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Brief Description

The deve'opment chalfierge Is to strengthen Parllament and supreme audlt Instiutlon function In public Enanclal management
across the Paclfic islands reglon, with a spectfic focus on parliament’s role in budget scrutiny; effective extermal audit of
govemment budget execution by the supreme audit Inst'tistions {component delivered In cooperation with PASA! ), inclusion of
cltizens and civil society in budget processes, thorough and transparent patllamentary oversight of the external audit, and follow-
up with government on recommendations, The project wil! support capacity development for Pariiament, supreme audit
institutions (that report to Parllament] so that parllaments are enabled to engage citizens and reflect their development needs in
budget scrutiny and budget oversight work as part of a robust system of firance oversight and accountabliity. The prolect wil
astablish a baseline urderstanding of the PFM capacities and challenges of parllaments and SA!s in the region, and enabiing
megsurement of progress and |dertiffication of capachy develcoment needs areas, and on this basfs, 1) create a collaborative
parilamentary rapid budget anelysls capactty across the reglon, and 2) support Improved budgetary external audit and
parllamentary and civil soclety oversight, ensuring follow-up on recommended improvements to government FFM processes. The
project emphasizes transparency and citfzen and clvil soctety engagement In PFM processes, such as with preparation of a c'izen
budget, the opportunity for citlzens to provide Input and dislogue with MPs regarding hudget proposals, aversight
recommendetions and take initiatives for oversight of overall PFM issues Induding anti-corruption related ones. The project
cortains a specific capacity developmert element on climate change in recognition of the cruclal Impartance of climate change
(especially for Pacific isiand Courtries) and the necessity of bullding strong and accountable national systems for managing
climate change funds; parilaments and supreme audit institutions, engagec with citizens and civil sodety, will need to be ready to
play important oversight roles in this area, The project will have & regional scope, with learning activitfes engaging countries in the
Pacific region. While selected facus countries wil! benefit from ‘ntensive support, lessons from the activities conducted in these
focus countries will aise be shared in regional ieaming events. The project fosters south-south coliburation through providing
capatity development opportunlties across the reglon. '
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Contributing to EU Actlon Document {AD} for "Strergthening
Publlc Finance Management and Governance [n the Pacific )
Praject” (Pacific RIP — Priority 3.1; contributing to Transparent | requirec. £7,786,482
and Effective Policles and Public Finance Management, Data

Total resources | US$3,418,013

| and Statlstics under the third priority area of the EL PRIP Total —

{ 2014-2020 incluslve ard Accountable Governance (3.1 ' "
(3.1) atlocated: oo FUR 86,482

Contributing UNDP Outcome (UNDAF/CPD, RPD or GPD): - US108,250

s  SRPD Outcome 5: By 2022, people and communities In . EUR2, 700,000
the Pacific will contribute to and benefit from Inclusive, bonor: Usb$3,312,763
Informed and transparent dec!sion-making processes, Government: )
accountable and responsive institutions, and Improved | ! n-Kind-
sccass to Justlce. . Unfunded: )]

»  Qutput 5.2. Increasec tansparenty &nd accountebilty In
governance Institutlons and formal and Informal
decision-making processes,

» QOutput 53. More women and men bereflt from
strengthened governance systers for equltable service
cellvery.

indicative Outputs

Project Output 1: Improved public firance oversight and
accountability roles of parliaments and engagement of civil
sotiety organlsations {GEN1}

Project Outpt 2: Improved extermal audit and mle of
Supreme Audlt Institutions (GENL)
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FEDf2018/401-036 - Annex | - Description of the action
l. BACKGROUND, DEVELOPMENT CHALLENGE AND RELEVANCE OF THE ACTION

Effective public financial management is a necessary foundation for states to provide services to meet the
human development needs of their populations. Accountability and transparency of public financial
rmanagement are prerequisites for effective management, to ensure that resources are allocated according
to community needs. Within democratic states, parliaments play a cruclal role throughout the budget
cycle; in the pre-budget phase when they gather public perspectives, during budget ex-ante scrutiny and
approval phase when they closely scrutinize the government’s budgetary proposals, during the fiscal year
when they monitor expenditures, and at the end of the year when they review budget performance
through scrutiny of the audit reports and by making recommendations to government on future
improvements, The Parliament, through its elected members, acts as the direct interlocutor between the
citizen and the state. In its budget work, particularty at the audit phase, the Parliament works closely with
the Supreme Audit institution. The form of the SAl varies across countries; in the countries of the Pacific
region following 2 Westminster governance model, the SAl is typically the Office of the Auditor General.
Parliaments also have an important role in facilitating citizens’ input into governance processes, within
which the budget process is fundamental. Civil society organizations act to mobilize and focus citizen
perspectives on PFM, including enabling them to be effectively incorporated through parllament. People
and communities need to be able to contribute to and benefit from the inclusive, informed decision
making.

In recent years, international best practices in public financial management have been standardized,
notably through the PEFA framework {Public Expenditure and Financial Accountabllity- www.pefs.org) as well
as [nitifatives such as the Open Budget Survey- hipe//www.nternationalbudget.org/opening-budgets/open-budget-
initfative/open-budest-survey/ . Further, the huilding of effective, transparent and accountable institutions
including parliaments is the focus of the Goal 16 of the 2030 Sustainable Development. The PEFA
methodology addresses all phases of the budget cycle, with specific indicators focusing on aspects of the
budget process for which different state bodies are responsible, as well as the transparency and efficiency
of the overall budget cycle. Discrete indicators measure the performance of the legislature within the
budget process. In the 2016 PEFA framework, parliamentary budget scrutiny is indicator 18; Parliament’s
audit function is indicator 31, and Supreme Audit Institutions’ performance is measured through PEFA
indicator 30: htips.//pefa.ong/sites/dafault/flles/PEFA%20Framework English.pdf. Each of these indicators is broken
down into sub indicators. A number of other PEFA indicatars have a cross-cutting relevance, for example in
terms of process transparency and citizen engagement, the latter reflected in indicator 18.2. Further,
effective public financlal management throughout the budget cycie requires articulation and coordination
between the different institutions engaged at different points of the budget process; the effectiveness of
each instltution Is dependent on all other institutions in the budget cycle functioning effectively.

PEFA indicators for the Pacific Island states covered by this project vary according to methodology and the
date conducted. Some of the PEFA reports are not publicly available. Overall the PEFA scores are varied
and indicate particular weakness areas. Within the PEFA scoring in the region, overall parliamentary
performance is one of the weak points, with only three of thirtean countries scoring a rating of B (scale of
A to D) or above in the budget scrutiny indicator, and similarly three of thirteen in the budget audit
oversight indicator. Only one of the external audit (SAl) indicators was B or above. In total, more than two
thirds of the PEFA indicator scores for the PFM system in the Pacific countries were at the lower end (C or
D), and less than one third scored A or B.

The PEFA indicators focus mainly upon the formal institutional framewark for public financial management,
while also emphasizing that Institutions, including elected parliaments, need to effectively represent
citizens. Citizen engagement can take various forms including direct communication between parliament
and parliamentarians and citizens, and through intermediary organlzations of civil soclety (inciuding unions
and employer associations, the media, and groups representing issues). In practice, the rele of civil society
organizations is crucial in accumulating, focusing, and integrating cltlzen views. The capacity of civil society
organizations varies widely in the Pacific Island Countries (PICs), but in many countries, capacity
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FED/2018/481-036 - Annex [ - Description of the actlon
development support is required to enable CSOs to develop skills both In terms of gathering and focusing
cltizen perspectives, and in analyzing budgetary and financial management in order to enable input intoe
natfonal budgetary processes.

The above average PEFA scores for parliament and external audit Institutions, combined with overall weak
scores for the full PFM cycle, underlines the importance of supporting capacity-development and greater
transparency in budget processes In the region. Parliamentary scrutiny, and external audit and oversight
are not only factors within effective PFM, they elso drive overall effective PFM through Increasing
transparency, external scrutiny, and citizen ownership of the budgeting process as taxpayers and service
users. Participatory processes permit the interests of vulnerable groups within the population to be
represented and reflacted, ensure that the voices, needs and concerns of both men and women are taken
into consideration thus contributing to gender equality, focus attention to anti-<corruption, and effectively
budget and implement responses to climate change that is an existential threat to many within the regien.

The countries of the Pacific region, many of which have small populations and big development challenges,
including the impacts of climate change, have strong incentives to strengthen PFM. Not only does efficient
PFM ensure that limited fiscal resources are best used to address development needs, many states within
the region receive substantial development funds from donors through budget support mechanisms that
require strong national PFM systems to justify resource transfer. Looking forward, as climate change funds
are established, and states seek to directly access these resources rather than through intermediaries, they
will be required to demonstrate strong fiscal management capacities.

The European Union has engaged in a multi-pronged Inltiative to support strengthened PFM, workiné with
different partners In a coordinated manner to support enhanced PFM in the region, in the "Strengthening
Public Finance Management and Governance In the Pacific Project”. These partners include IMF/PFTAC, the
University of the South Pacific and UNDP in cooperation with PASAL The overall initiative will be
coordinated through the Pacific Islands Forum Secretariat (PIFS). Within this broader framework, UNDP will
facus on parliament, civil society engagement, and through PASAI on SAls.

