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Introduction

1. Since 1976 the European Communities have Jointly
financed microprojects with NGOs(l). As from 1978, the
appropriations of Article 941 have also made possible the
financing of public information campaigns in Europe by
the NGOs, as well as subsidizing the coordination of the
NGOs between themselves (NGO liaison committee). The
jointly-financed projects accounted for 95% of the
expenditure. Food aid distributed via the NGOs 1is
financed under Chapter 92 of the budget and is not
discussed 1n this report The report covers the system
of administration by the Commission of appropriations
allocated to the joint financing of projects with NGOs
and therefore does not claim to assess the effectiveness

of these schemes 1n the field.

2. The Court examined the extent to which the
Commission, when 1t grants the subsidies, follows the
regulations which 1t has 1itself laid down, and how far
the NGOs fulfil their obligations. It checked the
above-mentioned expenditure for the financial years 1976
to 1983. The Court's observations consequently cover a
period during which two versions of the General
Conditions of the scheme for project cofinancing in
developing countries between the European Communities and
NGOs were applicable, the first version up to 31 December
1981 and the second since that date. The cases mentiocned

by the Court may therefore, depending on the period

(1)

Projects financed jointly by the European Communities and
one or more other sources of external aid.



within which they occurred, be covered by the previous
regulations, the new regulations or, as 1s most often the
case, by both versions. In the absence of any explicit
reference, the observations contained in this report may
be taken to relate to both versions of the General
Conditions. Those few observations which the Commission,
during 1its discussions with the Court, considered
insufficiently clear, have all been amended, so that the
report no longer contains any observations which could be
interpreted as not referring clearly to one or other of

the versions of the General Conditions.

The audits were based on records and performed on the
spot, on the Commission's premises and at the registered
places of business of 27 NGOs in nine Member States.
Thus, 15% of the bodies with which the Commission jointly
financed projects and 24% of the projects (1i.e
approximately 270 schemes) were audited The
Observations below are also based on visits by the Court
to 38 NGO projects during official trips to developing

countries.

Tables 1, 2 and 3 below show the evolution and
distribution of the Community measures 1mplemented by the
NGOs and financed from the appropriations entered under
Chapter 94 of the budget.



Table 1 - Schemes concerning developing countrlies carried out
by the NGOs; avalilable appropriations and the use made of
them, from 1976 to 1983

(1976 - 1977 -« Mio u.a.
1978 - 1980 . Mio EUA
1981 - 1983 Mio ECU)

Commitments Payments Number
of
Financial |Appropri- |(Commlitments |Appropri- |Payments projects
year ations for entered ations for made jointly
commitment into payment financed
availaple avallable
1976 2,5 2,5 2,5 0,8 (75)
1977 4,0 4,0 4,0 3,6 (113)
1978 12,0 11,9 6,0 5,7 (173)
1979 12,5 12,2 8,0 10,4 (150)
1980 14,4 14,3 10,8 10,5 {(179)
1981 14,1 13,9 12,7 12,8 (162)
1982 28,4 26,9 28,0 18,5 {261)
1983 32,8 26,5 28,2 21,4 (214)
Total 120,7 112,2 100,2 83,7 (1 327)
Table 2 - Geographical distripution of commitments relating to

projects jointly financed between 1976 and 1983

Continent Mio ECU E
Africa 51,1 49
Asia 26,6 25
Latin America| 25,9 25
Oceania 0,9 1
Total 104,5(1) (100

(1) Commission statistics, which do not take account of any
ad Justments, recoveries and exchange rate differences. It 1is
therefore i1mpossible to compare these figures with those in the
revenue and expenditure accounts (Table 1)



Table 3 - Distribution, by registered place of business of the
NGOs, of the commitments relating to projects jointly
financed between 1976 and 1983

Member State |Mio ECU 3 Number of projects
Belgium 18,1 17 (225) }
Denmark 3,4 3 (30)

FR of Germany 20,6 20 (185)
France 18,7 18 (237)
Ireland 3,7 3,5 (123)
Italy 14,9 14 (141)
Luxembourg 0,6 0,5 (17)
Netherlands 8,3 8 (94)
United Kingdom| 16,2 16 (271)
Total 104,5(1) (100 (1 327)

2. Descriptiocn of the system for managing projects jointly

financed with the NGOs

LEGAL BASIS

5. The basic guidelines and the procedure to be followed
for utilizing appropriations jJointly financed with the NGOs
were approved by the Council on 28 November 1977(2) The
Council thereby agreed to the provisions contained 1in a
Commission document and applicable to the appraisal,
implementation, monitoring and control of jointly-financed

projects These provisions are set out 1n the General

(1) Commission statistics, which do not take account of any
adjustments, recoveries and exchange rate differences It 1is
therefore impossible to compare these figures with those in the
revenue and expenditure accounts (Table 1).

(2) Doc. R 207/78 (GCD) of 26 January 1978.



Conditions, the first version of which was 1in force from
1976 to 1981 Since 1 January 1982 the Commission, 1in
consultation with the NGOs, has 1ssued a revised

version (l) of these General Conditions

THE NGOs

6. Chapter 1 of the General Conditions lays down the
eligibility crateria for cofinancing of projects by the
Community An NGO must, 1n particular, have a legal
1dentity as a non-profit-making body with 1ts head office
in a Member State, and 1t must have activities and
experience 1n overseas development. In addition, it
should be able to prove "its efficiency as an
organization and its capacity to ensure the competent
formulation and viable i1mplementation of the projects 1t
undertakes or supports, on the initiative of the
populations concerned, and of 1ts capacity to meet the

reporting and other obligations"”

7. Amongst the 200 or so NGOs which benefited from
Community funds between 1976 and 1983, the 10 major NGOs
(r.e 5% of the NGOs with which the Commission works)
received 383% of the total appropriations allocated by the

Commission

8. This 1s a result of the selection criteria for the
projects, management methods and tne Commission's wish to
opserve a certain gecographical balance both between the
NGOs 1n the Member States and petween the ACP and non-ACP
countries. Moreover, the "big" NGOs have the aavantage
of being familiar with the conditions governing

eligibility and the submission of files applying to the

(1) See annex.



main providers of capital. They are tnus 1n a position
to make good use of the criteria and submit thelir
projects selectively by choosing the socurce of joint

financing most likely to accept the envisaged measure.

THE PROJECTS

9 Chapter II of the General Conditions lays down the
project criteria and i1in particular recommends certain
priorities to be taken into consideration by the
Commission when 1t makes 1ts selection. The priority

projects are those which:

(a) "promote the economic and social progress of the
P S

most deprived sections of the population. .",

(b) "strengthen counterpart organizations 1in developlng
countries" i1n order to ensure the continuity of the

project:

(c) ‘"permit . the accumulation of financial resources

which can be reutilized for other projects",

(d) "expect to be viable upon completion",
(e) "lend themselves to replication 1n contiguous
regions"

FINANCIAL PROVISIONS

10. Chapters IV and VII of the revised version{l) of
the General Conditions lay down the principles governing
the Community contribution and those of the NGOs, as well

as the payment procedures.

(1)

The provisions governing the NGOs' own contributions
(paragraph 12) and bank interest (paragraph 14) were not
laid down 1in the first version of the General Conditions



11. "The Commission will normally contribute up to 50%
of the total cost of a project, with an upper ceiling of
120 000 ECU a year for a maximum of three years (1 e a
maximum of 360 000 ECU). The Commission's contribution
may exceptionally cover up to 75% of the total costs 1in
the case of projects to be implemented 1n least developed
countries, or 1in least developed areas in other

developing countries"

12 "The NGO contribution may include funding from 1its
own resources, from other NGOs, from governmental
cofinancing schemes and from the local beneficiaries
(1ncluding public funds). Projects with a predominant
Community financial component will be given preference”,
along with "projects where the own non-public NGO
financial contribution 1s at least 15% of the total

cost".

13. The payment procedures stipulate that+ "the
Commission's contribution shall be paid 1n one or more
instalments as specified in the contract letter.
Commission funds shall only be released on the basis of a
request showing either that the implementation has
already commenced or 1s due to commence 1n less than
three months from the date of such request and indicating

how the Commission funds will be used".

14 In addition, "tne NGO shall inform the Commission
of any 1interest accruing to Commission funds already
advanced Any such 1nterest must, after consultation
with the Commission, be used to directly further the
project's aims and objectives In cases where such an
interest 1s not required for these purposes, the NGO

shall return the sums i1nvolved to the Commission"
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SUBMISSION OF APPLICATIONS

15. The data sheet for the projects proposed for
Community cofinancing 1s set out 1in the General
Conditions. The application should contain 1in

particular

(a) i1information on the environment of the project,

(b) a description and justification of the project
(1nvolvement of the local population, technical and

financial viability):

(c) financial details. "the NGO shall provide a full
breakdown by amount and source of all

contributions'.

APPRAISAL BY THE NGO DIVISION AT THE COMMISSION

l16. The NGO Division constitutes a separate unit within
the Directorate~General for Development (DG VIII) The
cofinancing files are distributed between the staff of
the department according to the Member State in which the
head office of the NGO making the application 1s
situated. Appraisal inveolves an official checking that
the application complies with the General Conditions and
requesting the opinion of the technical departments of DG
VIII and that of the Commission delegations for those
projects to be carried out in the ACP States or of the
Directorate-General for External Relations (DG I) for
those to be carried out in other countries. The project
files are discussed within the NGO Division at "selection
meetings"”. The financing decision 1s taken by the
Director-General of DG VIII, the authorizing officer
delegated by the Commission.
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MONITORING AND CONTROL

17, In accordance with the provisions of the General
Conditions, the NGOs are obliged to submit to the
Commission, for each project, progress reports (in the
case of projects 1n respect of wnich the subsidy 1s paid
1n instalments), a project 1mplementation report and an
operational report. The first version of the General
Conditions provided for similar reports, although the
periods within which they had to be submitted differed.

18. The purpose of the project progress report 1s to
indicate to the Commission the progress achieved 1in the
implementation of the project and the uses to which the
instalment of Community contribution has been put. It

1s the document which the NGO Division uses as
Justification for the payment of the next instalment for
the project. "On completion of the works for a project

. . and not later tnan twelve months following payment of
the final Commlission instalment ..., the NGO shall submit
a project implementation report to the Commission This
report, the purpose of which 1s to enable the Commission
to verify that the project was carried out 1n accordance
wilth the contract, must give a complete account of all
aspects of the project- works, purchases, lapocur
employed, 1involvement of the local population and

authorities, expected viapility etc.”

