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Acronyms

ADB – Asian Development Bank

ANS – Assessment of National Systems

EU – European Union

FY – Financial Year

GoS – Government of Samoa

IMF – International Monetary Fund

MoF – Ministry of Finance

NZAP – New Zealand Aid Program

PEFA – Public Expenditure and Financial Accountability assessment

PFM – Public Financial Management

PLA – Performance Linked Aid

SDS – Strategy for the Development of Samoa

SOE – Stated Owned Enterprise

All financial figures in this report are in Australian dollars, unless otherwise indicated.

Summary 
The Incentivising Public Financial Management Reform in Samoa program (the program) aims to contribute to poverty alleviation by increasing the efficiency of GoS’s PFM systems and improving the linkages between policy making and government spending. The program aims to improve economic stability through the reform of SOEs and by providing budget support to assist the GoS’s fiscal consolidation program following a series of exogenous economic shocks (the global financial crisis and the 2009 tsunami). Finally, the program will help prepare GoS systems for expanded use by development partners by addressing known risk factors in the GoS PFM systems as identified in AusAID’s 2011 Assessment of National Systems.
These objectives will be achieved by incentivising the implementation of Samoa’s Public Financial Management Reform Plan Phase 2, which has been developed by the Ministry of Finance (MoF). In particular, the program will incentivise: strengthened planning systems, enhanced economic contribution of SOEs, improved PFM systems, and maintenance of overall fiscal discipline. The program will also incentivise GoS to improve consultation and engagement of stakeholders including the public and development partners. The program will have a total value of $10 million over 2011-12 and 2012-13 with and additional $100,000 provided for external and independent technical expertise and review of the progress of the program.
Analysis and Strategic Context 
Background: PFM and economic stability in Samoa
Samoa is making strong progress against many of the Millennium Development Goals and is recognised as an example of good governance and leadership in the Pacific Region. Many of these successes have been due to the reform minded nature of the government, including in the area of PFM reforms which have been implemented since the mid 1990s
. Samoa’s national development strategy, the Strategy for the Development of Samoa 2008-12 (SDS), highlights the importance of PFM and macroeconomic reform under Goal One: Improved Macroeconomic Stability, and Goal Six: Improved Governance. The Samoa-Australia Partnership for Development, which is aligned with the SDS, makes PFM a key area of focus under the priority outcome of Improved Governance and Economic Stability. 

In 2008 MoF launched the Public Financial Management Reform Plan (2008-2011). The PFM Reform Plan built on previous capacity building initiatives including the AusAID-financed Samoa Treasury Institutional Strengthening Project completed in 2001. Based partly on the findings of the PEFA Assessment financed by the European Union (EU) in October 2006 and partly on GoS’ own assessment of the public finance management system, the reform plan was developed with reference to the Commonwealth Guidelines for Public Financial Management Reform and the World Bank Strengthened Approach to Public Financial Management Reform. After successful implementation of Phase 1 of the plan, MoF developed Phase 2 which was presented to development partners in mid 2012.
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Box 1: Why PFM matters for poverty reduction

· A sound PFM system is a prerequisite for long-term and sustainable poverty reduction, enabling the partner country to manage its own development;
· A PFM system aims at ensuring that budget planning and discipline are compatible with macroeconomic stability, resource allocation is in line with poverty reduction strategies, activities are implemented efficiently, and results are followed up;
· It is through the PFM system that national policies are transformed into actions and services are delivered;
· Democratic governance entails democratic control over resources. This is achieved through sound PFM.

AusAID support of PFM reform in Samoa

In November 2009 GoS, Australia, Asian Development Bank (ADB), the World Bank and the New Zealand Aid Program (NZAP) agreed to a joint Policy Action Matrix for disbursing budget support (Annex 1). The Matrix’s targets were taken from the PFM Reform Plan Phase 1 and were modified to include urgent reconstruction plans following the September 2009 tsunami. That Matrix listed three sets of targets: short term (2009-10), near term (2010-11) and medium term (2011-12). Australia allocated up to $2 million against each set of targets and, following joint development partner assessments in 2010 and 2011, fully disbursed the first two tranches – a total of $4 million. 

In the first two years the joint Policy Action Matrix payments led to a range of PFM and macro economic achievements including:

· Liberalisation of the telecommunications sector and privatisation of the state owned telecommunication organisation, Samoatel.

· Elevated levels of capital exceeding 2009 financial year that incorporate a costed post-tsunami reconstruction plan.
· SOEs becoming increasingly compliant with Samoa’s Public Bodies (Performance and Accountability) Act on the appointment of board members 

· The maintenance of a low risk of debt distress. 

· Completion of stage one of the Public Financial Management Reform Plan and development of stage two of the Plan (2011-2015).
During the implementation period of the PFM Reform Plan Phase 1 (2008-2010), 18 of the 24 listed actions were either completed or substantially progressed
. Several of the actions which were not completed have been included in the PFM Reform Plan Phase 2. 
AusAID found the matrix to be an efficient method of providing an incentive for these reforms to take place. By aligning milestones with existing GoS priorities, the Matrix ensured that momentum towards PFM reforms was maintained. This included the period after the tsunami when the scale of the disaster may have otherwise sidelined the focus on reform. A high level of GoS ownership, combined with joint AusAID-ADB assessments, meant that the agreement was streamlined and harmonised.  There were also lessons learned about how future programs could be made more effective by, for example, increasing the specificity of milestones and providing for variable payments, as discussed in ‘Lesson Learned’ below. 
The medium term targets for 2011-12 listed under the original Matrix are now out of date. At a development partner meeting in July 2011, GoS presented a proposed new Matrix with targets for 2011-12 and 2012-13 for consideration and comment by development partners.  The new Matrix (Annex 2) is drawn from Phase 2 of the Plan and focuses on the areas of: strengthened planning systems; enhanced economic contribution of SOEs; improved PFM systems; maintenance of overall fiscal discipline; and, consultation and engagement of stakeholders. 
Lessons learned

Several sources provide lessons on incentivising change in the Pacific and/or Samoa: AusAID guidance on the use of performance linked aid; the experiences of AusAID and other development partners in using Samoa’s original Policy Action Matrix; and, the EU’s experience of implementing a Water Sector budget support program in Samoa. The Water Sector program is widely seen as a program that has successfully been able to gain and sustain political commitment and achieve development results through incentive-based aid. Key lessons include:

· Country ownership is the most important element of performance linked aid approaches. Performance targets or indicators should have a strong basis in existing GoS planning priorities and policy.  It is not helpful if incentive agreements introduce a new set of policy or planning priorities that direct attention and resources away from the existing national planning and reform priorities that GoS is striving to achieve.
· The importance of achieving the right balance between the GoS’ need for predictability in their medium term budget support funding, and development partners’ need to link disbursements to performance. One method of achieving this balance is to use a combination of fixed and variable tranche disbursements.  The EU Water Sector Budget Support arrangements have successfully used a mix of fixed and variable tranche disbursements
.  There is also a need to avoid a disbursement formula that results in an ‘all or nothing’ disbursement.
· When designing incentive-based programs we need to be clear about what change we are buying with our aid, and what actions are required to meet these objectives. Successful incentive programs have quantifiable, measurable and verifiable milestones and outcomes. 
Other development partners
As discussed above, the original Policy Action Matrix was endorsed by NZAP, the ADB and the World Bank and the latter two signed funding agreements with GoS to support implementation of the matrix. The World Bank disbursed their full incentive payment of US$10 million in 2010. The ADB released their first tranche of funding against the Matrix of US$16 million in 2010 with the second tranche, of $10.8 million due to be released in late 2011 following GoS Cabinet consideration of the Personal Property Securities Act.
The ADB, World Bank and NZAP have expressed interest in providing continued support to the new Policy Action Matrix as a method of incentivising PFM and macroeconomic reform in Samoa
 and the latter two have provided written comments to the Ministry of Finance on the new Matrix.  However, at this stage, none of the three have been able to confirm what funding would be available or timeframes in which they would be able to provide support.

