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EXECUTIVE SUMMARY

Lesotho continues to score well in many international governance and human rights indices. Recent
and ongoing parliamentary reform initiatives indicate a clear political commitment to increased
transparency and public accountability. Nevertheless, 2007 was a politically tumultuous year for
Lesotho due to a highly contested General Election in February.

Although Lesotho is a least developed country with limited natural resource endowments, it has
achieved a real annual average GDP growth rate of 4.0% between 2000 and 2005 and the national
geconomy (GDP) reached M 11.8 billion in 2007 with a growth in real GDP of 8% (FY 2007-2008).
Headline inflation has remained relatively stable, and Government has a good fiscal management
record. However unemployment remains high and a stylised picture of Lesotho’s economy would
be one where the domestic economy has been unable to compensate for declining opportunities for
unskilled work in South Africa over the past two decades, despite impressive headline GDP
growth. Furthermore, Lesotho experienced one of the worst droughts in 30 years in 2007, leaving
400,000 Basotho {(more than 20% of the population) reliant on emergency food aid.

Lesotho’s Poverty Reduction Strategy expired in 2007; Government is currently designing an
Interim Poverty Reduction and Growth Strategy (IPRGS) —with the creation of an environment
conducive to private sector growth being the Government’s number one objective. Lesotho
initialled the Interim SADC-EU EPA in late 2007. The EPA has demonstrable potential to
significantly increase economic welfare in Lesotho. However, real concerns remain regarding its
impact on SADC and SACU arrangements in terms of economic development and SACU revenue,
on which Government remains heavily reliant. Subject to these concerns, the Rules of Origin (RoO)
regime resulting from the EPA negotiations provides a good example of successful Policy
Coordination for Development (PCD), with EU trade policy complementing in-country EC
development cooperation.

Progress in EU- Lesotho cooperation during 2007 overall was satlsfactory The financial
performance for the 9" EDF improved 51gmﬁcantly during 2007, both in terms of individual
commitments and disbursement. In comparison with 2006, global commitments (project
approvals) increased by 60%, with the comparable 2007 figures for individual commitments
(contracts signed) and disbursements (payments made) showing increases of almost 150% and
400% respectively.

With a strong focus on infrastructure, attaining successful outcomes from tendering processes while
remaining within budgets proved difficult, partially due to the effects of preparations for the 2010
FIFA World Cup in South Africa, and global price rises in raw materials. Whereas initially tender
attempts for a major water and sanitation project were unsuccessful, it proved possible to
successfully negotiate a contract on the basis of modifications to project scope, without unduly
affecting project outcomes. In the Transport Sector, a major road upgrading project is to be
launched in early 2008; measures have been taken to minimise the risk of tender failure.

Following initial discussions in 2006, donors continued to proceed towards a resumption of general
budget support in 2007. The World Bank, which is also likely to be a major donor for GBS, is
expected to begin disbursing funds early in 2008/9. EC disbursement is now anticipated to start
later in the financial year, while other donors may be ready to follow within the next 2-3 years. The
CSP/NIP 2008-2013 indicatively provides for 53 €M for GBS:; it will be disbursed in fixed and
variable tranches, the latter being conditional on GoL meeting the agreed targets as specified in the
Performance Assessment Framework (PAF).

EU-Lesotho cooperation is demonstrably well-aligned with the Joint EU-Africa Strategy on
multiple levels, though careful progress in further EPA negotiations and further improvements in
donor coordination will be important in ensuring that this remains so.




| Update on the Political, Economic and Social Situation
1.1 Update on the Political Situation

Lesotho continues to score highly on many international indices relating to national
democratic governance, especially relative to countries with similar income levels.! Ke'y
institutions supporting democratic governance are the Independent Electoral Commission, set
up in 2002 and charged with ensuring that all elections are free and fair, and the Office of the
Ombudsman, whose recent campaigns include the improvement of living conditions in
Lesotho's prisons and the compensation of those negatively affected by the Lesotho Highland
Water Project. The government also takes corruption very seriously, amending the Prevention
of Corruption and Economic Offenses Act in 2006 to transform the Directorate on Corruption
and Economic Offenses (DCEQ) into a parastatal, thereby giving the institution a higher
degree of independence. The DCEQ's anti-corruption activities fall into three broad
categories: educating the public about corruption, preventing corruption by closing any
loopholes in legislation, and investigating any corruption charges.

Nevertheless, relative to those previous to it, 2007 was a politically tumultuous year for
Lesotho. In late 2006, the ruling party, the Lesotho Congress for Democracy (LCD), split, and
a new party was created, the All Basotho Convention (ABC). As the ABC gained increasing
support, Prime Minister Pakalitha Mosisili called a snap election, which was held in February
2007, and generally declared credible, lawful and peaceful by observers. The Mixed Member
Proportional system of seat allocations meant that the LCD benefited far more than the ABC
did, and ultimately won the election by a large margin.. This result was disputed by a
coalition of opposition parties, who began a series of corresponding legal challenges. Several
incidents, including a week-long nightly curfew enforced in Lesotho’s bigger cities, suggested
increasing tension and a deteriorating security sifuation during mid-2007, and a SADC
Eminent Persons Mission, led by the former President of Botswana, was deployed to mediate
between the parties.

Recent and ongoing parliamentary reform initiatives, which are managed by the cross-party
Parliamentary Reform Committee (PRC), clearly indicate a strong political commitment to
increased transparency and public accountability. Five new Portfolio Commitiees were
established in 2007 thanks to the PRC's work, and their first public hearings took place in
February 2008. Given the cross-party nature of Committee membership, these reforms will
provide a powerful new platform through which Government can be held to account by
Parliamentarians, and, indirectly, the electorate.

A Local Government Act was passed in 1997, centred on the creation of institutional
structures at District and Community level to transfer to the people both the responsibilities
and the resources for managing their own affairs and local development. Implementation of
the ambitious decentralisation programme started in earnest in 2005, when Basotho
participated in the first elections of local government structures. While political
decentralisation has made good progress since 2005, progress on fiscal decentralisation is still
limited. The aim of fiscal decentralisation is to impact on the incentive structures
faced by Local Authorities. One issue is the realisation of equitable, automatic and
robust resource transfer arrangements from Central Government to supplement local
revenues, including the establishment of planned District Development Funds at the
disposal of the elected local authorities.

1.2 Update on the Economic Situation

! Lesotho is one of only ten Least Developed Countries to be rated as “fully free’ in terms of democratic
governance and civil liberties by Freedom House, the leading democracy NGO. It qualified for assistance from
the Millennium Challenge Corporation partly on the basis of its very high scores across six dimensions of
national governance, all of which place Lesotho above the 85th percentile among countries in the same income

group.



L2.1 Macroeconomic Situation

The Poverty Reduction Srategy articulates the Government’s development agenda and was
the basis for coordination and harmonization with and among development partners. The PRS
identifies three key areas for Government action:

1. To facilitate economic growth that creates employment and income earning
opportunities. The key objectives under this pillar are to create nonagricultural
employment, improve agriculture and food security, and develop infrastructure while
managing and conserving the environment.

2. To empower the poor and the vulnerable and improve their access to basic services.
The objectives under the second pillar are to improve the quality of and access to
health care and social services; and to improve the quality of and access to education
and make it more relevant to the needs of the market.

3. To deepen democracy and improve public sector performance, to ensure that policies
and legal frameworks facilitate the full implementation of priorities. In addition to the
three main pillars of the PRS, the GOL recognizes two major cross-cutting themes of
national importance: HIV/AIDS, and gender, children and youth.

Lesotho has a population of 1.88 million growing at an average of 0.1% per annum or at an
average countrywide inter-censorial rate (1996-2006) of 1%. The population split was 76%
rural and 24% urban according to the 2006 census preliminary results. The literate but largely
unskilled labour force represents the main national resource. Lesotho is entirely landlocked
within the territory of the Republic of South Africa (RSA) and its economic development
centres on its membership and participation in the activities of the Southern African Customs
Union (SACU), the Common Monetary Area (CMA) and the Southern African Development
Community (SADC). In addition to goods and services produced within the country, Lesotho
receives very important net transfers from the SACU revenue pool. As highlighted in previous
JARS, Lesotho is therefore very vulnerable to modifications in trade tariffs.

Traditionally the Lesotho economy has relied heavily on the remittances generated by
employment opportunities for predominantly rural, unskilled workers in the South African
mines. The trend in South Africa to employ more South African nationals along with a period
of intense restructuring in the mining industry has resulted in less job opportunities. Legal
employment opportunities for unskilled workers in South Africa mines thus declined
significantly from the mid-1990s onwards, from an average of around 110,000 jobs for
Basotho in the early 1990s, to around 50,000 currently. At the same time it is evident that
employment opportunities for the educated, largely urban, Basotho workers in South Africa
have increased dramatically. It is thus not surprising, that, given the disparity of opportunities
between Lesotho and South Africa, Lesotho contlnues to rank as the most remittance-
dependent country in Africa (proportional to GDP)

Unemployment is high, and consistently ranked by Basotho as the most important driver of
poverty in the country, and the problem to which Government should attend most urgently.’
The most recent labour force survey (1999) estimated the unemployment rate to be 31%. In
the absence of another labour force survey, various respondent surveys have indicated
significant increases in unemployment, albeit with different methodologies (Annex 1).

Headline inflation has remained relatively stable, and is primarily driven by prices in South
Africa, which remains the source of almost 90% of the country’s imports for final

2 ... and third most remittance dependent in the world, after Tonga and Moldova. See International Monetary
Fund (2005), ‘Sending money home: Trends in Migrant Remittances,” IMF Finance and Development Magazine,
available online at http://www.imf.org/external/pubs/ft/fandd/2005/12/picture.htm

? See, for example, Afrobarometer’s survey of public opinion in 2005 (p.34), The Voice of the People: Report on
Community Consultations for the national vision and Poverty Reduction Strategy Paper (2002), and “Poverty
and Livelihoods in Lesotho, 2000: A Mapping Exercise” (Sechaba Consultants, 2000).
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consumption. Stable inflation can be at least partly attributable to the Government’s prudent
fiscal stance, and the stable macroeconomic environment has undoubtedly benefited the
private sector in Lesotho. However Basotho have reported grave dissatisfaction with “price
stability” in Lesotho, probably reflecting fluctuations in food prices which gravely affect
much of the population.

Although Lesotho is a least developed country with limited natural resource endowments, it
has achieved a real annual average GDP growth rate in the five years between 2000 and 2005
of approximately 4%. Real GDP rose 8 percent in FY 2007-2008, bringing the national
economy (GDP) to M 11.797 billion in 2007. The economy was primarily driven by booming
diamond production and a recovery of the garment industry. While drought returned in 2007,
causing Agriculture’s contribution to GDP to be negative, mining, garment industry, and
construction remained vibrant. Overall, GDP growth is expected to be about 5 percent for FY
2008-2009.

Government has achieved growing fiscal surpluses since 2003/04, as a result of very large
and unanticipated increases in SACU revenue and through improvements in tax collection.
Via these surpluses, Government’s policy of retiring commercial debt continues to generate
significant savings: total Government debt as a percentage of GDP declined by about half of
the early 2000°s figure to 49 % in 2007. The highly concessional nature of the remaining
external debt means that annual debt servicing obligations remain manageable. Lesotho’s
monetary policy objective is to maintain the level of official net international reserves within
or above the range of $400 - $450 million(Annex 1).

Creating an environment conducive to private sector growth (in terms of policy, regulation,
infrastructure, etc.) remains Government’s number one objective.” Government is currently in
the process of formulating a new Growth Strategy, which will guide growth initiatives across
Ministries and sectors. Lesotho’s performance against the Doing Business indicator series is
above average for Least Developed Countries and the Sub-Saharan African region; past
reform efforts in Lesotho were commended by the Doing Business team during 2007.
Nevertheless, Lesotho continues to lag behind those countries with which it actually competes
for trade and investment: the SADC and SACU regions, as well as major textile-exporting
countries. In July 2007, Government signed a Compact with the Millennium Challenge
Corporation, a major component of which involves reform in some of the most important
policy areas, including land tenure, access to credit and the commercial courts. Growth will
remain the centrepiece of Government’s Poverty Reduction Strategy; this will be reflected in
a new, Interim PRGS, which will be drafted in the first half of 2008.

1.2.2  Public Financial Management (PFM)

The most recent World Bank public expendlture management and financial accountability
review (Annex 1-PEFA) was published in 2007.% Lesotho scored highly in 9 of 23 areas,
including credibility and comprehensiveness of the budget, orderliness and participation in the
budget process, predictability in the availability of funds for commitment of expenditures and
public access to key fiscal information. A further four areas received medium grades, Serious
weaknesses remain present in several critical areas, such as accounting, recording, reporting,
internal controls and auditing and external scrutiny. Government is addressing these
weaknesses through the Public Financial Management reform, a component of the wider
Public Sector Improvement and Reform Programme (PSIRP).

Accounting and internal control weaknesses are being addressed by introducing an IT system
allowing integrated and more transparent accounting, revenue and expenditure management
across government (see Section I -IFMIS). Another important process is the revision of the
Public Accounts since 2004, which will then go through another round of audits. This process
will be concluded by a Statement of Financial Affairs presented by Parliament.

? See section 1.3.1 for more information. For national views on “price stability”, see Afrobarometer (2003, g65c)
* See Poverty Reduction Strategy 2004/5 — 2006/7, and Budget Speeches covering the years 2005-2008.
¢ See also summary scorings table, annex I



Financial accountability and transparency are also being promoted by improving the relevant
legal and institutional framework through the drafting of the Public Financial Management
and Accountability Act. Finally, auditing capacity is being strengthened by the drafting of an
Internal Audit charter, training in procurement audit, and the establishment of internal audit
units in line ministries.

Lesotho is also improving its planning and budgeting capacity through the introduction of a
Medium Term Expenditure Framework, which will greatly improve the ability of Cabinet to
allocate funds in line with policies in a more efficient manner. Following a substantial
training program in mid-2007, every Ministry presented a Budget Framework Paper (BFP)
justifying budget proposals as part of longer-term spending plans clearly linked to explicit
outcome and performance measures. The MFDP led a series of hearings, scrutinising BFPs
and making recommendations to Cabinet.

1.2.3  Integration into the World Economy and Trade Arrangements

The most significant issue facing Lesotho, in terms of regional integration, remains how to
encourage closer economic integration with South Africa while protectmg its cuIturalé
economic and political independence. Lesotho is a member of SACU,’ the CMA,* SADC
and the African Union (AU). It has also established a Joint Bllateral Comnussmn on
Cooperation (JBCC) with the Government of South Africa as a vehicle for closer integration
with its sole neighbour.

Although a ‘trade’ issue only indirectly, the future of SACU is probably the most important
‘integration’ issue facing Lesotho, as it is currently the source of approximately 50% of
Government revenues. The recent, unanticipated and largely consumer-credit driven import
boom in South Africa has greatly increased the size of the customs pool, resulting in dramatic
windfalls for the BLNS countries, including Lesotho. This leaves Government with a large
and anomalous fiscal risk in the medium-term, as a change in either the economic
circumstances in South Africa, in SACU revenue sharing arrangements themselves or in
South Africa’s bilateral trading arrangements could all result in a sudden contraction of total
Government revenue in Lesotho.

AGOA remains of critical importance to the economy of Lesotho, particularly the “third
country fabric” provisions within it, without which Lesotho’s garment sector would have
great difficulty exporting competitively to the United States. In 2006, the House of
Representatives narrowly voted for the extension of these provisions until 2012. While recent
equivalent provisions were introduced into EU-Lesotho trading arrangements via the Interim
SADC-EU EPA discussed below — undoubtedly a positive development — Lesotho’s garment
sector remains largely dependent on such trading concessions, and therefore vulnerable to
changes in them.

1.2.4 [EPA Negotiations

Since early 2005, as part of a large (though incomplete) group of SADC countries, Lesotho
has been involved in substantive EPA negotiations with the EU. In November 2007, Lesotho
initialled an Interim SADC-EU EPA along with Swaziland, Botswana and Mozambique;
Namibia initialled the Agreement the following month. The Agreement included a WTO-
compatlble goods market access schedule, allowing for 100% liberalisation by the EU as of
January 1% 2008 and 80% liberalisation by value by SADC countries, with exclusions
focusing on agricultural goods. The Agreement contains a commitment between parties other
than Namibia to extend the scope of the agreement through the negotiation of an investment
chapter and further liberalisation in services by the end of 2008. The Agreement anticipates
that issues relating to competition and government procurement will only be examined once

7 Along with South Africa SACU comprises the BLNS countries (Botswana, Lesotho, Namibia, and Swaziland)
® Membership as SACU, but excluding Botswana.

® SADC membership in addition to BLNS and South Africa, also includes Angola, DR Congo, Malawi,
Mauritius, Mozambique, Seychelles, Tanzania, Zambia and Zimbabwe.
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adequate regional capacity has been built. A chapter on development cooperation is also
included.

While many of these developments clearly represent progress for Lesotho, the fact that the
Agreement has yet to be initialled by South Africa, and the lack of clarity regarding the
implications of the agreement for SACU, the source of approximately half GoL’s revenue,
remain sources of concern. It is hoped that future negotiations will account for the crucial role
that SACU revenue plays in Lesotho’s social and economic development, and will ensure that
the resulting agreements complicates trading across borders in the SACU and SADC trading
regions as little as possible.

L3 Update on the Social Situation
13.1 Eradication of Poverty and Food Security

Lesotho's Agricultural Sector Strategic Plan is consistent with the priorities outlined in the
National Vision 2020 and the PRS, and has six goals, which include among others: food
security, poverty alleviation, and sustainable environment mangament and conservation.
Increasing crop and livestock production is the key element of the Government's strategy to
achieve food security at the national and household level.

In 2007, Lesotho experienced one of the worst droughts in 30 years, leading 400,000 Basotho
(more than 20% of the population) to become reliant on emergency food aid. According to the
Lesotho Vulnerability Assessment Committee’s June 2007 report, maize production declined
most steeply in the mountain and southern lowland areas, although serious declines were
experienced in all areas. Because Lesotho produces only 30% of its food requirements even in
a normal year, the impact of the failure of subsistence crops on food insecurity was
compounded by high regional prices, which were caused by a similarly poor harvest in the
entire region.

2007 saw the release of Lesotho’s first full Household Budget Survey (HBS) since the early
1990s, which, while providing an unparalleled amount of data on household poverty in
Lesotho, follows a five year compilation process as the source data was collected in 2002/03.
Nevertheless, the 2002/03 HBS seems to show positive changes between 1993/94 and
2002/03: the proportion of households living below the poverty line'® fell from 62.1% to
50.2%, and there was also a significant shallowing of poverty, implying that houscholds
living below the poverty line in 2002/03 were better off than those of 1993/94. While such
positive changes are important, they should not distract from the fact that Basotho remain by
and large extremely impoverished, with the income of over a quarter of households failing to
provide for food needs alone, even before other living costs are taken into account.

