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Sarajevo, 29 July, 2016
CONSULTATION

REQUEST FOR EXPRESSION OF INTEREST FOR CANDIDATE ENTITIES TO BE
ENTRUSTED WITH THE IMPLEMENTATION OF THE IPA 2016 S UPPORT IN THE
SECTOR OF COMPETITIVENESS AND INNOVATION: LOCAL DEV ELOPMENT
STRATEGIES

In view of potentially entering into formal negdtan leading to the signature of an Indirect
Management Delegation Agreement in the course b7 20

Legal bases and considerations:

The European Union Delegation, building on the ®stigns of Bosnia and Herzegovina’'s
authorities is looking into possibilities for indot management with other entities, besides the EU
and the national structures, to implement partshef 2014-2020 Instrument for Pre-accession
Assistance (IPA 1l) foreseen for the country.

Following the financial rules applicable to the timibudget, specifically Articles 58 (1) (c) and
60 of Financial Regulation (EU Euratom) No 966/2Gddn 25/10/2012, Regulation (EU) No
231/2014 from 11/03/2014, establishing an Instrunfen Pre-accession Assistance (IPA 1),
Articles 1 (4) and 5 (4) of the Regulation No 238/2 from 11/03/2014 laying down common
rules and procedures for the implementation ofuhen's instruments financing external action,
allow the possibility for the Union's financial &tance to be implemented indirectly by
entrusting budget implementing tasks to among etharternational organisations and their
agencies and Member States agencies.

This request for expression of interest aims attifigng entities, which could be later on invited
to exploratory talks on a potential subsequentustrinient of the Union's budget implementation
tasks (BIT) in respect to specific actions of tf& Action Document for Competitiveness and
Innovation: local development strategies. The oigion in expressing an interest to this
consultation does not commit itself. At the sammeti the European Commission reserves the
right to take its final decision on the delegateticams upon its discretion.

A budget implementation tasks (BIT) means thaetitristed entity is responsible for:

« Implementation of grant award and procurement pchoes

< Award decisions for grants and procurement — completary decisions to reject the other applicants
and tenderers;

« Implementation of contracts: signature of legal coitments, authorisation of payments and
recoveries, audits and follow-up

e Implementation of financial instruments

e Treasury and accounting.

Skenderija 3a, Sarajevo, Bosnia and Herzegovina
Telephone: (387-33) 254 700 - Fax: (387-33) 666 037
e-mail: delegation-bih@eeas.europa.eu
Internet: www.europa.ba




IPA Il Action context

The overall objective of the IPA 2016 Action DocurthéCompetitiveness and Innovation: local
development strategies”is to strengthen Bosnia and Herzegovina's capdcit generating
growth and employment through support to competitess and innovation. The specific
objective of this document is Bupport Bosnia and Herzegovina’s private sectorelbg@ment
with a focus on export oriented, agro-rural andisya sectors and on enhancing the operational
environment for MSMEs.

The foreseen Action could be implemented by theusted entity/Delegated body which has the
highest competences and specialisation in thisngarea and has a proven track record in EU
member states, candidate and potential candidatgres.

Responsibilities of the future entrusted entity/Dedgated body:

The entrusted Entity/Delegated body would be resids for implementing the envisaged overall
Action described in the IPA 2016 Action Documer@ompetitiveness and Innovation: local
development strategies'which includes the tasks described in Annex |. Témtrusted
Entity/Delegated body shall be responsible fordkerall administration of all the tasks required
to implement the abovAction, among others, preparation, implementation and losion of
procurement contracts, and management of corresgpnéxpenditures. The entrusted
Entity/Delegated body will participate in coordiimet meetings and other jointly organised
common activities with the European Union.

In performing theAction entrusted to it, the Entity/Delegated body may oatry out tasks
involving a large measure of discretion implyinditical choices and it may not set nor modify
the primary objectives of the activities as desmlibn Annex |, without the consent of the
European Union. The Delegatee may directly prouetshnical assistance with its own staff,
which should be indicated. The financing of theaxs would be done by the European Union as
prescribed in the Financing Decision. A flat rateraximum 7% administrative cost is applicable
to all Indirect Management Delegation Agreementti@ms and will be subject to further
discussions and negotiations.

Selection process:

Submission Requirementsinterested entities are hereby invited to sulaxgressions of interest
by replying to the questions mentioned unélienex II.