The key comment by both New Zealand and the World Bank is that the draft Policy Action Matrix should be broadened to include other non-finance related measures of performance, e.g. health, education policy actions or outcomes.  In the medium term this is feasible.  However, GoS experience to date -  in the development of sector plans and with the implementation of the performance framework reforms in the annual Estimates  - is that ministries are still developing the necessary capacity to meaningfully define and monitor outcome level performance measures.  

The proposed Policy Action Matrix incorporates milestones to complete the preparation of sector plans for all sectors, and to establish the necessary data collection systems to monitor and report on performance.  When this capacity has been developed in key sector ministries it may then be feasible to incorporate sectoral performance milestones into a central incentive based arrangement.  In the immediate to short term it appears that the appropriate sequence is to encourage and reward the development of that capacity.  The PFM Reform Plan Phase 2, on which the Policy Action Matrix is based, has a strong focus on developing an improved focus on outcomes across all sectors. 

If GoS is effective in implementing the reforms and achieving the milestones set out in the Policy Action Matrix, then future versions of the Matrix could include other sectoral milestones, e.g. health and education outcomes.  
Ministry of Finance leadership of governance reforms
In recent years MoF has demonstrated strong leadership in the area of governance and PFM reforms, and has been supported by other key ministries including Prime Minister and Cabinet, the Chief Auditor’s office, the Ministry for Revenue and the Public Service Commission.
Senior officials within MoF have initiated and led the formation of a PFM Reform Task Force, the development and implementation of the PFM Reform Plan Phases 1 and 2, and the regular evaluation of progress and effectiveness of the PFM reforms, including two PEFA assessments in 2006 and 2010.  The PFM Task Force has sought and secured budget and development partner funding, and managed the contracting and supervision of external technical assistance as required to implement the PFM Reform Plan.  
The key rational for the design of the PFM Reform Plans has been to improve the scores in successive PEFAs. The two phases of the Reform Plan developed to date have targeted a range of indicators which did not receive high ratings in the PEFA. However, two indicators which received low ratings are not explicitly addressed in the Reform Plans: legislative scrutiny of external audit reports (rated D+ in the 2010 PEFA) and availability of information on resources received by service delivery units (rated D). The former is being addressed through programs of support which will be delivered by the UNDP with additional training programs being provided by MoF, under the auspices of the PFM Reform Plan
. The second is likely to be prioritised I future phases of the Reform Plan, once issues are central financial systems are improved. 
During the consultations for this design, MoF officials indicated that although there is general support across MoF and government for the PFM reforms, there is stronger commitment in some areas than in others.  Their experience with the Water Sector budget support program is that linking disbursements to performance and achievement of key targets or indicators can provide the additional level of incentive necessary to achieve some challenging targets.  The proposed program will support the achievement of a set of milestones and targets that have a high level of commitment and ownership, whilst also requiring higher levels of performance and momentum within MoF and across all ministries involved in the implementation of the PFM reforms.
As outlined under ‘Lessons learned’ this level of ownership by GoS is important in order to ensure the sustainability of the outcomes of the program. To date there have been good indications that the progress achieved under the previous Matrix will be maintained and build upon (evidenced by, for example, the development of Phase 2 of the PFM Reform Plan). 
Other policy considerations

The proposed program is expected to have a positive impact on a range of AusAID policy areas including gender, environment and climate change through the incentivisation of sector planning, the new SDS, the development of a concept paper on the need of vulnerable groups in Samoa and the incorporation of these issues into the next SDS. These milestones will improve the integration of the needs of women and other vulnerable groups into national planning. Furthermore, by improving the effectiveness of GoS spending, the program is likely to increase the amount of funding available to these groups. 
The implementation of the program will not have any child protection or environmental implications. 
Program Description

Objectives

This program aims to contribute to poverty alleviation by increasing the efficiency of GoS’s PFM systems and improving the linkages between policy making and government spending. The program aims to improve economic stability through the reform of SOEs and by providing budget support to assist the GoS’s fiscal consolidation program following a series of exogenous economic shocks (the global financial crisis and the 2009 tsunami). Finally, the program will help prepare GoS systems for expanded use by development partners by addressing known risk factors in the GoS PFM systems as identified in AusAID’s 2011 Assessment of National Systems. These areas include procurement, monitoring of arrears and audit
.
The program’s success will be reflected through improvements to Samoa’s PEFA ratings – using 2010 scores as a baseline
, and by a continued sustainable fiscal position for GoS
.

These objectives will be achieved by incentivising the implementation of Samoa’s PFM Reform Plan Phase 2, as well as the maintenance of a macroeconomic stability and preparation of GoS systems for increased use by development partners. The specific areas of the PFM Reform Plan which will be targeted are:

· strengthened planning systems including finalisation of the new SDS, development of sector plans and sector investment plans, and inclusion of the need of vulnerable groups into national planning.

· enhanced economic contribution of SOEs including increased compliance with the Public Bodies (Performance and Accountability) Act, implementation of a SOE performance framework, privatisation of SOEs.
· improved PFM systems including establishment of a procurement unit and procurement templates, internal audit, monitoring of areas and development of a Finance Sector Plan.
· maintenance of overall fiscal discipline including establishment of a Macro-Economic Committee and reduced levels of debt.
· consultation and engagement of stakeholders including development and implementation of a communications and engagement strategy. 

The program will have a total value of $10 million over 2011-12 and 2012-13 and an additional $100,000 provided for external and independent technical expertise and review of the progress of the program. The $5 million which will be disbursed to GoS each financial year represents approximately 2 percent of the national budget. $4 million of the funds to be provided in the 2011/12 financial year are already recorded in the GoS budget estimates.
 The additional $1 million will be formally recorded as revenue in the 2012 supplementary budget estimates process. 
At the core of the proposed program’s design is the 2012-2013 Joint Policy Action Matrix (Annex 2) which outlines the priority areas of the PFM Reform Plan Phase II. Through discussions with AusAID and internal consultations, MoF has also developed a list of 33 additional milestones over 2011-12 and 2012-13 (Annex 4) which are required to achieve the broader goals outlined in the Matrix. It is these milestones which AusAID is particularly using to ‘buy change’ as they represent the individual activities which are necessary to achieve the broader goals of PFM reform, macroeconomic stability and improvements to GoS systems for use by development partners. 

