Samoa – ESP II

7th Joint Review Mission (JRM)

September 19-23, 2011

Joint Review Record 
Introduction
The Government of Samoa (GoS), the Asian Development Bank (ADB), the New Zealand Ministry of Foreign Affairs (MFAT), and the Australian Agency for International Development (AusAID) conducted a progress review of the Samoa Education Sector Project (ESP II) between September 19 and 23, 2011.  The Review primarily focused on: 
(i) assessing progress in ESP II since the joint review team last met; 


(ii) ensuring that ESPII can close on schedule and its impact assessed in a timely manner, and 

(iii) recommending a road-map and responsibilities to develop a high-level results-based sector policy support program to follow ESP II, including the steps necessary to determine what the education sector will be defined as. 
(NB. Although not discussed in detail during the review, the JRM ToRs requested a draft ToR for PFM assessment. The draft ToRs are attached as Annex 5.)

 The terms of reference and a list of persons met by the JRM are attached.

The JRM commends the work of Ministry of Education, Sports and culture (MESC) staff for their achievements in meeting the challenges of ESP II and wishes to express its gratitude to MESC for the hospitality shown to the visiting mission.
   
Summary of Recommendations

The JRM recommend that:

(i) assessing progress in ESP II since the joint review team last met
1. MESC considers extending the curriculum trial period to include all of 2012 and that the roll-out is delayed until 2013.  The belief is that the trial period is not adequate to comprehensively identify problems or shortfalls.
2. MESC extends information system training to school principals and appropriate MESC staff to enable them to utilize this developing system for management and student tracking purposes.
3. The Policy, Planning and Research Division develop the capacity to lead discussions in the ministry and perhaps with the Education Advisory Committee that take research findings into the arena of policy dialogue.

4. The GoS acquire detailed information on the China’s possible investment in fibre-optic cable installation so that the SchoolNET team can assess how the component on public-private partnership may be influenced by this investment. The information will be shared with the SchoolNET team upon PRC’s confirmation of the fibre-optic cable. 
(ii) ensuring that ESPII can close on schedule and its impact assessed in a timely manner
5. MESC develop a strategic monitoring framework in addition to its implementation milestones for ESP II and SchoolNET.

6. MESC revisits 2011-12 ESP II/SchoolNET annual plan and their plans for civil works under ESP II to ensure that all available funds are made good use of. MESC to also indicate level of resources  beyond ESP 2 budget required to meet all schools civil works commitments.

7. A final project review mission takes place in September 2012 and that draft ToR for an Implementation Completion Report (ICR) be discussed at that time. 

(iii) recommending a road-map and responsibilities to develop a high-level results-based sector policy support program to follow ESP II
8. MESC examines the Strategic Policy and Plan 2006-15, alongside the sector goals for the budget estimates, and determines the key high-level policy areas to be prioritised over the period 2012-15, and how the operational policy areas contribute to achieving results.

9. MESC develops and tests a means to monitor the sector against policy goals as a step towards a sector programme.  A critical part of this exercise will be the establishment of a 2011-12 baseline against which post ESP II gains can be assessed.   
10. MESC develop a three-year rolling plan for implementation once the key policies are identified for 2012-15,  – detail in Year 1, with indicative activities in Years 2 and 3. This should be costed, with the costs drawn from the education sector MTEF to be developed in late 2011. 
11. The GoS look to making the Education Advisory Committee a body that meets quarterly reports to Cabinet via the Minister.
12. GoS determine whether or not DPs have a role on the Education Advisory Committee.  The JRM team is not convinced that they do – except when invited to participate in discussions on specific issues – as it is intended that the committee develop to a point where it is a leading high-level forum for sector policy dialogue. 

13. That the GoS reinstate  the informal meetings between the DPs and GoS : “as frequently as necessary”.

14. That future annual joint review meetings should be focused on agreed high-level policy objectives, forward planning, and results.
15. MoF considers how to manage currency risk, both for contracts in foreign currencies, and for its debt servicing obligations maintained on the CS-DRMS system.
a. The PFM Task Force commissions further analysis of GoS foreign currency exposures, possibly in consultation with the Central Bank, and consider whether it is feasible for MoF to develop and maintain a capacity to manage these risks.
16. That MESC refer to ADB’s Loan and Grant Information Services, for official project financial management accounting and monitoring information.

17. MESC/MOF identify how the funding gap for the remaining four schools will be filled..

18. That the draft roadmap be further refined and agreed among the partners: MoF, MESC, AusAID and NZ/MFAT including the required financial support for the roadmap.  Subject to inclusion in the next GoS/ADB country partnership strategy document, ADB may consider extending the assistance beyond 2012 to support the education sector. 

Section 1: Mission Findings

(a)
ESP II Progress

Good progress has been made in all areas of the project and GoS and its DPs are confident that the project can reach successful completion in December 2012 (although the absence of the requested ESP II M&E framework, since May 2010, is noted.) The ESP II team has been working well and is demonstrating a strong commitment to complete the project on time and with tangible outcomes.  While there are some incomplete tasks in each component the JRM is satisfied that MESC has a clear and feasible strategy to complete ESP II on time recognizing that some activities will continue after ESP II’s closure.   Required adjustments to achieve the five expected ESP II outputs have been proposed under the recent PINZ-MESC contract variation for components 1, 2, and 4.  It is expected that this will assist MESC with the preparation of and a smooth transition to the post ESP II era.  An M&E framework for ESP II, and a future sector-wide M&E framework must include results reporting from all components, eg. SSFGS and SchoolNET and other parallel donor supported activities. 

Implementation progress since the 6th JRM (June 2010)
Curriculum Development   The JRM notes that all of the seven primary curriculum statements have been completed.  Teacher manuals for the new curriculum are due for completion in October 2011.  Required training for some 1,500 teachers is on-going as is the field trialing of the new curricula.  Full scale roll out of the new curricula is expected to begin in early 2012.  The JRM noted that MESC requires some additional support from PINZ to oversee the preparation of the curriculum roll out and on-going teacher training.   Several new learning materials have been prepared and MESC intends to develop more materials in the Samoan language.  Over the next 13 months training will be offered to all primary school teachers through 13 core trainers who will be supported by a PINZ consultant.  MESC is planning to provide follow up training to the 13 core trainers in late 2011.  A teacher mentoring program will also commence in late 2011.  The JRM suggests that MESC consider extending the curriculum trial period to include all of 2012 and that the roll-out be delayed until 2013.  The belief is that the trial period is not adequate to comprehensively identify problems or shortfalls. 
 
