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COMMISSION COMMUNICATION TO THE COURT OF AUDITORS.

PARLIAMENT AND THE COUNCIL

Balance Sheets and Accounts of the 3rd, 4th, 5th and 6th
European Development Funds for the 1987 financial year.

In accordance with the provisions of the Financial
Regulations applicable to the European Development Funds,
the Commission is required to draw up accounts each year
showing all revenue and expenditure between 1st January and
31st December and balance sheets as at 31st December
together with statements showing the movements of the
accounts during the year for all active Funds.

After approving these documents, the Commission has to
forward them to the Court of Auditors, Parliament and the
Council.

The accounts relating to the financial year ended 3lst
December 1987 are annexed to this communicatign. They were
approved by the Commission on ............ AL ¥ ~.1988.
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(ECcUu '000)
Sources
- Repayment of claims by 5th EDF 11.694
Total Sources of Funds T 11.694
| Uses
- Transfer of part of residue of
3rd EDF to 5th EDF 9.485
- Grants 2.161
- Administrative and financing costs 48

Total Uses of Funds 11.694
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(EcU ’000)

Sources

Decrease in advances to 5th EDF

Total Sources of Funds

Uses

Financing: Grants
Loans

Administrative and
financing costs

Change in unsettled items

Total Uses of Funds

70.203
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(ECU’ 000)
Sources
- Contributions from Member States 751.918
- Replenishment of Stabex resources 4.327
- Transfer of part of residue of 3rd EDF 9.485
- Sundry receipts 1.477
- Decrease in bank balances 84.515
- Decrease in unsettled items 14
Total - Sources of Funds 851.736
Uses
- Financing:
Grants 272.816
Loans 105.239
Stabex 20.811
Sysmin 13.496
Administrative and
financing costs 581
412.943
- Increase in advances 356.896
- Decrease in liabilities
to 3rd EDF 11.694
to 4th EDF 70.203 81.897

Total - Use of Funds 851.736
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(ECU '000)
Sources
- Advances from 5th EDF 357.768
i - Receipts: STABEX Interest Fund 11.669
Total - Sources of Funds 369.437
|
Uses
- Grants 73.475
- Loans 17 .381
- Stabex:
Transfers 261.681
Advances 16.900

Total - Uses of Funds 369.437
\




GENERAL

The balance sheets and statement of sources and
uses of funds are drawn up in accordance with
Article 40 of the Financial Regulation of 17 March
1981 applicable to the Fifth European Development
Fund (EDF) and Article 66 of the Financial
Regulation of 11 November 1986 applicable to the
Sixth EDF.

The 1st and 2nd EDF were closed prior to 1985,
For the 3rd, 4th, 5th and 6th EDF there is a common
treasury which is shown in the balance sheet of the
5th EDF. Disbursements for the 3rd and 4th EDF
and 6th EDF thus give rise to movements in the
balances of claims on the 5th EDF and advances made
by this fund.

The total amount of contributions to the EDF is
laid down in the Conventions setting up each of the
funds and subsequent decisions by the Council.
Contributions to all funds up to and including the
4th EDF have been fully paid up.

Special loans and contributions in the form of risk
capital are shown in the financial statements under
the heading loans. Reimbursements of loans as
well as the proceeds and income from risk capital
operations are administered by the European
Investment Bank (EIB) which «credits all such
amounts received to the Member States in proportion
to their contributions to the Fund from which the
sums are derived unless the Council decides to
allocate them to other operations.

The following abbreviations appear in the financial
statements:

AASM - Associated States of Africa and
Madagascar

ocr/cr - Overseas countries and territories

oD - Overseas departments

ACP - African, Caribbean and Paclific
States

STABEX - Stabilisation of export earnings
from agricultural commodities

SYSMIN - System to deal with decline in
mining exports

EAC - European Associlation for

Cooperation




2 SUMMARY OF MAIN ACCOUNTING PRINCIPLES

2.1 Conversion into ECU

2.1.1 Accounts are kept in ECU, a unit defined as the
following amounts of Member States currencies:
o 0,719 BFR 3,71
UKL 0,0878 LFR 0,14
FF 1,31 DKR 0,219
LIT 140,0 IRL 0,00871
HFL 0,256 DRA 1,15

2.1.2 Financilal contributions are paid in national
currencies into special accounts opened with the
treasuries of Member States. On the basis of the

cash requirements for the execution of projects and

\ programmes, the Commission makes transfers from the
treasury accounts to operational accounts held in
ECU, the conversion rate into ECU. being that
applicable on the date of transfer.

