


Follow-up to the European Parliament non-legislative resolution on the transparency and accountability of non-governmental organisations funded from the EU budget
1. Rapporteur : Markus PIEPER (EPP / DE)
2. Reference number: 2023/2122 (INI) / A9-0446/2023 / P9_TA (2024)0036
3. Date of adoption of the resolution: 17 January 2024
4. Competent Parliamentary Committee: Committee on Budgetary Control (CONT)
5. Brief analysis/ assessment of the resolution and requests made in it:
Transparency and accountability of non-governmental organisations (NGOs) funded by the European Union (EU) budget has been a topic of interest for the Union institutions and is a guiding principle for the Commission in how the EU budget is spent, in line with existing legal requirements.
[bookmark: _Hlk160028811][bookmark: _Hlk160028645]The current resolution reflects the European Parliament’s acknowledgement of the vital role played by NGOs in representing civil society and defending the rule of law and democratic values, fighting corruption and promoting human rights and democracy in EU and non-EU countries and the importance of ensuring that these organisations continue to be entitled to receive Union funding. Simultaneously, the European Parliament invites the Commission to  guarantee more transparency and accountability for this type of organisation, by e.g. streamlining and simplifying procedures to allow funding for NGOs, ensuring that the Early Detection and Exclusion System (EDES) is fully operational and that only organisations respecting EU values receive Union funding, strengthening transparency and accountability along the funding chain, introducing further obligations for the disclosure of information, developing the user-friendliness of the Financial Transparency System (FTS) database and streamlining databases.
6. Response to requests and overview of action taken, or intended to be taken, by the Commission: 
Streamlining and simplifying procedures to allow adequate funding for NGOs
The Commission agrees with the European Parliament and recognises the importance of NGOs in defending European and democratic values. The Commission further agrees that a balanced approach between requirements specifically for NGOs and facilitating their adequate and transparent funding needs to be ensured. For this purpose, as a rule, Union funding is awarded following transparent publicly open calls for proposals allowing all relevant applicants to submit a proposal. In the most relevant policy areas, such as under the Citizens, Equality, Rights and Values (CERV) programme, civil society organisations active in promoting and protecting the rule of law, fundamental rights and democracy at national, regional and local levels are encouraged to participate in calls specifically designed to build their capacity and sustainability. Support under the Neighbourhood, Development and International Cooperation Instrument – Global Europe (NDICI-GE) aims, inter alia, to protect human rights defenders in the most difficult circumstances and urgent situations. It recognises the need for assistance in particular to local human rights defenders and civil society, including through a dedicated mechanism to carry out their work unhindered. Under the instrument, grants may be directly awarded to human rights defenders to finance urgent protection actions and needs and to civil society organisations (paragraph 5).
The Commission also understands the call to further simplify and streamline the funding procedures to allow smaller NGOs, including at local level, to apply and benefit from EU funding. To facilitate access to funding for smaller projects, the co-legislators agreed to introduce the very low value grants as a new category of grants as part of the political agreement on the Financial Regulation recast. Applicants for such grants, including NGOs, will need to supply fewer documents to the Commission, for example they will no longer need to complete a declaration on honour, and they will not have to demonstrate financial capacity to implement the action. Moreover, the greatest reduction in reporting for small beneficiaries can be achieved with greater use of simplified forms of financing, as these remove the need for financial reporting (paragraphs 7 and 41).
The Commission provides regular training courses to all staff involved in grant management, including general training on financial rules and technical training on grant management. The Commission has, for the 2021-2027 programming period, introduced a single electronic procedure for all phases of the grant process in almost all funding programmes – thus simplifying procedures for staff and applicants, in particular by standardising the procedures and needed documents for applying across all programmes. In addition to the publicly available guidelines (such as the Annotated Model Grant Agreement), funding programmes also have the possibility to assist applicants or beneficiaries through technical assistance initiatives, training covering reporting and financial rules and by publishing simple and clear information, including FAQs on how to apply. Some programmes provide Programme Desks/Contact Points in Member States which can assist applicants directly (paragraphs 7 and 41).
Also, with the objective to streamline procedures and to increase transparency of Union funding, the Commission acknowledged the need for a harmonised definition of NGOs in line with recommendations from the European Parliament and the European Court of Auditors. A common definition for NGOs has been politically agreed as part of the Financial Regulation recast. The new definition will be reflected in the Commission documents, procedures and systems after the Financial Regulation recast enters into force (paragraphs 16 and 18).