Teacher Development   The National Teacher Development Framework (NTDF) was finalized earlier in 2011. It provides an overarching framework for the management of teachers and includes pre-service and in-service teacher training and teacher performance appraisal system.  To date, key training in the areas of content, pedagogy and facilitation skills for the new curriculum have been carried out and significant progress has been made towards the completion of the professional baseline standards for teachers.  
The proposed Samoa Teacher Management Information System (to be part of the EMIS) is expected to be a powerful tool to assist the management of teachers and JRM notes MESC’s intention to fully utilize the proposed information system.  The JRM also notes that MESC has completed the template of the EMIS that will provide all primary and secondary students with student education numbers.  It is suggested that training be extended to school principals and appropriate MESC staff to enable them to utilize this developing system for management and student tracking purposes.
Access to Education (School Infrastructure Development)   The JRM notes that progress has been made in the areas of ESP II school rehabilitation. To date, six out of 10 ESP II schools are under rehabilitation and civil works at those schools are expected to be completed before 31 December 2011.  ESC is expected to complete the rehabilitation of the four remaining ESP II schools and to finalize the school maintenance minimum standard and guidelines (to be captured in a School Facilities Handbook) within 2012. GoS wishes to continue with the bidding for the rehabilitation of three schools as early as October 2011 while the bidding for the last school should start before the end of 2011. The JRM recognizes the launch of the new MESC Head Quarter building in February 2011 as a symbol of GoS’s commitment to the education sector.  
 

Policy, Planning and Research   The Policy, Planning and Research Division continues to undertake relevant research and policy development as envisaged in the ESP II plan.  The JRM commends the completion of key research documents: (i) “Access to, Participation in and Transition from Primary Schooling”, and (ii) “Improving Teacher Retention, Motivation and Performance” and suggests that the reports be shared with relevant stakeholders and communities through an appropriate communication strategy, perhaps an annual MESC publication.  Other research areas the Policy, Planning and Research Division aims to complete in the coming year including (i) Bilingual Education, (ii) Multimedia, (iii) Teacher Effectiveness, (iv) Primary Curriculum, and (v) National and School-based Assessments. However, the JRM notes that there is room for the development of a capacity within Policy, Planning and Research Division to lead discussions in the ministry and perhaps with the Education Advisory Committee that take research findings into the arena of policy dialogue.

    
SchoolNET   The JRM notes good progress under this component.  School-based training for 37 junior secondary schools started in late 2010 while the infrastructural development and procurement of the new learning materials are due for completion in early 2012.  The JRM notes recent news on China’s investment in fiber-optic cable installation and reflects that this may have some implication to the SchoolNET.  The JRM has requested the GoS to acquire detailed information so that the SchoolNET team can assess how the component on public-private partnership may be influenced by this investment.  
      
Project coordination   The JRM notes that the function of the Secretariat has been significantly strengthened and is being viewed by MESC as the future sector coordinating unit within the new ministry structure (yet to be approved). 

(b)
Financial and Procurement Management

(i)
Financial Management

Contract Awards and Disbursements, as of 14 September 2011, overall contract commitments and disbursements are US$21.75 million (74%) and US$14.89 (68% against contract amount) respectively.  The JRM notes that disbursement figure should increase more quickly and has therefore requested GoS to submit the necessary withdrawal applications to ADB in a timely manner.  Please refer to Annex 1 which provides details for each cost category.

Table 1: Financial Management - ESPII
	Funding Source
	Loan/Grant Amount*
	Commitments
	Disbursements
	Uncommitted Amount
	
	

	2220-SAM (Loan) a/
	7.327 
	5.640 
	3.880 
	1.687 
	
	

	0031-SAM (AusAID Grant)
	8.600 
	6.314 
	4.313 
	2.286 
	
	

	0032-SAM (NZ Grant)
	8.600 
	6.314 
	4.313 
	2.286 
	
	

	Government of Samoa
	4.740 
	3.480 
	2.379 
	 1.260 
	
	

	Total
	29.267 
	21.748 
	14.885 
	7.519 
	
	

	*in US$ Millions
a/  US$ equivalent as at 14 September 2011; excluding unallocated amount of US$1.19 and IDC of 

US$0.32 millions


Special Purpose Account (SPA).  The balance of SPA is US$2.70 million as of 31 August 2011.  

Financial Accountability

The JRM suggests that MESC refer to ADB’s Loan and Grant Financial Information Services, for official project financial management accounting and monitoring information.  MoF has confirmed that they have account access to the system and that MESC will reactivate account access.  

Audited Project Accounts

The project account audit for FY 2010/2011 is under preparation by MESC.  This is expected to be finalized in early October 2011.
(ii)
Procurement/Contract Management

 School Rehabilitation: The rehabilitation of six schools is expected to be completed as per the following schedule: 

	School
	Scheduled Completion Date

	Savaii Sisifo Secondary
	Completed in August 2011

	Alofi o Taoa Secondary
	October 2011

	Itu o Tane Secondary
	October 2011

	Aleipata Secondary
	December 2011

	Safata Secondary
	December 2011

	Samoa College
	January 2012


The rehabilitation of four schools still remains to be tendered:  Lefaga Secondary, Aana Secondary, Sagaga Secondary, and Avele College.   Bearing in mind the project completion date of 31 December 2012, JRM agreed that MESC will propose to MOF to proceed with the tender for three schools: Lefaga Secondary, Aana Secondary,  Sagaga Secondary within September 2011.  A bidding schedule for Avele College will be determined as soon as MESC completes a thorough analysis of cost projections for all other project components.  The latest estimated costs of the four remaining schools are as follows:
Table 2: Estimated costs for remaining four schools 
	 
	 
	Engineer's Estimate (SWT)
	US$ Equiv.

	 
	 
	(as at 27 July 2011)
	(US$1 / 2.287 as at 16 Sep 2011)

	1.
	Lefaga Secondary
	1,889,345 
	826,124 

	2.
	Aana Secondary
	2,141,750 
	936,489 

	3.
	Sagaga Secondary
	2,980,000
	1,303,017

	4.
	Avele College
	5,216,000
	2,280,717 

	 
	TOTAL
	12,227,095 
	5,346,346 


Funding Gap: 
The recent civil works estimates for remaining 4 schools as indicated above is $5.346 million while uncommitted amount for civil works is $1.36m (please see Annex 1 for details on available funds per cost category).  Assuming that other cost categories will remain the same, there will be a funding gap of $3.99 million.  The funding gap of $3.99m ($5.346m less $1.36m) is perceived to be partially covered from:

US$1.19m - unallocated portion from ADB Loan 2220 (to cover 84% of total expenditure
)

US$1.20m – AusAID’s additional contribution in June 2010 (to cover 84% of total expenditure)

US$1.59m – MESC/MOF to identify

MESC HQ Cost overrun:  GoS, through a Cabinet Decision (FK (11)28) has confirmed that the overrun incurred will be covered by GoS, as follows:  NZ$2,303,483;   SAT675,923;   and US$157,000.   

NB. Formal notification of this has not yet been received by the DPs. 

Section 2 : Closing ESP II

ESP II closes on 31 December 2012, with a six month window to close all associated accounts. SchoolNET closes at the end of 2013 also with a six month post-closure window to close all accounts.  As noted above, the expectation is that project will close on schedule.  A final ESP II/SchoolNET annual plan was shared with the mission. While the mission were satisfied with the direction and general content of the plan, we suggest that the plan could benefit from a strategic monitoring framework in addition to MESC’s implementation milestones.  The JRM asks that GoS also revisit 2011-12 ESP II/SchoolNET plan and their plans for civil works under ESP II to ensure that all available funds are put to good use.   