19 "The NGO shall also prepare an operational report
on the functioning of the project two years following the
presentation of the project i1mplementation report This
operational report shall give an account of the
effectiveness of the completed project from the
technical, economic, soclal and humanitarian angles,
particularly as regards the functioning and malntenance
of the project, and shall thus be centred on the
following two key aspects. population involvement and

viability."
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20, For 1i1ts part, the Commission 1is required to report
to the Council on the implementation of the programme of

projects jointly financed with the NGOs.

21. Annex IV of the Council document(l) which records
the latter's agreement to the procedures for utilizing
the appropriations for joint financing with the NGOs,
stipulates that "the Commission shall submit to the
Council a yearly report on the state of utilization of
the NGO funds during the previous year”, 1in order that
they may "examine the financial implications of this

aid".

22. Chapter X of the General Conditions lays down the
principles 1in respect of accounting control and on-site
verification of projects. In particular, the General
Conditions stipulate that the NGO must keep separate
accounts for each project and all expenditure must be
Justified by a supporting document, which may be
requested by the Commission. Finally, the General
Conditions also state that the cofinancing contracts are
subject to the provisions of the last paragraph of
Article 82 of the Financial Regulation, which concern the

Court of Auditors' right of control

3 Observations

LEGAL BASIS

Lack of strictness in the General Conditions

23. The General Conditions do not constitute a legal

act within the meaning of Article 189 of the Treaty

(1) Doc. R 207/78 (GCD) of 26 January 1978.
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Although the Council has given 1ts agreement to the
contents of this document, the General Conditions are not
a Council Regulation It 1s a document produced by the
Commission, to which the Council has delegated full
responsibility for the utilization of the appropriations

intended for joint financing with the NGOs.

24 In the chapter of the revised General Conditions
concerning the submission of applications (Chapter III,
paragraph 3), 1t 1s stipulated that "applications for the
retrospective cofinancing of projects which have, at the
date of the request, already been substantially

completed, shall not be admissible This imprecise
wording and the fact that it 1s 1mpossible to be sure of
the progress of a project at the time of the application,
encourages the non-observance of thlis provision In the
case of one NGO (OXFAM, United Kingdom) the majority of
the 80 projects jointly financed had already been
implemented at the time of the application for the
Community subsidy. The Commission's Financial Control
Department had already drawn attention to this problem
following 1ts audit visit to the head office of this

organization in 1980, but i1its comments were ignored.

Application of certaln provisions of the revised

version of the General Conditions

25. The text ©f the new version of the General
Conditions was drafted in the light of the experience
acquired by the Commission over six vears (1976 to 1981)

of projects jointly financed with the NGOs.
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26. The main changes concern-

(a) the conditions to be fulfilled by the NGOs, 1in

respect of which more information i1is requested;

(p) the participation of the European NGOs' partners 1in
the developing countries 1n the different stages of
the project, and the viability of the project after

the cessation of all external aid:;

(c) the presentation of the project and reports, the
financial section of which should be more detailed
as regards the sources of financing and the

operations financed;

(d) the financial provisions, 1n particular the
abolition of automatic payments, the raising of the
subsidy ceiling, the use of bank interest and giving
priority to projects where "the own non-public NGO
financial contribution 1s at least 15% of the total

cost."

27. Though, i1in theory, these changes amount to
substantial improvements, their application still leaves
much to be desired. During audits carried out towards
the end of 1983, the Court noted that, within the
framework of the projects financed under the 1982 and
1983 programmes, certain provisions applicable as from 1
January 1982 were not observed and there had been no
reaction to this by the Commission's NGO Division. This
was the case for the financial provisions and for those
relating to the participation of local partners and the

submission of reports.
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28. The provision according to which the signatory of
the cofinancing contract "shall confirm to the Commission
the precise nature of 1ts relationship with all its
partners involved" was not applied for any of the thirty
1982 and 1983 projects audited.

THE NGOs

Actual role of certain NGOs

29, Twenty-seven NGOs were visited by the Court. It
transpired that two of them - which had received a total
of 595 000 ECU - had hardly been involved at all in the
design and monitoring of the projects that they had
submitted for joint financing by the Community. They had
confined their activities to automatically passing on the
subsidies they received to their counterparts in the
developing countries Had these cases been 1solated,
these facts would be of little significance, especially
since as from 1982 the two NGOs concerned have no longer
received Community subsidies. However, many factors
indicate that the problem of NGO "letter boxes" 1is a
permanent one. There 1s a risk that the Commission 1s
dealing with merely nominal NGOs, which act as forwarding
agents for applications from local NGOs 1n a developing
country or from 1international NGOs, which in this way
become eligible for Community financing The Court must
therefore remind the Commission that Article 3 of Chapter
I of the General Conditions requires great vigilance 1in

this area.

The local partners of tne European NGOs

30. The local partners of the European NGOs are either
local NGOs or subsidiaries of international organizations
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(European or otherwlse) or confessional organizations.
The General Conditions contain no provisions concerning
them. The local partners, however, are responsible for
the design of the project, the preparation of the
application for Joint financing, relations with the local
authorities and the implementation of the project on the
spot. During the implementation of the work they are
supposed to i1inform the European NGO and, through the
latter, the Commission, of the progress achieved and any
delays or problems. It 1is the local partners who are
meant to provide the European NGO with the information
required on the project and the documents 1in support of
the expenditure so that the latter can draw up the

required reports for the Commission.

31 Since the implementation and the monitoring of the
projects 1s up to the local partners, they ought to be
parties to the contract concluded between the European
NGO and the Commission The latter could perhaps amend
the legislation in force so as to cofinance projects
directly with the organizations 1n the recipient
countries, which would, amongst other things, obviate the
need for payment to the European NGOs of administrative

costs which are not always Justified (see paragraph 42)

THE PROJECTS

The choice of projects to be jointly financed

32 The Commission's NGO Division regularly organizes
"selection meetings"”, during which Commission officials
responsible for appraising the projects propose
particular projects for Community Jjoint financing. The
aim of these meetings 1s to coordinate the entire
programme of jointly financed projects. However, an

objective method of selection was not found to have been
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established. The factors taken primarily into account
were the maintenance of some degree of balance between
the Member States and the geographical distribution of
the projects

33. There 1s a danger that some measures, which are
supposed to be of limited duration, may develop into
projects financed jointly for an indefinite period. This
risk 1s all the greater 1f the project 1s 1mprecise, too
ambitious or too extensive. Thus, 1n an integrated rural
development project in Zambia, Jointly financed to the
extent of 394 000 ECU with the German NGO, "Gossner
Mission", the technical assistance, set up i1in 1982 and
involving many expatriates, will have to be extended for
another ten years approximately on account of the complex
nature of the various stages of the project and the local
circumstances. The project 1s being carried out 1n a
region which 1s not very accesslble and where it is
difficult to mobilize the population When the project
was being appraised a Commission technical expert gave
the following opinion "Despite the large number of
expatrilates providing technical assistance, the project
has hitherto only affected a small part of the
population. It 1s hard to see how the project can be
successfully concluded" The persons responsible at the
NGO with which the Commission 1s cofinancing the project

have undertaken to support the project until 1991

34 Other measures do not observe the objectives of tne

NGO projects

(a) a printing works 1in Malawi, which has been legally

incorporated as a non-profit-making pody, received,

for this reason, a Community subsidy of 35 000 ECU
from a Belgian NGO ("Wereld Solidariteit") in July
1979 (Decision of 17 April 1979) which enabled 1t to
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finance the construction of a canteen for its

employees.

(b} The Commission agreed (Decision of 4 July 1979) to
finance jointly with the British NGO, "OXFAM", for a
sum of 32 500 ECU, a vegetable research centre and a
vegetable root stocks bank in the United Kingdom.
This project was selected 1n contravention of the
criteria set out in the General Conditions, which 1in
no way provide for the possibility of financing a
project anywhere else than in a developing country
Moreover, the benefits of such a project for the
people of the Third World are not proven and there

1s no report available to Justify 1t.
FINANCIAL PROVISIONS

Payment of subsidies

35. The Commission does not follow the principles of
sound financial management in paying 1ts subsidies to the
NGOs Prior to 1982, the subsidies paid in full as soon
as the contract letter was signed and the first
1instalments of subsidies to be paid by part-payments were
not conditional on the submission of any supporting
evidence. On the other hand, the revised General
Conditions state that "CEC(l) funds shall only be
released on the basis of a request showing either that
the i1mplementation has already commenced or 1s due to
commence 1n less than three months from the date of such
request and indicating how the CEC funds will be used"
However, an examination of 37 payments of the first

instalment for projects subject to the new provision

(1)

CEC = Commission of the European Communities.
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revealed that 19 were 1insufficiently substantiated and
that, in the case of 14 others, there were no supporting

documents to comply with the new provision.

Method of utilization of subsidies

36. The provisions of the General Conditions lay down
that, 1n 1its request for payment of Community funds, the
NGO should indicate "how the Commission funds are to be
utilized”. The NGO should either pay the funds on the
spot to 1ts local partner or purchase equipment for the
project 1in Europe. In the case of a Belgian NGO
{Institute of Cultural Affairs), an American-backed
organization, the Commission did accept that the
Community funds paid should be used to cover some of the
operational expenditure of 1its head office i1in Europe.
The NGO had, however, undertaken to pay an equivalent
amount (approximately 25 000 ECU) to the project through
1ts subsidiary 1n the recipilent country. The accounts
held at the NGO's head office which were audited during a
visit by Court staff do not, however, clearly reveal the
off-setting payments The Court would like to know what
the Commission intends to do with regard to this matter.

Bank interest

37. The Court carried out audits on the premises of 27
NGOs and found that only one was observing the provisions
of the revised General Conditions relating to bank

interest (cf paragraph 14 of this report)

38. 1In the case of many projects, the procedure for
paying subsidies makes 1t possible for the funds to

remalin unused in the NGOs' bank accounts without the
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latter informing the Commission of the amount of interest
received. As 1t 1s 1gnorant of these amounts, the
Commission 1s unable to authorize use of them for
projects or request payment of them to the Commission, as
1t 1s required to do under the terms of the revised

General Conditions

39. Some NGOs claim not to take account of interest
received, given that they often pre—-finance the projects
so that the amounts that they advance and those that they
subsequently receive from the Commission balance out

They are not however able to justify this statement The
Commission should, 1n any event, insist on the

legislation laid down in this area being observed

Rate of subsidy

40. The files of projects which the Commission agreed
to finance jointly for up to 75% of the costs (cf.
paragraph 11 of this report) do not give any information

justifying derogation from the 50% rule.