The information should be sent by email to the oiwihg e-mail addressdelegation-
bih@eeas.europa.eby 1™ of September 2016, 24:00 o'clock, CET, the latest.

All additional questions related to this Letter shailld be addressed to the EU Delegation not
later than 26 August 2016 12:00 o'clock, CET.

The organisations that would respond to this exgiesof interest will be assessed along a
transparent set of criteria mentioned below. Thet-ptaced entity will be invited to start
negotiations, potentially leading to a Delegatiagréement, subject to confirmation of funding by
the European Union. The selection would be mada fesponses to this notification.

! Further referred as “Action”



The selection of the entities under indirect manag@ should not to be compared with, and does
not constitute, a full competitive procedure. Hoeevthe present Request for Expression of
Interest with all potentially eligible/interestedtities ensures a transparent selection process on
objective grounds.

The potential Delegation Agreement signature iseetgrl before the end 2017, following a
negotiation procedure.

More information on the type of arrangements fonagng the EU projects (referred to as
‘management modes’) is available on the EU website
https://ec.europa.eu/europeaid/funding/about-fundind-procedures/how-do-we-offer-
funding_en




Annex | — Brief description of the Action "Competitiveness and Innovation: local
development strategies”

The overall objectivef the IPA 2016 Action Document “Competitiveness dnnovation: Local
Development Strategies” is to strengthen Bosnia Hetdzegovina’'s capacity for generating
growth and employment through support to competitess and innovation.

The specific objectivef this document is tsupport Bosnia and Herzegovina’'s private sector
development with a focus on export oriented, agrairand tourism sectors and on enhancing the
operational environment for MSMEs.

The foreseen results are

1. MSMEs performance is increased due to better aczebsavailability of innovative
business development services in competitive exgahted sectors

2. Business environment for development of new busigand support to existing ones is
improved

3. Entrepreneurial initiatives in tourism and ruralueachains for income and employment
generation are increased.

Rationale

BiH economy is gradually recovering from the impattthe economic and financial crisis
and major challenges are associated to the predmeenof low value-added industries,
weaknesses in workforce skills and difficultiesaittracting investment. Small and medium-
sized enterprises (SME) sector is the backbonetéfeBonomy. However, the complexity of
business environmentand the lack of policy coordination are preventagnore dynamic
SME development for increasing country’s competitiess and creation of a single economic
space. Similar to other countries in the regiom & also facing the significant challenges in
terms of economic governance, low levels of investmand high unemployment rate
(27.7%)}, in particular amongst young people. Hence, aveatif new jobs should improve
Iivelihoclzds and increase income generation perspedf the working age-population in
general.

BiH is mainly an import-oriented econofywhile theexport is predominantly made up of
commodities and energy with very little value-adgedducts, contributing cca 55% to the
country’s GDP. Given that a diverse export-oriegdatconomy tends to employ more people,
there is a need to further support the export-¢eersectors in BiH including metal, wood
processing and textile sectors, which are tradafigrthe strongest export sectors in BiH.

The private sector is characterised by low numifeénmmovative MSME and the export of
innovative products and knowledge-intensive sesviiee amongst the lowest in Eurdpe.
Investment in research and innovation is signifiisabelow 1% of GDP which is mainly
attributed to high cost for MSMES to invest in ination, limited access to knowledge and to
some institutional factors.

?99.3% of enterprises in BiH are SMEs with sharevierall employment by 67% and with value added douation to economy
by 62% according to 2016 SME Policy Index

3 Women 30.7% and men 25.8%.abour Force Surve\BHAS, 2015

4 RecentUN Youth Employment progranersurvey indicate that 65% youth (aged 15-30) déeave BiH for temporary jobs
® Import coverage ratio was around 60 % in 2015.

®14,2% of enterprises in BiH were innovative in tieeipd 2010-2012 according to BHAS, 2014
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To increasecompetitiveness of MSMEsin general, BiH needs to address the weaknesses
related to better skilled workforce, export proroati access to technologies and know-how
for development of value-added products and intttdn of EU technical standards and
certificates, as well as to facilitate MSMEs acdessiore affordable finance.

Furthermore, the revitalisation ofiral economies is essential for Bif in particular by
connecting the under-developed municipalities wiibre developed ones for sharing the best
development practices. Similar to other regionainemies, BiH’sagricultural sector is
largely featured by subsistence farming, whichroftempensate for the lack of earnings by
the socially vulnerable categorie3he challenges in this sector are associatedrtgpliance

of products with EU food safety standards, as aglto a need for strengthening value chains
for value added products through better accessntwledge, technology, innovation and
diversified financial sources.