This action elabotates directly on the EU Action Document {AD) for "Strengthening Public Finance
Management and Governance in the Pacific Project" {Pacific RIP ~ Priority 3.1). In that sense, the action
reflects the first specific objective Transparent and Effective Policles and Public Finance Management, Data
and Statistics under the third priority area of the EU Pacific Reglonal Indicative Programme 2014-2020
Inclusive and Accountable Governance (3.1). The Action flts under People and Peace priorities of the New
European Consensus on Development "Our World, Our Dignlty, Our Future” and also fits into the Human
Development {especially in relation to enhancing education, knowledge and skills} which is an important
thematic area of the EU Glabal Public Goods and Challenges flagship 10.

In terms of UNDP policy framework, the strategy of the project is aligned with Outcome 5, Effective
governance for service dellvery, of the UNDP Sub Regional Programme Document for the Pacific Island
Countries and Territories {2018-2022). The action aligns closely with the analysis and strategy outlined in
Outcame 5, which focuses on providing support to “inclusive, informed and transparent decision-making
processes, [énd] accountable and responsive institutions”, including focus on strengthening of parliament
and state institutlons, CSO and citizen engagement, women's empowerment, and assuring effactive
management of climate change finance.

Parliaments and civil society In the Pacific Istands region have limited capacity to play an effective role in
the planning and budgetary process. This is reflected in the outcomes of PEFA studies that have been
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FED{2018/401-035 - Annex |~ Description of the action
carried out in most countries in the region. As noted, this creates the development challenge of assuring
national resources are effectively managed for development, to reduce poverty, to assure gender equity,
and to address the challenge of adaptation to ciimate change. By providing capacity building support to
selected parliaments and supreme audit institutions within the region, chosen through an assessment of
needs and opportunities for effective support, the institutions will be enabled to carry out their
constitutional roles more effectively, thus improving their contributions to public financial management.

The theory of change underpinning the action builds upon the central role played by pariiaments and
supreme audit Institutions in leveraging responsive national budget cycles through assuring transparency,
external scrutiny, and citizen engagement, and the role of civil soclety in creating demand for transparency
and accountablfity. By providing technical support to both the budget scrutiny process and SAl and
legislative audit, and building capacity and organizational framework for parliaments and their
administrations, and SAls, the action will enhance PFM as demonstrated by improved PEFA-derived scores
in the relevant indicators, and through modelling and development of a sustainable framework for
pariiaments and SAls to effectively carry out their functions without external support. In turn, stronger
parliamentary institutions and supreme audit institutions will incentivize overall improvements in public
financial management, ensuring that resources for development, for reducing poverty, assuring equity, and

addressing climate change will be available and

) employed effectively.
_
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within and/or and transparency in public financial management,
parliamients to insufficiently lsncl_udmg enga?getr:nent ;:f ::_lzens .throu[gjh . C“t"l
scrutinize thorough post- ociety organizations. In this regl_cm, ue to
resource constraints and refatively short

institutional history, parliaments and supreme
audit institutions are still developing the capacities
needed to play effective roles in the budget cycle.
The parliamentary administrations In  most
countries are small, relatively under resourced, and
with limited opportunity to learn from
International best practices. Glven the small size of
the legislatures in the Paclfic Island Countries,
budget scrutiny is typically carried out through a
‘tommittee of the whole’, in other words the full
membership of the pariiaments, rather than by a
Finance Committee that can develop specialized skills, as is the case in most developed democracies.
Several parllaments in the region have public accounts or similar committees, but their effectiveness is
often a challenge. Most parllamentarians do not have background or training in PFM, and therefore
provision of technical support in the summarization and analysis of national budgets is required to enable
MPs to play their role in budget and financial scrutiny as representatives of citlzens.

budget FY audit

Ineffective use ;, ..
v:of resources for, -
* development,
and limited
citizen
accountability
Flgure 1: Parilament's challenges in PFM

To summarize the issues this action is addressing, a detailed problem tree has been developed, which can
be found as Annex 1 of this action document.

Change pathway

The main focus of the change pathway will be to provide platforms for parliament, SAls and civil society to
Jointly engage In the national budget cycle, and bring PFM oversight in the PICs closer to international
standards. To achieve this, the project will work on establishing a common baseline understanding of the
PFM capacities and challenges of the parliaments and SAis in the regian, creating collaborative budget
analysis capacity across the region and increasing citizen engagement.
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The actlvitles composing the change pathway will be spread over 2.5 years (30 months), starting with a 4-
month inception phase. The inception phase will be mostly dedicated to final update of the action strategy
and baseline indicators, completion of the project team and finalization of the arrangements with PASAI
and final selection of the focus countries.

Some key activities wiil commence zlready at this point. Among other, strong focus will he on establishing
a methodology for assessing parfiamentary budget scrutiny and financial oversight across the region, which
will serve as a tool for tracking project progress. The action wiil intervene at reglonal and country level. The
regional dimension will be inclusive of all the countries and territories under UNDP Pacific Dffice’s r\eglonal
coverage: Cook Islands, Fiji, Kiribati, FSM, RMI, Nauru, Niue, Palau, PNG, Samoa, Solomon Islands, Tonga,
Tuvalu, Tokelau, Vanuatu, as it will serve as a platform for knowledge exchange, networking and
standardization. Due to the limited resources provided for this action, compared to the size of the region
and the nurber of countries, focus countries will be selected during the inception phase. Some of the
criteria for their selection will be the type of parliament system that they have, level of preparedness and
potential for sustainability. Indicatively up to 7 focus countries will be selected as focus countries and for
Output 2, there will be up to 13 focus countries in the scope For both project outputs, various activities
will be prioritized In the different focus countries, to optimally utfllze the lim(ted budget, based on the
preparedness of the specific countries for the particular activity, and. also to diversify the scope activities
and experiences. Mare details on this can be seen in the action budget/workptan.

Substantively, the role of parliaments in the budget process will be the main anchor of the change
pathway, supported by work with civll society and SAls as complementary Instances in the oversight aof
public financial management of the governments. In this regard, the project will ‘contribute to
implementation of SDG 17, fecused on building partnerships.

To roli-out the action, in each selected country, a collaborative rapid budget analysis will be carried out.
This will include both parliamentary staff from throughout the reglon and external experts from advanced
pariiaments, producing clear and accessible explanations of the budget as whole and by sector.

This action will address the Issue of limited human resources and financlal constralnts within parliaments
and supreme audit Institutions through fostering a cooperative approach, both In providing capacity
building support and training in regional events, and through fostering the sharing of expertise within the
region in legislature budget scrutiny, Employing an approach that has been successfully trialed by UNDP in
the parliaments of Fiji and Solomon Islands, teams of parliamentary staff from parliaments within the
region will be trained In budget analysis by legislature staff from within and beyond the region, and then
deployed in small teams to carry out rapld budget analyses for MPs in 7 selected countrles of the region.
This will be facilitated by the different financial years observed by countrles In the region enahling
leglslative officials to travel to support the budget analysls process in other countries of the region. As an
increasing proportion of legislative staff are trained and have participated in preparation of a rapid budget
analysis, the need for external training support will diminish, staff from Pacific island parliaments can train
their peers regionally, and the budget anzlysis can become Institutionalized within the reglon’s legislatures.

The experience from the focus countries will be shared at a regional workshop in which parllamentary staff
from all countries in the region will participate. Through experience gathered from participating in other
Pacific Islands region parliaments’ budgets, a pool of expertise within the regions parliaments will enable
this process to continue eventually without expertise from outside the region.

To ensure a holistic approach, the action will also work on enhancing the knowledge on the role of
oversight In prevention of corruption, working with the parllament overall, but also with Public Accounts
Committees {PACs}, Anti-Corruption Committees (ACCs where they exist), and other relevant committees.
in this, the action will build on the work already done by UNDP through its Parliament Programme and the
Regional Anti-Corruption Programme.
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Similarly, the audit process has faced a humber of challenges in the region, with the majority of countries
Figure 2: Areas for support to parliamentary Scoring below B in the PEFA index both in terms

budgst procéss. of external audit (SAls) and legislative
Jrem— review of the audit. The action will

[.'" B provide expert technical support to

5?{'}!3:; 4 ) both SAls {through the PASAI

implemented component, described
below) and the PACs and ACCs of the
focus countties {to be determined
during the inception phase). Expert
support will be engaged to work with
the PAC and its staff to conduct a
thorough review of the audit report,
preparing a report for submission to
parfiament, with proposed
recommendations to  government.
Further, the project team will work with
©  the PAC and staff, and ACCs in each of
-l the focus parliaments to ensure that
recommendations to government .are
followed up, another PEFA scoring
— o — criterion.
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The approach adopted is a holistic one,
bullding from a budget cycle approach that recognizes Parliament has a role to piay throughout the cycle
(see figure 2). As noted in the Development Challenge section, parliaments act as the formal interlocutor
between the citizen and the state. The action will encourage a strengthening of the relationship between
citizens, civil soclety, and the budget process through engagement of citizen organizations in both budget
scrutiny and in the post fiscal year audit phase. Civil society organizations will work with the rapid budget
analysis teams to adapt the rapid budget reports being produced in the focus countries for accessibility to
citizens, and then will arganize roundtable dialogues between MPs and civil society organizations to gather
citizen input and foster constructive exchange on budget priorities. The process for CSC engagement will
be inclusive, aiming for equitable representation in terms of gender, youth, geography and other
specificities. Further, the cross-cutting focus of enhancing management of climate change financing will be
assured through involvement of environment-focus CSOs, Tralnings on awareness raising, coalition building
and trainings in soclal accountability approaches to fmprove citizen engagement with public finance
management processes will be performed in the focus countries, and a regional knowledge product will be
generated. In this, the action will seek to share innovative approaches and tested successful practices s
from the region and beyond, benefiting from the inputs of UNDP innovation team. Competitive small
grants will be awarded in the focus countries to enable €SOs to follow specific aspects of budget execution
and provide feedback to parliament on issues that arise; both gender and climate change focused projects
will be included in the funded small grant portfolio. Again, the experience of the focus countries in
legislative audit reporting and follow-up, and CSO engagement, will be shared with all the countries of the
sub regicn in an annual audit and oversight workshop.