The system used oy the CommEESLOn_gor the recovery of

claims on_the NGOs

4]1. When a project has not been implemented, or has
been only partially implemented, the NGO 1s supposed to
repay all or part of 1ts subsidy to the Commission. The
Commission's NGO Division, whilch 1ssues tne claim
certificates, nas a list of the sums that the Commission
has to recover from tne NGOs. Their follow-up, however,
1s lacking 1n effectiveness since the financial
departments of the Directorate-General for Development do

not i1nform the NGO Division of those claims still
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outstanding The latter 1s therefore unable to send

reminders to the NGOs.

Administrative costg

42. The revised General Conditions lay down that the
NGOs may include administrative costs, subject to a
maximum of 6% of the total cost of the project, in the
budget of each project The application of tnis
provision has led to an increasing tendency for many NGOs
no longer to enter a sum corresponding to their actual
adminlistrative costs, but rather the maximum of 6%, in
the budget for a given project Even 1f some NGOs are
continuing only to budget for their actual costs and the
share of administrative costs 1n the total appropriations
remains on average less than 6%, the increasingly common
practice of applying the flat maximum rate should Dbe
reviewed, since 1t could be abused In the case of those
NGOs, for example, whach merely transfer the Community
subsidy to a local partner (cf. paragraph 29 of thais
report), 6% 1s certainly too much In addition, some
NGOs work with very few staff, who are often unpaid,
which consequently limits their costs. In spite of this
however, all NGOs that claim the 6% for administrative
costs automatically receive 1t, whilst those NGOs that
submit and manage numerous projects receive substantial
amounts for administrative costs Since the fixed
charges do not change in proportion to the number and
size of the projects, tne 6% pecomes too high a
percentage. For many NGOs, development projects only
represent one part of their activities and do not i1mpose
any significant burden on their administrative

expenditure.
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Block grants

43 NGOs which have had experience of cofinancing with
the Commission for three consecutive years qualify to
apply for a block grant of a maximum annual amount of

150 000 ECU. This grant enables the recipient NGOs to
finance measures costing between 2 500 and 12 000 ECU,
which would otherwlse be barred from Community
cofinancing The Commission draws up "an annual list of
NGOs meeting this requirement and individually informs
eligible NGOs of the amount they can request". In order
to receive the block grant, the NGOs are required to send
the Commission applications including "a brief
justification of the individual projects". According to
the General Conditions, "preference shall be given to
projects which aim at assisting counterpart organizaticns
in developing countries and to projects for the supply of

small scale equipment and human development"

44 The Court of Auditors audited about thirty block
grants and noted that:

(a) the Community subsidy sometimes represents a

marginal addition to large scale projects:

(b) the reports that are supposed to justify the use
that 1s to be made of the Community subsidy are

usually too brief.

The block grants could, however, be reserved f£or the
financing of clearly specified measures, such as the
purchase of pumps, furniture or vehicles, which could be

effected, where possible, within a limited period.
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SUBMISSION OF APPLICATIONS

Project data sheet

45 The project data sheet for submitting the files 1is
attached to the General Conditicons. The Court noted that
this data sheet constituted a standard framework adapted
almost solely to projects consisting mainly of physical
measures. In the case of projects which comprise many
aspects at the same time, such as the construction of
buildings, agricultural production, technical assistance,
staff training or loans, or projects which are spread
over several years or have several sources of financing,

the data sheet 1s difficult to use in the form provided.

Documents accompanying the égpllcaglon f9£_301nt

financing and analysis of certain costs

46, The General Conditions lay down that 1n order "to
qualify for cofinancing assistance from the Commission",
projects must be accepted "by the appropriate authorities

in the country concerned”.

47 Moreover, the revised version of the General
Conditions states that "the Commission may accept the
inclusion 1n the total costs of a project, provided they
are duly justified, of the estimated cash value of
in-kind contributions such as land, labour etc. as well
as the estimated cash value of existing infrastructure or
previously implemented related projects, provided they

are less than two years old".
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48. In the absence of precise details on the nature of
the documents justifying the local contributions and on
those of the supporting documents, during 1ts audits the
Court was not able to ascertain the admissibility of the
documents submitted. The NGO Division accepts very
varying types of document whose authenticity 1s often
difficult to assess. In the majority of projects audited
where there had been a contribution towards existing
infrastructures, the Commission did not request proof of
the fact that they were less than two years old, as
required by the General Conditions.

Submission of applications

49, Prior to 1982, one German NGO ("Misereor")
submitted several projects at once both for Community
cofinancing and for cofinancing by the Ministry of
Cooperation of the Member State 1n which 1t had i1ts head
office and each provider of capital contributed 50% of
the total cost of the projects. However, neither the
Commission nor the Ministry were i1nformed by the NGO of
the real sources of financing of the projects. 1In fact,
1n its application to the Commission, the subsidy
obtained from the Ministry was included under the heading
“"NGO contribution" whilst 1n 1ts application to the
Ministry the NGO treated the Community subsidy as 1its own

contribution.

50. This disguised submission, which although not
officially prohibited 1n the texts 1s counter to the
spirit of the legislation, which assumes that the NGO
w1ill make a contribution of i1its own, prevents any
assessment of the overall financing and enables the NGO

to i1mplement projects without making any contribution
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51. In order to avoid this procedure being used, the
revised version of the General Conditions now states that
“the NGO shall provide a full breakdown by amount and

source of all contributions to a project”
APPRAISAL WITHIN THE NGO DIVISION AT THE COMMISSION

Appraisal and management oOf the files

52. The management of projects jointly financed with
the NGOs for each Member State (cf. paragraph 16 of this
report) 1s entrusted to a specific official at the NGO
Pivision. When an NGO submits an application for
cofinancing, this official appraises the file and
proposes the project for joint financing at the
"selection meetings". Once a project has been accepted
for cofinancing, this official alone monitors i1t and
there 1s no other systematic supervision at this stage
Thus, for example, the quality of tne reports to be
supplied by the NGO or the value of the supporting
documents 1s left to the sole discretion of the official
responsible for appraisal There 1s therefore a danger
of different criteria being used for the management of

the projects.

53. Moreover, with the expansion of the cofinancing
programmes since 1976, the NGO Division has gradually
increased 1n size, which has i1involved repeated staffing
changes, so that at different times NGOs have found
themselves dealing with different pecople for the same
project. Several NGOs complained that they had had to
deal with at least four different people within the space

of six years.
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Utilization of information on the NGOs

54, Every year the Commission receives the accounts of
each NGO. It also has their articles of association on
file. However, when a representative number (cf.
paragraph 3) of files was inspected, no trace was found
of any assessment of the amount of the NGOs'
administrative costs or their financial resources. The
need for such an assessment, however, follows naturally
from the provisions of the General Conditions.

MONITORING AND CONTROL

Monitoring of projects

55. As regards the majority of projects audited, the
project progress reports are not submitted within the
period laid down 1n the General Conditions and their
content often leaves much to be desired. However, these
reports constitute the only documentary evidence
available to the Commission as justification for the

payment of subsequent i1nstalments.

56, Most of the project implementaticon reports found in
the files had also been sent some months or several years
late by the NGOs Moreover, reports are submitted 1in a
form that makes 1t difficult to draw comparisons between
the various items 1in the budgets and what i1s actually

implemented.

57. The operational reports are, as a rule, completely
missing from the files. The Commission does not
therefore have any information on the operation of the
projects which 1t cofinances or on their socio—economic
impact.
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Reminders for missing reports

58. The Commission has not instituted an effective
system of reminders for missing reports. It does not
have an adequate 1ndex of information on the projects
which 1t finances. Under these conditions it 1s
incapable of taking the appropriate steps vis-a-vis the
NGOs. 1In 1983 the Commission launched a campaign of
systematic reminders. However, while the NGO Division
has started to receive positive results for relatively
recent projects (since 1979-1980), this 1s not the case
for projects prior to 1979. In these cases the NGO has
often lost contact with the local partner who 1s supposed

to provide the information for drawing up a report

Supporting documents

59. The accounting control of the projects and the
provisions governing supporting documents are laid down
in Chapter 10 of the General Conditions. Since these
provisions are not very precise, they are applied by the
NGOs 1n very different ways. Some organizations keep all
the supporting documents at their head office, others
systematically send coplies to the Commission and some
have the documents kept on the spot, on the premises of
the local partner

60 In certailn cases, however, in particular for the
documents relating to small amounts of expenditure, when
the cost of transmission 1s too high, or when, for fiscal
reasons, they must be kept on the spot, the Commission
should accept that they may remain with the local

partner. In that case the latter should provide the NGO
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with a summary statement of the documents in his
possession. This statement would be certified as a true
copy by an audit body in the recipient country. In the
case of projects financed in the ACP countries, the
delegations could verify the supporting documents held on
the spot.

Project accounts held by the_NGOs

6l. During audit visits made by the Court to the NGO
head offices, 1t was noted, i1n many cases, that the
project accounts were badly kept. It 1s often impossible
to differentiate between the Community subsidy, the NGO
contribution and the local participation. While, at the
time of the audits, 1t was always possible to justify the
utilization of Commission funds, 1t was, on the other
hand, often difficult to verify the other contributions
and their utilization. The sources of financing are all
totally mixed up 1n the accounts of the projects
1mplemented. In the majority of cases the headings used
in the financial statements for the project implemented
do not correspond to those of the draft budget.

62. The creation of a system of accounting by project,
however, would enable each NGO to justify, at any time,
the 1mplementation of the whole of the budget submitted
1n support of 1ts application. Such an accounting system
should afford improved financial transparency (source of
funds, proof of all the contributions).

Observations made by the Commilission's Financial Control

Department

63 The Court would like to know the reasons why
certain comments made by the Financial Control Department

concerning the management of the NGOs were not followed
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up. These comments dealt with the keeping by each NGO of
separate accounts by contract, the question of bank
interest, the recovery of debts, the examination of
supporting documents and the i1ncomplete nature of certain

project implementation reports.

The role of the Commission delegations (NGO_prOJect

implemented in the ACP States)

64. The digest of instructions for use by the
Commission delegates stipulates that the collaboration of
the delegations 1s desirable during the appraisal stage
of projects implemented 1n the ACP States. The
delegations deliver an opinion on the application
submitted by the NGO, but subsequently their role 1s very
restricted. The delegate only takes part occasicnally 1in

the 1mplementation of the project.