Employment opportunities have also increasedoimrism secto?, which is featured by a

limited offer, which need to become more diversifidboth in terms of destinations and
entertainment activities. Also, rural tourism hagemtial to boost local development but it
needs better infrastructure/facilities and pronutfb

Finally, some segments of BiH population are facmgre difficulties with obtaining
employment such as wométand youth (age 15-24), which unemployment is higireshe
region and with significant number of young peopiding to leave the country for better
employment opportunitiés

To assist addressing the needs of above-describ&ternges in BiH, the foreseehction
would include the combination afrant support(for achievement of results 1 angl &nd
technical assistancgor achievement of result 2).

Specifically, grants will target final beneficiarie$MSMESs, entrepreneurs, young men and
women, farmers, etc) through the activities whiok stimulating business, tourism and agri-
rural networking to promote best EU innovative pic (i.e. product development and
technology transfer to MSMER competitive sectors as well aglusive entrepreneurship
modelsfor start-ups and added-value clusteringauarism, agri-food valuehains and rural
development

To ensure better sustainability of grant supp@thhical assistance would includapacity
building of the main stakeholderfor monitoring and evaluation of local economic
development measurdse serve as input for better policy planning adeénitification of
measures that will be harmonised throughout thenttguand are in line with the Reform
Agenda.

The stakeholders will be either direct or indirbeneficiaries of various measures under this
Action. In addition, line ministries, and relevadencies, will participate in monitoring and
evaluation of overall Action and specific measures.

7 60% of BiH population (cca 2 000 000 people) liwetral areas which are covering 80% of BiH tergitor
8 For illustration, the sector absorbs around 20%mployed males and 18% of employed females.

® Tourism contributed 2,5 % to GDP in 2014 and foiecasted to increase 5% annually until 2025

10 Strategy for Tourism Development in FederatioBo$nia and Herzegovina 2008-2018

1 \Women are by third less likely to participatelie tabour force than men

12'youth unemployment rate is cca 62% (59,5 % men6aha% women)

5



Description of related tasks

The Action will be implemented through a Delegatidgreement for indirect management. The
entrusted Entity/Delegated body will be responsiblemanaging the overall Action, which will
comprise of technical assistance (app. 25% ofdtad EU contribution) and a Grant Fund Facility
for the rest of the EU contribution (app. 75%).

The core activities which present component ofGinent Fund Facility (GFF) will be channelled
under the principle of sub-granting, via launched for proposals with following specified lots
per area of intervention:

((i) MSME competitiveness in export-oriented sestor
(ii) development of tourism product via clusterirgrd
(iif) support to agri-food value chains and ruraldlopment.

The EU contribution for the GFF is envisaged toepgially split between the above areas of
intervention. The entrusted Entity/Delegated bodi/sign and implement resulting contracts.

The entrusted Entity/Delegated body will also pdevithe technical assistance either via sub-
contracting or with its own expertise. This compunill primarily aim at establishing the
stakeholders’ structure for result oriented momigrand evaluation of GFF. It will include,
amongst other, development of grant selectionraitnd performance benchmarks, methodology
for monitoring and evaluation of grants, capacitylding for SWOT, gender and stakeholder
analysis, policy advocacy and similar.

A bottom-up development approach would be an ingpdrttool to improve the business
environment, especially considering the difficudtiey the Government to undertake specific
measures to facilitate it. Hence, the ultimate gafathe project should be to ensure political
ownership and governmental support to SME policiesolving the public sector, raising
awareness about the importance of having a siragleagnic space for eliminating current market
distortions, coordinating role of the State sharddhplement the Action. The sustainability aspect
of the Action should be in particular embeddedhia implementing methodology proposed by the
entrusted Entity/Delegated body.

The capacities of the following existing workingogps may be utilised in this regard:
- SBA network coordinated by the National SBA Caoadior;

- Working group in the field of tourism;

- Working group in the field of agriculture and alidevelopment.

The entrusted Entity/Delegated body will establise Steering Committee at the start of
implementation, whose role, amongst other will loe nhonitor the progress of Action

implementation, provide advice, and include maistitational stakeholders in accordance
with common practice under the chair of the EU Dat®n to BiH.