Poverty in Lesotho is most strongly associated with rural areas, a lack of a waged income and
female-headed households. However, according to the 2002/03 HBS, improvement in poverty
levels was greatest in rural areas, while Maseru saw a slight increase in the proportion of
households living below the poverty line. While the 2002/03 HBS analysis also suggests that
inequality has declined, there is little doubt that it remains severe in Lesotho: according to the
2007/08 UN Human Development Report, Lesotho has the second highest inequality in the
world, after Namibia.

Lesotho faces severe challenges in attempting to achieve the Millennium Development Goals
(MDGs). The MDG Status Report 2004 suggested that Lesotho would achieve or exceed
several of the targets by 2015, including universal primary education, gender equality in
education and -with substantial investments- improving access to safe drinking water and
sanitation, but would fall short on health outcomes, child malnutrition, environmental
sustainability and the first target, the eradication of hunger and extreme poverty. Monitoring
and evaluation mechanisms (including statistical capacities) are variable and statistical gaps

19 The poverty line for 2002/03 is defined as an expenditure of 149.91 Maloti (18 Euro) per month per person.
Below this amount, it is considered that a person cannot afford to purchase basic necessities, including food
requirements and basic non-food items.



and delays in information dissemination are hindering the task of ensuring a consistent and-
continuous process of monitoring the achievement of the MDGs.

Finally, HIV/AIDS poses a grave threat to social and economic development in Lesotho, and
in turn to the achievement of the MDGs. The pandemic has probably put the health-related
MDG beyond reach already, including the targets for reducing death rates associated with the
“old™ killer disease in Lesotho, tuberculosis.

1.3.2 Education

In line with broad Government objectives laid out in the National Vision and PRS, the
MoET's policy is to move decisively towards expanding enrolment, increasing retention and
improving the quality of education in all educational sub-sectors. In addition, key ministerial
objectives include ensuring that school curricula and vocational programmes are responsive to
the skills sought by the private sector and the communities in general, and to mitigate the
spread of HIV/AIDS through educational campaigns. GoL has prepared its ESSP to provide
the MoET with an effective long-term planning instrument over the period 2005 to 2015, in
line with the Education for All Fast Track Initiative. The ESSP anticipates that free education
will gradually be expanded to include the first three years of secondary education.

While performance against some educational indicators has stagnated, the overall picture,
when compared to the region and to other LDCs, is one of success. At 82%, literacy rates are
far higher than the 64% average in the Sub-Saharan African region. The literacy rate remains
higher for women (although the gap is now closing), as a result of the traditional ‘herd boy’
role for young males.!’ Literacy rates and other educational metrics received a boost when
Government began rolling out its Free Primary Education program in 2000. The Net
Enrollment Rate (NER) has reached 83 percent (2006) and continues to rise with new school
construction in rural areas, making it feasible that Lesotho will meet the MDG goals for
primary completion. Unsurprisingly, on the back of recent improvements, enrolment ratios
have now stagnated at 84% for primary and 25% for secondary. The now much larger
numbers of students graduating from primary school without, at present, the option to
continue on to free secondary education has become a major policy issue for the sector.

1.3.3 Health*?

The share of the health budget over the total Government budget has increased steadily from
5.8 percent in 2000 to about 11 percent in 2007. Although 79.5 percent of the population has
reasonable access (5km radius) to health facilities, large regional disparities exist. Rural areas
in particular have suffered worse health outcomes and benefited less from essential health
services. This persists across almost all health outcomes (e.g.: child mortality, maternal
mortality, and malnutrition) and health services (e.g.: immunization, antenatal care, and
assisted delivery by medical staff). Human resources in health is also a major concern.
Despite recent major recruitments, about 18 percent of the established posts continue to be
unfilled (including 20-25 vacancies for doctors).

In terms of health outcomes, malnutrition among children remains a serious problem — the
2004 DHS classified 38% of children under five as chronically malnourished on the basis of
their stunted growth. The problem was twice as severe in rural areas as in urban areas, no
doubt reflecting spatial differences in poverty levels as well as an apparently severe decline in
the quality of the rural roads network, on which much of the rural population relies for
accessing regional health services.

Several key development pariners are jointly supporting a long-term health sector reform led
by the Ministry of Health and Social Welfare (MOHSW) in order to achieve a sustainable
increase in access to quality preventive, curative and rchabilitative health care services in
Lesotho. The support is envisaged through a Sector-Wide Approach (SWAP) with an agreed
sector expenditure framework, harmonized fiduciary systems, and common performance

" For a full analysis, see the World Bank’s Country Status Report for Education (First Final Report) (2005, p.3)
12 HIV/AIDS is dealt with separately in the next section.




indicators. While Lesotho’s health policy environment continues to progress, monitoring and
evaluation remain hampered by a serious lack of capacity in the provision of statistics — the
latest available government health statistics date from 2004.

1.3.4 HIV/AIDS

Lesotho has the third highest HIV infection rate in the world and a life expectancy of 34
years. Common to the entire southern African region, Lesotho’s HIV epidemic is decimating
health across a wide range of metrics. The Demographic and Health Survey in 2004 estimated
the HIV infection rate to be around 23.5% among Basotho adults.” As the AIDS epidemic
spreads, so does the co-infection from tuberculosis (TB). TB prevalence has increased
dramatically from 75 per 100,000 people in 1990 to 171 per 100,000 people by 2007. Girls
and women suffer from higher HIV rates than boys and men; in the 15-19 age group, the ratio
of females to males infected with HIV is 3:1; for the 20-24 age group, the ratio is just over
2:1.

The loss is greatest amongst the most productive demographic, decimating the human
resource base of the country in the public and private sector. Another major consequence of
the epidemic is that a generation of 180,000 orphans is growing up in an already harsh
economic climate, without the financial, educational and emotional support of either parent,
and in many cases, with the responsibility for raising a household of younger, orphaned
siblings.

The primary factor driving high HIV infection rates is the widespread practice of sustaining
concurrent relationships with multiple partners without use of preventative measures;
secondary factors are likely to be poverty, inequality, the legacy of a legal system which has
long-since favored men explicitly, and an economy based heavily on migrant labour. While
knowledge of preventative measures and AIDS itself is generally widespread, stigma is also
highly prevalent; public knowledge that a person has AIDS — or has even tested for AIDS —
will oﬂ?? severely hamper livelihood strategies such as working in the community for
income.

ARV treatment is only accessed by 14% of those in need, while coverage of prevention of
mother-to-child transmission services is only 5%.'° PMTCT services were only been
introduced in 2003, and many local health clinics still do not offer them. However a switch to
an opt-out approach of HIV testing for pregnant women, as well as efforts to involve men in
couple testing and counselling, are helping to improve the situation.

The establishment of the National Aids Commission (NAC) and the National AIDS
Secretariat (NAS) in 2004, as well as the appointment of the NAS Chief Executive in March
20035, gave rise to high hopes, yet to be realised, for improving the coordination of Lesotho's
national HIV-AIDS response. A National HIV-AIDS Strategy 2006-2010 has been developed
and approved. Monitoring and evaluation mechanisms, however, remain weak.

All major donors in Lesotho are making a contribution to the fight against the HIV and AIDS
pandemic. HIV prevention (PEPFAR, Irish Aid and the UN), access to quality HIV services
(MCC, PEPFAR and Irish Aid), and supporting AIDS orphans (EC, UN, Global Fund) are the
major priorities. GTZ is specifically supporting the decentralisation of the government's HIV
and AIDS response.

L3.5 Gender

Basotho culture and society are routinely described as patriarchal, by both Government and
non-Government sources, and this has been and remains reflected in the legal system,

13 See the 2004 DHS, especially pp. 233-235. The full survey and data sct are available online. Note that this is lower than
previous prevalence estimates in Lesotho, as is the case with several more recent studies. The decline is largely accepted o
-have occurred as a result of improvements in methodology, rather than a declining real prevalence rate.

'* See UNICEF (2007), available online.

* MOHSW (2005, pp.189-190)

1 See UNAIDS {2007), available online.



although to a diminished extent. The majority of Basotho men report to reject the notion of
equal rights for women in favour of “traditional laws and customs,” but women themselves
are evenly split, with 40% still strongly and explicitly rejecting “equal rights” in principle.!”

Nevertheless, other evidence cautions against simple views on gender equality in Lesotho:
more than half of those freely elected by Basotho during the first ever Local Government
elections in 2005 were women, and women occupy many powerful positions in the country,
including nine of the twenty three positions in Cabinet at the time of writing. From a low
base, very significant legal reforms have been implemented recently: the enactment of the
Legal Capacity of Married Persons Bill by Parliament in December 2006 greatly increased the
rights of married women in Lesotho, who until then had the legal status of minors, requiring
their husbands’ consent to access credit and a host of other basic services. However, the Legal
Capacity of Married Persons Bill will only make a meaningful impact in the lives of women if
supported by the judicial system and known about by all relevant parties. Furthermore, there
are other areas where gender-discriminatory legislation still applies.

L4 Update on the Environmental Situation

Lesotho's environmental policy mainly derives from the National Environment Policy (1996),
which harmonised previous action plans. This policy is being implemented by the Department
of Environment under the Ministry of Tourism, Environment, and Culture, in collaboration
with other ministries. The Department made a critical breakthrough towards the achievement
of a legislative framework for environmental management with the Environment Act in 2001,
which mandates Environmental Impact Assessments for large construction projects. However
actual implementation and regulation activities suffer from a lack of capacity in the
Department.

Specific environmental problems include soil erosion, with an estimated 36 M tons of topsoil
lost annually. The topography and soil texture play an important role, but over-stocking and
overgrazing are also major contributors to the problem. The Ministry of Agriculture and
Food Security is now actively embracing conservation farming in order to address that
problem, The Ministry of Forestry and Land Reclamation's National Forestry Policy's target is
to reduce the loss of topsoil to 20 M tons by 2015.

The situation of severe food insecurity in Lesotho in 2007 was linked to global warming, with
erratic weather patterns causing the failure of local subsistence crops as well as regional
commercial crops. Such changes in weather patterns should be expected to continue as a
result of global warming. An average increase of five degrees is expected for Southern Africa
with already-poor countries like Lesotho suffering disproportionately from food insecurity. A
National Adaptation Plan of Action on Climate Change is being developed, with support from
the Global Environment Foundation.

Pollution of the environment is of increasing concern. Pollution of surface and ground water
by industrial activity (in particular by the “wet” textile industries), agricultural chemicals, pit-
latrines, uncontrolled urban drainage and landfills is not insignificant. Industrial pollution is
caused by industries failing to pre-treat their used water before they release it. Although the
only way to remedy this problem is to transfer the water treatment responsibility from
industries to government, the Water Treatment Facility is yet to be upgraded to accommodate
industrial waste.

II OVERVIEW OF PAST AND ONGOING COOPERATION

During the year 2007 performance under the EU-Lesotho Cooperation showed very mixed
result, but overall performance can be considered satisfactory.

17 Afrobarometer (2003, p.10), available online




Implementation results and progress under the ongoing programmes are set out in the sectlons
I1.1 and I1.2 below. Progress in programming the utilisation of resources under the 10" EDF
NIP is detailed in section II.5.

Financial performance for the 9" EDF 1mproved significantly during 2007, both in terms of
individual commitments and disbursement. The 9" EDF programme was very slow in starting
but gathered significant momentum in 2007.

The table below indicates that with global commitments (project approvals) increasing by
60% over the previous year’s total, the comparable 2007 figures for individual commitments
(contracts signed) and disbursements (payments made) show increases of almost 150% and
400% respectively.

Financial situation at year end 2006 and 2007

Total _
NIP 9th Total Global Individual Total
EDF Commitments | Commitments { Disbursements

31/12/2006 64,535,100 13,918,974 2,376,438
31/12/2007 | 103,785,100 34,405,479 11,810,905
Increase 39,250,000 20,486,505 9,555,533
% 60.8% 147.2% 402.1%

II.1 Focal Sectors
I 1.1 Water and Sanitation Sector

Aiming at achievement of the water-related MDGs by 2015, GoL has given high priority to
improved access to water and samtatlon and the sector was selected as the first focal point for
EC-Lesotho cooperation under the 9™ EDF NIP. The resulting strategy takes a two-pronged
approach, aiming both to secure sufficient medium- to long-term bulk water supplies for the
lowlands, and to strengthen sustainable water delivery and sanitation systems in six urban
areas.

The EIB remains closely involved in the water and sanitation sector operations (refer to
Annex XI).

a) Results

The results as defined in the Intervention Framework for the 9™ EDF NIP are summarised as
follows:

e Provision of Medium-term water and sanitation services to Six Towns (now three
towns — see details under “progress in activities” below).

e Medium to long-term investment programme for the Lesotho Lowlands bulk water
supply prepared.

e Public and private sector capacity for water supply and waste water treatment
enhanced.

s Existing Maseru wastewater system expanded.
* Development of a Sector-Wide Approach (SWAp).

b) Progress in activities



The Lesotho Water Supply and Sanitation Sector Programme (LWSSP) comprises four
components, developed on the basis of studies carried out with 8™ EDF support during 2003
and 2004:

1. - Design of Lesotho Lowlands Bulk Water Supply Scheme
2. Three Towns Water Supply Project (former “Six Towns™)
3. Maseru Wastewater Project
4. Technical Assistance to WASA

Design of Lesotho Lowlands Bulk Water Supply Scheme

The Government has placed the highest priority on developing an investment programme for
securing affordable potable water supplies for domestic and commercial use. The project
included in 9™ EDF LWSSP provides the Detailed Design and the preparation of tender
documents for the construction works for the Lowlands Water Supply Scheme which will
make available bulk treated water for domestic and industrial use in the Lowlands based on
river extraction. In addition, a National Water Sector Information Management System
(NWSIMS) will be developed for all available sector data held by the water sector institutions
and studies.

Detailed design work commenced in January 2007, following the awarding of the contract to
a consortium lead by Scott Stewart International of South Africa. The period of performance
was extended to the 29™ August 2008, at no extra cost to the Project. The Inception Report
was submitted in February 2007 and approved in April 2007. Conceptual Design Reports for
Zones 1, 6, 7 and 8 are expected to be submitted in early 2008. So far the project progressed
well and with only minor delays.

At the time of tendering for the services it had been envisaged that the NWSIMS would be
“driven” by wireless technology. However, subsequent discussions between the Consultant
and the relevant service providers has elicited the fact that the present wireless systems are
incapable of providing the necessary “speed” for an information management system as
comprehensive as the NWSIMS. Possible solutions are being discussed with the Ministry of
Communication and the Ministry of Finance.

Three Towns Water Supply Project

This project, to be implemented by the Water and Sewerage Authority (WASA), was
designed to cover the medium-term (2015) upgrading of water supply and sanitation in six
urban areas of Lesotho (Maputsoe, Mapoteng, Teyateyaneng, Roma, Morija and Quthing),
which have a combined population of over 130,000 inhabitants and are important economic
and social centres with a high potential for development. It covers the upgrading/replacement
and expansion of groundwater wells, river intake works, pumping stations, treatment plants,
pipelines, storage tanks and yard connections. Sanitation works include the rehabilitation and
expansion of the sewerage networks, pumping stations and small wastewater treatment
facilities.

Following an unsuccessful initial tender process in 2006, the contract for Stage 2
(Implementation of Works detailed in Feasibility Studies and Designed produced during
Stage 1) was re-advertised in January 2007. On the expiry of an extended submission period,
two tenders were received, both of which were partial, despite being over-budget. Neither
included a bid for Lot C — Quthing. Following the calling of both potential contractors for
negotiation, the contract was awarded to UNIK, a contractor based in Botswana which is
already working for WASA. To fit the budget, the scope of the project was reduced, now to
cover Maputsoe, Teyateyaneng and Roma, whilst optimizing the numbers of beneficiaries.
Reflecting this, and following a subsequent formal change to the Financing Agreement, the
project has been renamed the “Three Towns Water Supply Project.” Commencement is
expected in May 2008.
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Maseru Wastewater Project

The Three Towns Water Supply Project (referred to above) does not include the city of
Maseru. The Maseru Wastewater Project is an emergency intervention to rehabilitate the
present sewerage system of Maseru. Sewerage infrastructure suffers from lack of maintenance
and from WASA’s constrained capacity in the area of management and operation
maintenance. The component under LWSSP covers the execution of immediate works and the
supply of equipment and materials only. Following an unsuccessful initial tender process in
2006, the tender for the supply element of the Immediate Works was re-launched on 3
January 2007, leading to the Supply Contract being awarded to Farmex Technology of France
in October 2007. The local open tender for the immediate works was launched in November
2007 and a clarification meeting and site visit took place prior to end 2007. Tenders were
received in Januvary and award of the contract is expected in April 2008.

In 2007 WASA obtained the estimated required funding for Medium Term Works (totaling
EUR 28.6 million) from the EIB (EUR 14.3 million loan, Agreement signed July 2007), the
ACP-EU Water Facility (EUR 10 million grant, contract signed December 2007) and the GoL
(EUR 4.3 million grant).

Technical Assistance Support to WASA

A long-term TA Adviser is to provide technical support and advice to WASA, in order to
ensure the effective supervision of the above mentioned Maseru Wastewater Project, whilst
providing technical support for the development of the capabilities of the O&M department,
and to assist the Chief Executive of WASA in planning and reporting. The Adviser will also
cover advice on operations and maintenance of the Six Towns project, as well as WASA’s
other urban water supply and sanitation schemes.

The Procurement Notice was published on 21 January 2006, the contract awarded to
Hydroarch S.r.]1 of Italy, and the TA took up position in March 2007. The Adviser is working
with the Director of Opecrations and Maintenance and has prepared the tender dossier for a
technical training programme for WASA operations and maintenance staff - for which tender
was launched in March 2008 - and in the procurement processes for the Three Towns Project
and the Maseru Wastewater Project.

II.1.2 Road Transport Sector

The intervention strategy under the 9th EDF for the transport sector secks to improve social
welfare by improving access to isolated areas, markets and economic and social services, and
through improvements in road safety.

a} Results
Results envisaged in the 9th.EDF intervention for the sector are summarised as follows:
¢ To define and adopt a transport sector policy;
e To strengthen the road sector institutional framework;
e To improve the Lesotho road network;
e To improve road safety.

In addition it was envisaged that a significant amount of temporary employment would be
generated through the application of labour-based road maintenance and upgrading
technologies.

b) Progress in activities
9" EDF

The Financing Decision for the Upgrading and Strengthening of 110km Paved Primary Road
Network (21.5 €M - incl. supervision), was made in July 2007 and the Financing Agreement
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signed in September 2007. The Feasibility and Design study had in essence been completed
during 2006 and the tender dossier was substantially completed during 2007, after the
decision was made to prepare the tender in four separate lots. It is now anticipated that the
tender for the works contract will be launched in the first quarter of 2008. A service contract
for assistance with tendering and supervision will be signed with the BKS Group of South
Africa, in association with Louis Berger SA (France) and SM Consulting Engineers
(Lesotho), which undertook the feasibility and design of tendering and supervision.

Given the significant upward pressure on prices in the regional construction market, linked to
the enormous construction programme for the South African-hosted 2010 football world cup,
it is fortuitous that the GoL has made provisions under the development budget 2008/9 for
LSL 40 M (approx. 3.2 €M) to supplement the EDF resources.

