UfMS 2021 Budget

Line Item 2021 Budget 2020 Budget
1 Activities-Operational Expenditure
1.1 Technical support for projects and activities
Promoting regional dialogue 1.138.201 1.004.300
Promoting regional projects and initiatives 957.901 890.000
Total 2.096.101 1.894.300
1.2 Platforms, regional experts groups meetings & conferences
Promoting regional dialogue 1.107.599 1.249.700
Promoting regional projects and initiatives 156.300 191.000
Total 1.263.899 1.440.700
1.3 Follow-up and monitoring for projects and activities
Promoting regional dialogue 170.000 182.000
Promoting regional projects and initiatives 170.000 183.000
Total 340.000 365.000
1.4 Outreach & visibility for projects and Activities
Promoting regional dialogue 200.000 200.000
Promoting regional projects and initiatives 200.000 200.000
Total 400.000 400.000
Subtotal activities-operational expenditure 4.100.000 4.100.000
2 | Human Resources
2.1 | Executive direction and management
Executive management 180.000 180.000
Seconded Staff cost 715.000 715.000
Total 895.000 895.000
2.2 | Advisors and seconded experts
Seconded expert (allowances) 77.000 77.000
Seconded Staff cost 785.000 785.000
Total 862.000 862.000
2.3 Technical and administrative staff
Technical and administrative Staff 1.375.988 1.375.988
Total 1.375.988 1.375.988
2.4 | Employer Social Security
Employer Social Security 412.012 412.012
Total 412.012 412.012
Subtotal Human Resources without seconded staff 2.045.000 2.045.000
Subtotal Human Resources 3.545.000 3.545.000
3 General Administration
3.1 Leases 136.800 136.800
3.2 | Office Services and Maintenance 180.500 167.600
3.3 | Consultancy Services 110.100 100.100
3.4 Transport 3.500 4.500
3.5 Insurances 9.500 11.000
3.6  Utilities 191.000 203.500
3.7 | Banking and similar services 1.000 1.000
3.8 Other Services 36.700 39.400
3.9 | Furniture, Equipment and others 85.900 91.100
Sub-total General Administration 755.000 755.000
4  CONTINGENCY RESERVE
4.1 | Contingency reserve 20.000 20.000
Subtotal contingency reserve 20.000 20.000
GRAND TOTAL 8.420.000 8.420.000
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I. Introduction and Overview

The UfMS budget is the instrument for the implementation of its work programme. The 2021 budget has
been drafted using best practices on budgeting methodologies namely the Activity-Based Budgeting (ABB),
taking into account the activities to be carried out and the new needs foreseen for the following budgetary
period and based on previous years’ experience. In this regard, the 2021 Work Programme has been drafted
under the assumption that activities will be held “physically” as from the second quarter 2021, if the
epidemiological situation allows. Depending on the evolution of the covid-19 pandemic, the implementation
of the activities could be reverted to an on-line format.

The total amount of 8,42 MM EUR of the 2021 budget has been maintained at the same level as the one
of 2020.

Owing to sound internal management systems, results of successive audits on UfMS accounts, use of funds
and processes, are positive and with unqualified opinions (15 audits: 2 mid-year audits of 2013, 2014, 2015,
2016, 2017, 2018, 2019 and 1°* semester 2020). To continue on this basis, the UfM Secretariat is taking
further actions in order to sustain improvement in sound financial management over the longer term and
increase qualitative dimensions. In this respect, Activity-Based Budgeting aims to assure a more efficient
use of resources in full coherence with UfM priorities and objectives as per the Work Programme, allowing
a stronger steer in the budget process towards increased optimisation and efficiency.

Activity Based Budgeting

DECRIPTION 2021 Budget 2020 Budget
1 ACTIVITIES-OPERATIONAL EXPENDITURE 4.100.000 4.100.000
2 HUMAN RESOURCES 3.545.000 3.545.000
3 GENERAL ADMINITRATION 755.000 755.000
4 CONTINGENCY RESERVE 20.000 20.000
TOTAL 8.420.000€ 8.420.000€

While keeping main building blocks, the focus in the Activity-Based Budgeting is shifted from budgetary
inputs (traditional presentation) to how the budget contributes to the UfMS Core Activities and to the
attainment of UfMS objectives as shown below. Priority setting, budgeting and reporting take place within
the same conceptual framework. Thus, offering a clearer and operationally more relevant view of how funds
and contributions are used.

This requires a budget structure based on Action’s Instruments and Core Activities. Activity-Based Budget
structure changes only the nomenclature by grouping budget lines in an operationally more meaningful way.
Many of the traditional chapters are now spread over several Action’s Instruments and Core Activities. The
same background information will be available for each article or item in the traditional presentation (figures,
budget lines, etc.).

Action’s Instruments:

e Technical Support for projects and activities (TS).
Platforms, regional experts’ meetings & conferences (PC).
Follow-up and monitoring missions for projects and activities (FM).
e OQutreach & Visibility of projects and Activities (OV).

Core Activities
e Promoting regional dialogue.
e Promoting regional projects and initiatives.
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Human Resources and General Administration are structured by destination in consistency with International
Standards of Accounting (International Public Sector Accounting Standards- IPSAS), while maintaining a
simplified classification by nature.

Overview of 2021 Budget (activity-based presentation):
Line Item 2021 Budget 2020 Budget
1 Activities-Operational Expenditure

1.1 Technical support for projects and activities

Promoting regional dialogue 1.138.201 1.004.300
Promoting regional projects and initiatives 957.901 890.000
Total 2.096.101 1.894.300
1.2 Platforms, regional experts groups meetings & conferences
Promoting regional dialogue 1.107.599 1.249.700
Promoting regional projects and initiatives 156.300 191.000
Total 1.263.899 1.440.700
1.3 Follow-up and monitoring for projects and activities
Promoting regional dialogue 170.000 182.000
Promoting regional projects and initiatives 170.000 183.000
Total 340.000 365.000
1.4 Outreach & visibility for projects and Activities
Promoting regional dialogue 200.000 200.000
Promoting regional projects and initiatives 200.000 200.000
Total 400.000 400.000
Subtotal activities-operational expenditure 4.100.000 4.100.000
2 Human Resources

2.1 Executive direction and management

Executive management 180.000 180.000
Seconded Staff cost 715.000 715.000
Total 895.000 895.000
2.2 Advisors and seconded experts
Seconded expert (allowances) 77.000 77.000
Seconded Staff cost 785.000 785.000
Total 862.000 862.000
23 Technical and administrative staff
Technical and administrative Staff 1.375.988 1.375.988
Total 1.375.988 1.375.988
2.4 Employer Social Security
Employer Social Security 412.012 412.012
Total 412.012 412.012
Subtotal Human Resources without seconded staff 2.045.000 2.045.000
Subtotal Human Resources 3.545.000 3.545.000
3 General Administration
3.1 Leases 136.800 136.800
3.2 Office Services and Maintenance 180.500 167.600
3.3 Consultancy Services 110.100 100.100
3.4 Transport 3.500 4.500
3.5 Insurances 9.500 11.000
3.6 Utilities 191.000 203.500
3.7 Banking and similar services 1.000 1.000
3.8 Other Services 36.700 39.400
3.9 Furniture, Equipment and others 85.900 91.100
Sub-total General Administration 755.000 755.000
4 CONTINGENCY RESERVE
4.1 Contingency reserve 20.000 20.000
Subtotal contingency reserve 20.000 20.000
GRAND TOTAL 8.420.000 8.420.000
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e Operational expenditure (Activities) is the core cost centre of the Secretariat and directly linked to the
work programme. The 2021 operational expenditure of the Secretariat, dedicated to its projects and
initiatives, is 4,1 MM. The amount foreseen is the needed allocation to enable the launching,
implementation and follow up of 2021 activities as described in the work programme. However, the
distribution among its components is being adjusted taking into account needed adaptation to the covid-
19 pandemic challenges through reinforcing the online/hybrid Platforms and Expert Group Meeting
organisation component to cope with increased efforts in regional dialogue, and enhancing the use of
the Technical Support component, including using in house experts.

o Human Resources: Resources allocated in 2021 (3.545 MM) are the same as 2020. Also, the amount
foreseen in real figures without seconded staff cost is stabilised compared to 2020. The allocation in HR
covers needs in terms of reinforcement of staff dealing with monitoring, contracting, financial
management and reporting tasks of financial partnership agreements, while keeping a stable proportion
of staff costs as regards allocation to Activities which allows to cover existing positions and additional
resources in fields where expertise and support are most needed.

e General administration: this budget component has been drawn up according to the estimated needs.
In 2021, the cost expected in this chapter is less than 10% of the total budget. The Secretariat maintains
a cost control in its general administration expenditure avoiding substantial increase as a result of
improved internal management and increased efficiency during previous years. Although the capacities
of the Secretariat are increasing, including necessary additional working space allocated since 2018 with
subsequent facility services and more particularly adaptation measures for safe working spaces in line
with precautionary measures during covid-19 pandemic, including conversion of working methods into
teleworking tools and online and virtual platforms, the estimated amount is established at 0,755 MM
similar to 2020. Indeed, 27% of general administration costs are considered as an investment in
reinforcing the internal capacity and the optimisation of internal processes and tools, as described in the
work programme, to allow UfMS to further improve its internal management system.

Consumption of 2020-2019
The estimated consumption of 2020 budget up to December is approximately 6,5 MM EUR which represents
77,17% of the Budget.

This forecasted level of consumption January-December shows a decrease of consumption of (-14,82%)
compared to 2019 figures for the same period. However, this estimated rate of implementation (77,17%) is
higher than midterm estimation shared early summer referring to a level of 65%. This update is taking in to
account the efforts made during last months to adapt several activities to covid-19 pandemic constraints in
terms of launching, contracting and implementation.

2020** (October 2020* (May

estimation) estimation 2019
Level of consumption January-December 6.497.681 5.485.411 7.745.598
Budget 8.420.000 8.420.000 8.420.000
% Consumption vs. budget 77% 65% 92%

(*) May estimation provided to the SOM of June 2020
(**) October estimated figures for 2020 subject to final cost of regional forum and other activities
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II. Budget Resources: Contributions

Financing UfMS budget is based on shared contributions by the Member States (MS) on a voluntary and
balanced basis, as well as from the European Union's (EU) budget. As for 2021, 4,21 MM EUR for each part is
foreseen as global contribution to the UfMS budget.

1-

The European Commission has confirmed its contribution from the European Union's budget of 4,21
MM EUR which represents 50% of the UfMS budget.

While keeping the main two components of its financial model (EU and MS), the profile of MS
contributions is evolving. Indeed, the UfM Secretariat in its continuous effort to sustain the
development of its activities through diversified ways of funding, and in addition to general
contributions to UfMS annual budget (non-earmarked funds), some Member States and other
institutions (International Organisations, MS Cooperation Agencies, other entities, etc.) are providing
Dedicated Contributions. These contributors participate to the financing the UfM Secretariat Core
Activities (Activities Operational Budget) earmarking their funds/resources to a specific sector,
activity, operation etc. as per the work program. These contributions are (in real figures and/or in
kind) framed through written arrangements and/or conventions of partnership including provisions
of cost-sharing, where applicable, settlement of final amount and specific reporting. Funds
(contribution in real figures) are used in accordance with UfMS rules and procedures with due respect
to aforesaid agreements requirements.

In this context, the Swedish International Development Agency (Sida) and the UfM Secretariat have
sighed a multi-annual financial agreement to support UfM core activities in favour of a more
sustainable and inclusive development in the region to deepen and amplify UfM specific cooperation
initiatives and core activities promoting regional dialogue. Sida’s support is focused on the Middle
East and North Africa (MENA) countries, within the wider frame of the UfM mandate. This dedicated
contribution constitutes part of UfM Budget Resources as financial contribution. This cooperation
agreement has been extended by way of an addendum for two additional years (2021 and 2022) and
has included a new component of forwarding of funds (sub-granting) devoted to UfM Water Agenda
which falls under the UfM statuary mandate in terms of support to regional initiatives and sectorial
mandate as per the relevant ministerial conference declaration on water but not included as such in
the budget having regard to contractual requirements with operating grant of the European
commission.

The seconded staff component, which constitutes part of the resources provided by MS to UfMS
Budget, is estimated taking into account both, the experience of previous years (since 2013 where
this component was included in the UfM Budget Resources) and turnover of seconded staff.

Expected 2021 UfMS contributions Amount €
Contribution of the European Commission 4.210.000
Contribution of Member States 4.210.000
Financial Contributions 2.710.000
Provision of Human Resources 1.500.000
Total Budget 8.420.000

The foreseen MS contributions, 4,21 MM EUR are composed of 2,71 MM EUR as financial support including
both general and dedicated contributions, and 1,5 MM EUR as a provision of human resources from Member
States (Seconded Staff gross salaries) based on previous years’ experience/actual figures.
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In this respect, commitment from Member States is needed by the end of 2020 with pledges for financial
support given that budgetary predictability is essential in order to implement the 2021 work programme.

At another level, a joint declaration between the Federal Ministry for Economic Cooperation and
Development (BMZ) and the Secretariat of the Union for the Mediterranean (UfM) has been signed to enter
into a stronger partnership that seeks to push forward regional integration, support the creation of a wide
range of employment opportunities, in particular for young women and men, and boost trade within the
region and beyond. The Implementation Agreement is between GIZ and UfM Secretariat was signed in 2019
to put into operations this cooperation and initiate joint actions the cost of which will be partially or totally
taken over by GIZ. In addition, as part of UfM adaptation covid-19 pandemic and support to regional
initiatives in the region, under this Implementation agreement, a UfM grant scheme has been launched
during 2020 through a competitive call for proposals and will generate grant contracts in 2021.

Funds received and pledges: State of play as of end of October 2020

i 2020 Disbursed 2020 in kind contributions

Countries 2019 . .
funds (estimation)

Algeria 20.000 € 27.900 €
Bulgaria 10.000 € 10.000 €
Croatia 10.000 €
Cyprus 5.000 € 5.000 € 85.950 €
Egypt 134.604 €
France 400.000 € 400.000 € 276.438 €
Germany (*) 400.000 € 400.000 €
Greece
Hungary 10.000 €
Ireland 25.000 €
Israel 17.824 € 50.000 €
Italy 111.000 € 55.000 € 224.000 €
Jordan
Lebanon
Luxemburg 30.000 €
Malta 20.000 € 122.728 €
Monaco 30.000 €
Morocco (**) 200.000 € 158.822 €
Portugal 20.000 € 20.000 € 200.399 €
Slovakia 10.000 €
Slovenia
Spain (***) 500.000 € 345.000 € 103.850 €
Swedish (****) 960.000 € 1.290.861 €
The Czech Republic 3.899 €
The Netherlands 140.000 € 100.000 €
Tunisia 70.600 €
Turkey 20.000 € 20.000 € 93.779 €
Member States Contributions 2.813.824 € 2.824.760 € 1.499.070 €
European Commission (****%) 2.520.000 € 3.872.799 €

(*) The amount of contribution of Germany does not include at this stage earmarked funds as per the Implementation agreement
with GIZ that will depend on each cost-sharing arrangement and related final actual amount

(**) The contribution of Morocco for 2019 was transferred and received in 2020 and included in 2020 accounts as per the accounting
rules in addition to the contribution for 2020 budget.

(***) Spain contribution of 2020 amounted 500.000 including support to UfM Regional Forum and 25 anniversary

(****) The final amount of Sweden will depend on the actual expenditure incurred at the end of the period in accordance with the
Financial Agreement.

(*****) Final amount received from EC will depend on the actual expenditure at the end of the period.
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[ll. 2021 FIGURES- Activity Based Budgeting (ABB-Presentation)

Context and overview
The UfM Secretariat is committed to further modernising its internal management system. In this effort it
acknowledges that the permanent objective at the centre of this improvement, i.e. placing the priorities
firmly at the heart of its organisation and processes, stand a better chance to be achieved if accompanied by
the introduction of additional methodologies and instruments that would enable it to allocate in a more
optimised way its limited resources to priorities and core business. In this respect, the Secretariat is enlarging
as per 2021 budgetary year the implementation of the Activity Based Budgeting (ABB) methodology following
2016 first use and partial implementation. In consequence, the presentation of the UfMS forecasted use of
resources undergoes a significant transformation and becomes more relevant and accurate operationally.
The UfMS Secretariat as per its mandate and core missions on activity oriented framework is strengthening
more the link between activities and resources allocated to them, while at the same time is using more
accurate presentation of forecasted use of resources, thus contributing to increasing the efficiency and the
accountability of its work.
Activity Based Budgeting is the budgetary component of the wider Activity Based Management (ABM)
approach which aims to improving more the management process and allocation of resources in the UfMS,
as part of the overall UfMS internal management system in full coherence with the work programme and
related strategies.
The purpose of using the Activity Based Budgeting in the UfMS is to provide the means for an allocation of
resources which is consistent with institutional and operational priorities and a management of resources
which is itself consistent with pre-defined objectives.
The Activity Based Budget is structured into three main budget headings,

- Activities -Operational Expenditure

- Human Resources

- General Administration
in addition to the heading of contingency reserve.