2.1.3 The conversion rates used for the calculation in
ECU of payments made in national currencies for the
purpose of projects and programmes are generally
those in force on the effective date of such
payments. There are some contracts involving
fixed exchange rates which are an exception to this
general rule.

| 2.1.4 The conversion rates used [for converting bank
balances in national currencies into ECU are those
applicable on 31 December 1987 viz:

1 ECU =DM 2,06034
UKL 0,696793
FF 6,98335
LIT 1521,66
HFL 2,31762
BFR 43,1539
LFR 43,1539
DKR 7,94457
IRL 0,777888

DRA 164,483




Revenue

Financial contributions are entered in the accounts
on the basis of the amounts credited in the course
of the year to the special Accounts opened in the
name of the Commission by the governments of the
Member States.

Other revenue is entered in the accounts on the
basis of the amounts actually collected in the
course of the year.

Expenditure

Expenditure is entered on the basis of actual
payments effected in the course of the year.

Expenditure effected by delegation is not finally
entered into the EDF accounts until validated by
the authorising officer and the financial
controller. Expenditure awaiting such verification
is shown under the heading "unsettled items” in the
balance sheet.

NOTES ON THE BALANCE SHEET - THIRD EDFE

- an amount of
11.516.475 ECU was initially transferred from the
residue of the 1st and 2nd EDF to the 3rd EDF by a
Council Decision of 30 October 1976. Oon 10
September 1986 the Commission decided to transfer
the residue of the 3rd EDF to the 5th EDF and the
3rd EDF was thus <closed effective from 3lst
December 1987.

By its decisions of 28 September 1977 and 18
January 1980 the Council allocated sundry receipts
of 4.659.891 ECU to writing off losses of exchange
in the 3rd EDF accounts. As a result there is no
balance of receipts appearing in the 3rd EDF
accounts.

NOTES ON THE BALANCE SHEET - FOURTH EDF

Unexpended STABEX balances

These balances were transferred from the 4th to the
5th EDF by Council Decisions of 9 May 1980, 16
December 1980 and 26 January 1982.




4.2 Sundry receipts
This amount is made up as follows: (ECU’ 000)

Interest on funds deposited 81.658

Aga Khan architectural prize
awarded to the Commission 10

81.668

Less

- amount used to partially
write off loss on exchange
in 3rd EDF accounts (Council
Decision of 9 December 1975) 927

- transfer to 5th EDF to compensate
Jor insufficiency of STABEX
resources for 1981 (Council
Decision of 12 and 13 May 1982) 40.000

- allocation to rehabilitation plan
for African countries worst affected
by drought (Council Approval of
4 November 1985) 30.000

- allocation to administrative and
financing costs (Chief Authorising
Officer’s Decision of 24 January
1986) 400

- allocation to cover delegation
costs in OCT (Chief Authorising
Officer’s Decision of 27 October
1980). 4.195

+

- allocation to cover programming
costs of STABEX (Chief Authorising
Officer’s Decision of 14 July
1987) 9

4.3 Unsettled items

This heading covers expenditure and receipts for whi
verification was not completed or for which enquiri.
were pending at balance sheet date.




.6

These relate to expenditure and receipts for which
verification was not completed at balance sheet
date.

Outstanding payment orders and other items

This heading covers movements on bank accounts for
which the appropriate entries remained to be
completed at balance sheet date.

See note 3.1 above.

The total is made up of 10.564.000 of unexpended
STABEX balances from the 4th EDF (note 4.1 above)
plus 40.000.000 transferred from Sundry Receipts of
the 4th EDF (note 4.2 above).

Sundry Receipts

This item comprises interest on deposited funds.

Replenishment of STABEX resources

This represents both direct contributions towards
replenishment by ACP States and deductions from
transfer rights at the request of ACP States.

NOTES ON THE BALANCE SHEET - 6TH EDF
Interest on STABEX Resources

Article 153(2) of the Convention for Lomé III
provides that the annual linstalments of STABEX
resources shall earn interest and this heading
represents accumulated interest from 1 April 1986.



REVENUE TABLE - Sth EDF
(ECU '000) ESTIMATED ACTUAL
CONTRIBUTIONS REVENUE REVENUE
1987 1987
Belgium 43.650 43.650
Denmark 18.525 18.525
France 189.450 189.450
Germany 209.400 209.400
Greece 10.075 10.075
Ireland 4.425 4.425
Italy 85.050 85.050
Luxembourg 1.500 1.499(1)
Netherlands 54.750 54.750
United Kingdom 133.200 133.200
750.025 750.024
Member States'’
contributions
claimed from
European
Investment Bank
(EIB) 1.893 1.893(2)
SUNDRY RECEIPTS
Bank Interest 6.000 1.477
TOTAL 757.918 753.394

Notes (Amounts in ECU ’'000)

(1) Outstanding contribution received in 1988

(2) By its decision of 14 July 1982, Council allocated
an amount of 30.754 to compensatory payments for
STABEX for the year 1981 to be paid over to the
Commission out of funds available in Member States'’
special accounts with the EIB. During 1987 the
final amount outstanding of 1.893 was paid over to
the Commission.