At the start of implementation, the entrusted Ffilielegated body will refine the matrix of
indicators for the Action after undertaking the egsary research and data collection to define
accurate baselines and realistic targets. The xnaitindicators will be discussed with the EU
Delegation to BiH and approved by the Steering Cdtesn The monitoring arrangements
(including data to be collected, responsibilitie®ls and frequency of monitoring activities)
will be detailed in the Implementation Manual todeveloped at the start of the Action.



Indicative Targets and Indicators:

Indicator Baseline Target
2020
Improved Doing Business distance to frontier score 52.04 in 2010 65
SME Policy Index, dimension 10.1 Export promotior 2.44in 2015 2.64in 2021
SME Policy Index, dimension 10.2 Integration of 1.17 in 2015 1.50 in 2021

SMEs into global value chains

Share of high and medium value exports in overall
exports

23.1 % in 2010

43.8% in 2021

—

Number of newly registered firms and/or 0 80 newly registered firms and/o
business/service providers business/ services providers oy
of which minimum 30 % owned

by women
New jobs created for youth (sex disaggregated datd) 0 15% out of 300 new jobs create

out of which 50% refer to wome

o

The contribution of Travel and Tourism to GDP

9.3% total contribution to
GDP in 2010

11% total contribution to GDP in
2021

The contribution of Travel and Tourism to
employment

10.7% total contribution
to employment in 2010

12% total contribution to
employment in 2021

1%

Number of individuals (sex disaggregated) or firms 0 30 firms gaining access to valu
gaining access to a value chain and new jobs cteate chains

Min 300 new jobs created
Indicative allocation for this Action: EUR 15 million

Location:
Indicative implementing period:

Bosnia and Herzegovina countrywide
Q12018 — Q4 2021



[. ELIGIBILITY CRITERIA

1) The actors:

Eligibility of the potential entities for a Delegah Agreement is conditioned to the new Pillar
Assessment which is requested by the EU under &we Financial regulation. The potential
entrusted Entity/Delegated body submitting the eggion of interest should be:

a. An International (inter-governmental) Organisataandefined by Article 43 of the Rules
of application of the EU Financial Regulatibrwhose pillars have been positively
assessed for Budget Implementation Tasks (BIThbyBuropean Commission; or

b. The EU Member States Bddy

The pillar assessed entrusted Entity/Delegated b@aly a coordinator) may work with
implementing partner(s) and/exceptionallypillar assessed sub-delegatee(s), to demonskrate t
experience in the relevant sectors specified below.

2) Technical capacity

a. The potential entrusted Entity/Delegated bodgs to demonstrate capacity for
managing large scale interventions which should ioen technical assistance and
grants (therefore ensuring transparency of the tgmamard and management
procedures) on at least one relevant project caegple the past 10 years (08/2006-
08/2016), preferably in EU member state and/or Bddaate countries and/or EU
potential candidate.

b. The potential entrusted Entity/Delegated body sthodemonstrate inter-sectoral
competences, either individually, or, by workinglwimplementing partner(s) and/or
sub-delegatee(s), in the fields relevant to theerug@ntion (namely MSME
competitiveness, tourism and agro-rural developineah at least one project
completed in the past 10 years (08/2006-08/2016¢lh member state and/or EU
candidate countries and/or EU potential candidate.

(Please provide a complete list of relevant prgeetith title, scope, duration, amount, source of
funding and results achieved.)

The potential applicants which pass the eligibilitycriteria will be assessed further as per
selection criteria specified in Annex II.

13 International organisations are internationdligesector organisations set up by intergovernaeagreements as well as
specialised agencies set up by them; the Intermati©ommittee of the Red Cross (ICRC) and the Internatidaderation of
National Red Cross and Red Crescent Societies areeaisgnised as international organisations.

4« EU Member States Bodies” refers to EU MemberseStaAgencies which covers the EU Member Statese@@ment
Agencies, EU Member States’ development banks imaddial institutions
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Annex Il — Standard template for assessing potentiapplicants responding to a consultation

process for expression of interest

1. CONTEXT

» Introductory part not requested to be filled by the potential Delegated body:

1.

2.

Country / Project/Programme TitIBosnia and Herzegovina/_"Competitiveness and
Innovation: local development strategies

Sector:Competitiveness and Innovation: local developmentistegies

Short description of the project/programme angéseral objective®?lease refer to
Annex | of this Expression of Interest

. EU programme amount / other contributions (if agk): Programme — indicative

allocation of EUR 15 million

» For the potential entrusted Entity/Delegated body o be filled in by the entity replying
to the expression of interest:

5.

