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Civil Society Organizations’ Administrative
Expense Implementation Directive

(Directive N0.847/2021)

Whereas; it is stipulated in Article 64 Sub-article
(4) of the Civil Societies Proclamation No.
1113/2019 that a civil society organization shall
use the funds obtained through income generating
activities to defray its administrative and program
expenses;

Whereas; Article 63 sub-article (3) of the
Proclamation provides that the Authority may issue
a directive regarding organizations exempted from
the twenty-percent cap;

Whereas; Article 5 sub-article (2) of the of the
Proclamation states that one of the Authority’s
objectives is to ensure utmost public benefit by
supervising whether Civil Society Organizations
perform their activities in accordance with their
registered objectives;

Whereas; Article 6 sub-article (2), of the
Proclamation granted the Authority the power to
monitor and supervise that civil society
organizations perform their activities in accordance
with the law; and, sub-article (3) of the same
article, granted the power and responsibility to
examine the annual activity and financial reports of
the organizations;

Cognizant of the need to issue directives for the
implementation of the above-referred to provisions
of the Proclamation that clearly set out procedures
civil society organizations need to follow in order
to ensure a fruitful working relationship with the
Authority have to be put in place;

Now therefore; the Authority for Civil Society
Organizations has issued this directive in
accordance with the power conferred on it by virtue
of Article 89 sub-article (2) of the Civil Society
Organizations’ Proclamation.
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Part One

General

1. Short Title

This Directive may be cited as the “Civil
Society  Organization’s  Administrative
Expenses Implementation Directive No.
847/2021”

2. Definitions

In this Directive, unless the context requires

otherwise:

1. “Administrative =~ Expenses”  means
expenses which are not related to the
project activities of an organization but
are necessary to ensure the continued
existence of an organization and related
to administrative activities, and shall
include: salaries and benefits of
administrative employees; expenses for
purchase of consumables and fixed
assets; repair and maintenance expenses;
office rent; parking fees; audit fees;
advertisement expenses; bank service
fees; utility fees; fees for fax, and
internet services; postal and printing
expenses; tax; expenses for purchase and
repair of wvehicles for administrative
purposes; and procurement of oil and
lubricants for the same; insurance costs,

penalties and attorney fees;
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1.

Scope of Application

This
Organizations that were established for the

Directive shall be applicable to

benefit of the general public or that of third
parties.

2. Without prejudice to sub-article (1) of this

Acrticle, where organizations are established
for the both the benefit of their members and
that of the general public or that of third
parties, this Directive shall be applicable only
to their works in relation to either the benefit

of the general public or that of third parties.

Part Two

Implementation of Administrative

Expenses

Objectives of Controlling Administrative
Expenses

The

administrative expenses are the following:

objectives of controlling

1. to ensure that organizations utilize eighty
(80) percent of the financial and material
resources they have raised or generated
for the fulfillment of the objectives for
which they are established and limit
administrative expenses to not more than

twenty (20) percent;
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2. to ensure maximum public benefit;

3. to see to it that organizations keep their
books in line with accepted standards of
accounting in  order to  ensure

accountability and transparency

4. to facilitate the control of expenses by

organizations by putting in place self-
monitoring and self-administration

systems

Criteria for Expenses to be Deemed
Administrative

An expense is deemed an administrative

expense of an organization if:

a. it is not related to the expenses of a

project;

b. it is necessary for the continuity of the

organization;

c. it related to administrative activities;

d.it falls under the definition of

“administrative expenses”’; and

e. it is an expense falling outside the
definition in Article 2 of this Directive

but is accepted as an administrative



PATORE 4uflAR LTPNGOLR STNAN PALA “110L00 LCEAT AAANT

The Federal Democratic Republic of Ethiopia Authority for Civil Society Organizations

2/

naanANr HPaLI P17

ok, O 1o-::

oo PANTRLC ok, oo P'r7
PUINCA T DALY PLCPk:
Nao P’ (hE.ZA9° P1¢ (ovt@-
PANTSRC ocn, 120 Pmlld
o'’y KT (1 ov)hsn,
C7°CEIS A avav Al
TUINT LTCOT AN

6. hTCZht oC eAT2PH O 2T

1/

2/

eo.na-1 nreent 2C
AT P PeHG NA0T5LC
O 2T o0 ol E T

V) APSTw®- avpodf W @LI°
APCTNG: oo/ AF NF
APA 0P L9 A1AINT
0 L9° P9 PN weh,:

(A) APGTw- vl (L @LY°
AP CTom oo/, A
NN Pl.0-A -TANChS
NG TP oo P2

(ch) PPG@7 avplf (L7
0LI° PPCTIMG oo/, A7
e AMNMTo7  A’LPms-
wio S P hd.A  RIPNG
PPTY PP

(av) APS ool f L LY
APCTG: oo/ T POm-A
TG T m-9° PF0J:

PV AFPR F0-0 ATPR (1)

197 WTCI°: PG avprl @
0+ reegnk N2.hso701+ 0J-
INTL 0P Qd@ ALLELET/

expense by the Authority .

2. As the burden of proof of showing that an
expense is administrative rests on the
organization, it shall make sure that the
expense is within the twenty-percent limit
and that the same is indicated in its financial

statement report.

