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RESULTS FRAMEWORK

Strategic Objective  Strategic Objective 21 (increased, better-informed citizen
participation 1n political and economic decision-making)

Strategic Support Objective Strategic Support Objective 2 1 1 (sustainable civil society
orgamzations effectively promote citizen interests)

Intermediate Results Intermediate Result 2 1 1 1 (legal environment effectively supports
the creation and operation of NGOs) and Intermediate Result 2112 (cross-border
information and linkages strengthen NGO development)

Performance Indicators Intermediate Result 2111 ICNL worked with USAID-
Washington to develop a reporting and monitoring system for ICNL’s activities as the
mmplementator of the regional legal component of the Democracy Network (DemNet)
Project This system rates the NGO legal environment, taking mto account NGO
legislation and in-country capacity Following the Freedom House Index for Civil
Liberties, numerical ratings range from “7” to “1” According to this scale, a “7” denotes
an environment where the state controls or harasses the NGO sector, while a “1” denotes
a generally supportive NGO legal environment Numerical ratings are then grouped mto
three “stages”, with Stage III reflecting the most advanced stage of development

Intermediate result 2112 The measure for this Intermediate Result 1s the number of
cross-border linkages, including regional semunars’ conferences, cross-border
consultations, multi-country working groups, exchanges, the pubhcation of matenals of
regional signtficance, etc
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Targets The following are baseline data, current data and projected targets for
Intermediate Result 2111 '

Eleven Orniginal DemNet Countries

May 1998 Current Dec 1999 Dec 2000
Stage Rating Rating Target Target2
Stage I
7 0 0 0 0
6 0 0 0 0
5 0 0 0 0
% 0% 0% 0% 0%
Stage 11
4 7 4 4 2
3 0 3 3 5
% 64% 64% 64% 64%
Stage 111
2 2 1 2 1
1 2 3 2 3
% 36% 36% 36% 36%

Bosnmia-Herzegovina, Croatia, Serbia, Montenegro, and Kosovo

May 1998 Current Dec 1999 Dec 2000
Stage Rating Rating Target Target
Stage 1
7 1 0 1 0
6 1 0 0 0
5 3 3 3 1
% 100% 60% 80% 20%
Stage I
4 0 0 1 2
3 0 1 0 0
% 0% 20% 20% 40%

! Targets have been shghtly modified to reflect recent political and programmatic developments For
example, we have disaggregated the Yugoslav rating into ratings for Serbia, Montenegro and Kosovo
Sumlarly, aggregated targets reflect decreased projections for countnies (such as Lithnama) where we
lacked funding to undertake country-specific countries QOur targets do assume, however, that we will
recerve funding for country-specific work 1n Romania, although we recogmze that this 1s still uncertain

? Targets for the close of the project are contamned m our last workplan
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Stage 11T
2 0 1 0 2
1 0 0 0 0
% 0% 20% 0% 40%

Intermediate Result 2 1 12 Following ENI’s Results Framework, the target 1s to provide
twelve meaningful cross-border contacts per year to help ensure that ample opportunities
exist to exchange lessons learned on NGO law and to develop regional understanding and
awareness of NGO legal 1ssues During the past year, ICNL facilitated more than sixteen
such mitiatives

NARRATIVE SECTION

1 Report

A Intermediate Result 2111 Development of the NGO Legal
Environment

1. NGO Legssiation

During the past six months, there was significant legislative activity, including
work on draft laws already mtroduced and new drafis bemng introduced m Parhaments
With regional funds, ICNL traveled to Pristina to assess the legal environment for
Kosovar NGOs The visit revealed that Kosovar NGOs were operating n a legislative
vacuum, unable to register or legally operate ICNL mutiated a regulatory reform project
m comunction with the United Nations Mission in Kosovo (UNMIK) and obtained
funding from the Charles Stewart Mott Foundation to sustain the project

Sigruficant results were achueved both in terms of the process and substance For
the first ime, UNMIK actively encouraged the participation of key stakeholders in the
law-drafting process UNMIK sought and received wntten comments from the NGO
community, and 1t met with vanous NGO networks to explamn the imtiative UNMIK also
invited ICNL to serve as the primary techmcal advisor on the draft The final regulation,
recently enacted, 1s extremely progressive, reflecting a number of international best
practices This 1s important not only 1n Kosovo but also mternationally This is the first
time that the United Nations has specifically endorsed specific NGO law prowvisions, so
this regulation has important precedential value elsewhere m the world (East Timor 1s but
one example)