Name of potential entrusted Entity/Delegated baahygl implementing partner(s) and/or
sub-delegatee(s), (if any):

Eligibility — Please provide relevant informatiamdemonstrate eligibility as per criteria
defined on page 8 of this document.

[I. SELECTION CRITERIA

>

For the potential Delegated body — To be filled ity the entity replying to the expression
of interest on max 6 pages, in Times New Roman 11

Please draft your expression of interest usingahewing structure which follows the
selection criteria:

1. Methodology (weight 10%)

1.1. How would you see the implementation of tekstalescribed under Annex 1? Please provide
a brief methodology and a concept for implementatioth special emphasis on the following
ISsues:

- your approach to the definition of the Grant FuRdcility (GFF) selection criteria (i.e.
do you envisage any specific challenges for eacthefsub-sectors) as well as to an
achievement of the performance indicators (providegage 7).

- your approach to monitoring and evaluation of GBRd the proposed stakeholders
involvement in this process.



- please identify, in you view, what are the maieas and key stakeholders for capacity
building and awareness raising for better policamhing based on the lessons learnt from
GFF implementation.

- your proposal for a bottom-up coordinated approao SME policy development to
ensure political ownership and governmental support implementation of reforms
related to business environment.

2. Technical capacity (weight 40%)

2.1. Please describe your capacities for managargd scale interventions which combine
technical assistance and grants, as well as yopacay for a transparent implementation of
grant award and management procedures.

Furthermore, please address in particular the foliing issues:

- Will the potential entrusted Entity/Delegated ppananage the funds and the procurement
procedures itself and/or does it intend to workmirthplementing partners, and/or, exceptionally,
through a sub-delegation to another entrusted bddy@ase of sub-delegation, please provide an
indicative list of sub-delegatee(s) and indicaweounts to be sub-delegated.

2.2. The potential entrusted Entity/Delegated stiooovide indications on its long-standing
experience in the private sector development wittocs on competitiveness and innovation,
demonstrated either individually, or preferably,Wwgrking in the partnership.

In this respect, please summarise the relevanteptsjassignments, by also referring to your
familiarity/ concrete contribution to achievement some indicative targets/ performance
indicators from the page 7 of this document.

2.3 What is the comparative advantage of the oggtion in the sector, including on policy
dialogue?

3. Administrative/professional capacity (weight 30%

3.1. Please provide information of the profile of thetgadial entrusted Entity/Delegated body,
namely the organisation and staffing—internatiopalin the Region, and in the country, if
relevant.

In particular, please specify the following:

- The number of staff working in the field relatedhis expression of interest.

- Will you implement technical assistance with ryown staff or will you sub-contract this
component?

3.2. Please indicate how you will ensure a coumiige coverage of the foreseen intervention.
- In this respect, please indicate your curreritifa local offices.

10



4. Involvement in the beneficiary country (weight D %)

4.1. Please indicate your past and current involeetrin the private sector development in the
country and/or in the Western Balkans?

4.2. What is the overall commitment to work togethigh the EU on introducing sector based
approach conditions and improving sector (donomrectination on the ground?

5. Other (weight 10%)
5.1. Are you willing to co-finance and/or complemgns Action with your own resources and
what would be the appropriation from your side. &3e differentiate between grant and loan
funding.

5.2. What are your overall commitment and speeiiivities envisaged to guarantee the visibility
of the EU funding?

11



Contact Sheet

Full legal name of Lead
Organisation/ Individual:

Name (if different from above)

Country of Registration:

Address of registered office:

Postal addresqif different from
above)

Telephone number (including
country code):

Fax number (including country
code):

Main contact person for this
assignment:

Main contact person’s position in

the Organisation:

Contact person’s email address:

Alternate contact person:

Alternative E-mail:

Website of the Organisation:

12




On the following website further information can befound about Pillar Assessed or Grant or
Delegation Agreements (PaGoDA)

http://ec.europa.eu/europeaid/companion/document.disAnnexes=true
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ANNEX IV — Responsibilities of the entrusted bodiesinder Indirect Management according
to Articles 58 and 60 of Financial Regulation (EU Hratom) No 966/2012 from 25/10/2012

Article 58 - Methods of implementation of the budget
1. The Commission shall implement the budget infolewing ways:

