to be implemented, it is not implemented - “Taking into consideration the complexity of the audit covered by this department, according with the national legislation and internal procedures of the ministry, and especially the specific tasks regarding the audit of the system for the European territorial cooperation programmes co-financed by ENPI, and also the obligation to meet the annual audit calendar for these programmes, we consider that it is necessary to strengthen the administrative capacity of the Ministry for Regional Development and Public Administration in the following respect: a. increase the number of staff; b. identify and apply methods and also budgetary or extra-budgetary resources (including EU non-refundable funding) for financial motivation of the staff”.   
In order to implement this recommendation, the Internal Audit Unit issued the following documents: letter no.8185/31.01.2011, Memo no.41074/24.05.2011, Note no.58373/02.08.2011, Memo no.6397/27.01.2012, letter no.8838/06.02.2012, Note no.7361/31.01.2012, Note no. 24164/25.03.2013. 

Despite of all these actions, until the moment of drafting this audit report, no progress has been registered as regards the increase of the internal audit staff of the JMA and the applicability of methods for financially motivating the Internal Audit Unit staff. Currently, 7 persons (6 operating staff and 1 head of unit) are working within the Internal Audit Unit, compared with 10 persons (in 2012).

· The status of implementation/non-implementation of the recommendations expressed by the Audit Authority and Internal Audit Unit is as follows:

	Recommendations
	Number of expressed recommendations 
	Implemented recommendations


	Non-implemented recommendations/ recommendations  with on-going implementation 
	Inapplicable recommendations  
	Percentage of implemented recommendations 

	Audit Authority
	8
	5
	2
	1
	62%

	Internal Audit Unit
	15
	13
	2
	-
	86%

	TOTAL 
	23
	18
	4
	1
	78%


RECOMMENDATION

1.  
According with the set-up Action Plan, the JMA shall quarterly inform the Internal Audit Unit on the status of implementation of the expressed recommendations (by the Audit Authority and also by the Internal Audit Unit), mentioning the causes for non-implementation and the new proposed deadline for implementation (where the case). In addition, the JMA shall also submit supporting documents in case of implemented recommendations. 
Deadline for implementation: quarterly.
A.11. Modifications incurred within the JMA during 2013
· Starting with January 2013, the JMA structure, respectively the Operational Unit, the Financial Unit and the Audit Unit, has not been modified by the Government Decision no.1/2013 regarding the organisation and functioning of the MRDPA. The JMA units are composed of the following: 

· Operational Unit composed of the Directorate MA European Territorial Cooperation Programmes - Black Sea Basin Department and the Directorate Monitoring - Monitoring of European Territorial Cooperation Programmes Department;

· Financial Unit composed of Directorate for Programme Authorisation and Directorate for Payments and Accounting;

· Internal Audit Unit.

The directorates involved in managing the Black Sae Basin JOP ensure the same attributions. Only the names of the directorates involved in managing the programme have been modified by Government Decision no.1/2013, while the expertise of the staff involved was kept within all departments.
· We mention that the new Regulation for Organization and Functioning (ROF) and the Minister's Order on the organization and functioning of the JMA, as well as its structure and also attributions of the composing units, are being currently finalized. The verification of the organization manner, of the separation of attributions manner and allocation of staff will be assessed and analysed in connection with the completion of the audit mission for drawing up the audit of the system annual report for 2013.

Causes, effects – not applicable
 
RECOMMENDATION
 
1. MRDPA and JMA management to ensure, while elaborating the documents regarding the organization and functioning of JMA, that the functional independence of the units composing the JMA is not affected in accordance with the applicable European regulations.

Deadline for implementation: May 2013
 

B. Objective 2: 
 
Audit of the operations/projects - Assessment of compliance with the provisions of the applicable legal and procedural framework (for carrying out the provisions of art.30 and art.37 of the Regulation (EC) no.951/2007 laying down implementing rules for cross-border cooperation programmes financed under Regulation (EC) no.1638/2006) 

The expressed findings relate to the period from January to December 2012.
 