The action builds upon successful work carried out by UNDP with Pacific Islands Region parliaments and
antl-corruption initiatives, since 2012, UNDP has built strong working relationships with parliamentary
leadership, parliamentarians, and parliamentary staff within the region, and has successfully implemented
rapid budget analysis in Fiji and the Solomon Islands, as a model which will be drawn upon for this regional
project. Further, partnerships have been developed with parliamentary administrations In a number of
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established parliaments beyond the region, creating a resource base of expertise that can be called upon
for this action. UNDP’s experlence is that there Is a strong desire for upgrading on the part of
parllamentzrians and parliamentary staff In parliaments within the region. Similarly, UNDP’s regicnal anti-
corruption work has already tackled the issue of PFM as one of the elements of prevention of corruption,
and has cooperated with PASAI on small-scale peer-to-peer exchange among $SAls for building their
capacities and networks. Through the anti-corruption work UNDP, in cooperation with UNODC has worked
extenslvely with the media, private sector and civil saciety (partlcularly youth} on increasing the demand
for accountability, including through support of cooperation with parllamentary antl-corruption
committees and support to sacial accountability initiatives. PASAI's core business is to increase capacities
of SAl's and their imteraction with other institutions in the system, which Includes parliaments and PACs.
Another pillar of the intervention with this action will be the Climate Change portfolio in the Resilience and
Sustainable Development team in UNDP, and particularly the work done through the UNDP Pacific Office in
Fiji, focused on Integrating climate change and gender into budget processes and oversight on budget
expenditures accordingly.

A visual representation of the problem tree and theory of change graph is in Annex !l of this document.

Evidence

The evidence to support the approach taken with the Theory of Change is based on the PEFA assessment
indicators, on LUNDP’s empirical experience in working on issues of parliamentary effectiveness,
transparency and accountablliity and clvic oversight, and on findings and subsecquent priorities of SAl's as
noted in PASAl's Strategic Plan. Some relevant points of evidence to be noted are:

» Effective oversight within public financial management is a systemic effort, not the responsibility of
one single institution or organization;

* The lack of capacity or diligence at one stage of the cycle or within one institution can have a
negative impact arid cause gaps in overall oversight processes;

» Parllaments and SAls have very modest knowiedge of PFM and particularly regarding the
connections between PFM oversight, ensuring institutional effectiveness and corruption
prevention;

«  Civil society is often a missing link in the oversight process and there is a need for more inclusive
processes, as a result of the demand for accountability within PFM;

a  All of the above has contributed to generally weak PFM ratings in the Pacific that have proven to
be an Impediment to external public and private investment;

» The project design needs to address the above deficiencies, in a comprehensive and systemic
manner;

= The linkage of project activities and results to PEFA and other PFM ratings, as well as sectoral
issues, such as climate change financing, can prave to be catalyst for motivation of the naticnal
partners;

» The action’s limited funding versus its regional nature requires a relatively short implementation
period with high impact. Therefore partnerships, linkages and cooperation with other ongoing
programmes will be instrumental;

e Considering the highly political nature of the subject matter, and particularly the role of
parliaments, the theory of change will need to be constantly reviewed, revised and validated;

o The systemic approach towards oversight of PFM will create impetus for more transparent and
accountable management of public resources.
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lll.  OBIECTIVES, RESULTS AND PARTNERSHIPS

Expected Results

s  The objective of this action is to contribute towards stronger and inclusive partiament, SA! and civil
society engagement as enablers for effective national budget process and improved EFA scores in
PICs

¢ To achleve this objective, the action will work on improving budgetary scrutiny, public financial
oversight and accountability capacities of parliaments, supreme audit institutions and civil society
within the Pacific region, aligning with international public financial oversight and  accountability
standards, and fostering citizen engagement and oversight.

*  The above aligns with the UNDP Sub Regional Programme Document {(SRPD} for the Pacific Island
Countries and Terrltories (2018-2022), and specifically to enhance Effective governance for service
delivery, Outcome 5 of the SRPD, "By 2022, people and communities in the Pacific will contribute
to and benefit from inclusive, informed and transparent declsion-making processes, accountable
and responsive institutions, and improved access to justice.”

¢ Within outcome 5, the action will particularly contribute to delivering Qutput 5.2. Increased
transparency and accountability in governance instlitutions and formal and informal decision-
making processes. Indicative indicator 5.2.1: "Number of countries in which Parliaments are mote
effective in their oversight functions” aligns closely with the project objectives, given that
parliamentary budget work is in large measure an oversight function {both audit, and budget
scrutiny)

«  The action will also contribute to the sub regional programme “Output 5.1. increased voice and
more inclusive participation by women, youth and marginalized groups in national and subnational
decision-making bodies that are more representative” and Qutput 5.3.

»  “More women and men benefit from strengthened governance systems for equitable service
delivery”, through its citizen engagement components and its crosscutting focus on gender equality
and mainstreaming of gender budget analysis within the rapid budget review methodology.

# In a wider sense, the action will contribute towards achieving Target 16.6 of SDG 16, and higher
compliance with the UNCAC chapter on corruption prevention (see UNCAC, Article 9, Paragraph 2).

The proiect has two outputs:

Project Output 1

Improved public finance oversight and accountability roles of parliamerts and engagement of civil
society organizations, including the following activity results:

a) Sustalnably strengthened legislative and civll society capacity for budget scrutiny

b) Budgetary oversight capacity of parliaments and civil society In the region Improved

Project output 2

Improved external audit and role of supreme audit instituttons, including the following activity results:
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a) Improved external audit and role of supreme audit Institutions

b} SAls have contributed to budgetary oversight capacity of parliaments and clvll society In the
region

Project Output 1

This activity result is geared to strengthening the role of the legislature at the time of budget scrutiny.
As noted in the Development Challenge and Strategy sections, Pacific islands parliaments generally
perform below optimum in scrutiny of the budget that Is submitted by the government. Given time
pressures, the lack of public financial management experlence of many members, and limited staffing
resources, budgets often pass with inadequate scrutiny, and with littie or no opportunity for citizens
and Interest groups to assess and provide Input themselves. This creates risk that the budget is not
adequately aligned with development needs.

This activity result has three main sets If activities: establishment of a cress-national legislative budget
analysfis capaclty; development of parllamentary capacity for cfimate change budget assessment and
enhancement of citizen engagement in budgetary process and expenditure oversight.

- Estgblishment of a cross-national legisiative budget analysis copacity — floating parliamentary
budget office’;

As discussed above, there is insufficlent time and internal capacity in most parliaments within the
region to develop & 'tharough budget analysis to assist MPs in understanding and intervening during
budget scrutiny. The project will put together small teams comprised of national parliament staff,
regional paritament staff, and budget committee staff from intemational parliaments to conduct a rapid
budget analysis In six countries within the region. The budget analysls, containing overall and sectoral
briefs, will be presented t6 MPs in a briefing session as well as In wrlting, and provide a background
enabling them to more effectively intervene i the budget scrutiny and debate pracess. Whenever
applicable, section of each analysis will be devoted to climate change and gender analysis,

Development and operationalization of Parllamentary capacity for climaie change budget assessment;

Climate change Is a crucial factor threatening human security in the Pacific Islands region, and
addressing the chalienges of climate change Is central to the UN Pacific Strategy; Outcome 1 focuses on
climate change, disaster resilience and environmental protection. Effectively tying pubiic financial
management to ciimate change action will be a major governance challenge for the island states over
the next years. Governments need to be able to explain to citizens, through their elected
representatives, how fiscal resources are belng employed to mitigate climate change, Further, as global
climate change funds grow in importance, and move towards national implementation mechanisms in
line with the Paris Declaration, effective scrutiny of expenditure plans and of investment outcomes will
be increasingly important parliamentary roles. [n this sub-output, the project will support pilot projects
in three countries to ‘tag’ climate change expenditures and track them through the approval,
Implementation and audit phases. It will also host & regional conference at which the role of
Parflament and supreme audit institutions in national climate change financing systems wiil be
discussed and an action plan developed and adopted.