(a) directly (‘direct management'), by its departmeimsluding its staff in the Union
Delegations under the authority of their respeckiead of Delegation, in accordance with
Article 56(2), or through executive agencies asmrefl to in Article 62;

(b) under shared management with Member States (‘shardgement’); or

(c) indirectly (‘indirect management'’), where thistieydded for in the basic act or in the cases
referred to in points (a) to (d) of the first sulbggraph of Article 54(2), by entrusting
budget implementation tasks to:

(1) third countries or the bodies they have designated;

(i) international organisations and their agencies;

(i)  the EIB and the European Investment Fund;

(iv)  bodies referred to in Articles 208 and 209;

(v) public law bodies;

(vi)  bodies governed by private law with a public seswitission to the extent
that they provide adequate financial guarantees;

(vii)  bodies governed by the private law of a MembereStat are entrusted
with the implementation of a public-private parstap and that provide
adequate financial guarantees;

(viii)  persons entrusted with the implementation of speattions in the CFSP
pursuant to Title V of the TEU, and identified hetrelevant basic act.

2. The Commission remains responsible for the impletation of the budget in accordance with
Article 317 TFEU and shall inform the European Ranent and the Council of the operations
carried out by the entities and persons entrusteduant to point (c) of paragraph 1 of this
Article. Where the entrusted entity or person nitfied in a basic act, the financial statement
provided for in Article 31 shall include a full jufscation for the choice of that particular entidy
person.

3. The entities and persons entrusted pursuardgitd () of paragraph 1 of this Article shall fully
cooperate in the protection of the Union's finahiriterests. Delegation agreements shall provide
for the right of the Court of Auditors and the Epean Anti-Fraud Office (OLAF) to
comprehensively exert their competences under BteJTin the audit of funds.

The Commission shall entrust budget implementatsks to entities and persons under point (c)
of paragraph 1 of this Article provided that traausgmt, non-discriminatory, efficient and effective
review procedures concerning the actual implememtatf such tasks are in place.

4. All delegation agreements shall be made avalabthe European Parliament and the Council
at their request.

5. Entities and persons entrusted pursuant to gojrf paragraph 1 of this Article shall ensure, i
accordance with Article 35(2), appropriate annuapest publication of information on recipients.
The Commission shall be notified of the measurksrtan this regard.

6. Entities and persons entrusted pursuant to gojrmf paragraph 1 shall not have the status of
authorising officer by delegation.

7. The Commission shall not entrust executive pevethird parties, where such powers involve
a large measure of discretion implying politicabictes.
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8. The Commission shall be empowered to adopt deddgacts in accordance with Article 210
concerning detailed rules on the methods of impteat®n of the budget, including direct
management, the exercise of powers delegated tutxe agencies, and specific provisions for
indirect management with international organisatjomith bodies referred to in Articles 208 and
209, with public law bodies or bodies governed hyagie law with a public service mission, with
bodies governed by the private law of a MembereStad entrusted with the implementation of a
public-private partnership and with persons enédistith the implementation of specific actions
in the CFSP.

Article 60 - Indirect management
1. Entities and persons entrusted with budget implgation tasks pursuant to point (c) of Article
58(1) shall respect the principles of sound finahananagement, transparency and non-
discrimination and shall ensure the visibility ofidn action when they manage Union funds.
They shall guarantee a level of protection of tharfcial interests of the Union equivalent to that
required under this Regulation when they managewhinds, with due consideration for:
(a) the nature of the tasks entrusted to them andrttwaiats involved;
(b) the financial risks involved;
(c) the level of assurance stemming from their systentss and procedures together with the
measures taken by the Commission to superviseupubg the implementation of the
tasks entrusted to them.

2. In order to protect the financial interests bé tUnion, the entities and persons entrusted
pursuant to point (c) of Article 58(1) shall, incacdance with the principle of proportionality

(a) set up and ensure the functioning of an effectie efficient internal control system;

(b) use an accounting system that provides accurateplete and reliable information in a
timely manner;

(c) be subject to an independent external audit, pa€drin accordance with internationally
accepted auditing standards by an audit servicgtiumally independent of the entity or
person concerned;

(d) apply appropriate rules and procedures for progidiimancing from Union funds through
grants, procurement and financial instruments;

(e) ensure, in accordance with Article 35(2), the estgublication of information on
recipients;

() ensure a reasonable protection of personal dataidedown in Directive 95/46/EC and
Regulation (EC) No 45/2001.

