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1. Executive Summary

Compared to the previous years, 2006 has seen an improvement in the overall economic
situation as reflected in key economic indicators. In the period 2001-2005 in fact, trade
liberalization pressures and the loss of preferential access to export markets, resulted in
slow down in the economy with critical social consequences.

To respond to the global challenges, the Government has launched a major ten years
economic reform programme and the Multi Annual Adaptation Strategy for the sugar
sector. The reform strategy proposed by the newly elected Government (2005) has been
welcomed by the business community who responded with increased investments. At the
same time, Government is committed to increase the economic opportunities of
vulnerable groups and has launched an ambitious Economic Empowerment Programme
in the budget. Key development partners, as AFD, WB and ADB also support the
Government reform with increased aid envelopes mainly channelled via budget support.
The reform programme also provided the basis for the reorientation of the EC strategy
under the 9" EDF, following End of Term review, as well as a perspective for the 10th
EDF to move toward general budget support for the major part of the National Indicative
Programme.

As regards to 9" EDF ongoing programmes, changes have been introduced aiming at
strengthening the institutional capacity building component in the wastewater sector
budget support programme and at facilitating NSAs participation and access to the calls
for proposals launched in the context of the Decentralised Cooperation Programme.

The dialogue with the Government and NSAs being already satisfactory, all parties are
committed to further strengthen it in light of commitments taken to enhance good
governance.

2. Update on the political, economic, social and environmental situation

2.1 Update on the political situation

Parliamentary democracy has been functioning smoothly but new reforms of the
Judiciary have been proposed by Lord Mackay in 1997 and 2006 upon request of the
Government. Accordingly, the Government is planning to restructure the Supreme Court
into a High Court of Appeal and a Court of Appeal, which will result in a permanent
Division of the High Court hearing first instance criminal cases throughout the Court
term. A separate Director’s of Prosecution Office will be created to reduce backlog and
statutory time limits will be introduced for instituting proceedings before court. These
measures have been included in the list of governance commitments made by the
Government in the context of the 10™ EDF programming (see Annex IT).

On the political front, no national or Jocal elections or change in Government took place
in 2006, except for early elections to the Regional Assembly of Rodrigues, which is
constitutionally decentralised from the mainland Mauritius since 2001. There are two
major parties in Rodrigues, namely the Organisation du Peuple Rodriguais (OPR) and the
Mouvement Rodriguais (MR). The party which is currently holding office is the MR,
headed by Mr Johnson Roussety, who acceded to the post of Chief Commissioner since
August 2006, followmg the resignation of the OPR and the anticipation of the elections
from August 2007 to 10™ December 2006.




2.2 Update on the economic situation

Mauritius is a small island economy in the Indian Ocean with a population of 1.2 million
people and an income per capita of US$5,275. From 1968-2004, per capita GDP growth
averaged 3.8%], as successive waves of diversification transformed the country from a
mono-crop sugar producer to an exporter of sugar, textiles and clothing, tourism and
financial services. The recent economic shocks (namely higher international oil prices
and loss of trade preferences in textiles and sugar sectors) coupled with structural
rigidities in the domestic economy have exacerbated the precariousness and vulnerability
of the economy. Consequently, the economic growth rate fell from a high of 4.8% in
2004 to 2.2% in 2005 but recovered in 2006 to 5.0 %, driven by foreign investments and
growth in emerging sectors.

In response to recent exogenous shocks and an unfavourable macroeconomic
environment, namely a slowdown in the economy and rising unemployment, the
Government has initiated a ten-year bold reform (estimated at Euro 4 billion) focusing
on four main pillars, namely

= Fiscal Consolidation and improving public sector efficiency

* Improving trade competitiveness

= Improving the Investment Climate

* Democratizing the economy: participation, social inclusion and

sustainability

The Mauritius Multi-Annual Adaptation Strategy 2006-2015 for the sugar sector, adopted
by the Government in April 2006, and published in November 2006 forms an integral
part of this comprehensive ten-year economic reform programme.

The economy is picking up slowly with a growth rate of 5.0% in 2006 compared to 2.2%
in 2005. This revival in growth is due to a recovery in both the EPZ and non-EPZ
manufacturing sectors, and the expansion in the construction, business and financial
services sectors. The sugar sector was still performing below average although a lower
contraction of 2.9 % was registered in 2006 compared to negative growth rate of 9.2% in
2005. Growth in the tourism sector was also well below target, registering a growth rate
of only 3.5% in 2006 compared to 5.6% in 2005 as a result of the vector disease,
Chikungunya.

Inflation rate as measured by the Consumer Price Index, decreased from 5.6% in financial
year 2004/05 to 5.1% in financial year 2005/06. However, the price level has picked up
significantly in the second half of 2006 as a result of direct and indirect impact of the
one-off budgetary measures and the pass-through effect of the depreciation of the rupee.
The unemployment rate which was 9.6% in 2005 declined slightly to 9.1%. Among the
unemployed, about a gquarter are primary school drop-outs of which two-thirds are
women.

Excluding the acquisition of aircraft and marine vessel, investment increased by 4.6% in
2006, compared to -2.1% in 2005. The investment rate has however stabilised at around

! Average GDP growth for the same period was 6 percent.



21.3% over the last two years. The share of public investment declined from 29.8% to
23.8% during that period. The national savings rate declined from 17.3% in 2005 to
16.2% in 2006. Foreign Direct investment had reached Rs 7.2 billion at the end of 2006
compared to Rs 2.8 billion in 2005. Given the openness of the economy, the prolonged
effects of external shocks and the resultant adverse terms of trade are impinging
negatively on the current account and the overall balance of payments. Trade deficit
increased to Rs 34.5 billion in 2006 from Rs 23.5 billion in 2005, the unfavourable trend
being explained by the loss of export earnings in respect of textiles and sugar coupled
with a rising import bill.

Europe has remained Mauritius’ main trading partners, led by the U.K. and France, which
together account for 53% of its exports (sugar and textiles). The EU as a whole absorbs
67% of Mauritius® exports and 27% of Mauritius' imports originate in the EU. The EU
Member States also account for 53% of tourist arrivals, with another 15% coming from
the French DOM Réunion. While Europe has remained the key export destination, Asian
markets are increasingly the source of imports, except for machineries which are still
predominantly from the EU.

2.2.1 Fiscal Situation

Fiscal consolidation and debt management has been placed at the centre of the public
finance reform. A revenue stabilization of 19% to GDP has been targeted together with a
decline in the share of expenditure and a narrowing of the overall central government
budget deficit to 3.3% by 2008/2009. In order to achieve this objective, Government has
introduced policy measures to eliminate waste and increase efficiency. Capital projects
are being closely menitored, to prevent unjustified cost overruns and improve the quality
of public investments. The budget deficit is projected to fall from 5.3% to 4.3% from
2005/2006 to 2006/2007. '

2.2.2 The regional integration process

Mauritius sees significant benefits from increased regional trade and supports an agenda
of rapid regional integration. It aspires to a fully effective FTA within the region
encompassing COMESA and SADC.