B.1. Evaluation and selection of applications submitted under the second call for proposals 
 

· In order to verify the process of evaluation and selection of applications submitted for the second call, a sample of projects was randomly selected, respectively projects MIS-ETC code 181; 350; 186; 182; 190; 330; 227; 293, 310; there was also  verified the relevant documents drawn up and made available by the JMA/JTS staff involved in the evaluation of projects.

 

· The following have been found:

· The evaluation and selection procedure for the second call for proposals was carried out in accordance with the Guidelines for Grant Applicants, Guidelines for Evaluation of Proposals and the Rules of procedure.

· The selection of the independent external assessors was achieved under an EC Framework Contract "Beneficiaries 2009". The JMA has sent the Terms of Reference to EC, while EC, through its specialized services, has launched the selection process. After the receipt of the offers by EC, those were transmitted to the JMA, which made the assessment in accordance with the rules laid down in the Framework Contract “Beneficiaries 2009". 

· The selection of experts was carried out by EC. 

· The payments to the experts have been done by EC, as contracting authority, the amount of the contract being allocated in the TA budget and deducted from the TA payments made by EC to JMA.

· The evaluation and selection process was carried out in three stages, in accordance with the provisions of the Guidelines for Grant Applicants, respectively:

-  Stage 1 – Opening session and administrative check 

-  Stage 2 – Evaluation of the full application
-  Stage 3 – Verification of eligibility of the applicant and partners

· The evaluation of the quality of applications has been carried out by the Selection Committee, helped during the technical and financial evaluation by independent external experts, in accordance with the evaluation criteria set out in the Evaluation Grid. 

· The decisions regarding the approval or rejection of the projects were communicated to the applicants in writing, within the deadline referred to in the Guidelines for Grant Applicants.

· Following the communication of the standard Letters of notification to each Applicant in order to communicate the outcome of the evaluation process, for the three stages, 27 complaints have been received from the applicants:
-         Opening session and administrative check - 3 complaints;

-         Evaluation of the full application - 2 complaints;

-         Verification of eligibility of the applicant and partners - 22 complaints.

· Following the verification carried out by the auditors of the documents regarding the evaluation and selection of the project proposals within the second call, no deficiencies able to significantly affect the process of evaluation and selection of projects have been identified, with the exception of the situation where not all National Authorities of the partner countries in the program have sent letters of nomination within 30 calendar days from the date of submission of the request of proposals for nomination, in order to set up the Selection Committee (Georgian NA 27.09.2011, Ukrainian NA 20.09.2011 and Moldavian NA 15.09.2011, although the deadline was 09.09.2011).

 

RECOMMENDATION
 

For the future, the JMA management to request the setting up of a database at the level of each NA, including names of persons with experience in the management of EU funds from the participating countries in the program. 
 
Deadline for implementation: for the next programming period, if applicable.
 

B.2. Contracting of the projects within the second call and modification of the contracts within the first call 
 
· In the year 2012, following the completion of the evaluation process of the applications submitted within the second call for proposals, the JMC approved the final Evaluation Report, selecting for funding, at the SC proposal, 37 projects which entered the pre-contracting phase. Subsequently, according with the European Commission's decision, the financial allocation of the ENPI budget of the program has increased by EUR 2,422,439 up to EUR 28,118,955, so that 4 other projects (on the reserve list) will be funded from this program. Until the completion of the audit mission, out of the 41 projects approved under the second call for proposals, 10 projects have been contracted, 7 projects are on the internal endorsement circuit, 11 projects are in an advanced stage of the contracting, 10 projects are in the clarifications stage, and 3 projects have been proposed to be excluded from financing. 

· During the audit mission, following the verification of the contracting documents, the auditors have identified certain issues arising in the contracting process, namely major delays in contracting projects due to the number of partners in the project.
Thus, the contracting process of the approved projects was going to be completed, in accordance with the indicative timetable set out in the Guidelines for Grant Applicants and with the deadlines set out in the audit trail of the contracting procedure (60 working days after the JMC decision approving the final Evaluation Report), between May and June 2012. In order to decrease the contracting delays, the JMA management issued Instruction no.15/05.07.2012 on the prioritization of projects for the contracting process. 