Line Item 2021 Budget 2020 Budget
1 Activities-Operational Expenditure
1.1 | Technical Support for projects and activities 2.096.101 1.894.300
1.2  Platforms, regional experts groups meetings & conferences 1.263.899 1.440.700
1.3  Follow-up and monitoring for projects and activities 340.000 365.000
1.4 | Outreach & visibility for projects and Activities 400.000 400.000
Subtotal Activities-Operational Expenditure 4.100.000 4.100.000
2 Human Resources
2.1 | Executive direction and management 895.000 895.000
2.2 | Advisors and seconded experts 862.000 862.000
2.3 | Technical and administrative staff 1.375.988 1.375.988
2.4 | Employer Social Security 412.012 412.012
Subtotal Human Resources 3.545.000 3.545.000
3 General Administration
3.1 | Leases 136.800 136.800
3.2 Office Services and Maintenance 180.500 167.000
3.3 | Consultancy Services 110.100 100.100
3.4 | Transport 3.500 4.500
3.5 | Insurances 9.500 11.000
3.6 | Utilities 191.000 203.500
3.7 | Banking and similar services 1.000 1.000
3.8 | Other Services 36.700 39.400
3.9 | Furniture, Equipment and others 85.900 91.100
Subtotal General Administration 755.000 755.000
4 Contingency reserve
4.1 | Contingency reserve 20.000 20.000
GRAND TOTAL 8.420.000 8.420.000
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IV. Activity Based Budgeting — ACTIVITIES/OPERATIONAL EXPENDITURE

1. Action’s Instruments/Core Activities

The Operational Expenditure includes the activities of the UfM Secretariat as per the work programme which
are divided in four Action’s Instruments and displayed in matrix form: Action’s Instruments and Core
Activities.

An Action Instrument is the tool through which the UfMS articulates the strategies and activities described
in the work programme.

- Technical Support for projects and activities

- Platforms, regional experts’ groups meetings & conferences and activities

- Outreach and Visibility of projects and activities

- Follow-up and monitoring missions for projects and activities

Action’s Instruments
Technical Support for projects and activities (TS): covers all actions of expertise, comprising in house projects
support and analysis (projects managers/analysts), technical assistance (including studies and consultancies
services), and other services. It includes in particular the following main components:
- Technical support in house: Expenditure for experts in house, namely head of sectors, projects
managers and project analysts.
- Outsourced technical assistance: services contracts for consultancy, studies, service contract under
roster of expert’s framework, etc.
- Other services and related contracts such us translation services, training services etc.

Platforms, regional experts’ groups meetings & conferences (PC): covers all actions of projects” and
initiatives” promotions, events, technical workshops, experts’ group meetings and conferences. It includes in
particular the following main components:
- Organization of expert group meeting, seminars, institutional gatherings and conferences, etc with
related logistics, services and supplies.
- Publicrelations meetings and representations contacts.

Follow-up and monitoring missions of projects and activities (FM): covers all institutional missions and ones
related to projects and initiatives identification, coordination, launching, fundraising and monitoring,
including related travel insurance.

Outreach & Visibility of projects and activities (OV): covers both institutional outreach and public affairs as
well as project and initiative visibility and communication actions.

1 Activities-Operational Expenditure 2021 Budget 2020 Budget
1.1 Technical Support for projects and activities 2.096.101 1.894.300
1.2 Platforms, regional experts groups meetings & conferences 1.263.899 1.440.700
13 Follow-up and monitoring for projects and activities 340.000 365.000
14 Outreach & visibility for projects and Activities 400.000 400.000

Subtotal Activities-Operational Expenditure 4.100.000 4.100.000

The Core Activities are:
e Promoting Regional Dialogue
e Promoting regional project and initiatives
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Core Activities

Promoting regional dialogue: based on policy guidelines given by UfM MS in terms of regional policy
platforms in the framework of its mandate, the Secretariat is contributing to operationalize decisions taken
at political level through (i) the organization of regional and sub-regional sectoral dialogues and follow-up
activities, with a view to monitoring the progress in the implementation of Ministers’ commitments and
promoting the initiatives intended to foster cooperation in the region, and (ii) the exchange of best practices,
sharing of experiences, identifying new and innovative methodologies and developing regional and sub-
regional networks.

Promoting regional projects and initiatives: in this respect, priority is given to support, monitor and follow up
the implementation of already labelled projects as well as to develop project pipelines as appropriate in order
to maintain a balance between delivering results on the ground and developing new activities with a special
focus on putting in to operation the updated guidelines on labelling.

The estimated allocation of resources is presented below. This distribution is an estimated forecast according
to available information that might be further updated during the implementation:

Technical Platforms, regional Follow-up and Outreach &

Action's instrument / Core Activity Su|?port for experts- . m?mtorn?g for V|5|.b|I|ty for Grand Total
projects and meetings & projects missions projects and

activities conferences and activities activities
Promoting Regional Dialogue 1.138.200,00 1.107.600,00 170.000,00 200.000,00 2.615.800,00
Promoting regional projects and 957.900,00 156.300,00 170.000,00 200.000,00 1.484.200,00
initiatives
Grand Total 2.096.100,00 1.263.900,00 340.000,00 400.000,00 4.100.000,00

While keeping approximately the same appropriations as last year (4,1 MM euros), an adjustment is
envisaged in terms of instruments composition, namely with allocating more to Technical Support (+10,7%)
through using in house experts and technical assistance as appropriate to help in preparing and
conceptualizing online meetings and webinars.

As the duration and impact of the COVID-19 pandemic remains unclear at this time, the Platforms and
Regional experts’ groups for the first quarter has been forecasted as online/hybrid meetings mode.
Consequently, the cost associated to online meetings are lower than on-site one’s. This fact entails to a
reduction of the total in this budget line (-12,3%). Follow-up and monitoring for projects missions and
activities has been adjusted accordingly having regard to restrictions in mobility and travel bans related to
covid-19 pandemic.

As regards in particular the technical support, within the framework of existing overall resources and in
continuation of efforts made during 2014-2020, the UfM Secretariat is densifying in 2021 its activities,
projects and programmes with related allocation of resources through mobilisation of additional project
analysts as support to projects management and regional dialogue related tasks to allow a more
comprehensive and diversified technical support to project processing. In the activity-based presentation,
resources dedicated to project managers, project analysts, experts, etc. are devoted to projects processing
and follow up as they are directly involved in the field and are included as part of the technical support to
projects and activities.

In the same context, the capacities of the Secretariat are being developed to engage on the different concrete

activities as per the work programme. Avoiding increasing running cost, this scale up serves to increase the
Secretariat’s capacities to implement concrete activities according to its mandate, focussing mainly on:
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Reinforcing the promotion of concrete initiatives through targeted expertise and technical assistance for
analytical studies at regional level, formulation and assessment of innovative regional projects ideas at
initial stages, analysing projects results for replication and extension, mapping exercises of regional best
practices, improved coordination between various stakeholders on regional cooperation;

Consolidating the UfM role of a multi-stakeholder regional platform for policy dialogue through tailored
support to regional policy platforms, dialogue and network activities, preparation of Ministerial
conferences and respective follow up, work in new areas, expansion of regional multi-stakeholder’s
platforms to work on issues of interest for the region.

Technical support instruments such as individual’s experts’ rosters as well as technical assistance activities
will be further developed and mobilised to participate in the internal capacities reinforcement to implement
planned actions as per the work program.

2. Long-terms objectives/challenges

The Secretariat singled out two long-term objectives, which are broad in nature, spread over all UfMS
activities, complementary to each other and able to give a lead and legibility to all actors, services and units
in the Secretariat. Through its overall activity, it will promote action in the fields contributing to:

Human development in the region: specifically, through youth employability, women empowerment,
higher education and research, economic development and employment.

Regional sustainable development: specifically, through using its multi-partner approach to further
put in action the regional agenda on sustainable development and initiatives aiming at reinforcing
infrastructure, interconnectivity including energy, climate action, civil protection, environment and
water.

The estimated allocation of resources among them is as follows:

Platforms, Follow-up
Long term objectives/ Action’s instruments Technical regional exp.erts and 0u.tr.eaftzh & Grand Total
Support groups meetings . Visibility
monltorlng
& conferences
Strengthening Regional Integration through
connectivity and sustainable Development 1.489.300,05 679.600,00 176.500,00 200.000,00 2.545.400,05
UfM Contribution to Human development in
the region 606.799,95 584.300,00 163.500,00 200.000,00 1.554.599,95
Grand Total 2.096.100,00 1.263.900,00 340.000,00 400.000,00 4.100.000,00
The matrix analysis of Long-term objectives/Core Activities is displayed below:
Promoting Promoting regional
Long term objectives/ Core activities Regional projects and Grand Total
Dialogue initiatives

Strengthening Regional Integration through
connectivity and sustainable Development

UfM Contribution to Human development in the
region

1.547.950,03

1.067.849,98

997.450,03  2.545.400,05

486.749,98 1.554.599,95

Grand Total

2.615.800,00

1.484.200,00 4.100.000,00
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A. Human Development in the Region- Sectors/priority areas

Placing the people and their demands at the heart of Euro-Mediterranean cooperation, the UfM Secretariat
will address the root causes of challenges such as migration, violent extremism and terrorism by promoting
economic growth and social cohesion with particular emphasis on business development, employment,
higher education, research and innovation, women and youth empowerment.

More concretely, 2021 will see the consolidation of UfM activities in these fields through the implementation
of the Ministerial mandates adopted in the last years, namely on Employment and Labour, Trade, Women
Empowerment and Higher Education and Research.

New initiatives to promote economic cooperation, trade and investment at regional and sub-regional level
will be developed, with a strong involvement of the private sector, whose role will be reinforced in the
framework of the Med4Jobs Initiative.

The Secretariat will also follow the implementation of the beneficiary projects of the UfM Grant Scheme for
employment promotion, which actively supports non-profit organizations in the Mediterranean that work to
give people opportunities in view of the COVID-19-induced economic crisis. The grant scheme focuses on
projects that enable people to find jobs, continue to gain a living and improve their work and living conditions.
At the same time, it seeks to support projects that encourage entrepreneurship and improve the business
climate for Micro-, Small and Medium-sized enterprises (MSMEs) as crucial providers of employment in the
Mediterranean region.

Moreover, the follow-up on the results of UfM Progress Report on Regional Integration, mandated by
Member States, will be launched, covering different dimensions of regional integration, from Trade and
Foreign Direct Investments, to Financial Markets and Mobility.

Finally, given the importance of education as a prerequisite for development and stability, reinforced links
will be established between the fields of higher education, research and innovation, and other UfM areas of
action, notably employment, environment, blue economy and climate action, with a strong focus on mobility
and peer-to-peer learning. The results and recommendations of the Study on the Internationalization of
Higher Education in the Euro-Mediterranean Region will be presented in Bulgaria (if travel limitations do not
persist due to the COVID19 pandemic.(

Such developments will feed into the advancement of one of the major crosscutting issues under this
objective, namely youth empowerment. The UfM Secretariat will work towards finalizing its first Strategy for
Youth, which will seek to unleash the full potential of young people in achieving development and stability.
The sectors involved:

- Women Empowerment

- Youth

- Higher Education

- Research and Innovation

- Economic development

- Employment
Promoting Promoting regional
UfM Contribution to Human development in the region Regional projects and Grand Total
Dialogue initiatives

Social and Civil Affairs 359.480,40 156.480,39 515.960,79

Higher Education and Research 246.716,11 121.016,10 367.732,21

Economic Development and Employment 196.989,70 82.989,71 279.979,41
Grand Total 803.186,21 360.486,20 1.163.672,41
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A.1 Women empowerment

2021 specific objectives

In 2021, the UfM Secretariat will focus on promoting regional dialogue as well as concrete projects and
initiatives in the field of women empowerment and gender equality through Supporting the implementation
of the priorities set by the 2017 Ministerial Declaration:

- Implement the Ministerial Follow-up mechanism on Strengthening the Role of Women in Society
- Fostering women economic participation

- Combating violence against women and girls (VAWG)

- Technical Expertise Empowering women and girls with disability

Women Empowerment

Technical Support 187.004,16
Platforms, regional experts groups meetings & conferences 177.000,00
Follow-up and monitoring 25.071,43
Outreach & Visibility 28.500,00
Women Empowerment Total 417.575,59
A.2 Youth
2021 specific objectives

The UfM Roadmap, centred on youth’s potential for stability and development, mandates the UfM to launch
“A Positive Agenda for Youth”. The Union for the Mediterranean has therefore placed young people at the
heart of its action, focusing on empowering young people in the Euro-Mediterranean region and engaging
them as full partners in its activities and, more generally, in areas of regional priority, in view of unleashing
their potential as agents for change.

“The Secretariat will also ensure that the youth dimension is effectively mainstreamed in the main UfM
activities. Given the variety of potential actions in favour of youth, the Secretariat will facilitate exchange of
best practices, leadership, and capacity-building. It will contribute to the preparation of regional and
international youth processes related to the Mediterranean Region” (UfM Roadmap: An action-driven
organization with a common ambition —Barcelona, 23 January 2017).

Youth-related targets fall under several UN SDGs and are interrelated and transversal. The activities of the
UfM Secretariat under this cross-cutting sector will therefore contribute, to a larger extent, to the
implementation of the 2030 Agenda targets.

Youth
Technical Support 29.813,78
Platforms, regional experts groups meetings & conferences 15.000,00
Follow-up and monitoring 25.071,42
Outreach & Visibility 28.500,00
Youth Total 98.385,20

A.3 Higher Education

The activities of the UfM Secretariat in the area of Higher Education aim at contributing to the
implementation of SDG 4 “Ensure inclusive and equitable quality education and promote lifelong learning
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opportunities for all”, but also SDG 8.6 “Reduce the proportion of youth not in employment, education or
training (NEETs)”. Furthermore, questions related to gender equality and women empowerment (SDG 5),
reducing inequalities (SDG 10), environment (SDG 15) and climate action (SDG 13) will be mainstreamed
throughout the UfM Secretariat action in this area. Gender equality will be highlighted in all the events
and studies fostered by the UfM Secretariat, and bridging the gender gap on the STEM careers, for
example, will be a constant concern.
In 2021, the UfM Secretariat will focus on two main objectives:

1. Promoting the internationalisation of higher education in the region through the recognition of

qualifications, quality control, and academic mobility.
2. Promoting access to quality education for all in a context of growing digitalisation, preparing students

for labour market needs and improving the school-to-work transition.

Higher Education

Technical Support 82.444,68
Platforms, regional experts groups meetings & conferences 69.500,00
Follow-up and monitoring 18.571,43
Outreach & Visibility 28.500,00
Higher Education Total 199.016,11

A.4 Research and Innovation

The activities of the UfM Secretariat in the area of Research and Innovation aim to contribute to SDGs 9
“Fostering innovation” and 4 “Ensuring inclusive and equitable quality education for all”, as well as to all SDGs
where the Research and Innovation dimension plays a crucial role in their successful achievement.
Furthermore, questions related to gender equality and women empowerment (SDG 5), reducing inequalities
in the region (SDG 10) and environment and climate action (SDG 13) will be mainstreamed throughout the
UfM Secretariat action in this priority area. Finally, women empowerment is treated horizontally as a
priority in Research and Innovation, for instance in the ongoing activities on the innovation-

employment nexus.

In 2021, the UfM Secretariat will focus on two main objectives:
1. Developing future strands for sectorial cooperation on Research and Innovation, including the
linkage between innovation and employability.
2. Promoting Research and Innovation in the areas of agri-food systems, blue economy, migration and
integration, and environment

Research and Innovation

Technical Support 67.444,68
Platforms, regional experts groups meetings & conferences 54.200,00
Follow-up and monitoring 18.571,42
Outreach & Visibility 28.500,00
Research and Innovation Total 168.716,10

A.5 Economic development

The UfM Secretariat’s work in the sector of Economic Development focuses on further supporting regional
and sub-regional initiatives to:
— improve trade and investment flows, and strengthen value chains
— consolidating the ongoing efforts to promote private sector development with a focus on MSMEs,
— engaging further with Social Economy actors and players,
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— and building on the momentum started in the field of Digital Economy, Digital Transformation and
Creative Industries.

2021 specific objectives
1. Encouraging new initiatives and strengthening the implementation of on-going initiatives for trade
and investment facilitation;
2. Promoting economic regional integration in the Euro-Mediterranean area;
3. Engaging further in the fields of Industrial Cooperation, Digital Economy, Green Economy and Social
and Solidarity Economy;
4. Supporting MSMEs in the region.