AY.

MANAGEMENT ACCOUNTS - FINANCIAL YFEAR 1987
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Proposal for amounts to be used in giving discharge to the
Commission in respect of implementation of the III EDF's

operations for the 1987 financial year.

Cumulative receipts 887.317.851,82 ECUS

Cumulative expenditure 887.317.851,82 ECUS

AL
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Proposal for amounts to be used in giving discharge to the
Commission 1in respect of implementation of the IV EDF's

operations for the 1987 financilal year.

Annual recelpts

Contribution paid

Sundry receipts

Annual payments 70.199.737,01 ECUS




Proposal for amounts to be used in giving discharge to the
Commission in respect of implementation of the V.EDF's operations

for the 1987 financial year.

Contribution paid 751.917.802,75 ECUS

Sundry receipts 1.476.564,61 ECUS

Annual receipts

Annual payments ' 412.942.749,33 ECUS




Proposal for amounts to be used in giving discharge to the
Commission in respect of Iimplementation of the VI EDF's

operations for the 1987 financial year.

Annual receipts

Contribution paid

Sundry receipts 11.668.742,49 ECUS

Annual payments 352.536.660,22 ECUS




VEPS

VIII/207/88-EN

Measures taken following the comments accompanying
the Decision granting a discharge in respect of
the financial management of the third, fourth
and fifth European Development Funds in the financial year 19851

In bold type: Parliament’s comments
In normal type: the Commission’s replies

3. Calls on the Commission to act on the oomments of the
Court of Auditors and submit proposals for the allocation of certain umsed
resources of the fourth EDF.

The Commission would point ocut that of the 100 million ECU allocated to the
Rehabilitation and Revival Plan for the African countries most affected by
the drought (Natali plan), which was implemented in 1986, 75 million ECU
was taken from the balance of the fourth EDF.

Rate of utilization

4. Notes that Parliament has not received a report from the Commission
containing a satisfactory analysis of the poor utilization rate for EDF
resources in relation to the rates achieved by the main international
develomment aid organizations, as requested in the 1983 discharge
resolution.

-

The Commission answered this point in its report to Parliament on action
taken on the recommendations in the European Parliament’s resolution of
14 June 1985 accompanying the Decisions granting discharge in respect of
the financial management of the EDF in 1983 (SEC (88) 1436 final of
19 September 1986, p. 5, point 18). The Commission’s answer indicates
that there is nothing to show that the EDF’'s utilization rate is slower
than that of other major intermational organizations.

10J No L 137, 27.5.1987, p. 6.
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Accounting procedures

6. CGills on the Comission to act on the ocoments in the
Court of Auditors’ 1985 report &ndi in previous ammal reports on the
excessive levels of its calls for contributions from the Member States, the
late payment of those oontritutions by certain Member States and its
inadequate accounting records concerning EDF bank balances.

The Commission has improved its system for estimating expenditure since the
reports in question were written, and EDF bank balances are constantly
monitored. As a result of these efforts, the EDF's liquidity has been
reduced from 345 million ECU at the end of 1985 to about 117 million ECU at
the end of 1987.

As regards the late payment of contributions by certain Member States, the
Commission has been able to make almost all Member States aware of the need
to meet their commitments. The Financial Regulation for the sixth EDF,
which makes late contributions liable to interest charges, should settle
this problem once and for all.

Finally, as regards accounting records of EDF bank balances, the EDF
accounting department is carrying out feasibility studies for the
implementation of an on-line computerized accounting system which should
eliminate the existing faults.

11. Hopes that the Commission will fulfil the undertakings givem in the
replies to the Court of Auditors’ report on the 1985 discharge and that it
will bring into operation a computerized system to record the main disputes
over the execution of public works contracts hrought before national
administrative and judicial bodies, bearing in mind that such disputes
often have financial consequences for the EDF.

This computerized system has been functioning successfully since
October 1986.




A8k

Ex post facto evaluation

12. Reiterates its request to the Commission to carry out more exhaustive
ex post facto evaluations, and criticizes the ahsence of a data base

financial data on financial and technical cooperation under
the EDF and the experience gained during the execution of projects and the
ex post facto evaluation process, as requested by Parliament in its
resolution on the 1983 discharge.

The appropriations entered under Article 944 of the general budget of the
Commmnities, "Evaluation of the results of Commnity aid and practical
follow-up measures" (1 850 000 ECU in 1987) already allow the Commission to
carry out exhaustive ex post facto evaluations, as indicated in the report
of 19 September 1986 referred to above (see point 4). In point 18(c) on
p. 10 of the same report the Commission gives the results of a study
showing why the setting up of a data Dbase would be premature.