Ensuring that the Early Detection and Exclusion System is fully operational and that only organisations respecting EU values receive Union funding
[bookmark: _Hlk160036295]The Commission agrees that only organisations which comply with the European Union (EU) values originating from the Treaty on the European Union and the EU Charter of Fundamental Rights should receive funding. For this reason, when implementing the budget, the Commission ensures at all stages (pre-signature, implementation, ex-post checks) that only organisations, including NGOs, and projects compatible with EU values receive support.  As regards the pre-signature stage, the Commission implements rigorous selection processes and ex-ante checks based on objective criteria in line with the call conditions. The established checks are threefold. The Commission checks the existence of an exclusion situation, including the situation of being in a grave professional misconduct, which may capture behaviours contrary to EU values. Secondly, applicants to EU funds are already required to explicitly declare whether their organisation, the persons having powers of representation or decision-making or control, the beneficial owners or the persons who are essential for the award/implementation of the action are in one of the exclusion situations, including grave professional misconduct (which may include violation of EU values). Third country applicants established outside the jurisdiction of EU law also have to explicitly declare their compliance with general principles including fundamental rights and values. Additionally, depending on the policy areas of the programme, the Commission may also include specific eligibility criteria in calls for proposals for the projects to comply with and promote EU values and reject projects which do not comply with these criteria (point J and paragraphs 20, 28 and 33).
The Commission recalls that it designed its internal control framework in line with Article 36 of the Financial Regulation and it ensures that the budget is implemented in compliance with the principles of effective and efficient internal control, pursuant to the principle of sound financial management. To prevent errors and irregularities before the authorisation of operations and to mitigate risks of non-achievement of objectives, ex-ante controls are systematically applied to each operation in line with Article 74 of the Financial Regulation. The Commission internal control design takes into account – amongst others – proportionality, costs of control, and ex-post checks and mitigation measures for identified weaknesses. In the Annual Activity Reports of all services, the Commission transparently reports on its assessment of internal control and mitigation measures regarding weaknesses identified by the Internal Audit Service, external audits, and/ or the European Court of Auditors (paragraph 23).
[bookmark: _Hlk160036339][bookmark: _Hlk160036366]In addition, based on the current Financial Regulation, the Early Detection and Exclusion System is already fully operational and applicable to persons or entities that receive Union funds in direct and indirect management which act as a participant, recipient or a capacity provider, regardless of the status of such a person or entity. Therefore, these persons or entities, including NGOs, may already be subject to EDES measures provided they fall within its scope. The Financial Regulation recast will further strengthen the EDES system by specifically adding as part of the exclusion criteria the ground “incitement to discrimination, hatred or violence against a group of persons or a member of a group or similar activities that are contrary to the values on which the Union is founded enshrined in Article 2 TEU” into the broader notion of grave professional misconduct. This will further reinforce the current set up (point J and paragraphs 20, 28, 33 and 46).
The recommendations stemming from the 2021 Commission Discharge have been addressed by the Financial Regulation recast as politically agreed, including the extension of EDES’ scope to shared management funds and funds disbursed under direct management with Member States (applicable as from 1 January 2028). The reinforcement of the system will lead to more effective and efficient exclusions in the future. As far as the publication of the list of excluded entities is concerned, the Financial Regulation envisages the possibility to publish the information on the exclusion to reinforce the deterrent effect of the measure. However, any publication cannot take place if there is a need to preserve the confidentiality of an investigation or of a national judicial proceeding if the publication would cause disproportionate damage to the person/entity to be excluded and in case of protection of personal data. The proportionality of a publication needs to be assessed on a case-by-case basis, taking into account the severity of misconduct, including aggravating factors on one side and the potential disproportionate damage to the person or entity, preservation of confidentiality of other proceedings or personal data (paragraph 50).
The Commission would like to clarify that internationally accepted audit standards (e.g., INTOSAI) and Regulation (EC) No 1049/2001 regarding public access to documents define audit reports of ongoing audits as confidential information that cannot be disclosed to third parties. Only once the procedure is finalised, can information be made available to third parties.
As regards access status for the European Anti-Fraud Office (OLAF), in line with Article 129 of the Financial Regulation, any person or entity receiving Union funds shall fully cooperate in the protection of the financial interests of the Union and shall, as a condition for receiving the funds, grant the necessary rights and access required for OLAF to comprehensively exert their respective competences. In the case of OLAF, such rights shall include the right to carry out investigations, including on-the-spot checks and inspections. The relevant provisions of Financial Regulation recast as politically agreed, applicable as from 1 January 2028, envisage interconnection of EDES with the data-mining and risk-scoring tool, to which OLAF will have access within the exercise of its competences. As a result, the data from EDES shall be included in the data-mining and risk-scoring tool (paragraph 51).
Transparency and accountability along the funding chain
In accordance with the provisions of the Financial Regulation, the Commission discloses information on recipients of EU funding implemented under direct management via the Financial Transparency System (FTS). The term ‘recipient’ means a beneficiary, a contractor, a remunerated external expert or a person or entity receiving prizes or funds under a financial instrument or implementing Union funds pursuant to point (c) of the first subparagraph of Article 62(1) of the Financial Regulation. The FTS goes beyond the scope of the requirements to enhance transparency by publishing the beneficiaries of EU funding implemented under ‘indirect management’ (paragraphs 21, 22, 39 and 42).