During the first quarter of 2007, the Financing Agreement on Transport Sector Policy and
Institutional Reform Support Programme (TSPIRSP) was signed between the GOL and the
EC. The TSPIRSP (7.85 €M) is a capacity building programme aimed at supporting the
Government’s proposed institutional reforms in the transport sector and one of the three
components of the WB/IDA funded Integrated Transport Project (ITP) officially launched in
July 2007. More specifically, the Programme aims to provide a sustainable road sector
management which is efficient in planning, developing, and maintaining the Lesotho road
network and in coordinating and integrating it in the national transport system.

The Contribution Agreement between the World Bank and the EC which was originally
planned to be signed towards the end of 2007 was not signed due to the need to clarify a
number of implementation modalities between the two institutions. The delay in signing
impacted negatively on the normal operations of the ITP Programme Management Unit
(PMU) as it meant that some critical activities had to be put on hold until the Agreement was
signed (planned to be in February 2008). However, good progress was made with the TA to
the Roads Branch, which was in place by December 2007 and a number of other service
tenders, which were under evaluation at that time.

8" EDF

During the final stage of the Road Transport Infrastructure Project (8§ ACP LSO 002), whose
implementation is to be completed by the 31% of March 2008, additional support was
programmed for rural road construction and road safety measures through Programme
Estimates, which came to an end on the 31" of December 2007. The upgrading of 10.6 km of
earth tracks to all-weather standard was still ongoing at the end of the reporting period, as was
the implementation of the Installation of Thetsane Street Lights. By the end of 2007 virtually
1006% of the programme’s resources (37.7 €M) had been committed and 96.4% (36.3 €M) had
been disbursed.

All TA support under the programme had been completed in 2006 and implementation of
remaining activities was slow. Implementation capacity in the road sector remains weak and
the capacity building component of the ITP (see above) is much needed to address this.

I1.1.3 Measures against HIV/AIDS™
a} Results
Expected results arc as follows: .

e Programme for combating HIV/AIDS and operational home-based care system
established.

s  Awareness of HIV/AIDS increased.
* Neediest of OVCs in Lesotho provided with multi-dimensional support packages.

'® This new focal sector was introduced in the 2005 Addendum to the 5% EDF CSP/NIP, following the 2004
Mid-term Review.
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e Capacity to support OVCs built within GoL and in particular the Dept. of Social
Welfare.

e Coordination and networking improved for all actors in the OVC Sector.
b} Progress in activities

The Financing Agreement was signed in February 2007 for a 12 €M project to assist the
neediest OVCs through a holistic approach that covers cash transfers, access to education,
food security, advice and support. A Contribution Agreement was signed between the
Commission and UNICEF (March 2007) to implement the project.

The first year of the project has mostly focused on getting the structures together, sharing the
responsibilities, and refining the activities of the project. All attention is on establishing the
modalities and structures for cash transfers.

Although first activities were supposed to be implemented by the end of 2007, the project is
running late, notably because of staffing issues and lack of strong commitment within the
Ministry of Health and Social Welfare to get the project going. UNICEF has not taken on full
project management responsibility.

1. 1.4 Macroeconomic Support and Capacity Building
General Budget Support

Following a review of the 8" EDF Poverty Reduction Budgetary Support Programme (PRBS)
in 2004, the EC decided that contmumg problems in public financial management precluded
the preparation of the planned 9" EDF budget support programme. Instead, GoL and the
principal donors continued efforts to enhance capacr[y in PFM, with a view to resuming co-
operation in the form of budget support under the 10" EDF.

Capacity Building in Economic Planning (CBEP)

Expected results and progress for the CBEP Project are described below. In February 2007, an
External Review of CBEP was completed, and the ‘lessons learnt’ transformed into a
Financing Proposal for CBEP II, which is a continuation of the efforts of CBEP but with a
shift in the focus of activities towards institutional and management strengthening across
technical departments. During 2007, Terms of Reference were drawn up and a procurement
notice was published. The Evaluation Committee recommended a shortlist of eight companies
to the EC which have been contacted for the full proposal. There are several linkages between
activities in CBEP and CBEPII, the implications of which for CBEP are highlighted below,

where relevant.
a) Results

The results for CBEP as defined in the Intervention Framework for the 9™ EDF NIP are
summarised as follows:

* Improvement in quality and timeliness of statistical reports;

e Macroeconomic planning based on rigorous economic analysis;

e Sustained upgrading of analytical and planning capacity within the Planning Cadre;
s (apital Budget targeted at national development objectives;

e Ministerial/sectoral planning procedures and practices established and adhered to;

e Sector programming, Monitoring and Evaluation a routine feature of public
expenditure management;

¢ Medium Term Expenditure Framework approach to planning and budgeting
introduced and operational.
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b) Progress in activities
TA for the Burcau of Statistics

Technical Assistance to the Office of the Director of the Bureau of Statistics (BoS) was
mobilised in early January 2007, for an assignment spanning 35 months. The Adviser has
become an integrated part of the management team. The Quarterly Reports and the Adviser’s
monthly “Quick Reports” (a summary sheet of issues and activities) show that the Bureau is
gaining traction in addressing its challenges and the Adviser has clearly assisted the Bureau in
addressing these in a more systematic fashion. Work on a new 5-year Strategic Plan began in
2007, and is expected to be finalised in April 2008. Capacity building and skills development
is being achieved, but the pace continues to be hampered by Lesotho’s endemic capacity
problems.

Macro-economic Support

A consultancy to develop and implement a macroeconomic model for Lesotho, including a
substantial relevant training programme, began in November 2005. An extensive financial
programming and economic theory training programme was implemented throughout 2007.
As expected, the consultancy has revealed weaknesses and inconsistencies in a number of
important data sets, including the National Accounts. Additional consultants were employed
to rectify NA deficiencies beginning in early 2007 and initially funded under the EDF, with
DAID providing supplementary funding. It is expected that the NA will have been reworked
by end-2008.

The contract of the Macroeconomic Adviser (since 2002 funded under a separate project),
was extended for 27 months effective from 1 January 2006. Although this contract cannot be
extended further, provision for a similar position will be included in CBEP II; the ToR for this
position will reflect the changing requirements, in particular in relation to the MTEF and to
ensure coherence with the PFM Programme.

Training

A Training Needs Assessment for planning and budgeting officers was completed in February
2007. It produced a detailed training programme, which forms the backbone and the largest
financial component of CBEP II.

Support to NAQ/Coordination

The TA to the NAO, in place since May 2004, will finish his assignment in July 2008.
Provision for a TA to the NAQ is made under CBEP, Phase Two. Mobilisation is expected in
August 2008. The TA Coordination Adviser, hired in May 2005, is to complete his
assignment in March 2008.

In preparation for the launch of CBEP II, a consultant was hired in July 2007 with a on¢ year
contract covering an estimated five assignments to help MFDP in preparing the groundwork
for the institutional reform components of CBEP II, with emphasis on the planning and
budgeting framework and associated institutional arrangements. By year-end the consultancy
had produced two reports with an overview of the intuitional issues and recommendations for
their resolution. In further assignments in 2008 the consultancy will need to focus on the core
objectives of facilitating consensus on the planning and budgeting system and the
accompanying institutional and manpower arrangements.

Public Financial Management (PFM)

One of the key elements of the Public Sector Improvement and Reform Programme (PSIRP)
is the introduction of an Integrated Financial Management and Information System (IFMIS),
including software, hardware, communication technology, change management and intensive
training for all users. Following the decision taken during the Mid-term Review of November
2004 not to proceed with General Budget Support under the A-envelope of the 9" EDF NIP,
and the subsequent revision of the 9" EDF CSP, it was agreed that funds would be reallocated
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to implement IFMIS in the Treasury. The Financing Agreemeht for IFMIS was signed by
MFDP and the EC in December 2006: IFMIS is expected to cost 7.5 €M over a three year
period.

Following unsuccessful tendering - all tenders being in excess of budget - a contract for the
provision of IFMIS was successfully negotiated in April 2007 without sacrificing any of the
scope of services. The Contract was signed in August 2007 and implementation started in
November 2007. Soft-Tech Consultants (Tanzania), the IFMIS Contractor, mobilised its staff
and site surveys were undertaken as the Contractor established office space in Maseru; user
training for the core IFMIS team commenced in December 2007. Minor implementation
delays, in particular in connection with ensuring full-time availability of the agreed Project
Manager, were addressed and it is anticipated that IFMIS will go live across central
Government from September 2008, as originally planned.

II.2 Projects and Programmes outside Focal Sectors
Ir2.1 TCF

The first TCF (2 M€) has been well employed to assist the NAO office and the EC to design
projects funded by the 8th and 9th EDF, as well as to complement activities in on-going
projects. Since its implementation period ended in 2007, a second phase (TCF 2, for 0.6 M€)
was designed to assist in the identification phase of the 10th EDF projects. Until now, it has
only been used to recruit technical assistance for the preparation of the Performance
Assessment Framework necessary for the 10th EDF general budget support.

I1.2.2 Micro-projects, Decentralisation & NSAs

The Third Multi-Annual Micro-project Programme (8 ACP LSO 003) was completed by the
end of 2006. It was agreed that there will not be a future micro-projects programme, and
support for community-based activities will in future be channelled through the proposed
Local Governance and Non-State Actors Support Programme (LGNSP). During 2007 work
was undertaken to develop the Financing Proposal for the LGNSP, based on the outputs of a
consultancy undertaken during 2006 to prepare the project for financing from resources of the
9™ EDF NIP.

The 6.4 M€ programme will run over 54 months and seeks to promote poverty reduction and
equality through the development of a demand-driven approach, which is more responsive to
needs and demands of the rural population. The programme purpose is to enhance the NSAs
role and capacity for greater involvement and effective participation in the sustainable and
integrated development process, and to reinforce dialogue, interaction and cooperation
between state actors, local authorities and non state actors at all levels of the decision making
process in the context of decentralization. One of the activities is a 2 M€ small scale local
community development fund, which will give grants to CBOs, thus strengthening the
communities’ involvement in decentralised development.

The Financing Agreement for LGNSP was signed in December 2007 and by the end of 2007
applications had been evaluated and a proposed shortlist had been recommended to the EC
Delegation. Tendering is expected to take place in early 2008.

IL3 Utilisation of Resources for Non State Actors (NSA)

Apart from the involvement of a number of non-governmental educational organisations in
the implementation of the Micro-projects Programme, until the development of the LGNSP
referred to above, the engagement with Non-State Actors in the context of the EDF
programmes. had been at a rather low level, No specific funds had been earmarked for NSA
under the 9" EDF. The aforementioned LGNSP will be a fundamental shift, with its strong
emphasis on capacny building for NSAs and the provision of financial resources for grant-
funding of community based and NSA initiatives. The provisions of the 10® EDF foresee a
continuation of this initiative, as well as providing for specific resources for NSA.

11.4 Utilisation of Envelope B
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Lesotho did not use the B-envelope and the allocation was reduced to zero after the ETR of
the 9" EDF CSP/NIP.

I1.5 Utilisation of ECHO Assistance

In the light of emergency needs arising from the severe drought and resulting food shortages
as of mid-2007, the European Commission mobilised a total of € 2,944,033 from its food aid
budget line (managed by DG Humanitarian Aid - ECHO) to support the distribution of food
aid (through WFP), the organisation of seed fairs for vulnerable farmers (through FAO) and
nutritional surveillance (through Action Against Hunger - Spain). These interventions targeted
20,000 beneficiary families (over 100,000 people).

I1.6 Programming the Utilisation of Resources under the 10™ EDF NIP

In line with the new procedures adopted for identification and formulation of projects and
programmes, it was agreed that for the 2008 Annual Action Programme (AAP) the priorities
would be:

- General Budget Support
- Water and Sanitation Sector Support
- (overnance.

11.6.1 General Budget Support (GBS)

A group of donors™, under the leadership of the European Commission, began discussions on

a resumption of budget support in 2006, and these discussions intensified in 2007. During the
meeting reviewing progress towards budget support,(8th-11th October 2007) it was agreed
that, as part of the GBS preparations, government would prepare a Performance Assessment
Framework (PAF). The PAF provides the framework for monitoring and assessing progress
vis-a-vis agreed priority policy objectives, under-pinning a program of general budget
support. In drafting the PAF, the Government and technical assistants organised a workshop
on GBS - involving all concerned ministries - followed by a round of bilateral discussions
with ministries in December 2007. The resulting PAF includes sets of targets in four clusters:
growth and macroeconomic performance, governance and PFM issues, human development,
and capacity development. It is currently envisaged that progress against targets will be
assessed annually, in September.

The CSP/NIP 2008-2013 provides an indicative amount of 53 €M for GBS. A Project
Identification Fiche (PIF) is to be prepared by March, 2008, followed by the Action Fiche in
June/July.

The World Bank, a key donor for GBS, is likely to begin disbursing funds early in FY 2008/9,
followed later in the year by the European Commission, while other donors may be ready to
follow within the next 2 years.

11.6.2 Water and Sanitation Sector Support

The decision to adopt a SWAp for the management and development of the water and
sanitation sector in Lesotho is embedded as Policy Statement 5 of the Water and Sanitation
Policy (February 2007). The major benefits of the adoption of a SWAp are seen as the
following: a broader ownership over decision-making with respect to sector policy,strategy,
and sector spending; increased coherence between sectoral policy, spending and results; and
minimised transaction costs associated with the provision of external financing.

An EC-funded two-phase study to look into the feasibility and to undertake the preparatory
work for a sector support programme took place during May/June and September/October
2007. The study concluded that subject to certain institutional weaknesses being addressed, a

¥ The group, in addition to the Commission, comprised the World Bank, African Development Bank, Irish Aid
and DFID. GTZ, representing Germany, joined the discussions as an observer.
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Sector Policy Support Programme (SPSP) was feasible. An Identification Fiche, based on the
output of Phase 11 of the abovementioned study was eleborated and submitted in March 2008,
with the aim to include the Action Fiche for the SPSP in the 2008 Annual Action Programme,
The amount reserved for this purpose under the 10® EDF NIP is 32 M€.

I1.6.3 Governance

Under the non-focal area of the 10® EDF, the NAO expressed the GoL’s interest in support
for the judiciary, helping to fight corruption, putting in place of anti-money laundering
measures and assistance with Government audits. Accordingly 3M € was allocated for a
Justice Sector programme. A consultant was engaged under a framework contract to do the
preparatory work including a Feasibility Study and a draft PIF. This work was close to
completion by the end of 2007. Based on cost estimates prepared by the consultant, it was
agreed to increase the amount of the programme to 4M €, by reallocation of 800,000 € from
GBS and 200,000 € from Human Development.

The programme secks to strengthen the rule of law in Lesotho by strengthening all
stakeholders taking part in criminal case handling. Furthermore the Directorate for Corruption
and Economic Offences will be supported in their operations.

II1 Poricy COHERENCE FOR DEVELOPMENT (PCD)

While aid and development cooperation are crucial in enabling the EC to help developing
countries achieve the MDGs, the external impact of EU policies outside the development
sphere can also greatly influence social and economic development across the world. The EC
is comnntted to promoting greater synergies between those policies and development
objectives.”’ The following section highlights some of the PCD areas and developments most
relevant to Lesotho.

The most 31gn1ﬁcant PCD development for Lesotho in 2007 was the relaxation of the EU’s

Rules of Origin regime under the Interim SADC-EU EPA.*' GoL remains committed to a
development path based on rapid and sustained private-sector growth as a first priority.
Lesotho’s garments industry grew from employing approximately 10,000 workers in 2001 to
approximately 40,000 in 2006, largely through rapid growth in the export of clothes made
from Chinese cloth to the United States, free from tariffs through the provisions of the African
Growth and Opportunities Act (AGOA). Previousl y, Lesotho could not export the same
garments to Europe because the EU deemed them to be insufficiently a ‘product of Lesotho,’
due to the use of Chinese fabrics. Under the Interim EU-SADC EPA, initialled in November
2007, this 1s no longer the case; accordingly, as a result of EU policy decisions, the sector
faces a wealth of new opportunities for export, with the potential to create rapidly a large
number of new jobs for Basotho, particularly low-skilled workers with limited opportunities
elsewhere.

As a Least Developed Country with high poverty levels, where welfare is dependent in
several ways on domestic and regional agriculture, Lesotho will and may already be suffering
from the effects of global climate change. The negative effects of recurrent poor regional
harvests in the coming decades have the potential to greatly exceed any foreseeable positive
effects of EC development aid to Lesotho. The EU has always been in the vanguard of efforts
to combat climate change; the success or failure of the EU’s climate control policies and
programmes such as the Greenhouse Gas Emissions Trading Scheme will greatly influence
overall PCD assessments for Lesotho for the foreseeable future.

IV JOINT EU-AFRICA STRATEGY (JEAS)

#* See ec.europa.ew/development/icenter/repository/Publication_Coherence. DEF_en pdf
*! Previous to the signing of the EPA, the negative effects of the previous Rules of Origin regime on Lesotho
were highlighted in the EC’s general report on Policy Coherence for Development (ibid, p. 62).
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In terms of peace, security and democratic governance, Lesotho continues to perform
exceptionally well espeCIalIy when compared to countrics with similar 1ncome levels (see
section L.1), largely meeting the goals of JEAS Strategic Priority areas g and b The only
area of intervention here is economic governance, via. CBEP and CBEP II, helping GoL to
ensure the transparent and accountable management of public funds, and to further strengthen
capacity in economic planning. However, urgent action is required if Lesotho is to address
issues relating to priority areas ¢ and 4: trade and regional integration, and accelerating
progress towards the MDGs. 1t is these areas where EC-GoL cooperation has been and
continues to be focused.

Sectoral interventions continue to have a clear focus on infrastructure (specifically, roads and
transport, water and sanitation), the third priority area in GoL’s Poverty Reduction Strategy,”
with a high potential for contributing to increased economic growth through increased
investment productivity, and to human development directly via. improved health outcomes
and access to health services. Progress in the Road Transport Sector (detailed in 11.1.2) clearly
accords with JEAS Action Plan 3, Priority Action 3 (Trade and Regional Integration:
Implement the EU-Africa Infrastructure Partnership). Progress in the Water and Sanitation
Sector (detailed in I1.1.1), as well as in HIV/AIDS, accords clearly with JEAS Action Plan 4,
Priority Action 3 (Millennium Development Goals: accelerate progress towards Health
Targets). As described in the 2008-2013 CSP/NIP, EC-GoL cooperation will focus
increasingly on HIV in the future, due to the obvious and overwhelming impact that the
pandemic is having on all progress towards all MDGs.