Mauritius is negotiating the establishment of an Economic Partnership Agreement (EPA)
with the EU as a member of the ESA group. In this context, it hosted an ESA Ministerial
meeting in February 2006. 1t also assumed the Chairmanship of the I0C.

Mauritius has also been collectively promoting the development dimension of the EPA.

Besides its regional integration interests Mauritius continues to strengthen ties with key
trading partners including India with which a Comprehensive Economic Co-operation
and Partnership Agreement has been negotiated. Similar negotiations are under way with
other Asian countries including China and Pakistan. Mauritius is also campaigning for the
further extension of the US's African Growth and Opportunity Act (AGOA). A Trade and
Investment Framework Agreement (TIFA) has been signed with the US in 2006.

2.3 Social situation



On the social front, Government is implementing a set of measures within its wider
reform programme to protect the most vulnerable segments of its population. Social
protection and subsidies are being re-oriented to effectively reach the needy in a cost-
efficient way. Institutions delivering social services are being rationalised.

On Human Development Index (HDI)?, Mauritius has continued to make progress by
moving from 0.779 in 2000 to 0.800 in 2004. 4 of the 8 MDGs have been achieved and
these are universal primary education; reduction of child mortality; improvement of
maternal health through the reduction by three quarters of maternal mortality ratio; and
gender equality through equal enrolment in primary and secondary education. It is
interesting to note the improvement that has been constantly taking place since the 1990°s
in areas like sustainable water access to the population which rose from 95.6% to reach
more than 99 in 2005. Under-five infant mortality rate is seen to have fallen from 23.1
per thousand in 1990 to 15.5 in 2006.

The overall trend in the MDGs is positive, showing the constant commitment of the
Government over 15 years on health and education (See Annex I b).

2.3.1 Education and Training

The educational sector has gone through successive reforms over the past years. A
number of state secondary schools have been constructed to ensure access and a revision
of curricula with particular emphasis on science, mathematics and ICT has been under
way. But despite the remarkable overall progress, the system is still characterised by
significant weaknesses and inefficiencies. As of 2006, a new grading system has been put
in place at the level of the primary cycle to stream the best performers towards the newly
designated national secondary schools.

Government is committed to develop the country into a knowledge-based economy and a
regional Centre of Excellence. The legal framework has been put in place to attract brand
name institutions to set up campuses in Mauritius. The roles and functions of the Human
Resource Development Council (HRDC) and the Tertiary Education Commission (TEC)
are also being adapted to support the transition.

An Empowerment Programme, launched in 2006, comprises inter alias a major
component emphasizing training and refraining to ensure the adaptability and
employability of the workforce. A National Human Resource Development Plan is being
prepared to address the skill needs for the new economic sectors over the period 2006-10
and to reduce the large skill mismatch on the labour market.

2.3.2 Health

Life expectancy of Mauritians has increased from 63 to 71 years during the last twenty
vears. Infant mortality rate has declined from 24.2 per thousand live births in 1987 to
13.2 per thousand live births in 2005. Under-five mortality rate has fallen to 15.5 per
thousand live births in 2006. Communicable diseases have to a large extent been
successfully dealt with and brought under control.

As at end of January 2007, 2760 (2174 male, 457 female) cases of HIV and AIDS have
been reported in the country and out of which 129 were non-residents. It is noted with
much concern that, there has been a significant shift in the mode of transmission of the
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disease from heterosexual to Injecting Drug Users (IDUs). In the year 2000, 2% of the
new infected cases were among Injecting Drug Users and it increased to 14% in 2002 and
92% in 2005. A new HIV/AIDS Strategic Plan 2007-2011 has been prepared and which
will be implemented. An HIV/AIDS legislation would also be enacted to provide
measures for the control and prevention of the propagation of the virus by way of making
available IV testing facilities, the registration of those facilities , the testing of donating
blood and the counselling for persons affected and a system of syringe and needle
exchange.

The major concern is the high prevalence of Non-Communicable Diseases (NCDs) which
are responsible for about 80% of the burden of disease. The most prominent NCDs such
as diabetes cardiovascular diseases, cancer, pulmonary diseases and hypertension are
linked by common preventable risk factors related to lifestyle, such as tobacco use,
unhealthy diet, obesity and physical inactivity. The prevalence of diabetes among both
sexes was 19.3 in 2004. Hypertension among adults aged 30 and above reached 29.7.
The crude prevalence of high cholesterol among adults aged 20 years and above was 40.1
in 2004. Cancer contributes to 10.1 percent in men and 12.8 percent in women.

2.3.3 Gender and Children’s issues

Mauritius has acceded to the Convention on the Elimination of All Forms of
Discrimination against Wormen (CEDAW) in 1984. A number of actions have been taken
to eliminate discrimination against women. Among them, the Protection from Domestic
Violence Act (1997) and the Sex Discrimination Act (2002). These measures have ensured
that women have played a proactive role in the country’s economic and social
development. An Equal Opportunity Bill to be enacted during FY 2007/08 will address
outstanding practical problems relating to racial and gender discrimination.

Gender issues have been brought to the fore by downsizing in the sugar, textiles and
clothing industries, where layoffs have predominantly affected women, whose
unemployment rate far exceeds men's. This will have to be addressed through specific
programmes targeting unemployed women, such as initiated under the recent
Empowerment Programme.

Similarly, Mauritius is well equipped to ensure child protection, both legislatively and
institutionally. Child Development Units have been created in 5 different regions to
enforce the Child Protection Act (enacted in 1994 and amended in 2005), a special police
unit and 24hr hotlines have been created in 2004 to deal with child abuse in close
collaboration with the Ombudsperson for Children’s Office and the Ministry. On the
prevention side, awareness campaigns and schools sessions are regularly carried out.

2.4 Environmental situation

As a small island developing state, Mauritius is highly vulnerable to climate change,
cyclones, rising sea levels, and other natural disasters. It has a narrow natural resource
base comprising very limited land resources, freshwater, coastal and marine resources,
biodiversity, solar and wind energy. 43% of the land is used for agriculture out of which
39% is under sugar cane cultivation, 30% is forest and shrub land (of which less than 2%
of remaining natural or endemic forest), 26% is built up area (explained by one of the
highest population density in the world ).



The second National Environmental Strategies (NES) presents the strategy and action
plan for the period 2000 — 2010 in line with Agenda 21 of the Rio Conference. It outlines
measures needed to ensure Government involvement for dealing with environmental
problems, including several cross-sectoral initiatives, institutional arrangements for
implementing the plan, financial and budgetary requirements. The Government is in the
process of reviewing the NES in order to take on board emerging issues under the Kyoto
Protocol and other Multilateral Environment Agreements).