Economic Development

Technical Support 29.418,28
Platforms, regional experts groups meetings & conferences 74.000,00
Follow-up and monitoring 25.071,43
Outreach & Visibility 28.500,00
Economic Development Total 156.989,71

A.6 Employment

The UfM Secretariat’s work in the field of employment will focus on further investing in the Med4Jobs
flagship initiative, as well as launching communities of practice corresponding to the four priority areas
identified by the UfM Member States, namely:
a. Supporting decent job creation and entrepreneurship;
b. Mobilising public and private stakeholders to create partnerships and synergies;
c. Building inclusive Labour markets to integrate potentially vulnerable and disadvantaged groups;
d. Investing in quality education systems and training, skills and employability in a changing world of
work.

2021 specific objectives
1. Broadening and intensifying action on employment and labour

2. Setting up a framework for national monitoring processes in the field of employment and labour

Employment

Technical Support 29.418,28
Platforms, regional experts groups meetings & conferences 40.000,00
Follow-up and monitoring 25.071,42
Outreach & Visibility 28.500,00
Employment Total 122.989,70

B. Regional sustainable development- Sectors/priority areas

With the aim of enhancing connectivity and cohesion in the Euro-Mediterranean region, the UfM Secretariat
will continue to promote a strong regional agenda on connectivity and sustainable development.

The UfM Secretariat will reinforce its activities on infrastructure, transport networks, sustainable urban

development, environment, water, blue economy, climate action, energy connectivity and sustainable
energy supply by holding the Ministerial Conferences on these issues in 2021. The Secretariat will adopt
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priorities and objectives that are relevant to the current UfM regional context, and equip the UfM with tools
to better address the post-2020 challenges.

Furthermore, the UfM Secretariat will reinforce synergies among global, regional, national and local levels to
implement its sustainable development agenda efficiently, and in line with the UN 2030 Agenda methodology
of action.

It will notably work with global partners in the promotion of climate finance, with national authorities in the
implementation of the UfM Water Agenda and its associated financial strategy, as well as with cities and local
authorities on their energy transition and energy efficiency through the UfM Energy Transition @Local
Initiative.
The Priority Areas involved are:

- Transport

- Urban Development

- Energy

- Climate Change

- Environment

- Blue Economy

- Water
Strengthening Regiona! Integration through connectivity and Promot.ing Regional Pro:’:c;}:gsrgi:;mal Grand Total
sustainable Development Dialogue e L
initiatives
Energy and Climate Action 402.285,15 129.585,14 531.870,29
Civil Protection 25.000,00 25.000,00
Transport and Urban Development 336.711,54 178.311,55 515.023,09
Water, Environment and Blue Economy 499.289,56 563.289,57 1.062.579,13
Grand Total 1.263.286,25 871.186,26 2.134.472,51

B.1 Transport

In 2021, the UfM Secretariat will continue to implement the mandate set out in the UfM Ministerial
Conference on Transport (Brussels, 2013 by contributing to the development of a more efficient, integrated,
interoperable, sustainable and resilient transport infrastructure network in the Euro-Mediterranean region,

with the ultimate aim of achieving deeper regional integration. The Secretariat will continue laying the
groundwork for the next UfM Ministerial Conference on Transport, possibly as of the last quarter of
2021.1

2021 specific objectives

More concretely, in 2021, the UfM Secretariat will focus on:

L At this point in time, the last quarter of 2021 seems to be the earliest possible timeframe for the organisation of the
next Ministerial Conference on Transport due to the disruption caused by the Covid-19 pandemic in the originally
planned 2020 schedule of some of the preparatory meetings for the elaboration of the planned deliverables of the
Conference.
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1. Preparing for the next UfM Ministerial Conference on Transport, in particular by finalising the key
deliverables of the implementation of the 2013 ministerial mandate, for provisional approval, at the
level of the UfM Regional Platform on Transport Connectivity and its Thematic Working Groups, at
the level of ad hoc and regular SOMs, and at the Conference.

2. Co-organizing joint activities with relevant international and regional organizations, building on
consolidated UfM partnerships, and contributing to significant events at regional and international
level.

3. Building strategic partnerships with other key international stakeholders with a view to engaging
them in joint activities including, among others, through their participation in the UfM regional policy
dialogue on Transport and the preparation of regional projects

Transport
Technical Support 136.272,08
Platforms, regional experts groups meetings & conferences 73.000,00
Follow-up and monitoring 25.071,43
Outreach & Visibility 28.500,00
Transport Total 262.843,51

B.2 Urban Development

The UfM Secretariat will continue to facilitate the work of the UfM Regional Platform on Sustainable Urban
Development on the deliverables of the Third UfM Ministerial Conference on Sustainable Urban
Development to be held in 2021. Key deliverables include the “UfM Strategic Urban Development Action
Plan 2040 for sustainable, resilient and inclusive cities and communities in the Mediterranean” and the “UfM
Action Plan on Housing”. The action plans promote inclusive and integrated planning, sustainable capacity
building, and strategic investment in future-proof infrastructure and services.

2021 specific objectives
In 2021, the work of the UfM Secretariat in the Urban Development sector will focus on the following actions:

1.

Facilitate the finalization of the deliverables for, and the organization of, the Third UfM Ministerial
Conference on Sustainable Urban Development;

Raise awareness about the Action Plans, in partnership with all relevant public and private
stakeholders, including local authorities;

Consolidate and build partnerships with universities, IGOs, NGOs, IFls and donors for the effective
implementation and monitoring of the action plans;

Launch and steer the overall implementation process of the action plans;

Support the implementation and monitoring of the adopted action plans, in partnership with
stakeholders.

Urban Development

Technical Support 109.608,16
Platforms, regional experts groups meetings & conferences 89.000,00
Follow-up and monitoring 25.071,42
Outreach & Visibility 28.500,00
Urban Development Total 252.179,58
B.3 Energy

The UfM energy-related activities are in line with the global agenda and the United Nations Sustainable
Development Goals (SDGs), they contribute particularly to the achievement in the Mediterranean region of
SDG 7 Ensure access to affordable, reliable, sustainable and modern energy for all; as well as to SDG 9
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Industry Innovation and Infrastructure and SDG 13 Climate Action. The UfM energy agenda is also aligned
with the European Union energy and climate objectives and priorities, namely the European Green Deal.

2021 specific objectives
In 2021, the UfM Secretariat will focus on promoting regional dialogue as well as concrete projects and
initiatives in the field of energy through:
1. The preparation and implementation of the next UfM Ministerial Meeting on Energy (foreseen to
take place in April 2021), supporting the work developed under the UfM Energy Platforms;
2. The support to local authorities in their efforts to achieve the energy transition as well as the
promotion of capacity building and a stronger involvement of the private sector;
3. The promotion of flagship initiatives and projects as well as institutional partnerships.

Energy
Technical Support 169.257,72
Platforms, regional experts groups meetings & conferences 17.500,00
Follow-up and monitoring 25.071,43
Outreach & Visibility 28.500,00
Energy Total 240.329,15

B.4 Climate Action

In 2021 and in line with the mandate issued from the 2nd UfM ministerial Meeting on environment and
Climate Action (December 2020) and its annexed Action Plan, the UfM Secretariat will work following the
Ministerial mandate and towards the implementation of the Action Plan

2021 specific objectives

The main climate related objectives for 2021 will focus on:

1. The support to the continuous scientific assessment of the impacts of climate change in the
Mediterranean basin;

2. The support to UfM members in their Nationally Determined Contributions (NDCs), through capacity
building on monitoring and the development of action plans for NDCs preparation and
implementation;

3. The promotion of climate finance regional information and its access for SEMed countries;

The support to youth engagement in climate action;
5. The promotion of flagship initiatives and projects as well as institutional partnerships

Climate Change

Technical Support 220.469,72
Platforms, regional experts groups meetings & conferences 17.500,00
Follow-up and monitoring 25.071,42
Outreach & Visibility 28.500,00
Climate Change Total 291.541,14

B.5 Civil Protection

2021 specific objectives

Following the 3rd meeting of Civil Protection Directors-General of the Member States of the Union for the
Mediterranean (UfM) held in Barcelona on 11-12 February 2019, UfM partner countries agreed to continue
deepening the discussion in the field of civil protection and disaster risk management. To this effect, they
decided to set up three working groups that will tackle the following themes:

- engaging citizens in disaster risk management,
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- civil protection volunteers,
- preparing for efficient mutual assistance in the Euro Mediterranean area.

Civil Protection

Technical Support 10.000,00
Platforms, regional experts groups meetings & conferences 15.000,00
Civil Protection Total 25.000,00

B.6 Environment

The UfM Secretariat maintains, as guiding principles for its activities and agenda, the Sustainable
Development Goals relevant to its mandate on environment, in particular SDG 12, 13, 14, and 15 and it will
as well strongly contribute to SDGs in other areas, such as SDG 8, 9 and 11.

Similarly, the UfM Secretariat gives paramount importance to the specific socio-economic needs and
challenges of the region related to the promotion of green jobs, environmental related migration, increased
opportunities for women and youth.

2021 specific objectives

The specific objective of 2021 will be to work towards the adoption of the 2" Ministerial on Environment
and Climate Action and follow up on the related political decisions; therefore, the UfM Secretariat is expected
to focus on the following objectives:

1. Reinforce regional dialogue around the 2" UfM Ministerial Declaration on Environment and Climate
Action as well as on the UfM “2030 Greener Med Agenda”, as instrument for the implementation of
its environmental component;

2. Structure the post-2020 portfolio according to main thematic axes of the UfM “2030 Greener Med
Agenda”;

3. Consolidate the existing - and promote new partnerships - in the region to maximize new
opportunities for collaboration within the “2030 Greener Med Agenda”.

Environment

Technical Support 331.279,05
Platforms, regional experts groups meetings & conferences 126.000,00
Follow-up and monitoring 16.714,28
Outreach & Visibility 19.000,00
Environment Total 492.993,33

B.7 Blue economy

The UfM blue economy related activities contribute directly to SDG 14 «Conserve and sustainably use the
oceans, seas and marine resources for sustainable development» as well as to SDG 12 «Ensure sustainable
consumption and production patterns». Furthermore, questions related to gender equality and women
empowerment (SDG 5) and reducing inequalities in the region (SDG 10) are regularly taken into account
throughout the UfM Secretariat action in this priority area.

2021 specific objectives
During 2021, the UfM Secretariat will focus on the following areas of action:
1. Supporting the process towards a 2" UfM Ministerial Meeting on Blue Economy;
2. Follow up on the Ministerial decisions and set the path towards the post 2020 Work Program on Blue
Economy;
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3. Consolidate the existing - and promote new partnerships - in the region to maximize new
opportunities for collaboration

Blue Economy

Technical Support 75.879,05
Follow-up and monitoring 16.714,28
Outreach & Visibility 19.000,00
Blue Economy Total 111.593,33
B.8 Water

The UfM Secretariat will be working during 2021 on the continued implementation of actions, initiatives and policy
dialogue agreed upon by the UfM Member States for the UfM Water Agenda in December 2018, in particular in
the four thematic priorities as well as to implement those activities that were not substituted by online means
due to covid19 pandemic.

e Water-Energy-Food Ecosystem Nexus (WEFE),
Climate Change adaptation and water Nexus,
Water-Employment-Migration Nexus (WEM),
And Water Access and Sanitation (WASH).

2021 specific objectives
In 2021, the UfM Secretariat will focus on the following areas of action:
1. Supporting the implementation of the UfM Water Agenda
2. Supporting the implementation of the UfM Financial Strategy for Water
3. Enhancing cooperation and ensure coherence with relevant partners and initiatives in the UfM

region.
Water
Technical Support 235.278,19
Platforms, regional experts groups meetings & conferences 187.000,00
Follow-up and monitoring 16.714,29
Outreach & Visibility 19.000,00
Water Total 457.992,48

C. Horizontal activities reinforcing UfM capacity for action related to: Human Development
and Sustainable development in the region

C1. Building Strategic Partnerships

Given the important role that partnerships have in the promotion of the UfM as a platform for regional dialogue
and cooperation, and in an effort to increase the visibility and impact of its activities in the region, the UfM
Secretariat engages in strategic partnerships with key regional stakeholders.

Specific focus is paid to:

i institutional relations: with key global, regional and sub-regional stakeholders to establish the UfM as a
unigue multi-stakeholder platform for regional dialogue and cooperation in the Mediterranean. These
partnerships focus mainly on enhancing relations with key actors involved in regional cooperation,
coordinating efforts and creating synergies between their respective efforts.
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ii. reinforcing strategic partnerships with key actors involved in regional cooperation: to finance UfM
initiatives and projects labelled by its Member-States. A special attention is given to the reinforcement of
partnerships with financial institutions and bilateral and multilateral donors, who contribute to the
operational budget of the Secretariat as well as to the implementation of labelled projects.

Furthermore, the UfMS seeks to build strategic partnerships with projects promoters, as well as to maintain an
open dialogue with associated stakeholders.

As part of its efforts to strengthening strategic institutional partnerships with a set of key potential donors
for UfM activities and projects, the UfM Secretariat has begun a gradual move from project-specific
fundraising activities to wider and more structured long-term partnerships with some of the region’s major
partners, liable to support UfM projects and activities on a thematic basis.

e Swedish International Development Agency (Sida):

- lastJuly 2020 Sida and the UfM Secretariat concluded an addendum to the existing cooperation,
extending the implementation period of the cooperation agreement until the end of 2022.

- Furthermore, the global amount of the cooperation agreement has been increased of approx.
€1,5 million that will be forwarded by the UfM Secretariat to our partner GWP-Med, in the
framework of the UfM Water Agenda.

- During 2021, the UfM Secretariat will implement the 2021 work plan, formulated in coherence
with the 2021 Work Program of the UfM Secretariat, according to the priorities jointly defined
with Sida.

e Norwegian Royal Ministry of Foreign Affairs:

- The cooperation agreement with Norway, covering UfM labelled projects in the field of gender
equality, was renewed and enlarged end of 2019, to finance labelled projects addressing women
and youth empowerment and strengthening gender equality and job creation in particular in
North Africa.

- During 2021, the UfM Secretariat will closely monitor the implementation of the UfM labelled
projects funded under the agreement.

e “Support to the UfM on Employment and Trade” provided by the German Federal Ministry for
Economic Cooperation and Development (BMZ) and commissioned to GIZ.
- The project is based on a Memorandum of Understanding between BMZ and UfM, aimed at the
advancement of regional integration, employment promotion and regional trade, implemented
by GIZ, with a total budget of € 5 Million for the period 2018-2021.
- Focused on the priority areas of employment and trade, the project objectives for the two
priority areas are:
o Capacity Development for UfM-Secretariat
o Increased contribution of UfM multi-stakeholder dialogues to the regional exchange on
employment and trade
o Development and implementation of measures in UfM Member States, particularly in
North Africa and Middle East
- During 2021, the UfM Secretariat will implement the 2021 work plan formulated according to
the priorities jointly defined with GIZ and in coherence with the UfM Secretariat Work
Programme.

As part of its funding strategy, the UfM Secretariat will intensify bilateral exchanges with potential financial

partners, such AFD, AECID, The Netherlands and Italy, as well as explore any innovative ways of additional
funding for UfM Secretariat activities and projects.
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C2. Transversal Activities

Tourism

2021 specific objectives

The UfM Secretariat aims to support the tourism sector by thrusting knowledge or lessons learned on
regional or global tourism policy frameworks, advocating for responsible tourism while promoting tourism
as a driving force towards economic growth, inclusive development, facilitating accessible tourism,
enhancing skills, harnessing innovation and digitalisation, and environmental sustainability. Given that
tourism has cross-linkages with the other sectoral activities of the UfM Secretariat, it will continue being dealt
with transversally focusing on sustainable tourism, environmental preservation and green growth, Blue
Economy, private sector development, decent job creativity especially for youth and women and social
inclusiveness.

In 2021, the UfM Secretariat will focus on promoting regional dialogue as well as concrete projects and
initiatives in the field of tourism.

Migration and development

An Expert Working Group (WG) on Displacement will explore in 2021, in line with the guidance and
direction of the UfM Co-Presidency, and in close consultation and cooperation with the European
Commission, along with other key international stakeholders/knowledge partners, including the
IFIs, how harmonised multidisciplinary public policy and development strategies can help minimize the
underlying drivers and structural factors of forced displacement and how the UfM could possibly contribute
to efforts towards mainstreaming and scaling up at regional level the implementation of agreed international
and European policy frameworks to this end.

2021 specific objectives
In 2021, the UfM Secretariat will focus on:

1. Identifying missing data for verified, consolidated and multi-sourced estimates of the number of
people internally displaced or at risk of becoming displaced across the region.

2. Analysing, through interdisciplinary research, main drivers, patterns and impacts of internal
displacement in the region to help develop risk-informed sustainable and resilient macro-regional
development strategies that could provide tailor-made advice and support to regional and national
policy-making.

3. Exploring possibilities for synergic action with key international stakeholders, including the IFls,
academia and NGOs.

C3. Operational Activities

Project processes and reflection on the label

The UfM Secretariat will continue to maintain, consolidate and improve the Project Monitoring System, as
the reference tool for validated information and coherent and horizontal output on projects. Continuous
effort will be undertaken internally to ensure that the system remains relevant, updated and useful in view
of providing an accurate and reliable overview of UfM labelled projects, internally and for the UfM Senior
Officials.