Economic policy support provided under the EDF funded programmes, latterly under CBEP,
has proved invaluable in helping GoL achieve and sustain macroeconomic stability through
good economic governance and fiscal management, the central pillar of economic growth.
JEAS states that closing the financing gap is Priority action 1 for achieving MDGs and, as has
been made clear through the PRS costing,”® while Lesotho’s policy environment generally
exemplifies best practice, GoL. faces a very large financing gap. CBEP and its successor
CBEP 11, are therefore more than sectoral capacity-building interventions: stronger financial
management systems and an enhanced capacity for economic planning will be essential in
allowing Government to push for general budget support in the long-term. Budget support
will provide the greatest chance that development aid in Lesotho will be used efficiently,
with minimal transaction costs and conditionalities, aligned with GoL priorities, and aiding
Donor Partners in achieving Paris Declaration targets. EC-GoL cooperation embodies many
other JEAS recommendatlons m terms of the New Approach to development cooperation
articulated in JEAS section I11.%°

Two concerns in terms of meeting JEAS goals are worth reiterating. Firstly, while the EC and
EU Member States provide the best example of a coordinated approach to development aid in
Lesotho, further improvements are required. Secondly, as discussed in section 1.2.4 above,
clarifications and further progress will be required if GolL is to remain confident that the
Interim SADC-EU EPA will remain workable and will not adversely affect economic
development in Lesotho, either through unnecessarily complicating regional integration
through interference with SADC/SACU free trade arrangements and relations with South

* See “The Africa-EU Strategic Partnership: A Joint Africa-EU Strategy,” pp. 4-19 for a full exposition of the
four Strategic Priority areas.

2 The first and second PRS priority areas, growth and employment creation and agriculture and food security
form the two components of DIID Lesotho’s Priority Support Program; therefore, while maintaining a clear
division of labour, the EC and EU Member States occupy lead/active donor roles in each of the top three GoL
poverty reduction priority areas.

* A loose attempt at costing the PRS (described in PRS Annexes) demonstrated that implementation would
require the accessing of M3 billion over and above the (accurate) forecasts of Government revenue.

 For example, and as discussed elsewhere in this report: Development aid from the EC and EU Member State is
clearly aligned with Government’s highest priorities; EC explicitly incorporates lessons learnt from past
successes and failures into its the new CSP; capacity building and institntional strengthening form central
components of every EC Project, and CBEP will increase GoL’s capacity o harness aid finance from non-EU
donors as well.,
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Africa, or by posing a serious threat to GoL revenue in the medium- and long-term via effects
on SACU.

V DONOR COORDINATION AND HARMONISATION

Coordination in the Water and Sanitation Sector continued to strengthen in 2007, with an EC
study providing further evidence of the potential benefits of a SWAp and beginning to lay the
ground work for such an approach. In the Transport Infrastructure sector the Integrated
Transport Programme (ITP) is co-funded between EDF and WB/IDA. Although there are no
such structures in the transport sector, the Delegation works jointly with the World Bank on
the Integrated Transport Project. The Delegation also participates in all coordination efforts
concerning OVC programmes, by attending quarterly National OVC Coordination Committee
(NOCC) meetings and monthly Global Fund meetings.

European Development Partners in Lesotho (EDAL)?® remained the most active and effective
aid coordination forum in Lesotho, historically accounting for 75% of total development grant
transfers. However, this proportion will effectively fall due to the new presence of the MCC
in Lesotho, whose planned disbursements dwarf those of current bilateral donors. In line with
the Paris Declaration, the EC and MS have embarked on the process of aligning their
responses to the needs of Lesotho, based on a joint analysis, and moving towards the
synchronisation of programming rounds with Gol.’s budget cycles, systems and procedures.

VI DIALOGUE WITH NSAS, LOCAL AUTHORITIES AND PARLIAMENT

Regular coordination meetings take place between the Delegation and the Office of the NAO.
In principle these meetings take place on a bi-monthly basis and minutes are kept. Both sides
consider these meetings very useful,

NSAs were actively involved in the drawing up of the 2008-2013 CSP/NIP. Structured
consultations between the NAO and NSA representatives from the business and NGO
community as well as elected representatives from Local Authorities were lively and
constructive, and generated significant input for the final draft CSP/NIP. In this way, the
NAO hopes to have ensured that the invaluable views of NSAs influence the activities of the
EC in Lesotho at a foundational level. GoL’s commitment to strengthening the mechanisms
through which NSAs influence Government activity at all levels is clearly indicated by the
large-scale and ongoing pariiamentary reform process, which is already providing a platform
for NSAs to express their views to Government at the highest level, and also through its
ambitious decentralisation program.

Copies of the draft Joint Annual Report have been sent for comments to the Speaker, the
Chair of the Finance and Economic Development Cluster Portfolio Committee and the Chair
of the PRC. Understandably, as the ambitious Parliamentary reform programme begins,
Parliamentary capamtg is bemg focussed on committees involved in budgetary monltormg
and HIV/AIDS issues.”’ Tt is hoped that Parliament will play an increasingly active role in the
monitoring and reporting on EU-Lesotho cooperation in coming years.

VII CONCLUSIONS

Although Lesotho continues to score highly on international indices relating to national
democratic governance, 2007 was, relatively speaking, a politically tumultuous year for the
country as the result of the February elections was disputed by a coalition of opposition
parties, who began a series of corresponding legal challenges.

*% Comprising the EC, DfID, Irish Aid and the GTZ
" Development aid forms only a small fraction (<15%) of Government revenue in Lesotho.
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The establishment of a cross-party Parliamentary Reform Commitice (PRC) underlines the
strong political commitment to increased transparency and public accountability. In terms of
Decentralisation, progress in 2007 continued to focus on preparing the groundwork for fiscal
decentralisation, which will greatly impact on incentive structures faced by Local Authorities,
and therefore on their performance. Financial governance in Lesotho continued to be
improved through the Public Financial management programme and strengthened by the
introduction of an Integrated Financial Management and Information System (IFMIS).

The average ammual growth in real GDP was about 4% over the perfod 2001-2006 with real
GDP falling to 0.7% in 2003-2006. Growth in real GDP increased to 8 % in 2007 and future
projections indicate confinued growth of 4-5 % p.a. in real GDP. Creating an enviromment
conducive to private sector growth (in terms of policy, regulation, infrastructure etc.) remains
Government’s number one objective.

The initialling in November 2007 of the Interim SADC-EU EPA formed a milestone in the
integration of Lesotho in the world economy, allowing for 100% liberalisation by the EU as
of January 1* 2008 and 86% liberalisation by value by Lesotho.

During the year 2007, performance under the EU-Lesotho Cooperation showed mixed results,
but overall performance can be considered satisfactory.

The financial performance for the 9™ EDF improved significantly during 2007, both in terms
of individual commitments and disbursement: global commitments {project approvals)
increased by 60% over the previous year’s total, while the comparable 2007 figures for
individua! commitments (contracts signed) and disbursements (payments made) show
increases of almost 150% and 400% respectively.

Preparations for 10™ EDF started in earnest focussing on General Budget Support, Sector
Budget Support for water and sanitation and support for the justice sector, with the aim to
commit some 65% of the financial resources of the A envelope by the end of 2008.

For the Buropean Community For the Kingdom of Lesotho

v
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ANNEX I
“Country at a Glance”

Macroeconomic indicators

Indicator 2001* | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
Basic data Proj | Proj.
1| Population de jure '(in millions) 1.862 1.880
(1996)
- average annual change in % 1996 - 01} 01| 01] 01 0.1 0.1
2006 Census 1096 »1%
2a| Nominal GDP in GDP ( US$ millions 92311,052]11,166|1.280{ 1,403| 1,540| 1,689 1,860
2b | Nominal GDP per capita in US § 348| 317| 467| 599
2¢ | -annual change in % -13.1] -9.01 47.37 284
3 |Real GDP (annual change in:%") 327 3.8 33| 50

4{Gross Fixed Capital Formation in % of 428{442 | 44.2| 41.01 40.5
GDP

GDP in millions of Maluti 7,541 | 8.240) 8.3428.758 | 10,292 11,797 13,398 | 15.000

International transactions

5| Exports of goods and service as % of 37.0| 50.7| 44.2) 51.3| 440 422} 432| na
GDP

Of which the most important :  in % of na| nal| na| na na na na| na
GDP
6 | Trade balance in % of GDP -51.8| -57.7| -48.6| -43.3| -414| 46.1| 45.7| na

7| Current account balance including -18..0| -10.8 -5.7| -7.5 43| 127 -1.5| 55
official transfers in % of GDP

Net Inflows of FDI in % of GDP na|na na na na na na na

o

9 { Public and public guaranteed 95.| 69.6] 55.0; 574 468| 41.9] 429| 409
external debt (in % of GDP)

10 | Service of external debt in % of experts 48! 171 26| 6.0 6.7 438 3.1 na
of goods and non-factor service

11 [ Foreign exchange reserves (in months 48| 1.7 44| 4.7 6.1 7.1 69| 6.8
of imports of goods and non-factor
services )

Gross Official Reserves in millions of | 408.4|436.9|513.3{556.5| 747.7(1012.4|1077.5|1078.7
US$

Central Government

12| Revenues {in % of GDP) 40.2| 41.7] 47.7| 504| 575 585| 58.8 506
- of which: grants (in % of GDP) 3] 22| 24| 21 1.1 1.3 26] 4.1
13 [ Expenditure and net lending (in % 48.5| 43.1| 44.6| 47.6.| 458| 482 536.9| 553
" |of GDP)
= ! de jure population is population residing within the country and Basotho citizens residing outside

Lesotho.. The data is based on the preliminary results of the 2006 Census compared to the 1 Census in
1996

» ?Since the population census has not been concluded — per capita estimates are problematic and where
there is a any doubt on the data this has not been included

v ¥ Not available




-of which :capital expenditure in % of 1631 24.7| 22.8| 19.7| 189} 203| 203 na
GDP
14a| Balance (in % of GDP) including -4.41 0.8] 56| 50| 127 1L6 4.5] -0.6
grants
14b|Balance (in % of GDP) excluding -8.3| --14} -3.0| 2.8| 11.6( 103 1.9 4.7
grants
15a | Domestic Debt as % of GDP 12,9} 13.2| 11.5] 124 9.1 6.3 62| na
15b| External Debt (in % of total public 72.5] 89.1| 73.4| 51.8| 49.17 47.0( 425| na
debt)
Government Debt (in % of GDP) 99.7| 75.7| 66.6; 56.01 50.0| 49.8| 485 457
(IMF Source)
Other
16 | Consumer price index (annual 122 1 64 | 44 | 5.0 3.4 6.1 8.0 11.2
average change in %)
17 | Interest rate (for money actual rate in % 9.72 |11.49| 12,75} 11.75 | 10.75
)
18 [ Exchange Rate Annual Average of 646 | 638 | 678 | 734
National Currency per USS land €/ 8.03 793 | 846 | 9.65
19 | Unemployment (in % of Labour force - - - - - - - -
(ILO Definition} /See Note below
20| Employment in Agriculture (in % of - - - - - - - -
Total Employment)

* Fiscal Year (FY) begins April 1 - all fiscal data are shown on a calendar basis. IMF data
is hightighted and is the most reliable

Note: Unemployment rate: The PRS sets a baseline unemployment rate of 31% from the 1999
Labour Force Survey and a target rate of 27% for 2006. No new labour force surveys have been
undertaken .Since 1999 there have been respondent surveys — the 2001 LDS estimates an
employment rate of 42.7% and the 2004 LDHS, using a different methodology estimates
that 55% of women and 52% of men surveyed had not been formally employed or
involved in subsistence agriculture in the year preceding the survey,

Sources:

1. PRS Progress Report Final Report MFDP August 2007 and MFDP estimates

2. Article IV Consultation Reports of the IMF with GoL

3. 2006 Lesotho Population and Housing Census Preliminary Results

4 A Review of Economic Performance, 1998-2002; Economic Prospects, 2003-2007 and Fiscal
Strategy, 2004/5-2006/7, Ministry of Finance & Development Planning, February 2004.

5. Central Bank of Lesotho Quarterly Review, March 2006, (Volume XXV, Number 1).

6. Joint Annual Report on Co-operation between the European Union and the Kingdom of
Lesotho, 2006




Indicators for the Millennium Development Goals®

improved water source

. Indicator 1990 | 2000 | 2004 |2005/2006)2007 [2008 2009|2013 | 2015

Impact

1. Proportion of population living 36.4 58 ~ 566 ~ | ~ | ~ | ~ | 29
on less than $ 1 per day (1995)

2. Prevalence of underweight 16.9 22.8 ~ ~ ~ ~ ~ ~ 8
children (under five years of age)| (1992) |(2002)

3. Under-five mortality rate (per 101 108 132°[113° ~ ]~ ~ 137
1,000 live births

Qutputs

4. Net enrolment ratio in primary 65 69 ~ ~ | 84| 8 | ~ | ~ ~ | 95
education

5. Primary Completion Rate 73 74 ~ ~ 17918 | ~ | ~ ~ (100

6. Ratio of girls to boys in:
- primary education 121 102 ~ Wl ~ 10| ~ | ~ ~ | 100
- secondary education 149 131 ~ 127 ~ | 120 ~ | ~ ~ | 100
- tertiary education ~ 122 ~ ~ |~ ] ~ ~ ~ ~ {100

7. Proportion of births attended by 50 60 ~ ~ 155 ~ ~ ~ 80
skilled medical personnel (1993)

8. Proportion of one-year-old ~ 77 73 ~ | 78| ~ ~ | ~ ~ | 100
children immunised against
measles

9. HIV prevalence among 2.3 21 29 ~ (232 ~ ~ ~ 15
15 to 24 year-old pregnant
women

10. Proportion of population with 64 77 79 ~ |~ P81 ~ |~ ~ | 81
sustainable access to an (2001)

* % Data for 2006 from Lesotho PRS Progress Report 2007

s’ The Development Economic, Development Data Group (DECDG) of the World Bank quotes this

figure for 2005

= 5 The data from the DS and DHS surveys are used but given the differing methodologies and delays in
the Census the results may be subject to confirmation




Comparison of 2004 Demographic Health

Demographic Survey (DS) — (Irish Aid)

Health Indicator 2001 DS 2004 DHS
Infant Mortality Rate (per | 81 o1
1,000 live births)
Under Five Mortality Rate | 113 113
{per 1,000)
Maternal Mortality Rate 419/100,000 | 762/100,000
Life Expectancy 54 years 36.3 years
HIV/AIDS adult | 29% 23%
prevalence (sentinel

surveillance)

Notification for TB 420/100,000 | 571/100,000
Treatment success for TB 51% 71%
Prevalence of wasting 5.4% 4%
Prevalence of underweight | 17.8% 20%
Prevalence of stunting 45% 38%

Summary PEFA Scorings (2007)

Survey (DHS) with the 2001

A. PFM OUTTURNS: Credibility of the Budget Score
PI-1 Aggregate expenditure outturn compared fo original approved budget B
PI-2 | Composition of expenditure outturn compared to original approved budget c
Pi-3 | Aggregate revenue outturn compared to original approved budget A
Pl-4 | Stock and monitoring of expenditure payment arrears D+

B. KEY CROSS-CUTTING ISSUES: Comprehensiveness and Transparency

PI-5 | Classification of the Budget c
PI-6 | Comprehensiveness of information included in budget documentation B
PI-7 Extent of unreported Government operations B
PI-8 | Transparency of Inter-Governmental fiscal relations NA
PI-9 | Oversight of aggregate fiscal risk from other public sector entities D
P1-10 | Public access to key fiscal information C

C. BUDGET CYCLE

C(i) Policy-based Budgeting

Pl-11 | Orderliness and participation in the annual budget process A
Pl-12 | Multi-year perspective in fiscal planning, expenditure policy and budgeting C+
C{ii) Predictability and Control in Budget Execution

PI-13 | Transparency of taxpayer obligations and liabilities Not rated
Pl-14 | Effectiveness of measures for taxpayers registration and tax assessment Not rated
Pi-15 | Effectiveness in collection of tax payments Not rated
PI-16 | Predictability in the availability of funds for commitment of expenditures B
Pl-17 | Recording angd management of cash balances, debt and guarantees C
PI-18 | Effectiveness of payroll controls Not rated
PI-19 | Competition, value for money and controls in procurement Not rated
PI-20 | Effectiveness of infernal controls for non-sajary expenditure D




PI-21 [ Effectiveness of internal audit D+

C{iii) Accounting, Recording and Reporting

PI-22 | Timeliness and regularity of accounts reconciliation D

P1-23 | Availability of information on resources received by service delivery units Not rated

Pl-24 | Quality and timeliness of in-year budget reports b+

Pl-25 | Quality and timeliness of annual financial statements D

C(iv) External Scrutiny and Audit

PI-26 | Scope, nature and follow-up of external audits D+

PI-27 | Legislative scrutiny of the annual budget law c

PI-28 | Legislative scrutiny of external audit reports D+

D. Donor Practices

D-1 Predictability of Direct Budget Support NA

Financial information provided by donors for budgeting and reporting on

D-2 project and program aid C

D-3 proportion of aid that is managed by use of national procedures D
Source: Kingdom of Lesotho: Managing Government Finances for Growth and Poverty

Reduction, Public Expenditure Management and Financial Accountability Review (World Bank)







ANNEX I

FINANCIAL SITUATION FOR 9TH EDF (GRANTS) 31/12/2007
Date
Committ Global Individual
Project No. Project Title ed Commitment | Commitments Yo Total Paid Vo

IACPLSO 001 |TA to Ministry of Natural Resources 1.8.03 650,000 650,000 100.0 611,442 94.1
9ACP LSO 002 jCapacity Building in Economic Planning (CBEP) 17.12.03 4,100,000 3,927,300 05.8 2,593,509 66.0
9 ACP LSO 003 |Study - Upgrading & Strengthening Paved Primary Road Network | 22.12.03 570,000 548,441 96.2 109,688 20.0
9 ACP LSO 004 {Technical Cooperation Facility (TCF) 19.10.04 1,925,100 1,795,215 93.3 1,494,512 83.2
9 ACP LSO 005 |Lesotho Water and Sanitation Sector Programme (LWSSP) 25.8.05 35,750,000 8,652,222 242 2,600,785 30.1
9ACPLSO 006 jPublic Finrancial Management - IFMIS 23.11.06 7,500,000 7,299,701 97.3 2,800,379 38.4
9 ACP LSO 007 |Supprt Lesotho HIV/AIDS Response - Empowerment of OVC 18.12.06 12,000,000 11,352,700 94.6 1,492,650 13.1
9ACPLSO 008 |Transport Sector Policy & Tnstitutional Support Programme 01.02.07 7,850,000 0 0.0 0 0.0
9ACPLSO 009 |Upgrading & Strengthening of 110 ki Paved Primary Road 01.08.07 21,500,000 0 0.0 0 0.0
9ACPLSO 010 |Local Governance and NSA Support Programme (LGNSP) 26.11.07 6,400,000 0 0.0 0 0.0
FACPLSO 011 (Capacity Building in Economic Planning, Phase 2 (CBEP II) 20.09.07 4,940,000 0 0.0 0 0.0
9 ACPLSQ 012 |Technical Cooperation Facility II (TCF II) 28.07.07 600,000 179,900 30.0 107,940 0.0

Tolal Ongoeing Projects 103,785,100 34,405,479 33.2 11,810,905 343

Total Closed Projects 0 0 0

TOTAL 9th EDF 103,785,100 34,405,479 332 | 11,810,905 343

Allocation, Envelope A 103,785,100 %%

Global commitments 103,785,100 100.00

Global uncommitted - -

Individual commitments 34,405,479 33.15

Individuai uncommitted 69,379,621 66.85

Payments 11,810,903 34.33

Global commitments in 2007 39,250,000

Individual commitments in 2007 20,486,505

Payments in 2007 9,434,467







ANNEX IHT

FINANCIAL SITUATION FOR 8TH EDF (GRANTS) 31/12/2007
Date Global Individual
Project No. Project Title Committed| Commitment | Commitments{ % | Total Paid Yo