Disbursements
The funds provided under the program will be disbursed to GoS in the form of budget support, i.e. into consolidated revenue. As this program is a continuation of the previous program supporting the original Policy Action Matrix, AusAID has assessed the fiduciary risk of providing funds through budget support under Guidance note #126 which was completed in December 2009
.  

It is proposed that disbursements be made in accordance with the arrangements set out in Annex 3, with annual assessments taking place in November each year. This cycle of assessments will enable AusAID to align its PFM assessments with those of GoS and the EU and will avoid payments being assessed late in the financial year. The exception to this would be in 2011-12 when, due to the lateness of the financial year, assessment against a list of sub-milestones would take place in March 2012. 

A 60% fixed and 40% variable tranche ratio will provide a balance between predictability of funding for GoS and incentives for various stakeholders in GoS to deliver on the relevant reforms and targets.  The experience of the EU with water sector budget support funding is that 60% fixed and 40% variable has provided this balance.  

A 60%/40% split, 60% of funds would be released as a fixed tranche based on Samoa achieving:
a) satisfactory progress in maintaining a policy of macroeconomic stability as evidenced by either the IMF Article IV Consultation Report, or the IMF Staff Mission Report
, 

b) satisfactory progress on the implementation of the Public Financial Management Reform Program as indicated by the report of the joint annual government and AusAID review of the Program scheduled in November of each year,

c) progress reported at quarterly development partner meetings as to the readiness of GoS systems for increased use or the provision of budget support by major development partners.

These are summarised in the Table below:

	Indicator
	Verification

	a) Satisfactory progress in maintaining a policy of macroeconomic stability
	IMF Article IV Consultation Report, or the IMF Staff Mission Report

	b) Satisfactory progress on the implementation of the Public Financial Management Reform Program
	Annual Progress Report of PFM Reform Plan implementation and AusAID annual assessments

	c) Increased readiness of GoS systems for increased use or the provision of budget support by major development partners
	Progress reported at quarterly development partner meetings and verification in AusAID assessments


The above indicators for the fixed tranche are, by design, broad and flexible and do not necessarily provide a black and white view of progress. However the use of broad targets will enable AusAID to participate in policy dialogue about a range of institutional issues within GoS that may be impacting any of the three targets. 
The 60 per cent funding component is fixed in the sense that provided satisfactory progress is achieved on the three broad requirements collectively, then all of the fixed

component of funding will be provided. Given the qualitative nature of the criteria it

is expected that clear failure in terms of collective performance would have to occur

for Samoa not to be guaranteed of the full 60 per cent fixed funding component. This

treatment is justified for two reasons: (1) to provide a sufficiently strong commitment

to ensuring macroeconomic stability; and (2) to ensure ongoing engagement and

dialogue between AusAID and the Government of Samoa.
The remaining 40 per cent of the planned disbursements in a given year would be variable and adjusted based on the extent to which GoS achieves the subsidiary milestones which align with the Policy Action Matrix (Annex 4). The amount of the variable tranche will be calculated as follows: 
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Box 2: Formula for calculating variable tranche payments
(Actual Total Score /Max Possible Score) x (Maximum amount available) = Variable Amount
The review of achievement of these milestones will be carried out jointly by GoS and AusAID in November of each year as part of the same joint review that assesses whether satisfactory progress has been made against the requirements for the fixed tranche. 
The funding agreement signed between GoS and AusAID will allow for AusAID to exercise discretion as to the payment of fixed and variable tranches. This will enable AusAID to recognise where macro-economic factors outside the control of GoS have prevented achievement of major milestones (such as a natural disaster or global economic downturn) and where milestones, including meetings as specified in the table of indicators in Annex 4, do not represent or facilitate meaningful achievements  in public financial management within the spirit and intent of the agreement.  Such discretion would be exercised in consultation with GoS stakeholders.  
Assessment of National Systems 
In 2011, Guidance note #126 was superseded by new guidance requiring programs to complete an Assessment of National Systems (ANS) and a budget assessment in order to have policy coverage for provided funds through partner government systems.  In response to the change in guidance the Samoa ANS was drafted in July 2011 and is currently waiting submission to the Director General for endorsement. The ANS concludes that, on balance, the use of partner government systems in Samoa should be considered further.  It assesses that GoS has in place a credible program to address PFM weaknesses and that the use of downstream components is manageable.
Once endorsed, the ANS will be used to provide fiduciary risk clearance for any future amendments to the Program. In the interim, the program recognises the ANS’s risk ratings and provides incentives to implement the recommendations of the ANS. For example, GoS has incorporated the need for better assessment and management of arrears into the Policy Action Matrix and a procurement review mission is currently being planned for early 2012. AusAID will require that these actions will have occurred prior to the PFM assessment in November 2012, as listed in Annex 3.

Implementation Arrangements
Partnerships

Experience with PLA in the Pacific shows that successful programs require coordination across development partners. Coordination ensures that partner governments are not receiving mixed signals through differing funding or advice. Using existing development partner coordination architecture can help dilute political risks and strains to the bilateral relationship. It also enables AusAID to draw on the technical expertise of other organisations (such as ADB and the World Bank).

 As above, while Samoa’s other major development partners have indicated interest in supporting the new phase of the Policy Action Matrix, none have been able to confirm funding or agreement details. GoS is keen to proceed with the final design and approval of Australia’s funding but we will need to be careful to consistently involve other development partners to ensure that their views and comments are integrated where possible into the design proposal. This will make it more likely that, when funding is confirmed, other development partners will be able to share or contribute to our assessment procedures. 

Whether or not other development partners are able to contribute financially to the Matrix, the willingness of their agencies to participate in joint assessments of progress against milestones would be of huge value to AusAID. Discussions as to what criteria need to be met for this to happen are ongoing.
Budget and milestones
The program will make use of funding from the PLA Budget measure which has been allocated to Samoa for each year of the two remaining years of the budget measure (2011-12 and 2012-2013). As outlined above, $6 million of the total $10 million will incentivise the continued achievement by GoS of the broad policy environment which will enable PFM reform, macro economic stability and continued engagement with development partners to take place. The remaining $4 million will incentivise 33 additional milestones – an average of $130,000 per milestone. MoF’s  in-line budget support adviser has noted that the drafting of these milestones is already incentivising teams to meet their targets and that even comparatively “small” amounts of funds will incentivise teams within MoF and other ministries to meet their targets.
Among the list of variable indicators are two instances of milestones which will be verified through the holding of committee meetings – the Budget Planning Committee and the Finance Sector Coordination Committee. The holding of these meetings is an achievement for the Ministry as they represent formal sector-wide coordination of key budget and financial management issues. The meetings are an important step in the process of improving quality of expenditure, implementation of the budget cycle and improved linkages between the budget and planning divisions of MoF. This level of coordination is a relatively new initiative in the Ministry and should be encouraged to continue. 
As it is likely that similar levels of funding would be available in future years
, the milestones listed in Annex 2, 3 and 4 include targets to be met by June 2013. These will not be included in the initial funding agreement but would be assessed in November 2013 should the Matrix mechanism be extended. It is likely that these 30 June 2013 targets will need to be revised and rationalised in the light of circumstances that evolve over the coming 21 months, so the disbursement Matrix at Annex 3 provides for a review of the relevance and appropriateness of these in November 2012.  The program will also provide for an exchange of letters to permit variations to the agreement should both GoS and AusAID agree.
Use of funds by GoS

As discussed above, the Samoa program has assessed the fiduciary risks of providing budget support funds to GoS under Guidance Note #126. However, until the Samoa program has been endorsed as being fully compliant with new guidance (see ‘Assessment of National Systems’ above), there is a need for AusAID to be able to notionally track how the funds provided under this program are being spent. As such, following approval of this design by GoS, GoS will advise AusAID of how the funds provided under the Program will be expensed, including which priority areas the funding will be directed to
.  

