	GUIDELINES ON RECOVERY ORDERS 
AND RECOVERY BY OFFSETTING UNDER FAFA



A. Guiding principles
The relevant provisions concerning recovery of funds and offsetting are contained in:

· Articles 71 to 73 of the Financial Regulation applicable to the general budget of the European Communities and articles 78 to 86 of the detailed rules for the implementation of this Financial Regulation;

· Article 7 of the Financial and Administrative Framework Agreement (“FAFA”);

· Article 18 of DG AIDCO’s General Conditions of the Standard Contribution Agreement with an international organisation (“AGC”);

· Article 19 of DG ECHO’s General Conditions applicable to EC contribution agreements with international organisations for humanitarian aid actions (“EGC”).
B. Procedure for issuing recovery orders
In general, recovery orders are issued by the Commission against a UN organisation when the analysis of the final report submitted at the end of the implementation period for an operation financed by the EC shows that the pre-financing paid for that operation exceeds the total amount of the eligible expenditure.

In such case the procedure for issuing recovery orders is as follows:
· The Commission sends a pre-information note (=advice of recovery) order to the UN organisation concerned (art. 7.1.2 of the FAFA) within 45 days following the approval of the final report concerning a Commission-funded operation;

· This pre-information note contains the detailed reasons for issuing the recovery order and the time limit within which the UN organisation can reply with comments or observations. It is important that the UN organisation either submit its comments within the deadline or request more time together with duly justified reasons for extension. The absence of a reply will irreversibly launch the recovery order and subsequently the right of the Commission to recover the amount by offsetting against payments; 
· The absence of a reply to the advice of recovery order implies a tacit approval of the recovery amount proposed by the Commission. Once a recovery order is established it can only be revised in exceptional circumstances, at the discretion of the Commission and based upon a duly justified request from the UN organisation concerned; 
· Having analysed the comments of the UN organisation, or in the absence of a reply within the deadline, the Commission proceeds with the recovery of funds. A debit note is issued and sent to the UN organisation concerned. The debit note must be sent to the same contact as the one that received the pre-information and must contain exhaustive justification. The debit note mentions the bank account for reimbursement of the recovery order and the deadline date. The debit note is due as from the date printed on it;
· 45 days are granted before default interest starts accruing (art. 18.1 AGC and 19.1 EGC), at the rate applied by the European Central Bank for its main refinancing operations
 increased by three and a half points (art. 18.2 AGC and 19.2 EGC);
· The Commission has the right to recover the funds by offsetting against any future payment to the UN organisation concerned (see section C) as soon as the debit note is issued, as specified in the “payment terms” on the debit note.
C. Recovery by offsetting
Amounts to be repaid to the European Community may be offset against amounts of any kind due to the UN organisations concerned, after informing them accordingly (art. 18.3 of the AGC and 19.3 of the EGC).
Each UN entity designates a focal point to be informed of any impending offsetting. The UN Controller's office is responsible for communicating the list of focal points to the Commission, together with e-mail address and telephone number for each.

When the Commission must execute a payment to a UN organisation against which there is an outstanding debit note that has not been reimbursed
:
· The Commission will ascertain a) that the payment is not a pre-financing related to emergency operations financed by DG ECHO. In order not to jeopardise the launch of humanitarian emergency operations, the Commission refrains from offsetting recovery orders against pre-financing payments for humanitarian operations. In consultation with DG ECHO, such offsetting may still be executed if the pre-financing does not have a major impact on a humanitarian operation; b) that recovery and payment concern the same legal entity in order to avoid that the offsetting should take place in respect of transactions for different UN organisations;
· Prior to launching the formal procedure for offsetting, the offsetting team at DG BUDG
, will informally contact the focal point of the UN body by email to ascertain that there is not yet a payment by bank transfer in the pipeline. During the contact, the most appropriate way of settling the debt for both parties involved will be agreed upon, whilst fully respecting the payment conditions mentioned on the debit note (e.g. with respect to the payment of default interests). This pre-information phase may not take longer than 10 working days;
· Should the launching of a formal procedure prove necessary, the Commission (DG BUDG) will address a registered letter to the focal point of the UN organisation concerned containing the details of the offsetting that will be executed as already discussed in the previous stage.
The UN Controller's office will perform the role of focal point for settlement of any disputes from the UN side and for clarification of the practice of recovery offsetting. From the Commission side, this function is properly the task of the authorising officer.
	ANNEX : LEGAL ENTITIES IN RESPECT OF UN ORGANISATIONS (1)