The country’s goal of nearly tripling tourist arrivals to two million over the next decade
and constructing 18,000 new hotel rooms calls for careful environmental management
through an appertaining strategy for waste management, integrated coastal zone
management and protection of ocean resources. Similarly the environmental implications
of withdrawing significant amounts of land from sugar cultivation also need to be
addressed. To this end, a Strategic Environment Assessment has been commissioned by
the Government and funded by EC. '

The EC has been a key player in assisting the Government to implement wastewater
treatment infrastructure. The Government’s National Sewerage Plan aiming at connecting
50% of the population by year 2012 has mobilized the support of EC and its other
Development Partners for a projected investment of MUR 13 billion. The EC
participated with €20.8 million under the eighth EDF for the water treatment plant of St
Martin and sewer connections of low-income housing. Its ninth EDF contribution
amounted to €28 million in budget support and €1.8 million in back up technical
assistance.

Overall, the key environmental issues that have to be addressed are in the following
arcas: coastal zone management, setting up of hazardous wastes pre-treatment and
medical wastes incineration facilities, provision for adequate water resources and
capacity building inter alia environment impact assessment and impacts of climate
change as well as increasing the role of the civil society in decision making on
environmental issues. The priority programs, identified by the Ministry of Environment
comprise of three main components with an overall environment management at capacity
building in the environmental sector, a resource management programme for developing
the ICZM strategy and framework and a sector programme aiming at reducing
environmental impacts of industry and development of adequate environmental industrial
management including the setting up of National Cleaner Production Centre.

Chapter 3. Overview of past and on-going cooperation

Given the Government's plan to reform the sugar sector and, more important, the entire
economy, the End of Term Review (ETR) proposed to introduce amendments to the
Community's response strategy to facilitate the transition from the 9™ to the 10™ EDF.
Following ETR conclusions, it was consequently decided that the phasing out of EC
support to the Wastewater sector will be accompanied by a phasing in of support initially
to the Sugar Reform (2006/2007) and, subsequently, to the overall economic reform
programme (from 2007 onward).

The year 2006 has therefore been characterized not only by substantial amendments to
the financing agreements of the 9th EDF focal sector (Environment - Wastewater) with €




10 m top up following Medium Term Review conclusions in 2004 but also by a review of
the overall strategy in the context of ETR exercise and the development of the sugar
sector programme totaling 11 M euro, using 4.5 M euro from the reliquats and 6.5meuro
from the Sugar Accompanying Measures.

Initial indicative Indicative allocation | Indicative allocation after
allocation (€) after MTR (€) ETR (€)

Focal Sector 1:|28.000.000 |85% | 39.800.000 | 74% 39.800.000 538.6%
Environment
New focal sector | 0 0 0 0 4.117.000 6%
after ETR: Sugar
Mucroeconomic 0 0 0 0 9.406.887 13.8%
Support
Non focal sectors . _
- Poverty 5.000.000 15% | 13.500.000 | 25% 13.500.000 20%
alleviation 500.000 1% 1.090.000 1.6%
- Technial
Cooperation
Facility

33.000.000 | 100 53.800.000 | 100% 67.913.887 100%

The implementation of the two focal and non-focal sector programmes under the 9% EDF
have advanced at good speed while changes have been introduced aiming at
strengthening the institutional capacity building component in the wastewater sector
budget support programme and at facilitating NSAs participation and access to the calls
for proposals launched in the context of the Decentralised Cooperation Programme.

Good progress has been made in decommitments of funds under past projects and closure
of old projects (Annex V). The total reliquats from 2006 amounting at € 2,640,597 have
been reallocated, together with previous years’ religuats, under other 9th EDY¥ projects
and more specifically to the second Technical Cooperation Facility and the Sugar Sector
Budget Support. :

A Country Evaluation of the EC strategy over the period 1996-2006 was carried out in
May 2006. This evaluation highlighted that the EC cooperation strategy in Mauritius
evolved in the right direction over the successive EDFs, though there was still room for
improvement. Among others the evaluation team recommended better coordination with
and involvement of Non-State Actors during the programming exercise and other
activities. The evaluation team also highlighted the need to provide for longer instruction
periods to take into account the complexity of programmes like the Decentralised
Cooperation Programme. In addition, the monitoring of several projects, including the
Northermn Plains Irrigation project (ended 2004) and the WSPSP (on going) was carried
out in September 2006.




3.1 Focal sectors (and macroeconomic support)

3.1.1 Results

In December 2003, in accordance with the provisions of the 9th EDF Country Support
Strategy to implement a Sector Policy Support Programme (SPSP) in the waste water
sector, a financing decision for € 29.8 million has been taken, by the European
Commission. The SPSP would be funding components of the 1994 National Sewerage
Master Plan (NSMP).

A mid-term evaluation of the WSPSP was carried out in September 2005. The final report
has been submitted in January 2006. The findings of the evaluation show that the
programme is generally on track. However, the main issues that need to be tackled as
matters of priority are:

- Institutional capacity of the sector and the organizational capacity of WMA;

- Revision of the Sector Policy letter 2005-2010;

- Increasing the number of house connections to improve f{inancial sustainability.

The project was evaluated as part of the country strategy evaluation carried out during the
first semester of 2006, with the following main conclusions:

» The project permitted to mobilize Government on key points regarding the
development of the sector, in particular MTEF, procurement regulations, sector
policy, tariffs and WMA autonomy

e  WMA capacity building has not been at the expected level despite Government
commitments

e Financial sustainability remains central issue (need of realistic and acceptable
tariffs, of reviewing the investment program and reducing O&M costs)

s FEnvironment impact monitoring, initiated only at end of 2005, need to be
reinforced and adapted to the long term needs of the sector

The project was also monitored in September 2006, with the following recommendations:
¢ key strategic issues and capacity building of WMA remain critical
» Revamping of WMA to improve operational supervision of contracts is urgent to
sustain the goal of 50% connectivity by 2012

Following the Mid-term evaluation of the CSP in 2005, a 10ME€ top-up has been allocated
to the wastewater sector. The disbursement of the top-up fund required an amendment to
the Financing Agreement (see annex 4). The amendment was signed in November 2006
and comprises of 2 additional tranches for FY2006/07 and FY 2007/08. The following
aspects are relevant with respect to disbursement of fourth tranche during actual FY
2006/2007:

- Overall satisfactory assessment for MTEF and Public Finance Management, submission
of the draft Public Procurement Bill to the National Assembly;

- Launching revision of the Sector Policy Letter 2007-2011 based upon tariff study
review undertaken in 2006;

- Launching of institutional review study.
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The amendment also points out that the GoM/NAO through sector monitoring and
Evaluation Committee should monitor progress on the seven key assessment areas. The
amendment makes provision for a sixth performance indicator which is linked to (i)
annuoal number of major contracts awarded (ii) annual number of monitoring inspections.
The indicator on financial sustainability has also been defined comprehensively.

The third tranche request (10.5M€) was approved and disbursed to the amount of 10.1M€
in June 2006 following assessment of the conditionality and performance indicators.
Overall the WSPSP programme is on track, with cumulated disbursements at 90% (13.8
m.euros or 100% of fixed tranches; and € 11.4 million or 80% of variable tranches-see
annex V). The fourth tranche is expected to be disbursed in June 2007, following the
Donors meeting that took place in January 2007. The assessment of the conditionality and
performance indicators of this tranche will be carried out further to this meeting.