[bookmark: _Hlk160037360]Financial support to third parties (FSTP) is a limited and effective way in which beneficiaries can implement EU funded actions. However, the Commission does not have a contractual relationship with such recipients of financial support – instead, it is the responsibility of the beneficiary to implement the financial rules correctly and with no margin for discretion, and this can be checked during ex-post and ex ante controls. It is not possible to record the recipients and amounts in the FTS as this information is not collected systematically. Collecting such information would add a significant additional burden to the beneficiaries of EU grants and would counteract the simplification agenda for access to EU funding that has been consistently demanded by stakeholders as well as the co-legislators. Given the rules in place that ensure sound financial management through the obligation to extend relevant conditions under the responsibility of the beneficiary also to FSTP recipients, putting additional micro-reporting requirements in place would not be proportionate. Rule compliance is controlled through cost-effective ex-post checks, reviews, and audits (paragraph 42).
[bookmark: _Hlk160037464]The Financial Regulation recast as politically agreed strengthens transparency and accountability by widening the scope of transparency obligations to all methods of EU budget implementation, including shared and indirect management. Following the political agreement for the Financial Regulation recast, the Commission will make information on recipients of EU funds managed in all management modes (direct, shared, indirect and Resilience and Recovery Facility – type of instruments) available on a centralised website as from 2028. The recast also enhances consistency and coherence of data between Member States by creating an obligation for Member States to give the Commission access to relevant data on recipients of EU funds. In addition, it specifies that for shared management, "recipients" shall be understood as references to recipients, contractors, subcontractors and beneficiaries as referred to in sector-specific rules, and information for such recipients shall be published provided sector-specific rules require their collection and storage. As regards the transparency on the allocation of funds, according to the political agreement reached by the co-legislators, the list of compulsory data for publication includes the amount committed and, in case of a commitment with multiple recipients, the breakdown of this amount per recipient where available (paragraphs 21, 22, 38 and 39).
All Union beneficiaries signing a corporate model grant agreement under directly managed programmes have a visibility of funding obligation. The lack of compliance with corporate communication rules (visibility requirements) as set out in the model grant agreement signed constitutes a specific breach of its obligations by the beneficiary and can lead to grant reductions imposed by the authorising officers, or other consequences such as suspension or termination of the agreement. Such a course of action can only be taken after allowing the beneficiary the opportunity to be heard and provide observations (paragraph 40).
Introducing further obligations for the disclosure of information
[bookmark: _Hlk160037771]In line with the Interinstitutional Agreement of 20 May 2021 between the European Parliament, the Council and the Commission on a mandatory Transparency Register (IIA), the Commission and the other two signatory institutions require interest representatives interacting with the institutions and which do not represent commercial interests to declare their main sources of funding as well as the amount of each contribution above EUR 10 000 exceeding 10 % of the total budget and the name of the contributor in their declarations in the Transparency Register. This helps to provide transparency of the sources of funding for such actors, be that from third countries or other sources.
[bookmark: _Hlk160037837]The Commission proposal for the ‘Defence of Democracy’ Package of 12 December 2023 further aims to enhance transparency and democratic accountability of interest representation activities on behalf of third countries. The package includes a proposed Directive (COM/2023/637 final) whose aim is to establish mandatory national registration lists for all entities, including NGOs, undertaking interest representation activities on behalf of third countries. Entities would be required to inter alia declare the third country on whose behalf it is acting and the annual amounts covering all the tasks carried out with the objective of influencing the development, formulation or implementation of the proposal, policy or initiative targeted by the interest representation activity, for a full year of operations.
[bookmark: _Hlk160037967]As regards imposing a general obligation to declare the sources of funding, the Commission believes that such reporting in the application would add a significant burden to the applicants and deter them further from applying for EU funding. As mentioned earlier, the Commission is committed to reducing the information required from applicants, especially for low value grants and this suggestion would run counter to this objective. Lastly, the purpose and benefit of such information is not clear as it would not affect the eligibility for the specific grant (paragraphs 25, 30, 33,45 and 48).
[bookmark: _Hlk160038040]Concerning reporting on lobbying activities, the transparency standards that apply to interest representatives at the level of the EU institutions are set out in the IIA. The implementation of strict transparency standards at the Commission includes the obligatory registration of interest representatives in the Transparency Register prior to meetings held with Commissioners, their cabinet members and Directors-General and information about these meetings is also published.
Reporting on lobbying activities in the Transparency Register is required for all actors that partake in certain lobbying activities as determined by the EU institutions and referred to as “conditionality measures”. Registered interest representatives are required to update their registrations at least once a year to ensure that the information is relevant and up-to-date and the content is also subject to ad-hoc screening by the Transparency Register Secretariat.