AusAID will rely on the annual Public Accounts
 prepared by MoF and audited by the Chief Auditor for financial reporting, supplemented by  normal management reporting available from GoS’ financial management information systems, Finance One, where necessary.  It is important to understand that these are not acquittal reports.  Disbursements, once paid to GoS, will form part of consolidated revenue, and will fund the normal activities of government as nominated by GoS. No additional acquittal reports will be required outside of the audited Public Accounts or regular GoS financial reporting.    

Monitoring and Evaluation

The review of achievement of the milestones in Annex 4 would be carried out jointly by GoS and AusAID in November of each year as part of the same joint review that assesses whether satisfactory progress has been made against the targets required for the fixed tranche. Where possible, this evaluation will align with the EU annual PFM assessment which also takes place in November as well as collaborate with GoS’s annual PFM Reform Plan review which takes place at the same time. In addition, independent technical expertise will be required to review the progress of the fixed targets and form part of the overall assessment of public financial management reform in Samoa. These evaluations will provide assurance that satisfactory progress is being made against the 60% fixed tranche, and to quantify the actual progress against the variable milestones for the 40% variable tranche.
The exception to the November assessment will be the first assessment which will instead take place in March 2012. This assessment is in recognition of the lateness of the current financial year and the need to provide GoS with time to progress the PFM reform agenda sufficiently to justify a payment of up to $5 million. The assessment will draw heavily on the November 2011 EU assessment of PFM systems and other GoS reviews. AusAID will likely rely on external advisers to participate in these reviews on AusAID’s behalf. As such, up to an additional $100,000 will be included in the budget for the procurement of this expertise. This is an upper limit and includes design costs for the program of $50,000. Samoa Post estimates that a further up to 40 days of expertise will be required over the two financial years of the program: 15 days for each of the March and November 2012 assessments and report writing and an additional ten days of desk-based assistance and advice as Post monitors the implementation of the program. Using Adviser Remuneration Framework rates, including accommodation and travel, Post assesses this cost to be a realistic assessment. 
AusAID will rely upon the quarterly joint development partner meetings for updates from GoS on both the progress of implementation of the PFM Reform Plan Phase 2, and on progress towards achieving the milestones and targets set out in the Policy Action Matrix.  AusAID will also rely strongly on information gathered though existing AusAID networks and relationships and through policy dialogue with GoS to track progress. This information will be used to identify areas of critical delay where GoS may need to initiate other interventions to ensure that milestones are achieved and that PLA disbursements can be maximised. This may include use of technical assistance, reprioritisation of work or alerting AusAID to likely delays in meeting a milestone due to unavoidable factors. 
Sustainability

The sustainability of AusAID’s support for the original policy Action Matrix will only be assessable in the medium term. However, the program is assessed as having sustainable outcomes due to the high level of GoS ownership of the milestones selected and Samoa program’s strong relationship with GoS counterparts. The measures for success (PEFA scores and fiscal consolidation) will continue to be assed in the years after the program’s proposed period of implementation, providing AusAID with an opportunity to assess sustainability even after the program has completed. 
Risks

The AusAID Guidance on PLA in the Pacific identifies several major categories of risk, including:

· The risks associated with the delivery of the reforms, milestones or indicators, where achievement of these provides the trigger for disbursement of PLA funds

· Risks arising from the PLA approach or PLA funding

· Broader PFM system and procurement system risks identified through an ANS

· PFM system and procurement system risks peculiar to the sector that PLA may be operating in.  
These risk categories and risks are summarised in below, together with possible risk mitigation and management tools.  As above, although the ANS Report has not yet been endorsed by the Director General, the key risks identified in that report would also need to be addressed given the proposed use of GoS systems in this program

	Risk Category/Risks
	Risk Level
	Risk Mitigation Measure

	Failure to deliver the reforms, targets or milestones incorporated into the PLA agreement
	L
	· Monitoring and evaluation by PFM Reform Task Force and regular meetings of the Task Force

· Regular updates from GoS on progress of implementation of the Policy Action Matrix through quarterly development partner meetings

· Apia Post maintains relationships and information flows to keep informed of progress

· GoS can request additional technical assistance from AusAID or other development partners.
· PLA disbursement formula should provide for partial performance – partial disbursement principle to ensure incentive to complete reforms

	Risks Arising from PLA approach or PLA funding

	Risk of underspend of AusAID PLA funds
	L
	· PLA disbursement formula should provide for partial performance – partial disbursement principle

· AusAID Post to monitor progress regularly through quarterly joint development partner meeting briefings from MoF on progress, with regard to variable tranche 

· Annual review of PFM Reform Program to ensure that satisfactory progress is made with regard to fixed tranche

	The risk that the scale of PLA funds undermines macro economic stability and fiscal discipline
	L
	The level of PLA funding envisaged under this arrangement, AUD5.0 million per annum, or WST11.7 million, constitute less than 1% of forecast GDP for 2011-12, and approximately 2% of total forecast revenues for 2011-12.  There is little scope for PLA funding to undermine macro economic stability.  However it is possible, even likely, that the level of PLA funding may increase in future years, and when combined with budget support from other development partners then there may be scope for the aggregate level of budget support to impact on macro economic stability.  GoS and its development partners should monitor the level of budget support as a source of funds, and re evaluate the scope for its impact on macro economic stability

This process is expected to take place as part of post-ANS assessments of GoS systems. 

	The risk that PLA payments may support or be seen as supporting inappropriate activities
	L/M
	PLA agreement and Policy Action Matrix should be selective in which activities or targets are being supported.  

Nevertheless, PLA funds are being paid into consolidated revenue and will be used to fund a variety of government activities.  

AusAID needs to decide on whether the funding will be earmarked (see Key Questions)

	The risk that PLA disbursements may shifts incentives 
	L
	Ensure Policy Action Matrix builds on existing agreed SDS and Development Partnership priority outcomes and includes development outcomes in future iterations.