While the implementation of the National Sewerage Programme has accumulated delays
over the past years, the results of the programme are beginning to materialize. By
July 2006, the programme reached the benchmark of 25% of households connected to the
sewerage system, with more than 5,000 new connections made during the year to reach a
total of 59,014 households. All major treatment plants are now operational and the
construction of the trunk sewer for the Plaines Wilhems areas should be completed on
time in early 2008, which will allow for an acceleration of works and additional house
connections in this important residential area of the island.

The contribution to the protection of groundwater and water quality in the lagoons have
proven difficult to measure through the environmental monitoring system established,
however it has been demonstrated that the quality of the lagoon and reefs in the
Montagne Jacquot outfall area has significantly improved. The Government of Mauritius
is aware of the weakness of the environmental monitoring system and the Ministry of
Environment has been requested fo report more regularly and systematically on the
impact of the programme on water quality. In this context, the indicator for the pollation
control programme was achieved with 50 Industrial Agreements 51gned with the
industries discharging wastewater into public sewer networks.

3.1.2 Progress in activities

As a follow up to the December 2005 donors meeting, a technical donors meeting was
held in July 2006, however the Joint Donors Technical and Ministerial meeting schedule
for November 2006 was postponed in January 2007. The Joint Donors meeting was an
opportunity to discuss key aspects of the sector development and WSPSP progress:

- The technical assistance has presented the outcomes and final drafts of two important
studies carried out in 2006, namely the Institutional Review and Tariff study. The two
studies started in August 2006 and the Consultant provided first drafts of the studies
in Sept.-Oct.2006. Meetings with high level officials were held on both issues during
the course of the studies, with positive feedback on the institutional review
recommendations while tariff assumptions and scenarios still needed to be reviewed
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in light of updated data and comments from WMA and the MPU. The studies are
expected to be finalized in the first trimester of 2007.

- The Public Procurement Bill has been presented to the National Assembly in
December 2006. It has been approved with amendments and shall now follow the
usual procedure up to enactment. This positive move is expected to be concretized by
a Public Procurement Act to be enforced by the end of 2007 (a condition of the last
tranche disbursement under the WSPSP).

- The Government announced in 2006 its intention to extend MTEF to all ministries
and state corporate bodies, including the WMA so that to tighten overall budgetary
accountability and move towards result oriented budgeting. The MTEF unit has been
made operational but still requires support. This has delayed updating of the specific
Waste Water draft MTEF, and it is expected that the outcomes of technical assistance
tasks 5 and 6 early in 2007 (MTEF and WSPSP monitoring & evaluation) will be
used to define a set of coherent indicators and a monitoring tool that could be of
direct use for a new sector MTEF.

- WMA capacity building is still a major issue impacting on the implementation of the
NSP and the long term technical and financial sustainability of the sector, as pointed
out by the monitoring and evaluation missions carried out in 2006 and despite efforts
made in recruitments (6 management staff and 35 other staff recruited fo {ill vacant
posts). A revamping is therefore expected in 2007, making use of the outcomes of the
technical assistance tasks within WMA and assuming that government will proceed
with implementation of the institutional recommendations in view of a more effective
autonomy of the WMA.

Degree of Integration of Cross-cutting issues

Environment

- A first outline of an environmental monitoring plan was presented in Nov.2005,
defining the roles of each individual Ministries and addressing environment
monitoring outside the sewered project area. The Ministry of Environment has
carried out a second monitoring in 2006 that was presented at the Joint Donors
meeting.

- The EC has proposed that the environmental monitoring system be further
strengthened the wastewater sector to be able to measure more adequately the
environmental benefits from the investments in the sector.

Governance and Capacity Building

e The institutional review carried out during the year assessed the institutional set up
within the sector; recommendations are now awaiting implementation by the
Government of Mauritius.

3.1.3 Sugar Sector Budget Support

The year 2006 was strategic for the sugar sector, as it saw the first programming exercise
under the Sugar Accompanying Measures for Mawritius. In line with the programming
guidelines, the Government produced the Multi Annual Adaptation Strategy (MAAS) for
the sugar sector reform in April 2006. The Adaptation Strategy aims at establishing a
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competitive sugar sector through concentration of the industry, rightsizing of the labour
force and optimising the use of by-products.

The EC Delegation presented its response strategy to the MAAS in July 2006 to Brussels
which was adopted on 17 November 2006. The strategy aims at contributing to the
sustainable economic development of Mauritius, while accompanying over the
transitional period, the restructuring of the sugar industry in order to diversify its revenuc
base and reduce production costs. The first allocation under the Sugar Accompanying
Measures Budget Line for the 18 Sugar Protocol countries was of the order of € 40
million, of which Mauritius was allocated € 6.543 million, i.e. roughly 18%. This
allocation was supplemented by a reliquat of € 4.557 million under the 9th EDF NIP to
form the first Sugar Sector Budget Support to tune of €11.000.000. The sugar sector
budget support programme will support the overall reform of the sector with a particular
attention given to the social dimension and the small planters’ community. The four
jointly identified performance indicators under this sector budget support are: (i)
derocking of 300 ha of small and medium-sized planters land around the island. This will
include the prior regrouping of planters; (ii) the provision of the social package to 1.500
field workers who will benefit from the Voluntary Retirement Scheme II; (iii) 2 months
prior to their retirement, these workers will receive training from inter alia the Industrial,
Vocational Training Board (IVTB); (iv) Concentration of activities of three factories in
the context of establishing cost-effective and competitive sugar cane clusters.

In view of the importance of the energy component in the MAAS, and the potential for
competing projects, the EC requested the Government to work out a coherent energy
strategy in line with the sugar sector reform. This has been made a precondition for the
disbursement of the 1st tranche of the sector budget support programme.

Degree of Integration of Cross-cutting issues
Environment

A Strategic Environmental Assessments (SEA) exercise financed under the EC
Environment and Tropical Forest Budget line, was undertaken in 2007 to confirm and
complete the findings and recommendations of the MAAS pertaining to environmental
issues. This will enable decision-makers to take necessary corrective measures on the
basis of comprehensive information. :

The Mauritius Multi Annual Adaptation Strategy provides an opporiunity for the country
to optimise the use of bio-mass (bagasse and molasses) in order to substitute the use of
fossil fuels, to produce renewable energy and to facilitate earnings in carbon credits.

Gender and Social issues

Gender issues have been brought to the forefront of the economic reform programme of
Mauritius because rightsizing of the labour force in the reformed sectors has primarily
affected the female workforce, that have a higher unemployment rate than men. Specific
programmes for unemployed and/or unskilled women have been initiated under the recent
Empowerment Programme by the Government. The MAAS provides for the laying off
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of some 8000 workers in the sugar industry, many of which are women. The
Government and the EC have agreed to monitor carefully the specifc retraining
programmes for the laid off workers.