However, until the completion of the audit mission (January-March 2013), only 10 projects out of the 41 projects approved following the completion of the evaluation and selection process have been contracted.

· The main amendments to the grant contracts within the first call (through notifications/addendums) were related to changing the address, the bank accounts, the auditor, amendments to the budget or the description of action, changes which do not affect the main purpose of the action and the financial impact. In order to verify the modifications of the grant contracts, through notifications and/or addendums, the auditors have verified a sample of 5 projects, namely:

· Project MIS ETC 180 "Dialogue between Cultures"

· Project MIS ETC 185 "Facilitate the trade of agro-food products in the Black Sea Basin (FTAP)"

· Project MIS ETC 191 "Capacity for Integrated Urban Development: INTEGR-ABLE"

· Project MIS ETC 287 “Industrial Symbiosis Network for Environment Protection and Sustainable Development in the Black Sea Basin (SymNet) "

· Project MIS ETC 247 "Interpretive Trails on the Ground – Support to the Management of Natural Protected Areas in the Black Sea Region (Inter Trails)"

· After carrying out the verifications of the sampled projects, the following have been found:

· Handling of the notifications received from the Beneficiaries relating to budget amendments are carried out with difficulty and requires, in some cases, very long periods of time, being necessary to require a large number of clarifications to the Beneficiaries.

· The Beneficiaries respond to the clarifications requested (either by JTS or JMA) after a longer period than the procedural deadline of 5 days since the request. 

For example, in case of the clarifications requested by the JTS:

-    for project MIS ETC 185, 79 days were needed since the first request of clarifications for the Notification no.2, and 15 days since the first request of clarifications for the Notification no.3; 

-    for project MIS ETC 247, 16 days were needed for the Notification no. 2, 10 days for Notification no. 3 and 14 days for Notification no. 4.

If case of the clarification requested by the JMA:

-     for project MIS ETC 191, 55 days were needed for Notification no. 4; 

-     for project MIS ETC 247, 13 days were needed for Notification no. 3; 

-     for project MIS ETC 185, 63 days were needed since the first request of clarifications for Notification nr. 1.

· An identical situation occurs in the case of modification of the grant contract through addendum. For example, the Beneficiary of the project MIS ETC 180 responded to the second round of clarifications required by the JTS (in case of requiring an addendum to the grant contract for the extension of the implementation period) after 10 days, while the procedural deadline is 5 days (JTS has requested clarifications on the 16.05.2012 and the Beneficiary's reply arrived at the JTS on 30.05.2012).

· JTS submits the notification and supporting documents (clarifications) to the JMA after a longer period than the procedural deadline of 1 day from the expiration of the analysis period or from the response to the clarifications, the deadline ranging between 3 days and 24 days, due to difficult communication with Beneficiaries/partners. For example, in case of project MIS ETC 185 – 3 days for Notification no. 2, 3 days for Notification no.3, and in case of project MIS ETC 287 – 24 days for Notification no. 2.

· The Beneficiaries submit to the JTS the request for an addendum with less than 2 months before the end of the implementation period (in case of 3 months extension of the implementation period of the project). For example, in case of project MIS ETC 191, the last day of the project implementation was 07.01.2013, and the Beneficiary requested the Addendum through letter no.JTS 415 from 27.11.2012. According with the art. 7.2.10 in the Special Conditions of the grant contract, this request should have been submitted to the JMA with at least 2 months before the end of the implementation period.

 
Causes
The lack of experience of the Beneficiaries/partners in the implementation (especially financial) of the grant projects. 

· The large travel times, from the sender to the recipient, of the documents submitted by classical mail or courier.

· The high degree of workload of the personnel involved in contracting activity. 

Effects 
· The occurrence of financial difficulties in the implementation of the projects.

· Delays in projects implementation.