	 Risks Identified through draft ANS (September 2011) – Including risks not able to be assessed

	No recent formal review of procurement systems
	Not able to assess
	The lack of a recent formal review of procurement systems in Samoa was identified in the ANS as a gap that when addressed, could identify areas of risk for the use of partner government systems, including the expansion of budget support.  The Policy Action Matrix included in this PLA report includes a requirement to carry out a joint donor review of procurement systems.  Any risks identified as part of that review would need to have risk treatment strategies developed as well

	No recent stock take of arrears.
	Not able to assess
	The lack of a recent stock take of arrears was identified by the ANS as a gap that when quantified, may affect the credibility of the budget and the budget outturn.  This in turn could affect the scope of any PLA agreement and proposed policy actions.  The Policy Action Matrix included in this PLA report includes a requirement to carry out a stock take of arrears

	Proposed reforms to improve effectiveness of Internal Audit function may be constrained by failure to address change management issues. Weak internal audit function may not identify uneconomic or ineffective use of funds
	M
	The GoS PFM Reform Plan Phase II includes an Output to prepare a strategic plan internal audit across government.  This has also been incorporated into the draft Policy Action Matrix for the PLA agreement.  However, there are ongoing pressures on Internal Audit to carry out pre audits and investigations that divert resources away from the internal audit function. GoS will need to ensure that the strategic plan addresses change management issues

	Weakness in the external audit function may weaken the overall control framework around the accountability for and effectiveness of government spending
	M
	The 2009 Summary of Fiduciary Risks and Treatments rated risks associated with the use of Samoa’s external audit system as moderate.  Mitigation measures would include:

· the funding agreement for the proposed Performance Linked Aid modality should give AusAID the right to request independent audit of major procurements

· regular updates by GoS to AusAID through quarterly joint development partner meeting on the progress of the PFM reform process

· an annual external review of PFM Reform Plan to certify satisfactory progress

	Weaknesses in legislative scrutiny of the budget law and of the public accounts may weaken the overall control framework around the effectiveness of government spending
	M
	The PFM Reform Plan Task Force should consider working with Legislative Office and Ministry of Prime Minister and Cabinet to improve support for and capacity of legislative committees

	The lack of a standardized approach to sector planning and sector plan MTEF costings increases risk of inefficient allocation of resources, including donor resources, to national planning priorities
	L
	The draft Policy Action Matrix already include targets to improve the quality of sector plans, but does not include any specific reference to the need to improve the costing of those plans to include realistic resource estimates.  The PFM Reform Plan itself does include a commitment to ensure that sector plans include realistic resource estimates.  The PFM Reform Plan Task Force should monitor this to ensure this reform in implemented in all sector plans as they are updated or replaced

	Weaknesses in monitoring and reporting, particularly in relation to development expenditures, weakens the ability of stakeholders to track expenditures against budget to ensure funds are being used for intended purposes and 
	M
	The 2009 Summary of Fiduciary Risks and Treatments rated risks associated with the use of Samoa’s reporting and monitoring systems as moderate.  Mitigation measures would include:

· the funding agreement for the proposed Performance Linked Aid modality should make provision for additional technical assistance, with the agreement of GoS, if significant gaps in reporting or monitoring of recurrent or development expenditures become apparent for the duration of the agreement

· an annual external review of PFM Reform Plan to certify satisfactory progress

	Other risks

	Exogenous shocks such as GFC or natural disasters resulting in increased pressure to release funds regardless of performance
	M
	The PLA agreement should provide for exchange of letters to allow changes to the milestones and disbursement arrangements.  Any changes would link existing or further disbursements to new milestones or indicators that would be more relevant to dealing with the exogenous shock


Next Steps
This program has been reviewed by AusAID peers through the Quality at Entry process and requested changes have been made.  This design note will now be shared with GoS and to other development partners in Samoa.  Other development partners have been consulted by both Government of Samoa and AusAID during the design process and it is possible that some development partners may join the same PLA modality in future years.  Samoa Post will seek FMA Reg 9/10 approval and the agreement between AusAID and GoS will be prepared by AusAID’s Procurement Agreement Services section.
The Assessment Matrix in Annex 3 requires that GoS secures the approval of the Cabinet or Cabinet Development Committee for the implementation of the Policy Action Matrix.  GoS should therefore commence seeking Cabinet or Cabinet Development Committee approval as soon as practical.

Annex 1: 2009-2011 Policy Action Matrix

[image: image1]

Annex 2: Proposed 2011-2013 Policy Action Matrix
	Theme
	Progress to be achieved

By end June 2012
	 Progress

October 2011
	Progress to be achieved

By end June 2013

	Strengthened planning systems
	1. New Strategy for Development of Samoa (2012-16) with higher level strategies, challenges and priorities linked to sector level plans developed through participatory process.  
2. At least 9 out of 14 sector plans approved with 2 or 3 high level outcome performance indicators identified for each sector. 
3. Concept paper on the needs of the vulnerable (low income/disadvantaged) prepared. 
4. Key interventions to address the issues raised in the concept paper incorporated in the SDS and sector planning/programming process.
	1. The proposed draft outline and approach to the development of the SDS has been agreed. Sector Coordinators were briefed on the new SDS and an internal review of sector plans has been completed

2. Progress is being made on the following sector plans: IT/Communications, Public Admin, Trade, Finance and Energy. The main challenge is in identifying appropriate indicators, which can be measured.

3. First draft has been prepared

4. No progress as yet pending finalisation of Concept Paper
	1. At least 13 out of 14 sector plans current and approved. 

2. Costed and realistic sector investment plans for at least 7 sectors developed and brought together into a single 5 year Public Sector Investment Programme, to be updated on an annual basis. 
3. Sector plans being monitored with annual review meetings with all stakeholders to present/discuss progress/ constraints and performance indicators for at least 5 sectors. 
4. Public progress reports issued for at least 5 sectors.

	Enhanced economic contribution of SOEs
	5. 50% of SOEs compliant with the Public Bodies (Performance and Accountability) Act on the appointment of board members. 

6. SOE objectives reviewed and aligned with sector goals. 

7. Performance framework agreed for at least 20% of SOEs with key performance indicators, future targets and annual reporting mechanism established.

8. One additional SOE to be prepared for privatisation
	5.  59% of SOEs now comply with the Public Bodies on appointment of Board members. 16 of 27 Boards were advertised and selected. Issues with the selection process will be addressed once the Composition Bill is passed (now in Parliament). The other 9 SOEs are currently under selection and these appointments will be effective in Jan-Feb 2012

6.  All SOE Corporate Plans were reviewed to ensure links to Sector goals and SDS. Some SOEs need assistance with improving their plans and SOEMD have been assisting them during the planning process. 

7.   A TA for Corporate Governance will assist SOEMD in developing this framework as well as consultation with SOEs to agree KPIs with their respective Boards/management. 

5. SOEMD is working on a Cabinet submission proposing privatisation of Agriculture Store Corporation 
	6. 75% of SOEs compliant with the Public Bodies (Performance and Accountability) Act on the appointment of board members. 

7. Performance framework agreed for at least 50% of SOEs with key performance indicators, future targets and annual reporting mechanism established. 

8. Privatisation completed for one SOE and a further SOE prepared for privatisation.

	Improved Public Finance Management systems
	9. Substantial progress achieved on the implementation of Phase 2 of the PFM Reform Plan as demonstrated through an annual report and annual review meeting in November.

10. Procurement Unit established in MoF with standard templates developed.

11. Information being made available to the public on all public sector contract awards 500,000SAT. 

12. Strategic Plan developed for internal audit across Government.

13. Finance Sector Plan under preparation and holding quarterly meetings with PFM as core component.
	9.  The Annual Review meeting is fixed for 17 November

10. The procurement unit has been established and technical support has been contracted to assist with standardising templates, training, and monitoring.