As a step towards the transition to a sector program the mission recommends that MESC develops and tests a means to monitor the sector against policy goals.  A critical part of this exercise will be the establishment of a 2011-12 baseline against which post ESP II gains can be assessed.   It will be essential to ensure that the baseline has ‘complete’ data (the definition of which will be agreed with DPs at a later date) for all subsectors that are being included in the GoS’s revised Sector Strategies Policies and Plan (see Section 3). It will also be critical for that baseline to provide information pertaining to gender and disabled persons’ participation in the sector by level and location, and where feasible by outcome.

It is intended that a draft Implementation Completion Report (ICR) be discussed at that time.  Over the course of the next few months the DPs will arrive at an agreement on how best a single ICR can serve all their institutional requirements. A draft ToR will then be developed and shared with MESC and all DPs for comment.   ADB has provisionally allocated funds to facilitate the ICR (or Project Completion Exercise) and the DPs have agreed to utilize these.  

Section 3 :  Post ESP II Considerations and Roadmap to Sector Program Support

A significant amount of the JRM’s time focused on challenges faced in transitioning New Zealand and Australian support, post-ESP, from project to program support.  While SchoolNET will continue beyond 2012, it is not yet clear if the ADB will provide further support to the sector.  Should it do so, it is anticipated that its assistance will be part of the sector program support discussed below.  The GoS and ADB will continue discussion over the next 12 months.  

Agreement was reached between the GoS and DPs that the follow-on activity to ESP II would be:

· results-focused; and 
· supportive of a sector program based on defined policies, clear policy outcome objectives (results), and a costed sector plan and a definitive monitoring and evaluation  framework.     
As a first step towards shaping post-ESP II support the JRM looked at :

(i) sector policies and strategies and performance monitoring and evaluation
(ii) sector governance and policy advisory structures 
(iii) MESC procurement and contract management, and 
(iv) DPs’ institutional requirements to move from project to sector program support.  
Findings and agreements reached are outlined below:

(i)
Sector policies and strategies and performance monitoring and evaluation    
The 2006-2015 MESC ‘Strategic Policies and Plan’ (SPP) is the high-level overview document for the education sector.  It includes 18 policy statements relating to the different levels of the education system, as well as more operational policies, and was reviewed at its mid-point earlier this year. The progress made, for example, in curriculum provision and teacher development under ESP II, and the introduction of grants to primary schools, are not yet, but should be reflected in a refreshed and prioritised version that covers 2012-2015.   
The mid-point review, together with the DPs’ willingness to move to sector program support, provides the GoS the opportunity to reconsider what its key policy issues are for development and strengthening of the sector. Key policy outcomes for the sector for the next five years, reflecting the goals and aims of the current document, and the performance framework associated with the Budget
, might include the following:
	Goal : The education sector contributes to social and economic development of Samoa through increased knowledge and skills in the population

                       Outcome areas:
· Quality improvement (e.g. learning outcomes for primary children, especially in literacy and numeracy) - Quality
· Achieving UPE and eliminating gender disparities in schools - Equity
· Improving the quality and training of teachers to provide effective education throughout the sector – Sustainability, Relevance
· Increased levels of skills training and development – Relevance
· Ensuring adequate supplies of teaching and learning materials are in every school – Quality, Relevance
· Monitoring, research and evaluation to improve outcomes from investment in the sector – Efficiency


Once the key policies are identified and agreed, and the document revised, a three-year rolling plan for implementation should be developed – detail in Year 1, with indicative activities in Years 2 and 3. This should be costed, and those costs drawn from the education sector Medium Term Expenditure Framework (MTEF) to be developed in late 2011.

The current 18 policy areas could be regrouped under the Goal and these six higher level key policy areas, showing how they contribute to them, as follows - new/additional supporting policy areas are [highlighted] :

	Goal : The education sector contributes to social and economic development of Samoa
 through increased knowledge and skills in the population

	Six high-level policy goals (or outcome areas)



	Improved learning outcomes
	UPE/ Increased primary net enrolment ratio
	Enhanced quality of teachers
	Increased levels of skills training and development
	Teaching and learning materials in every school
	Monitoring, research and evaluation utilised for planning

	Current (and new) policy areas contributing to high-level outcome areas :


	Language policy (9)
	Special needs education (6)
	[NTDF]
	Post school education and training (5)
	Teaching and Learning Materials (12)
	[Policy review]

	Curriculum (11)
	Culture in education (8)
	Quality of teaching services (15)
	[M&E framework]
	Library services (10)
	[M&E framework]

	Early childhood (2)
	Asset management and maintenance (16)
	Post school education and training (5)
	[Higher education/NUS]
	ICT in education (14)  (SchoolNET)
	Policy Planning and Research Services (1)

	Primary (3)
	Sports in education (7)
	[Higher education/NUS]
	Assessment and school qualifications (13)
	Management of education (17)
	Assessment and school qualifications (13)

	Secondary (4)
	[SSFGS]
	[Training and mentoring of principals]
	Asset management and maintenance (16)
	Financing approach (18)
	

	Quality of teaching services (15) [NTDF]
	[EMIS]
	
	[Policy review]
	
	[EMIS]


NB 1 : Contents of the table are indicative only.

NB 2 : Policies may be relevant to more than one outcome area

Once the review and identification of key policies has taken place, a high-level Monitoring and Evaluation framework will need to be developed to reflect the outcomes which will be monitored during the future sector support programme.  

A draft M&E framework could look as follows:

	Goal : The education sector contributes to social and economic development of Samoa 
through increased knowledge and skills in the population

	Outcome/result area
	Baseline
	Target
	Progress targets/ dates
	Source(s) of evidence
(eg)
	Comments

	Improved learning outcomes, especially in literacy and numeracy
	xxx
	Yyy
	zzz
	EGRA, SPELL

PILNA
	...

	Increased primary net enrolment ratio/ UPE
	xxx%
	yyy% 
	zzz
	EMIS, MESC Stats digest
	...

	Improved quality of teachers to provide effective education throughout the sector
	?
	?
	
	NTDF, TIMS

MESC records
	...

	Increased levels of skills training and development
	xxx
	Yyy
	zzz
	MESC records

NUS data

Reports from training providers

SQA
	...

	Adequate supplies of teaching and learning materials in every school
	xxx
	Yyy
	zzz
	MESC records,
EMIS, SRO reports
	...

	Monitoring, research and evaluation utilised to improve outcomes from investment in the sector
	Results framework developed
	Reports on Targets as above 
	Use made of M&E for planning and policy
	M&E reports

JRMs
	...


    NB. Contents of the table are indicative only.