8 ACP LSO 002 {Road Transport Infrastructure Programme 30/06/1999 37,700,000 37,639,327 99.9 36,287,527 96.4
8 ACP LSO 003 |8th EDF Multi-Annual Microprojects Programme 09/09/1999 3,940,000 3,913,999 99.3 3,348,329 85.5
8§ ACP LSO 007 |Support to the Department of Economic Cooperation| 16/01/2001 610,000 608,433 99.7 603,436 99.2
8 ACP LSO 008 [Support To Health Sector Reform 24/04/2001 1,744,000 1,743,777 | 100.0 1,568,945 90.0
8 ACP LSO 010 |Poverty Reduction Budget Support 13/09/2001 6,284,000 6,271,016 99.8 6,271,016 100.0
8 ACP LSO 017 {Six Towns Water Supply - Phase II 24/10/2002 1,900,000 1,672,509 88.0 658,294 394
8 ACP LSO 018 |Maseru Wastewater Feasibility Study 19/08/2002 750,000 749,812 | 100.0 743,045 99.1

Total Ongoing Projects 52,928,000 52,618,873 49,480,592

Total Closed Projects 13,950,943 13,949,711 13,949,711

TOTAL $th EDF 66,878,943 66,568,584 63,430,303

Global commitments 66,878,943 %

Individual commitments : 66,568,584 99.54

Individual uncommitted 310,359 0.46

Payments 63,430,303 95.29

Global commitments in 2007 -

Individual commitments in 2007 268,471

Payments in 2007 3,127,756







ANNEX TV

FINANCIAL SITUATION FOR 7TH EDF (GRANTS) 31/12/2007
Date Global Individual
Project No. Project Title Committed| Commitment | Commitments| % Total Paid Y
7 ACP LSO 001 {Muela Hydro-Electr Centrale 21.10.91} 32,168,000 32,167,044 100.0 | 32,167,044 100.0
7ACP LSO 045 |Assistance to the Bureau of Statistics 25.5.99 736,000 735,036 99.9 735,036 160.0
Total Ongoing Projects 32,904,000 32,902,080 100.0 | 32,902,080 100.0
Total Closed Projects 66,847,159 66,847,158 66,847,158
TOTAL 7th ED¥ 99,751,159 99,749,238 99,749,238
Global commitments 99,751,159 %
Individual commitments 99,749,238 100.00
Individual uncommitted 1,921 0.00
Payments 09,749,238 100.00
Global commitments in 2007 (405,542)
Individual commitments in 2007 {239,815)

Payments in 2007







ANNEX YV

SECTOR CONCENTRATION OF THE ENGAGEMENTS UNDER THE 9%th EDF

Total cumulative

STRATEGY FOR commitmenis
AFRICA EUROPEAN CONSENSUS | SUB SECTOR AND PART $BS 31.12.07
Euro 000
. igl
Human rights and Governance, huma‘n rights and Governa.nce, . 7,500
support to economic and Economic and institutional 9 040
governance L ’
institutional reforms reforms
Peace and security Conflict prevention and fragile |Conflict prevention and fragile
states states
] ) ' European Partnership Agreements
Trade and regional integration Regional economic integration
Economic growth, Private sector development
regional integration Infrastructure,communication {Infrastructure, communication and
and trade and transport transport 29,920
Water 36,400
Water and energy Energy
Unspecified
Social cohesion and . .
Social cohesion and employment
employment
Environment and sustainable . .
Environment and sustainable
management of natural
management of natural resources
resources
Rural development and territorial 6.400
o Rural development, territorial |planning s
Investing in people  |n1anning, agriculture and food Agriculture
securtty Food security
Health 12,000
Human development Primary education
Education unspecified
TCF TCF¥ 2,325
Other Support to NAO Support to NAO
Unspecified Unspecified
Budget Support GBS General Budget Support
TOTAL TOTAL TOTAL 103,785
Largest sector + GBS 36,400
Two largest sectors + GBS 66,320
hree t sectors + GB
Percentage of 9th EDF ;{ reei arge: S ors+ GBSS ;j’iig
Leve] of sector commitments covered by f)ur Argest sectors :
concentration Jargest sectors of concentration |F1v¢ Jargest sectors + GBS 94,860
- plus GBS No. of sectors + GBS to reach
85% of NIP 5
Sectors (NSA and GBS excluded) 6
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PROJECT SHEET

PROJECT SHEETS

(Ongoing projects and projects completed during 2007)

ANNEX VI




9" EDF

Title Adviser to Ministry of Natural Resources / Commissioner of Water 1 N°e { 9ACP LSOO

Date of Financing Agreement/Primary Commitment 1% QOctober 2003

Date of termination of Financing Agreement 31°T July 2012

End Phase 1 - implementation: | 31°" July 2010 Date of N+3: | 30®  June 2006

Global Commitment € 750,000 Total disbursement 2007 €

Individual Commitment(s} 31/12/06 € 650,000 Total disbursement to end 2007 €
TForecast disbursement to end 2008 | €

Provide technical support to the Commissioner of water and the Lowlands Water Supply Unit

Objective on matters related to the potable water and wastewater sectors, primarily, but not exclusively,
in the Lesothe Lowland.
Purpose To advise and assist the Commissioner for Water in the implementation of EDF-financed

studies and projects in the potable water and wastewater sectors, in particular the Lowlands
Water Supply Feasibility Study (LLWSFS) and the Six Towns Water Supply — Phase II.

Results expected

1.

The supervision of the LEWSFS in all its stages and phases resulting in
recommendations, acceptable to GoL on the most suitable infrastructure development
option, implementation schedule and financing options for securing the long-term
availability for the population, institutions and industries in the Lesotho Lowlands;
The supervision of the studies and subsequent implementation of the Six Towns Water
Supply Phase 2 Project (now “Three Towns Water Supply Project — see project sheet
below), resuliing in medium-term availability of potable water for Maputsoe,
Teyateyaneng, Mapoteng, Roma, Morija and Quthing.

. The supervision of the studies and subsequent implementation of the Maseru

Wastewater Project.

. Initiating, managing and supervising other studies and projects aimed at alleviating

potable water shortages in Lesotho;
Strengthening the technical capacity of the Department of Water Affairs and the Office

of the Commissioner for Water.

Results Achieved
and/or Progress in
2007

TA’s input extended again until 31/07/08, under EDF 9 funding, at request of CoW

Meeting the Millennium Development Goal for access to water in Lesotho remains
possible, but float time is rapidly being used up, and success will be contingent on rapid
improvement of procedures and policies of all parties concerned within the water sector.

Strengthening the technical capacity of the Office of the Commissioner for Water and of
Department of Water Affairs is ongoing, although success continues to be constrained by
Lesotho’s position as a Least Developed Country inside a major emerging market
economy, severely hindering efforts to recruit and retain qualified staff, with obvious
impacts on capacity building

Input by TA-CoW to WASA reduced following recruitment of TA to WASA, who took
up his position in March 2007

Details of results achieved/progress under Lesotho Water and Sanitation Sector
Programme (9 ACP LSO 005) are reported in the Project sheet for that Programme.
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PROJECT SHEET

Title Capacity Building in Economic Planning | Ne' ! 9 ACP LSO 002

Date of Financing Agreement/Primary Commitment 17" December 2003

Date of termination of Financing Agreement 31" December 2011

End Phase 1 - implementation: | 31% December 2009 Date of N+3: | 16" December 2006

Global Commitment € 5,800,000 Amount disbursed in 2006 € 636,014
Individual Commitment(s) 31/12/06 € 4232844 Total disbursement to end 2007 € 1,097,161

Forecast disbursement 1o end 2008 € 2,530,645

Objective

Poverty alleviation through increased economic growth and improved economic management

Purpose

To strengthen GoL’s capacity for macroeconomic management, sectoral planning, the
collection, analysis and dissemination of statistical data, demographic research and population
and manpower modelling

Results expected

1. Sustained upgrading of analytical and planning capacity within the Planning Cadre;

Capital Budget targeted at national development objectives;

Macroeconomic planning based on rigorous economic analysis;

Ministerial/sectoral planning procedures and practices established and adhered to;

Improvement in quality and timeliness of statistics reports;

Sector programming, Monitoring and Evaluation a routine feature of public expenditure

management;

7. Medium Term Expenditire Framework approach to planning and budgeting introduced
and operational

A

Results Achieved
and/or Progress in
2007

s Technical Adviser to the Office of the Director of the Burean of Statistics (BoS) mobilised
in early January 2007

» Extensive financial programming and economic theory training programme implemented

s Commencement of macroeconomic model design continues to be delayed due to
inadequacy of statistical data

» Training Needs Assessment for planning and budgeting officers completed in February
2007; recommended Training Programme to form backbone of CBEPII




PROJECT SHEET

Title | Study - Upgrading & Strengthening of Paved Primary Road Network | N° | 9 ACP LSO 003

Date of Financing Agreement/Primary Commitment 17" December 2003

Date of termination of Financing Agreement 31* December 2011

End Phase 1 - implementation: | 31¥ December 2009 Date of N+3: [ 16™ December 2006

Global Commitment € 750,000 Amount disbursed in 2006 € 109,688

Individual Commitment(s) 31/12/06 € 548,441 Total disbursement to end 2006 € 109,688
Forecast disbursement to end 2007 € 548,441

Objective

To improve access to isolated areas, markets and economic and social gervices

Purpose

To provide the required information to enable decision making on the proposed Upgrading
and Strengthening of 110km of the Paved Primary Network (A1-A2-A11-B23)

Results expected

The study is expected to deliver the following results:

» verification of the relevance of the proposed project to address the existing problems in
the economic and social sectors in the western lowlands of the country;

» detailed analysis of the technical, economic and financial, institutional and management,
environmental and socio-culural feasibility of the proposed Upgrading and
Strengthening of 110km of the Paved Primary Network (A1-A2-A11-B23);

¢ detailed analysis of the potential sustainability of the project results;

* detailed plan which specifies indicators for project objectives, results and activities and
incorporates required resources, the institutional structure for implementation and
stipulates the responsibilities of various bodies, project timing/phasing, estimated costs
and a logical framework planning matrix;

o detailed engineering design, technical specifications and tender documents for physical
works and supplies;

s recommendations for the following steps and any further actions to secure project
financing and implementation

Results Achieved
and/or Progress in
2007
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PROJECT SHEET

Titte Technical Cooperation Facility (TCF) | N° | 9 ACP LSO 004

Date of Financing Agreement/Primary Commitment 13™ February 2004

Date of termination of Financing Agreement 31" January 2011

End Phase | - implementation: | 31% January 2009 Date of N+3: | 25 April 2007

Global Commitment € 1,985,100 Amount disbursed in 2006 € 214,412

Individual Commitment(s) 31/12/06 € 1,135,289 Total disbursement to end 2006 € 696,646
Forecast disbursement to end 2007 € 1,450,000

A. The implementation of the Government of Lesotho’s Development Strategy through

the support of sound development programmes financed from the European

Objective Development Fund (EDF).

B. The fostering of 2 more coherent and informed approach to development and trade issues among
decision-makers in Lesotho.

Purpose The project purpose is the identification and implementation of actions under the NIP and other EDF
funds together with improved awareness among key actors of general development and trade issues and
of EU policies iIn these areas by means of training for beneficiaries in the Kingdom of Lesotho.

Results expected i. Identification of programmes to be financed from the EDF. Approximately six (6) such exercises
will be completed during the project period;

ii. Preparation and formulation of programmes to be supported from the EDF. Approximately five (3)
such exercises will be completed during the project period;

iii. The NAO's Office will be enabled to maintain satisfactory monitoring of - and tendering
procedures for - ongoing projects - where this cannot be provided for in the projects themselves or
other projects;

iv.  Audits and evaluations of other projects will be financed through this initiative whenever they
cannot be financed out of the project itself or where it is convenient or efficient to combine a
number of audits/evaluations of related interventions;

v. Increased understanding of development and trade issues by key actors - to this end approximately
eight (8) conferences and/or seminars will have been organised in Lesotho and the participation of
(approximately) thirty-five (35) participants from Lesotho will have been financed in conferences,
seminars etc. organised by bodies other than the Commission.

Results Achieved
and/or Progress in
2007
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PROJECT SHEET

Title Lesotho Water and Sanitation Sector Programme - LWSSP ‘ N® ! 9 ACP LSO 005

Date of Financing Agreement/Primary Commitment 29" November 2008

Date of termination of Financing Agreement 31°" December 2012

End Phase 1 - implementation: | 31°7 December 2010 Date of N+3: [ 28 November 2008

Global Commitment € 35,750,000 Total disbursement 2006 € 0

Individual Commitmeni(s) 31/12/06 €7,352,360 Total disbursement to end 2006 € 0
Forecast disbursement to end 2007 £ 6,825,000

Objective

Provision reliable and affordable water and sanitation services for domestic and industrial use
to the Lesotho Lowlands

Purpose

Capacity of the sector to provide water and sanitation strengthened in medium to long-term

Results expected

Ll

Medium-term water and sanitation services to Three Townsxx provided

Existing Maseru wastewater treatment enhanced

Public sector capacity for water supply and waste water treatment enhanced
Medium to long-term investment programme for the Lesotho Lowlands bulk water
supply prepared

Results Achieved
and/or Progress in
2007

Lesotho Lowlands Bulk Water Supply Project: Detailed design work commenced in Jan.
2007; period of performance was extended to 29™ August 2008, at no extra cost to the
Project. The Inception Report was submitted in Feb. 2007 and approved in April 2007.
Conceptual Design Reports for Zones 1, 6, 7 and 8 are expected to be submitted in early
2008; Implementation of the various confracts for undertaking the Zone 4/5 Source
Works (inc. the Mettolong Dam) is suffering from apparent delays as conditionalities
from key donor partners are met. The Raw Water Treatment Works remains the
bottleneck in improving the water supply to Zones 4&5 in time to meet MDGs.

Three Towns Water Supply Project: (formally “Six Towns Water Supply Project)
Contract for Stage 2 (Implementation of Works detailed in Feasibility Stadies and
Designed produced during Stage 1) re-advertised in January; submission date extended
to 2 May 2007. Two partial tenders received; contract was awarded to UNIK, a
contractor based in Botswana which is already working for WASA, following
subsequent negotiations. Reflecting this, and following a subsequent formal change to
the Financing Agreement, the project has been renamed the “Three Towns Water Supply
Project.” Commencement is expected in early/mid 2008.

Maseru Wastewater Project: 2™ tender procedure lead to Supply Contract being awarded
to Farmex Technology in September 2007 (1* tender procedure unsuccessful — no bids).
Equipment instillation expected early 2008.

TA WASA; The Consuliant took up his position in March 2007. Following lengthily
user consultations, training program for operations and maintenance staff submitted to
NAO for comments in December 2007,
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PROJECT SHEET

. Public Financial Management — Integrated Financial Management

Title Information System (IFI\%HS) # i N°® | 9 ACP LSO 006

Date of Financing Agreement/Primary Commitment 23 November 2006

Date of termination of Financing Agreement 31°T December 2012

End  Phase 1 -1 5y pecember 2010 Date of N+3: | 22" November 2009

implementation:

Global Commitment € 7,500,000 Total disbursement 2006 € 0

Individual Commitment(s) 31/12/06 | €0 Total disbursement to end 2006 | € 0
Forecast disbursement to end € 0
2006

Objective

The overall objective of the PFM reform programme is to improve the efficiency
effectiveness of the use of public resources.

Purpose

The specific purpose of the IFMIS project is to improve the timeliness and accuracy of fiscal
transactions and reporting.

Results expected

1:

Improved linking of PRS objectives with budget allocations

The introduction of IFMIS, alongside associated reforms to classification systems, will
allow better identification of key Poverty Reduction Strategy (PRS) outputs to be
delivered by budget votes and heads. This will also facilitate the alignment of the PRS
budget with the MTEF.

Financial control improved

The IFMIS will ensure full control of financial commitments and full compliance with
general ledger/vote book entry.

Financial reporting improved

IFMIS will be able to generate in-year financial reports on both a cash and commitments
basis, thereby giving a timely and accurate picture of the Treasury position at any given
time. Along with the associated classification reforms, this should also facilitate more in-
depth analysis of the budget.

Results Achieved
and/or Progress in
2007

Financing Agreement for IFMIS was signed by MFDP and the EC in December 2006
Contract awarded to Soft-Tech Consultants (Tanzania) in August 2007

First Contractor mission mobilised in September 2007

User training for core IFMIS team commenced in December 2007

IFMIS anticipated to go live across central Government in September 2008
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PROJECT SHEET

Title

Support to Lesotho HIV/AIDS Response - Empowerment of Orphans N°
and Vulnerable Children

9 ACP LSO 007

Date of Financing Agreement/Primary Commitment

18 December 2006

Date of termination of Financing Agreement

31" December 2013

End Phase 1 - implementation: | 31% December 2011 Date of N+3: | 17® December 2009
(Global Commitment € 12,000,000 Total disbursement 2006 € 0
Individual Commitment(s) 31/12/06 €0 Total disbursement to end 2006 € 0
Forecast disbursementtoend 2007 [ € 0
Objective The overall objective of the programme is to improve the present and future livelihoods of
people affected by HIV J AIDS throughout Lesotho.
Purpose To enable OVC enabled to cope with their trauma and loss and to assist them in accessing

services; acquiring life skills; formal and vocational skills; and to move on and grow into age
appropriate roles and enjoy food security.

Resulis expected

The core of the programme strategy is to both strengthen and dynamize the resources at the
grass root level for the communities to be able to take care of their OVC according to the
main policies and strategic documents of GoL through locally appointed Caregiver Groups.
The expected results to achieve the programme purpose are the following:

A.  OVC Supported: The neediest of OVC in Lesotho provided with the following
modalities of support according to their individual requirements:
Al  Psychosocial support
A2 Guidance and protection: HIV/AIDS Prevention, Continuing in Education;
Monitoring and prevention of sexual abuse, loss of assets and other forms of
abuse
A3 Service brokerage by the Caregiver Group: accessing services and mobilisation
of community support
A4 Food and nutrition security: training in conservation agriculture techniques,
development of school gardens or access to communal fields for those OVC who
lack their own plots of land.
A.5  Provision of basic supplies for the OV C’s wellbeing, i.e. toiletries, textbooks,
school uniforms, household supplies etc.
B. Capacity built within the Government of Lesotho and in particular within the Department
of Social Welfare so as to be able to operate the Programme autonomously in the future.
C. Coordination and networking improved for all actors in the OVC Sector.