Social issues will remain important in the overall economic reform programme, and in
particular with regard to the vulnerability of small planters within the sugar sector. In
this regard, lessons may be learnt from a regional study under the Accompanying
Measures undertaken in 2006 on best practices, drivers and conditions for successful
setting up outgrowers' schemes within the sugar sector.

3.2 Projects and programmes outside the focal sectors

3.2.1 Decentralised Cooperation programme

Considerable resources (€ 5m or 15% of the envelope A together with € 8.5m released
funds from closed projects) were allocated under the 9th EDF to a demand-driven
Decentralised Cooperation Programme (DCP). This intervention targets the most
deprived areas and the poorest segments of the population, including Rodrigues, and
complements actions already targeted under previous EDFs.

The DCP was signed in August 2005. The programme purpose is to improve the strategic
planning, advocacy, tooling and implementation capacity of non-state actors (NSAs)
involved in the areas of poverty alleviation, natural resources management, good
governance and fight against unemployment. Around 40 % of the total budget is allocated
to demand driven small and medium grants to support NSAs’ initiatives in the above
mentioned fields, while the remaining funds are earmarked to undertake several studies in
the four main components of the programme with the aim of providing up to date and
comprehensive information to all stakeholders involved in poverty alleviation and
development issues in general. Provisions have also been made for workshops on the
studies’ results and specific training programmes in key relevant sectors where major
capacity gaps have been identified.

Since the commencement of implementation in September 2005, the Contracting
Authority has established the Programme Coordination Unit (PCU). This has included the
recruitment of local staff, supported by a technical assistance recruited through an
international tender who provides advice on the management of the programme, and the
procurement of essential equipment. By 2006, the PCU was fully staffed and operational.
During 2006, in turn, the PCU has undertaken a number of activities in an attempt to
make project services functional and accessible to the beneficiaries. These have included
the establishment of a permanent services counter in Port Louis with a sub office in
Rodrigues, the design and implementation of sensitisation campaigns, information
sessions on the Call for Proposal system, a programme logo and website, and an
accounting and management system that has been considered positively by a system audit
report concluded in April 2007.

On the other hand, in September 2006 the project was monitored by a ROM experts
mission who noted major delays in setting up the programme’s management structures
and activities and recommended to set targets at activity level to better monitor the
programme’s progress as well as to introduce some modifications to facilitate Non State
Actors’ access to resources. This has progressively been done during 2007. With
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reference to the indicators included in the Financing Agreement’s log-frame (see Annex
IV.b.), none of the results stated under each of the four components of the programme
was fully achieved by the end of 2006 as the programme was still setting up the
appropriate structures and launching preparatory activities. However, the activities
undertaken per component during the first year of implementation can be found here
below:

1 - Delivery of social services and direct assistance to vulnerable groups: The first call for
proposals for poverty alleviation projects was launched in July 2006 with deadline for
submission of proposals in September 2006. All €1.4m of the total resources have been
allocated to NSAs for 34 small projects (with a grant component of > €10.000) and 17
medium to larger projects (with grant requests between €10.000 and €100.000).

However, major delays occurred in the evaluation process due o bottlenecks in the Call
for Proposals system. These were resolved in discussions held between the Government,
the PCU and the Delegation and several measures were agreed upon in order to improve
the accessibility of funds and the efficiency of the overall process. These include the
downsizing of the Evaluation Committee composition, simplification of the application
process and form for small grants, the provision of professional facilitators and assessors
and the future possibility of in kind contributions from beneficiaries.

2 - Promotion of good governance: With regard to the DCP’s Governance component, in
depth discussions have taken place with all major stakcholders in this area of concem.
These will complement and reinforce ongoing and imminent interventions of the various
NSAs already active. It is foreseen that the first intervention will be DCP’s suppott to an
information campaign concerned with raising public awareness of key governance issues.
The first Call for proposal is planned in 2008.

3 - Fight against unemployment and support to job creation: Three major studies have
already been conducted on the SME sector, (in the areas of hubs and clusters; innovation;
and training needs and human resource development). These studies have served the PCU
to determine future interventions under the SME support components.

4 - Improving natural resources management in Rodrigues: A participatory stakeholders’
workshop also took place in Rodrigues in November 2006 to identify problems and
solutions relating to natural resource management issues on the island. The output of the
workshop will inform future activities in this sector on the island, including the
parameters of two Calls for Proposals for micro-projects in the area of natural resources.
Two additional assignments have been launched and will be completed in 2007, namely a
study to develop a methodology for monitoring poverty more effectively, and a review of
Rodrigues’ research and extension services for agricultural development, in order to
make them more relevant to the needs of users.

The PCU liaises closely with all major stakeholders dealing with poverty reduction,
training and empowerment. In particular, the DCP coordinates closely with the UNDP,
MACOSS, the Trust Fund for the Integration of Vulnerable Groups, the Empowerment
Programime and the HRDC.

3.2.2 Technical Cooperation Facility
During 2006, the Technical Cooperation Facility for an amount of € 500,000 has been
used to launch a study on the Public Expenditure Framework Assessment (PEFA) in 2006
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and 2007. With the deployment of General Budget Support vehicle by the main external
partners for the country during the period 2007 — 2013, the Government agreed that the
performance of the country in the field of the public finance management will be assessed
based on internationally agreed metrics using the PEFA methodology. The draft findings
are positive with regard to overall financial control and reporting, budget credibility and
the transparency of the system and availability of information. The main weaknesses
identified in the draft report have been (i) the extent of unreported government operations
in the budget; (ii) the lack of multi-year programming based budgeting and costed
strategies, as well as (iii) the delay in the legislative scrutiny of extfernal audit reports.
The Government has already indicated that it will remedy any weaknesses identified in
the PEFA exercise during the upcoming budget preparation. Together with a World Bank
PER and IMF technical assistance, the PEFA exercise will contribute to define any
further PFM reforms needed.

Further studies are foreseen in 2007 for the preparation of the 10th EDF, including one on
the energy sector, as well as technical assistance for capacity building of the government
for the implementation of the economic reform programme.

3.3 Utilisation of resources for non-state actors

Tn accordance with the provisions of the Cotonou Agreement, Mauritius and the EU
accept the key role of political dialogue as a means of addressing all issues of mutual
concern and of ensuring consistency and increased impact of development cooperation.
In this respect, the integration of the private sector and of civil society has been duly
encouraged and consultations have been held during the elaboration of the CSP, the 9th
EDF framework and the EU response strategy for Mauritius.

Participation and empowerment of NSAs are also the essence of the Decentralised
Cooperation Programme (see 3.2.2), the main 9th EDF non focal sector programme,
which in monetary term is representing the 20% of the total A envelope to Mauritius
following ETR conclusion. A similar programme is foreseen in the context of 10th EDF
although an improved collaboration with similar social programmes funded by the
Government could facilitate the transfer of know how.