11. Consultation has commenced on the publication of awards.

12. TA support for the Strategic Plan for Internal Audit will commence on 14 November

13. Consultations on the development of a Finance Sector Plan have commenced. A coordinator has been recruited. The 2nd meeting of the Finance Sector Advisory Committee took place in October. A local TA will facilitate the process – target date for draft end March
	9. PEFA undertaken and made public showing progress (improved scores) in strengthening PFM systems. 

10. Successful implementation and achievement of at least 70% of indicators under Phase 2 of the PFM Reform Plan as reported at November 2013 annual review meeting with written progress report. 

11. Finance Sector Plan approved and under implementation.

12. Procurement templates (bidding documents and contracts) disseminated with training for Line Ministries.  

13. Policy established for late payment to suppliers and system for monitoring arrears in place. 

14. Strategic plan for internal audit approved and under implementation.

	Maintenance of Overall Fiscal Discipline
	14. Macro-economic Committee (CBS,MoF, SBS) established under the Finance Sector to monitor and forecast, fiscal stability and debt sustainability. 

15. IMF Article IV consultations confirm continued stability.
	14.   Agreed in principle first meeting planned during visit of the PFTAC macro-economist in November 2011
	15. IMF or joint donor external review confirms continued macro-economic stability. 

16. Reduced level of deficit and debt with progress towards Government target levels. (3.5% of GDP and 40% of GDP respectively) 

	Consultation and engagement of stakeholders
	16. Public release of a communications and engagement strategy that explains and provides for effective feedback from the private sector and civil society on key policy actions, SDS and sector planning and monitoring, and the annual budget.
	16.  No progress to date.
	16. Communications and engagement strategy being implemented to explain and provide for effective feedback from the private sector and civil society on key policy actions, SDS & sector planning and monitoring, and the annual budget.


Annex 3: Proposed Disbursement Matrix

	Date of each review
	Action Required
	Payment

$AUD
	Date of Payment
	Yr

	March 2012 
	Review of 2011-2012 PLA Policy Action Matrix

· GoS to confirm how funds will be expensed

· Review whether macro economic stability, PFMRP progress and engagement with development partners are satisfactory for purposes of fixed tranche

· Confirm achievement of March 2012 milestones
· GoS secures cabinet approval of policy matrix and AusAID program
· Assess progress against June 2012 milestones.  Take corrective measures e.g. TA

· Update and agree on the milestones for 2012-2013 to be achieved by June 2013

· Disbursement
	Fixed $3 m
Variable

$2m
	April 2012
	2011- 2012

	November 2012
	Joint Review of 2012-2013 PLA Policy Action Matrix

· Review whether macro economic stability & PFMRP progress are satisfactory for purposes of fixed tranche

· Review achievement of 2011-2012 (June 2012) milestones for purposes of assessing variable tranche

· Confirm that final ANS risk treatments have been addressed

· Assess progress against the June 2013 milestones.  Take corrective measures e.g. TA
· Sign extension of agreement for June 2013, including possible revision of milestones as appropriate 
· Disbursement
	Fixed $3m 
Variable

$2m
	November 2012
	2012 - 2013

	November 2013 
(dependent on extension of agreement)
	Joint Review of 2013-2014 PLA Policy Action Matrix

· Review whether macro economic stability and PFMRP progress are satisfactory for purposes of fixed tranche

· Review achievement of 2012-2013 (June 2013) milestones for purposes of assessing variable tranche

· Disbursement
· Potential design new phase of PLA agreements
	Fixed $3m 
Variable

$2m
	November 2013
	2013 - 2014


Annex 4: Proposed Variable Tranche Matrix

Proposed Targets for end March 2012

	Ref #
	Indicator Title
	Policy Actions
	Target No. of deliverables
	Means of verification
	Responsible
	Weight
(max 5)
	Score (Target x Weight.)

	Strengthened planning systems

	2

3.1.4

	Sector Planning
	Number of additional Sector Plans approved and made public and under implementation with content including: at least 3 key performance indicators, institutional arrangements including non-government entities, and an annual review mechanism.  Four sectors currently meet the basic criteria: water, health, education and law and justice. Target of 5 sectors (1 additional).
	
1
	Approval of Sector plans by CDC or Cabinet; publically available documents. Reports and Minutes from Annual Review Meetings
	EPPD and line-Ministries
	5
	5

	Improved Public Financial Management Systems

	10

	Procurement review
	External review of Government procurement systems undertaken
	1
	Procurement Review Report
	MoF
	5
	5

	 12 (2013)
 3.5.4
	Monitoring arrears
	Policy and action plan developed for late payment to suppliers and monitoring the extent of arrears by line-Ministries
	1
	Draft policy / action plan approved by PFM Task Force
	Accounts, MoF
	5
	5

	Maintenance of Overall Fiscal Discipline

	13
	Finance Sector Coordination
	Improved coordination across the Finance Sector as evidenced by the number of Finance Sector Advisory Committee meetings held in FY 2011/12
	2
	Minutes of meetings
	CEO, MoF
	1
	2

	14
3.2.3
	Budget Planning Committee
	Budget Cycle adhered to and links with planning strengthened as evidenced by Budget Planning Committee meetings taking place at least quarterly in FY 2011/12. (Number of meetings)
	2
	Minutes of meetings
	EPPD, Budget & Aid - MoF
	1
	2

	8 (2013)
3.5.1
	Public accounts
	Public accounts for 2010/11 submitted to Audit Office by end October 2011
	1
	Letter to Audit Office 
	Accounts, MoF
	5
	5

	14
	Budget monitoring
	Mid Term Review of the 2011-12 Budget and the related performance framework completed
	1
	Copy of Mid-term Review
	Budget, MoF
	2
	2

	Other Milestones

	3.9.9
	Inland Revenue staff training and motivation
	Training needs analysis and staff engagement survey completed for Inland Revenue Services
	2
	Copy of TNA and executive summary of Staff Engagement approved by CEO, MFR
	MfR
	2
	4

	3.9.5
	Inland Revenue Information systems
	Development of a strategic IT Plan for Inland Revenue Services, and approval of the Plan
	1
	Copy of IT Plan  approved by CEO, MFR
	MFR
	1
	1

	3.9.7
	Inland Revenue Debt Collection strategy
	Drafting of a Debt Collection Strategy for Inland Revenue Services
	1
	Copy of Debt Strategy approved by CEO, MFR
	MFR
	2
	2

	
	Max. Possible Score
	33


Proposed Targets for end June 2012

	Matrix #
	Indicator Title
	Policy Actions
	Target No. of deliverables
	Means of verification
	Responsible
	Weight
(max 5)
	Score (Target. x Weight)

	Strengthened planning systems

	1
3.1.1
	Update of SDS
	New SDS (2012-16) with higher level strategies, challenges and priorities linked to sector level plans developed through participatory process, approved by Cabinet and made publicly available
	1
	Approval of SDS by CDC or Cabinet; publically available SDS documents
	EPPD, MoF
	4
	4

	3
	Targeting the vulnerable
	Concept paper with analysis on vulnerable groups, their needs and mechanisms for targeting support
	1
	Concept Paper submitted to CDC (Agenda)
	EPPD, MoF
	3
	3