Following the revision of the labelling approved by the Member States in 2018, in 2021 the UfM Secretariat
will continue to ensure the effective application of the approved recommendations, in particular:
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e Encourage the discussion of projects to be potentially labelled within the UfM sectoral regional
platforms, as a way of raising interest of and receiving feedback and support from all Member States,
promoting complementarity and avoiding duplication with other ongoing activities in the region.

e Support, when justified, to label “Initiatives” or “Programmes”, which would by definition aim to
promote a common regional approach and to cover as many countries as possible in the Region, even
though individual projects may remain national. This would have the added benefit of allowing for
a more aligned and systematic approach within a given sector across the region.

Communication and public affairs

The UfM Communication & Public Affairs Unit will focus on communicating effectively the 2021 initiatives,
activities and achievements of the UfM Secretariat, increasing the visibility, awareness and overall
understanding of the organization’s mission and role among its key target audiences and the general public.

Should the Day of the Mediterranean be endorsed by the Member States during the 5th UfM Regional Forum,
a communication strategy to raise visibility and awareness around the Day will constitute a priority for the
year 2021. Human success stories will also take an important place in the UfM communication efforts as a
concrete and tangible contribution of strengthening regional cooperation and delivering results that have an
impact on people’s lives.

Following the 25th anniversary of the Barcelona Process in 2020 and in the midst of the COVID-19 health and
economic crisis, the Secretariat’s communication actions will stress the overarching message that there is a
renewed momentum for a forward-looking and positive agenda in the region. In that regard, the Secretariat
will put an emphasis on communicating the developments and initial results of the UfM Grant Scheme for
employment promotion as a regional response to pandemic’s economic consequences.

Keeping informed and fostering engagement with the UfM main target audiences, in particular with the
media, closer partners (UfM ecosystem), opinion leaders and influencers will also be part of the 2021
communication endeavours.

The main target audiences of the UfM Secretariat are:
- Government representatives, ministers, senior officials, parliamentarians, civil servants, etc.

- International and regional organizations active in the Mediterranean

- International Financial Institutions and development agencies

- UfM-labelled project promoters

- Opinion leaders: Think Tanks, Universities, researchers, experts, policy analysts
- Influential journalists and media actors

- Youth, as a transversal component to be integrated into all key audiences

Promoting Promoting regional
Reinforcing UfM capacity for action Regional R & . g R Grand Total
. projects and initiatives

Dialogue
Strengthe'nmg Regional Integration through connectivity 284.663,78 126.263,77 410.927,54
and sustainable Development
UfM Contribution to Human development in the region 264.663,77 126.263,78 390.927,54
Grand Total 549.327,54 252.527,54 801.855,08
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V. Activity Based Budgeting — HUMAN RESOURCES

Overview

The UfM Secretariat continues to simplify and rationalise working methods, to lower overheads and to
ensure the efficient use of scarce resources, aligned to the priorities as per its work programme. In a context
where, an update of UfMS internal regulations (Statues, Staff Regulations, Implementing Rules, Anti-
Corruption and Anti-Fraud Policy and Code of Conduct) has been adopted by the Member States and where
rigorous cost savings and continuous efforts to achieve efficiency gains continue to be demanded from all
public administrations, the UfMS maintains its commitment to meet its priorities and to implement planned
activities with a constant overall human resources cost while seeking opportunities of optimizations and
efficient use of available resources.

To this effect,

1-

2-

In line with the same approach as for the technical support for projects and initiatives (in-house experts)
and mobilisation of related sectorial expertise, the internal capacities of the Secretariat will be further
developed in terms of qualified management and technical staff to engage in the different concrete
activities as per the work programme. Within these agreed frameworks and overall constant cost,
technical and administrative resources need to be sufficient to guarantee the efficient
implementation of the tasks at hand through optimization of existing resources, re-allocation and
internal mobility approaches and targeted recruitment and/or replacement in areas where support
functions are needed to accompany activities increase such as accountability and reporting
requirements owing to diversification of ways of funding and partnerships.

This reinforcement of internal capacities in terms of human resources through optimization of overall
cost includes further strengthening necessary accompanying measures including performance
appraisal process, promotion procedures, training programmes and upgrade of HR policies with
related allocation of resources as per the approved update Statutes, Staff Regulations, Implementing
Rules, Anti-Corruption and Anti-Fraud Policy and Code of Conduct.

As part of the overall planning and HR management instruments, the progressive implementation
started in 2019 of the new regulations is a milestone for the upcoming years, allowing both smooth
and orderly transition from multiple contractual regimes to a unified one with subsequent change
management, developing and putting into operation processes mentioned above in point 2.

Likewise, the Secretariat’s human resources evolve within the framework of lean management to
mitigate normal turnover of its staff members and to meet activities’ needs namely the project and
initiatives portfolio growth, requirements of cooperation programmes with partner institutions,
regional dialogue processes and to answer related implementation challenges. In this regard, in 2021
further efforts both in terms of secondments and targeted recruitments in fields where expertise and
support are most needed and critical will be made in accordance with limited resources and including
internal recruitment and internal mobility deploying existing staff to areas with emerging needs.

In this context, the update of the Secretariat’s legal framework was finalized in 2018 in line with best
practices in similar institutions and inter-governmental organizations following a long process of
preparation during 2016-2017 and covering its Statutes and Staff Regulations and introducing
Implementing Rules for the Staff Regulations as well as a Code of Conduct and an Anti-Fraud and
Anticorruption Policy, aiming at aligning the legal framework with the current Secretariat’s profile in
terms of portfolio activities growth and simplifying and harmonizing the regulations for the better
fulfilment of principles of equal treatment and accountability, as well as supporting efforts for
geographical balance and promotion of ethical culture. This update was successfully implemented in
its first year in 2019 based on orderly internal action plan paying due regards to its main objectives,
to needs to ensure business continuity and budget constraints.
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During 2021, the UfM Secretariat will:

- Continue the process of implementation and related actions i.e. contract conversion. Indeed,
the process of employment contract conversion has been quasi finalized with the majority
of the staff contract converted into the new staff regulation and implementing rules regime.

- Initiate further steps dealing notably with series of instruments in relation to promotion and
performance schemes, benefits packages, training policy, etc. as follow up and continuation
of substantial progress has been made in the performance evaluation scheme during 2020.

- Maintain its work to further develop the instruments of internal organization and planning
i.e. through regular update of the organigram and the staffing plan. In this context, an update
Staffing Plan has been prepared and submitted for the 1st SOM of 2020.

- Pursue its action to support the mechanism of governance notably the oversight committee
and launch the establishment advisory board. In this respected, the members of the UfM
Oversight Committee have been nominated and notified. The first meeting was scheduled
during 1st quarter 2020 but was prevented by the circumstances of covid-19 outbreak.
Online preparatory sessions are foreseen for the committee to start and get acquainted with
the institution functioning.

Resources allocated to Human Resources heading are as follows:

Human Resources Estimated cost for 2021 Estimated cost for 2020

Executive direction and management 895.000 895.000
Advisors and seconded experts 862.000 862.000
Technical and administrative staff 1.3875.988 1.375.988
Employer Social Security 412.012 412.012
Sub-total Human Resources 3.545.000 3.545.000

Annexes to this document provide more information on:

- UfM Secretariat internal structure, detailed organigram and list of positions
- Staffing plan with a forecast of needs.

As these documents are instrumental for the HR management and of dynamic nature, their update will be
made on an annual basis.

Executive Direction and Management comprises i) the Secretary General, ii) the Senior Deputy Secretary
General, iii) the Deputy Secretaries General and iv) Directors of Departments. Their distribution by priority
area/department is as follows:

Number of Number of
Executive Direction & Management i:::fx::): isn p;sclltt:zr:iri‘:t Total nfu.nber of
seconded staff seconded staff positions
cost estimation cost estimation
Cabinet & SG Office 3 3
Business Development 1 1
Transport & Urban Development 1 1
Energy & Climate Action 1 1
Water & Environment 1 1
Higher Education and Research (*) 1 1
Social & Civil Affairs 1 1
Directorate for Operations & Partnerships 0 1 1
Legal & Administration 1 1
10 1 11

(*) Vacant position
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Advisors and Seconded experts include a number of diplomats and experts seconded by UfM Member States
to the Secretariat. The breakdown in terms of duties and assighment to UfMS Divisions/Departments and/or
areas of work, is presented below:

Number of Number of
Advisors & Senior Experts i::::';:’: isn pi(r,\sclltt::r:i r:: ' Total nfar.nber of

seconded staff seconded staff positions

cost estimation cost estimation
Cabinet & SG Office 2 1 3
Economic Development & Employment 2 2
Transport & Urban Development 0 0
Energy & Climate Action 2 2
Water & Environment 0 0
Higher Education and Research 2 2
Social & Civil Affairs 1 1

9 1 10

Technical staff is composed of heads of units, officers, analysts and assistants ensuring the day to day
functioning of the Secretariat and the continuity of its services. The breakdown in terms of assignment and
duties to UfMS internal functions and units is as follows:

Technical and administrative staff Number of positions

Cabinet & SG Office

Economic Development/ Energy & Climate Action
Transport & Urban Development/ Social & Civil Affairs
Water & Environment / Higher education & Research
Public Affairs & Communications

Deputy Director Legal & Administration

Legal Advice

Finance & Contracts

Human Resources

Corporate Services & Services Support

General Support

Directorate of Operations and Partnerships

w

P R OWwWwu R, R AR R R

N
)

In line with the analysis and assumptions mentioned above, allocation of months of short terms are foreseen
to cover emerging needs, unforeseen situations and further develop UfMS internal capacities.

Likewise, the UfMS internship programme for 2021 as previous years foresees internship positions for an
estimated number of 10-15 for an average period of 6 months.
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VI. Activity Based Budgeting — GENERAL ADMINISTRATION

2021 specific objectives and major actions

Taking into account the different levels of progress during previous years in terms of internal management,
namely in improving the internal mechanisms of activities” governance, accountability and compliance with
internationally recognized standards, enhancing the quality of its processes and instruments towards
optimization of resources, 2021’s main objectives will focus on the following directions:

Strengthen the internal mechanisms for business continuity, adaptation of internal process and
pivoting capabilities to respond to disasters and high exposure disruption.

Reinforce the internal capacities of the Secretariat to meet requirements and challenges derived
from its role of platform and focal point of multisource funding. Therefore, strengthening
mechanisms of funds management and channeling resources to final recipients will represent a key
area of 2021 action plan.

Streamline the Secretariat processes and working methods both in terms of financial, operational
and resources management and in terms of corporate and logistical support in order to better
implement its activities and fulfil mandates given by the Member States.

Sustain a sound internal and financial management in order to ensure compliance with applicable
rules and regulations, in particular following the internal legal update approved by the Senior
Officials in July 2018 and its first year of enforcement (2019) as well as the increased accountability
requirements resulting from activities and partnerships growth as well as from diversification of
funding sources and mechanisms.

General Administration 2021

Activities & Projects 204.100
Adapting internal functioning and business continuity during and beyond covid-19 pandemic 58.500
Investing in internal capacities and optimization of resources 45.000
Reinforcement of digitalization and optimization of ICT components 49.000
Continuous, sustainable sound financial management and streamlining internal processes 51.600

General 550.900
Leases 136.800
Office Services and Maintenance 128.000
Consultancy Services 58.500
Insurances 9.500
Transport 3.500
Banking and similar services 1.000
Utilities 176.000
Other Services 36.700
Furniture, Equipment and others 900

Grand Total 755.000

General administration 2021 2020

Leases 136.800 136.800

Office Services and Maintenance 180.500 167.600

Consultancy Services 110.100 100.100

Transport 3.500 4.500

Insurances 9.500 11.000

Utilities 191.000 203.500

Banking and similar services 1.000 1.000

Other Services 36.700 39.400

Furniture, Equipment and others 85.900 91.100

Grand Total 755.000 755.000
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Adapting internal functioning and business continuity during and beyond covid-19 pandemic

As initiated in 2020, UfM Secretariat services will continue in 2021 its dedicated action plan to adapt the
internal functioning and capabilities striving to come to terms with the impact the coronavirus pandemic is
having on UfM activities. This action plan is structured around 3 axes: i) Prioritize people (staff and non-staff)
safety and continuous engagement; ii) Reshape internal working methods for business continuity; ii)
Resumption of work in premises and adapt to the new normal

i)

i)

Prioritizing people (staff and non-staff) safety and continuous engagement through:

Providing regular information on covid-19 outbreak's and related precautionary measures on the
basis of relevant authority’s guidance.

Enforcing teleworking measures for all UfM Secretariat staff except for the business continuity
team

Enacting preventive measures with providers to ensure minimum service while ensuring
protection of their staff (optimized services of cleaning, gardening...)

Reshaping internal working methods for business continuity by:
Maintaining the business continuity team established since march 2020 and composed of the
UfM Secretary General, the Executive Director of Operations and Partnerships, and the Deputy
Director of Legal and Administration.
Ensuring day-to-day work in operational and administrative fields including finance, contracts,
legal advice, HR and corporate and support services.
Adopting remote work methods and tools and reinforcing internal guidelines for their use to
support all staff internal work and meetings and sectorial activities online meetings of platforms
and webinars.
Adapting and reinforcing guidance and procedures issued in 2020 for legal and contracting
procedure to unlock suspended procedures and define way to continue delivering under the
exceptional circumstances on the basis of European Commission best practices and FAQs.
Resuming of work in premises and sustain the “new normal” measures:
Maintaining a prudent, progressive and flexible process to return to work in premises in the form
of stages, while maintaining teleworking as an important norm, i.e.:
= stage 1: one person per Division/Department;
= stage 2: shifts in the form of Teams: Team A and Team B per division/department,

working each in alternate way two days and three days a week in the workplace and

teleworking rest of the time, with a maximum of 50% of staff at the same time at UfM

premises with two teams A and B.
This process will continue having the health and safety of all at the heart of preoccupation and
aligning our steps in this regard with Host Country measures, include necessary protective and
organizational measures. It will continue be supported by the advice of professional company of
occupational health and safety at work and remain subject to adaptation when need arises and
in accordance with evolution of measures decided by the Host country.
Updating IT plan (investment in applications, software licenses and devices) to recover and
improve internal capabilities in software, hardware and IT support.
Revisiting cash flow plan and medium-term forecasts.

Reinforcement of digitalization and optimization of ICT components

Throughout previous years, the UfM Secretariat has put in place several applications, databases and tools
(financial and accounting systems, database of Memoranda of Understanding and Agreements, Project
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Monitoring System, etc.) to better manage, monitor and report on its activities, and made further efforts,
especially during 2016-2019 to operationalize them to its profile of business.

During 2021, the UfM Secretariat will focus its efforts to:

- Continue and strengthen the sustainability of management of its ICT assets, in terms of i) reinforcing
the pair system in its main applications with a functional focal point (dealing with functionalities) of
the system and a technical focal point (dealing with IT administration of the application); ii) enlarging
the technical support to guarantee the maintenance, the incident management of its applications;

- Take necessary steps to put into operation a helpdesk and IT expert capacity to support UfM
Secretariat in managing its IT infrastructure and related installations after a short term solution was
put in place for helpdesk services with package of hours during 2020.

- To move to the second phase in 2021 in terms of optimization of IT solutions and infrastructure put
into operation for the UfM Secretariat staff to work into two sites, in terms of servers and VPN
management, firewalls set up and systems of data use and sharing. In this respect, a second firewall
was purchased during 2020 and is being presently installed and configured as minimum requirement
solutions. A more comprehensive protection and security package with more firewalls/back up
firewall either physical or in cloud type is under study.

- After sharing data and VPN solutions have been further developed during 2020 owing to urgent
needs generated by the covid-19 outbreak and subsequent teleworking requirements, a new and
update version of Microsoft 365 capacities, One Drive functionalities as well as VPN and team-viewer
resources, will be launched in 2021 to enhance further UfM internal capacity.

- Continue its ongoing work in order to enhance the interplay and interconnection between
applications in the perspective to centralize data for management use, and following technical
analysis during 2018 and first actions in 2019 a solution including components of privacy by design
will be developed for the integration of the Financial System application (Bizagi) and the Accounting
System application (Microsoft NAVISON) via an appropriate interface. This integration will ensure
more security for the transactions along with confidentiality, availability and integrity with data
finally stored in the accounting system in the sense that accounts are only affected by authorized
transactions processed in the financial system. It will support the reduction of manual processing
and reduce transactions’ time especially in terms of issuing payments through bank transfers.

- Finalize the ongoing internal project of documents” management application in order to better
manage, use and safeguard all documents of the Institution in terms of working documents,
technical, legal and administrative documents, studies and analysis papers in an organized manner.
The documents” management is a second phase following electronic filing allowed by the financial
system (all documents of technical nature and administrative nature are saved in the expenditure
cycle in the financial system) that will enable an optimized use of available documents and
institutional memory. At another level, the documents” management solution will ensure security
and integrity of available data as it will allow the use of copies while safeguarding originals. The
exploitation of documents capital of the Institution will be made easier and optimized through the
interface of the documents” management application.