65, While 1t 1s not currently laid down that the
delegations are entitled to control the implementation of
projects, they should at least be kept informed on a
regular basis, which 1s not the case. Moreover, all NGO
projects should undergo at least one audit visit and not
solely "when the delegate 1s passing through the

premises"”

Conclusions and recommendations

66. In June 1981, after five years of projects jointly
financed with the NGOs, the Commission published a report
on the "comparative evaluation of projects cofinanced

with NGOs and microprojects". The 1mprovements suggested
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1n the area of the NGOs concerned the role of the
delegation, the choice of NGOs, the knowledge of local
partners, the geographical concentration of projects, the
drafting and appraisal of applications, the financing
conditions, block grants and the assessment of projects.
The Commission could have paid more attention to the
results of this evaluation when drafting the revised
version of the General Conditions (applicable since 1
January 1982). Sound financial management would be

encouraged py 1mprovements 1n the following areas:

(a) the systematic processing of information on the NGOs
(see paragraph 54) and the establishment of closer
relations with the local partners (paragraphs 30 and
31);

(b) the selection of projects (paragraphs 32 to 34):

(c) a more detailled and better documented submission of
applications for joint financing (paragraphs 45 to
51):

(d) the creation of a reference file (possibly
computerized) on the projects, to make possible an
effective and uniform analysis and monitoring of
jointly-financed projects (paragraphs 52 to 54 and
58):

(e) the clarification of the provisions governing

supporting documents {(paragraphs 59 and 60):

(f) specific accounting for each project financed
(paragraphs 61 and 62),
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(g) more active participation by the Commission
delegations, particularly in respect of the control
of the measures (paragraphs 64 and 65}.

This report was adopted by the Court at its meeting of
12 December 198S5.

For the Court of Auditors

Marcel MART

President
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INTRODOCTION

1 Since 1976 the CEC has mrovided financ.al suppxrt oo whe Overseas oQrojechs
of N8 from the Member States ¢f tne Zuropean CorarnT. * Tn the per.zd
1976-2980 1ts wotal commutments exceeced 43 0 *©CU 1r garts for amest 700
Frojyects undertaxer by 124 NGOs 1n 91 develcopurg ocount-.es  Projects were
concentrated 1n the agrmiculrtural (30%), tecnmical tra.nirg (25%) and pealth
{20%) sectors**t These figures demonsTrate 1n a very clear way the ec.ecrtig
character of the cofinancirng scheme which s based 1~ whe I_rgt 1mstance on
an acceptance py the CZX of the coilective plural.sm of he NGOs axd of

their indhividual autonomy

2 In cofinancimg NSO projects, the COC recognizes whe cooimuthent and supoor:

whicn the general ouslic in the Rropean uommummity goves © memoer

State NX3 involved 1in develocment

3 wr_le the heterogeruity of the CZC's NGO partners 15 reflacted .n e .ie

range of [rojects supported there are two elements coren o ali =ojects

{a) the rmit:iatave for a Foject ahold originate Zrom _ts sSe-ef.clar.es
wne should also be imvolved as cartners .- ec.. sIzesS SI 3 X5 _elt S
peannirg, UDlemer~tation and, On COrTLIET.ON RANAGEMENT = o TLMEIY SLT
cf all projects beirng to .ncrease <he local partner's conficerce o
self development,

{(b) mrojects anculd be ecoromically, financially, tecnnica:ly, socioLxyically
and culturally viahle and, as such thev should offer tne maximsr
crobability that they will contimue, in all of these respects, after
external financial and other ara has ceased.

4 Participation in the scheme 1s open to NGOs legally establ.shed in a “emder
State cf the Eurcpean Commrmity which satisfy a numper of criteria parsti-
cularly those of a financial, excerience and organizational natue e of

the mast ueortant criterie used by the CZC 1» amxcoviyg Sinds for olecss

will be the arplicant NX's prover cacac.ty 0 imo.ement jrojects that rulfill
the Zcilowirg two corditions which are consiQerec to pe essent.al for

-

effect.ve cevelopmert - bereficiary rvolveme-t and project viability

e ten Member States of the Purowean Cormuulty are pfe.g.l Jecrark

R Gerrmany France @eece Ireland, Italy ouxerbc g, the Mewner.ards
the Jmxted Kirgdoe

3 more complete pacture see Do COM(811220

avallaeble from the axiress cverleaf

"
\):}

g3
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The CEC cannot xrcept applicatuons alrectly from crgazuzations 1r qeveiop.im
countries who shauld, in the first instance, lnterest a2 T.repear NGO, cuae.fled to
Ll groyects, in its work Purthermore the CZC 1s tnatle to act as a

‘Broject mdrriage broxer” in this respect

Projects submitted for cofinancing shouwld aim at fulfilli-g tne basic neeas
of the most cepr:zved in the areas cf food prajuction ~ealth education ana
employment and 1 thas regard, reference will be given to multi-discip.oinary

intecTated projects

dpplicataons for cofinancing grants, crawn uw 1t an official language of the
Jurcpean Commruity, may be made at any t.me of the year ana should be
akaressed t©

Division "Non=governmmental organizations’ (0G VIII/I)
Orrectorate General for Development

COMMISSION OF TYE EURCPEAN COMMINITIZES

200, ruve ce la Loy

2 - 1045 BRLSSEIS

Teiephone 02 - 235.11.11 - extensions 54129 or 53¢l

Telex 21877 COMEUR B
Telegrams COMEUR BRUSSELS

where they will be examined 1in the lignt of their conformity to these
General Condlitions and 1n the context of available funas The '925 Bugget

al.ocation 18 MECU

Please acoress aul errjuiries azout the scheme T2 the aoove acress Infor-
mation may also be abtained from Delegations cf tne Commussion of the
Eurcpean Commnities 1n cevelopiny countries {see Annex VI) althox it shauld
be borre i1in mnd That the rile of the acelegations in the ccfinancirg scheme

18 consultative
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Eligibility criteris for NOs

Acplicataions for CEC cofinanclrmxy grants may De maae Oy DY SITanLzatlins

(1) which have a legal identity as non wofit max.ng, autoncmcus non-
govermmenta. Jorganizations .n a Comunity Member State anc

{12) which are clearly 1dentifiable as being European CormunnTy Organizatlions
in tha%, apart from meeting the legal recuiremerts in ‘i, asove, tnhe.r
head office must be established :1n a Coomouty <erber State and o
major proportion of their financial ard human rescurces must pe of

Commuun. Ty origin

In cetermining an organization's eligibilicy €5 receive financial ass.stance

consideration will be given to
the extent to whuch 1t 15 apie to medilize mivate support £rom wathin

(1)
the Buropean Community for i1ts overseas deve.cOmnent aci.v.ties
f11) <he pricrity which 1t gives toO overseas oeveLOpment asslstance
{111} 1ts previous exoerience in overseas assistance and, 10 part.cu.ar 1L

cofinancirg witn the CEC or simler schemes acministerec -0 the “embers
States of rthe Commuouty,

f.v) .ts efficiency as an organ.zatior and .S Casaclty To ens.oe tne
corretent formulation and viable umpiermertat.on of the rojects .t

Takes Or Supports, onh the initiative of the populazions concerned,

anc of 1ts capacity to meet the reporting and cther coligations

{vl] the nature ard extent of 1ts links with local courrterpart crganizaticns

in the developing countries,

the nat.re and extent of 1ts links with other NGOs from both inside ard

outside the European Community

{vi)

Axlications mane bv NGOs who meet the above recuirements, but who are i1
fact acting as age~ts tor other organ.zations not gualified o saomt
apolications and wno have ro say 1n the implementation and fuxing cec.sions
relatec to the rojects, will not be elig:nle for Community assistance

Project criteria

Ir oroer to qual.®v for cofinancirg assiszance fram the CZC, TCjects must
} De compatible with the develogment x)ectives of the rec.piert country

and have been, i1n principie, accepted Dv the gooropriate auther.ties in

the courtry concerneq,

36



reflect the [riorities ard needs of the beneliciary popdlat.on in the
countTy concerned &xd imvolve them 1n al: stages of a project s plann.rg

{a1)

1mplementation management and exploifation upon coarmletior,
{111) have clearly identifiable local partners

(1v) have clearly defined adjectives tnat are attainable within a specif.ed

tametanle

In apprass.g rojects the CZC will give preference to deve.omnment oriented
rather than to welfare/relief xojects arxdd, in particu.ar, <O WOJECTS wWhulh
(1) ramote the ecoromic and social progress of the mast ceprived sections
of the popalaticn especially projects acmed at wmpmoviyy their self
development casacity - 1n this regard the training and ecucational
content of projects will be of prume importance,

stremgthen counterpart organ.zations 1n develovlng countrles so that

{11)
[rojects can be sustained 1f necessary  after Conmmun.Ty and other
exzTerna. assistance has been phased out

(111) perrut, especially in the case of directly [Tocuctive rojects, the

acoumtation of financial resoustes ie g
can be reunalized for cther crojects
{(1v) exoect t© be vianle wpon coroletion,
{v! lemd themselves to renlication 1in contiguous regions

Arplications for cofinancirx; assistance may cover a variety of grojects .n
a wide range of fields, far examnle - agricultural development, scc.al infra-
stuctre, preventive medicine, vocational training, human developnent etc
On the other hand, projects aummng sclely at farmal echxcation, curative
mecicine and basic research, as well as seminars, study Tips etc  wlll have

a much lower mriority

Projects will normally be eligible for cofinancirng assistance ¢n a once-of:
basis only However applications £0or extensions Or URTOVEMENtS o exist.iy

rojects may be submitted Different aspects of the same overall i1nvestmen:

crogramme mIy e cofinancea by the CIT with different NGOs

Guicelines for the suomassiom ¢f amplicat.ons

O-ganizations maklryg an aml.cation for the first time ghall provide a.l the
data requested 1n Annex I Any changes :1n the i1mformat.on or.girally suppl:ied
shall be omriied ummediately to the CIX  In any evers, the NGO shall provide
detalls of .t8 finances and report on 1ts overall activit.es ammually

37
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Details cf the roject to be supported shall be suxmitted o~ the bas.s of
the outl.ne application contained in Annex I herewith rhe-e the aop.ication
for ccfinancirg concerns only a portior of a larger programme taul detas
of the latter shail aisc be provided by the NGO The NGO cha:s!i attach to tne
apolication the signed declaration set cut i1n Annex III

NGOs who orefinance £am their own funas, mrojects also siomatted for CEC
cofinancirg & SO or the.r own responsiSility Yowever, amolicat.ons for the
retraspective coflnanciyg of orojects which have, at the date of the recuest,
alreacy been substantially comoleted, snal: not be adrussible