Enhancement of citizen engagement in budgetary process;
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Building on the rapid budget analysis, parliamentary staff will work with non-state actors, matnly civll
society organlzations, in each of the focus countries, with expert support, to develop a ‘cltizen's
budget’, a clear, accurate, and accessible summary of the key aspects of the budget proposal. This
citizen’s budget will then form the resource material for a round table to be carried out the focus
countries at which MPs and civil society will discuss the proposed budget and share observations,
concemns and input. After the budget Is adopted, mini-grants will be awarded competitively for civil
society organizations to scrutinize budget implementation, and, among other, provide reporis to
Parliament. At least one of these mini-grants will apply a gender focus to assess gender impact of
budget measures.

The majority of parliaments and SAls In the region face challenges in effective budgetary oversight.
Issues include absence of timely submission of audit reports by SAls, inadequate scope of audit reports,
and lack of follow-up on audit recommendations. Similarly, parfiaments encounter delays in
considering SAl reports, limited hearings on audit reports, failure to follow up on recommendations,
and lack of transparency and openness to the public In the audit process. Clvil society often faces jack
of information and knowledge on PFM, to be in position to Systematically ask for accountabiiity for the
public funds planning and expenditure. This activity result consists of the following main seis of
activities:

Increased knowledge of parijamentary bodies and civil society on PFM and related issues;
Based on work that has already been trialed successfully by UNDP with legislatures in the region, the
project will conduct training of Public Accounts Committee (PAC) members, Anti-Corruption
Committees {ACC), committee staff, and civil society representatives on Parllament, PAC and ACCs role
and duties, on PFM and anti-corruption, SAl reporting systems (this closely linked with activities under
Output 2), and govesnment follow-up, providing baseline knowiedge of international norms in
parliamentary budget oversight.

Improved quality and timelines of parliament scrutiny of audit reports;
The project will engage expert support to assist PAC committee and staff in the focus countries to
develop & thorough and timely report on the SAl audit, with recommendations to government, for
submission to the legislature. The project will foster transparency by supporting organization by
parliaments, with civil society engagement, of public hearings on the audit report, and will then
support organization of a further hearing after 6 months to assess government progress in budget
implementation.

To extend the knowledge base beyond the committee frame, the project will also engage with national
GOPAC chapters and their members to strengthen their knowledge on PFM and how they can
champion PFM oversight at individual and institutional level. All of these support areas will enable
countries to improve their PEFA ratings and thus increase viability of implementation of budgetary
support through national systems.

Project output 2
Improved external audit and role of Supreme Audit Institutions

This output will focus on enhancing the external audit and the role of SAls, as the operational arm in
budget oversight (KRA 2 of the EU ADf). This output is designed to complement the work with parliaments
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and civil soclety, by enhancing the likelihood for evidence-based oversight and decision making regarding
public finances. This output will feed very directly to Qutput 1 (particularly activity result 1b by working
with SAls not only to increase the quality of the audit processes but also the quality of interaction with
PACs, AC Committees where appropriate and parliaments In general (including on capacity development
initiatives for parliaments and parliament committees), and the quality of information for civil society to
pursue PFM focused social accountability initiatives.

This output will be Implemented in cooperation with the Pacific Association of Supreme Audit Institutions -
PASAL The organization was a natural partner for this output, considering their mandata and positioning in
the Paclfic as the only Pacific regional network working with SAls, and was indicated as a partner already in
the EU ADf for thls action.

PASAI is the official association of supreme audit institutions {(government Audit Qffices and similar
organizations, known as SAIls) in the Paciflc reglon. PASAI is one of the regional working groups
belonging to the International Organization of Supreme Audit Institutions (INTOSAL).

PASAl promotes transparent, accountable, effective, and efficient use of public sector resources in
the Pacific. It contributes to that goai by helping its member SAls improve the quality of public
sector auditing in the Pacific to uniformly high standards. Currently PASAI has 28 SAl members. For
more info check: www.pasai.org.

PASAI will be engaged as a responsible party within the UNDP led project, pending the outcome of a
capacity and quality-assurance scrutiny {HACT assessment), as per UNDP rules and regulations.

The interventions that will be implemented through and with suppart of PASAI will be organized around
two activity results:

Actlvity Result 2a: Improved audit processes to ensure greater accountability of government finances

1 his activity resuit wili focus on the status of public finance audit standards, quality management and public
finance audit process, through several sets of activities:

- Building SAl capatcities for efficient and timely completion of audit reports;

Based on PASAl's knowledge of the state of affairs, one set of activities will be focused on efficient and
timely completion of audit reports, as a basic precondition for further processing by the parliaments and
other oversight and enforcement bodles. For this a teatm of technical advisors will be engaged to work
with SAls that have a backlog In thelr whole-of-government (WOG) audits, and to look at ways to !mprove
the audit results or modified opinions. Technical support will be extended when WOG audits are being
conducted. A reglonal workshop on WOG auditing for SAl's that conduct financial WOG audits will be
delivered. Also, a regional workshop for SAls in adopting the INTOSAI Standards for Supreme Audit
[nstitutions (ISSAls) — Auditing Standards will be delivered. This package of activities will assist SAls to
submit timely and quality reports, and ensure follow-up. It will also enable the project to outline valid
recommendations for improvement.

- Streamlining audit processes;
The second set of activities under this activity result will be focused on increasing support to audit
processes as described above, by streamlining procedures and follow-up processes, and deslgning manuals
for SAis. Technlcal assistance will be offered to SAls during audits to provide on the job tralning and to
refine/review the audit methodology including updating manuals, procedures and assessing follow up
procedures This will refer to all types of audit: Performance, Compliance, Financial - SOEs, Ministries,
Foreign Atd Donar,
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To give an impetus for the above and to share knowledge within the region on effective mechanisms to
improve the performance of SAls, a regional workshop will be held dedicated te SAls contribution towards
PFM and corruption prevention.

- Enhancing quality assurance for Pacific SAI compliance with international standards;

The third set of activities under this activity result will be focused on enhancing the quality assurance of
SAls to eomply with international standards. Customisation and standardizatlon of audit manuals —
financial, performance, compliance, and assurance engagements will be initiated through engagement
with the SAls as a group at regional level. In addition, on-site technical support will be extended to
individual selected SAls. Quality Assurance (QA) will be conducted on-site for selected SAls and support,
including trainings, will be provided to improve audit procedures and audit policies. To streamline the
knowledge regionally, a regional workshop an Quality Assurance using IDI QA tools will be delivered. For
this the pool of recently frainad QA reviewers within PASAI will be utilised. SAls will be assisted to develop
a QA mechanism and also develop a PASAI peer review system. As a foliow-up, technical support to the
regional peer review process will be extended through PASAL

Activity Rasult 2b: Sats have contributed to budretary oversight capacity of parftaments and civil soclety in the region

This set of activities supplements Activity Result 1b and will consist of supporting SAls to strengthen their
independence for effective and credible system of public accountability through legisiative reform,
supporting SAls in strengthening their capacities and capabilities to achieve high quality and efficient audits
through SAl Performance Measurement Framework {PMF) assessments, and engaging PASAI and SAis into
the activities for awareness raising of parliaments {particularly PACs and ACCs) to facilitate the
understanding, analysls and reporting of annual budgets and financial reporting and assurance, and also
finding avenues for systematic engagements in formal and informal ways. Engagement with CSOs will be
also explored, as well as obtaining PASAl's contribution In the design of the social accountability initiatives
for CSQOs that will be funded through this project.

Preliminary work to be carried out during the inception phase

» Methodalogy for assessing parliamentary budget scrutiny and financial oversight across the
region established and implemented

Parliaments and supreme audit institutions need to understand how they are perfofming in terms of
international standards, in order to identify the steps to be taken and the support required in order to
reach strong outputs. The International PEFA methodology contains indicators (18, 30, and 31 in the
2016 methodology) that measure parfiamentary and SAl effectiveness. Further, the Open Budget Index
contains some complementary Information focusing on openness and engagement of civil soclety, while
SDG 16 indicators (still under development} assess Institutional effectiveness for development. While
some data exist on PEFA performance in the region, this is not complete, and much of the data are
outdated. Open Budget Surveys have only been conducted Tn a handful of the countries in the region. In.
the inception phase of the project, the team will establish an inclusive workgroup on parliamentary and
SAl PFM performance measurement including parliamentary, civil society, and expert representation.
Through this group, and in consultation with the global PEFA-and OBS experts, a methodology will be
developed to measure baseline parliament and SAl PFM performance within the reglon, disaggregated
into key sub Indicators that will provide a focus for the 2.5-year support, as well as provide a selection
logic and specific goals for support to the focus countries within the region.