	Legal Entity  Key
	Acronym (English)
	Full Name

	6000077442
	ECLAC
	United Nations Economic Commission for Latin America and the Caribbean

	6000100147
	ESCAP
	United Nations Economic and Social Commission for Asia and the Pacific

	6000055556
	FAO
	Food and Agriculture Organisation

	6000100370
	ICC
	International Criminal Court

	6000100323
	ICTY
	International Criminal Tribunal for former Yugoslavia

	6000100295
	ICTR
	International Criminal Tribunal for Rwanda

	6000167194
	IFAD
	International Fund for Agricultural Development

	6000069462
	ILO
	International Labour Organisation

	6000057009
	IMO
	International Maritime Organisation

	6000069917
	ITC (WTO)
	International Trade Centre Unctad

	6000100214
	ITU
	International Telecommunication Union

	6000067546
	OCHA
	United Nations Office for the Coordination of Humanitarian Affairs

	6000081950
	OHCHR (HCDH)
	Office of the United Nations High Commissioner for Human Rights

	6000067529
	PAHO
	Pan American Health Organisation

	6000068699
	UN Secretariat
	United Nations Organisation Secretariat (2)

	6000100342
	UNCCD
	United Nations Convention to Combat Desertification

	6000068998
	UNCHS / UN-Habitat
	United Nations Centre for Human Settlements (Habitat)

	6000055537
	UNCTAD
	United Nations Conference on Trade and Development

	6000055554
	UNDP 
	United Nations Development Programme

	6000055578
	UNEP
	United Nations Environment Programme

	6000055551
	UNESCO
	United Nations Educational, Scientific and Cultural Organisation

	6000055534
	UNFPA 
	United Nations Population Fund

	6000055529
	UNHCR
	United Nations High Commissioner for Refugees

	6000055643
	UNICEF
	United Nations Children's Fund

	6000077611
	UNIDIR
	UN Institute for Disarmament Research

	6000055645
	UNIDO
	United Nations Industrial Development Organisation

	6000151023
	UNIFEM
	United Nations Development Fund for Women

	6000055597
	UNODC
	United Nations Office on Drugs and Crime

	6000084883
	UNOG
	United Nations Office in Geneva

	6000103830
	UNOPS
	United Nations Office for Project Services

	6000132195
	UNRISD
	United Nations Research Institute for Social Development

	6000067513
	UNRWA
	United Nations Relief and Works Agency for Palestine Refugees in the Near East

	6000067587
	WFP
	World Food Programme

	6000053109
	WHO
	World Health Organisation

	(1) Based on the list of UN organisations which received funding from DG ECHO & DG AIDCO in the years 2004-2006

	(2) Also includes following programs/offices to which the EC contributed : UNMAS, MONUC, UNMIK


� Other rarer occasions when recovery orders are issued are, for example, termination of contracts when a pre-financing was already paid, implementing the results of a verification mission when certain expenditures are considered non-eligible, etc. The procedure for the recovery of funds and for offsetting is however identical.


� As published in the C series of the Official Journal of the European Union.


� It is not necessary that the payment order and recovery order be issued by the same Commission Service. Offsetting is operated across Commission Services


� Central Commission service which ensures the execution of payments for all authorised Commission expenditure and of recovery orders.
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