- Finalize the action plan covering i) assessment of systems and ICT assets as well as ii) development
and/or maintenance of applications such the intranet. In this context,

e pursue and finalize IT Governance Consultancy: process initiated to align the UfM to
international IT standards in terms of infrastructure, security and best practices.
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e finalize the upgrading the Intranet and SSO (single sing on): authentication scheme that will
allow UfM staff to log in with a single ID and password to any of several related, yet
independent, software systems currently in use. This is continuation of the Internal Portal put
in operation in 2018 and stabilized in 2019 notably to enlarge its functionalities to include on
one hand more capabilities of devices allocation, inventory and management and on the other
hand more functionalities such as the creation of a unified database for the management of
institutional external contacts asset, with the scope of insuring the persistence of data, the
control of rights and the organization of the external contacts lifecycle.

Likewise, all ICT services and assets will be streamlined through progressive alignment to internationally
recognized standards such as ITIL (Information Technology Infrastructure Library) with the necessary
adaptation to UfM Secretariat profile of business. This compliance process with international standards will
ensure a professionalization of all IT working methods, investment and management actions and better
rationalize new actions benefiting from high level and up to date methods (enabling better needs analysis,
better selection of solutions and technologies and rational for the equation of in-house activities and
outsources ones) and provide framework allowing a strategic planning on the matter. The adoption of ITIL
targets the improvement of the level of service provided by IT team with the definition of SLOs (Service Level
Objectives).

These efforts are being accompanied by a progressive update and adaptation of the Secretariat’s internal
procedures, circulars and manuals to reflect automated processes and authorization workflow.

Investing in internal capacities and optimization of resources

During 2021 and in the context of diversifying and adapting its instruments of technical support to better
ensure proper follow up and monitoring of its increasing activities, the Secretariat will direct its efforts
toward:

- Preparation of new guidelines for several components of event/conference and platform meetings
and new ToRs for the new Framework contract. This will encompass also enhancing its standards
operations procedures (SOP) for conference and events management in order i) to streamline the
planning of its conferences and expert’s groups meetings, ii) to strengthen the design and
preparation of these gatherings for better use of available resources, iii) to optimize the resources
used for these events through better costing on the basis of experience of previous years and best
practices and enhancing the partnership with the providers while ensuring adherence to
requirements of public procurement, accountability and transparency

- Further development of guidelines and procedures for online meeting and webinars taking into
account the circumstances of covid-19 outbreak.

- Putting in place remote online interpretation system: new technical support which allows simple
management of online events, platform and conferences for simultaneous translation.

In order to accompany the activities growth, the UfM Secretariat’s general resources, logistics and support
services are being further optimized and enhanced in terms of equipment and facility services and working
space. As initiated in 2017 and 2018 (finalization of the archiving room, video conference, data centers, etc.),
efforts made in terms of allocating additional working space with subsequent facility services -renting
temporary working space- as well as fitting out works, facility services and telecommunications related.
During 2019 and 2020, necessary actions were taken to accompany the re-allocation plan and putting in place
support actions to facilitate work into two sites.

During 2021, the UfM Secretariat will pursue its action for:

- Improving the working methods and technical arrangements for working into two sites with regard

to circulation of dossiers, information sharing, meeting organization, security and access while
keeping same quality standards in both sites as well as better using the available space.
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- Revising its official registry processes and mailing management in order to put in place an upgraded
Official Registry taking into account both the logistical feature of being into two site and the IT
aspects of the registry. The upgraded UfM official registry is intended to deal with the following
functions : receive, record and distribute incoming and internally created mail of all kinds ; open and
index files, attach relevant papers and pass the files to action officers; build up and control all
officially registered files and other documentation in their care, so that they can be produced quickly
by means of effective indexing, classification and tracking procedures; know the location of all
officially registered files in their care and be able to produce them quickly, by means of effective
indexing, classification and tracking procedures; provide storage, repository and reference services
for all officially registered files and other documentation in their care; record and arrange for the
efficient and timely dispatch of all correspondence produced by the officers they serve.

- Enforcing its archiving procedures following the putting in to operation of the archiving room, its
equipment and the circular on archiving during 2018-2019. Operating templates and routing slip will
be further developed to ensure that documents as per the established nomenclature are archived
centrally, retained the applicable durations/terms and that outdated documents following the
internal rules are removed to keep an optimized archiving documentation.

- Improving UfM Secretariat compliance with environmental standards and best practices in
workplace in terms of waste management, plastic use, recycling, energy use etc. An action plan will
be established following best practices and taking into account the nature of its activities and
characteristics of its sites.

Continuous, sustainable sound financial management and streamlining internal processes

Results of successive external audits on the Secretariat’s accounts, use of funds and processes are positive
and with unqualified opinions.

This sound management is continuous. In this respect, auditing processes covering the Secretariat’s financial
statements prepared under IPSAS (International Public Sector Accounting Standards) and expenditure
verifications have been further enhanced during 2019 and 2020 through dedicated audits as per grant and
cooperation agreements as well as by fostering a comprehensive approach of its accounting system under
IPSAS, allowing thus a full picture of its resources and financial situation. In this respect, during 2020, the
Accounting system has been updated and a module to follow up specific funds has been settled, in order to
have control of the budget of these funds (i.e Sida, GIZ, etc) and how they are expended. This way of working
allows to isolate from all the entries, the ones related to these specific funds and will allow us to get better
control on the development of the activities.

During 2021, risk management and internal control framework as well as simplification and streamlining the
Secretariat’s internal processes and procedures, will continue to be further enlarged towards more
comprehensive policies and internal processes, notably business continuity plan and internal control
standards as per internationally recognized standards adapted to the UfM Secretariat context. Likewise,
budgeting and financial management processes, in continuation of steps taken, will be enhanced through
enlarging progressively the scope of Activity Based Budgeting (ABB) methodology to the whole of the
Secretariat’s budget in terms of resources allocations, so that the budget structure reflects the activity profile
and use of funds of the Organization.

In this context, during 2021 the UfM Secretariat will more specifically:

- Furtherreinforce its funds management policy with a more detailed standards operating procedures
for grant management and sub-granting in line with European Union standards and procedures and
in compliance with the Financial Regulations to meet requirements of funds channeling to final
recipients. In this context, during 2020 the UfM Secretariat issued a first update of the UfM donor’s
funds management on the basis of the last update of PRAG in terms of grants. In addition, this
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update has been put into operation through grant dossiers under the cooperation agreement with
Norway.

Work toward staring a formal process of pillar assessment following tests made in previous years
and follow up actions that took place during 2018-2019.

Develop tools in order to enforce methodologies of Result based management in its financial and
accounting systems.

Strive to align its procedures and practices with Internal control standards and management of risks
recognized methodologies notably EU-based ones and COSO ones’ through updating and upgrading
its internal manuals and policies. In this regard, mechanism of segregation of duties and avoidance
of incompatibilities will be strengthening between the authorizing officer and the accounting officer
duties. In this respect, during 2020, charters of authorizing officer, accounting officer and code of
processional standards of financial actors have been prepared and put in place.

Propose an internal audit scheme to be put in place in UfM in line with EU financial regulations and
international best practices and taking into account the size of the Secretariat and its resources
Work with the governance mechanism established notably the oversight committee and provide
needed support and information to facilitate the performance of its duties

Enhance the accountability and transparency schemes through making available more
documentation on its use of funds to its MS and to the public notably through its website.

Initiate process for putting in place a data protection policy with needed assessment, benchmarking
and external technical support.
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VII. 2021 UfMS Financial framework statement (IPSAS based)

In this section, the 2021 overall financial framework is presented in accordance with the International Public
Sector Accounting Standards (IPSAS), in line with the Statement of Comparison of Budget and Actual cost of
the Financial Statements. Under this presentation, the financial framework contains appropriations for
expenditures and funding in addition to ones covered by the Operating Grant with European Commission
(difference as per entity basis) as well as accounting basis differences.

The difference as per the entity basis is explained by financial resources received to fund specific projects
and activities outside the scope of the European Commission Operating Grant Agreement (Column A). The
financial resources (dedicated contributions) are explained in the chapters “Il. Contributions” and “C.1
Building Strategic Partnerships” and are the following:

- Resources and Activities under the Cooperation Agreement No 10402 between UfM and Swedish
International Development Cooperation Agency related to forwarding funds (column D). The
addendum signed in 2020 for two additional years (2021 and 2022) includes a new component of
forwarding funds which is outside the scope of the EC Operating Grant Agreement. The funding to
support UfM core activities are considered part of the Operating Budget (Column B).

- Resources and Activities under the Framework Implementation Agreement (12/2008-12/2021)
between UfM and Deutsche Gesellschaft Internationale Zusammenarbeit (GIZ). The contributions
are established thorough specific grant/financing agreement. The following financing agreements
are not included as part of the Operating Grant Agreement:

e Agreement no 81259043 “Establishing the UfM Regional Initiative for economic response to
the COVID-19 Pandemic” to support initiatives, projects, and institutions that respond to the
employment-related economic consequences of the COVID-19 pandemic (forwarding funds)
(Column E)

e Agreement no 81243105 “Support regional dialogue on facilitating employment and private
sector/businesses development in the frame of Blue Economy agenda in the Mediterranean
Region” which are part of the co-financing of the Grant Agreement No/Ref 881619 with
EASME. (Column F)

New Financing agreements will be subject to review whether they support activities linked with

the UfM core activities contained in 2021 Work Programme and therefore attributed to the

Operating Grant Agreement. If not, they will be assigned separately (Column E).

- Activities under the Grant Agreement No/Ref 881619 between UfM and Executive Agency for Small
and Medium-sized Enterprises (EASME) for the period from 1st November 2019 to 31st October
2022 for “Promoting the Blue Economy in the Mediterranean Sea Basin” (Column F).

- Activities under the Cooperation Agreement No/Ref NAF-18/0002 between UfM and Norwegian
Ministry of Foreign Affairs which support UfMS labelled projects addressing women and youth
empowerment and strengthening gender equality and job creation in particular in North Africa
through forwarding funds (Column G).

The indirect costs of some of this agreements mentioned below are considered as additional funding included
in Other Revenue in the column A.

The difference as per the accounting basis is mainly explained by the activation of the assets and the related
amortization for the period and the inclusion of services in kind such as the rent of the office (related to the
Headquarter premises: Palau de Pedralbes) (Column 1).

The Operating Grant Budget (Column A) which is the sum of the columns B and C corresponds to the figures
as per the chapter Il with some differences on the presentation of the information. While the ABB budget is
based on activities (each cost is allocated to a specific action/activity when they can be clearly identifiable)
this presentation is based on the type of cost (following accountancy rules).

Secretariat of the Union for the Mediterranean, C/ Pere Duran Farell 11, 08034 Barcelona, Spain, Tel. +34 93 521 4100, Fax. +34 93 521 41 02
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Operating Budget of the UfMS Work Programme presented as per IPSAS
(Accounting presentation for the purpose of the UfM Financial Statements)

Non-earmarked Eaf;nr'::irrl‘(:d Oper::z:g)G rant

Revenue A B C
European Commission Contribution 4,210,000 4,210,000
Member States contribution 1,456,630 1,136,000 2,592,630
Capital Grant transfer to result
Services in-kind 1,500,000 1,500,000
Other Revenue 117,370 117,370
Interest revenue
Total revenue 7,284,000 1,136,000 8,420,000
Expenses
Operating expenses 1,882,200 1,020,000 2,902,200
Wages, salaries and employee benefits 3,126,800 116,000 3,242,800
Human Resources in kind 1,500,000 1,500,000
Supplies and consumable used 755,000 755,000
Grant and other transfer payments
Depreciation and amortization expenses
Impairment of property, plant and equipment
Other expenses 20,000 20,000
Finance costs
Total expenses 7,284,000 1,136,000 8,420,000

Union pour la Méditerranée

Union for the Mediterranean

Lo giall Jal (e slasy)
Financing agreements and Other dedicated contributions

Sida:' E:;:’:f
for;:::zmg GIz agreement/ Norway
Glz

Revenue D E F G
European Commission Contribution 329,361
Member States contribution
Capital Grant transfer to result
Services in-kind
Other Revenue 1,158,757 1,695,000 100,000 292,348
Interest revenue
Total revenue 1,158,757 1,695,000 429,361 292,348
Expenses
Operating expenses 565,000 370,000 47,429
Wages, salaries and employee benefits 59,361

Human Resources in kind

Supplies and consumable used

Grant and other transfer payments 1,158,757 1,130,000 244,919
Depreciation and amortization expenses

Impairment of property, plant and equipment

Other expenses

Finance costs

Total expenses 1,158,757 1,695,000 429,361 292,348

Secretariat of the Union for the Mediterranean, C/ Pere Duran Farell 11, 08034 Barcelona, Spain, Tel. +34 93 521 4100, Fax. +34 93 521 41 02



Union pour la Méditerranée
Union for the Mediterranean

Lo il Jaf o alasyt

Comprehensive UfMS financial situation
2021 UfMS Financial framework statement (IPSAS based)

Operating Budget of the UfMS Work
Programme presented as per IPSAS

2021 Financing Agreements/dedicated contributions

EASME

Non- Earmarked Operating Sidu:. grant Others.: ufms
earmaked funding Grant forwarding Giz agreement/ Norway Af:countmg Framework
(A+B)) funds P differences

Revenue A B C D E F G / J
European Commission Contribution 4,210,000 4,210,000 329,361 -42,950 4,496,411
Member States contribution 1,456,630 1,136,000 2,592,630 -42,950 2,549,680
Capital Grant transfer to result 276,526 276,526
Services in-kind 1,500,000 1,500,000 653,743 2,153,743
Other Revenue 117,370 117,370 1,158,757 1,695,000 100,000 292,348 3,363,474
Interest revenue 0
Total revenue 7,284,000 1,136,000 8,420,000 1,158,757 1,695,000 429,361 292,348 844,369 12,839,835
Expenses

Operating expenses 1,882,200 1,020,000 2,902,200 565,000 370,000 47,429 3,884,629
Wages, salaries and employee benefits 3,126,800 116,000 3,242,800 59,361 3,302,161
Human Resources in kind 1,500,000 1,500,000 1,500,000
Supplies and consumable used 755,000 755,000 653,743 1,408,743
Grant and other transfer payments 1,158,757 1,130,000 244,919 -85,900 2,447,776
Depreciation and amortization expenses 0
Impairment of property, plant and equipment 276,526 276,526
Other expenses 20,000 20,000 20,000
Finance costs 0
Total expenses 7,284,000 1,136,000 8,420,000 1,158,757 1,695,000 429,361 292,348 844,369 12,839,835
Indirect Costs 0 56,800 57,938 _ 2,632 117,370

The Secretariat of the Union for the Mediterranean

Palacio de Pedralbes. C/ Pere Duran Farell 11. 08034 Barcelona. Spain. Tel: +34 93 521 4100. Fax: +34 93 553 9040
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Budget circular and methodology
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UfM Audit policy

UfM External Auditor

UfM Policy on Internal Control Standards
UfM policy on risk management
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UfMS Budget Main principles

Unity and

These principles are to be observed in drawing up and executing Redieay

the budget. These eight principles are essential to ensure that
appropriations are used in accordance with the principle of sound
financial management, namely in accordance with the principles
of economy, efficiency and effectiveness that, in budget
preparation, all activity proposals for
undertaking UfMS expenditure will be forced to compete for
resources, and that priorities will be established across the whole
range of UfMS operations.

Unit of Specifica-
account tion

1. Annuality. Budget appropriations are related to a specific

budget year.

2. Unity. Revenue and expenditure should be considered Sound
together to determine annual budget targets. The budget 2’;:';‘8':' Transparency
should cover all UFMS operations, so that the budget ment

presents a consolidated picture of these operations and is
approved, as a whole, in the SOM.

3. Universality. All resources should be directed to a common pool or fund, to be allocated and used
for expenditures according to the current priorities of the UfMS.

4. Equilibrium. Revenue and payment appropriations shall be in balance.

5. Unit of account. The multiannual financial framework and the budget shall be drawn up and
implemented in euro and the accounts shall be presented in euro.

6. Specification. Specific, measurable, achievable, relevant and timed objectives shall be set for all
sectors of activity covered by the budget.

7. Sound Financial Management. Appropriations shall be used in accordance with the principle of
sound financial management, namely in accordance with the principles of economy, efficiency
and effectiveness. This is essential to ensure that, in budget preparation, all activity proposals for
undertaking UfMS expenditure will be forced to compete for resources, and that priorities will be
established across the whole range of UfMS operations. The principle of economy requires that
the resources used by the institution in the pursuit of its activities shall be made available in due
time, in appropriate quantity and quality and at the best price.

8. The principle of efficiency concerns the best relationship between resources employed and
results achieved.

9. The principle of effectiveness concerns the attainment of the specific objectives set and the
achievement of the intended results.