The methodology will then enable parliaments to assess themselves, with support from the project, on
a regular basis annually through tc project completion in 2020, This will provide a clear understanding
of where cauntries need to focus, help ldentify the six focus countries, and enable the project to adjust
strategy to meet emergent needs and capacity gaps. The methodology wiil also be useful to donors in
assessing national readibess and enhancement needs for funding instruments including budget support
and naticnally-administered climate change funds.
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The four steps in achieving this preliminary baseline information and assessment tool are as follows:

= Advisory group on indicator development established including Pacific Region parllamentary
and civil society representation and virtual participation of global measurement experts from
PEFA Secretarlat and Open Budget Partnership

* Available public financial management indicators including PEFA and Open Budget Index
reviewed, and parliament-specific PFM Indicators developed

= Dreft indicators tested in a limited number of pricrity countries, baseline data gathered and
reviewed, indicators adapted according to feedback

« Parliamentary PFM indicators gathered regularly {baseline, mid-point, end project) and
employed to assess priority needs, adjust programming, and determine future needs

» Tax Governance roadmap for selected countries

Based on emerged priorities of the EU in terms of PFM transparency and accountability, and upon advice of
the EUD in Suva, the action will use the inception phase to explore the need for support of selected
countries on tax transparency and good tax governance. The maotive for this is the notlon that 2 number of
PICs are struggling with Issues related to these two sectors, with some consequences being bad rankings
on various International lists and indexes, such as the EU list of non-cooperative jurlsdictions for tax
purposes, the Financial Action Task Force (FATF} List of Non-Cooperative Authorities and others. On the
other hand, fair and transparent taxation and effective prevention of money laundering are prominent’
elements of an effective and transparent public financial management system, and substantively influence
the fevel of trust from financial partners and donors. During the inception phase, mapping of the tax
systems and AML systems In 5-7 selected countrles will be initiated. This wil! include engagement and
dialogue with the respectlve authoritles in identlfying what measures are necessary for improving their
performance in these two areas, particularly from the perspective of transparency and accountability. The
mapping will also include a scan of existing support in the given areas, and gaps. The output of this activity
will be a report, containing overview per country and reflecting regional commonalitles, with roadmaps for
action. Pending the findings of the mapping, this inception activity will be followed up with pilot tailored
technical assistance to selected jurisdictions which will express interest, indicatively in the areas of tax
transparency and fair taxation. The project activities will be subsequently updated following the mapping
exercise, to reflect the details of the pilot technical support.

Resources Required to Achieve the Expected Results

The resources required to achieve the expected results include the financial cantributions identified In the
action document; the participation, time and technical inputs of the teams from the national stakeholders-
parliaments, SAls, civil socfety; the cooperation and inputs across the public finance sector; the project
team both technical and administrative support; UNDP corporate support, human resource and
procurement management; engagement of individual contractors or companies to support specialized
technical work; engagement with PASAl, for trainings; contractual arrangements with specialized
companies and partnership arrangements with civil society and other stakeholders.

Partnerships

The action is itself part of a collaborative initiative of the EU involving PIFS, IMF/PFTAC, the
University of the South Paclfic, UNDP and PASAL. In this context, UNDP under this action will establish
a formal partnership with PASAI, as described under the previous chapter.

UNDP will seek close collaboration and complementarity with all these partners addressing different
aspects of the overall PFM challenge. This collaboration recognizes that the national budget process
Is a cycle that includes different institutional actors and opportunities for citizen and CSQ inputs at

different stages of the budget cycle.
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Besides the strategic partnership with PASAI, the component of this broader initiative delivered by
UNDP will itself be built on close collaboration with partners, including parliamentarians and
parliamentary staff, the national supreme audit institutions and civil society organizations as citizen
representatives. The project will develop partnerships with parliaments internationally, including
through the Inter-Parliamentary Union (IPU) and Commonwealth Parliamentary Assoclation (CPA)
and with the Global Organization of Parliamentarians Against Corruption (GOPAC), and it will build
on the successful work UNDP has already carried out in enabling parliamentary expert staff from
parliaments in Australasia and Europe to share thelr expertise with sister parliaments in the Pacific
Islands. in addition, the action will cooperate with UNODC, on the angle of PEFM and corruption
prevention, and work closely with climate change finance experts to develop a cutting-edge
programme of support to assure transparency and national ownership in delivery of climate change
mitigation funding.

Risks and Assumptions

The action is based on the following assumptions:

+ Continuing engagement of parliamentary leadership, parliamentarians, parliamentary staff and
supreme audit institutions to strengthen their capacities and performance in PFM, particularly in the
areas of budget scrutiny and oversight;

» Willingness of parliaments within the region to lend their staff expertise to enable rapid budget
analysis in the six focus countries;

= Availability of parliamentary expert staff from parliaments outside the region to contribute their
expertise with the parliaments of the region, In the areas of scrutiny and oversight;

* Openness and availability of civil society organizations to engage with parliamentarians, and vice
Versa;

* Willingness of parliaments and SAls to engage in a guided self-assessment on PFM Indicators,
including PEFA 18, 30, and 31;

= Development of partnership with PEFA and OBS to assist talloring of indicators for the Pacific Islands
environment (small populations with limited resources)

The following risks and mitigation strategies are identified:
Risk:

+ Limited capacity of some parliaments and CSOs to effectively engage in national budget processes;
Mitigation:

= I|dentification of countries where support can generate enhanced parliament and €SO involvement in
budget process, as well as development of detailed strategies during the inception phase,

Risk:
« Some parliaments and SAls may not be ready o engage in an intensive strengthening process;
Mitigation:

» In the inception phase the project will discuss with and assess readiness of parliaments within the
region and will select seven parliaments that agree to participate In the project and allocate staff
resources; PASAI will do the same with national SAls.
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Inter-institutional collzboration limited between government, parliament, and SAls, restricting
effective parliamentary and citizen / CSO engagement In PFM enhancement

Mitigation:

Engagement of government officials in project activities; collaboration with PFTAC support to
government, engagement in PIFS coordination approach.

Risk:

Some parliaments and SAls may be reticent to share detalis of their scrutiny and oversight processes
which are needed to establish a baseline and measure improvements in Parliament/SAl PFV;

Mitigation:

A guided self-assessment methodology will be developed in conjunction with parfiaments and SA's,
with national institutlons retaining the right to release assessment detalls, as with PEFA,

Risk:

Weak or absent Right to Information / Freedom of Information leglsiation making external scrutiny
difficult .

Mitigation:
Support to CS0-[ed initiatives to strengthen RTI/FOI frameworks.

Risk:

Civil society organizations that are capacitated to work on PFM public engagement, issues may not be
present in all countries;

Mitigation:
In the inception phase the project will assess CSO capacities in potential focus countries, Existence of

citizen organizations enabled to foster citizen engagement in budget precesses and to support
parliamentary transparency will be one of the factors considered in selection of the focus countries.

Risk:

Parliaments from outside the region may not be wiiling or able to loan staff to support the rapid
budget analyses in ali three years of the project implementation;

Mitigation:

UNDP has already developed strong working relationships with several parliaments outside the
region, and has mobilized staff from four different parliaments in Furope and Australasia. Providing
long lead time is impaortant in securing external parliamentary expertise and discussions have already
begun on availabllity to support this project. The project has also identified several further
parliaments that may be able to contribute expertise. Finally, the project design Is bullt on enhancing
regional capacity and it Is anticipated that by the last year of the project, the rapid budget analysis
teams will be operating effectively with parliamentary staff entirely from the region.
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Risk:

Difficulty engaging women and disadvantaged groups within the project activities, including training
opportunities as well as civil society engagement;

Mitigation:

Maintenance of gender disaggregated records of participation In project activities, thus identifying
areas where greater attention Is required to assure equitable participation. Gender focus
mainstreamed through project activities including in budget analysis and in oversight, including
through targeted outreach to CSO's representing women and youth, people with disabilities, remote
communities. Targeted outreach to CSOs representing women, youth and people with disabilities.
Gender to be focus of at least one mini-grant within the initiative supporting civil society budget
execution scrutiny.

Risk:
» The micro assessment® review assess that there are some key risks and significant areas of
concemns in relation to PASAl's financial management capacity to manage Ouiput 2 of the project
(that its governance framework, internal controls, accounting systems, reporting and monitoring,
programme management and procurement system)

The UNDP HACT policy and implementation guidelines will apply. Therefore, the overall risk
assessment rating will determine the cash transfer modalities to be adopted for PASAL There are
four transfer of cash modalities: Direct Cash Transfer, Reimbursements, Direct Payments and
Direct Agencies Implementation. The overall risk assessment rating will also determine the
frequency of spot checks, programmatic monitoring and special audits to ensure that PASAL is able
to execute Output 2 in accordance with the Grant Agreement.

Stakeholder Engagement

identify key stakeholders and outline a strategy to ensure stakeholders are engaged throughout,
including:

e Target Groups: The target groups include parllamentary leadership, parliamentarians,
parllamentary staff, supreme audit institutions, and- civil society. UNDP's regional
parllamentary team and the anti-corruption team have already developed close working
relationships with key actors in the parliaments, PASAI, integrity institutions of the region.
PASA], likewise, works with the SAls within the region. In terms’of civil society, UNDP already
works with civil society organizations across the region, Including in anti-corruption and
transparency, and joint civil society-pariiamentary activities have already been launched in
several countries. This base will be built upon, focusing particularly on fostering CS0
partnerships in the focus countries. Engagement of CS0Os working on-gender issues will be.a
priority, as will building links with groups active on climate change.issues.