Immediately after the enactment of the regulation, ICNL worked with a Kosovar
lawyer to inform civic activists of the new framework We wrote articles for Kosovar
newspapers and penodicals, and the Voice of America broadcast a story about the
regulation We also sent out a "NewsFlash" to NGO law experts around the world so
they could learn more about this important initiative
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Legislative progress was made on other fronts as well Highhights include the

following, with more specific details in the attached country reports

In Montenegro, the draft Law on Associations and Foundations, prepared with
extensive ICNL assistance, was passed by the Parllament as soon as it reconvened
following cessation of hostilities after the NATO bombing campaign This 1s a fairly
liberal law, wiich sets forth equal conditions for the registration of foreign and
domestic NGOs, a critical provision that will permit greater cooperation in the region

In Latwvia, the Parhament approved the amendments to the Law on Pubhc
Orgamzations and therr Associations The amendments mcorporated many of the
comments made by the NGO commumty mn Latvia and removed many of the
restrictions from the previous law

In Macedoma, the legislature passed a new VAT law effective January 2000 which
provides VAT preferences for NGOs

In Bulgana, efforts to finally pass a new NGO law may soon succeed Over the
summer, ICNL 1n Washington conducted an intensive and comprehensive trammng for
the legislative working group The group, with ICNL assistance, reached consensus
on key principles to be mncluded in a consolidated draft, to replace the current three
competing versions Key figures in the legislative and political sectors assured ICNL
that the new act will reach 1ts first reading before the Christmas recess

In Slovakia, ICNL serves on a working group orgamzed by the Mimstry of Justice
preparing a new draft Law on Foundations and Funds as well as amendments to the
Law on Nonprofit Orgamizations Providing Generally Beneficial Services As of the
date of this report, the Mimstry of Justice has presented both drafts to the other
munustries for review The laws are expected to go to the Parhiament before the end of
1999, with passage anticipated in the first quarter of 2000

In Bosma and Herzegovina, the Repubhic of Srpska Ministry of Justice working group
prepared a liberal NGO law with ICNL’s assistance ICNL 1s also working closely
with the Office of the High Representative on both state and entity level draft laws on
associations and foundations  The negotiations process with the respective
governments 15 slated to begin before the end of the year

In Poland, the NGO sector successfully campaigned for the defeat of restrictive
amendments to the Law on Foundations and 1s currently having sigmficant influence
on the development of a new law on “Cooperation of Public Admumstration
Authorities with NGOs ”
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2 Capacity on Legal Issues Affecting NGOs

ICNL continued 1ts mtensive work on capacity-buillding concermng NGO legal
1issues both regionally and within countries throughout the region The mam efforts of
ICNL’s work on capacity-building focus on increasing the knowledge of and mnterest n
legislation affecting NGOs and its possible reform ICNL engages in capacity-bulding
actrvities by providing individuals and orgamzations with reference materials, by making
comments on draft legislation, and by providing vanous forms of technical assistance It
also engages m research on issues of interest in the region and publication of that research
(see Part B 3 below), educational mitiatives of various types (including conferences), and
assisting the development of cross-border linkages that can be sustamned over time (see
Part B below)

In Kosovo, following mtroduction of the new regulation on NGOs, ICNL worked
with the UNMIK registration office to develop model application forms, "founding acts,”
and "orgamzational statutes” At UNMIK's request, ICNL will also work with the
registration office for the first few days of registration m late November

ICNL’s work mn other countries on building in-country capacity has shown good
results during the past six months The number of mdividuals and orgamzations that are
mterested m laws affecting NGOs 1s steadily increasing In addition, the number of
mndividuals and orgamzations that are capable of starting and/or promoting an NGO law
reform imtiative has signuficantly increased A strong NGO community has developed over
the years 1n all the countries n the region, and this commumty has become an important
factor in the political and social ife of the respective countries It has been a frequent
occurrence that the NGO community has coalesced around an NGO law reform mitiative
This 1s particularly evident in Albania, where an active NGO commumty played a
remarkable role in the campaign for a new NGO law