Results Achieved
and/or Progress in
2007
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PROJECT SHEET

Title Transport Sector Policy and Institutional Reform Support Programme (TSPIRPS) l Ne l 9 ACP LSO 008

Date of Financing Agreement/Primary Commitment

31 January 2007

Date of termination of Financing Agreement 31* December 2012
End Phase 1 - implementation: | 31% December 2010 Date of N+3: | 31 January 2010
Global Commitment € 7,850,000 Total disbursement 2006 € 0
Individual Commitment(s) 31/12/06 €0 Total disbursement to end 2006 € 0
Forecast disbursement to end 2007 € 3,925,000
The overall objective of the programme is to achieve for ali Lesotho citizens, improved acces
Objective to services and market opportunities, through a sustainable, safe and integrated transport
system.
Purpose TSPIRPS’s specific purpose is to have in place a sustainable road sector management, which is

efficient in planning, developing and maintaining the Lesotho road network and in
coordinating and integrating it in the national transport system.

Results expected

The programme is quite complex and articulated in a number of activities grouped in three
sub-components, which will give the following results:

1. Rationalisation of the road sector;
2. Sustainable road financing and improved capacity of road sector management;
3. Reformulation of transport sub-sector policies.

Results Achieved

and/or Progress in
2007




PROJECT SHEET

8" EDF
Title | Road Transport Infrastructure Programme (RTIP) | N° | 8 ACP LSO 002
Date of European Commission approval 10™ Tune 1999
Date of Financing Agreement/Primary Commitment 25" August 1999
Start Date: | 30" June 2000 End Date: [ 31° March 2008
Global Commitment € 37,700,000 Amount disbursed in 2005 € 1,412,994
Individual Commitment(s) 31/12/05 | € 37,498,802 Total disbursement to end 200 € 36,095,260
34,686,266 Forecast disbursement to end 2007 € 37,400,000
Objective To improve the well being and livelihoods of all Basotho
Purpose To improve access to isolated areas and to basic services
Results expected 1. Improved all-weather access in areas serviced by project roads
2. Enhanced private sector capacity for carrying out labour intensive road construction and
maintenance
3. GoL capacity for management of roads sector policy and administration strengthened.
4. Improved Road Safety

Results  Achieved
and/or Progress in
2007
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PROJECT SHEET

Title 8™ EDF Multi-annual Micre-projects Programme Ne 8 ACP LSO 003

Date of Financing Agreement/Primary Commitment

Start Date: | 31% December End Date: 31% December 2006

Global Commitment € 3,940,000 Total disbursement 2006 € 1,023,158

Individual Commitment(s) 31/12/06 € 3,914,579 Total disbursement to end 2006 € 3,318,038

Forecast disbursement to end 2007 € 3,914,579

Objective Create sustainable social and economic development in the poorest areas of Lesotho

Purpose The implementation of a programme of self-help projects in rural and peri-urban areas
Resuits Achieved . . . . . "
arf g}i}rsPr ; oress » Following the successful implementation of 130 Micro-projects by a locally staffed coordination

in 2007 unit, a final audit of the Micro-projects components was completed in 2007, The Programme is
now closed.
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PROJECT SHEET

Title | Support to Health Sector Reform ! N¢ | 8 ACP LSO 008
Date of Commission Approval 19™ February 2001

Date of Financing Agreement/Primary Commitment 27 April 2001

Latest Start Date: | 30™ June 2001 End Date: | 27 March 2005

Global Commitment € 1,800,000 Total disbursement 2006 €293.173

Individual Commitment(s) 31/12/04

€1,792,28%

Total disbursement to end 2006

€ 1,451,279

Forecast disbursement to end 2006

€ 1,800,000

Objective

An affordable equitable health care system

Purpose

The purpose of the project is to support the development of a unified health information system and the

development and piloting of a strategic plan for decentralisation

Results expected

P N e

Regular and timely production of valid and reliable data of key health performance indicators;
Health Service Area boundaries redefined
Unified M&E system within MoHSW and in 3 pilot Health Service Areas;
Proposals for District Healih Management Teams developed and implemented
Health Boards revitalised.

Results Achieved
and/or Progress in

2006
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PROJECT SHEET

Title | Feasibility Study - Six Towns Water Supply Phase 2 I N° | BACP LSO 017

Date of Commission Approval 18" Qctober 2002

Date of Financing Agreement/Primary Commitment 24% October 2002

Latest Start Date: | 31% December 2002 End Date: | 31* December 2007

Global Commitment € 1,900,000 Total disbursement 2006 € 0

Individual Commitment(s) 31/12/05 € 1,568,000 Total disbursement to end 2006 € 658,294
Forecast disbursement to end 2007 | € 750,000

The provision of medivm-term security (10 to 15 years) of safe and reliable water supplies together with

Objective adequate wastewater treatment in six urban centres (Maputsoe, Mapoteng, Teyateyaneng, Roma, Morija and
Quthing)
. Purpose The purpose of the study is:

To investigate and develop in greater detail the works identified in earlier reports as being necessary for
the medivm term security of water supply at the six urban cenires

To investigate and develop proposals for any additional works (e.g. sewage treatment, water
reticutation, etc) that may be appropriate at each centre

To develop a financing proposal for submission to the European Commission under the 9th EDF
European Development Fund.

Subject to the launch of tender for works, to assist the Supervisor, in the launch evaluation of tenders
for construction works for Phase II,

Subject to the award of the works contract for Phase I1, to assist the Supervisor, in the adequate
supervision of the works during the construction period of 18 months and the subsequent maintenance
period of 12 months.

Results expected

A feasibility study report, including the appropriate technical, environmental and financial/economic
annexes and relevant tender documentation in sufficient detail to enable GoL to prepare a financial
proposal for the Six Towns Water Supply Project - Phase II for submission to the EC.

A contract for the works of Phase II; and

The completion of the works of Phase I of the Six Towns Water Supply Project

Results Achieved
and/or Progress in
2007

Contract for Stage 2 (Implementation of Works detailed in Feasibility Studies and Designed
produced during Stage 1) re-advertised in January; submission date extended to 2™ May
2007.

Two partial tenders received; contract was awarded to UNIK, a contractor based in Botswana
which is already working for WASA, following subsequent negotiations,

Following a subsequent formal change to the Financing Agreement, and reflecting
negotiations with UNIK, the project has been renamed the “Three Towns Water Supply
Project.”

Commnencement is expected in early/mid 2008
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PROJECT SHEET

7th EDF
Title Muela Hydropower Project Ne | 7ACP LSO 001
Date of Financing Agreement/Primary Commitment 29" July 1991
Start Date: I 8% October 1991 End Date: |
Global Commitment € 32,300,000 Total disbursement 2006 € 32,907
Individnal Commitment{s) 31/12/06 € 32,273,967 Total disbursement to end 2006 € 32,167,044
32,134,137 Forecast disbursement to end 2007 € 32,167,044
Objective To develop hydroelectric potential sufficient to meet Lesotho’s normal requirements by 2003
Purpose The construction of a 72 Mw Hydroelectric Power Plant

Results expected

1.

The construction of a 72 Mw underground powerhouse and associated waterways;
access facilities; upstream surge shaft, downstream surge chamber; tailpond and dam;
operations building; transmission lines and sub-stations

Environmental Action Plan and Awareness Programme

Technical training

Institutional support for the Lesotho Highlands Water Commission (formerly JPTC)
Environmental protection and enhancement in the *Muela area

Results Achieved
and/or Progress in
2006

ol pwn

The final activity of the project was the provision of a treated water supply to nine
villages in the ‘Muela area.

The survey and design phase commenced in September 2003 and the works were
completed by March 2004. Final acceptance was done in 2005 and final payment was
done in 1* quarter 2006.

Final audit of the Micre-projects components completed in 2007; project now closedxx
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PROJECT SHEET

Title Assistance to the Bureau of Statisties N® | 7 ACP LSO 045
Date of Financing Agreement/Primary Commitment
Start Date: | 8™ April 1999 End Date: [
Global Commitment € 851,000 Total disbursement 2006 € 0
Individual Commitment{s) 31/12/06 € 799,600 Total dishursement to end 2006 € 735,036
32,134,137 Forecast disbursement to end 2007 € 735,036
_— The implementation of effective economic and social policies based on sound statistical data
Objective :
and national census
To develop in the Bureau of Statistics a capacity to provide accurate, relevant and timely
Purpose information for decision making, policy formulation, planning and research by both the

public and private sectors

Results expected

1. Timely production of effective user oriented economic, social and environmental data
2. Restructured BoS with an improved scheme of service
3. Master sample established

Results Achieved
and/or Progress in
2006

e All activities of the project were completed in 2002.







ANNEX VH
REGIONAL PROJECTS

The 9th EDF RIP for SADC region has been allocated 145 M€ (the initial amount of 161.6 M€ was reduced
due to the little absorption capacity). The on-going regional projects are (none of these are managed by the
Delegation to Lesotho):

Regional integration and Trade

Customs Modernisation Programme - 18 M€

Standards, Quality Assurance, Accreditation and Metrology - 14.2 M€
SADC Foot and Mouth Disease Project - 12.6 ME€

EPA Support Facility - 6.5 M€

Support to Trade in Services - 1.1 M€

Technical Ceoperation Facility - 4.95 M€

Implementation of the SADC Finance and Investment Protocol - 13 M€
Capacity building on residue control - 7.5 M€

Capacity building for regional integration - 12.5 M€

Regional statistical training project - 3.85 M€

EU-SADC Investment Promotion Programme - 14 M€

Other sectors

Road upgrading project in Angola - 25 M€

Implementation and Coordination of Agricultural Research and Training in SADC - 13.9 M€
Land & Water Management Applied Research Programme - 4.1 M€

Promotion of Regional Integration in the Livestock Sector - 7.9 M€

HIV / AIDS - 3.14 M€

Health and Development Innovative Consortium - 5 M€







ANNEX VIII

FINANCIAL SITUATION FORBUDGET LINES

2007

ONG-PVD2007/ 013-832

235966.01

EUR

Lesotho

DEUTSCHES ROTES
KREUZ EV ([DRK) Home
Based Care

2007

ONG-PVD/2007/ 014-231

129652.51

EUR

Lesotho

DEUTSCHES ROTES
KREUZ EV {DRK) Livelihood
intervention

2007

ONG-PVD/2007/ 014-829

143172.00

EUR

Lesotho

SKILLSHARE
INTERNATIONAL  LIMITED
BY GUARANTEE

2007

132276.00

EUR

Lesotho

SKILLSHARE
INTERNATIONAL  LIMITED
BY GUARANTEE

ONG-PVD/2007/ 014-834







INDICATIVE TIME TABLE FOR DISBURSEMENT 2008 2011

ANNEX IX

2008 2009 2010 2611
8th EDF
I. WATER & SANITATION
8 ACP LSO 017 1Six Towns Water Supply - Phase I 202,843 405,686 405,686
2, ROAD TRANSPORT SECTOR
8 ACPLSG 002 [Road Transport Infrastructure Programme 1,371,800
Sub-total 8th EDE 1,574,643 405,686 405,686 0
9th EDF
FOCAL SECTORS
1. WATER & SANITATHON
9ACP LSO D05 {Lesotho Water and Sanitation Sector Programme
Lesotho Lewlands Water Supply (Design) 4,300,000 669,312
Three Towns Water Supply (Works) 4,740,385 11,376,923 6,067,600 2,465,000
Masery Wastewarer 649,249 153,016
TA to WASA/MoNR 306,700 220,600 219,200
9,996,333
2. ROAD TRANSPORT SECTOR
9 ACPLSO 003 [FS 110 km of PPR Netwark 420,000
9 ACP LSO 009 |Upgrading & strengthening 110 km of PPR Network 4,400,600 7,706,000 7,700,000 2,200,000
9 ACPLSO (08 |Transport Sector Policy and Instituticnal Reform 4,000,000 2,617,000 1,233,000
3. MACRO SUPPORT & CAPACITY BUILDING
S ACPLS0O 002 [Capacity Building Economic Planning 1,150,000 150,000 150,000
9 ACP LSO 011 [Capacity Building Economic Planning 11
9 ACP LSO 006 {PFM/IFMIS 2,600,000 1,800,000 300,000
4. HTV/AIDS
9 ACP LSO 003  [Suppont OVC 2,500,000 3,000,000 3,500,000 1,600,600
5. NON-FOCAL .
9ACPLSC 010 |Local Governance and NSA Support 1,750,000 1,500,000 1,900,000 850,000
SACPLSO 004 [Technical Cooperation Facility {(TCF) 300,000
9 ACP LSO 012 [Technical Cooperation Facility {1 (TCF II) 450,000 42.000
Sub-total 9th EDF 37,562,667 29,628,251 21,069,800 7,115,000
TOTALS 39,137,310 30,033,937 21.475.486 7,115,000







Financial Donor Matrix ANNEX X
Donor disbursements in Lesotho as per 31/12/07 and Planned donor disbursements for 2008
in million Euro
Health / Transport| water/ Food Security Private
Donor G“BS* HIV-AIDS | Education| (Roads) | Sanitation | Energy {Governance | Decentralisation] / Agriculture ] Environment] Sector

2007{200812007]2008]2007| 2008|2007 {2008} 2007 | 2008 {2007|2008{2007{ 2008 | 2007 | 2008 | 2007 | 2008 }2007{ 2008 | 2007 { 2008
EC (excl EIB) 0 0] 1.64] 25 0.39] 9.81} 2.74{ 10.2 1.96] 3.83 Q 4] 2.67 1.5
Irish Aid 4.19( 6.6] 2.35] 2.55 2.45f 2.7 1.7 1.9
GTZ N/A 1.75 1.92
DfID 0 1] 0.6] 0.6 0.54 0 0.96 0.6 1 1 04| 04
TOTAL - EU 0 1] 6.43[ 9.7]1 2.35] 2.55} 0.39] 9.81] 5.73] 12.9 0 01 4.62) 6331 175 5.92] 367 2.5 0 0] 04] 04
MCC 296 12 3.28] 14.1 0.471 4.76
fwe* 1.94] 1.501.36 2] 0.3F 10] 1.15] 2.82 0.58/ 0.44} 1.13
UN systems
ADB 79[ 63
Chinese
Arab Funds {EaDEA, SAUDI, Kuwait Fund)
Japan
PEPFAR 73] 10
Global Fund
TOTAL - OTHER DONORS 0 0] 12.2 23.5 1.36 2 82 153 443 169 0 0 047 476 0 0 0 0 0 0 044 113
TOTAL - ALL DONORS 0 1] 18.6] 33.2] 3.71] 4.55] 8.59} 25.1] 10.2] 29.8 0 0} 5.09] 11.09} 1.75 5.92] 3.67 25 0 0] 0.84] 1.53

* Including Macroeconomic support and support to poverty reduction strategies

Note:

This matrix is an example of a donor matrix that can be drafted at country level to show 1) the disbursements by donors in 2007
2) the ptanned donor disbursements in 2008 (indicative figures, entry into the table does not constitute an entitlement)
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Republic of Ireland

Annex X — Member States Donor Support to Projects

PRSE National Challenge Project Preject Partner Budgeiinf | Budgetin€ Proposed Ohjective/Purpose
CodeSun 2405 2068 Budgetin €
Cade 547

Cress Cutting Ne.l HIV/AIDS  [HIV Ohjective: To veduce the impact of HIVIATS in Lesotho
_________________________________ Specific Objectives: (1) National Go-srdination Mechanisms
National Co-ordination WAC /DATEs €31020000 [£450000.00 [E450000.00 | Strengthened Gi) Civil Sordety response to HIVIAIDS supported
Ol Seclety | T [Positive Act sud others | € 260,000.00 |€ 406,000,007 |€360.00008

Mansmeaming | Hrish Aid €000 TE T0060 e AN

Migrant Wodkers WoLE; T [ Midsny of Labour | |€ 0000808 T
T ek Heeat ] | T € 890,006006 | € SB0,000.00 € 480,000.60 |

Mo, 1.Jolb: Creation € 04 € .00 £6.80

Xo. 2 Food Security €040 € 0.00 € G810

No. 3 Infrastructure RA (i} Support fe selected rural access projects continwed with particular
Bevelopment frural sccess) | d s S P oo | empliasis on the eonstroction of foothridges. (i) Smooth transition
Gravel Foads DRE MaPWT €20000000 [€0.00 €000 enswred Detween Irish Atd, DRR and other development partuers as
________________________________________________________________________________ _ . |Bvish Aid disengages from the secter

Foothridges DERE 3MePWT € SO0 000750 TE A0 T TE ST
Cros: Dratuage Squctres | | BREMePRT E150.00000 (€06 E06Y

LG TRL stady om design T DR MePWT EETH06h0 T [EAS a0 NN |
standards i e e

Capacity Bulding DRE MoPWT E00000 (€00 g000
[ 1% ¢ | R €930,006.00 [€ BE60OY|ERGE T
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PRSP Natienal Cliallenge Prajert Project Partney Budgetin € | Budgetin€ Proposed Objective/Pripose
CodeSun 205 2006 Budgetin €
Code 7

No. 3 Infrastrnctore Strategic Plan of the Bepartinent of Rural Water Supply implemented
Bevelopment {rural water and

samitationyy 4|} SRR SUSNS SSPUPITOP

Cooniribution to sub-sector RWS DRWS €1,350,008.00 | € 2,465,000.00 {€ 250000000

programene {pooled fimd)

No. 4 Governance Gov Serengihencd Demacracy, transparency and xecountabilify in Lesetho
[ Donor Co-ordination || [EZ0G00006TE MG H00G0 ¥ WE N0

[ Civil Sectety PRS wonitering | | Lo T (€750 00006 | €250, 60005 (€ 25606600

PRS Mozmitoring. | MoFDP ETA0 600008 T TEISUGAUAE T [E 350 S

[Elections Suppert | BT € H5000005 T TR ST AhA0 T T |E 150 80

Parlimentary Reform | | Patiamerne |1 €30,00000 ESDH0E0 T |E RGN0 T

Office of the Ombudsan T Opbudspaam EL000000  [E80 00600 [ERAREAT T
Y T | D T & T 056, 0000 £ SRE AUROT | € S0 ATIT T

NS Tenproved Health And ELT ) Impreoved beaklth service delivery (i) Heolth Sector Response to
| Social Welfare | T S Y T W HEV/AIDS bmproved (i) Dasor Harmandsafion Advanced
Tmproved Service Delivery 3oHESW and CHAL ET00,00000 " TE5 0000 12 3 305000
(inclading HIVAIDS responcel | b s SN SORSR

Civil Soclety LFPA £ 5000050
R 2 | R €950,006,00 € 3,240,000.00 € 4,230,000.00 |
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PRSF National Challenge Preject Project Pariuer Budgetin€ | Budgetin€ Proposed Objective/Farpose
CodelSun o0& 066 Budget €
Code 2007

No.b Well established Human () Emproved guality of education in line with ERSP (i} Institotions
| Respurce Development | N D S P S strengihened nHne with PSIRP (i) Enhanced Donor Co-grdination
Quality Bazic Edusation MoET 120000000 (£1200 80000 |€ 20800000 |in the Education Sector (iv) Strengthened capacity of cixil society to
__________________________________ N Y N P R support monitor sud Emplement PRS.