However, modalities for NSAs involvement and participation in the DCP could be further
improved. Several measures have already been agreed upon in order to facilitate their
access to DCP funds. The consultations with beneficiaries and other stakeholders will be
carried on and will assist, together with ad hoc surveys and regular monitoring of the
programme, in the definition of best practices for direct support to NSAs in the Mauritian
context.

3.4 Utilisation of B envelope

As per the CSP 2002-2007, a total envelope of € 1.6 m is earmarked for the B Envelope.
The envelope was subsequently revised downwards to € 1.1 m, in favour of the Africa
Peace Facility.

An amount of €0.499m from the envelope B has been committed after cyclone “Kalunde”
hit the island of Rodrigues in March 2003, causing severe devastation and aggravating
the prevalent poverty situation there. The overall objective of the programme was to
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contribute to poverty alleviation by restoring the population’s access to drinking water,
and by improving the prevention capacity and capability against natural calamities. The
project has been completed by March 2006. Overall results of the project were
satisfactory as the tanks were constructed and equipment delivered as planned. However,
as pointed out in an audit, operational maintenance of the equipment has been very poor
to date and some over-expenditure were found. Consequently, some funds will be
recovered from Programme estimate before the project closure in 2007.

Following ETR conclusions the remaining funds (€ 161.000) will be transferred from the
country programme to the long term development reserve at all ACP level.

3.5 Other instruments

3.5.1. European Investment Bank (EIB) -

The EIB’s loan portfolio for Mauritius amounts to EUR 208m of signed loans of which
EUR 99m had been disbursed in favour of large public sector infrastructure projects such
as the extension of the SSR Airport (€18m), the Plaines Wilhems Sewerage project by
WMA (€ 35m), the reduction of CWA’s Non Revenue Water (€ 20m) and the provision
of two additional ship to shore gantry cranes for the extension of the Mauritius Container
Terminal by the Cargo Handling Corporation (€ 14m). However, in line with its mandate,
the Bank has also concluded projects (loans) with private sector promoters of which the
“Central Thermique de Belle Vue” coal / bagasse power station (Mauritius’ first large IPP
project worth EUR 10m) and the Bel Ombre Hotel project (EUR 12.2m).(To be updated
following EIB feedback, along with annex VIII)

3.5.2. Fisheries

Fisheries Agreement

The fifth Fisheries Protocol (2 December 2003 — 3 December 2007) between the
Republic of Mauritius and the EC provides for an annual total compensation of € 487,500
{(excluding the contribution of vessel owners). The maximum number of licenses to be
delivered to EU fishing vessels is of 41 seiners and 49 longliners and the reference
tonnage is of 6,500 tonnes a year.

Negotiations for a new Fisheries Partnership Agreement and a new Protocol starting in
June 2007 will entail a shift in priorities from previous bilateral fisheries agreements with
developing countries. The overarching aim is to ensure a sustainable and responsible
sectoral fisheries policy in Mauritius waters, as well as to ensure that the activities of the
European fleet are compatible with the development objectives of the third countries and
that they are progressively embedded into the local economy.

In this context, an ex-post evaluation study of the current protocol and an impact analysis
on sustainability has been carried out in 2006 and shared with the Mauritius fisheries
authorities. In addition, Mauritius benefited from a technical assistance financed by the
EC to strengthen their long term Sector Policy for Fisheries.

Revenue generated from EU calling vessels in the port sector stood at approximately € 6
million in 2006. The activity generates 100 direct employments for transshipment and an
additional 500 indirect employment in respect of services in the port area. In addition to
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the above employment creation, the procurement of fish for canning and loining provided
for 3,600 further jobs.

Export of fishery products to the EU

The Food and Veterinary Office (FVO) of DG SANCO carried out a mission in Mauritius
from 23 to 27 January 2006. The objective of the mission was to assess the public health
controls and the conditions of production of fishery products in Mauritius. During 2006,
several actions were undertaken by the Mauritius Competent Authority (CA) in order to
address FVO recommendations. Among them, a three weeks consultant mission, funded
by the Strengthening Fishery Products Health Conditions in ACP/OCT Countries-project,
to improve their control capacities through theoretical and practical training of inspectors.

Mauritius Seafood Hub

An International Conference to Develop the Mauritius Seafood Hub was held in
Mauritius from 2 to3 March 2006. The conference was organised by the Ministry of
Agro-Industry and Fisheries, the Board of Investment and the Joint Economic Council of
Mauritius, in collaboration with the Centre for the Development of Enterprise and
Medisamak. The Seafood Hub has been defined as an efficient and attractive environment
for the supply of value added processes and services related to the sourcing and
marketing of seafood products.

The Conference intended to serve as a catalyst in the consolidation of the industry and in
attracting new global players to use Mauritius as seafood hub. It aimed at bringing
together representatives of the Mauritius Private sector and International & Regional
operators in the fishing, processing and shipping ancillary services sector to exchange
views and ideas on the development of the Seafood Hub. It also offered an opportunity
for them to visit the facilities and facilitated business contacts among local and foreign
operators.

3.5.3. Sugar Protocol

Since 1975, Mauritius has been granted preferential access to the European market under
the Sugar Protocol of the Lomé Conventions. The quota amounts to 491,000 tons (white
sugar equivalent) per year together with an additional amount of 65,000t tons per year
which has been allowed under the Special Preferential Sugar Agreement. With a 38%
share of ACP preferential sugar quotas, the reform of the European sugar market and its
resulting price decrease by 36% is therefore having a direct impact on the Mauritian
economy and its competitiveness in this field. It is estimated that the reduction of EU
sugar prices —sugar still represents 30% of the country's exports- will represent a shortfall
in export eamnings of € 782 million over the period 2006-2015. The effective loss to the
economy would be much higher if all social and environmental costs were also taken into
considerations. In this respect, the EC has commissioned a Strategic Environmental
Assessment (SEA) in order to identify the environmental impacts of implementing the
Government’s Multi Annual Adaptation Strategy. The SEA final report, to be concluded
in June 2007, will provide decision makers with a set of recommendations in order to
mitigate any unforeseen negative environmental impacts of the sugar reform.
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3.5.4. Regional cooperation

Mauritius benefits from such progammes/projects implemented by regional organizations
(mainly COMESA, SADC, I0C) of which it is a member. As end 2006, the EC remained
the main partner of the IOC in terms of development aid with a current portfolio
estimated at 50 millions euros out of a total portfolio of around 85 million. These include
I0C led EC funded programmes, namely Tuna Tagging, SCS, PRPV, ARPEGE and
Institutional Support to the RAO, sustainable management of coastal and marine
resources . The Financing Proposal for a new programme to be led by the African Union
and where the 10C is expected to play a key sub-regional role - African Monitoring of
Environment for Africa - was signed in November 2006..

The Sustainable Management of Marine and Coastal Resources project (RECOMAP) will
focus on integrated coastal zone management which remains an important issue for
Mauritius.

The Monitoring, Control and Surveillance project (SCS) will be complemented by a
Regional Plan for Fisheries Surveillance in the Southwest Indian Ocean, implemented
through a framework partnership convention between the EC and the 1I0C. This Regional
Plan will be implemented in 2007, for a period of 3 years and a 7M€ financial envelope. ,
of which certain actions will be directly financed on the EC's own resources (DG/FISH).