	2
3.1.4
	Sector Planning
	Number of additional Sector Plans approved and publically released and under implementation with content including: at least 3 key performance indicators, institutional arrangements including non-government entities, and an annual review mechanism.  Total target of 6 sectors
	
1
	Approval of Sector plans by CDC or Cabinet; publically available documents
	EPPD and line-Ministries
	5
	5

	Enhanced economic contribution of SOEs

	8

3.7.5
	SOE privatisation
	One additional SOE to be prepared for privatisation
	1
	Cabinet approval of proposed privatization 
	SOEMD
	5
	5

	5
3.7.3
	SOE Governance
	% of SOE Boards with no Government Ministers or officials – Target of 70%
	1
	List of Board appointments
	SOEMD, MoF
	4
	4

	5
3.7.2
	SOE Governance
	Induction training module for SOE Board Directors developed and training programme commenced
	1
	Copy of training programme 
	SOEMD, MoF
	4
	4

	7
3.7.1
	SOE Performance
	Key performance indicators (KPIs) agreed and approved by Boards and responsible Minister for at least 5 SOEs. Target number of 5 SOEs
	5
	Copy of approved KPIs; evidence of approval by Minister
	SOEMD,

MoF
	5
	25

	Improved Public Financial Management Systems

	9
	Training for line-Ministries
	Training programme to support the accounting function in line-Ministries commenced
	1
	Training programme and copies of training reports
	Systems Support Unit, MoF
	2
	2

	9
3.0
	Treasury Instructions
	Finalise and approve revised Treasury Instructions
	1
	Confirmation of Cabinet approval 
	MoF
	3
	3

	12 (2013)

3.5.4
	Monitoring arrears
	Information report on the extent of arrears, including arrears in relation to orders not supported by a purchase order, available by 30th June 2012 and target set for reduction by June 2013.
	1
	Report from Accounting Division
	Accounts, MoF
	5
	5

	13
	Finance Sector Coordination
	Improved coordination across the Finance Sector as evidenced by the number of Finance Sector Advisory Committee meetings held in FY 2011/12 (since last assessment)
	1
	Minutes of meetings
	CEO, MoF
	2
	2

	10


	Procurement Reform
	Develop a credible action plan in response to procurement review findings
	1
	Action plan, minutes of discussion in PFM Task Force or Finance Sector Coordination meeting
	MoF
	3
	3

	11
3.3.3
	Procurement systems 
	Publication of information on tenders awards over 500,000SAT and standard templates for service tenders on MoF web site
	1
	Web site print out
	Procurement MoF
	3
	3

	15 (2013)
3.4.5
	Debt Management Unit 
	Debt Management Unit established and MTDMS reviewed with new targets agreed for 2012/13
	1
	Contracts for staff. Fiscal strategy with inputs on debt strategy/ performance
	Aid, MoF
	3
	3

	12
3.6.1
	Strategic Plan for Internal Audit
	Strategic Plan for Internal audit across Government completed and submitted for consideration
	1
	Documentary evidence of submission to cabinet
	Internal Audit, MoF
	3
	3

	Maintenance of Overall Fiscal Discipline

	14

3.2.3
	Budget Planning Committee
	Budget Cycle adhered to and links with planning strengthened as evidenced by Budget Planning Committee meetings taking place at least quarterly in FY 2011/12. (Number of meetings) (since last assessment)
	1
	Minutes of meetings
	EPPD, Budget & Aid - MoF
	1
	1

	14
	Budget review
	Mid term review of 2011-12 budget and performance framework publically released
	1
	Publically available review report
	EPPD, Budget
	3
	3

	14
	Budget cycle
	Adherence to budget cycle for the budget preparation process in preparing 2012/12 budget
	1
	Copies of budget circulars
	Budget, MoF
	3
	3

	Consultation and engagement of stakeholders

	16
3.2.5
	Communication strategy
	Communication/ engagement strategy for private sector and civil society prepared
	1
	Evidence of submission of strategy to Cabinet
	MoF
	4
	4

	Other milestones

	3.9.9
	Inland Revenue Customer Survey
	Customer satisfaction survey completed by MfR
	1
	Customer Survey Report
	MfR
	2
	2

	3.9.7
	Inland Revenue Tax Arrears
	A tax arrears report will be prepared
	1
	Exec summary of tax arrears report submitted to Revenue Board
	MfR
	3
	3

	3.9.5
	Inland Revenue Database
	The RMS Inland Revenue Database upgrade completed
	1
	Completion Report on database Upgrade
	MfR
	3
	3

	3.9.1
	Tax legislation
	The legislative framework (Income Tax Act 1974 & Income Tax Administration Act 1974) for Inland Revenue Service will be reviewed to modernize language and style and introduce self assessment for Income Tax
	1
	Report on review with proposed amendments
	MfR
	4
	4

	
	Max. Possible Score
	97


Proposed Targets for end June 2013 – to be included in possible future PLA agreements
	Ref
	Indicator Title
	Policy Actions
	Target No. of deliverables
	Means of verification
	Responsible
	Weight
(max 5)
	Score (Target. x Weight)

	Strengthened planning systems

	1
	Sector Planning
	Number of additional sector plans costed, approved and publically released with content including: at least 3 key performance indicators with targets, institutional arrangements including non-government entities, and an annual review mechanism.  Target number of 9 sectors
	3
	Approval of Sector plans by CDC or Cabinet; publically available documents. Reports and minutes from annual review meetings.
	EPPD and line-Ministries
	5
	15

	4.
	Sector review
	Public progress reports issued for at least 5 sectors.
	5
	Publically available progress reports
	EPPD and line-Ministries
	3
	15

	3
	Sector Monitoring
	Number of Sector Plans being monitored with annual review meetings with all stakeholders to discuss progress/ constraints and performance indicators. Target number of 5 sectors
	5
	Minutes of sector meetings; costing of sector plan documents
	EPPD and line-Ministries
	5
	25

	Enhanced economic contribution of SOEs

	7
	SOE Privatisation
	Privatisation completed for one SOE
	1
	Evidence of privatization
	SOEMD, MoF
	5
	5

	5
	SOE Governance
	% of SOE Boards with no Government Ministers or officials – Target of 80%
	1
	List of Board appointments
	SOEMD, MoF
	4
	4

	5
	SOE Governance 
	Induction training completed for at least 50% of SOE Board Directors.  
	1
	Training Reports
	SOEMD, MoF
	4
	4

	6
	SOE Performance
	Key performance indicators (KPIs) agreed and approved by Boards and responsible Minister for at least 15 SOEs
	10
	Copy of approved KPIs 
	SOEMD,

MoF
	5
	50

	Improved Public Financial Management Systems

	10
	Finance Sector Coordination
	Improved coordination across the Finance Sector as evidenced by the number of Finance Sector Advisory Committee meetings held in FY 2012/13
	4
	Minutes of meetings
	CEO, MoF
	1
	4

	11
	Procurement systems 
	Database maintained with information on all tender board decision
	1
	Database report
	Procurement MoF
	2
	2

	11
	Procurement templates
	Procurement templates and contracts finalized and distributed to line Ministries
	1
	Circular letter to Line-Ministries
	MoF
	3
	3