Systemz Strengthening MaET £ 10000000 [£10000800 € 10008000

|ERVATES mainsweaming | T MRETTTTTTTTTTTTTT E5050000 [EX5 00050 [E58 0600

Process Fund T  MoET R T I 0 1 Y R =3 T
(Bersames - | Lesotho SCEF € 10006000 TR EEETTTTT
¥ 7 I R § 1660000000 € 156000000 |08 ]

No.§ Pablic Sector Gov Imparoved efficiency and responsiveness of the Pablic Service in
mprovement ____________l.eeeveessbenssmmice oo cmnianennee TR SR N Lesotho

Bublis Finaneisl Manzgement and MeEDP and MoPS € 1,408,060.00 £ 1 40000000 € 1 400,000.00

Puhiic Sector Improvement

Prograxme Suppoert Provess Fimed Erish Aid EXMUML0  [€250000.00 (€258 00080 | Pregromome Suppart Cosis

TOTAL € 2,660,068.00 €2, 71500000 |€2,840,000.00
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FEDERAL REFUBLIC OF GERMANY

Lesotho - 13 Pawal and
Insoiwtionat Framework
Conditiens: Sor Decenmalization
and of Land Managensent
{Rapunable body: Minisry of
Lo} Govemuent, Ml

PRSP Mational Project Project Tidle Project Amonnt Stard Fnd Date ObjectiveProrpose
ChallengePriority | CodeMIS dste
Code
No.i Job Creatton (9322453 [DEDP GIZ - Suppert ta 5BUG.000 - Bure - this s for all DL [ R0072B50 Toral zevenuments (LCs, CC2) as well a3 govessssanta] and private samaes proveders carry
[ Decantralized Foral Developrent |conpesmits of DRDP spto ont thetr Raetioes in promoting participatoey msl devalopment aod Ind trnagament, »
Lesotho - 33 Pafonuanes of 7 Hational phnming guidelmes ave dranes wp amd i fores, bazed on & harmonized legiziation.
Loeat Govananent and Other » 2 o Lo e oF the fonr distrieks theve 1 A inctaase f sovesnsl developrent meararey,
Sarvice Providers {Reponsbls which have been plawed in zocoedanoawith the national plansing matdelives.
budy: Ministy of Local » At lmnet $0% of the: nector aad doswy fnonced diskict proiects s glamed i accosdnes
Crovernmant} with the natiorsd pimming puidelines,
* Ths vhare of tesourees for povsity coented development measures ncrezses out of the fotal
LESOUITES.
« Tha eomavmnities hzve aceess 9o mationat and dozor funded development fimds duumbey ¢f
developrment werines Snanead foon Siems fnds) Oneoine. GTE inped 1o PART.
Wo-1 Fob Creation BROP - GTZDED Sugpost fo TeHL- Benpa par Support to Land wee plammenr, Mafstens; Markefug ampecially ve Forashy sud Business
LED, 4 Southem Distriety, 4 DED | Developruesit Wokey - Developmsant, hMobstey Hoek; Eoo- tonniam, Cuthéee: Agricoiiuse, Qacha’s Mak; Mote
D additional projert budget and Quihing Wildife Developroset Trost (QWIDT) is & NGO witl the airs to support sushinabls
&TZ progremime support wse of the nateral reseuress in the Quthing Disgiet. DED agsizsts QDT i e ain to
etnserve the nafyra] Buing conditions, to eomnerve ey sparies, io promots sustainable we of
the naboral sesomcss and io develop alismefives for income penerating for fhe naal
popatation.
M3 o Creshon BED - PFP Suppart 78811 - Ewre pa. per 20065 HIEF Suppeat to pablee private marinersldps
Drevelopsent Worker +
additional project hudeet and
ZIL proganme support
P, i Job Creafion DED - Advisor fo wegazisetions | fo.0lE- Busepa pay 0 HIGT Advizor to lorat organssations and momtorng of Prsd, L DED
Developoent Worker +
addittonal project bodeet and
L programme suppoit
Ne2 Food 32245 3. | DEDP GIZ - Supportia S0 10GTERGE The esential parts of lepsd cygamisational snd institofions vezelations necessary Zor &
Serurity Q01.0F Decantratized Bnral Development : deceniralised nural development bave been put i free. » The mmplemerdation resulations

concameng foral mwvernancs {Local Government Aot, LAG) are sdaphed snpencally
{meazurad by the inputs freen Urban {UCs) and Cevmmmity Conemedls (£C8)).

* Broms fhe Tudget vesr 2008402007 amveinds TCs and CCs duwring e St quaster ofihe
finaveial vear recerve 3t leavt 75% of ety nunming epvty sexigned to thers Froo the cantre
{pvorad wiing e budestplanndsg of the Mntztry of Finanee)

» The legal soud insiitaitenal senciuses foracapn iy fhe Land Lawe heve bean cpagfed,

» Sufficient shive of the budget has bean slhowed, o ensble their completion. Ougoing (T
fmpras o PSIRE
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Lerotho - 3} Performance of
Loeal Government wod Other
Bervies Providers Fespansible
‘boty: Minisey of Local
rovemmsnt}

o8 Publie
Servies Dalivery

DEDP GTSDED - Sappert to
Dacantralised Bural Davelopomeny
Lesotho - 33 Performance of
Laotal Gevernarent and Other
Service Providers Reponside
bady Mindstry of Local
Covermeryt 4 DED DW in
Sonfhern Phsricts

PRSP Nadonal Project Project Tiie Praject Amonmd Stave End Date OhbjectivePurpase
ChaflengePriovity | Coded Iy date
Code
o3 Govermance, | I32245 5% |DRDPGIE - Supportio 1-hfar-  [28-Fendl? The arsential parts of legal, crsamsationsl and fnstrhational regulanons necassary fov 2
Sadety & Seowdly (00101 Decentralized Rural Developmant =] derengalived mral development hase been put s face. « The eplemmudian egalations
Lasotho - 15 Lagal snd ecnearning loeal povernance {Local Govenmsent Ao, aro adapted sxopirinathy {iearamsd Ty
Instivationsd Framesuek e dputs Sew Urban {GC:} and Commangty Trunetls {C0
Conditions for Desentralisation *» From the burdest vear 20042005 orewazds TH0s and Cls dotng the fivct quartey of fhe
sl of Land Management fiancial year recetve at leant 75% of thair munping vosts ausimned o them feops the cenne
{Respornibie body: Ministry of {proved using the budeet phanning of the WEnistry of Finanes)
Loest Govenmsent, Mol Gh » Tha legal and instifutiors] stntoras fopsssen fn the Eand Laor birve boon arsaded,
= Gudfcient shiare of the bedpet bas been allowsd, to suslle their complaton. Ongoing, GTE
input to PSIRR
037453~ [DEDP GTZ - Supportto The dntricts carry out thew co-sndination role for an intemyated developuant « NMaienal
Q0102 Decerdralised Rural Devaloprant plamming suidelines are Sravm wp and in foree hased o 5 hanmesdsed lagislation.
Lesotho - 23 Develupiment » B xf least two of the Sowr distriets theve 15 2 Merease In comeapmzl developoent messures,
Planuing aud Financing which have been plannad 2 secodanse with the national plaang enidelines,
(Resprnnibla bady: hinishey of » At et 509G of tha ssntor and devor fingaeed disgict peojects ave plazned in secordsnee
Fimngee and Developusant with fhe national plavsne suidelines,
Flanring) » Thz shaze of vesources for poverty orianted developrst mansies eresses out of the folg]
FESOUTDET.
» Thecommmuizies have access to sationst and doeror findad developrent funds franber of
developmant asaanes Fnanced fom dhase Ruds) Cogoinez, GTZ inpat to PSIRP.
32245 5. |IIRDF CGTE - Suppoet io Locad zovenments {UCs, C0s) ax well 22 povernmental and private service providers cany
0102 Dreceutrsiized Ruwal Developrment

out their fmction: s prousating patisipatory mral development and Iand swnazement,
Wational planning sidelines are dravay up and in fooee, based on 2 harmoniced legiclation,

» T ot Bt b 0% thie four disiricts there s an fnoresse in commenmal development mes nures,
witeh have been plawmed i acoordancs with the natiosal plaming saidelines,

» At aast 5% of the sector and dessor financed dickict projects ave plazned in acoerdanoe
with the natiasal plarsivg poidelines,

» Tha shave of vesources dor poverty crlended development msasizes inereases outef Se rokad
TREONICES.

» Thus corermmition have acoess 20 mationst and domor fnded developmmant fomds {muomber of
developrrent massurer fnansed fore frase fuuds) Dorotnz GTZ ingmt to PEIRD,

Loeal govenments (UCs, CCe) a5 well 2z povermnenta] pad private sarvice providers earry
wut thetr ferptions i prorsoting participatory mesl devalopment zod land mormgement, »
Pintional planning madelines se drnen wp and i fores, based v a harmonisad legislation.

« I at laast oo of the fhur distiels Hiere i an fnersase in pomusmal developmant maagures,
ek byt bioen planned in sveordance with fae nationn] planuing euidelines,

» At Teast 0% of the seater and donoy financed disizint ronjects ave plansed by arcovdance
with the nations] planning suidelines.

» T shane of vesonmees for poverty orfented developraent measwes mersazes muf of the tofal
FREDUTORS.

» The commmumdties have access 1o natdonst and doxor fided development fiunds {number of

development measuves Hnnnved Fom thace fimds) Cugoing, GTE tngut to PRED.
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Managemest

PRSP Nuational Projert Project Title Projer Awsunt Start End Date ObjectivePurposs
ChallengePriosiny | CodeMIS e
Code
N8 Pablic Q32245 3. 151 GTZ - Support to The parmey pEniseiss view the G Development Co-operation as fransparently and
Service Delivery | 401.08 Decentralised Baral coherently prting pavinars. « Tieely and enlturally adapted conrapts, Inchmnants xnd
Development Lexotho - focal sytenns of bnvan vesource Matsremay ae appiied By all minisbies.
Area co-ordination « At feast 30% of Teadardhip positions in fhe ministries ave filled u 2 tanspazent manner
according to terhuins] criteria sod & public advertisen=st of de positions.
» Thaafficieney of the persorsel fneacured by an 2ssessment by G superior) inthe
winisiies has mmeved, Cugedng GTE iapis to PRIRFE.
Mo.d Infrastmchize Fizanclal Co-oparation - Labour
Dizvelopment imtestve: Rnsd Constraction
Wod nfamuemes [03.32435 5 |DEDP GTZ - Sapport to F104 TR Laocal govensesents (L, CCs) avwell s gpvenoeantal and prrvate servite providers camy
Tievelopaent [LHNS Desantratised Fuaral Developreant o Saelt fenctions i pronwyiing participatory sl developmiant and bxid masagesient.
Lesntea - 3} Performannee of Watiomal ploning mudelines we draves wp and in foree, based ou s hrmonized Jagislation.
Loeal Government and Ocher * Tz ot Deast vy of ¢he Sour distrints thera 15 an tncrtare in comeusnal developmant measares,
Servies Provideps (Responsible witich have been planned in sreced with the uxttenal plavming gwidel
boody: Mindséy of Local » & Teazt 50%e of the sector mnd dior fnanced diekiet poojects are planved in sxecrdance
Goveumvanth with the nationsi pixnntug euideliner,
» The shave of vesorrves S poverty oriaved developrant measues ioesses out of Ge fotsd
EESOHIEES,
» Tiwa commnmiies have avcess fo zatioust and dosor fundad development fundy fanmber of
developmeent peasares fngreed fom thaye fnds} Oneomz, GTE upet to PSIRE.
o3 Ioproved 9322455 | DEDF GTZ - Support to HL04 | 200FTRAR Lacal govemments (U5, CL5) a3 well 23 governmental and puivate ssscics provider carsy
Healgh & Sooial 001,63 Derastrabised Rural Developrens ot fhetr fanctions By pecosiing preticipatory yural Jevelopewnt snd lood managamgent, «
Welfas Lasoths - 3} Performance of MNatonal planafng guidelines sre drawsnop aud in Feve, based on 2 hamenized legislation,
Local Goversement and Oghar v By 2t lamst fve of the fonr disticts here is aninerease incommmzl development mazvaves,
Zervics Froviders (Reipensihle which have'been planned in seopdance wifh the national planming sutdelines,
body: Mmdstry of Laeal » A% temst 3094 of the seebe anad donsor Snsnced disfict projscts aze planned I secerdence
Covammest} with fhe hational planmng saidelines,
» Tise chare of reseumees for poventy ovisited developmant nemses mereases aul of fhe fotal
TESOUITES,
» Tha popeenifies have soeess fo nations! std donow fonded development Bnds {mubar of
developeent yeensures finanred from Sese fimds) Ongoing, GIZ gt to PRIRE,
18533347 8 { Stedy and Expert Pl LR00,06 1-Jau-b% Oazpime LS.
He.f Wall 03 2745.3- |DEDF GIZ - Sugpatito 4md | 0UNE8A2 | The human pesouees depariments of all mirivties at contral lavel relerant to decentralization
ratabiished Funsan | 001,04 Decartrglized Bawal Developmeent ave impyoving thal serviee dalivery in buman yegounne manyEemen) in preparation for an
Rescurce Lesothin - 43 Support fo the adegpate provision of peromned to decanealised pdmnistative shnchwes.
Davelopamant Mediztor Levels of Dacentralised
Razal Davelopment
o7 DEDRGETZ ADED Supperted by DRDP ¢5TS) iedfae | 31-Dies-id
Environmentsl Matketing Forestry 3okales 3
Manazenent ok, Follow Up fo Scoial
Forastry and Conservation.
Program
B CiM - Support to Fovestry v Smamoes + snpported by
Frronmsentsl GTS
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PRSP Nafiousl Project Project Title Project Asmount Seart Fond Date ObjerivePurpore
Challepee/Priority | CodaNIS date
Cods
o7 LE- DEDy - Co-eperstion with GTZ TR0 ELRA pa. par JREET= I To propate techaclogres and teehriques to wse Bonazs ensrpy for oookmg, badong, heatmg
Fuvizommests] PROBEC | Program o Bicumnss Energy Develusanomt worker = it food processing. Frivets hopeholds and fnofeghions are the gvovps to ba addussed.
Manngenumt il Conservation additional suppart by GTE Goven fizt 73 the foressesble futire Monwmss well rern the primary sowrce of basic anergy
) for wp to 80% of fotal snergy consupdion for Fansiies and small businewies, it iz irpostant
fhat the available enerzy fhiomass} be used i an environmertally sovmd mmd socially
semporsible way., The progranme thevefore aims a% provoting a comprefensive packase of
sohitior, sppropriated to Desofho, with which it & feaxible 1o veach muubtiple, kng Iastnz
epvirommanial, econoatc and social bausfits.
Ko7 LE-QWDT |DRDP G2 DEEN - Buppertte {78611 - Ewe pa. per LS 1508005 Cutung Widlif Develepment trust (WL L) 12 8 MG with the 3t fo sepport sustainable
Environsnental il Quising Wildiife Tigst Developruent Wouker + e of the vatowal resetoces i the Quthing Disadet BED assists WDT m the aim o
Mamrzement addtiond pojert budset comserve e uahaal Hving semlitions, fo conserve key speciey, fo pyowmote sustyinable we of
the matural resources and fo develep alteumtives fou income genevating for the mwal
population.
o7 33453 [DRDP GIZ - Suppertto i | JO0TEGR Loeal govermuents (L5, U057 az well 3 zovenvesutal and prrvate servive providers vy
Ernirormsenial .03 Decentratised Rural Daveloprment ont their finctiens in provsating padifcipatony nizd Sevelopresnt and Bnd meamazaant. »
Mamagement Lesoths « 3 Perfommanios of Mot plansing puidelings aps deaves wp and in foooe, baved o 2 banmonised Jemslation.
Loeat Government aad Cifer = Ty 7% least tweo of the fowr Sistricts there 1o An incresse in conomsal develomment sy,
Seyvice Providars {Rasponsibie whdeh have baen plawed in 2eocodanes with e natoual plasning puidelnes.
body: dmisty of Loeal » At Teast SO% of fhe seeton 2uyd doesor finanead distict projects seeplanned in aceordance
Govenunest} with the nationa) planning puidelioes,
» Tha share of tesouress for posesty ovtented developinent mesrmes Dscteases ont of the tosal
TESURLICES,
« The commmmities live aecess fo mational and donar fmded developrasnt fupds fruoher of
development wazmyes finarsed fom there fimde) Qrgomg, GTZ pat to PSIRT.
No.? (32245 3. | DROP GTZ - Swpportto i (20072802 The avmential parts of fegal, crpamisafionns and fnstitetions! regalaticus necessary for &
Enviroumental 0101 Decentraiised Fural Daveloprosnt decantalivad ] development hove been put in force. » The tmplamendation segrdzhions
Managemimt Lesetho - L2 Lazal and conaming local gevertanos fLecal Governmant Aot} are adipded snapiriosily faasured by
Tantitetional Framework dies Soputs From Urbas {UCH) and Compwanity Cowneits 00205,
Caonditions for Decentralization = From: the budget vear 20042008 orewards TCs and Cls dming the first quantay of the
and of Lazd Managemen Finaneial vear vecedve at least 75% of thalt nemens costs assened to thew from the cente
{Rasponaible body: Minlstry of fpsovad wing the hudget plavning of the Rinistry of Fivance)
Locs! Govemment, MaLG) + The lewal and inctiuiicsal stachwes fhvesean 1 the Land Loy have beas crested
» Snificient thave of the budzst hax bean allowsd, to enable their conplziion. Ongome, GTZ
it B PSIRE
¥o.B Fublic PFuageial Co-operation - Sugport | €2,560:000
Serrice Delivery £ Distried Admsnzintration amd
Lecal Government Infrashuchrs
Xo.8 Public T - Support to Begional Oro fipanses FRA02 2608 | Tnstihminnatised decanizalization of phanning adumwstation, Preparation of a physizal,
Service Delvery Flanming spatial Plarring Feamework: for the whiols covetry. Framewodks therefore ;e gasetied
No.8 Public CM - Sepport to Utkas Plagning | Oun Seances [l 33714098 | Regrongd-, distsret-, Stuciwre- and Losal aren plans on the basty of the Town and Cemsry
Servige Delivery Planuaing Act. The CD-Experts adsce, tnntet aud frain the respougihle Phopstest Famers.
Extabiich 5 well functioning Datshage witlin the TSPP on 5 GIS baze to serve fir opstemers
remady i fermns of plasnine, survey, londs send cartozraphy,
Xo.R Pubbin 1 - Bupport to Cendeal Bank Owm finaznres
Sarvice Delivery
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Instisynonal Framework
Caonditions for Decentralization
and of Laed Management
{Rmnpeasibla body, hintvry of
Loes} Grevermmant, Mel &