Persons entrusted pursuant to point (viii) of A&ti68(1)(c) shall adopt their financial rules with
the Commission's prior consent. They shall satisé/requirements laid down in points (a) to (e)
of this paragraph no later than six months afterdtiart of their mandate. Where, at the end of this
period, they comply with those requirements onlyart, the Commission shall take appropriate
remedial measures to supervise and support themmspitation of the tasks entrusted to them.

3. The entities and persons entrusted pursuardit ) of Article 58(1) shall prevent, detect and

correct irregularities and fraud when executindgiga®lating to the implementation of the budget.
To this end, they shall carry out, in accordanctwhe principle of proportionality, ex ante and

ex post controls including, where appropriate, logr$pot checks on representative and/or risk-
based samples of transactions, to ensure thatctimnga financed from the budget are effectively
carried out and implemented correctly. They shialb aecover funds unduly paid and bring legal

proceedings where necessary in this regard.
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4. The Commission may suspend payments to ensitidgpersons entrusted pursuant to point (c)
of Article 58(1), in particular when systemic egoare detected which call into question the
reliability of the internal control systems of tleatity or person concerned or the legality and
regularity of the underlying transactions.

Notwithstanding Article 92, the authorising officexsponsible may interrupt payments to such
entities or persons fully or partially for the page of carrying out further checks where:

(1) information comes to the notice of the authorisifficer responsible indicating a
significant deficiency in the functioning of the@nnal control system or that the
expenditure certified by the entity or person coned is linked to a serious
irregularity and has not been corrected,;

(i) the interruption is necessary to prevent significlamage to the financial interests of
the Union.

5. Without prejudice to paragraph 7, the entitind persons entrusted pursuant to point (c) of
Article 58(1) shall provide the Commission with:

(a) a report on the implementation of the tasks ergcusd them;

(b) their accounts drawn up for the expenditure in@imnethe execution of the tasks entrusted
to them. Those accounts shall be accompanied byragement declaration confirming
that, in the opinion of those in charge of the nggmaent of the funds:

() the information is properly presented, complatel accurate,

(ii) the expenditure was used for its intended psgy as defined in the delegation
agreements or, where applicable, in the relevarbsspecific rules,

(i) the control systems put in place give the essary guarantees concerning the
legality and regularity of the underlying transaas;

(c) a summary of the final audit reports and of costaarried out, including an analysis of
the nature and extent of errors and weaknessesfidénn systems, as well as corrective
action taken or planned.

The documents referred to in the first subparagspdil be accompanied by an opinion of an
independent audit body, drawn up in accordance witirnationally accepted audit standards.
That opinion shall establish whether the accounts g true and fair view, whether the control
systems put in place function properly, and whetiher underlying transactions are legal and
regular. The opinion shall also state whether tditavork puts in doubt the assertions made in
the management declaration under point (b) ofitlseSubparagraph.

The documents referred to in the first subparagsdg@il be provided to the Commission no later
than 15 February of the following financial yearheTl opinion referred to in the second
subparagraph shall be provided to the Commissidateothan 15 March.

The obligations set out in this paragraph shaWitbout prejudice to agreements concluded with
international organisations and third countriesciSwagreements shall include at least the
obligation of those international organisations ahud countries to provide the Commission

annually with a statement that, during the finahgear concerned, the Union contribution was
used and accounted for in compliance with the requents set out in paragraph 2 and with the
obligations laid down in such agreements.

6. Without prejudice to paragraph 7, the Commissioall:
(a) supervise the fulfilment by those persons andieastdf their responsibilities, in particular
by carrying out audits and evaluations on the @ogne implementation;
(b) apply procedures for the examination and acceptahttee accounts of the entrusted
entities and persons, ensuring that the accouatsamplete, accurate and true;
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(c) exclude from Union financing expenditure disbursetaevhich have been made in breach
of the applicable rules.

7. Paragraphs 5 and 6 shall not apply to the dauttan of the Union to entities which are subject
to a separate discharge procedure under Article 208

8. The Commission shall be empowered to adopt diddgacts in accordance with Article 210
concerning detailed rules on indirect managemewtuding the establishment of the conditions
under indirect management according to which ttstesys, rules and procedures of entities and
persons are to be equivalent to those of the Cosiomis management declarations and
compliance statements, and the procedures forddmmiaeation and acceptance of the accounts and
the exclusion from Union financing of expendituneurred in breach of the applicable rules.
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