(ii)
Sector governance and policy advisory structures
Education Advisory Committee A key challenge for GoS is to raise the value of the Education Advisory Committee (Education Advisory Committee) to the sector.  Following the recommendations of the July 2010 JRM, the Education Steering Committee (ESC) was restructured as the Education Advisory Committee with new ToR (now approved by Cabinet) and membership that includes other government agencies and non-government entities.  As yet, however, the Education Advisory Committee serves more as a forum to which the ESP component heads report progress and issues, rather than as a body that considers policy issues.  The JRM recommends that the GoS look to making the Education Advisory Committee a body that meets quarterly to formally discuss issues of policy significance and that formally reports its deliberations to Cabinet via the Minister.  One question that needs to be addressed is whether or not DPs have a role on this committee.  The JRM team is not convinced that they do – except when invited to participate in discussions on specific issues.
Strategic Advisor   Both the position of strategic advisor and the current incumbent appear to serve the ministry well.  When combined with a well-chaired Education Advisory Committee of senior professionals and stakeholders, the Strategic Advisor completes a strong and necessary suite of advisory functions for MESC and its Minister.  It is pleasing to hear that the Strategic Advisor’s contribution has extended beyond ESP II concerns and has helped to shape thinking and action on critical policies and practices.  
Informal meetings between GoS and the DPs   There is an appetite among the DPs to reinstate these meetings as they serve to share information regularly on progress and issues.  As the DPs move to sector program support it may be necessary to reconvene these meetings – as frequently as necessary - as a means of extending views on progress (including sharing monitoring outcomes) and on engagement around issues.  Importantly, they would also serve the ministry if they were to become a means of broader donor/aid coordination.  

M&E Reporting and Annual Joint Reviews   An annual joint review is appropriate for overall oversight by partners but its effectiveness as a review mechanism will depend on a focussed sector monitoring system being put in place.  The move from twice yearly to annual joint reviews has proved to be a successful means of reducing reporting obligations without lessening the quality of engagement between partners.  However, to maximize the opportunities presented by holding only a single review each year will require that GoS are able to report on firstly, gains against key policy objectives rather than on processes and inputs, and secondly,  the direction and main content of sector plans and their anticipated costs for the following year.  Hopefully, the final annual joint review (the next JRM) of ESP II will be able to be more focused on policy objectives and the forward plan rather than focusing particularly on the closure of the project. Adequate time should be allowed for this.

It is understood that the MESC Communications Strategy will shortly be in place and that this will provide a means of creating greater public awareness about sector programs, reforms and performance/results.  It is hoped that this will also create a means for greater oversight of and participation in the sector by the public, especially in respect to such programs as the SSFGS and the planned ministry drive to improve literacy and numeracy.

As the MoF begins to roll-out its new reporting structure MESC will no longer be providing a financial report but will be required to report against a ministry performance framework.  This internal GoS performance monitoring is welcomed by both MESC and its DPs.

 Looking forward – a few critical lessons from ESP II   
1. ESP II has illustrated that a small ministry can be effective and perform well – the lesson is not to overburden it.

2. Education Advisory Committee and DPs should focus in future on policy and gains against policy objectives.  MESC to focus on regulating and monitoring the sector against clear standards and objectives, and to work from its strengths. 

3. Outsourcing of some services could become standard practice – as with the SSFGS TOC now.   
4. Simplified but clear governance structures better ensure effectiveness – detailed program oversight by DPs and onerous reporting obligations do not.  

5. Clarity will be critical. As the move to sector program support by DPs gets underway, GoS will need to move quickly to define its “education sector” and to shape and/or rationalize the key sector policies that are to be supported.   
(iii)
MESC procurement and contract management - Lessons
ESPII have documented procedures (Project Implementation & Administration Manual) which are followed.  ADB Procurement Guidelines are also followed, but in the case of the MESC HQ tender and contract the execution of these Guidelines did not clearly identify that the winning bid required payment in multiple currencies (NZD and WST).  When combined with the practice of maintaining contributions to the joint Special Purpose Account in USD, a foreign currency exposure was created that was then magnified as the USD steadily depreciated from its record high at the time of the bid evaluation over the period of construction and lodging of claims to mid 2011.  

Annex 2 documents the sequence of events, and provides tables showing the magnitude of movements in the NZD and WST exchange rates against the USD. The main lessons to be learned are:

· Tender processes need to be quality assured to ensure that foreign currency payment obligations are clearly highlighted in the Bid Evaluation, the Letter of Intent and Contract documents

· Even if a foreign currency exposure for GoS is identified in these documents, there is currently no exchange risk management function or capacity in GoS to manage the exposure.  GoS has no foreign exchange (FX) risk management policy or processes, even for external debt servicing. There is a cash management committee but it does not manage FX exposures.  It is likely that FX movements in the medium term will continue to be significant. 

MoF needs to consider how to manage currency risk, both for contracts in foreign currencies, and for its debt servicing obligations maintained on the CS-DRMS system. Options include:

· MoF develops a capacity to identify currency risks or exposures and to manage those exposures, both for foreign currency contracts and for external debt servicing

· ADB would manage any currency exposure as part of their overall foreign exchange management processes.  Direct payment arrangement, as part of mitigation measure for currency exchange fluctuation risk, is a common service available for ADB’s development member countries. 
The PFM Task Force should commission further analysis of GoS foreign currency exposures, possibly in consultation with the Central Bank, and consider whether it is feasible for MoF to develop and maintain a capacity to manage these risks.

Procurement of schools using national competitive bidding has been relatively well managed.  When the possible over commitment of partner funding became apparent, release of tenders for the remaining four schools was put on hold until Cabinet approved additional funding, and reallocations of MESC funding and partner funding were negotiated and agreed.  This was the correct approach.

Special Purposes Account

The Special Purposes Account is managed in accordance with the Consolidated Funding Arrangement, clauses 39 to 42, and with clause 7 of the Partner Harmonisation Framework. Disbursements are covered by clauses 47 to 52, and Clause 47 allows for direct payment of contractors by ADB, but this facility has not been used.  DPs could consider in future whether USD is the appropriate currency for a Special Purpose Account.  In the longer term, as GoS and the DPs move to budget support, the currency risk management issue will be entirely the responsibility of GoS.

There is a regular reconciliation by the ESPII Secretariat of Replenishment Requests to AusAID, NZAID, GoS and ADB with the Withdrawal Applications from the Special Purpose Account held with CBS.  There is also a regular reconciliation of ESPII claims/TY1s with MoF spreadsheet records of payment instructions to CBS.  These are audited by the Chief Auditor.

(iv)
Looking forward to transition from ESP II to sector program support
(a)
MESC responsibilities
As MESC moves into the transition from managing ESPII to a leading role in a broader sector wide approach to improving education outcomes for Samoa, attention is being given by MESC to  building a sector wide coordinating capacity in the ministry to take responsibility for key functions that have until now been carried out by the ESPII Secretariat.  These functions will include:
· Strategic planning – MESC and the sector coordinating unit will need to lead strategic planning for the sector, negotiating agreed national educational priorities and outcomes, developing and monitoring outcome performance measures, and monitoring performance assessment frameworks against which development partners will assess releases of budget support

· Strategic financial management – the education sector coordinating unit will need to lead preparation and management of education sector medium term expenditure frameworks, and securing GoS and development partner funds through the budget process
· Management of procurement, including for consultancies, minor works and for goods and services.   There will be some support from the new central Procurement Unit in MoF, but responsibility will reside with MESC and the sector coordination unit.
A key question for MESC during this transition phase is whether MESC and the sector coordinating unit will be able to retain the people and/or the capacity built up over recent years.
(b)
DPs’ institutional requirements    

The two agencies (AusAID and NZ/MFAT) have similar requirements for planning, approval and quality assurance of new programme activity. They are largely able to be undertaken jointly, although approvals and funding decisions would be signed off individually by agencies. See Annex 3 for further detail.