10. Transparency. The budget is established in compliance with the principle of transparency,
ensuring sound information on implementation of the budget and the accounts.
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UfMS BUDGET PREPARATION CIRCULAR

PRroJects For PROGRESS
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General indications

Indicative ceilings

Quality assurance

Timeline

The Budget will be mostely formulated as per the method of
"activity-based budgeting-ABB" (Activity oriented approach) used
partially in 2016 and more exstensively in 2017 and 2018. The
term activity means project, initiative, programme within a priory
area.

eBudget preparation consultations and meetings will be organised
to provide guidance on the elements of the methodology and
samples of application.

+The budget may be prepared within the ceilings dedicated to
priority areas and horizontal activities and similar.

«Contribution of each Division/Department should be focused on
reasonable and prudent number of projects/initiatives per area.

*Budget Estimates per Activity and Action' Intruments are
prepared by each project manager/ focal point of each
project/initiative. The Budget Estimates shall be validated by the
Line Manager.

*Budget Estimates per Activity and Actions's Instruments should
be concise and brief; and prepared in the Excel format following
the template attached. The figures may be rounded to nearest
thousands.

*No lump-sum provision should be made or proposed to be made
in the budget. All items should be proposed according to the
prescribed detailed of expenditure.

*You are requested to forward cost estimates by activity and
actions'Instrument by the date mentioned in the Budget
timetable. A summary as per your division/department will be
provided by Finance.
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Budget Guidelines Circular
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1. What is the Budget?

In this Circular, the term budget means the UfMS Budget. The budget consists of several volumes that set
forth the Secretariat financial proposal with recommended priorities for allocating resources. The main
Budget volume contains the Secretary General Budget message, the Budget Explanatory Note and other
broad statements of policy. The annex contains detailed information by Budget building blocks, headings,
lines, programs, and activities. Other volumes provide complementary views of the budget. Most of the
information contained in the budget is, or is based on, information you submit for your priority area/units
and programmes in response to this Circular.

2. What is the legal requirement to prepare the Budget?

The UfMS Statutes (section IIIV and IX) requires the Secretariat to submit a budget. The Secretariat
formally transmits his proposals for allocating resources to the Senior Officials through the budget.
Indeed, the Secretary General submit before the 1 October of each year to Member States Senior
Officials the draft annual Budget for the Revenue and the Expenditure of the Secretariat. Before the 1%
December of the same year?, the Senior Officials adopt the annual budget with any amendment and
return it to the Secretariat for execution. Through this process the UfM decides how much money to
spend, what to spend it on, and how to raise the money it has decided to spend.

3. Budget preparation- what is the framework in which budget decisions are made?

A full understanding of the UfMS budget planning and preparation system is essential, not just to derive
expenditure projections but to be able to advise the Secretariat on the feasibility and desirability of
specific budget proposals, from a strategic and relevance perspective.

UfMS Budget preparation is a process with designated units and/or individuals having defined
responsibilities that must be carried out within a given timetable. To be fully effective, it requires three
forms of financial discipline:

a. Control of aggregate expenditure to ensure affordability; that is, consistency with the global
budgetary framework (level of resources);

b. Effective means for achieving a resource allocation that reflects expenditure policy priorities (cost
estimates as per activity);

c. Efficient delivery of results (productive efficiency).

Based on the objective assessment of available revenues and financing, the expenditure budget aims to
be comprehensive, transparent, realistic, activity and project-oriented, and allow for clear accountability
in budget execution. These concepts form a standard by which the soundness of UfMS budget systems
can be judged.

4. What are main budget principles?

Annuality. The budget is prepared every year, covering only one year; approved every year; and executed

2 Dates are yearly adapted in accordance with MS decision of Senior Officials Meetings dates.
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over one year. While maintaining the core concept of annual authorization, this principle should move
toward, at the preparation stage, to develop the annual budget within a multiyear perspective, through
the preparation of medium-term revenue and expenditure frameworks.

Unity. Revenue and expenditure should be considered together to determine annual budget targets. The
budget should cover all UfMS operations, so that the budget presents a consolidated picture of these
operations and is approved, as a whole, in the SOM.

Universality. All resources should be directed to a common pool or fund, to be allocated and used for
expenditures according to the current priorities of the UfMS. In general, earmarking of resources for
specific purposes is thus to be discouraged.

Sound Financial Management. Appropriations shall be used in accordance with the principle of sound
financial management, namely in accordance with the principles of economy, efficiency and effectiveness.
The principle of economy requires that the resources used by the institution in the pursuit of its activities
shall be made available in due time, in appropriate quantity and quality and at the best price.

The principle of efficiency concerns the best relationship between resources employed and results
achieved.

The principle of effectiveness concerns the attainment of the specific objectives set and the achievement
of the intended results.

Specific, measurable, achievable, relevant and timed objectives shall be set for all sectors of activity
covered by the budget. The achievement of those objectives shall be monitored by performance
indicators for each activity,

These principles are to be observed in drawing up and executing the budget. The principle of economy
itself derives from the principle of efficiency. Efficiency implies among others the following:

-- A specific result is achieved with the smallest possible input of resources (minimisation principle
economy principle).

-- The best possible result is achieved with a predetermined resource input (maximisation principle
productivity principle).

These four are essential to ensure that, in budget preparation, all activity proposals for undertaking UfMS
expenditure will be forced to compete for resources, and that priorities will be established across the
whole range of UfMS operations.

Equilibrium. Revenue and payment appropriations shall be in balance.

Unit of account. The multiannual financial framework and the budget shall be drawn up and implemented
in euro and the accounts shall be presented in euro.

5. Activity based budgeting

The UfMS Secretariat as per its mandate and core missions on activity oriented framework is
strengthening more the link between activities and resources allocated to them, while at the same time
is using more accurate presentation of forecasted use of resources, thus contributing to increasing the
efficiency and the accountability of its work.
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Activity Based Budgeting (ABB) is the budgetary component of the wider Activity Based Management
(ABM) approach which aims to improving more the management process and allocation of resources in
the UfMS, as part of the overall UfMS internal management system in full coherence with the work
programme and related strategies.

The purpose of using the ABB in the UfMS is to provide the means for an allocation of resources which is
consistent with institutional and operational priorities and a management of resources which is itself
consistent with pre-defined objectives.

The Activity Based Budget is structured into three main budget headings,
- Activities -Operational Expenditure

- Human Resources

- General Administration

in addition to the heading of contingency reserve.

The Operational Expenditure includes the activities of the UfM Secretariat as per the work programme
which are divided in four Action’s Instruments and displayed in matrix form: Action’s Instruments and
Core Activities.

An Action’s Instrument is the tool through which the UfMS articulates the strategies and activities
described in the work programme:

- Technical Support for projects and activities (TS): covers all actions of expertise, comprising in
house projects support and analysis (projects managers/analysts: in-house expertise), technical
assistance (including studies and consultancies services).

- Platforms, regional experts” groups meetings & conferences (PC): covers all actions of projects’
and initiatives” promotions, events, technical workshops, experts’ group meetings and
conferences.

- Follow-up and monitoring missions for projects and activities (FM): covers all missions of projects
and initiatives identification, coordination, launching, fundraising and monitoring.

- Outreach & Visibility of projects and activities (OV): covers both institutional outreach and public
affairs as well as project and initiative visibility and communication actions.

Core Activities are:

e Promoting regional dialogue: based on policy guidelines given by UfM MS in terms of regional
policy platforms in the framework of its mandate, the Secretariat is contributing to operationalize
decisions taken at political level through (i) the organization of regional and sub-regional sectoral
dialogues and follow-up activities, with a view to monitoring the progress in the implementation
of Ministers’ commitments and promoting the initiatives intended to foster cooperation in the
region, and (ii) the exchange of best practices, sharing of experiences, identifying new and
innovative methodologies and developing regional and sub-regional networks.

e Promoting regional projects and initiatives: in this respect, priority is given to support, monitor
and follow up the implementation of already labelled projects as well as to develop project
pipelines as appropriate in order to maintain a balance between delivering results on the ground
and developing new activities.
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Human Resources and General Administration are structured by destination in consistency with
International Standards of Accounting (International Public Sector Accounting Standards- IPSAS), while
maintaining a simplified classification by nature.

6. What are global assumptions and ceilings?

To facilitate discussion on resource allocation, it is helpful for the budget planning to set, within the global
assumptions, guidelines/targets for each spending area on their total spending. This allows budget
internal consultations to coalesce around a realistic target for each priority area, consistent with the
affordable total resources.

Such guidelines or targets can be normative (e.g. when they are derived from a medium-term expenditure
planning framework) or indicative (e.g. based on shares in the latest year's figures).

Each division/department is asked to put forward its estimates for its existing or baseline activities within
that guideline. Separately, each division/department is asked to identify what activities and programmes
would be enhanced/introduced or cut back. This approach is to concentrate preparation and discussion
on priorities at the margin, within an affordable total.

Prior to any consideration, the main rational for UfMS Budget preparation is to set the macro ceiling
according to estimated level of revenues. Each year, it will be provided the ceilings corresponding to the
theoretical estimated budget (based in the potential resources available).

However, caution underlying level of resources, namely Member States contributions, the aggregate
ceiling shall be limited to a lower level of revenue_that could be considered in mid-term budget review
during the implementation of the Budget.

Adjustment factors may be applied to budget estimates according to implementation rates of previous
years and following global ceilings correction (headings ceilings, action’s instruments ceiling, etc.).
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7. What is budget preparation timetable?

S# | Activities Responsible Deadlines (1)
1 Issuance of Budget guidelines (circular) Legal and Admin Dept. (Finance)
Legal and Admin Dept. with
. Divisions/Departments in coordination with
) Budget consultations and/or preparatory . . .
bilateral meetings with units/divisions Cabinet, Directorate for Operations and
Partnerships and Communications and Public
Affairs Unit
Submission of Budget Estimates per Activity
3 usir}g applicable templates_: prepared by e.'?ch All Units/Dept./Divisions
project manager and validated by the line
manager.
Bids and Plans review (Procurement plan -
4 technical assis.tan.ce—, Staffing plan, Events | capinet, Legal and Admin in coordination
plan, Communication plan, etc.) with  Directorate for Operation and
5 Financial plan update, Establishment of 1st Communications and Public Affairs Unit
draft of the Budget
TBC- Prior information to UfM Member States | capinet
6 based on the 1st draft of the Budget(indicative
figures) Legal and Admin (Finance)
Second Budget and Work Programme internal
consultations for possible adjustments, with o _ .
related Divisions/Departments Legal and Admin (Finance) with related Units
7 and Dept.
Submission of update Budget Estimates
College/Executive Committee
Considerations of the College/Executive
Committee
8 Second draft of the Budget Legal and Admin(Finance)
9 SG .approval (a.nd College/Executive Secretary General
committee consultation)
10 | Dossier for formal submission to the SOM Legal and Admin (Finance)
(draft full budget documents) Secretary General
11 | Formal submission to the SOM (full budget Legal and Admin(Finance)
documents) Secretary General
12| SOM of December- final decision

Senior officials meeting (SOM)

(1) Deadlines should be updated and adapted to each budgetary year.
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8. How do | present Budget Estimates?

Estimates of each Division/Department should be prepared by Activity in accordance with this Budget
Guidelines.

Divisions and Departments should follow the following process before they are able to submit estimates
by activity as per template attached.

1.

2.

Identification and Short description

a. Identify and link the activity with the Work Programme.
Title of each Action: Short description of the action

c. ldentify the priority of each action. “Priority 1” should refer the activities in line with the
theoretical estimated budget and “Priority 2” should include additional activities.

Actions under the Budget

Provide needed actions to be carried out during the budgetary year. Needed actions should fall under
the following categories:

Technical Support for projects and activities (TS): covers all actions of expertise, technical

assistance (including studies and consultancies services).
Platforms, regional experts’ groups meetings & conferences (PC): covers all actions of projects’

and initiatives” promotions, events, technical workshops, experts’ group meetings and
conferences.
Follow-up and monitoring missions for projects and activities (FM): covers all missions of projects

and initiatives identification, coordination, launching, fundraising and monitoring.
Outreach & Visibility of projects and activities (OV): covers both institutional outreach and public

affairs as well as project and initiative visibility and communication actions.

Process:

a.

Preparation: Project managers in each Divisions and Departments are requested to prepare
Budget Estimate of activities under their responsibility.

Consolidation: One Focal point per Division/Department consolidates all information and data
in the Template (Excel file).

In order to simplify the preparation, the Excel file includes several automatic calculations, the
Division/Department should focus on describing needed actions and defining indicatively
their characteristics (what, where, when, size, etc.)

During the budget consultations and/or preparatory bilateral meetings with units/divisions,
the Finance department will take place throughout the process. Directorate for Operations
and Partnerships and/or Communications and Public Affairs Unit should be associated to the
process and assist as appropriate in the consultation meeting and in the preparation of the
information.

Validation: Line managers are requested to verify and validate these estimates and submit
them to Legal and Admin depart.



. Union pour la Méditerranée
Union for the Mediterranean

Lo siall Jal o alasy)

47

Roster of Experts fees for 2021

Type

Fees

Senior Experts

400 EUR /Working day

Junior Experts

250 EUR/ Working day




. Union pour la Méditerranée
. Union for the Mediterranean

Loc il Jal e alasy)

48

UfM Audit Policy
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Introduction

International organisations, whose expenditures are covered by member country contributions, shall
require an external, independent audit. Although this audit shall be adapted to the structure and tasks of
the respective organisation, it shall be conceived along lines similar to International recognised standards.

In this context, the UfM as an international organisation, has a fundamental interest in enabling oversight
and strongly believe that good, well-organised and independent audit systems will enable accountability
and, thus, promote transparency and good governance in the institution. Reasonable assurance may be
provided to the governing board/member states that the institution has used public funds and managed
its financial affairs in line with sound financial principles and relevant legal framework.

General principals and rules of the audit policy

The UfM should strive to adopt the following principles and rules to establish best practices and effective
arrangements for external audit.

1.1 External audit general principle: Financed with and/or supported by public money. The UfM should
be subject to external audit to promote better governance, transparency and accountability.

1.2 External auditor appointment: The external auditor should be appointed in an open, fair and
transparent manner.

1.3 External audit independence: The UfM should ensure the external auditor’s independence in the
conduct of the audit.

1.4 Audit standards: The legal framework of the UfM and/or its financial regulations should guarantee
the external auditor's authority to carry out the audit of public money in a manner that is in
accordance with internationally recognised auditing standards.

1.5 Audit resources: The external auditor should be provided with adequate resources to carry out the
audit.

1.6 Audit reporting/disclosure: The UfM should ensure that the external auditor reports on the results of
the audit to the institution and its governance.

Guidance on policy principals and rules
External audit general principle:

1.1 The UfM as an international institution, is responsible for establishing its own financial rules and
regulations, including audit arrangements. The financial rules and regulations are based on
internationally accepted principles, i.e. EU financial rules, regulations and IPSAS. The governance
system consisting of representatives from all (or some) of the member states ,i.e. Senior Officials
Meeting: SOM, decide on such rules, including financial rules and regulations covering financial
management, budgets and accounting, as well as internal and external audit arrangements.

1.2 Management is responsible for the day-to-day management of the international institution within
the framework laid down by the governing body: i.e. the statutes.
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1.3 The audit arrangements of the UfM must ensure that the audit of the institution is adequate and
performed in accordance with internationally recognised auditing standards. Arrangements for
the appointment of external auditors should be made in accordance with the procurement
procedures of the UfM, which should be in line with procurement best practices.

1.4 The appointment of the external auditor should be endorsed by the governing body and/or
through main donor’s international agreements.

1.5 The UfM governing body should regularly assess whether the evolution of the institution, or
external requirements warrant a change in audit arrangements. Where the scope or structure of
the UfM changes fundamentally, the audit arrangements should be considered carefully and
updated if necessary.

1.6 Where more than one Audit firm is involved, the UfM should work with the Auditors to clearly
identify the lead auditor responsible for the overall audit opinion in line with internationally
recognised standards.

External auditor appointment
The external auditor should be appointed in an open, fair and transparent manner:

1.7 The auditor should be appointed by the institution and endorsed by its governance. The process
for appointing the auditor should be established by the UfM, and included in the financial rules
and regulations. Timely information on forthcoming appointments is essential. This would allow
sufficient time for potential new auditors to engage with the incumbent auditor while the latter
is still in office.

1.8 The governing body should decide on the appropriate duration of the auditor’s appointment and
this should be specified in the financial rules and regulations of the UfM and/or in this policy.
Factors that may influence the duration of the appointment are the costs and benefits of changing
auditors, the likely availability of auditors, and the complexity of the institution. Thus, it's hereby
provided that appointments should be for a minimum of three to four years, but could be
extended to a maximum of six years. The audit firm rotation rule is mandatory unless otherwise
decided by UfM governance.