PRYP Nafional Project Project Title Project Amount S FEud Daia OljectiviPurposa
ChallengePriority | CodeMES dhite
Code
Mationat Cross {rH-Aids DELD - Suppat to HIV/ATDS TR0 -Fuvo poa. per 13148 | 3105 Sichoo! Awarenses-progaihee concenng HLY7 Ak for paptly atd feachers of recondans
Custting Mol L1 Whtigstion, Qacha's Wek Sehools | Developent Worker - and High srhools in the distriet, Assistance to the Distriet Adds Task Foree of Qacki™s ek
HOAIDE Prozramnse additroual projeet budgat that this exga In move shle topiay ity rele. Support to e Decengalived Rural Developniens
Programme bor survaying e Snetionine of fafbrmation and supply stuehnes babivesn
commrdties znd the nattenal fzvel and vies versa in the Held of BIV/Aids.
Wationial Cross DEDP - 6715 DED Support to TRHLL, - Biwe g, per 2005 2067 Suppert and Eehasral anmancs o the Natonsl Dwiverssty of Lesofae Intadenty trained oo
Cufting N 1 Mudnstreaming of HIVVAIDE, 4 | Developmet Warhey « GTZ BIV/ATDS:
FAIDS Southerm Diaficts CeazZrAmDE suppert
Hational Crews TRIAL -Baroma. pey PN T Sgport and tectmbca) assistnes to the T avathe Collags of Edweation (teachier aining on
Cutting Wo.l Developrienst Worker ~ GTE BEOVATDSS
HIVAIDS PUOELASIIES peppett
Pational Cross (e 2005 T Techmesl Sdviseto the Youth Canive Khvbetroana
Cuthing Na.l
HEWAATDS
Nationat Cross GH-8ds- | DED - Sappest to HIV/ AL T30 P pa. per %04 130958 Develop TV A Werkplase-Policy-Prozrammues together with privite companies and
Chtting 1a.1 CARE 1.3 | Mtigation, Wodiplace-Policy- Deselopment Worker + watitufions 1o Lasotho and fariltation of tmplementation,
HOAIDS Progronmumes additipnal proiect budget
atemal Cross 032243 5%- |DEDR GIZ - Suppedt to qrided \ 200TEA Local govermments (Uls, Cls) an well an governnrantal s private saryres eoviders camy
Chathing Mol 40163 Dansanalised Riural Developiment out Hieir facitons Drprowoting pasticipstary rorsl development and land raoagsmenst. «
HOGATDS Lecotho - 3} Pedormanes of Natiomal plasivg suidelines ass dravws wp axd i force, based on & harmonized Jegislation.
Laocal Goverrment snd Cither » B at laast fwo of the S dishiets there s an mevesse iy conwmal development meazures,
Service Providars (Respomaible wrhiedi have been planned in sooordazce with the national planning guidelines,
body: Ministny of Local o At east 0% of the sertor and doxse Pisneed diztact peojuets ave planned In zocordance
Gevernment) with tha nations} planzing guidelmes
= Tia share of vascurers for poverty estented development messsures mereasas ol of e tofad
ERSOLCE,,
» The covarnynities have ascans o ativnal snd dozor fimdad development Bmdy faumiber of
development nreasures Snmeed Fom Save funds Onzoing, GEE input fo BSIRD.
Wational Cress 1322453~ |DEDP{FIZ - Suppori ta i | 2O0TeAR The assentral parts of legal, organisationsl and institutions) regelatons necassary far 2
Cotting o1 R Dusansralized Barnd Developrrant dazentalised nual developenent have beex piat fs force. » The Euplementation ramdations
HIViIAIDS Lesotha ~ 1Y Lagal and concemiy kol povemance {Loeal Govempent Aol are adapted empiricslly fmeased by

the duguits Frows Trban {00 and Conmeenty Coamefls {000

» From fe budzat vear 20472005 onwards Ts and £ during the Sost qanrter of fha
finanesal vasy ceceive at least T3% of thelr noming covts avsgned to thery from the rente
{provad wing the budzet planning of the Ministry of Freamea)

» The legal and institntional stuches foracsen in the Land Law have besn created.

» Suffielent shave of e budeet has been sltowsd, to enable their completion. Cogotng, GTZ
ittt PSERE




Annex X — Member States Donor Support to Projects

UNITED KINGDOM
PRSP National | Preject’ | Project Tide Project  {Stort date |End Pate |(bjectivePurpose Status and Comments
Chalisnge/Prierity | M8 Amount
Cede
PRS FGUNDATION PROGRAMME (£ 5m)
{32.543- {Strengihenmg f0%m 210404 (3171207 | To co-ondinafe the uplementstion of PRE. | DHID approved & costed extension to LVAC, both TA (Peter
{38 Gol.'s Poverty To develop 2 natienal poverty information | Muganer) and finaneis] support of LVAC activities throngh
Meniforing database for momitoring PR3, To suppert CARE Tespthe-54. The revised end date in now December
Functicn antd gtrengthen the links of LVALC, 2007, PSCabinet issued meme confinming LVACs
fustitufional home will be DMA, znd ot MoAFS as outlined
i the FS Peliey. Clantfication being sought froen Minister,
DA also approved comzinaent of ~£ 140K to BoS fwoagh
UNEPA to conplete cerain activities for the Ceusax 2006,
032-342. | Civil Society £035m 811704 3132007 To support the development of 2 dynanic The first At Review bag been scheduled for first waek
038 Suppert Frogramme arid sustainable civil somety engaged in Amgast 2005, led by Steve Godirev supporiad by lfumeleng
RSP menitering and shaping PRS implementation. | Kimane, Key ismes to be asgested nclude instingtionsl
arrangeroeats and LNz effectiveness as hrplementing
ey,
032-342. | Public Fmancist £3m 1245 317308 | Tosmengthes Gol’s Publie Finance Second Annnsd Feview scheduled for 23¢h - 288 Seprenber
038 Manazement {PFM} hansgement Systams inclading 2008, v be led by Kew Robsen. Parficipation oo dhis joing
secountability and procursswent, review heing actively sought fom Iish Add, EC snd WE.
Key issues continue 1o be secsssing EC funds far IFMES, and
susuring the complementarity with the oflier two PSIRP
components of decentralizetion wef HE reform.
033004 jLesothe Revenue | £ 6 18302 131348 | To assish the GoL in extablizshing an Second Phese fuee-year support approved of £ 2. and
801 03%- FAutherity fLRA) independent Revenne Autherity administered ax Finapcial Aid. Four-month interim phase
342036 agreed with TRADAID tobuild the capacity of Finsnce
Adunismation Department to effectively provere and
meanage T4 vsing FA foads. A review is schedaled for end
Angst 2006 to assess FAD s progress in putting In place
suitable svstents nnd procedures for FA,
032-542- [Deoneor £ A 4 208 To support Gol fo se-ordinate donor Sevond comemitment to TNDE for placement of economist
038 Hannonisation seiivities around the PRS and PSIRP neore | Osten Chata in the Social Policy Unit. DD continnes to

efficimtly

zttend Developrment Partners Consubtative Forum {DPCF}
that disensses inter alia suppert to the Donor Boimdiable
Conference doe it November 2006,
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PRSP National Projecti {Project Title Project | Sénrt date |End Date | Objective/Furpose Status and Comments
ChallengePriority | MIS Amaunt
Cade
PRS PRIORITY SUTPORT PROGRAMME (£ 7.5m)
Mo 1 Cross- 032-342- |HDAIDS E2m 2004 3141208 | To reduce nsk and improve capscity to care, | Ammal Review nnderiaken i early June 2006, seoring Y,
cutiing: HIVAIDS | 039 and mitigate the impact of HIV TINDP “Bealing up National Response’ scheduled to end
Brecember 2005, UNAIDS TA (Henry Tabifor] in post fioum
Warck 2006 for two vearz, PACAAL Phase 2 conchuded in
Niovwember 2005, Com®dark Jong-tenn infervention stady
new developed yandel for carsipreveition i ke garsent
industry branded 35 ALAFA and bunched i June by Bono.
No.l Job Crestion |032-542- | Job Crention £l WX 30309 |To impwove the mveshvient clinaie snd PMTC consortiuan confracted hrongh inteanstionsl QIFLY
038 increase market access for Sie powr precess, inception Phase conchaded end May 2008 with
swhimissien of report snd defatled costed work planto
Gol/DED. Cuomput Mansgers have been identified i
BioAFS (5) and MoTIMC (3}, inifial activities imderwsy.
Firgt Sonned Review scheduled for sarhy 2067,
Nod Job Crestion [032-342. |Siaking Commwodity |£15m {20022 (37168 To enhanee e growtl and development of | Two agreed slersents to Lesotho: suppeart to ganment sectoy
03g Makets Worl: for selected conarnodity and service sectors in the |and the wool und mohair mackets. Wore precisely focussed
the Poor SACU region for the sustainable benefitof  [liey sakebolders o fssues confroming testile and clothing
(ComAak) the poor industzy. Frovided rechmical suppert and advice on a range
of trade and industrial policy issues. Also played s meior
role in atfracting new investiments to the commtzy snd some
new buvers of grments.
Ho. 2 Food 033-343- | Food Becuity £2m 1412345 [347509 | To reduce bonger and wiherabiiily in See above for Job Crention
Security PIE)S Lesotho
Mo, 3: Govemanee, | 032-542- | Lesotho Justice £5.3m 17343 38248 | To develop the Lesotho Justive Sector so that | Serond Anmial Review took place in March 2006, scoved st
Safety, Sseurity 037 Sector Bevelopment Tro-poor policies are developed aud '3, New Projert Manager, Thaudeks Dhlamin, in post stoce
Programme Tmplementad. Marel; memiment underway of Technical Adviser to
(LISDE} rzplace Senier Progrumens Mauager who retived end April

2008, Interviews io take place end Awsust Clanification of
Secyetusiat roles and responsibilities currandly underway,




ANNEX X1

European Investment Bank in Lesotho

Under the various EU mandates of the Cotonou and Lomé Agreements, EIB supports the economic
development of the Kingdom of Lesotho through investments (loans, quasi-equity, equity and guarantees)
into projects sponsored either by the public or the private sector. The existing portfolio of investments was
funded from the Bank’s own resources (with a guarantee cover from the EU Member States), risk capital
resources from the EC under the various Lomé Agreements, as well as from the Investment Facility of the
Cotonou Agreement.

At the end of 2007, EIB’s signed portfolio of 10 loans, dating back to 1985, to Lesotho stood at € 97.3

million of which € 78.6 million have been disbursed to date, with a remaining balance of € 14.3 million still

to be disbursed. Under the two Financial Protocols of the Lomé IV Convention, the Bank has signed

commitments for a total of € 91.3 million (comprising € 73.3 million on the Bank’s own resources and € 18

million on risk capital resources). So far, the portfolio only comprises one project financed under the
itonou Agreement, signed in 2007 (see below). EIB supported projects in the following areas:

e Electric Power Infrastructure: The Mauela Hydropower Project 1s part of Phase 1A of the Lesotho
Highlands Water Project (LHWP) and EIB contributed to the funding of the project in the form of a €
15 million loan from risk capital resources and a € 5 million loan from own resources

e Water Sector: Lesotho Highlands Water Project (LHWP) — Phase 1B: EIB support to Phase 1B of
the LHWP consisted of two loans from own resources for a total of € 54 million for the construction
of the Matsoku Diversion Weir and Tunnel, Following a final disbursement of ZAR 21.5 million (€
2.7 million) made in June 2004 and cancellation of the remaining balance of € 1.9 million, total
disbursements under both loans now amount to € 52.1 million.

s SME support: Lesotho National Development Corporation (LNDC): Following three previous global
loans of € 3 million each, a fourth global loan facility of € 3 million from risk capital was provided to
LNDC under Lomé IV in 1994 with the following components: Loan “A” (€ 0.75 million) for
Government of Lesotho equity in LNDC, Loan “B” (€ 1.75 million) for the financing of small and
medium-sized enterprises and factory shells and Loan “C” (0.5 million) for LNDC equity
participations in SMEs.

Activities in 2007:

In July 2007 the EIB signed a € 14,3 millions loan from own resources coupled with a 3% interest subsidy
from the Investment Facility in support of the Maseru Wastewater Project (MWWP). From the second EU
Water Facility, which was launched in March 2006, the MWWP has obtained a grant of € 10 millions. The
EIB worked in close co-operation with the Commission and the promoter (the Water and Sewerage
Authority, WASA) and has supported the project preparation by financing several studies. Tenders for
consultancy within 1)} Technical Assistance to the Project Implementation Unite, 2) Environmental and
Social Impact Assessment, and 3) Detailed Design, Tender Documentation and Construction Supervision
where commenced in late 2007, and expected to take 18 months, permitting construction works to commence
in mid 2009.

No disbursements where made in 2007.



Outlook for EIB’s passible future activities in Lesotho

Under the Cotonou Agreement/Investment Facility, the Bank will continue to follow closely all opportunities
for supperting viable projects in Lesotho, while giving particular attention to possible private sector projects
or public sector infrastructure projects that contribute to improving the efficiency of public utilities. In view
of the priority GoL attributes to improved access to water supply and sanitation services, and in close
cooperation with the EC regarding its activities in this focal sector, EIB funding could be provided in
particular for sustainable investments in the water and sanitation sectors.
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Questions on the EU Aid Effectiveness targets



Questions on the EU Aid Effectiveness targets

The Commission has to report its performance annually against the four EU targets on aid effec-
tiveness. The data for this will be collected through the EAMR reporting system. You are there-
fore requested to complete the questions below with specific information as noted so that the
current limited baseline we have can be updated and subsequently tracked annually. The infor-
mation will also be important for you to exchange with your government colleagues, NGOs and
with other donors, including MS.

Given the similarities between the Paris and the EU Targets, against the questions below refer-
ence is given to corresponding questions in the OECD survey. For specific definitions of terms
please refer to the OECD/DAC "Definitions and Guidance", Section 5 of the 2006 Survey on
Monitoring the Paris Declaration on Aid Effectiveness (link given below). Please follow the
OECD definitions closely to ensure standardised reporting. For further clarification where neces-
sary, footnotes have also been included. http://www.oecd.org/dataoecd/13/28/36306366.doc

EU Target 1: Channel 50% of government-to-government assistance through country
systems, including by increasing the percentage of our assistance provided through
budget support or SWAP arrangements.

OECD ref: | (i) How much ODA did you disburse at country-level for F&C please

Q2 the government sector in FY 2006 (EUR)?’

Q%5 (i) How much ODA disbursed for the government sector in | None
FY 2006 used national budget execution procedures
(EUR)?

Q% (il How much ODA disbursed for the government sector | None
in FY 2006 used national financial reporting procedures
(EUR)?

Q7 (iv} How much ODA disbursed for the government sector | None
in FY 2006 used national auditing procedures (EUR)?

Q9 (v} How much ODA disbursed for the government sector in | None
FY 2006 used naticnal procurement procedures (EUR)?

Definition of the indicator: [(Qd5+Qd6+Qd7+Qd9)/4} / Qd2 0%

Are there any significant initiatives to promote the use of country systems in your country?
If so, please provide a short description. If not, highlight key constraints (use additional
page if needed)

Under EDF 10 jt is expected that a joint-donor General Budgel Support Programme will be established
together with SPSFs in the water and possibly health sectors. In both these support modes the use of
country systems/procedures in terms of budget execution, financial reporting, auditing and procire-
ment will be promoted.

! In practise this will cover all disbursements to the government sector for which the Delegation is the sub-delegated
autherising officer.

2



EU target 2: Provide all capacity building assistance through coordinated programmes
with an increasing use of multi-donor arrangements®

OECD ref: | How much technical cooperation did you provide in FY F&C please
Q3 2008 (Total TC in EUR)?
Q4 How much fechnical cooperation did you provide through | None

co-ordinated programmes in support of capacity develop-
ment in FY 2006 (EUR)? (Please use definitions given in
QOECD guidance)

Definition of the indicator: Q% / Q%3 0%

Are there any significant initiatives to promote the use of coordinated programmes for
technical cooperation in your country? If so, please provide a short description. If not,
highlight key constraints.

The jointly financed WB-EC Integrated Transport Project provides since 2008 TA to the Ministry of
Public Works and Transport implemented by the WB; EC and WB conciuded an Administration
Agreement on this Project. TA content and scope of service were agreed between WB and EC and GolL
in 2006.

In 2008, EC Delegation will be exploring with resident EU Member States (IRL, UK, G} and with WB the
opportunities and scope for such coordinated programmes in the future with regard to accompanying
measures to GBS and SBS.

2 Despite the different wording the target is interpreted to correspond to Paris Declaration indicator 4. Please pay par-

ticular attention to the definition for the question Q%4.

3




EU target 3: Avoid establishment of new project implementation units {PlIUs).

OECD ref: | How many parallel project implementation units were none
Q10 funded by EC in FY 20087
How many integrated project implementation units were none

funded by EC in FY 20067

How many new parallel project implementation units were | none
started with EC support in FY 20087

How many new integrated project implementation units none
were started with EC support in FY 20067

Definition of the indicator: Were new parallel PIUs started with the sup- No
port of the EC?

Are there any significant initiatives to decrease the number of parallel PIUs in your coun-
try? If so, please provide a short description. If not, highlight key constraints.

If EC and EU partner(s} decide to proceed in a SWAp for the health sector a condition will
be the dismantiing of the existing PIU (parallel unit) in the Health Minisiry.

Pressure from MCC resulted in establishing a fully separate PIU for supervising the design and
construction of the Metolong dam and related infrastructure instead of using an existing unit
within the Ministry of Natural Resources. Cecurrent plans being followed by the Millenium
Challenge Corporation in Lesotho involve the establishment of at feast 7-8 new PiUs.




EU target 4: Reduce the number of uncoordinated missions by 50%.

OECD ref. | How many missions to the field were undertaken in FY 12
Q15 20067°
Q"8 How many of these were coordinated? 0

taken to your country in FY 2006 in the table below:

Please provide a breakdown of missions the Commission and its services have under-

Missions by:

Coordinated

Uncoordinated

Members of Commission

AIDCO

DEV

RELEX

TRADE

ECHO

FISH

OTHER DGs

ROM missions

Other consultants contracied by EC

Total

Definition of the indicator:
(Q*15 - Q“16).

This will become the baseline for subsequent reduction by 50%

0%

Are there any significant initiatives to decrease the number of uncoordinated missions in
your country? If so, please provide a short description. If not, highlight key constraints.

The European Donor Agencies in Lesotho (EDAL) group (EC, IRL, UK, G) plans to infroduce a com-
prehensive planning system for incoming missions to ensure better coordination. The current coop-
eration between donors in the context of preparing the General Budget Support Programme, eg. joint
fiduciary assessment, is an example of the way we would wish to work in the future.

* This question applies to the missions from the HQ




Other aid effectiveness related information (QOpticnal)

Road map
(i) Have the EU missions in your beneficiary country implemented the Council request to
prepare an EU road map guiding the implementation of Paris Declaration? If not,
briefly explain what the causes of non-implementation of such request are.
Not yet due to competing priorities and shortage of resources
(iiy Who is in the charge of this work and are other stakeholders participating?
To be determined, but possibly IRL
(ii)) How is the road map being followed? What is the extent of the Government involve-
ment on the Road Map, and more generally in the implementation of the Paris Decla-

ration objectives?

» Government and Parliament have approved the Paris Declaration

Blue Book
(i) ls there a 'Blue Book' tracking the donor activities at the national level?
No
(i) Who is in charge of this work and is it actively updated?

Not applicable

Web site

(i) Is there a country website on donor coordination, harmonization or on aid effective-
ness issues?

No

(i) Who is managing the website and is it actively updated?
Not applicable

(i) Please provide the URL of this site.

Not applicable
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