Contributions £rom the CEC ang the NGO

The CEC will rormally contrioute Lp to 50% of the <ota. cost of a oroject with
an upoer cerling of 120 000 ECU a year for a max.mm of three vears (1 e a
maximm of 360 000 ECU )* On the other nand apolicaticns for grants of less
tnan 1Z 000 ECU shall rot be cons.aered*  The CZC CIrT.ouiucn may except-
wcnally cover p to 75% of the total costs .n the case ¢f crojects to be umm.e

A

s
mented in least develooed countries or in least develooed areas .n other

ceveloping countries

The total COC contribution $o a Irogramme emoracing a ruwees of projects
sucrutted by different NGOs may 1n exceptional cases exceed the maxamur of
360.000 ECU qwoted in paragraph 1 acove without, however, exceeciryy tne

overall ceilirg cf 720 000 ECU

The N shall zwoviue a full breakdown by amount and source of all contri-

butions to a project
The NGO contribution may 1nclude fundiryg from 1ts own rescurces, from other
NQs, from govermmental cocfinanc.g schemes arnc from the local beneficiaries
fincloding ptuic funes:  Projects with a preaoaunant Commr.zy financ.al
comonent w:ll be g.ven preference

In allocating 1ts cofinancing fumas the CZC shall guve prior.ty 0 projects
where the own ron-punlic NGO Zinancial contribution s at least 15% of tne

total cost

* as CoC conur.butlor to orojects will be made 1n the carTenc of the Meroper
State of the NGO aul applications and relorts MUSTt De exoressec 1 <-as
currency The ECU s a 1ntermal Commur.ty accounting ca.cuiation  the
value of which fluctuates according to market trercds Its valwue 1r cerms
of otner cuwrencies 1s pub.ished darly .n the Cff.cial Jourma. of tne
Duropean Commur.ties and bv the financial press

** See howaver Section IX Delow

38
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The total costs of a project may include the follow_ox

- Project plarm.ng costs {swoject to a ma<sam of %)

- purchases ard transpert costs of equipment, mater_e.s and sTpiles

- construction and other related COSts

- remuneration £for personnel d.rectly and swosStantially .rvelJjec in a project!
irplementation on the Spot,

- a project’'s start.rg-un, as dist.nct from Lts nwit.y COsts

- provisions for wrflation and contingencies,

- all cther costs necessary for the umleme~tation of tne gwelect,

- the NGO s hame office, admunistrative I1NCIUCLIG SCTONTLY; IOStS (swoject
to a maximm of &%)

- the NGO's costs for aevelopment edxation worXx .n e Buropean Comuanity

related o the roject {susject to a maxunr of 7 5%)

™e CIC eqgressly reserves the right to reduce or exc.xue Tl tne total co8ts wnote
elements of a projecs, for which maximum percentages ars .nd.ciated decerxurmg
or tne nature of the project Its Dart.ClSaT.Or .L 5407 COSTS S~a.. De on 2
pro raza ancd cofinancimg bas.s The osort.on ¢f the ota. COSTS taxer Uo

ov the starTirg-up costs, nflation and contingercies shal. IBI.ect tne =anure

anc &razion of tie xoject.

The CZT may accept the inxclusion 1n the tota. costs ©f a project, mov.oea they are
auly justifiec, of the estumated cash value of in-xird contributions such as lana,
lacour etc as well as the estimated cash value of exastirng infrastructure or
reviocusly molemerted related projects provided they are less than two

vears oladr

In max.ngy an applicaticn the NG shall conform that .ts contr.buiion to a
groject 15 assured Uncer no curcunstances shall tne CC8 contribotion wder a g.ver
contract De lrreasec once the sa1d Cortract has been sichea While for the rarger
crojects ™ be Jmuiemented over 3 nuonber of vears, the NGO mav De unabie o
orov.ae detatled costimgs for al: aspects ¢f the zroject the est.mates rust
reflest tne realitv of the findim situation In this regard therefcre

Eovisions for .nflaticn anc contingencles shc.d D8 taxken 1°T0 acsount

For mrojects 1mvolvirg excenditure on egulmert and consTruction the N

*In the case of land ard 1-frastructure aoccume~tary oof of the estimated
vaive 1s =0 De incluced
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shall taxe all steps ™ ensure TNAt ThaSe MAterlia.c &8 "¢ i~ slTal.e
-1 terms of guality, cost adaptation %o local neeas, ava.ab 11TV ma.mtenance
faci_.ties and contr.buticn w the froject The NGO shal. mCrmativ gu e
~r2ference %W equimment ad materials of local origit where trese COnNZIt.COns

are fuif:lled

T™he NGO shall indicate grecisely, either by arount or percentage for wmuzh
comoonents 0f the project the (EC's particilpatuion 15 T2quested

Aoxralsal

THe croject submutted by the NGC snall be apmraisea o tne staff o

for the puroose of verifyiwy that

- the applicant NGO 1s gualified to suomit projects zor coilnancirg

- the application 1s compatible with tre deveroorent ce:.Cv of <re Zurooean
Covunities and 1s 1n accordance w.tn The criterla l.osted aocve

- the funds t© pe mooalized are ZETORT.ETe tC The awms o W

Tre _r.t.al applicat.on form for the suomiss:icn cf o
-eCessas™ e surolementec anc/or AMeTRES I\ MuTud. oG ewd

axx the CX,

-

The ~oiZinanclig Contract

1f on completion of the apcraisal the CEC apgroves the project, a cofiranc.ng
contract shall pe drawn up 1n twe criginals to be signed oy the author:ized

representatives of %he C8C and of the NGO respect:vely (see Annex IV}

T™e signatory NGO shal: ce solely responsible to the CIC for the :moiementation

cf zhe whole contract, for .ts eifectiveness for al: f.nancial ascects thereof
£ the persomnel _Tvo.ves .n LTS

and fer tne suitacll .ty ama gqualifications of
wrolementation In aodimior, the signatory shall corfom wo the ZIZC tae

frecise natuwre ¢©f 1ts relatiorship w.oth all 13s partnerss rvolvexz

All eguioment mater.zls bul.clmgs purchasec with the 0 contooution shacl

re~ain the grooerty of the l12¢cal partner of the NGC wne shall not oe a sr.vate

a.vidual (8)
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Pavment modalities - Procress Reports

The conzribution fram the CGC snall be paid in @ or "ore .nstalments as
spec:fied 1n the contract letter CEC Smas sran. only oe re_eased on e
basis of a request showlng e.ther that the JgTuereriat.on as alssady
commenced Or 1s cue to commence 1ln less than three tonths from 4ne cate of
sucr request and 1na.cating how the CX funas wi.. De usecd The f.rst 1nstal-
ment shall ot normally exceed 60 000 ZCU mor 3ux cf wne total CZC corzmics-
ment except where it 18 estaclishes that the fuil contr.ourtion shall pe wsed
withir s.x ronths of cayment The contract may De wilaterally cance.lec ov
zhe CEC 1n the absence cf a call far funds by the G0 w.thir s1x mntns frem
the date of the transmussion of the contract letter by the CZIT tc the NGO
in principle, ro sirgle project will receive pavments exceecing 120 600 ZCus

per anmmum

Turther i1astaiments {where applicanle, wiil 2e paic —ut &y e CZC, ~wrrally
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atr mune monthly mntervals and upen receipt of tne NGC s SrSlect TUIITess recort

-

the puroose ¢f which 18 o irdicate the state cf ac orconant of The roject,

’

the uses to which the revious CIC 1isStalment ang STher I.JoKGs mave besn ut

isee Ammex V! and a recuest for furmdig the contir~uatior of o2 ri_sme-tat.on

- -~

£ wre zwoject for the fol.owing mene NOm ULy ETLIC

For projects ¢f a capital works or capital ecwpment nature he CIC mav wizhhoid

the £1nal 5% of 1ts contribution cemning rece.pt and apccovan of the NGO's
project irmlementation report which should include, 1f specifically requestesd
by CEC, a full set of copaes of all the Lnvoices (see Chaprer VIII below)

The NGO shall immechately inform the CEC of any delays in the envisaged time-
table which would enganger 1ts origlnal oojectives

The NGO shall inform the CX of anv nterest accruing to CXC fuds alreaay
aavanced Any such interest must after consultation with the CIC be used o
c.rectly further the roject's aims and objectives In cases where such an
Lnterest 1s NOt requrT far these ourposes, the NGO sha.l rez.rr the sams

inwlved to the CEC

Inolemertation anc Ooerat.onal Reoorts

Cn camplezion of the worxs for a gwojec:t which 1s the swlecst ¢ a

ccirancing contract, the NGO shal. SWrut & projsct vmleme=tzt.om reposs =5

pulllV

e CIX This report the purpase of whiCn 15 o erac.e whe ZC o verid

—hat the Iroject was carried out 1n accorcance witn the VrTalt, st glve a
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commiete account o0f all aspects cf the WoJeCT Ol wJThases laxour
emolovea, imvotvement of the locar populatior and awt-cr.t.s2s, expecrtea
vabiriity etc The financial accamt.ng relatec ther~ts s-o.la De basea on
Annex YV The N shall unless otherwise specif.ed i1n the contract suomet
the xoject _rpuerertation repert not later thar cwelve I00TSs S2.10=17G
payment of the finai CEC instalment Where a preject .s rro.emented for lass
than the original eswumated cost the NGO shall automatical.v return tc whe
CZC, unless otherwise cxrvened between .t and the CEC all unuased roa.es o

the CZX's contribution inclusive of accrued interess

The NGO shall grepare also an cperational repar:t on the funcuoning ¢f the

~

Foject two years followirg the presentation 0f the project umlementaticn
report This ocoerational sepcrt shall zave an aczount of tne effecw veness of
the completed project from the tecnniCa. eCOroius, SOC.a. anc “JMan-tarian

angles zarsiculariv as regards i fu T.om.g and ma.-tenarnce of the orc ect

ﬁwf\?]

and stall thus be centered on the f0llu-1Ng TwO K&V aspects 0Dw.atlld

1~olvement and viability

The NGO shall ymmediately inform the CIT of amy difficuities or ae.avs L
the .mulemertation wnich waaild maxe 1t :moogs.bie O rescect the report.ug
zimnetable

Block grants

Projects for wnach the amount requested from the CEC lies in the range from
2 500 ICU w 12 000 ECU may te oofinanced as part of a biock grant tc
Certain NGOs, oaragrach IV 1 above routwithstandirg Mu.tiannual grojects are
not elig.ble for block grants

Except where otherw.se soecified Delow tne General Corc.t.Ons siha. apcl.