 
RECOMMENDATIONS
 
1. The organization on a regular basis by the JMA of training sessions with Beneficiaries/partners in projects, regarding the modification of the projects budgets during their implementation, the main problems that may arise during the progress of the projects, the reporting and communication between the parties involved in the implementation of the project. 

 

Deadline for implementation: semi-annually/annually.
 

2. Analysis of the opportunity to implement the system of submitting scanned and electronically signed documents by electronic mail (e-mail), between Beneficiaries/partners and JTS/JMA, together with the submission of paper-based documentation. 
 
Deadline for implementation: 30.06.2013.
 
B.3. Reporting and monitoring at the project level
 
· At project level, the monitoring is done through progress reports, intermediary/final reports of the Beneficiaries and on-the-spot visits. The JTS carries out monitoring visits following an annual plan, updated regularly, including the following types of monitoring visits:

Following analysis of progress/technic and financial interim reports, and also the reports regarding site visits and interviews with the persons behind projects monitoring and implementation, the auditors found that for 5 from 19 projects contracted on the first call of proposals have delays in implementation, this projects are the following:

· Project „Development of a common intraregional monitoring system for the environmental protection and preservation of the Black Sea – ECO-SATELLITE” MIS-ETC code 154, the beneficiary is Decentralized Administration of Macedonia and Thrace, Thessaloniki, Central Macedonia, Greece.

· Although the project started in October 2011, the beneficiary did not submit any payment request until 31.12.2012 beside the pre-financing request. These delays are in principle a result of the impossibility to spend the amounts allocated to the Human Resource chapter, due to national legislation modification regarding salaries and public personnel employment.

· Project „Capacity for Integrated  Urban Development: INTEGR-ABLE” MIS-ETC code 191, the beneficiary is Urban Foundation for Sustainable Development (UFSD), Yerevan, Armenia with implementation deadline on January 2013.

· Filed a request for interim payment in September 2012, and in December 2012 they have signed an addendum to correct the percentage of founding awarded by the JMA (89,99% of the project value, according to the decision of the JMC), and also the value of interim tranche of pre-financing. At 07.01.2013 they have signed another addendum to extend the implementation period of the project with another 2 months.

· Project „BSUN Joint Master Degree Study Program on the Management of Renewable Energy Sources – ARGOS” cod MIS-ETC 277, the beneficiary is University Ovidius - Romania with implementation deadline on June 2013 and start time from June 2011.

· They didn’t submit any payment request beside the pre-financing request until 31.12.2012. They have submitted a request to extend the implementation period of the project with another 3 months (request is currently under analysis at the JTS).

· Project „Black Sea - Solidarity and Economic Activity - BS – SEA” MIS-ETC code 281, Beneficiary „Yambol Chamber of Commerce and Industry, Yambol, Yugoiztochen” – Bulgaria with implementation deadline on April 2013.

· They didn’t submit any payment request until 31.12.2012 beside the pre-financing request. The Lead Partner took steps regarding the expenses verification for partners and consolidating the interim report (long-term process).

· Project „Raising Public Awareness on Solid Municipal Waste Management in the North-West of the Black Sea Region” cod MIS-ETC 175, beneficiary „Regional Environmental Centre Moldova (REC Moldova), - Chisinau, Moldova with implementation deadline on August 2013 and start time from March 2011.

· They did not submit any payment request until 31.12.2012 beside the pre-financing request. Until the end of 2012 the Lead Partner took steps regarding the expenses verification for partners and consolidating the interim report (long-term process).

· Project „Black Sea Joint Regional Research Centre for Mitigation and Adaptation to the Global Changes Impact„, beneficiary National Institute of Marine Geology and Genecology MIS-ETC code 274.

· The Lead Partner has identified a potential problem regarding legal establishment of a center that was mentioned in the project. They propose another alternative form, the entity (new form) constituted so will not have independent/distinctive legal personality and this new situation can not guaranty the participation of other partners from other countries at the level described in Application. This situation put in question the whole project implementation. At the date when audit mission was carry out, the JMA have sent an official response to the Lead Partner mentioning that they must make all the arrangements to implement the project in the initial conditions as they were approved and mentioned in the contract.    