Activity Planning, Approval and Quality Processes for movement towards an Education Sector Support Programme 2012-2016 : AusAID and NZ Aid Programme : Joint Approaches  (Draft)
	1. Identification stage
	Content
	Process/Status


	Concept Note
	Why, What, How? Of the activity
	· Can be jointly drafted
· Will follow on from this JRM
· Appraised against AA/NZ quality framework
· Approval – leads to Design stage

	2. Design Stage
	Content
	Process/Status


	Activity design Document
	Includes :
· Analysis and strategic context
· Activity description
· Implementation arrangements (including M&E/ results framework)
	· Can be jointly drafted
· Appraisal – formal for large programmes – may be joint NZ/AA
· Approval – leading to development of financial authority


	3. Due diligence

	Content
	Process

	Assessment of using country systems, and sector level financial systems (esp. for Sector/budget support)
NB. Some of these processes are still in development
	Includes assessment of :
 i)
· Capacity of partner gov’t to use and account for funds
· Fiduciary, procurement and PFM assessment
· Partners’ ability to engage with partner country
· Mutual accountability
· Risks and mitigation
ii)
· Budget analysis – macro-economic, quality of spend
iii)
· National poverty reduction strategy
· Education sector policy and strategy

	· Assessment of National Systems (Samoa) has been carried out
· GoS is assessed as having a credible programme to address PFM weaknesses
· Gov’t systems could be used (upstream and downstream)
Areas remaining  for review or attention : 
· Procurement and Arrears management (2011?)
· Baseline data on use of funds to avoid undue fungibility (early 2012)
· Performance assessment framework for the sector, and monitoring capacity (early 2012)
· Addressing additional risks outlined in assessments


(c)
The  Roadmap to Sector Program Support 
To facilitate the move to sector support the JRM agreed to the following draft roadmap of activities and associated responsibilities.  GoS, MESC, MFAT (New Zealand Aid Programme) and AusAID will formally review progress on the roadmap on a monthly basis and adjust its contents accordingly as steps are completed or as issues affect the schedule. 

The Roadmap to Sector Program Support 
	Activity area/Direction
	Responsibility
	Target date for completion
	Notes

	October – December 2011



	Policy review and planning


	1. Determine definition of “the sector” that is to be considered for sector support
	MESC /MoF
	End November 2011
	Clarity needed in order to shape sector policy documents, plans and MTEF.

	2. Update and reprioritize MESC 2006-15 Strategic Policies and Plan – including 3-year rolling plan
	MESC
	End November 2011
	Costing of rolling plan dependent on MTEF development

	3. Draft MTEF circulated
	MESC
	End December 2011
	

	Moving forward


	4.  Concept Note - draft
	NZ/AA
	End October 2011
	

	5. Appraisal (of concept)
	NZ/AA
	End November 2011
	

	6. Approval (of concept)
	NZ/AA
	December 2011
	

	January – March 2012



	Lesson learning


	7.   Evaluation/lessons learned from ESP II
	NZ/AA/MESC
	End March 2012
	Needed for planning of new programme

	7.   Evaluation/lessons learned from ESP II
	NZ/AA/MESC
	End March 2012
	Needed for planning of new programme

	Design of new support


	8.  Design package developed – in draft – including consideration of sector support modalities, MESC restructuring

	NZ/AA
	End March 2012
	Includes : 
· Education sector strategy and rolling plan
· M&E/Results framework
· National poverty reduction strategy
· Capacity of partner gov’t to use and account for funds
· Fiduciary, procurement and PFM assessment
· Partners’ ability to engage with partner country
· Mutual accountability
· Risks and mitigation
· Budget analysis – macro-economic, quality of spend

	April – June 2012



	Moving to decisions


	9. Appraisal of design
	AA/NZ
	April 2012
	Joint AA/NZ


	10. Approval & financial Authorisation
	AA/NZ
	May 2012
	By both Agencies

	From July 2011


	Implementation


	 Implementation begins
	MESC/AA/NZ
	July 2012
	All partners



Signed (Confirmation of Record)

GoS

________________________  

_______________________



Name




Date

ADB

________________________  

_______________________



Name




Date

NZ MFAT
________________________  

_______________________



Name




Date

AusAID

________________________  

_______________________



Name




Date

Annex 1  

Cost Allocations and Commitments
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Loan No. 2220/Grant 0031 Grant /0032-SAM: ESP II 

COST ALLOCATION AND DISBURSEMENT BY FINANCIERS 

per CFA signed on 29 May 2006 

 

(in US Dollars million) 

    ADB   AUSAID   NZAID   GoS   Total   

    Amount % Amount % Amount % Amount % Amount % 

                        

  Civil Works 4.780 26.0% 5.290 29.0% 5.290 29.0% 2.910 16.0% 18.270 60.9% 

  Vehicles 0.110 26.0% 0.120 29.0% 0.120 29.0% 0.060 16.0% 0.410 1.4% 

  Learning Materials 0.520 26.0% 0.570 29.0% 0.570 29.0% 0.320 16.0% 1.980 6.6% 

  Equipment 0.930 26.0% 1.030 29.0% 1.030 29.0% 0.550 16.0% 3.540 11.8% 

  Consulting Services & Workshops 1.340 26.0% 1.490 29.0% 1.490 29.0% 0.850 16.0% 5.170 17.2% 

  Implementation Mgt. Cost 0.038 26.0% 0.041 29.0% 0.041 29.0% 0.020 16.0% 0.140 0.5% 

  Incremental O&M Cost 0.052 26.0% 0.059 29.0% 0.059 29.0% 0.030 16.0% 0.200 0.7% 

                        

  Total Project Cost 7.770   8.600   8.600   4.740   29.710 99.0% 

                        

  Interest During Implementation 0.290               0.290 1.0% 

                        

  Total Disbursement 8.060 26.9% 8.600 28.7% 8.600 28.7% 4.740 15.8% 30.000 100.0% 
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Loan No. 2220/Grant 0031 Grant /0032-SAM: ESP II 

COST ALLOCATION AND CONTRACT COMMITMENTS  

as of 14 September 2011 

            

 

(in US Dollars million) 

    ADB

 a/

 AUSAID NZAID GoS Total 

    Alloc. Committed Alloc. Committed Alloc. Committed Alloc. Committed Alloc. Committed 

                        

  Civil Works 4.428 4.304 5.290 4.801 5.290 4.801 2.910 2.649 17.918 16.55 

  Vehicles 0.098 0.052 0.120 0.060 0.120 0.060 0.060 0.033 0.398 0.20 

  Learning Materials 0.520 0.025 0.570 0.028 0.570 0.028 0.320 0.016 1.980 0.10 

  Equipment 0.885 0.118 1.030 0.140 1.030 0.140 0.550 0.076 3.495 0.47 

  Consulting Services & Workshops 1.318 1.129 1.490 1.258 1.490 1.258 0.850 0.694 5.148 4.34 

  Implementation Mgt. Cost 0.033 0.012 0.041 0.02 0.041 0.02 0.020 0.008 0.135 0.05 

  Incremental O&M Cost 0.044 0.000 0.059 0.01 0.059 0.01 0.030 0.004 0.192 0.03 

  Total Project Cost 

b/

 7.327 5.640 8.600 6.314 8.600 6.314 4.740 3.480 29.267 21.75 

                        

  Interest During Implementation 0.320               0.320   

                        

  Total  7.647   8.600   8.600   4.740   29.587   

            

a/ US Dollar equivalent as of 14 September 2011 

         

b/ Total Project Cost has difference of $0.443 from the CFA document signed on 29 May 2006. 
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Loan No. 2220/Grant 0031 Grant /0032-SAM: ESP II 

AVAILABLE FUNDS PER COST CATEGORY 

as of 14 September 2011 

            

 

(in US Dollars million) 

    ADB

 a/

 AUSAID NZAID GoS Total 

    Alloc. 