1n fuw.l to bleck grants

21 Ad Cnagte~ I
To quallfy w acaly far plock crants NGOs must .1 aac.-.on have a2
satisfacor exver:ence of oof.nancing w.th the CX for tne last three
consecut.ve years ireceding <he year cfiapl.catuar The Z.C shali. Taw I
an danral List of NGOB meet oy this regu.rement andd cha.. Jevicually

mnform el.y.nie NGOs of the amourt they carn Jecuess



2 2 Ad Chapter I

Preference shall be gzven to mgrojects wiuch a 3t «S5.5%1ng COUnterpart
organizarions in aeveloplng Countries anc two projects for the suooy of
small scale equiprent and human cevelopmert

2.3 Ad Chapter III

Arolications for bleck grants shall include a briel Justificawon cf the
idivialal rojects This justification, which replaces the outl.ne
acclication form 1n Annex I1I, shal. .uxucate tne locarior ¢ tne rIject
the loca: partner and other agencies 1molved as well as 2 descriptuion
of the action emvisaged includ.ng the timetable, ~eans and setiocs Of
implemertation, ard the financing plan The full xoss.2r snall ce xept

oy the NGO in i1ts head ofifice.

2 4 Ad Ohapter IV

43

NGCs advised by the CEC of their eligibility, =2y reciest one or more bhloy

Srants .n a year O to a maxJmm 0° the.r a.locatiior —owever e

- — - e - Ams s meeema

bl
wotal ToC cortribution, . whe fom of ook
—~—

shall not exceea 150.000 2CU 1n a year nor 75.000 ZCU —er recuest In
cermining the level of hiock grants the CEC w~.ll take account cf the

~ o, ~ - — - -
- e 3 eel

annual asverage level of :1ts [revious cofinancing grarts o the NGO concerred

The total amount of fimds available for block grart cofinancairng shall not

exceed 20% of the total Commmity Budget for NGO cofinanciry

2 5 Ad Chaprer JVII

The contribution from the CEC may be paid :n one instalment xov:iced a dul,

documnented recuest Ls made
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Accourting control and on-s.te ver _f.catior o€ orovects

The financial manayemert of a groject shall OS¢ ekam.—=2d v wie TIC zcr we
purpese of ensurirg the acouracy ¢f tre acoourts TO fac.._tate Inlg
control the NGO shall mainta:n separate LooOK-keep.ig I.I €320 Jontract

All experditure urciertaxen by 1t related to the uUmp emertdaion Sf @ xojec:
shall require a surpar-.ng cocument and explarawr cormerts, the references
of wrach shal. be sugplied with preject rogress Or JnoL&EenTation reparts
relat.rx, tCc the contwact rhen requestaed to & so by e CIC, .t shall
provice certified cooies of these cocuments anc shall 1xd:care wnere tne

originals may be 1nspected

Wnere the CC considers 1t necessary to carry Out a check Sr an accountirng
conzrol on the irvlementation ¢f a2 xcject, 21lther i the cifices of the N
or at the mroject lecatior, the NGO shall at all tames ass_ st tne officials
charged with thais functior ard shall (ive <rem 3CCess W orer.Ses  OOKS

ACCOMNTS, SUEportinyg cocuments Sd a.l se.evart 1nformat.or relatury to we
project _n cuestion The NGO shall ewwre wwrat the

a.. supporting documents for the er.oz I e 2.l T LI T2 coruracs

(see Paragrap- XII.l pelow!

ST3u. LEVEeE aCCess To

f

b}

The orovisaons of the last parayraph of Articie 82 of tre “Lnancial Reqgula
~ior 0f the Buropean Commm:ities which states

‘The grantiy of aid o bodhes outside the Institutions shall be supject
to the agreement bv the recipients to an audut beirg carried cut by the

Court of Audators on the utilizawtion cf the amounts granted as aid *

shall apguv t© cof.inancing contracts between the MGOs ana the CZX  tne
contripution of the CEC being regarced as a.c for tnis ourpose

Srolect EVAL L tion

The effective~ea.s anc efficiency of coi.lnancec nrojects the aegree of

imoivem -t and thelir viability ~ay subsequert.y De the swject of

such evaluaticr shall oe uxertaxer {o.lowlng consw_tawmor

popular
a joint eva. .a o
between the NGO ana the CIX In mrinc.oue  the M0 snha.. sexd wo the CLC
reports of evalu3ation 1t carries odt wllaterally or rolecss wn.ch have oeen

cofinanced ~12n the CEC

=Cffic1al Journal L/356 of 21 Cecerber



XZI Genera. Provisions

1 The contract shall enter inte force an the cay of receipt by zhe CC of wne

contract letter countersigned for agreement by the NGO

2 If an NGO does not cormly with 1ts cbligations weer the conTact, the CIC
has the faculty to susperd or even to term.nate the contract w.Thoul [Tevicus
notice In that event, 1t may 8top payment of 1ts conTribut.ons whoily or
in part

3 The CEC reserves the right to cemand the partial or total repayment of
payments alreagy made 1n case of a breach of conwact by the MO

Such repayments 1nclus.ve of any ilnterest accrued, must De rnage immed.ately

upon the nowification o the NGO of the decisicn taxen pv the CEC

4 In determunimng whether the contract has Deen cam.lec -1th by che NGO, the
CEC will duly taxe into account the prainc.ple of ‘force majeure!

5 Disoutes 1n connection with the contract whach cannot oe settiled by mutual

agreement shall pe referred to the Court ¢of Sustace ¢f the Z_rocean

- -
[Gle o 1 Sy Py -3

III publicaticn of conTacks

The CIX shall draw up an annual list of cofinancing contracts entered .nto
with NGOs which shall be circulated among the NGOs and the Imstitutions of
the European Communities and also to the Embassies of the reciplent countries

accredited to the European Communities.
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~ >\ T
NGO DATA SYEET
1l tame
2 wead Office 2ddress
Teiephore, telegraph and telex o
4 Deta.ls of sub-cffice
S Legal Status {and regastration mumoer where avar.ac.e! ()
€ Chief Executave COfficer
7 Staffimg L otime rPart time
Head Cffice
S Cffices
Cverseas
8 thembership/ Aff.liatican ©f cther cevelopment re.ated organizaticns
Main development actaivities (2)
10 Fipancial Data (3)
il) Comn cf relevart statuzes anc/or art.cles of associac.on te e attached
{2) Cob.es of annual reports for past 2 years to be attachec ard znereater
surm_tred anruaily
{3) ™l detar.s of «he flnancial situaticn - incane, expend.ture etc -

for wie past whree years to be attacnec and thereafter somitted annual:iy
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AXZTX TT

PROJECT DATA S-EZT

I GENERAL INFORMATION AMOUT THE PRQJIECT

Title and cetailed location of the project (map cf regicn o pDe attachea)

[

2. Background and hastory of tne [xroject.
Resulcs of studies carriec cut .£ apolicable atzach relevant sec-ions of
sxch stxiies, coinions of aovasors and/or pelic oodies

4 a) Person responsible for the preject 1n the NGO
b} Crganizaticn or person on the sot respens.ble for the roject

5 Project compatibility with the pians mriorities and neeas cf tne benefician
country

6 Eviderce of the roject's acceotabrl:ity ™ the relevan:t local author:it.es

II DESCRIPTICN OF AND JUSTIFICATION PR THE PRQJECT

1 Description of the project includ g
the ex1s5t.75 slTuator anxa now the reject will imorcve

- short cutaine of
thlis situatian
persennel resgcurces (expatriare or .oa ) and technugue,

- plans or sketches cf oposed Dw..C." S

detarled estimate, 1nlcud:ng those parts funancec Dy cter sources than
the CEC and a provisiona: calercar for the work

2 Justification for the roject

2.1. The involvement of the local population and their rmitiatives curirg the
conception, 1mplementation and operation of the project

2 2, Vaability of the Ixoject after imlementatacn

-~ technucal viability

(management operation and maintenarce of the aroject)

+ Y

- socic/economic and/or financial viasil.zv

{origin of the financial means necessary £or the maintenance and

operation of the rroject ang an .ncane plan for mwoductive projects)
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FINANCIAL DETALLS

Has the project already been [Treserted for cofinancog o ozher eithers

1
ubllc or private bxdies”
If yas what was the outcore?
2 Outline
I i |
! Headirgs ' Tota: cest | CEC contrubumion | NGO coreributien !
I ! f !
! ! X NGO !loca.' ana/or ow.er |
; ! | o foxs) | \COD&CEt&ll")s
] t ! !
3 Ereaxdown NGO cenitribution

(local and/or otner 1ncluded)
Reguested contributicn of CEC

Total value of project

IV ADMINISTRATIVE DETATLS

v

1

Rate of exnange between the local currency anc one nET.o~
the Mermoer State 1n whicn the NGO has 1ts mawn cff:ice gu

Requested calerdar far payments
Nare ana xXxrress of the bank with the account numoer to which the Community

(S }1-
g
P
th
3

contribution shoulcd be transferred
Specify unaer which Member State law the contract will be adimistered (1n the
absence of swch information, the contract will be automatically considered ©o

be uden Belgian law)
Name({s), position{s) ard signature(s) of the perscn{(s) authorized to sign

a cofinancing contract with the CEC

CTHER ORSERVATIONS




DECARATION CONCERNING THE GENERAL COXNDITI
PR COEINANCING

This Organization (name and addresas) . . .

sesresentad by (name and position) .
declares that 1t accepts the General Conditicns foer cocfnanc.ng contracts

rerween the CEC and N8 If 2 cartract 18 concluded, thease Ganeral Cond_t.ons
shall form an integral part of the contract

;‘i

{Signa

49



Mo IV

CONTRACT
Detween . representec by - whe NGO
and the Eurcpean Commmities recresented by the Commussion
of the European Communities, the ratter represented
by .. . . - the £C

200, rue Ge la Loi
B - 1045 BRUSSELS
relatarg to the cofinancing by the EC of pmroject ONG/

1 The EC herew:th undertaxe to provide a financia: contr.buzion not
exceed.ng towards the umlementaticn of the said

project upon condition that the roject is carr:ed out :in accordance

with the NGO's apolication of

as (wnere necessary) amended by letters cf =d sumject to tne General
Conditions of csfinancing wmich have besn acceptad by the N

The NGO may ot aercgate therefrce w.at~out the XT.or ogrezmenI Lo

writig of the EC

2 T™e I£ conomioticn shall pe pa.d as fol.Ows

2 The NG accepts 1n wto and unreservedly the financial, reparting,

accounting, control and evaluation requuirements of the EC

For the NGO Faor the EC

Name
Posizion

Date

50
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ANNEX v

HOW TO PRESENT THE FINANCIAL DETATS IN PROGRESS MDD IMP. T=TWTATION REPCPTS

Breakdomn

Total cost of projecs XX conmribetion . NGO centribuc.on (showix the
fferent sources)

Pavment of the CC contribution

date received amxmt 1n national currterncy

Excerditure 1~ Durcce (CEC ané NO)X

date amxunt

(for progress repoarts basance)

Transfer to the praject {CEC and NGO)

cate anount 1n national currenc amorst wn local currency

(for mmogress reports balance!