1.9 The selection process should ensure equal opportunities to all external audit firms to appointed
as external auditor, while also ensuring quality auditing. The final decision on the appointment of
the external auditors should be based on a thorough evaluation of the bids. The UfM Secretary
General and/or the Accounting Officer should sign a contract/engagement letter with the external
auditor to agree on the responsibilities of both the UfM and the external auditor.

1.10 The selection criteria may include factors such as appropriate technical and professional
competence for the audit, and the cost thereof, sought by invitation from those audit firms that
wish to undertake the audit. The selection should not be based on cost alone.

1.11 In the event of competitive bidding by inviting technical and financial bids from the audit
firms, the UfM should apply standards for good procurement practice.
1.12 Candidates for an audit assignment must have a thorough knowledge of experience in

auditing and in examining government operations in accordance with the internationally
recognised auditing standards. Where a board of auditors is appointed, the engagement letter
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should state that relevant auditing standards, as mentioned, would be applied by the board/
board members.

1.13 Candidates for an audit assignment must have a good working knowledge of at least one
of the working languages of the UfM.

External auditor’s independence

The UfM should ensure the external auditor’s independence in the conduct of the audit:

4.1 The UfM should engage with the external auditor on taking up the appointment to enable the
auditor to obtain a broad understanding of the institution. In doing so, the external auditor will
determine the scope, methods and resources required to conduct the external audit.

4.2 The external auditor's independence from the management of UfM is compulsory, i.e.
management shall not direct or interfere with the external auditor in the execution of their
responsibilities and tasks.

4.3 UfM should be assured that the auditor will neither seek nor receive instructions from an
individual member state. However, the auditor needs to discuss issues concerning audit risk,
methodology, etc. with management of UfM and representatives of the governing body. This way
of gathering the necessary information is not discouraged, provided that the auditor decides on
the audit strategy.

4.4 The financial rules and regulations of the UfM covering external audit should ensure that the
auditor is not restricted in carrying out any audit task deemed necessary to fulfil the audit
mandate.

4.5 The auditor must be solely responsible for the conduct of the audit, including determining the
scope of the audit and the audit methodology.

4.6 The UfM governing body may request the auditor to perform specific or additional audit work.
Before the auditor accepts such a task, the UfM must make sure that the auditor has the necessary
resources to perform the specific or additional audit work requested, and that the work is
consistent with the mandate and competence of the external auditor. Having accepted the
specific or additional audit work, it is for the external auditor to determine the scope,
methodology and resources of the audit.

4.7 The independence of the auditor should not be constrained by other factors, such as lack of
authority, resources, mandate or reporting rights and obligations. The auditor should be
independent. This implies that the auditor is required to be objective in dealing with the audit
issues, have no conflict of interest and/or any external pressure. The auditor conclusions must be
based exclusively on audit evidence obtained in accordance with relevant auditing standards.

Audit standards

The legal framework of the UfM, and its financial regulations are guaranteeing the external auditor's
authority to carry out the audit of public money in a manner that is in accordance with internationally
recognised auditing standards:
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4.8 The UfM and its governing bodies are responsible for establishing effective systems that promote
good governance, transparency and accountability. This includes ensuring that the financial
statements are subject to audit; establishing reliable systems of accounting for the financial
resources granted; establishing good systems of internal controls; and maintaining good systems
for efficiency, effectiveness and economy to ensure that resources are well spent.

4.9 It is the responsibility of the UfM to prepare the financial statements in accordance with the
financial reporting framework, adopted by the institution and to submit them to the auditors for
audit. The financial reporting framework adopted by the UfM is the International Public Sector
Accounting Standards (IPSAS). The auditor’s responsibilities to audit these financial statements
and to express an opinion on theme, are normally set out in the financial regulations and will be
reflected in the letter of engagement and/or external audit convention for the audit term of
engagement/contract signed by the auditor and UfM.

4.10 The audit mandate should include financial, compliance and performance audits, and
should allow for special audits, i.e. environmental audits. The audits should be conducted in
accordance with internationally recognised audit standards.

4.11 In order to prevent a narrow interpretation of the audit mandate, the external auditor
should be encouraged to bring special circumstances and issues to the attention of the governing
body for consideration, if an audit is required or recommended.

4.12 The auditor and the audit staff should have unrestricted access to records, documents,
staff and any information of the UfM deemed necessary for the performance of the audit,
including internal audit.

4.13 The UfM should appoint and/or contract specialists and experts as appropriate, where
expert advice, valuations and assessments are required, i.e. actuaries and values. Where the
external auditor did not get sufficient appropriate evidence from the experts of the UfM, the
external auditor should be allowed to use its own expert(s).

4.14 The UfM should establish an effective internal audit function which follows
internationally accepted internal auditing standards.
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Audit resources
The external auditor should be provided with adequate resources to carry out the audit:

4.15 The UfM should make adequate resources and facilities available for the proper discharge
of the audit.

4.16 The UfM should make provision for an adequate formal budget for the external audit
services and bear the full cost of the audit.

4.17 If the auditor considers the available resources to be insufficient to carry out the audit,
either in quantity or quality, this fact should be reported to the governing body, as well as the
consequences of the problem, and proposed solutions. Normally, in a competitive situation,
issues relating to the budget are settled when the auditor is appointed.

Audit reporting/disclosure
The UfM should ensure that the external auditor reports on the results of the audit to the governing body
of the UfM:
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4.18 The UfM should engage with the external auditor to ensure that the external auditor
reports on the audit of financial statements to the governing body.

4.19 Reports on the results of any compliance and performance audits, if required, and reports
on the status of management’s implementation of the auditor’s previous recommendations.
4.20 The management of the UfM should respond to the audit findings in a timely manner to

enable the auditor to consider management’s comments before finalising the audit report.
4.21 The auditor should be invited to the appropriate meeting of the governing body to

present the audit report. The UfM should ensure that the presentation of the audit report is a
separate agenda item from the meeting.

4.22 All external audit reports presented to the governing body should be publicly available.
Exceptions should be based on clear and relevant criteria concerning classified and confidential
information.

References:

- UfM Statutes.

- Manual of Internal Procedures.

- EU Financial Regulations.

- EU Grant Agreements.

- International Public Sector Standards (IPSAS)- IFAC.

- International Auditing and Assurance Standards (IAAS)- IAASB.

- Audit of International Institutions-Guidance for Supreme Audit- Institutions (SAls) — INTOSAI.

Annexes

Example of audit and verification terms of reference

- Terms of reference of Expenditure verification

- Terms of reference of Audit of financial statement

- Terms of reference of Cooperation Programme Audit
- Terms of reference of system based audit
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UfM External Audit Firm

The audit firm is:
Ernst & Young, SL,

having its principal place of business at Raimundo Ferndndez Villaverde, 65 - Torre Azca, Madrid
— 28003, Spain, with VAT number B78970506

listed in the Official Register of Auditors S0530 (ROAC number)

The selection took place following a public procurement procedure in line with EU
regulations/PRAG.
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UfM Policy on Internal Control Standards and Requirements
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UfM Policy on Internal Control Standards and Requirements

Internal control applies to all activities, irrespective of whether they are financial or non-financial. It is a
process that helps an organization to achieve its objectives and sustain operational and financial
performance, respecting rules and regulations. It supports sound decision making, taking into account
risks to the achievement of objectives and reducing them to acceptable levels through cost-effective
controls.

The internal control framework of the UfM is designed to provide reasonable assurance regarding the
achievement of five objectives set in line UfM Constituent acts (Paris and Marseille declarations, UfM
Statutes, EU Financial Regulation and Internationally recognized standards : (1) effectiveness, efficiency
and economy of operations; (2) reliability of reporting; (3) safeguarding of assets and information; (4)
prevention, detection, correction and follow-up of fraud and irregularities, and (5) adequate management
of the risks relating to the legality and regularity of the underlying transactions, taking into account the
multiannual character of projects/initiatives as well as the nature of the payments concerned.

This framework supplements the EU Financial Regulations and other applicable rules and regulations with
a view to aligning UfM Secretariat (UfMS) standards to the highest international standards set by the
Committee of Sponsoring Organisations of the Treadway Commission (COSO) framework. The latter was
revised in 2013 to move from a compliance-based to a principle-based system with the aim of ensuring
robust internal control through consistent assessment by the UfMS, while providing the necessary
flexibility to allow departments to adapt to their specific characteristics and circumstances. This will also
help improve the operational performance of UfMS Divisions/Departments.
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1: Mission

1. The UfM Secretariat, its Divisions and Departments have up-to-date mission statements which are
linked across all hierarchical levels and made known to staff through notably UfM Paris and Marseille
declarations, UfM Statues, UfM Road Map.

2: Ethical and Organizational Values

2. The UfM Management ensures that his/her staff are aware of relevant ethical and organizational values
and the associated rules and procedures. In particular staff are made aware of the necessity to avoid
conflicts of interest and the procedure to manage such situations should they arise, the rules regarding
whistleblowing and the procedure to report fraud and irregularities in line with UfM Code of Conduct and
Policy of Antifraud and Anticorruption.

3: Staff Allocation and Mobility

3. Whenever necessary, management aligns the organizational structures and staff allocations with
priorities and workload.

4. The UfM Secretariat promotes, implements and monitors mobility in order to ensure that the right
person is in the right job at the right time and, where feasible, to create career opportunities within the
framework of the Staff Regulations.

4: Staff Appraisal and Development

5. Staff performance is appraised according to rules and instructions set by the UfM Staff Regulations,
Implementing Rules and related policies. As part of the appraisal dialogue and report, the learning and
development needs of staff are discussed and recorded. Managers support staff in developing knowledge
and competencies useful for their job and career.

6. Learning and development needs are defined on the basis of the policy goals of the Secretariat and its
Divisions/Departments and the staff profiles needed to reach those goals. The definition of needs respects
the strategy, guidelines and instructions issued by the UfM Secretariat Management.

5: Objectives and Performance Indicators

7. The UfMS Divisions and Departments objectives are set out in accordance with applicable guidance in
such a way as to ensure that they are understood and owned by management and staff. Whenever
necessary, objectives are updated to take account of significant changes in activities and priorities.

8. The UfMS Divisions and Departments Management Plan clearly sets out how planned actions and
deliverables will contribute to the achievement of objectives set, taking into account the allocated
resources and the risk identified, notably through its Annual Work Programme.

9. The UfMS Divisions and Departments monitor the attainment of its objectives throughout the year
using performance indicators and adequate reporting tools. The UfMS Divisions and Departments report
on their achievements, expected results and impact, and if relevant, on its contribution to UfM-wide
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priorities, in the UfMS Annual Activity Report. The UfMS Divisions and Departments adhere to corporate
reporting requirements.

6 Risk Management Process

10. A risk assessment exercise is conducted as per UfM Risk Management Methodology through three
main components: Expenditure Life Cycle, Project Labeling Cycle and in the core operational activities at
part of the Work Programme and Budget processes®.

Risk assessment is also conducted whenever management considers it necessary (typically in the event of
major modifications to the UfMS Divisions and Departments activities occurring during the year). Risk
management is performed in line with applicable provisions and guidelines.

11. Risk management action plans are realistic and take into account cost/benefit aspects in order to avoid
disproportionate control measures. Processes are in place to ensure that actions are implemented
according to plan and continue to be relevant.

7 Operational Structure

12. Delegation of authority is clearly defined, assigned and communicated in writing, conforms to
legislative requirements and is appropriate to the importance of decisions to be taken and risks involved.

13. The Departments/Divisions sensitive functions are identified through risk assessments. They are
recorded and kept up to date. Measures are in place to ensure that risks are mitigated and that staff do
not perform a sensitive function for more than the time limits prescribed in relevant decisions.

14. The standard IT governance policy of the UfMS is applied, and in particular:

- An annual IT masterplan covering all information systems developments (regardless of budget source)
has been drawn up as per the Work Programme produced.

- All new information systems projects are approved on the basis of a vision document.

- All new information systems are developed using the applicable standards for project management and
development methods, and take security into account from the very first stage.

8 Processes and Procedures

15. The UfMS Secretariat main processes and procedures are adequately documented, particularly those
associated with critical risks. They ensure segregation of duties and comply with applicable provisions as
per EU financial regulations applicable provisions.

16. Amethodis in place to ensure that all instances of overriding of controls or deviations from established
processes and procedures are documented in exception reports, justified, duly approved before action is
taken.

3 While the two first components are in place, the third one is under development.
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9 Management Supervision

17. Management supervise the activities they are responsible for. They keep track of main issues and
ensure the follow-up of accepted audit and other recommendations e.g. linked to interval evaluations and
reviews. Management supervision covers both legality and regularity aspects and operational
performance.

18. At least one a year and at any time deemed appropriate, the Secretary General informs the Senior
Officials of any potentially significant issues related to internal control and audit as well as material
budgetary and financial issues that might have an impact on the sound management of appropriations or
which could hamper the attainment of the objectives set.

10 Business Continuity

19. Adequate measures -including handover files and deputizing arrangements for relevant operational
activities and financial transactions -are in place to ensure the continuity of all service during “business
as-usual” interruptions (such as sick leave, staff mobility, migration to new IT systems, incidents, etc.).

20. Contingency and backup plans for information systems are established, maintained, documented and
tested in the context of Disaster Recovery Planning and security needs.

11 Document Management

21. Document management procedures and related systems comply with relevant compulsory security
measures, provisions on document management* and rules on protection of personal data as per UfM
systems and application (i.e Financial System) and folders management;

22. Every document that fulfils the conditions laid down in the implementing rules needs to be registered,
filed in at least one official file and preserved during the period established by the document management
and archiving rules.

12 Information and Communication

23. Arrangements, in line with the UfM regulations and Staff Engagement Strategy, are in place to ensure
that management and staff are appropriately informed of decisions, projects or initiatives — that concern
their work assignments and environment. There are processes in place for the voice of staff to be heard.

24. Communication actions respect legal and regulatory requirements (including copyright laws) and are
in line with the instructions and guidelines of central services.

25. The standard Information systems security measures of the UfM are applied. In particular, UfMS has
adopted and implements an IT Security Plan based on an inventory of the security requirements and a

4 A more comprehensive document management solution is under development as planned in UfM Annual Work
Programme
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risk analysis of the IT systems under their responsibility, and applies at least the relevant control measures
of the corporate IS Security Policy.

26. The IT systems support adequate data management, including database administration and data
quality assurance. Data management systems and related procedures comply with relevant Information
Systems Policy, compulsory security measures and rules on protection of personal data.

13: Accounting and Financial Reporting

27. Adequate procedures and controls are in place to ensure that accounting data and related information
used for preparing the organization’s annual accounts and financial reports are accurate, complete and
timely.

27. the Authorizing Officer ensures that the financial and accounting information submitted to the
Accounting Officer for the production of accounts and management reports is reliable and complete.

14: Evaluation of Activities

28. Evaluations are performed in accordance with the evaluation standards. Corresponding evaluation
baseline requirements are applied for retrospective evaluations (interim, final and ex-post) while
prospective evaluations (ex-ante and impact assessments) follow the relevant specific guidelines, notably
through evaluation of regional dialogue process/ministerial declarations implementation as well as
through project labelling and discontinuity of labeling process.

15: Assessment of Internal Control Systems

29. Management and Senior Officials assesses the effectiveness and efficiency of the Secretariat internal
control system at least annually. The results of the review should be presented in the Annual Activity
Report. Both the review and relative reporting must be carried out in accordance with applicable
guidance.

30. Management facilitates communication and reporting of internal control weaknesses. Coordination is
made of such reporting to ensures the use of information to reinforce the effectiveness of controls as
needed.

16: Internal Audit Capability®

31. The UfM has an Internal Audit Capability (IAC), which adheres to internationally accepted internal
audit standards and practices (IPPF). It reports directly to the UfM Governance and provides independent,
objective assurance and consulting services designed to add value and improve the effectiveness of risk
management, control, and governance processes of the UfM;

32. The UfM governance ensures that the IAC is independent of the activities they audit, and that it has
sufficient and adequate resources to perform the audit work plan.

5 IAC is under development.
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UfM Risk Management Methodology
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l. INTRODUCTION
This technical note provides a background information and a more detailed explanation of certain key
concepts of the risk management methodology in UfM.

UfM’s mission is to enhance regional cooperation, dialogue and the implementation of projects and
initiatives with tangible impact on our citizens, with an emphasis on young people and women, in order
to address the three strategic objectives of the region: stability, human development and integration.

In doing so, the UfMS faces uncertainty, and the challenge for the institution and its management is to
determine how much uncertainty to accept as it strives to deliver value. Uncertainty presents both risk
and opportunity, with the potential to erode or enhance value. Risk management helps to effectively deal
with uncertainty and associated risk and opportunity.

The UfM's risk management methodology is strongly inspired by the European Commission practice and
methodology and the COSO® Enterprise Risk Management Framework which is considered best practice
in this domain. It is however adapted to fit the UfM's activities and specific working environment.

The implementation of an effective risk management requires strong political, institutional and
management support and the development, or reinforcement, of a management culture in which the
transparent communication of risks is encouraged and viewed as an instrument that can help
management deal with risks in a more structured and proactive fashion.