Since the launch of the program until 31.12.2012 within BSB CBC JOP were completed 2 projects:

· Project „Dialogue between Cultures” MIS-ETC code 180 that was finalized at the end of August 2012, the final report on this project along with final payment request are under assessment to the JTS/JMA.

· Project „Black Sea Tradenet (BST)” MIS-ETC code 248 that was finalized but with delay in submitting the interim and final report on this project along with interim and final payment request.

Causes

· The lack of experience of the beneficiaries/partners in implementation of the grant projects (especial the financial part).

Effects:

· The emergence of financial difficulties in the implementation of projects.

· Delays in projects implementation

Recommendations:

1. JMA/JTS management to organize for the second call projects training sessions for beneficiaries and partners on how to report in terms of monitoring procedure.

Term of implementation: permanent
2. JMA management must ensure that the support is given to the beneficiaries regarding the request of pre-financial requests (depending on the planning of the activities of each partner).

Term of implementation: permanent
3. For projects identified with implementation risk, JMA/JTS must carry out further monitoring to provide all necessary support for the completion of projects.

Term of implementation: depending on the specific situations encountered in implemention.

4. Validation, verification, authorization and payment of expenditure reported by beneficiaries and partners during 2012 year.

In accordance with art.39 of Regulation (EC) no. 951/2007, for the beneficiaries/partners located in Romania, the first level control is realized by checking 100% of the expenses incurred by them in the s implementation of the projects (from the administrative, technical, financial and physical point of view). These verifications are made by first level control department (FLCD) within the first level control directorate. 

In order to analyze according to art.39 of Regulation (EC) no. 951/2007, how was performed the first level control, the auditors also checked if the control of the expenses reported by the Romanian beneficiaries/partners was carried out according to national and relevant community legislation as well as first level control manual. Verification has been carried out on the basis of the verification list regarding the first level control drawn up by the Auditors.  
A result of checks carried out, where not identified deficiency in terms of how was conduct the first level. Auditors find certain deficiencies faced by first level controllers at the time of checking expenditures due to non-compliance of the partners with the instructions concerning the transmissions of supporting documents and categories of expenditure, which make it difficult to carry out the checks by the first level controllers and any other person entitled to control expenditure. This don’t cause delays in the process of expenditures verification made by first level control, but demonstrate that training sessions are required for the beneficiaries.  
Verifications made on the first level controllers for the projects included in the sample were made with respect of accuracy and eligibility of expenditure declared by the Romanian partner, through an examination of all the supporting documents that exist at the first level control file.

Please note that the files of the controllers contain records of analytical accounts and balance, but copies have not been confronted on the spot with the originals, since the auditors haven’t made trips on the spot, cannot be confirmed the reality of expenditure claimed by the Romanian partner, the existence of analytical accounts for the project and if the expenditure declared by the Romanian partner, the existence of analytical accounts for the project and if the expenditures have been recorded in the analytical accounts and correspond to the data in the supporting documents. 

Regarding the verification, authorization and payment of claims for payment in accordance with the provisions of art.30 and art.37 of Regulation (EC) no. 951/2007, auditors have checked how the JMA shall ensure the existence, accuracy and eligibility of expenditure within the framework of the projects. In view of the reduced number of payments made by the JMA to the beneficiaries, auditors have checked and tested: 

· a number of 6 pre-financing requests for the year 2011 (representing 59,3% of the total pre-financing requests performed), the rest of payments where verified in the year 2011 by the AA;

· all the pre-financing and interim payments performed in the year 2012, respectively 6 pre-financing and 5 interim payments totaling 1.598.430,12 Euro.

Regarding the payments of pre-financing from 1 January 2011 to 31 December 2012, JMA has made pre-financing payments from the programme account as a percentage of 30% for a total of 19 projects, in the amount of 2.006.270,76 euro, in which 1.358.455,52 euro in the year 2011 and 647.815,24 euro in the year 2012.