[bookmark: _Hlk160038250]The Commission publishes information on all meetings held between its senior decision-makers at political and administrative level with interest representatives, including NGOs, engaging in activities covered by the Transparency Register. That information is easily accessible in this Register. Publication of meetings is now being extended at the European Parliament to cover meetings with all MEPs (from 1 November 2023). The Commission also requires registration prior to participation of lobbyists in its expert groups and makes public their contributions to Commission initiatives such as public consultations and roadmaps (paragraphs 25 and 48).
On the request to impose the same disclosure requirements on all types of organisations from the Transparency Register, the Commission may not, on its own initiative, impose disclosure requirements on Transparency Register applicants or registrants other than those set out in the relevant IIA. All decisions and conditions relating to the Transparency Register are taken jointly by the European Parliament, Council and Commission. According to the IIA, registrants are organised according to different interests represented to increase the transparency of their lobby activities. For example, a) when an entity represents its own interests, it is relevant to ask for information about lobby spending, affiliation and intermediaries, b) when a consultancy or law firm represents clients it is relevant to ask for information about revenues/ lobby subject per client; c) when an NGO represents non-commercial interests, it is relevant to know more about their funding and sources of funding. The same information can therefore not be asked of these three distinct categories (paragraph 44).
The interinstitutional Secretariat of the Transparency Register is made up of 10 full-time equivalent staff (figures from 2022) from the three participating institutions (European Parliament, Council, Commission). That staff is tasked with assessing the eligibility and data quality of all new applications for registration before they can be validated and published. The currently applicable information requirements that applicants and registrants must satisfy are set out in Annex II to the IIA. The Secretariat provides guidance and helpdesk support to applicants and registrants, who remain ultimately responsible for the accuracy of the information provided in the register. Registrants must update their information at least once annually and are invited to do so every 6 months. The Transparency Register is a public tool, which provides information to the public about lobbying activities. A secure access is provided to registrants via EU Login, to ensure that only the relevant persons can update the information pertaining to the organisation. By default, the information requirements do not include information that could endanger the life or safety of a natural person or the existence of an NGO. Therefore, such information is normally not disseminated to the public through the public register. In case of any specific real and serious threats encountered in naming its financial sources including the names of their budget contributors, any NGO concerned can take contact with the interinstitutional Secretariat of the Transparency Register (paragraph 43).
The Transparency Register was significantly revised in 2021 with the adoption of the IIA. The IIA has strengthened disclosure requirements for funding information. Changing or extending the scope of the register further, including by introducing additional financial disclosure requirements for applicants and registrants, would require a change of the interinstitutional legal framework. In case of any specific real and serious threats encountered in naming its financial sources including the names of their budget contributors, any NGO concerned can take contact with the interinstitutional Secretariat of the Transparency Register (paragraph 45).
Transparency and user-friendliness of FTS, streamlining databases
[bookmark: _Hlk160038884][bookmark: _Hlk160038870]The Commission welcomes the recommendation for a more frequent cycle of FTS publications and acknowledges its potential benefits for the EU citizen, thus will further explore the streamlining of the publication process. The current publication frequency has been selected based on a cost benefit analysis as it involves extensive data quality verifications. The FTS has already implemented more than 20 data quality/consistency checks in the form of a dashboard allowing for the verification of the data. The dashboard automatically detects potential data quality issues and has significantly improved the verification process.
[bookmark: _Hlk160038911]Regarding data extraction, the Financial Transparency System provides the possibility of data extraction. The Commission is working on additional features to improve the user experience in the future. The Commission recalls again that the disclosure of funding from other sources on the FTS portal would lead to extreme complications and disproportionate administrative burden for beneficiaries (paragraphs 25, 30, 31 and 32).
[bookmark: _Hlk160038952]Concerning the streamlining of databases, the Commission recalls that different EU systems have different purposes and functions, they could operate on different IT infrastructure and thus are not always suitable nor practical to interconnect. For instance, the Commission has already undertaken efforts to align further e-Grants and FTS. However, regarding the link between FTS and the Transparency Register: the purpose of the Transparency Register is to list organisations that try to influence the law-making and policy implementation process of the EU institutions, while the purpose of FTS to publish the beneficiaries of EU funding; being enlisted on the Transparency Register does not imply receiving EU funding. Linking FTS and the Transparency Register can therefore only be partially achieved (paragraphs 31, 32 and 35).
The Commission recalls that in line with the Financial Regulation recast as politically agreed, data on recipients and on beneficial owners will be included in the data-mining and risk-scoring tool and it will be applicable to all management modes. In addition, interconnection with other databases, including EDES, are envisaged on the basis of interoperability (paragraph 37).
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