Another noteworthy positive feature of capacity-building about legal issues
affecting NGOs has been the increasing cooperation between the NGO sector and the
government Government institutions throughout the region have begun to demonstrate
readmess for a constructive dialogue with the NGO sector For example, m Bulgana the
Minsstry of Labor and Social Policy took the imtiative in developing a new law on social
contracting In Poland, the government and the sector are working together to create new
legislation that will support NGO/government partnerships In the Republika Srpska, the
Minstry of Justice selected an NGO representative to head its NGO law drafting group In
Croatia, the new government office for NGO cooperation selected three NGO
representatives to serve on the drafting team preparing a new law on associations That
office also demonstrated transparency and far-handedness mn its selection of NGOs to
recerve support from the state budget

ICNL has developed a number of mitiatives in the area of capacity-buillding Some
of them are pilot projects, begun 1n one country where an important 1ssue has come to the
fore These mvolve 1ssues with regional impact and where synergies can be developed
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through replication m other countries Other projects are specifically focused on the entire
region Examples of each type of effort include the following

a Regional Activities

¢ ICNL continues to teach both an introductory NGO law course and a more mntensive
climical (simulation) course on NGO law at the Central European Umiversity in
Budapest The mtroductory course offered mm November 1999 exceeded all
expectations 1n terms of student interest—more than 70 students from throughout
CEE and the NIS attempted to register for the course, which was origmally imited to
35 students and increased to 50 to accommodate more of the demand Both courses
continue to receive ligh ratings from the students and contribute considerably to the
awareness of NGO legal issues among quabfied young people throughout the region

e [ICNL 1s continuing with its educational initiative to tramn lawyers throughout the
region who can help with local legal reform efforts, engage in government service
affecting NGOs, and effectively assist NGOs with their legal problems Through this
mtiatrve ICNL 1s continuing to work on enlarging the number of NGO law specialists
throughout the region The existing group includes private lawyers, academucs,
government officials, and members of Parllament

e ICNL 1s also developing its educational imtiative by holding regional conferences
Because this activity also fosters the development of cross-border linkages, it 1s
discussed under Part B 2 below

¢ ICNL staff attended a regional meeting of OSCE and held a discussion of the
Guidelines on Laws Affecting Civic Orgamizations, which ICNL prepared for the Open
Society Institute in 1996-1997

b Pilot Projects

e ICNL's pilot program in NGO law at the Unmiversity of Ryeka, Croatia will be launched
early next year In the fall, ICNL provided tramning and matenals to the law mnstructor
as well as a computer for her use m preparing and translating curriculum matenals
The course will be offered as an elective course available to thurd and fourth year
students through the International Law Department This 1s the first course focusing
on NGO law to be offered m the local language as a part of the regular curriculum, a
project we hope to duphcate in other countries

¢ In Hungary ICNL continues to develop its pilot “five-client” climical program on
NGO law at Etvos Lorrand University (ELTE) in Budapest, Hungary This program
will mvolve development of a theory course on NGO law, based m part on the
Croatian model, as well as a program of chnical mstruction to be taught to law
students The climc will be arranged between the umversity and the local NGO
resource center, NIOK as well as some other NGO m Hungary NIOK presently

6
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provides legal services to NGOs pro bono through a consultation process at the
center, which uses a single local attorney 1n this capacity The climical course at ELTE
will provide students to work on cases mvolving legal problems confronting NGOs,
under the supervision of local attorneys, thus mcreasing the capacity of NIOK to
respond to legal problems of NGOs In addition, this practical experience will train
lawyers to be more effective i their work advising NGOs and will thus further
develop a sustainable group of lawyers interested n legal 1ssues affecting NGOs and
capable of addressing such 1ssues m practice If this pilot project 1s successful, it wall
be expanded to other law schools in Hungary (working with local NIOK offices) and
to other countries ICNL has already had expressions of mterest from the Cynll and
Methodus Umversity in Macedonia, the Jagiellonman Umversity in Krakow, Poland,
and the Unmiversity of Podgorica in Yugoslavia, and will explore repeating the project
once the ELTE pilot gets off the ground