The country is also benefiting from other regional initiatives, such as those financed
mostly under the 9th EDF through COMESA and all supportive of the consolidation of
the Free Trade Area and the forthcoming establishment of a Customs Union. The
programmes/projects thus aim to enhance the regtonal integration process in order to
promote development and growth in the region. The objectives pursued can be
summarized in the following three main clusters, :

- Trade and investment promotion through the improvement and harmonization of
customs processes, statistic systems and trade and financial services in general.

- Exchange of information on trade opportunities, regional industry linkages and
improved transport and telecommunications within the region as well as between the
‘region and the global market.

- Capacity building at all levels (Institutions, private sector and NSAs).

Thus, more efforts will be undertaken to increase coordination between regional and
national processes in order to improve the national-regional coherence and harmonise the
regional integration processes. In this respect, Mauritins hosted an NAO/RAO/Ministers
of Trade Meeting in July 2006.

As regards the EPA process, Mauritius as well as the region are making good use of
resources made available under the EU funded IRCC and RISP programmes to sustain
the NTPDFs, RNF, RPTF organs in the negotiation process. Measures will need to be
taken in order to blend these organs into EPA.

4. Assessment of performance indicators
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The performance indicators for the focal sector were revised as result of the
recommendations of the Mid-term Review, and embedded in the rider to the WSPSP
programme extending the project by 2 years up to December 2009. In addition, a
specific indicator to measure the capacity of the Wastewater Authority has been defined
and included as a performance indicator (see Annex IV).

The overall progress against the performance indicators set for the sector has been
satisfactory, as reflected in the good disbursement performance in FY2005/06 (3xd
tranche, 96%) and expected in FY2006/07 (provisionally assessed 90%). The overall
financial performance of the programme is close to 90%, however this performance must
be mitigated by the significant delays in the implementation of the National Sewerage
Programme and the insufficient capacity of the WMA to operate efficiently and assume
its delegated roles, which resulted in the need to review and redefine through rider 2 the
targets set for the sector. Over and above the financial performance of the WSPSP, it is
deemed essential that the main actors (ministries, WMA, ..) and tools (procurement act,
new Policy, MTEF, protocols and review of acts for WMA autonomy, WMA
restructuring plan, environmental monitoring, ....) are in place within a clear framework
to ensure the continuous development of the sector once the WSPSP programme comes
to an end in 2008.

5. Donor coordination and harmonisation

The European Commission, through the Delegation’s office maintains close and constant
contact with the two EU Member States (France, UK) present in Mauritius, the UNDP
(which also has an office in Mauritius} as well as with the World Bank, the African
Development Bank and the International Monetary Fund.

Discussions in the context of the EC CSP 2008-2013 and the World Bank's Country
Partnership Strategy (CPS) for the same period have prompted a sironger partnership
between Mauritius and its main donors with a view to increasing aid effectiveness
through further harmonization and alignment. In the context of the programming
exercise of the 10th CSP, the “Objectives and Results Matrix” has been developed with
the Government and the World Bank and adopted as a common intervention framework
for the respective strategies of the World Bank and the EC for 2007-2013. The CSP also
includes a common EC-World Bank diagnosis of the political, economic and social
situation, a common assessment of the Government’s program, thus providing a platform
for joint work on both the EC CSP and the World Bank's CPS program implementation
and monitoring of results.

In November 2006 the World Bank produced the Development Policy Loan I, which
details the programming of its first General Budget Support Programme for an amount of
USD 30 MIO. The Government produced a reform matrix in the context of the DPL I,
after consultations with all external partners, including EC. Other donors like the Agence
Francaise de Développement (AFD) and the African Development Bank (ADB), who
will also give general budget support as from 2007, have also have coordinated their
activities with the EC and the World Bank. All these donors are using the government
reform matrix as performance assessment framework, from which each donor will choose
the indicators for monitoring the respective budget support programmes. The
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complementarity of donor actions has been ensured through joint multi-annual
programming actions, encompassed in joint annual business plans.

In the context of the 9th EDF sector budget support (environment/wastewater) from
which Mauritius benefits, one of the requirements has been effective coordination among
donors in the sector. Donors include the European Commission, the European Investment
Bank, the World Bank, the Indian Government, the Chinese Government, Agence
Francaise de Développement, the Kuwait Fund, the African Development Bank and the
Arab Bank for Economic Development. Through an Mol signed in March 2004, donors
undertook to ensure that there is continuous monitoring of progress in the sanitation
sector.

6. Dialogue in country with NAO and NSAs

With the level of dialogue already very satisfactory during past cooperation, the
Government is committed to strengthen it with the EC in respect of Article 8 of Cotonou
and in the light of commitments taken with regard to enhancing good governance. In
accordance with the provisions of the Cotonou Agreement, Mauritius and the EC accept
the key role of political dialogue as a means of addressing all issues of mutual concern
and of ensuring consistency and increased impact of development cooperation.

The Government of Mauritius and the EC Delegation have jointly conducted wide
consultations with non-state actors including members of civil society and local
anthorities, on the main thrust of the CSP as well as on the programming of the sugar
accompanying measures. EU member states have also been associated throughout the
consultation process. The purpose of these consultations was to receive direct feedback
on the country assessment and proposed response strategy for the 10th EDF. Targeted
consultations were conducted with civil society, EU Members States and wvarious
government agencies on governance related issues, through a survey questionnaire and
bilateral meetings. In the context of the dialogue, Government has listed a series of
commitments to further improve on governance (Annex II). The dialogue on govermance
has been notably open and constructive.

The process reconfirmed the usefulness of consultations as participants highlighted the
importance of involving NSA, recommending to have structured and continuous
consultations in future and improve on communication on the Government's reform
programme. Some NSA have suggested this could best be achieved through a permanent
dialogue forum, a suggestions the EC Delegation and the NAO will consider.

7. Conclusions

Mauritius is a Small Island Developing State and as such is very vulnerable to external
economic and environmental shocks. In response to the recent global challenges, the
Government has formulated a ten-year economic reform programme in 2006 to return the
economy onto a growth path of over 6% in the longer term. The reform programme has
received support by the country’s key development partners, who have pledged additional
resources, including under the Aid for Trade Initiative. The Mauritius Multi-Annual
Adaptation Strategy 2006-2015 for the sugar sector forms an integral part of this reform
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programme which the EC supports through the EC Accompanying Measures for Sugar
Protocol Countries.