	13
	Strategic Plan for Internal Audit
	Strategic Plan for Internal audit across Government approved and under implementation
	1
	Evidence of Cabinet approval and first implementation reports
	Internal Audit, MoF
	3
	3

	8
	Public accounts
	Public accounts for 2011/12 submitted by end October 2012
	1
	Letter to Audit Office 
	Accounts, MoF
	4
	4

	13
	Audit Office Reporting
	Audit Office Activity Report for 2011/12 submitted to Parliament within 8 months from end of period
	1
	Copy of approved Audit Report
	AO
	2
	2

	13
	Audit of Public Accounts
	Audit Office Report on the 2011/12 Public Accounts will be completed within 8 months of submission from MoF
	1
	Date of Audit Opinion
	AO
	3
	3

	8
	PEFA
	PEFA assessment undertaken and Report made public on MoF website
	1
	MoF Web site extract
	MoF
	3
	3

	Maintenance of Overall Fiscal Discipline

	
	Budget Planning Committee
	Budget Cycle adhered to and links with planning strengthened as evidenced by Budget Planning Committee meetings taking place at least quarterly in FY 2011/12. (Number of meetings) (since last assessment)
	4
	Minutes of meetings
	EPPD, Budget & Aid - MoF
	1
	4

	15
	Debt Sustainability Report
	Debt sustainability Report produced by the new Debt Management Unit for the 2013/14 budget preparation
	1
	Debt Sustainability Report
	Aid and Debt Mgmt Division
	4
	4

	15
	Management of arrears
	Reduced levels of arrears as per targets set in 2012
	1
	Updated arrears monitoring report
	MoF
	3
	3

	14
	Budget cycle
	Adherence to budget cycle for the budget preparation process in preparing 2013/14 budget
	1
	Copies of budget circulars
	Budget, MoF
	3
	3

	15
	Debt Management Unit 
	MTDMS reviewed with new targets agreed for 2013/14
	1
	Contracts for staff. Fiscal strategy with inputs on debt strategy /performance
	Aid, MoF
	2
	2

	Consultation and engagement of stakeholders

	16
	Communication strategy
	Communication/ engagement strategy for private sector and civil society under implementation
	1
	Reports from Engagement meetings and copy of engagement program
	MoF
	4
	4

	Other milestones

	
	Updating Customs Database
	The MfR customs database, ASYCUDA, will be upgraded
	1
	Copy of upgrade report
	MfR
	2
	2

	
	Inland Revenue Staff Training
	Staff training programme under implementation
	1
	Copy of training report
	MfR
	2
	2

	
	Inland Revenue Taxpayer Info
	Improved accessibility and quality of information made available for tax payers and introduction of taxpayer education campaigns
	1
	MFR publications and web site and education campaign reports
	MfR
	4
	4

	
	Updating Tax legislation
	The revision to IR income tax legislation approved by Parliament and enacted
	1
	Copy of New Income Tax Act and Income Tax Administration Act
	MfR
	5
	5

	
	Training for line-Ministries
	Training programme on accounting procedures  and Finance One rolled out to 50% of line-Ministries 
	1
	Training programme and copies of training reports
	Accts + Systems Support 
	4
	4

	
	Max. Possible Score
	
	
	184

	Note 1:  The funding agreement signed between GoS and AusAID will allow for AusAID to exercise discretion as to the payment of fixed and variable tranches. This will enable AusAID to recognise where macro-economic factors outside the control of GoS have prevented achievement of major milestones (such as a natural disaster or global economic downturn) and where milestones, including meetings as specified in the table of indicators above, do not represent or facilitate meaningful achievements in public financial management within the spirit and intent of the agreement.  Such discretion would be exercised in consultation with GoS stakeholders.  
Note 2: Independent technical expertise will review the progress of the fixed targets and form part of the overall assessment of public financial management reform.


� R. Duncan and H. Codippily,  Identifying Binding Constraints in Pacific Island Economies, 


� Taken from -  SIDA, Public Financial Management in Development Co-operation: A handbook for SIDA staff


� Progress as listed in Annex 3 of PFM Reform Plan Phase 2 which can be found at � HYPERLINK "http://www.mof.gov.ws/Portals/195/Services/Procurement/PFM%20REFORM%20PLAN%20Phase%202.pdf" ��http://www.mof.gov.ws/Portals/195/Services/Procurement/PFM%20REFORM%20PLAN%20Phase%202.pdf�


� The EU’s program requires GoS to meet ‘fixed’ targets of progress in implementing the water sector plan, macroeconomic stability and PFM reform. Variable milestones include cost recovery from water supply, water quality and water governance requirements. The majority of these targets have been met to date. Of particular note is that in early 2011 GoS failed to meet a variable water quality milestone which resulted in a reduction in EU’s annual tranche of funding. This reduction attracted high level political attention which has encouraged the sector to get back on track.


� Support from ADB and World Bank would be in the form on a loan. As GoS has currently exceeded it’s debt-to-GDP ceiling it has indicated that it will not be requesting further loans in the coming year and this has been reinforced in the 2011/12 fiscal strategy statement which outlines a plan to bring Samoa’s external debt to under 40% of GDP in the medium term. 


� Reference letter from CEO of MoF to AusAID Nov 12 2011. As highlighted in the ANS, improving the capacity of MPs is a politically sensitive issue. MoF has therefore only recently finalised plans and negotiations to provide this support, and the plans were therefore not explicitly stated in the PFM Reform Plan. MoF’s approach is likely to lead to greater buy-in from the MPs for training plan. 


� These areas of risk are identified in the Samoa Assessment of National Systems


� Final 2010 PEFA report and scores available at http://www.mof.gov.ws/Portals/195/PEFA%20Report%20Assessment.pdf


� Government of Samoa, 2011/12 Fiscal Strategy Statement. In 2010/11, official external debt was calculated at 47% of GDP Note that GoS expects this to rise to 53% in 2011/12 but then to reduce to below the 40% target over the medium term


� At the time of the preparations of GoS’s 2011/12 budget, AusAID only anticipated having $4 million available for this program. How the additional $1 million will be recorded is discussed under ‘Use of funds by GoS’ below.


� This coverage was confirmed by Working in Partner Government Systems staff at the QAE Review.


� IMF Staff Missions are carried out in the off year to the bi annual IMF Article IV Missions. These missions are usually carried out in February/March of each year


� Under whatever mechanism succeeds the Budget Measure or from Samoa’s base allocation


� Conversations with MoF officials indicate that funding will be notionally allocated to teacher’s salaries.


� For example, if teacher salaries are the nominated areas of use for the funds, reports would show that an equivalent or greater amount of funds was used towards Output 3 of the Ministry of Education’s budget, Teaching Services.


� The first listed number indicates the corresponding overarching Policy action Matrix milestone in Annex 2


� Italicised reference numbers refer to the corresponding action listed in Annex 1 of GoS’s PFM reform Plan Phase 2 which can be found: � HYPERLINK "http://www.mof.gov.ws/Portals/195/Services/Procurement/PFM%20REFORM%20PLAN%20Phase%202.pdf" ��http://www.mof.gov.ws/Portals/195/Services/Procurement/PFM%20REFORM%20PLAN%20Phase%202.pdf� 
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