e Smmlarly, ICNL 1s developing pilot projects to mntegrate NGO legal issues mnto
existing academic coursework at various umversities For example, ICNL 1s working
with the Vice Dean at the Cynil and Methodius Law Faculty in Macedomnia to draft a
textbook on NGO law and to mntegrate NGO law into a variety of courses m the law
school, journalism faculty, and political science faculty

e ICNL continues 1ts work m trammng officials mvolved mn the implementation of NGO
laws In Macedoma and Montenegro, ICNL worked with officials in preparing
commentary to offer guidance in the mmplementation of new NGO laws In
Macedoma, ICNL worked with local partners on judicial tramming n NGO law ICNL
plans to work with ABA/CEELI on a region-wide Judicial Traming Institute by
preparing the NGO law component for the continuing legal education program

e ICNL contmnues 1ts work on the self-regulation mmitiafive i Bulgana This mmtiative
combmes work on an NGO Code of Conduct (with the Union of Bulganan
Foundations and Associations) and on accounting rules for NGOs (with the Center for
the Study of Democracy) It will mvolve a study of existing practices and make
suggestions for improvements Combming this with the study currently underway on
financial and other reporting responsibilities of NGOs 1 the region will give nise to a
model project on self-regulation that can be replicated, as needed, throughout the
region

Duning the past reporting period, ICNL developed and increased its activities
directed at increasing capacity and understanding of NGO legal issues, which contnibutes
to the ability within the region to sustain NGO law reform mitiatives Increased knowledge
also contributes to better admmstration of existing laws by government officials as well as
to greater access for NGOs to effective legal representation At the same time as these
capacities have been increasing, the NGO legal environment throughout the region has
become more favorable and supportive of the NGO sector Thus, ICNL’s work has
contributed to Strategic Objective 2 1 (increased, better-informed citizen participation m
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political and economic decision-makmg) and Intermediate Result 2111 (legal
environment effectively supporting the creation and operation of NGOs)

B Intermediate Result 21 12 Cross-Border Linkages
1 Summary

ICNL’s activities have also contnbuted to Intermediate Result 2 1 12 (cross-
border information and linkages strengthen NGO development) ICNL has promoted
regional connections among mdividuals and has increased the flow of information about
NGO law by publishing and distributing comparative matenals and documents of regional
sigmficance Highlights nclude the following

a. Cross-Border Linkages

e Dr Petr Pajas shared the Czech expenence with working groups mn Albama and
Slovakia

e ICNL facihitated cross-border linkages between NGO law experts n Kosovo and
Albama

¢ ICNL has contmmued to increase the capacity of ICNL-Budapest so that 1t can be an
effective resource center for the region Copies of all legal matenals (laws and reports)
from the CEE countries have been transferred from ICNL-Washington to ICNL-
Budapest, and the regional office now has a full ibrary of CEE matenals available The
next step mn this process 1s to transfer matenals from Western European countries
(which are useful reference matenals in technical assistance projects) as well as some
matenals from NIS countries and from other regions (for example, NGO Codes of
Conduct from various countries n Asia and Africa) We will also distribute as many
documents as possible to provide access to the documents via the Internet

¢ ICNL's Advisory Commuttee for ICNL-Budapest, which was established dunng the
previous reporting period and which includes representatives from many of the CEE
countries as well as countries in Western Europe, continues to meet on a regular basis
to offer gmudance and suggestions

e [ICNL has sohdified its regional network of local partners and 1s working on traming
them to deal with newly arising 1ssues, such as NGO/government partnerships and tax
reform Regional hnkages are also bemng remforced by the Regional Coordinating
Editor for the International Jowrnal of Not-for-Profit Law, based in Prague, who
communicates quarterly with the regienal network of local partners

e The 1deas discussed at the May 1999 conference reported during the past period, the
conclusions reached and suggestions made in the plenary sessiofis and the workmg

1o
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groups, were pubhished i the September 1ssue of the International Journal of Not-for-
Profit Law