Regarding development cooperation with the EU, following the Sth EDF End of Term-
Review (ETR) carried out in 2006, it was decided that the phasing out of EC support to
the Wastewater sector would be accompanied by a phasing in of support initially to the
sugar sector restructuring (through sector budget support in 2006/2007) and from 2007
onwards to the overall economic reform programme through general budget support. The
programming of EC cooperation under the 9" EDF in 2006 has therefore focused on
amending the financing agreement of the Sth EDF focal sector (Environment -
Wastewater), following MTR decision of adding an additional tranche of € 10 m to the
sector programme and in view of the phasing out decided in the context of ETR. 2006
main activities also included the drafting of the EC response strategy under the Sugar
Accompanying Measures. The sugar sector programme totaling 11 m euro, of which
6.5m euro from the Sugar Accompanying Measures and 4.5 m euro from the 9% EDF
reliquats, was subsequently submitted as per programming schedule.

As regards to the 9™ EDF focal sector, the implementation of the activities under the
Wastewater sector policy support programme (39.8 meurc) continued at overall
satisfactory rate. The capital investments under the National Sewerage Plan are however
still progressing at moderate rate due to delays in awarding contracts and insufficient
project management capacity at the WMA, despite efforts made in recruitment and
targeted technical assistance during 2006. This translates in moderate progress in the
connection of urban areas households to the public sewers networks with overall
connections reaching 25% of total households by July 2006. Following
recommendations of the mid-term evaluation report of September 2005, an Institutional
Review and a Tariff Study were carried out in 2006 and recommendations will inform the
revision of the Sector Policy Letter in 2007. The Public Procurement Bill was adopted in
December 2006 and should be promulgated during 2007, while as regards Public
Financial Management, the Government has decided on the extension of the Medum
Term Expenditure Framework to all Ministries, which will include strengthening of
programme based budgeting also for the wastewater sector.

The Decentralised Cooperation Programme (9" EDF non-focal sector -13.5 meuro),
launched in 2005, has completed its first year of implementation and has now reached
cruising speed. The Programme Coordination Unit is fully staffed since March 2006 and
has recently been further strengthened. Several studies have been carried out as planned
under the various components and specific efforts have been focused on enhancing NSAs
participation both during the programming and implementation phases. The first Call for
Proposal for poverty alleviation was launched in July 2006 for a total 1.4 meuro. Despite
delays in the evaluation process, a total of 34 small grants and 17 medium to large grants
should be awarded soon. Following a survey in December 2006, several measures were
agreed upon in order to improve the accessibility of funds and the efficiency of the
overall process.
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The Technical Cooperation Facility (500,000 euros) has been at the disposal of the
Government and the Delegation to support consultation workshops, participation at
seminars as well studies in the context of EU cooperation. A major evaluation of the
Public Expenditure and Financial Accountability (PEFA) Framework was launched at the
end of 2006 and conducted in early 2007 with positive results. This exercise will help the
Government to further fine-tune reforms in public financial management.

Mauritius has availed of regional programmes, directly or indirectly managed by the IOC,
notwithstanding those programmes which are led by COMESA and SADC. Many
programmes of the latter organizations are funded by the EC to improve the regional
integration process for the collective benefit of all their member countries, including
Mauritius. The year 2006 saw the launching of an additional programme of 18 Million
Euro in this area involving all IOC member states plus Kénya and Tanzania: the
“Sustainable Management of Marine and Coastal Resources®. Further, the Regional ICT
support programme is being implemented at regional level, under which - among other
activities - a Call for proposals for local ICT pilot projects was launched in 2006.

As regard to the fisheries agreement, which is expiring in December 2007, an ex-ante, €x-
post evaluation and an impact analysis have been launched to prepare negotiations for the
renewal of both the fisheries agreement and protocol. Mauritius has also undertaken a
review of the fisheries policies to strengthen their long term Sector Policy.

Mauritius is actively engaged in the EPA negotiations, in which fisheries and
development are among the 6 clusters being negotiated. Mauritius hosted the Ministerial
meeting in February 2006 and has contributed to the advancement of the negotiation
positions of the ESA side. In this context, Mauritius is concerned about the impact of
delays in concluding an agreement and the costs of a WTO waiver after 2008. On the
development side, Mauritius has been proactive in advancing the discussions on Aid for
Trade and on regional human resources development at regional level and including with
the EC.
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ANNEXT a : MAURITIUS AT A GLANCE

Location : 20° South of the Equator

57° East of Greenwich
Area : 2,040 km * (including island of Rodrigues - 104 km %)
Outlying Islands : Rodrigues, Agalega, Tromelin and Cargados Carajos
Population (June 2005) : 1,256,000

Gross Domestic Product
(GDP at market prices) 12005 - Rs 185 million
1 2006 - Rs 206 million

GDP Growth Rate :2005-4+22%
- 2006 - +5.0%

Currency: Mauritian Rupee (As at end of March 2007)

US$1=Rs32.93
EUR 1=Rs43.94

Financial Year: July 1 — June 30

External Trade (2006)
Exports (f.o.b.) MUR 74 million
Imports (c.i.f.) MUR 115 million

Net International Reserves  : MUR 78,601 mn (37.6 weeks of imports as at Feb 07)

Government

Independent 12" March, 1968

Member of Commonwealth

Member of African Union

Member of the Indian Ocean Commission-Tndian Ocean Rim
Member of the Southern African Development Community
Member of Eastern Southern African Countries




ANNEX I b: Millennium Development Goals

Indicator

1990

2000

2001

2002

2003

2004

2005

[Target
2015

Impact

1.

Proportion offNA

population below $1
per day’

NA

<1%

NA

INA

INA

halved

Prevalence ofi
underweight children
(under- five years of

age)

halved

Under-five mortality23.1

rate (per 1000}

18.2

16.8

17.3

16.0

16.5

17.1

Reduced
by 2/3

Outcome

Net enrolment ratio inf99

primary education’-%

97

97

96

97

08

o7

100%

Net enrolment in45

secondary education’-
%

59

61

62

64

64

62

NA

Primary CompletionNA

Rate-%

68

68

69

68

69

72

NA

Ratio of girls to boys
n:

Proportion of births91.1

attended by skilled
health personnel

Coverage Rate foi]76.1

immunization against
6
measles(%)

89.9

85.1

87.4

NA

No of HIV cases
among 15-24  year
old pregnant women

19

10.

Proportion of95.7

population with
sustainable access to
an improved water
source

98.9

>99%

>99%

>99%>99%

>99%

100%

Source : Central Statistical Office
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COUNTRY: MAURITIUS EDF 7

SITUATION : 31/12/2008

NET 7th EDF

Indicative Programme

Transfer 5th NIP fo
7th EDF NiP

Transfers to 9th EDF

upon closure of 7th
o EDF projects {inc
5 partlal decommitments)

(2,617,662)

32276973
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MAURITIUS EDF 8

311272006

Transfers to 8th EDF upon
closure of 8th EDF projects
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EDF FORECASTS. 2007 - 2008: PAYMENTS on ONGOING PROJECTS,

—— CE} Ontns Help cicken &5 | - SmUATION €90 2086 | FOREGASTS an PATMENTS 15t SEM 2007 | FoRECASTS on PAYMENTS 2nd SEM 2007
Aide en ligne, cliquez R AR

MNgz’, JL )

[ ESTIMATION of RISK FACTOR | ESTIMATICH of RISK FACTOR.
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