Available 

Amt 

Alloc. 

Available 

Amt 

Alloc. 

Available 

Amt 

Alloc. 

Available 

Amt 

Alloc. 

Available 

Amt 

                        

  Civil Works 4.428 0.124 5.290 0.489 5.290 0.489 2.910 0.261 17.918 1.36 

  Vehicles 0.098 0.046 0.120 0.060 0.120 0.060 0.060 0.027 0.398 0.19 

  Learning Materials 0.520 0.495 0.570 0.542 0.570 0.542 0.320 0.304 1.980 1.88 

  Equipment 0.885 0.767 1.030 0.890 1.030 0.890 0.550 0.474 3.495 3.02 

  

Consulting Services & 

Workshops 1.318 0.189 1.490 0.232 1.490 0.232 0.850 0.156 5.148 0.81 

  Implementation Mgt. Cost 0.033 0.021 0.041 0.026 0.041 0.026 0.020 0.012 0.135 0.08 

  Incremental O&M Cost 0.044 0.044 0.059 0.048 0.059 0.048 0.030 0.026 0.192 0.16 

  Total  7.327 1.687 8.600 2.286 8.600 2.286 4.740 1.260 29.267 7.52 

                        

  Interest During Implementation 0.320               0.320   

  Unallocated (ADB) 1.195 1.195                 

  Total  8.842 2.882                 

            

a/ US Dollar equivalent as of 14 September 2011 

         



Annex 2
Approximate timeline and discussion of the MESC HQ Cost Overrun
1. 20 October 2008 – Invitation to Bid was issued

2. 19 January 2009 – Closing date for bids, when NZD/USD exchange rate was 0.57, and WST/USD exchange rate was 0.3267.  These were historically high rates for the USD, influenced by the early stages of the global financial crisis.

3. ADB rules for international competitive bidding allow bidders to submit bids with a schedule of up to three payments currencies, even though bid comparisons and bid evaluation will be carried out in only a single currency​

4. When Fletchers submitted their bid to MoF Tenders Board, they attached the Schedule of Payments Currencies to their bid, using the ADB Standard Bidding Document, section 4.  The currencies that Fletchers asked to be paid in were NZD and WST

5. IAG assist MESC with bid evaluation process.  Attorney General’s office assist with drafting of contract

6. Bid Evaluation Report (25 February 2009) makes no reference to Schedule of Payment Currencies 

7. Letter of Intent from MESC to Fletchers makes no reference to Schedule of Payment Currencies

8. The Contract (29 May 2009) makes provision for inclusion of a Schedule of Payment Currencies at clause 14.15, but no Schedule is included in the Contract

9.  “Particular Conditions of Contract” in clause 14.1 refers to ‘Contract Price’ which is expressed in US dollars, at USD9,048,861.94

10. When ADB Projects receive their copy of the Bid Evaluation Report, the Letter of Intent and the Contract, they record it on their system using a Procurement Contract Summary Sheet (PCSS), and when they do, they record the currencies to be used.  In this case, based on the documentation and Contract copy that ADB received, the PCSS was created in USD only

11. The first claim under the contract came from Fletchers through IAG in July 2009, and was for an advance of NZD636,119.12 and WST265,971.39.  IAG submitted it to ESPII Secretariat, who registered it, and submitted it to MoF for processing.  The TY1 was dated 10 July 2009.  MoF put a note on the TY1 asking why the claim was in NZD/WST when the contract was in USD, and sent a copy of that to ESPII Secretariat.  ESPII Secretariat record a note of a telephone conversation with MoF advising MoF that USD was used for comparison of bids, but that the Schedule of Payment Currencies in Section 4 of IAG’s bidding documents is what is used for actual payments. 

12. Because the claim is over USD50,000, it must go to ADB Controllers office to be cleared, and MoF forwarded the claim on to ADB for approval

13. When the ADB Controller commenced processing the claim, it soon became clear that it was in two currencies (NZD and WST) different to the contract currency registered through the PCSS, i.e. USD.  The ADB Controller contacted MoF/GoS to advise them of the problem.  MoF contacted the ESPII Secretariat.  The payment was put on hold
14. Following a meeting (September 2009) of MoF, IAG, ADB and ESPII Secretariat it was agreed that Fletchers bid included a Schedule of Payment Currencies, and that they were entitled to be paid in these two currencies, and the payment to Fletchers was then released by MoF.  

15. At that time, all parties realised that based on the prevailing exchange rates, the USD value of the contract, USD9,048,862 would not be sufficient to cover the NZD and WST entitlements of Fletchers.  By this time, the USD had depreciated substantially, and the prevailing exchange rates were approximately NZD/USD 0.70 and WST/USD 0.386.  So the USD had depreciated by about 23% against the NZD and 18% against the WST

16. At this time, September 2009, although MoF and GoS have no history of covering exchange risk (see below), one off action could have been taken to minimise any further exposure to USD depreciation, e.g. by maintaining some of the development partner contributions to the Special Purpose Account (including from New Zealand) in NZD and WST rather than just in USD
17. The October 2009 Mid Term Review report also highlighted (p.88) the foreign exchange risk for GoS arising from the need to pay in multiple currencies, which had accumulated to USD2.5 million at that time
18. As can be seen from the graphs below, the USD continued to depreciate, so that in July 2011, the NZD/USD rate was 0.87 and the WST/USD rate was 0.445, a depreciation of 50% and 36% respectively since January 2009 when the bids were submitted

19. Even though all parties were aware in August/September 2009 of the exposure and risk, no action was taken.  Ministry of Finance does not manage foreign exchange risks, whether for contracts or for its debt servicing of external loans. (Funding for debt servicing of external loans is always provided for as Statutory Expenditure)

20. Ministry of Finance has a Cash Management Committee but its scope is limited to forecasting Tala balances in government bank accounts and ensuring that sufficient funds are available to meet payment obligations in Tala as and when they fall due

21. It is not known whether this situation has arisen before with other contracts, i.e. an obligation under a contract to pay in a currency which appreciates compared to the currency of the loan or grant.  However, the currency movements over the last 3 years during the period of global financial crisis have magnified the impact of the lack of a foreign exchange risk management capacity within GoS