Dxserc.oure . n the bepeficlasv conTy (U e &8¢

amount in lecal currerncy (totals and sumtozTals also in nationas
currency)

cace

(fer progress reports oalance)

oo e completed 1n the attached tahie

51
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Langa “:

DELEGATIONS OF THE COMMISSION

Algerna Congo Cuvand
36 Pue Arerki ADr Av Lyautey e B A - Suee Sy~ Lummingsourg
Hvora Aiges near Motel Menrmen 2 c x _o=" Ces getowr
Tel 550822 — 590825 — 530942 8 P 249 Brazzavite T 587933 - 626 5 - 84 20¢ —
Telex 52246 tURAL DZ - ALGERIE T2 813878/81370G 65 424
Telex 5257 XG DELEGFED Tetex 2258 DEEG CY - GEOAZETOWN
Banglaaesh BRAZZAVILLE
EEC Othice House CESIE} 1B Egypt India
Aoac 128 - Guishau Y Ta 230 a -~ 18e
DACCA 2 4 Gexnrg Stree  Bih Fioor é; Q: aDr;:iE\eatrc oor ®
Tel 800564 600552 Cawo Zamalex T oulexvarun
Teiex 642 501 CECO By Tet 808388 699383 New oein 1002
Teiex 94258 EUROP UN CAIRC ~e 1323500
Barbadas EGYPT Telex 3 5151 — 31/5386
Sumet “ouse Fawcnid Sireet
.~ Box 85¢ C Brogelowr Ethiopia tsrael
427 43621429 7103 Tedla Desta Buslom ,
S-reiex 2327 DELEGFED WB Africa Avenue (Bowe Hoad, 1s1 S0 ¢ P B 1Ba gviro Enam 1 guse
BRIDGETOWN PG Box 5570 Adcis Aoada AL
Tet 1525 1% ! 268 ! 582 2
Benn Teex 23135 OFI EG7 IR — eex 34 208 DELEG L
Avenue Roume  Batrmens agrmmsirand ADDIS ABABA
8P 3'0 Zotonou vory Coast
Tel 3 268- 31287 Gabon imme.oe ~IUR 3¢ LRCZIT 8
Teiex 5257 DELEGFEC -~ COTONOU Quamer Battene 1V 5 KI  adgsr O
Loussemerr des Cocouers Te 12 ¢~28 ~ 332928
Botswana 8P 32 Lioreviie Tawey 3725 2ELCEE — ABIDJAN
2 A Bes 253 Ter 722250
Aamorens Sos ars Teier OELESFED §51 L'
o Eiaee T SBREMLLE amac?
Teiex 2402 DECEC GABORONE Loge g Syt T hs 00
Gambia Jxtore ARG J ¢ Hooe Ao
P 7 30x 3% Xingswon 5
Burund: 10 Cameron Siree T~ 82 2303C 92 9303./92 93032
Avenue P Lumumba 52 °0 Box 512 Banu' relex 235 DELEGEC < NGSTON 5
3P 103 Suyumowura Ie‘ 777 - 87 &3
Ter 34 76/32 25 iciex 2233 DELCOM GV - BANJUL
Telex 3 FED 8DI - BUJUMBURA Jordan
Ghana Shmuisam Wadh Sagra Circie Amman
Camercon The Round House 65 Cantonments Road r;;? Gesozé 195?,76%481 92 Amman
ARTIER BAST Cantonments Accra = )
’E_ig 847: Yiousna?s T4l 74201 - 74 202 ‘l;glﬁeais. 260 DELEL /A 'O AMMAN
w 22 387 2273367/222149 Talex 2069 DELCOM ~ ACCRA
1 elex DE_EGFED 8298 KN
Y AQUNDE - CAMEROON Guinea Kenya
C ommission Natronal Bank Buiding
Cantrai Afncan Republic Centrai Mai Deparment Harambee Avenue

20O Box 43 19 Narob:

Que ge Flanare {Oroiomanc Bag Secuon — B 1/.23) e
3P 1298 Bangu Rue 2e 'a Lo 200 1048 Bruxelles Tet 333592 e
Tee 5 3032:6 0% .3 T 3p 325 461382 Tewer 22302 DELEGFED — NAIRQOSI
Tesex 3231 RC DELEGFED — BANGU! {Conakrv/Guinea)
Telex 6§28 DELEUR CKV -

Le~anon
Chad ~ -

Ce e GEFINOR Rue Clémenceau Bioc 3
Lot 7 ors Hlot 25 du Quarmer Guinea Bissau 3* erage
résigentie! Rua Zduaran Mandlane 29 g2 ~008
BP 552 N Djamena ( aixa Peosiay 359 Brssau Beyrod in
Tel 227« 2276 Tet 2133607212878 el 38 3030/3" 32 356475858
Telax DELEGFED 5245 KD ~ N DJAMENA Telex 40 PUBLICO 8i Tews DELZUAR 23367 L ou

CHAD loor Delevane CCC O =UR 72177 £



Lescotho

2 C Box MS 518

Maseru 00 Lesotho

e 23726

Telex 351 pb DELEGEUR — MASERU

Libena

34 Payne Avenue Sinkor
PO Box 3048 Manrovie
Tet 207778

Telex 4258 DELEGFEC L —
MONRCOVIA

Madagascar
immeutse Ny Havana

8 F 746 Amansnafnvo
Tel 242186

Teiex 22327 DELFED MG —
ANTANANARIVO

67 hectares

Maiswn

Lmgaaz mMouse
P O 8ox 30102 Caowai Crty
Llongwe 3
Tet 73G255 730.73/,730583
Tetex 4250 DELEGEUR MI —

™ (ONGWE

-
Mali

Rue Guégau Badaiebougou

BP 5 Bamaxo

Je. 222356/222065

Tewex 226 DELEGFED — BAMAKO

Maurtanie

&MV 3 22

4 2 Nouaxgnotr

et 8272412722

ser 323 DELEG MTN —

cmrTHCTT

(5 XN

t

-t -t 0

AL

Mauntius

6 /83 rcute Floreal Vacoas

PO Box 10 Vvacoas

Te BES0ES./B65052/8650863
Tetex 4282 DELCEC iW VACDAS

Morocco

a Zanxat Jaafar As Sadk
B P 1302 Rabar Agdal
Tet 74285/738 15
~Telex 22620 RABAT
7
~ Netheriands Antiles

Mgr Kieune ~weg 24
PO Box 82«
Willervstagd Curacao

Tet 250864 — 264 23
Telex 089 DELEG NA —
WILLEMST AL

Niger

8P 10388 “iamey

Jel 722360,732773

Telex 5267 Nl OELEGFED — NIAMEY

Nigena

or 12 Victoria Isiand
P\ Sag 2767 Lagos
Tel A 7832,810857

Terex 21c=3 DELCOM NG LAGOS
NIGERIA

Pacific 'Fin Samoa Tonga Tuvailu and
Vanuerty)

Dominion {2use 3ra Floor
Private Mar Bag GPO

Suva Fidy
Tei 31 3€ 33
Teax 2311 DELECOM FU - SUVA

Papua New Guines

Pacrfic view appartmen s
Btn Floor

Pruth Street Korobasea
Tel 2562 22

Teiex NE 22307 DELEUR -
PORT MORESBY

Rwanda

Parceite 471 Avenue Deputd

¥ amunzing:

B8P 515 Xwal

Tel 55 86/55 89

Telax 515 DELEGFED RW — KIGALI

Soiomon islands

P O Box 844 — rHomars
Tel 765
Telex 66370 ~ DELEGS!

Sensgal

Avenue Albert Sarraut S7 (2* etagel
BP 3345 Caker

Tel 211324,215777/21797%
Telex 440 DELEGSE — DAKAR

Sierrs Leone

2 Larmng Sankon Street

P C Box 1399 Frestown

Tet 23878 - 23025

Telex 3203 DELFED SL - FREETOWN

Somasha

Via Makxa A Muxarniam

n® Z A/

2 0 Box 5«7 Moqaciscic
Tel 2 8,2 (428 3
Teiex 628 €D MOG SV —
MOGAD'SCIO

Sudan

16 Streat No 3 New Extension
PO Box 2363 Khartoum

Tet 4dd4 B5/445 10/446 75
Telex 24054 DELSU SO
KHARTOUM

Sunname

Dr S Reomondstraat 229
PO Box 484 Paramarbo
Tel 993 22

Teiex 192 DELEGFED P8O —
PARAMARIBO

Swaziiand

PQ Box A 36
Mbpabane Swanland
Tet 42908:42018
Teiex 2133 WD
DELEGFED MBABANE

Syna

73 rue Rachws

PQ Box ''289 Damascus
Tet 3358281 22000
Telex 412918 DELCOM SV

Tanzena

Exteicoms House 91+ Floor
Samora Avenue

PO Box 3514 Dar as Salaam
Tel 31352 .82

Telex 41353 DELCOMEUR ~
DAR ES SALAAM

Traidland =3 ~ e Dmegaton in
Sou = 670 See ™ Zast As o

Tma b n oz~ Eane 5.0Q

e 13 T
3« <=~ a Tha: 32ad
Sangk e

4

2
Tawex 8276~ COMELBK TH

nue Se Coads 22

B3P 1837 _ome

Tel 2 o8z 2 0832

Telax S2€7 DI EFIDTO-.OME

Trniwdad and Tobago

2 Thamps £ ysees

Long Tircuiar Marav

F O Box 424 Co~ of Spain
Te 82 26823

Teex 340 DE_ZIGFED WG

Tumsia

Avenue Jogu—aa 21

8F 3 Beivoodrs Tums
Tg' 2825 3¢

Teen 33595 — TUNIS

Turkey

13 Bogaz Soxax
AAVaxignre s~nxara
Tet 27843 276 46
Telex 22819 ~7BE TR

Uganca
-Guencz ComTercial Bank Suilcing

231 2

Kamcaia Roac 5th Floor
P C Box S/i-- Karosla
Te 23301 .3

ex & 33 TILIUR - UG~ —

N - -

Uoper Vorita

2P 352

Quagaaouagou

Te' 236 346 236 348

Tetex 5242 DELEGFED UV —
QUAGADOUGOU

Venezueia HQ of the Delegavon
for Latn Amencal

Quinta Srenverda
Jaile Arnoa Caile Colion
Distmto Sucre
Caracas
Te: $25056/323967/914707
Telex 28336 COMEU VC
-

Zaire

7 Av ges “rots Z
8P 2000 Kirsmasa
Tei 32718

Teiex 21560 DECEKIN ZR KINSHASA

2ambia

PO Box 3487,

Pig1 4898

Brentwood arive

-usaxea

Tat 250308

Teiax 40-4C JECIC ZA — LUSAKA

Zimoeowe

£ Q0 Box -252

S.api v RO se (9 n Flour
Az Samcra Mac et Ave

narara
Tel 73 713 20 3% 40473
Telex ~ 81 ZW ~ARARE
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55.