6. Expenses not Related to Projects

1. The following are not related to projects and

are deemed to be administrative expenses:

a. Expense incurred for a good or service
only used by the head office of an

organization;

b. Expenses for the procurement of vehicles

for head-office use and related expenses;

c. Salaries and benefits for employees hired
to carry out works of the head and branch

offices ; and

d. Any construction for the head and branch

offices.

2. Notwithstanding the provision of sub-article (1)

of this article, if the head office conducts its
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business at a project site in an integrated
manner, the expense shall be deemed a project-

related expense.

7. Clear Disclosure of Income
An organization’s annual activity report shall

include the following:

1. The Donors’ full names and addresses;

2. Donations made in cash and in kind, the
date received, and the benefits (if any)

donors received or will receive;

3. Where donation is in the form of service,
the type and [monetary] value of the
service provided and the number of
persons who provided the service;

4. The [name] of the organization’s official
that confirmed that the donation was
received.

5. Where donation is made in kind, the
following shall be included in addition to

those specified in sub-article (2):

a. The type of asset with its full

description; and

b. If the asset was valued, its value and
the name and address of the valuer; if
not valued, the market value of the

same.

6. For a donation of service, the value of the
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service assessed by a professional or the
market value of the same shall be

indicated.

7. Any restrictions specified by donors in

respect of a donation shall be disclosed.

8. Organizations Exempted from

Administrative Expenses

1. The following organizations or expenses of
the following works are exempted from the
twenty-percent  cap on  administrative

expenses:

a. Service rendered to parts of the society
that are prioritized by the government as
needing special support;

b. Organizations rendering emergency relief

and assistance services ;

c. Organizations facing severe budget

deficits due to donors’ failure to fulfil

their promises;

d. Organizations that conduct studies and

research  activities for public or

government benefit;

e. Organizations whose budget is not more
than two million Birr (Birr 2,000,000);

f. Formation expenses which will enable

newly-established indigenous
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organizations that are registered at the to
Authority commence operations within a

period of one year; and

g. Education opportunities that strengthen

the work area that is paramount in
accomplishing the objectives of the

organization.

2. The Authority may, by taking into

consideration the objectives of an
organization and the benefit of the
public, exempt the same from the twenty-

percent cap for a limited period of time.

3. Organizations may only be exempted

from the twenty-percent cap where it is
proven that they are unable to observe

the same.

4. Notwithstanding sub-article (1) of this

Article, the exemption from the twenty-
percent administrative expense cap may,
in no case, exceed fifty percent.
However, the Director-General of the
Authority may raise or lift the restriction

altogether upon ascertaining that there is
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good cause to do so.

9. Financial Statements

1. Without prejudice to the provisions of

Sub-article (2) of this article, any
organization shall, the end of a budget
year, submit a financial statement to the
Authority which is examined by external
auditors and shows assets and liabilities;
change in assets and cash-flow
statements of the organization together

with explanatory notes.

A financial statement prepared in
accordance with sub-article (1) of this
article shall comply with the twenty-

percent cap.

An organization whose total asset is not
more than two-hundred thousand Birr
(Birr 200,000) shall not be obliged to
have its financial statements examined by

external auditors.

10. Organizations Failing to Comply with the
Twenty-Percent Cap

An organization that fails to comply
with the twenty-percent cap:

a. Will be given an opportunity to
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comply with the requirement
within 30 days.

b. Where compliance could not be
obtained and the failure to comply
happened for the first time, the
organization shall be given a first

written warning.

c. Where non-compliance happened for
a second time, the organization shall

be given a strict final warning.

d. Where non-compliance happened for
more than twice, the Authority shall
inform the governance body of the
organization to take proportional

action against the management.

2. Where the organization that was

directed to take action under sub-
article (1) (d) fails to do within thirty
days or where the actions takes are
not commensurate, the Authority
shall, according to the relevant
provision of the Proclamation,
decide to suspend the organization

and have an investigation conducted.

3. Where administrative expenses in an

audit report submitted for any budget
year exceed 40 percent, the Authority

shall recommend to the Board that
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the organization be dissolved

according to the Proclamation.

Part Four

Miscellaneous Provisions

11. Controlling Project Expenses

Any organization has the responsibility to
ensure that project expenses are utilized to
strengthen and enrich the objectives of the

organization.

12. Transitory Provision

Organizations submitting activity reports and
financial statements of the previous budget year
on the basis of the 70/30 arrangement and after
the coming into force of this directive are not
precluded from making use of the rights

provided in the Proclamation

13. Amendment

The Authority may amend this directive at any

time.

14. Repealed and Inapplicable Directives

1. The Directive to Determine the
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Operational and Administrative Costs of
Charities and Societies NO. 2/2011 is
hereby repealed.

2. Any other directive or customary practice
shall not be applicable to matters covered
by this Directive.

15. Effective Date

This Directive shall enter into force on the day it
is publicized by the authority’s website after
registered by the Ministry of Justice and signed
by the Director General of the Authority.

Jima Dilbo Denbel
Director-General
Authority for Civil Society Organizations
November 06,2021