+ Other Potentially Affected ‘Groups: The project will engage with citizens primarily through
civil society organizations, as well as citizens mobilized by members of parllament. The
project will ensure that equitable opportunities are provided to participate In project
activities, particularly considering gender, and representation of minority and disadvantaged
groups. Gender disaggregated data will be collected on particlpation in project activities and

1 The

micro assessment Is part of the requirements under the Harmonlized Approach to Cash Transfers (HACT)

Framework. The HACT framework represents a common operational framewaork for UN agencles’ transfer of cash to
government and non-governmental implementing partners. The micro-assessment provides an overall assessment of
the Implementing Partner's programme, financial and operations management policies, procedures, systems and
internal controls.

Si
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a mitigatlon strategy implemented if there is dispraportionate participation from ane
gender,

South-South and Triangular Cooperation {S5C/TrC)

The project is bullt on south-south cooperation in which capacity will be developed through
collaborative initiatlves on budget scrutiny and in sharing best practice experiences from the region
In budget oversight. PASAI itself is an organlzation representing a majority of countries from the
global south and South-South development is central 1o its work.

Knowledge

This project represents an Innovative focused methodology tc enhance PFM capacities of
pariiaments and SAls. Through support focused on enhancing specific and measurable performance
indicators, the project will generate learning that can be shared within the region and beyond;

The UNDP Pacific Office in Fiji has already developed tools to allow for gender assessment of
legislation, with the documented methodology picked up within the Europe and Central Asia region.
This project will extend this approach to focus on gender impact of budgets, and it is expected that
the learning materials fram this work will also be of interest beyond the region;

One of the most innovative aspects of the project is the focus on budget assessment through an
environment and climate change lens. It is natural that this region, which is-particularly affected,
should prioritize such an approach. However, the knowledge that will be fostered through this work,
and on developing approaches to parliamentary and SAl oversight of climate change financing, will
be of interest globally.

Leverage, Sustainability and Scaling Up

)

The action is essentially designed to enable national institutions — parliaments and SAls to assume
their responsibilities in the areas of budget scrutiny and budget oversight. Thus, a fundamental
objective of the projact is to create development sustainabllity through the capacitating of national
systems, in line with the Parls Agenda and the Accra Actlon Plan.

It will also-strengthen national institutions invalved in auditing and Parliamentary systems and
improve capacity and empower local institutions including NGOs to demand accountability from
government and improve transparency of public expenditure. In this way, the project will contribute
towards sustainability of the PFM reform efforts, but also support the anti-corruption efforts of the
countries, which in return, are essentlal for improved PFM record.

The actlon will build on the existing relatlonships that have been developed by UNDP with
parliaments, beyond the reglon, in which staff cost are covered by the home parliament and the
project covers mission-specific costs (travel, per diem).

The action is built on a cross-regional mutual capacity building approach in which parliamentary staff
will learn through participating in budget analysls and oversight activities.

The acticn leverages and complements other projects and reforms in the region, such as DRM. PIFS
will play a critical role through its convening role and secretariat to the Forum Economic Ministers,
and including coordination of broader economic reform efforts as well as provision of direct policy
advice and technical assistance (TA] to Pacific countries (in collaboration with other
regional/international organizations). This correlation will ensure cost benefit, as noted also below In
the next section, but also absorption by the nationa! systems and sustainability.

Regarding scrutiny and oversight of climate change funding through natlonal systems, this is at an
early stage, but is an important priority given the desire of many countries within the region to
directly access climate change resources which will require robust national systems.
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iv. PROJECT MANAGEMENT, GOVERNANCE AND IMPLEMENTATION ARRANGEMENTS

Cost Efficiency and Effectiveness

The project has a very wide geographic spread and relatively modest resources. it is crucial therefore that
strategies are adopted to ensure maximum results. There are five key strategies that are designed to
assure cost effectiveness and efficiency. These are:

1. The project will make maximum use of within-region capacity development, particularly
through the participation of parllamentary staff from countries within the region in the rapid
budget analysis process, which will enable staff to learn through participating in the analysis
team, and then go on to share that knowledge as part of a team carrying out a rapid budget
analysis in another country.

2. The project builds on the successful project implementation of rapid budget analysis in Eiji
and Solomon Islands, facilitated by the UNDP project team, support provided to PAC and
ACCs strengthening across the region, and the ongoing support to oversight and
accountability. Therefore, the methods proposed have already been successfully
implemented in this context. The project will enable their ramping up and also their
inclusion as part of a coordinated PFM strengthening strategy engaging other actors
including notably the grantee PASAl working with SAls, but also PIFS, IMF/PFTAC, and the
University of the South Pacific;

3. The project will work in selected focus countries to be identified and confirmed during the
implementation phase, based on needs and national commitment to participate. Howeaver,
the knowledge gained through this more intensive engagement with the focus countries will
then be shared at regional events with participation of all Pacific Islands region states.

4. The project will build on the existing relationships that have been developed by UNDP with
parliaments, beyond the region, in which staff cost are covered by the home parliament and
the. project covers mission-specific costs {travel, per diem). This enables the project to
leverage maximum value from the project resources.

5. The project wili have an ideal environment to ensure and multiply impact, as it will function
-in symbiosis with the parliament and anti-corruption Initiatives in the UNDP Pacific Office,
which have already established networks, and tested relevant approaches and activities. It is
also envisioned that, wherever applicable, joint activities might be implemented between
this project and other UNDP projects.

Project Management and Governange

The project. will be based in the UNDP Pacific Office in Fiji, and implemented through fts Effective
Governance Unit, where the UNDP regicnal parliamentary team and antl-corruption teams are currently
located, along with other regional initiatives including the climate change team. The project will benefit
from the institutional structure of the UNDP office as well as UNDP financial, operations, and procurement
systems, Similarly, the PASAl implemented output will benefit from PASAl's Institutional base and record of
working with SAls in the region. The project will work closely with the existing UNDP parliament
programme delivered in Fiji and broader regional parliamentary development projects funded by the
Government of New Zealand and Government of Japan respectively. The project will work closely in
collaboration with UN’s Pacific Regional Anti-Corruption Project which is delivered jointly by UNDP and
UNODC and funded by the Government of Australia.

UNDP s directly implementing the action, with PASAI as a responsible party for the bulk of the activities
under Output 2.

The core project team will be comprised of one intermaticnal praject manager who will be responsible for
the day to day management of the project, provision of technical advisory support, reporting and
monitoring. There will be two national staff at officer and assistant level who will provide administrative,
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logistical and operational support to the project. More detalls are described below, under the Project
Office section.

Governance of the project is undertaken thmugh' the Project Board which convenes minimum once a year.
The Project Board is the group responsible for making by consensus, management decisions for a project
when guidance is required by the Project Manager, including recommendation for approval of project
plans and revisions, [n order to ensure accountability, Project Board decislons should be made in
accordance with standards that shall ensure management for development results, best value money,
fairness, integrity, transparency and effective international competition. In case a consensus cannot be
reached within the Board, final decision shall rest with UNDP. in addition, the Project Board plays a critical
role in UNDP commissicned: project evaluations by quality assuring the evaluation process and products,
and using evaluations for performance improvement, accountability and learting. The Terms of Reference
for the Project Board are at Annex 4.

The composition of the Project Board is Indicated in the dlagram befow and indicative terms of reference
are in annex of this document. The “Beneficiary” represents the interests of those who will benefit from
this action — as a Pacific regional programme, the Pacific Island Forum Secretariat (PIFS} will represent
project beneficiaries on the Board. The Executive, represented by UNDP, ensures that the project is
focused on achieving its objectives and delivering outputs that will contribute to higher level outcomes.
The “Senior Supplier” represents the interests of the parties concerned which provide funding - EU and
technical expertise to the project. The Project Board arrangement also includes the role of Project
Assurance. Whilst Project Assurance is the responsibility of each Project Board member, there is also the
dedicated role of Project Assurance - UNDP Integrated Results Management Team. Additionally,
representatives of other stakeholders, non-governmenta| organizations implementing In related areas and
/ or reciplents of grants under the praject, can be Invited to the Project Board Meetings.

The Project Manager has the authority to run the project on a day-to-day basis on behalf of UNDP within
the constraints laid down by the Board and in accordance with the UNDP Programme and Operations
Policies and Procedures. The Project Manager Is responsible for day-to-day management and darision-
making for the project. The Project Manager's prime responsibility is to ensure that the project produces
the results {outputs) specified in the project document to the required standard of quality and.within the
specified constraints of time and cost. UNDP appoints the Project Manager, who is different from the
UNDP representative on the Project Board.

Project Board (Governance Mechanism)
Beneficiaries ' Executive Senior Supplier
PIFS UNDP (Pacific Qffice Eurcpean Union
: {Delegation In Suva)
Project Assurance 7 i
Integrated Results I
Management Team Project Manager Project Support |
UNDP | Staff [
[ : '
| - I

I
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Project Office

The project Management team will be made up of three staff and based in the UNDP Pacific Office in Suva,
Fijl. The Project Team will be comprised of one international project manager and two national staff at
officer and assistant level who will provide administrative, iogistical and operational support to the project.
The project officer will dedicate substantive amount of time in contributing towards managing the
partnerships with PASAI, by providing daily guidance and support, and performing oversight and quality
assurance for the activities performed by PASAI, along the project manager as the ultimately responsible
team member. '

The project will also benefit from the knowledge and inputs of the international parliament and anti-
corruption advisors, considering its cross-cutting nature and the symbiosis with the work done under these
two respective programmes, as described above. By sitting in the Effective Governance Unit of the UNDP
Pacific Office in Fiji, the project will also benefit from a more extensive network and the inputs of support
staff that are engaged throughout the Unit. The contribution by these advisors will be UNDP’s in-kind
contribution to the project.