Following the verifications carried out, the auditors did not find major deficiencies regarding the payment of pre-financing, except cases when certain beneficiaries transmit information regarding control/audit entity selected for each beneficiary/partner in a period exceeding 45 days, such as the case for projects with the MIS ETC code 284, 274, 277, 185, 247, 275, 175, 227 and 250.
According to art.5.2 in the special conditions of the grant contract, these documents should be sent to the JMA no later than 45 days from the date of signing the contract.
As regards verification, approval, authorization and payment of the interim/final payment requests, proceed by the JMA to the projects beneficiaries from the programme account during the period 1 January 2011 until 28 January 2013, for a number of 5 interim/final projects payments totaling 849.720,68 euro payments were made, representing 50% of the ENPI grant contract value.

Due to the need of a large number of clarifications to the beneficiaries/partners, processing an interim payment shall be carried out on the very long periods of time, the procedure of verification, approval and authorization being slow. 

Taking in to account the periods of suspension to provide the clarification requested, contractual deadlines for the approval of reports and making the payments have been complied with. 

Note that a lack of liquidity in a period of 4-5 months can lead to delays in implementing projects with risk of not achieving all the indicators set down in the contract

In the year 2012 has been set a single final payment request by the beneficiary of the project MIS-ETC code 180 (in February 2012). 

At the time of the audit mission made on the spot, the payment request was analyzed by the JTS, and they were requesting clarifications to the beneficiary regarding certain information contained in the external audit report of the Ukrainian project partner.

Auditor’s checks were performed by examining documents and payment authorization file.

Payments situation is as follows:

	Project MIS ETC code
	Grant contract value - ENPI
	Pre-financing  30%
	Interim payment request             50% from the contract value (ENPI)
	Total payments at 31.12.2012

	287
	404,876.02
	121,462.81
	202,438.01
	323,900.82

	180
	206,703.00
	66,684.60
	111,141.00
	177,825.60

	247
	357,220.00
	107,166.00
	176,610.00
	285,776.00

	191
	236,275.90
	70,882.77
	118,137.95
	70,882.77

	185
	484,787.45
	144,836.23
	241,393.72
	144,836.23

	Total
	1,689,862.37
	511,032.41
	849,720.68
	1,003,221.42


Cause

The lack of experience of some beneficiaries/partners on the preparation of technical and financial reports lead to delays in the preparation of the consolidated report, and finaly to payment delays.

Potential Effect

Delays in projects implementation with the risk of neutralization all the indicators set down in contracts.
Recommendation

JMA/JTS should establish with the projects beneficiaries/partners both training sessions and a more efficient communication system, so that any clarifications required to be submitted in time, and payments to be made timely.

Term of implementation: permanently

IX. Audit opinion

In the auditor's opinion, the management and control system for the Black Sea CBC programme is functional, but it is necessary to improve it by implementing with celerity the recommendations made in this audit report.

In drawing up the final internal audit report, it was taken into account the point of view of the audited bodies on the occasion of the meeting of the conciliation. No other unacceptable findings/recommendations exist from the point of view of the audited bodies.

Please note that all documents provided to the audit team were returned to the audited structure.

We emphasize that the implementation of recommendations is the responsibility of the audited management structure.

Internal Audit will follow up this report and will make periodical reports regarding the stage of implementation recommendations.

This internal audit report will be distributed after approval of to the audited entity, to implement the recommendations contained in this report and for information of the Audit Authority within the Romanian Court of Accounts.

Auditor: 

Aura Iftode – internal auditor

Supervisor: 

Victor Pironescu- Head of Internal Audit Department
Annex 1
1. Regulation (EC) No 1638/2006 of the European Parliament and of the Council of 24 October 2006 laying down general provisions establishing a European Neighbourhood and Partnership Instrument

2. Commission Regulation (EC) No 951/2007 of 9 August 2007 laying down implementing rules for cross-border cooperation programmes financed under Regulation (EC) No 1638/2006 of the European Parliament and of the Council laying down general provisions establishing a European Neighbourhood and Partnership Instrument

3. Council Regulation (EC, Euratom) No 1605/2002 of25 June 2002 on the Financial Regulation applicable to the general budget of the European Communities;

4. Commission Regulation (EC, Euratom) No 2342/2002 of 23 December 2002 laying down detailed rules for the implementation of Council Regulation (EC, Euratom) No 1605/2002 on the Financial Regulation applicable to the general budget of the European Communities

5. Government decision nr. 1631/2009 on approval of the organization and functioning of the Ministry of Regional Development and Tourism with subsequent competitions and amendments.