22. Options that could have been considered in 2009 to manage the exchange risk include:

a. MoF managing the currency risk associated with entering into such a large NZD and WST contract that was to be jointly funded by development partners but where all partner funding was to be held in a USD special purpose account with Central Bank

b. Making an early decision to allow payments to Fletchers to be made by direct payment by ADB direct to Fletchers (as is currently done for Samoa’s energy sector loans from ADB).  ADB itself would then manage any currency exposure as part of their overall foreign exchange management processes

Figure 1: NZD/USD Exchange Rate over 5 year period (note January 2009 peak for USD)
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Figure 2: WST/USD Exchange Rate over 5 year period (note January 2009 peak for USD)
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Annex 3

Joint New Zealand Aid Program – AusAID Institutional Requirements for Design of 
An Education Sector Budget Support Program

Quality Processes: Activity Planning and Approval

Concept Note/ Delivery Strategy

Both agencies require a concept note (delivery strategy) which outlines the following rationale behind the proposed activity: 

· why (origin, problem definition, alignment with partner and NZ plans, context and rationale), 

· what (activity description, particularly purpose, expected results – outcomes/outputs - funding implications and risk/mitigation) and 

· how (possible approaches, governance, approach to design, engagement/consultation, and cross-cutting issues) 

(See example on P.22)

Once developed, the document needs to be peer reviewed (appraised) by a wider group. Both agencies have guidance on what this document should cover but are able to accept a document drafted according to a different format. A joint peer review is also possible but either agency may conduct an internal review in addition to the joint one. 

Through the process of review, both agencies would seek approval to move into design phase.  This is an internal decision, but allows funding to be allocated to the design phase by both agencies.

Design 

A multi-stakeholder
 design team should be assembled to conduct reviews and in country work to develop a design document based around the concept note. The structure and content of the design can broadly be determined by the team but should at a minimum cover the areas listed in Annex 1. 

Again, the design document would need to be peer reviewed by a wider group including sectoral specialists from each agency. Again, while a joint review is possible, both agencies may carry out internal assessments as appropriate. Through this process each agency would make an internal decision to approve the design and apply to their delegates for financial approval. 

Timeframes

Given the size of the activity and the extent of issues to be canvassed, it is estimated that the above processes would take 6 – 10 months to complete. 

Both agencies have their own guidance documents and tools which could be provided to the team to assist with the design process. 

Budget Support Requirements

Both agencies are still in the early stages of finalising requirements for the use of budget support and the tools and principles/content listed below may change as agency guidance is confirmed. 

Tool: Assessment of national systems

· financial or fiduciary risk assessment (that funds are not used for intended purpose, not properly accounted for or do not achieve value for money)

· Procurement risks – proper and effective use of aid is compromised by procurement standards

· confirm reasonable standards of PFM and evidence of ongoing improvement

· confirm matrix of priority reforms owned by government and jointly agreed

· Note: AusAID has already completed this assessment and shared it with New Zealand. 

Assessment of sector level financial systems

· Similar issues and content as above but on a sector level
Budget Analysis

· Macro-economic risk assessment – development outcomes compromised by macroeconomic environment

· focussing on the quality of expenditure in education and also the broad quality of spend across the Government of Samoa
· financial need and/or ability of country to effectively absorb donor funds

· Baseline data of government and development partner expenditure to monitor fungibility 

Analysis of national poverty strategy and education sector policy

· developmental risk assessment (poverty reduction objectives are not achieved)

· Credibility of partner national / sectoral plan/strategies and theory of change of development plans
· political will in partner country to engage with development partners on a credible reform agenda

· existence of governance mechanisms for reporting and joint review

· potential for budget support shift to be a tool to achieve development outcomes rather than a mechanism to meet a budget shortfall
Activity Design outline – Example (NZ)
1: Executive Summary
2: Analysis and Strategic Context
Country, region and sector issues
Stakeholder analysis 
Problem analysis 
Lessons learned 
Consistency with existing New Zealand and other donor/ multilateral programmes and policy/strategy
 
Rationale for New Zealand involvement 
3: Activity Description 
Results diagram 
Activity and inputs 
Form(s) of aid proposed 
Estimated programme budget and timing 
4: Implementation Arrangements  
Management and governance arrangements and structure   
Implementation plan  
Results measurement & monitoring and evaluation     
Sustainability issues  
Procurement arrangements  
Overarching policy issues including gender, human rights and environment    
Critical risks and risk management strategies  
5 Appendices

Appendix A: Results Framework  
Results Diagram  
Results Measurement Table 
Monitoring and Evaluation Workplan  
Appendix B: Risk Matrix  
Appendix C: Detailed Outputs-Based Budget / Cost Estimates    
Appendix D: Description of Programme Activities     
Appendix E: Programme Management and Implementation Arrangements   
Appendix F: Relevant Analyses  
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List of Persons met

MESC

Galumalemana Nuufou Petaia, Chief Executive Officer



Marie B. Toalepaialii, ACEO Policy, Planning and Research Division

Doreen R. Tuala,  ACEO Curriculum Materials and Assessment Division




Maimoana Petaia,   ACEO School Operations Division





Manutagi Tiotio,  ACEO Corporate Services Division



 

Sina Malietoa, ACEO Culture 





Faasoo Ieti Ngg Cho,  Manager Asset Management Unit 





Rosiemarie Esera,  ESP II Project Coordinator



Gauna Wong, PEO Secondary Curriculum

Quandolita Reid-Enari, PEO Research

Enoka Enoka, Principal Project Accountant, ESP II

Lasalo Salima, PEO Policy and Planning

Tailetai Falega, ESP II officer

Alaifea Laititi Su’a, Team Leader School Fee Grants Scheme (SSFGS)

Vasa Komiti Taala, SSFGS consultant

Manuta Lavamaile Uesile, SSFGS consultant

Faletui Valaau Toma, SSFGS consultant

Sala Manase Reupena, SSFGS consultant

Masoe Tovia Tufuga, SSFGS consultant

Development Partners

Frances Sutherland, Development Cooperation, AusAID 

Peter Zwart, New Zealand Aid Program

Other Stakeholders

Fepuleai Sinapi Moli, CEO Samoa Qualifications Authority

Gatoloai Tilianamua Afamasaga, Strategic Advisor

Maeva B. Vaai, ADB/World Bank Liaison Officer

Noelani Tapu, Aid Coordination, Ministry of Finance, 

Lita I’amafana, Aid Coordination, Ministry of Finance, 

Peresitene Kirifi, Aid coordination, ministry of finance
Rosita Mauai Matalavea, ACEO Accounts, Ministry of Finance
Annex 5

Terms of Reference   (DRAFT)
Assessment of Samoa’s financial management capability and capacity, and associated risks and benefits

for 

proposed assistance to Samoa in the education sector
(December 2011/January 2012)
Background

1.1
General

1. The Australian Agency for International Development (AusAID) has embraced a policy within its aid programs of increasing the use of partner government systems to administer aid funds, where the risks associated with using partner systems are justified by the development benefits that are expected to arise as a result of using partner systems. This provides opportunities to strengthen partner government systems and achieve other development benefits, but at the same time represents an increased risk of inefficient and/or corrupt use of AusAID funds. 