UNDP’s direct contribution to the project will include the quality assurance and strategic guidance input by
the Effective Governance Unlt team leader and deputy team leader, who will spend on average of 1
1/2days per month each in supporting the project.

"The Action will be charged costs arising from services provided by the UNDP Pacific office in Fiji in the
implementatian of the project and include: (1}Payments, disbursements and other financial transactions;
(2)Recruitment of staff, project personnel, and consultants, (3) Procurement of services and equipment,
and disposal/sale of equipment (3) Organlzation of training activities, conferences, and warkshops,
including fellowships {4)Travel authorizations, visa regquests, ticketing, travel arrangements and IT and
telecommunication services specifically purchased for operation of the project office; (5) Shipment, custom
clearance (6) depreciation costs, rental costs or lease of equipment, maintenance and assets (7) office
space rental cost inciuding costs of energy and water specifically supplied for the operations of the project
office (B) costs of facility management contracts Inciuding security fees (9} costs related to the provision of
communication services {10) and travel and subsistence cost for staff and other persons directly assigned
to the operations of the project office. The resources of the UNDP, which includes the Joint Operations
Centre in Fiji and Malaysia and the Integrated Results Management Team in Suva, will be utilized for the
provision of these services.

In that regard, the salaries of respective UNDP staff will be partially charged to the Action, for the time
directly attributable to the implementation of the Action, based on time sheets:

¢ Finance Assistant — Operations (G5): Responsibie for the processing of payments and advising on
the documentation requirements on each type of payments. Finance processes al! disbursement
for payments, on-site support and cash disbursement with the bank. It Is estimated that 10% of the
Finance Assistant’s time will be charged to the project.

s Procurement Associate- Operations {GE): Responsible for providing support in identification of
procurement modalities, facilitating quality, transparent, effective and fast procurement
processes; supporting the project in the faunch and publicity of procurement processes; advising in
project procurement evaluatian processes; supporting In negotiations with potential contractors
{as needed); asslsting In the pracess of contracting, monitoring of contracts. it is estimated that
109% of the Procurement Associate- Operation’s time will be charged to the project.

s Human Resource Associate- Operations (G6}: Responsible for Recruitment of staff, project
personnel, and consultants and contracts. Human Resource Associate will provide advice
conditions of services and carry labour relations activities as appropriate. It is estimated that 3% of
the Human Resource Associate’s time will be charged to the project.

1
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FED/2018/401-036 - Annex 1 - Description of the action
» Operations -Finance Team Leader Support (NOB): provides advisory support to the project and
approval for all payment requests. Tralnings for staff on finance policies, procedures and audits. It
is estimated that 3% of the Finance Team Leader's time will be charged 1o the project. Programme
Finance Associate, Integrated Results management Unit {(G6): Provides support in ensuring budget
revisions are reviewed and processes, provide regular monitoring of the project delivery and
project revenue, provide support in the preparation of financial reports for donor reporting,
provide support to the project for disbursement of financial resources to responsible parties intine
with financing agreements and templates and assist the project with project closures at the end of
the project. It Is astimated that 7% of the Programme Finance Associate time witl be charged te the
project.

= M&E Analyst, Integrated Results management Unit {NOB): Provides guidance to the project on
partner agreements ensuring compliance with partner and UNDP corparate requirements Including
the provision of guldance to the project on M&E actlvitles, analysis and synthesis of findings from
MBE activities and to assess implementation of M & E recommendations. it is estimated that 5% of
the M&E Analyst’s time will be charged to the project.

= Communlcatlon Associate, Effective Governance, (SC SB3): Supporting the Project in technical
aspects of communication and visibility activities, including production of leaflets/infographics,
reports and audio-visual products. The associate will ensure that all awareness-raising activities
adhere to and are fully aligned with the visibility needs and interests of the EU. It is estimated that
5% of the Communication Associate’s time will be charged to the project.

Computers, desks, and other necessary equipment for the operation of the project team will be purchased
through this project, as reflected In the budget of this action.

Financial transactions and financial statements shall be subject to the internal and external auditing
procedures laid down in the Financlal Regulations, Rules and Directives of the UNDP,

Performance monitoring and reporting

The logical framework of this Action will serve as a basis for measuring progress. In accordance with
UNDP’s programming policies and procedures, the project will be monitored through the monitoring and
evaluation plan outlined befow. The workplan is also incorporated in this document.

Evaluationt

As indicated in the M&E plan of this Action, an evaluation will be conducted at the end of the project, to
assess key results and generate learning for future work. It will be conducted in accordance with UNDP
rules and regulations and apply the UNDP guldance articulated in the Handbook on Planning, Manitoring
and Evaluating for Development Results (http://web.undp.org/evaluation/guidance.shtmlithand book)

V. GENERAL OVERVIEW ON VISIBILITY AND COMMUNICATION

The Project will take 2ll appropriate measures to publicize the fact that an Action has received funding
from the European Union and to pramate the objectives and results achleved. information given to the
press, the beneficiaries of an Action, all related publicity material, reports and publications, will
acknowledge that the Actian was carried out "with funding by the European Union" and will display in an
appropriate way the European logo {twelve yellow stars on a blue background). The Project’s specific
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communication and visibility strategy will be developed in line with the “loint Visibility Guidelines for EC-
UN actions in the field” and will be laid down in the Annex 6 “Communication and Visibility Plan” of the EU-
UNDP Delegation Agreement. The communication strategy for this action will comply with the joint

communication and visibility plan of the project "Strengthening PFM and Governance in the Pacific",
EDF/2017/40176.
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X. LEGAL CONTEXT

This project forms part of an overall programmatic framework under which severai separate associated country level
activities will be implemented. When assistance and support services are provided from this Project to the assoclated
country level activities, this document shall be the “Project Document” instrument referred to in: (i) the respective
signed SBAAs for the specific countries; or [if} In the Supplemental Provisions to the Project Document attached to the
Project Document in cases where the recipient country has not sighed an SBAA with UNDP, attached hereto and
forming an integral part hereof. All references in the SBAA to “Executing Agency” shall be deemed to refer to
“Implementing Partner.”

This project will be implemented by UNDP (“Implementing Partner”) In accordance with its financial regulations,
rules, practices and procedures only to the extent that they do not contravene the princlples of the Financial
Regulations and Rules of UNDP. Where the financlal governance of an Implementing Partner does not provide the
required guidance to ensure best value for money, fairness, integrity, transparency, and effective internationa)
competition, the financlal governance of UNDP shall apply.

XL Risk MANAGEMENT

1. UNDP as the Implementing Partner will undertake all reasonable efforts.to ensure that none of the [project
funds]" [UNDP funds received pursuant to the Project Document]® are used to provide suppert to individuals or
entities associated with terrorism and that the recipients of any amounts provided by UNDP hereunder do not
appear on the list malntained by the Security Councll Committee established pursuant to resolution 1267 (1999).

The list can be accessed via hgm;[[www.un.oﬂsg[commmgglzﬁﬂag sanctions list.shtml. This provision

must be included in all sub-contracts or sub-agreements entered into under this Project Document.

2. Social and environmental sustainability will be enhanced through application of the UNDP Social and
Environmental  Standards  (hitp://www.undp.org/ses) and  related Accountability  Mechanism
(hitp://www.undp.org/secu-srm).

3. UNDP as the Implementing Partner will: {a) conduct project and programme-related activities In a manner consistertt with
the UNDP Social and Environmental Standards, {b) Implement any management or mitigation plan prepared for the

project or programmie to comply with such standards, and (c) engage In a constructive and timely manner to address any

concemns and complaints raised through the Actountability Mechanism. UNDP will seek to ensure that communities
and ather project stakeholders are informed of and have a2ccess to the Accountability Mechanism.

4. Al signatorles to the Project Document shall cooperate In good faith with any exerclse to evaluate any programme or
project-related commitments or compliance with the UNDP Social and Environmental Standards. This includes
providing access to project sites, relevant personnel, information, and documentation.

5. UNDP as the Implementing Partner will ensure that the following obligations are binding on each tresponsible
party, subcontractor and sub-reciplent:

2. Consistent with the Article Il of the SBAA [or the Suppiemental Provisions to the Project
Document], the responsibliity for the safety and security of each responslble party, subcontractor
and sub-recipient and its personnel and property, and of UNDP's property in such responsible
party’s, subcontractor's and sub-reclpient’s custody, rests with such responsible party,
subcontractor and sub-recipient. To this end, each responsible party, subcontractor and sub-
reciplent shall:

i. put In place an appropriate security plan and maintain the security pian, taking into
account the security situation in the country where the project is being carried;
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ii. assume all risks and [abilities related to such responsible party's, subcontractor’s and sub-
reciplent’s security, and the full implementation of the security plan.

UNDP reserves the right to verify whether such a plan is in place, and to suggest modifications to
the plan when necessary. Failure to maintain and implement an appropriate security plan as
required hereunder shall be deemed a breach of the responsible party’s, subcontractor’s and sub-
reclplent’s abligations under this Project Document.