6. Government decision nr. 1/2013 on approval of the organization and functioning of the Ministry of Regional Development and Public Administration with subsequent competitions and amendments.

7. Practical guide laying down contracting procedures for EC external action and related in force annexes release on procurement procedures or call for proposals date.

8. Guideline for grant applicants developed by the JMA for the second call for proposals.

9. Guideline for projects evaluation, generalities of the evaluations process and the methodology used for the projects evaluation and selection.

10. Joint Operational Programme “Black Sea 2007-2013”

11. Progress reports

12. On the spot reports

13. Internal working procedures developed by the JMA

14. Rules of organization and functioning of the MRDT

15. Instructions set down by the Head of JMA

16. Job descriptions of the JMA and JTS staff
Annex 2

The sampling methodology and the projects included in the sample

Pursuant to Article 30 of Commission Regulation (EC) No 951/2007, the sample to be audited was selected from the operations related to the operational programme that, in the year preceding the year in which the annual audit report of the projects was submitted to the Commission, declared the expenditures. For this sampling period, operations for which the expenditures were declared to the Commission in 2011 and 2012 were grouped together.

The sampling verified by the auditors was the following:

1. For the year 2012

	Nr. crt.
	Project MIS-ETC code
	Nr. of the financial contract
	Name of the project

	Pre-financing payments

	1
	284
	95631/27.12.2011
	From the Aegean to the Black Sea – Medieval Ports in the Maritime Routs of the East (OLKAS)

	2
	250
	9647/08.02.2012
	Black Sea Earthquake Safety Net (work) - ESNET

	3
	280
	40921/30.05.2012
	Research and Restoration of the Essential Filters of the Sea - REEFS

	4
	274
	20960/20.04.2012
	Black Sea Joint Regional Research Centre for the Mitigation and Adaptation to the Global Changes Impact (MAREAS)

	5
	175
	5751/25.01.2012
	Raising Public Awareness on Solid Municipal Waste Management in the North-West of the Black Sea Region (Less Waste in the North West)

	6
	275
	7966/09.02.2012
	Industrial Evolution in the Black Sea Area – Examples from Greece, Romania and Armenia (IEBSA)

	Interim payments 

	1
	287
	48910/24.06.2011
	Industrial Symbiosis Network for Environment Protection and Sustainable Development in Black Sea Basin (SymNet)

	2
	247
	65521/02.09.2011
	Interpretative Trails on the Ground – Support to the Management of Natural Protected Areas in the Black Sea Region (Inter Trails)

	3
	180
	48875/24.06.2011
	Dialogue between Cultures


2. For the year 2011

	Nr. crt.
	Project MIS-ETC code
	Nr. of the financial contract
	Name of the project

	Pre-financing payments

	1
	185
	76925/14.10.2011
	Facilitate the trade of agro-food products in the Black Sea Basin (FTAP)

	2
	281
	76907/14.10.2011
	Black Sea – Solidarity and Economic Activity – BS - SEA

	3
	227
	76917/14.10.2011
	Tradition, Originality, Uniqueness and Richness for an Innovative Strategy for Tourism development in Black Sea Region- TOURIST

	4
	234
	64832/30.08.2011
	Black Sea Network for Regional Development (BlasNET)

	5
	247
	65521/02.09.2011
	Interpretative Trails on the Ground – Support to the Management of Natural Protected Areas in the Black Sea Region (Inter Trails)

	6
	277
	44553/08.06.2011
	BSUN Joint Master Degree Study Program on the Management of Renewable Energy Sources (ARGOS)
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