REPLIES OF THE COMMISSICN

]

The Commission would first like to make several general comments on the

report as a whole, after which 1t proposes to comment on some of the

Court of Auditors' specific observations.

I. THE REPORT IN GENERAL

a)

b)

c)

Although the Court of Auditors' audit covered a significant number
of projects (some 270), the i1ndividual critical observations cannot
be applied to the whole of the sample examined, let alone toc all

the jointly financed projects since 1976 (roughly 2 000).

In some cases the Court of Auditors implicaitly applies the revised
conditions which came into force on 1 January 1982 to projects
financed between 1976 and 1981. The revised conditions demand a
more detailed and thorough presentation of projects and the various
reports But of the 270 or so projects included in the sample only
37 were jointly financed after 1 January 1982.

The Commission acknowledges the pertinence of some of the Court of
Auditors' observations and considers that these constructive

criticisms will help 1t 1n 1ts work.

However, 1t still has the 1mpression that the report systematically
omits any positive reference to the operation of the system as a
whole. The Court of Auditors nowhere mentions the strong points of
NGO projects, which are universally recognised (including by the
Court of Auditors i1tself 1n 1ts on-the-spot mission reports) For

example
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- the great majority of NGO projects are successful, which 1s not

always so 1n a field as difficult as development,

1n most cases the procedures for selection by the Commission and

implementation by NGOs are flexible and swift,

many NGO projects are carried out at modest cost, often well

below that of "conventional" projects,

NGO projects are designed to aid the least-favoured population
groups and are 1mplemented by non-profit organizations, 1t 1s

therefore quite understandable that the degree of refinement of
the accounts contained 1n their reports will be Llower than that

of commercial undertakings with their different structures.

To sum up, the absence of any mention of the specific strengths
of NGO projects 1n general tends to make some 1solated weaknesses
conspicuous. Such a presentation 1s once again open to the
danger of generalization (see, 1n particular, paragraph 67

"Conclusions and recommendations" of the report)

d) The description in the report of the selection and appraisal of
projects by the competent department (paragraph 32 and 53) 11s

superficial The Commission would point out the following

- The selection criteria, as objective as they can be, do exist and
can be found in the text of the General Conditions They were
finalized after wide-ranging consultations, both within the

Commission and with the NGOs
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- The purpose of the "selection meetings" 1s indeed to discuss,
within the team, the opinion of each administrator, 1n order to
secure as objective a consensus as possible, under the direction
of the senior officials in charge to ensure that uniform methods

of selection are always applied.

- Geographical balance 1s not one of the selection criteria, at
most 1t might reflect some concern for eguity it counts for

very Little 1n the choice of projects.

SPECIFICS

Paragraphs 7 and 8

Geographical balance has nothing to do with the fact that the ten
biggest NGOs received 38 % of the total funds allocated The
Commission 1s, however, aware of the i1mbalance and 1s trying to
correct 1t by diversifying the NGOs. But the fact remains that the
bi1g NGOs have the edge on the small ones, mainly because of the
larger number of projects they cam put up for joint financing and

also because of their better management organization

Paragraph 24

It 1s true that there has been some retrospective financing with
OXFAM. But many of the decisions were taken 1n the days of the old
General Conditions, which did not rule out the financing of projects

already well advanced

Paragraph 27

The changes made from 1 January 1982 in the General Conditions have
produced 1mprovements not only 1n theory but also 1n practice But
n view of the many different NGOs i1nvolved the effects of these

improvements will work through only gradually
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Paragraph 29

The Commission realizes that the risk mentioned by the Court of
Auditors does sometimes arise, that 1s why 1t 1s endeavouring to
apply Article 3 of Chapter I of the revised General Conditions with

utmost vigilance.

Paragraph 32

The Commission would refer the Court of Auditors to section (d) of

1ts general comments.

Paragraph 34

34a) It 1s clear from the project fale (NG0O/28/79/B), and especially
from a more recent Delegation report, that the Malawi printing
works referred to by the Court i1s i1ndeed a non-profit-making
organization. This status does not prevent the firm from
marketing 1ts production to meet as large a proportion as
possible of 1ts operating costs. Under the General Conditions
NGO projects must be economically, financially, technically,
sociologically and culturally viable and there should
accordingly be a guarantee that projects will continue at all

Levels after external financiral or other aid has been withdrawn.

34b) It 1s true that 1n 1979 the Commission, by way of exception,
jointly financed a project 1n the United Kingdom (NGO/98/79/UK-
QXFAM) But 1t 1s clear from the file that the final
beneficiaries of the results of the project (vegetable research
and a bank of vegetable root stocks suitable for cultivation 1n

tropical countries) are the developing countries in general.

Paragraph 35

The first sentence ("The Commission 1s not following the principles
of sound financial management 1n paying 1ts subsidies to the NGOs™)
seems to be a rather sweeping statement The Court's comments are
relevant only to payment of the first instalment of Community
assistance where the project 1s just getting under way. This
actually constitutes only a part of financial management of jointly

financed projects.
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The Commission has nevertheless been trying and will keep on trying
to apply this clause of the General Conditions more stringently, 1n
order to acquire the flexibility and speed needed for realistic and

effective cooperation with the NGOs.

Paragraph 36

The Commission shares the Court of Auditors' opinion that a
proportion of the funds paid to the NGO for this project
(NG0O/48/78/B) ought to be paid back The department concerned has 1n
fact demanded repayment from this NGO, with which the Commission no

Longer work

Paragraph 38

The c¢lauses of the General Conditions concerning bank interest came
into force only on 1st January 1982 Since then, payment of
Community assistance has been subject to submission of a duly

substantiated application

Paragraph 39

The Commission will continue to ensure compliance with the rules
governing interest, but will also continue to apply them flexibly,
with due consideration for the specificity and diversity of the NGOs
Prefinancing by an NGO 1s not 1n 1tself objecticnable, 1t may on the

contrary be a sign that the NGO is keen and 1n good health

Paragraph 40

Subject to compliance with the rule laid down n Article 1 of Chapter
IV of the revised General Conditions, a special decision to meet over
50 % of the total cost of a project depends on the authorizing
officer's power of assessment, which he exercises by checking 1n each
case that the criter1a established by the General Conditions have

been met
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Paragraph 41

The Commission has plans to install a computerized revenue accounting
system (CORE), which will enable 1t to draw up regular statements of

the claims position and send the necessary reminders to NGOs

Paragraph 42

Under the revised conditions the Commission may, at the request of an
NGO, assign up to 6 % of 1ts assistance to financing the NGO's
administrative costs. This & % constitutes a ceiling for

1982-83 a1d granted under this head represented on average barely 3 %

of funds allocated.

Paragraph 45

The Commission 1s not aware that NGOs experience difficulty 1n
conforming to the standard data=-sheet. In any case, NGOs in Europe
were consulted before the General Conditions (including the project

presentation outline) were revised.

Paragraph 48

The auditing of local contributions must clearly be governed by more
flexible rules than can be applied to commercial undertakings, the
conditions under which NGQOs have to work are sometimes very difficult

(see c¢. above)

Paragraphs 49-50

The case mentioned occurred before the revised General Conditions
came 1nto force, they make the contribution of non-public own funds

(at Least 15 %) one of the c¢criteria for joint financing.
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Paragraphs 52-53

As the Court has noted (paragraph 45) application of the revised
General Conditions (1 January 1982) has facilitated the task of
administrators and senior officials as they strive to ensure
homogeneous and objective selection and management

For those reasons the Commission considers that the Court of
Auditors' allegation of non systematic supervision needs

qualification.

Paragraph 54

The assessment of an NGO's financial resources 1s a decisive factor
in the competent department's decision to accept or reject a co-

financing project

Paragraph 55

If a progress report 1s late or considered i1nadequate, payment of the

next 1nstalment 1s held back

Paragraph 56

As stated above (I <¢) and as all persons providing public capital
know, the administrative structures of NGOs have their deficiencies

and thts often affects the project 1mplementation reports
The Commission continues to press the NGOs for better reports and has
noted some 1mprovement since the revised General Conditions came 1into

force.

Paragraph 58

The Commission 1s aware of the fact that there are still some
shortcomings 1n the arrangements for sending reminders for missing
reports. It believes that computerization of data would help to
solve the problem (some 2 000 approved projects) A study of a

computerized system for this department 1s now being made.



62.

Paragraphs 59-60 and 64-65

The Commission would point out that delegations collaborate 1n the
appraisal and 1mplementation of projects as far as their resources
allow

However, responsibiiity for NGO co-financed projects clearly Llies
entirely with the NGOs and their local partners.

The competent department send the delegations the documents
concerning co-financed projects It always urges NGOs to get in

touch and keep 1n touch with the delegations

Paragraphs 61-62

The Commission agrees with the Court of Auditors' observations It
has more than once drawn the attention of NGOs to the flaws 1n their

accounting and has been able to note some progress on this score

Paragraph 63

The competent department always take account of Financial Control's
comments, which 1t addresses to the NGOs with a request to act on
them.

Moreover, the requirements of Financial Control were duly considered
when the General Conditions were revised, a number of points have
thus been clarified, particularly with regard to bank interest,
recovery of debts, supporting documents, etc Nevertheless, further
efforts must be made to ensure that NGOs scrupulously adhere to the

financial regulations

Paragraph 66

See the general comments at I