Each responsible party, subcontractor and sub-reciplent will take appropriate steps to prevent
misuse of funds, fraud or corruption, by its offlclais, consultants, subcontractors and sub-recipients
in implementing the pro)ect or programme or using the UNDP funds. It will ensure that its financial
management, anti-corruption and anti-fraud policies are in place and enforced for all funding
received from or through UNDP.

The requirements of the following documents, then In force at the time of signature of the Project
Document, apply to each responsible party, subcontractor and sub-reciplent: (2} UNDP Pollcy on
Fraud and other Corrupt Practices and {b) UNDP Dffiee of Audit and Investigations investigation
Guidelines. Each responsible party, subcontractor and sub-recipient agrees to the requirements of
the above documents, which are an integral part of this Project Decument and are avallable enline
at www.undp.org.

In the pvent that an investigation Is required, UNDP will conduct investigations relating to any
aspect of UNDP programmes and projects. Each responsible party, subcontractor and sub-recipient
will provide its full cooperation, including making available personnel, relevant documentation, and
granting access to its (and its consultants’, subcontractors’ and sub-recipients’) premises, for such
purposes at reasonable times and on reasonable conditions as may be required for the purpose of
an investigation, Should there be a limitation in meeting this obligation, UNDP shall consuit with It
to find.a solution.

Each responsible party, subcontractor and sub-redpient will promptly inform UNDBP as the
‘mplemanting Partner in case of any Incidence of inapprepriate use of funds, or credible allegation
of fraud or corruption with due confidentiality,

Where it becomes aware that a UNDP project or activity, in whole or in part, is the focus ot
investigation for alleged fraud/corruption, each responsible party, subcontractor and sub-reciplent
will inform the UNDP Resident Representative/Head of Office, who wlil promptly inform UNDP’s
Office of Audit and Investigations (OA). [t will provide regular updates to the head of UNDP in the
country and OAl of the status of, and actions relating to, such investigation.

UNDP wlil be entitled to a refund from the respansible party, subcontractor or sub-recipient of any
funds provided that have been used inappropriately, Induding through fraud or corruption, or
otherwise paid other than in accordance with the terms and conditions of this Project Document.
Such amount may be deducted by UNDP from any payment due to the responsible party,
subcontractor or sub-recipient under this or any other agreement. Recovery of such amount by
UNDP shall not diminish or curtail any responsible party’s, subcontractor's or sub-recipient’s
obligatlons under this Project Document.

Where such funds have not been refunded to UNDP, the responsible party, subcontractor or sub-
reciplent agrees that donors to UNDP {including the Government} whose funding Is the source, in
whole or In part, of the funds for the activities under this Project Document, rmay seek recourse to
such responsible party, subcontractor or sub-recipient for the recovery of any funds determined by
UNDP to have been used inappropriately, Including through fraud or corruption, or otherwise pald
other than in accordance with the terms and conditions of the Project Document.

Note: The term “Project Document” as used in this clause shall be deemed to include any relevant

subsidiary agreement further to the Project Document, including those with responsible parties,
subcontractors and sub-recipients.
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Each contract issued by the responsible party, subcontractor or sub-recipient In connection with this
Project Document shall include a provision representing that no fees, gratuities, rebates, gifts,
commissions or other payments, other than those shown in the proposal, have been given,
received, or promised inh connection with the selection process or in contract execution, and that
the reciplent of funds from it shall cooperate with any and all investigations and post-payment
audits.

Should UNDP refer to the relevant national authorities for appropriate legal action any alleged
wrongdoing relating to the project or programme, the Government will ensure that the relevant
national authorities shall actively investigate the same and take appropriate legal action against ail
indlviduals found to have participated in the wrongdoing, recover and teturn any recovered funds to
LINDP,

Each responslible party, subcontractor and sub-recipient shall ensure that all of its obligations set
forth under this sectlon entitled “Risk Management” are passed on to its subcontractors and sub-
reciplents and that all the clauses under this section entitled "Risk Management Standard Clauses”
are adequately reflected, mutatis mutandis, in all its sub-contracts or sub-agreements entered into
further to this Project Document.

ANNEXES

1.

2,

3.

4.

Problem Tree and Theory of Change

Project Board Terms of Reference and TORs of key management positions

HACT Assessment

Risk Log
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ANNEX 1 _Problem Tree and Theory of Change
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Public Finance Oversight and Accountabiilty Roles of Parliament, SAis and engagement of Civil Society Organisations

Causes
Lack of integrated ' Interinssittional Absence of Nis and
governance Limited PFM Lim'tec cvll society collaboration and Insttutionaiized pariamentary staff
processes engaging technical cepacity in capacities ard apen goverrarce ant-cormuption tnexperiencad in
tstitutions with Parliamets and 5Als exgerience In PFM dnden,wd;pé 4 meckankss and inciusive hudgeting
each other ¢t soclety activism Pracess

Effects

weak Zil:g:;u:es n Absence of citizen am:;p::tﬂ;f :: g inadequate Nnking Capa:ﬂyl to :;ub!ll:e Insufficient MP and
P ability o morftor parilam of budget process exte‘rna publican citlzen awareness
parflament and Inflzence seo:etyto enm;fe with cesired policy private funding and engagement in
engagement and budgeting e:;ﬂve_ use out < limited due to weak clirmate change
external oversight public funds limited PFV; ratings finanee planning

Establish ] basellne
understanding of the PFM
capacities and challanges of
parllaments and SAls in the
region

Enable measurement of prograss
and ldentfication of capacity
development needs areas

Create L collzborative
parllumer!tarv budget snelysis
capacity across the region

Suppert  enhanced  budgetary
external audit and parilamentary
and ciil soclety oversight,
ensuring foliow-up oh
recommended improvenents to
government FFM processes

Activity Results:

% N

Sustairably strengthened
legisiative and cil soclety
capaclty for budget scrutiny

Budgetary oversight capaclty
of parilaments arc cIvi socety
In the reglon Improved

mproved awdit processes to
ensure greater accountability
of government finances

SAls tave contrbuted to
budgetary oversight capacity
of parlisments and civli soclety
Ir the reglon

Improved  public

¥ 3\

utputs:

gccountabliity  rofes  of

engagement of clvil soc'ety organfzations

and
and

finance  oversight
marllaments

£ \

e e i

supreme sudit Institutions

Improved external mudlt and role of
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PROJECT BOARD - TERMS OF REFERENCE '

1. Overall Objective of the Project Board

The overall objective of the Project Board Is to provide guidance and support to the Project management team in order
to reach the Project’s overall objective, as welf as be aligned to EU funded and other public financial management and
governance in the Pacific,

z. Spetific Objectives of the Project Board

The specific objectives of the Project Board are as follows:

- To discuss and find solutions to challenges to the timely and high-quality implementation of the Project;
To approve annual work plans and annual progress reports;
To ensure that synergies are maintained and enhanced between the this and other EU funded PFM projects;
To ensure that global and regional resources are used in an optimal and mutually reinforcing manner

- To ensure that the Project is progressing in a manner which is satisfactory to all the stakeholders;
To ensure that the Project continuously adopts an integrated approach with other similar support being
provided by other multl-lateral or bilateral development partners at the global level;
To improve coordination and information sharing among the Project stakeholders and ensure that any Internal
or external risks to the successful implementation of the Project are brought to light in a timely manner and
ensure that potential solutions are forthcoming;
To ensure that any potential change of approach, strategy or mechanism for the implementation of any part of
the Project’s components is shared and approved by the stakeholders;
To ensure that there is a sufficient information flow among the partners engaged in this project.

3. Composition of the Project Board

The Project Board will consist of relevant representatives of UNDP, EU and PIFS. Moreover, represéntatives from
beneficiary countries and international organizations, civil society, the private sector and the academia refevant to the
implementation of the Project may also be invited on an ad hoc basis by the Project Board.

The level of the participants will be at a management and senior technical level. The names of the representatives of
each organization will be submitted to UNDP two weeks before the first Project Board meeting, Any-subsequent changes

ofa re_gresentatwe should be sent in writing to UNDP that functions as the Secretariat to the Project Board and chairs
——THE 1T meetings.

4. Organization of Project Board Meetings

The meetings will be organized annually. The venue will be usually in UNDP, unless otherwise agreed for specific
occasions.

The foilowing documentation will be submitted to the Project Board Members one week before the meeting:
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Agenda;

Minutes from previous meetings;

Summary documents for review, such as annual work plans and progress reports;
Other documentation deemed relevant.

For urgent matters, such as unforeseen difficulties in any of the components of the Project, an ad hoc Project Board
meeting may be convened, upon the request, of any of its members.

5. Outputs of the Project Board
The minutes of each Project Board meeting will be produced by the Project management team and @ draft circulated to
Prolect Board members within one week after the meeting, requesting for comments. Any comments shouid be sent

back to UNDP within the following week. Thereafter, the final minutes will be produced within five days of receipt of
comments and re-circuiated.

Aslde from these minutes, it is anticipated that the Project Board will have a positive effect on the dissemination of
information among the stakeholders to the Project and reinforce cooperation and coordination.
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