It is also crucial that management and staff of the UfMS - as well as the UfM's stakeholders - fully
understand the basic concept of risk management, i.e. that the aim is not to keep away from risks but
rather to manage them in line with management's risk acceptance. Consequently, major efforts to inform
and communicate will be necessary.

Il. DEFINITIONS AND RISK TYPOLOGY
1. Definitions
Risk for the UfMS action is defined as: Any event or issue that could occur and adversely impact the
achievement of the UfMS institutional, strategic and operational objectives. Lost opportunities are also
considered as risks.

Risk management is defined as: A continuous, proactive and systematic process of identifying, assessing,
and managing risks in line with the accepted risk levels, carried out at every level of the UfMS to provide
reasonable assurance as regards the achievement of the objectives.

These definitions reflect some fundamental concepts:

e Itis a process and a means to an end, not an end in itself : risk management is not one event but
a series of actions that are embedded in the UfMS activities, procedures and processes. These

6 that COSO (Committee of Sponsoring Organizations of the Treadway Commission) was originally formed in 1985
to sponsor the National Commission on Fraudulent Financial Reporting (known as the "Treadway Commission"). At
the beginning of the nineties, COSO issued an Internal Control - Integrated Framework and in 2004 released the
Enterprise Risk Management - Integrated Framework (COSO-ERM).
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actions are inherent to the way the institution runs its activities and should be seen as part of a
continuous cycle.

e It involves people at every level of an organisation: risk management is accomplished by the
people in an organisation, by what they do and say at all levels of the organisation. This includes
the management and staff. Everyone has responsibility at his/her level for risk management.

e It provides "reasonable assurance ": reasonable assurance reflects the notion of risk uncertainty.
Risk management cannot guarantee that the objectives will be fully achieved. It can only provide
"reasonable assurance".

e |t is based on "risk acceptance ", which is the degree of risk that the UfMS or a UfMS
Division/Department is willing to accept in the pursuit of its goals.

2. The risk typology
In order to facilitate the identification and reporting of risks, a common risk typology with 5 main risk
groups has been defined:

7

¢ Risks related to the external environment (outside UfMS)
» Macro-environmental risks (geo-political, economic, natural disasters, etc.);
> Political decisions and priorities outside the UfMS (MS, etc.);
» External partners (agencies, outsourcing, consultants, media, etc.)
% Risks related to planning, processes and systems
» Strategy, planning and policy,
» Operational processes (process design and description)
> Financial] processes and budget allocation
» IT and other support systems
% Risks related to people and the organisation
» Human resources (staffing, competences, collaboration)
» Ethics and organisational behaviour ("tone at the top", fraud, conflict of interests, etc.)
» Internal organisation (governance, roles and responsibilities, delegation, etc.)
> Security of staff, buildings and equipment
% Risks related to legality and regularity aspects
» Clarity, adequacy and coherence of applicable laws, regulations and rules
» Other potential issues related to legality and regularity
» Communication methods and channels
» Quality and timeliness of information
% Risks related to communication and information
» Communication methods and channels
» Quality and timeliness of information

3. The main concepts
Risk management is not one single event but a series of actions that are embedded in the UfMS activities.
These actions are integrated in the existing planning and decision-making processes and can be mapped
in the following way:
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(1) Defining the basis for risk identification (objectives/activities) - In principle, objectives must exist
before management can identify potential risks affecting their achievement. However, as regards risk
management related to the Annual Work Programme, the Division/Department can use either the annual
activities or the related objectives as a basis for the identification of risks.

(2) Identifying and assessing risks - In this step, management identifies potential events and issues that,
if they occur, will affect the achievement of the UfMS or Division/Department objectives (whether these
objectives are institutional, strategic, operational or compliance-oriented). Risks are analysed and
assessed in terms of their likelihood of occurrence and potential impact should they occur.

Once the potential impact has been defined and measured (for example low, medium, or high),
management estimates the likelihood that the event leading to the impact will occur. In the next step,
which is further explained in point 3 below, management will determine whether or not the risks can be
accepted. In general, a risk with a low impact and a low likelihood of occurrence does not need any further
consideration, whereas a risk with a high impact and high likelihood is unacceptable and will require
priority action. However, this is a judgement -that will depend on management's tolerance of risks, which
may vary from one activity to another.

In some cases, it is possible to pre-define and quantify acceptable risk levels, e.g. in terms of financial
impact. Management can for example decide beforehand that a financial loss higher than a fixed amount
or a certain percentage of the budget for a specific programme is unacceptable.

As regards the risk level, it can be expressed either as the inherent risk level (the risk level in the absence
of any existing controls and mitigating factors) or the residual risk level (the risk level taking into account
existing controls and mitigating factors). To determine the residual risk level at the time of the risk
assessment, the effectiveness and the efficiency of the existing controls must be considered. Thus,
depending on the current residual risk level and management's risk tolerance, management will decide if
additional measures are needed to further reduce the risk exposure. The time horizon used to assess risks
should be consistent with the time horizon of the related strategy, activity and objectives.

(3) Selecting the risk response-- There are in principle four possible ways of managing risks, or four "risk
responses":

e Avoid risk: A risk can, for example, be partly or entirely avoided by modifying the activities or
objectives. In certain cases, it may even be necessary to discontinue certain activities because the
associated risks are considered unacceptable.

e Transfer risk: The risk is reduced by transferring or otherwise sharing a portion of it with a third
party. A typical example of transferring risks is using an insurance company, which is paid to
assume the risks. As far as outsourcing is concerned (i.e. when certain of the UfMS activities or
tasks are carried out by external companies), it should be noted that, although the management
of the risk is transferred, the Secretariat remains ultimately responsible for the risks. However, it
can be a good solution if the necessary resources, skills and competences to manage the risk are
not available in the relevant Departments of UfMS.

e Reduce risk: This is the most common risk response. Actions and decisions are taken to reduce
the risk likelihood or impact, or both. This can be done in various ways, for example: enhancing
the legislation, strengthening cooperation with partners, or increasing control efficiency and
effectiveness by strengthening existing controls or implementing new ones, etc.
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e Accept risk: Management estimates that the degree of risk exposure can, or has to be, accepted.
Consequently, no further action to avoid, transfer or reduce the risk exposure needs be taken.
Note that risks may have to be accepted for several reasons: firstly, reducing the risk exposure to
"zero" would demand very significant control measures whose costs would be disproportionate
to the benefits. Secondly, in order to adapt to a changing environment and new expectations, an
organisation must continuously seize opportunities, modify its activities or try out new working
methods, which may be risky. A static organisation averse to change and innovation will soon
become outdated and hence low-performing. Thirdly, certain risks are outside management's
control. The only way of not being exposed to them would be to discontinue the activities
concerned, which is not always possible or desirable.

(4) Implementing the risk response (action plans: such as UfMS annual Work Programme, UfM-Sida Work
Plan, UfM- GIZ Work Plan, etc.). Action plans are established and implemented to ensure that risk
responses are effectively carried out. As a minimum, the action plan must include a description of the risk
including the potential impact, the actions to be taken, the "owner" of the actions and the implementation
target dates. Other relevant information such as resources needed for implementation and critical success
factors may be added.

(5) Monitoring and reporting: In order to ensure that the action plans continue to be relevant and
effective, management should carry out monitoring and supervision of their implementation on a regular
basis. Since already identified risks may evolve and new risks may emerge, monitoring is also needed to
ensure that the Divisions/Departments risk register is up-to- date.
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1.

RISK MANAGEMENT IN UFM
Importance of risk management in UfMS

In recent years, risk management has become a generally recognised management concept adopted by a
large number of organisations, both in the commercial and public service sector.

In essence, a structured and proactive management of risks can help an organisation become more
dynamic and forward-looking and increase the chances of achieving its objectives. In particular, it will help

to:

Make more reasoned decisions. All decisions, whereas they concern the "business-as-usual" or
new ideas and opportunities, always involve a degree of uncertainty. Risk management can help
management to justify its decisions with reasoned judgments of both intended and- unintended
outcomes.

Improve efficiency. By adopting a risk-based approach, organisations can make better judgments
about how systems can be improved, where resources should be allocated, or how to achieve a
better balance between the level of risk and the cost of controls.

Reinforce the reliability of management systems. Risk management forms an essential part of the
management and control environment of all organisations.

As far as the UfM is concerned, risk management will also help to:

Improve and complete the current Strategic Planning/Work Programme/Activity-based
Management (ABM) by ensuring that the key risks related to our activities are duly taken into
account.

Reinforce the integrated internal control framework, thereby contributing towards sustaining
a sound management a positive statement of assurance.

key principles and tools for managing risks in the UfMS

2.1 Risk approach-steps
Basically, the risk management process includes the following steps:

Defining the basis for the risk management exercise (for example, the annual activities and related
objectives);

Identifying and assessing the associated risks and managing them in line with accepted risk levels
(defining the risk response and implementing the action plan);

Keeping management informed of critical risks and monitoring the implementation of the work
programme.

Divisions/Departments must use a risk management approach that is adapted to their specific situation
and needs. The aim is to strengthen the existing management structures and planning and decision-
making processes by embedding risk management into them as a standard element.

2.2 UfMS risk management key components
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In the UfMS, risk management approach includes 3 main components:

RISK MANAGEMENT IN THE EXPENDITURE LIFE CYCLE:

Risk identification, assessment and mitigation is embedded in all stages of the expenditure life cycle, on
the basis of the Manuel of internal procedures, related policies and circulars and the Funds Management
Policy following European Commission financial regulations:

Budgeting through activity based budgeting and whole process of budget preparation including
assessment and iterative internal and external hearing to handle all potential risks detected.
Procurement through compliance with EU public procurement and all controls and checks made
during the workflow of the approval.

Implementation through fulfilling the contractual requirements and monitoring of the execution
of ToRs and/or technical specifications as well as the assessment or reporting/deliverables.
Payment through checks and control in line with EU methodology in internal control (four eyes)
with segregation between initiation and verification.

Reporting and Accounting through control and checks to ensure compliance with accounting
policies.

RISK MANAGEMENT IN PROJECT LIFE CYCLE:

Risk identification, assessment and mitigation in all stages of project labelling process, on the basis of UfM
labelling guidelines and UfM Project Manual:

Identification and Formulation of projects and initiatives stage where receipt and registration of
project proposals are made and appraisal process is run within the Division/Department in charge
in interaction with project promoter to ensure providing inputs/responses to potential risk
detected.

Peer Review stage, where in a second step a technical appraisal is made in line UfM Guidelines
and ensure that risk of non-compliance with UfM criteria as well as promoter quality and
management capacity is evaluated.

Project Committee stage where the final assessment is made at the management level and a
decision of the Secretary General is taken for submission to the governance body: Senior Official
meetings —SOM and where risk of non-backing by other Member states is handled through
confirming at least non objection from MS.

RISK MANAGEMENT IN THE CORE OPERATIONAL ACTIVITIES

Risk identification, assessment and mitigation measures in stage of planning in the context of the Work
programme:

setting up general goal and specific objectives for each sector, priority area in the annual work
programme.

objectives and specific target for internal control are established in context of the work
programme in the internal management chapter.

risk analysis and mitigation measure are established in the context of work plan/programme
document of under cooperation agreements.
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e risk analysis and mitigation measures that are not yet developed in the context of UfMS annual
work programme need to be included in the framework of the Work Programme preparation and
reported upon in the context of the UfMS Activity Report.

2.3 Risk acceptance

The purpose of risk management is not to avoid risks at all costs, but rather to ensure that the significant
risks are identified and managed in line with accepted risk levels. Certain risks can be fully accepted, others
not or only to a limited degree.

There are many reasons why certain risks have to be accepted. Firstly, reducing the risk to "zero" is usually
not cost-effective. Secondly, taking risks is a necessary part of keeping an organization dynamic and
adapting it to a changing environment. Thirdly, certain risks are out of management's control and cannot
be avoided without discontinuing the related activities.

Management must determine whether or not the key risks the service is exposed to can, or should, be
accepted or if action must be taken to reduce them. In some cases, mainly as regards financial risks, this
decision can be supported by quantitative estimations (potential financial impact, etc.) and pre-defined
risk levels can then be established (e.g. tolerable error rates). In other cases, for example as regards
reputational or political risks, the decision must be based on qualitative criteria and political and
professional judgments.

2.4 A common language and risk typology

The common risk typology has three purposes. Firstly, it creates a common risk management language to
facilitate communication. Secondly, it is a tool that can be used in the risk identification phase to help
management make sure that all risk aspects and potential risk areas have been considered. And thirdly,
the risk typology can be useful when analysing, consolidating and reporting risks.

The risk typology consists of five main risk areas:

a. External environment. A good example of risk management in this domain is when potential
issues and problems related to external stakeholders.

b. Planning, processes and systems.

c. People and organization.
Legality and regularity. Non-compliance with rules and regulations procedures could lead to
delayed decisions. Unclear or overly complex rules and regulations could negatively impact the
effectiveness and efficiency of the operations.

e. Communication and information.

2.5 Focus on critical risks
In order to make risk management effective and keep the documentation and reporting down to a
reasonable volume, it is important to single out and focus on critical risks.

In the UfMS, a risk should be considered as critical if it can:

a. endanger the realization of major policy objectives;
b. cause serious damage to the UfMS partners (Member States, companies, citizens, etc.)
c. resultininfringement of laws and regulations;
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d. resultin material financial loss;
e. putthe safety of UfMS staff at stake;
f. orinany way seriously impact the UfMS image and reputation.

2.6 Monitoring and reporting tools

Risks considered critical should be reported upon in the framework of the Core activities planning and
reporting cycle. Divisions/department must however ensure that risks containing sensitive information
are not disclosed in a way that may harm the Institution's decision making process, its partners or
stakeholders.

The outcome of the risk management exercises must be documented in a structured fashion, in the annual
work programme as a risk register and to be updated whenever there is a significant change in the
Divisions/sectors risk exposure, for example as a result of new or modified activities and objectives, re-
organisations of management structures or systems or changes in the external working environment.

The Annual Activity Report must provide an overview of the critical risks encountered and their impact in
relation to the achievement of objectives, including information about unforeseen risks that materialized
or risks that could not be managed as planned.

3. Risk management implementation
3.1 The key actors, responsibilities and related risk management structures
The internal consultations regarding the Annual Work Progromme should include a discussion about the
sector of intervention critical risks and the corresponding action plans. Information on critical risks should
also be provided via the regular updates on internal control and audit. The reporting through the Annual
Activity Reports will be used for increasing the governance body (SOM) awareness of risks and risk
management in the UfM.

Under the overall guidance of the Secretary General, each DSG/Director has the final responsibility of the
management of his/ her service and will, in this context, customize the risk management strategy and
approach to the sector/priority area working environment and specific needs. Finally, a comprehensive
risk assessment has to take into account the entire "delivery chain", also involving the main external
partners participating in the management of the UfMS activities (for example governmental
organizations, agencies, outsourcing companies, etc.). The purpose is to obtain the externa! partners'
view on potential risks that could impact the UfMS activities and objectives.

3.2 The scope of risk management

3.2.1 When should structure risk management exercises be carried out?
While risk management of "business-as-usual" is carried out continuously as a natural part of daily
management in the two components mentioned above (for expenditure life cycle and project cycle).), a
more structured and documented risk management exercise needs to be carried out in case of significant
changes in the priority areas strategy, activities, systems and organisation, or in the externa! environment
in which the services works.
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In practical terms, structured and documented risk management exercises have to be carried out as part
of the Work programme process and, if the service considers it necessary, via complementary risk reviews
of new or modified activities, when appropriate.

3.2.2 Risk management as part of the strategy and planning process
During the preparation of the Work Programme, each Division/Department will identify significant risks
related to the foreseen activities and objectives. In order to ensure that all risk aspects are covered, the
UfMS risk typology can be used to facilitate this exercise.

Although the scope of the risk management exercise has to be comprehensive, the focus will be on new
or changed activities/objectives and modifications in the corresponding processes and systems, since
change often represents the most significant risks.

Once the integration of risk management within the Work Programme/Activity report processes has been
established, attention will have to be paid to the use of risk management to complement the basis on
which assessment of priorities is carried out as regards resource allocations in the earlier phases of the
Strategic Planning and Programming cycle, such as the Draft Budget.

3.3 Support for implementing risk management

In order to ensure the successful implementation of risk management in a service and in the UfM as a
whole, measures must be taken to ensure a supportive work environment, to build and improve risk
management skills, and to establish effective communication.

e Creating a supportive work environment

e Improving risk management skills

e Establishing effective communication

e Guidance: The Risk Management Implementation Guide, Generic guidance for risk identification;
Specific guidance for certain activities; Expert advice.
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IX. Annexes

- UfM Secretariat internal structure, detailed organigram.
Staffing plan with forecasts of needs.

The Secretariat of the Union for the Mediterranean
Palacio de Pedralbes. C/ Pere Duran Farell 11. 08034 Barcelona. Spain. Tel: +34 93 521 4100. Fax: +34 93 553 9040
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