2. AusAID is presently planning financial assistance to the Government of Samoa in the amount of AUD <amount> to be applied to the Education Sector Support Program. The aim of the Program is to support Samoa’s ambition to achieve and move beyond MDG targets to address better quality and more equitable educatin for all.  
3. This planned assistance may be completely channelled through Education sector agencies which would then have the responsibility for managing, disbursing and reporting in relation to the money, in accordance with the relevant legislation and regulations of Samoa.  Alternatively, having regard to risks and potential benefits, the financial assistance may be aligned with some components of the partner government’s systems but not others.  Where AusAID wishes to use some or all components to Education Sector Support systems it may also determine that existing systems need to be supplemented with specific measures to mitigate fiduciary risks.
Purpose

4. AusAID requires an assessment to be carried out by a team of consultants (the ‘Consultants’) of the financial management capacity of Education sector agencies, and of the associated risks attached to this Education Sector Support Program being managed by Education sector agencies in accordance with the legislation, regulations, systems and procedures applicable to public financial management (PFM) in Samoa and Education sector agencies.

5. The assessment is to enable AusAID to determine:

a. Whether, having regard to potential benefits, the risks of the Education Sector Support Program being conducted by Education sector agencies using one or more components of their own financial management systems and procedures under the umbrella of the national legislation, regulations, systems and procedures of Samoa are acceptable and manageable, and/or 

b. whether any special measures should be taken to strengthen the efficiency, effectiveness and probity of the financial management systems and procedures of Education sector agencies.

6. To achieve the above objectives the Consultants will:

a. Assess the fiduciary capacity of Education sector agencies, by examining the systems, procedures and operational practices of Education sector agencies and the capacity, skills, competence and probity of Education sector agencies management and staff.

b. Assess the risks to AusAID’s funds, and to the achievement of development outcomes, in the program being conducted, either in whole or part, through  Education sector agencies’ systems and procedures for public financial management, including budget planning, budget preparation, funds disbursement, accounting and reporting, monitoring and auditing.

c. Assess the potential benefits of using one or more components of Education sector agencies’ systems and procedures in funding the Education Sector Support Program and their likelihood, for example in relation to systems strengthening, increased ownership of and commitment to the program by  Education sector agencies and/or reduced transaction costs. 

d. Recommend whether or not, having regard to the potential benefits, the risks if AusAID funds are channelled through some or all components of Education sector agencies’ systems and procedures as they currently operate (i.e. without any additional short term control measures or capacity development measures in place) are in the Consultants’ opinion acceptable.

e. Identify any specific measures that could be implemented to reduce the risks of channelling AusAID funds through some or all components of Education sector agencies’ systems and procedures as they currently operate, and make a recommendation as to whether these measures should be implemented. Such measures are to be classified into: 

· short-term control measures

· capacity development measures 

f.     Recommend the content and duration of any short-term control and/or capacity development measures identified pursuant to Clause 6.e.

g. Recommend whether or not, in the Consultants’ opinion, the residual risks of channelling AusAID funds through some or all components of Education sector agencies’ systems and procedures will be acceptable and/or manageable if the short-term control measures and/or capacity development measures recommended in accordance with 6(e) and 6(f) are implemented.

h. Identify monitoring arrangements and performance benchmarks for major fiduciary risks identified (if any) which could be established to enable AusAID to monitor progress towards better fiduciary practices over time.

Approach

7. The Consultants must use the AusAID diagnostics tools in carrying out the risk/benefit assessment. Some of the required information may be available in another assessment recently completed by AusAID or another donor, and it may not be necessary to examine the entire range of questions listed with Education sector agencies. The list of questions contained in the two annexes is not exhaustive, and there may be additional questions the Consultants will need to pursue to achieve the objectives of the exercise.  

8. The Consultants should note that an assessment of the procurement systems of Education sector agencies is not required. AusAID will arrange for a separate procurement assessment to be conducted if consideration is being given to using Education sector agencies’ procurement system.

9. The Consultants may draw on existing diagnostic assessment relating to the quality of public financial management and accountability at the national level in Samoa. These may include Public Expenditure and Financial Accountability (PEFA) framework assessments (which may also be available at sub-national level), and World Bank Country Policy and Institutional Assessments (CPIA). The Consultants will also have been provided with a copy of AusAID’s most recent available assessment of national systems (ANS) report for Samoa (where available), which covers fiduciary risks at the national level, and which specifies risk mitigation measures that may be used to address those risks (see Part 6 of the ANS report). However, while sources of data such as these, and others, may be useful in informing the assessment at national level, the Consultants must note that the prime focus of the assessment is required at the level of Education sector agencies that will be managing the funds under the Education Sector Support Program. An approach that focuses on the individual Education sector agencies, while taking into account the larger legislative and institutional picture, is therefore required.

10. The Consultants should use their best endeavours to promote partner government officials’ participation and involvement in the assessment, to the extent possible. 

11. The Consultants should take account of the past performance of Education sector agencies and of the personnel who will be responsible for public financial management functions. This is expected to involve direct observation within agencies at both national and sub-national levels (e.g. in discussion with relevant staff), as well as in reviewing relevant documents and also discreetly obtaining third party opinions from external sources (e.g. donors, the private sector, civil society, and the media). Such a (recent) historical view may provide information and opinions about the efficiency, effectiveness and probity of the systems, procedures and staff of Education sector agencies. However, it is stressed that the objective of reviewing past performance and third party opinions is to assist the Consultants in recommending the best possible environment for ensuring the efficient and safe use of any future financing, not to take an audit approach to the past.

12. It is essential that the results of the assessment be clear and unambiguous, with no scope for misinterpretation. Concise and precise recording of results and recommendations is required. The findings and recommendations of the assessment will be provided to the relevant Samoa Minister and to his or her senior officials.
13. The team will include a Government of Samoa representative from the Ministry of Finance.  AusAID as the current Coordinating Development Partner for the current Educatin Sector Program will coordinate the Review Mission planning in liaison with GoS.  
Reports

14. A Final Report is required to be delivered to AusAID and shared with GoS at the conclusion of the assignment. This must be in the form provided by AusAID. 

15. The Consultants should alert AusAID at the earliest possible time to any difficulties encountered in carrying out the assignment, together with proposals for resolving them.

16. All reports, as well as all communications and correspondence connected with the assessment, shall be in the English language.

17. All reports prepared by the Consultants remain the property of AusAID. 
� 		The JRM team consisted of H. Ah Ching (GoS, MoF); K. Nakamitsu, and R. Salvo, (ADB); M. Harrison and T.  Masoe (MFAT);


 V. Galuvao, A. Higgins and J. Strudwick (AusAID).


� As per the CFA signed on 29 May 2006, cost allocation and disbursement by financiers are as follows:  ADB 26%, AusAID 29%, NZAid 29%, and GoS 16%.  The proposed additional funding of US$1.19 million from ADB and US$1.20 million from AusAID will cover 84% of total funding gap while the remaining 16% will be financed by GoS.





� 	GoS budget performance framework sector goals might provide (some of) the key high-level goals


� Given the scale of the proposed activity, it is anticipated that more than one person would be required for the design process.
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