ICNL has mcreased its participation in NGO-law related activities mvolving countries
both to the East and to the West For example ICNL's Bulganan lawyer, Radost
Toftisova, attended the Royaumont Conference “promoting Democratization and the
Role of Civil Society” in Budapest in June One of the topics of the Conference was
the possibihty for participation in projects funded by the Council of Europe m the
framework of the mutiative ICNL consultants from the region worked in the
Caucasus countries and 1n Central Asia on law reform mtiattves ICNL 1s working to
mcrease and facilitate cross-border hinkages with its new office i Kiev, Ukraine and 1ts
existing office m Almaty, Kazakhstan

b. Preparation and Distribution of Matenals of Regional
Sigmificance

ICNL has been working on the preparation and distnibution of matenals to

promote cross-border exchange of information and lessons learned For example

®

ICNL continues to publish its International Journal of Not-for-Profit Law (“1INL”),
providing mformation on the legal, regulatory, and self-regulatory developments
affecting NGOs This umque online journal contains country reports, articles on legal
1ssues affecting civil society, book reviews, a calendar of events, and other pertinent
information for eight different regions, including CEE IJNL’s fourth issue appeared m
June 1999 ICNL prepared a special 1ssue of IJNL on the May conference on Public
Benefit Organizations in Europe, which was published m September The Journal 1s
becoming an increasmgly popular resource for NGOs throughout the region

Information about the proceedings of the Budapest conference was also published 1n
the SEAL Bulletmn (a regional publication) and @lhance, an mternational pubhcation
on civil society

ICNL contmues to prepare country reports from the region and to pubhsh them
electronically and 1n hard copy In addition to the updated reports from Slovema, the
Czech Repubhc, Estomia, Lithuama, Poland, and Bulgana, we have a new report from
Yugoslavia and are expecting revised reports from Romania and Hungary The
country reports are written by experts 1n the region and are bemg published, together
with updated laws, m the new publication /nfernational Reporter on Not-for-Profit
Law (“IRNL”) IRNL will eventually be expanded to include reports and laws from
other regions

ICNL continues to expand the matenals available on the web site ICNL’s on-line
library contains legal matenials (laws, drafi laws, legal opmmons, etc) from all the
countries m the region as well as articles of regional sigmficance Researchers and
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practitioners n the region and elsewhere can access this resource quite easily through
the worldwide web

e ICNL’s activity continues to be directed toward the sharmng of regional lessons
learned We have been distributing 1 hard copy draft laws, enacted legislation, and
NGO law country reports among the DemNet countries, to strengthen cross-border
exchanges, to promote greater understanding of NGO law, and to strengthen capacity
for NGO law reform efforts We are presently undertaking a regional analysis of good
processes and outcomes during our work mn the region, which will be made available
as a resource tool

e ICNL has undertaken four new regional research projects These mnclude 1) a survey
of the basic framework legislation throughout the region, 2) a survey of the tax
legislation throughout the region, 3) a report on the financial and other reporting
responstbilities that apply under legislation enacted in the region, and 4) an analysis of
what rules apply to the mvestment of endowments Co-funding has been obtaned
from other sources for projects on economic activities (Open Society Institute) and tax
rules related to endowments (Stefan Batory Foundation)

1 ] Workplan

A Intermediate Result 211 1- Development of the NGO Legal
Environment

ICNL’s proposed legal framework activities are discussed m the attached country
workplans In summary, ICNL mtends to continue to focus on NGO 1ssues related to
framework legislation (1 e, the rules governing the estabhshment, registration, activities,
internal structure, regulation, and dissolution of NGOs) in countnies including Albama,
Bosma and Herzegovina, Bulgana, Croatia, Latvia, Lithuania, Poland, Romama, Slovakia
and Yugoslavia ICNL also intends to work on an mitiative to ensure that the tax
framework adequately supports NGO activities m the region We will also direct a
sigmificant amount of time to registration and other activities n Kosovo

