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Summary

The Commission implements 1,7 % of the Union budget and 6,8 % of the European 
Development Funds through NGOs. This amounted, for the period 2014 to 2017, to an 
estimated 11,3 billion euros to be committed by NGOs. Moreover, there is a growing interest 
in the transparency of NGOs and their funding, and the European Parliament has frequently 
expressed interest in these subjects. For these reasons, the Court of Auditors undertook the 
preparation of an audit in which they assessed the transparency of funds contracted with 
NGOs since 2014. Namely, they focused on external actions funds, since it is the largest area 
of implementation through NGOs, and concluded that the Commission was not sufficiently 
transparent.

Transparency is one of the budgetary principles included in the Financial Regulation. It 
requires the Commission to make available, in any appropriate and timely manner, 
information on recipients of Union funds. In this process of implementing funds through 
NGOs, several risks related to transparency may arise when selecting applicants for funding, 
such as not complete or unreliable information, and risk of not treating all types of NGOs 
equally.

The Court identified five major problems hampering transparency. The first being the 
unreliability of the classification of NGOs in the Commission’s accounting system ABAC. 
When applicants enter a contract with the Commission for the first time, the information 
registered in the system is self-declared. The Commission checks if they are categorised as 
private and non-profit companies but does not check their status. Moreover, there is not a 
common registration system for applicants, but one for each DG. In addition, the NGO field is 
not mandatory when applicants self-register, and there is not a general accepted definition for 
NGO (organisations as the World Bank, Council of Europe or United Nations and several 
Member States have different definitions). These factors increase the risk that actual NGOs 
are not registered as so in ABAC and that some companies are registered as NGO but in fact, 
they are not (as Universities, cooperatives or research institutes among others). 

The second problem identified relates with transparency in the selection of NGOs to 
implement a programme. Despite some shortcomings, this process is considered transparent 
by the Court when the Commission directly selects the NGOs. However, when the funds are 
sub-granted or even directly awarded, a different procedure applies, which renders half of the 
projects analysed in this category as not enough transparent. 

The third issue refers to the lack of adequate information provided to the Commission on 
funds and activities implemented by NGOs. Sources of this problem are the collection of the 
data through different systems and the complexity of implementing projects using structures 
such as multiple layer of NGOs or consortium of NGOs. The Court identified incorrect 
information on projects, like sub-granting not recorded or not declaring all the necessary 
information. This hampered the possibilities of the Commission to check the costs declared by 
the funded NGOs and therefore hindered the detection of potential cases of overcharging. 

The fourth difficulty found relates to the disclosure of information. The Commission 
publishes information on actions funded on various platforms for the different policy areas. 
Moreover, it discloses data about the beneficiaries of Union funding under direct management 
in its Financial Transparency System. However, this system does not include information on 
actual payments or entities receiving funding through sub-granting. Moreover, the Court 
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found some cases of incorrect or missing data.

Finally, United Nations (UN) bodies published inadequate information on the contracts 
awarded to NGOs. For sub-granting cases, it is the responsibility of the entrusted entity to 
disclose the grants awarded with Union funding. However, the Court found cases where the 
information was either not provided or only partially. Moreover, the Commission did not 
check whether UN bodies had fulfilled this requirement.

Based on these findings and conclusions, the Court recommends:

1. Improve the reliability of information on NGOs in its accounting system and receive 
appropriate information by:

a) including in its internal guidelines on the validation of legal entities, clear criteria to 
identify NGOs in ABAC;

b) including, within a single registration system, the requirement for EU fund applicants to 
declare themselves as NGO, disclosing the criteria which would be used to consider the 
organisation as such;

Timeframe: end of 2020

2. Check the application of rules for sub-granting.

a) where the implementation of an action under direct management requires sub-granting, the 
Commission should apply a consistent interpretation of the applicable rules of the Financial 
Regulation among the different services, taking into account sectorial specificities;

b) when UN bodies select beneficiaries under indirect management, the Commission should 
verify that the UN bodies correctly apply their rules and procedures for the selection of 
implementing partners;

Timeframe: from mid-2019 onwards

3. Improve information on funds implemented by NGOs:

a) by enabling the various grants management systems to record the funding received by all 
beneficiaries contracted by the Union, not only the lead beneficiary, making this information 
usable for analysis and treatment;

b) in external action, the Commission should improve the traceability of funds by identifying 
in its systems the entities actually implementing the actions funded (in the case of actions 
implemented by networks of international NGOs), and by verifying that sufficient information 
on the indirect costs declared for the NGOs funded is provided, enabling an assessment of the 
costs declared by all implementing actors (in the case of projects under indirect management 
via UN bodies);

Timeframe: mid 2021

4. Standardise and improve accuracy of information published:
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a) the Commission should adopt a uniform approach among all the services to publishing in 
the Financial Transparency System, making sure that all beneficiaries contracted by the Union 
are disclosed, together with the amount of funding awarded;

b) in external action, the Commission should further increase its compliance with 
international standards on aid transparency by reporting on the results of the projects funded 
and Union trust funds data and verify UN bodies’ fulfilment of their obligation to adequately 
disclose the contracts awarded with EU funding;

Timeframe: mid 2021

Recommendations by the rapporteur

The European Parliament:

1. Welcomes that the Commission accepted three of the recommendations proposed by 
the Court; notes with regret, however, that it did not accept the first of the recommendations;

2. Requests the Commission to develop guidance and criteria to identify NGOs in its 
accounting system and to verify the self-declared data submitted by the applicants;

3. Observes that there are different registration systems for each DG to register Union 
funds applicants; calls on the Commission to create a single entry point, in which the NGO 
field would be mandatory; asks the Commission to make the proper verifications of the NGO 
status of the applicants;

4. Notes that one criteria for selecting applicants is the operational capacity, and that it is 
assessed by relying on self-declared figures, included declaration of previous experience; 
takes note from the Court’s report that applicants were selected even if they presented 
wrongful declarations of previous experience; request the Commission to exclude applicants 
that present errors in the declarations and to check them more thoroughly;

5. Takes note that the different Commission departments do not apply sub-granting 
procedures in the same way; calls on the Commission to ensure that the same procedure is 
used and that it is systematically applied;

6. Welcomes the Commission for publishing yearly data about the beneficiaries of Union 
funding under direct management in its Financial Transparency System (FTS); however, 
notes with regret from the Court’s report that the FTS does not provide information on actual 
payments or entities receiving funding through sub-granting; asks the Commission to include 
these data in the FTS;

7. Notes that it is the responsibility of the entrusted entity to disclose the grants awarded 
with Union funding; notes with regret from the Court’s report that the Commission did not 
check whether UN bodies had fulfilled this requirement; demands the Commission to perform 
these checks consistently;

8. Notes with regret that, for indirectly managed funds, the Commission was not always 
provided with all the necessary financial information and therefore could not make the proper 
verifications; asks the Commission to do the necessary to obtain that information from the 
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entrusted entities and from the sub-granted NGOs, to be able to control the proper use of these 
funds and the compliance with the budgetary principles. 