We will make 3 to 4 country visits per year for most countrnies, although we will
seek to visit countries with high needs more often ICNL will also take a imited number of
trips to countries that have not contributed to the Cooperative Agreement (for example,
Latvia, Lithuama, Poland, etc) Moreover, in Latvia, under the leadership of the Baltic-
American Partnership Fund (BAPF) and the NGO Resource Center, the NGO sector 1s
undertaking a comprehensive review of the legal framework affecting NGOs This review
will be undertaken with the objective of rationalizing the NGO regulatory structure as well
as enabling the framework to conform to mternational and EU standards BAPF and
ICNL have entered into discussions regarding ICNL serving as a resource for this project,
especially given ICNL’s extensive work in Latvia under DemNet Simular discussions are
expected with BAPF in Lithuama

10
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In addition to capacity building through work on NGO legislative imtiatives, ICNL

will undertake projects to ensure that NGO representatives, government officials, and
private lawyers understand the law For example

ICNL will continue to teach an introduction to NGO law, mn addition to its NGO
chmcal course, at the Central European Unmiversity

ICNL will continue 1ts summer nternship program for CEU students 1n 2000, and we
will open the summer intern fellowships to anyone from the region, not just CEU
students

In Montenegro, Romania, Yugoslavia (Podgorica), Macedoma, Croatia, and elsewhere
ICNL will work closely with the law faculties to promote the preparation of NGO law
matenals 1n the local language and the addition of NGO law courses to the curnicula
ICNL will work with the law faculty to launch a clinical course on NGO law at ELTE
in Hungary as a pilot project These projects may include mtroductory seminars by
ICNL staff and/or consultants

In Bulgana, work with local government officials to increase their understanding of
the NGO sector and to promote NGO-local government partnerships will continue
ICNL has retamed local lawyers to assist us in the preparation of a comprehensive tax
survey for CEE, which will increase the in-country capacity regarding tax issues mn
addition to helping ICNL 1dentify those countries in which we should mtensify our
focus on tax reform activities

In Kosovo, ICNL 1s working with the UNMIK registration office to develop model
apphcation forms, "founding acts,” and "orgamzational statutes" At UNMIK's
request, ICNL will also work with the registration office for the first few days of
registration 1n late November In coming weeks and months, ICNL will work with
UNMIK on mmplementing "adnumstrative directions” as well as on other regulations
affecting the NGO sector (e g, customs duties, profits tax, sales tax, etc ) ICNL will
also work with UNMIK and the OSCE to educate NGOs on opportumties and
requirements presented by the new framework

ICNL has been requested by Transparency International to participate in a consortium
that will assist transition m the Balkans by seeking to develop capacity of NGOs to
monttor corruption ICNL’s role will be to build capacity of mdigenous NGOs by
focusing on legal framework 1ssues that can assist the development of capacity

These are but a few examples of planned capacity buillding activities Additional activities
will be developed as needs arise

B. Intermediate Result 2.1 12 Cross-Border Linkages

IENL will also strengthen cross-border linkages during the next year The

following are 1llustrative examples

® NGO Eaw Resource Center We will continue our efforts to mcrease the capacity of

our office in Budapest to serve as a regional center on NGO law We will continue the

11
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professional development and traming for our European staff and will hopefully add at
least one additional lawyer from the region within the next twelve months

e CEU Couarse. As discussed above, ICNL will teach two courses on NGO law, which
will foster regional networks of students interested m NGO law

® Regional Workshops and Conferences In December 1999, ICNL will hold a
meeting of experts from the region, Western Europe and the Umited States to consider
essential public benefit 1ssues The meeting will be held in Zakopane, Poland Meeting
participants will undertake a comparative study of various laws regulating Public
Benefit Orgamzations, and will discuss the development of a model law on public
benefit orgamizations for the region

e In spring of 2000, ICNL will orgamze a regional conference on public benefit
organizations and NGO taxation The conference will likely be held in Bulgana ICNL
will mtroduce 1ts regional survey on NGO tax 1ssues and will present a model law
developed by ICNL and experts from the region This conference 1s an important
component of ICNL's NGO tax reform imtiative

® Depending on demand and time constramnts, ICNL may organize one or more smaller
conferences focusing on subject rather than on a particular region, for example, a
conference on self-regulation 1ssues for three or four countnies interested in that topic
We also hope to orgamze a workshop for lawyers from some of the countries from the
former Yugoslavia, most likely in Budapest, focusing on “hot topics” particular to that
region To the extent possible, expenses for national participants attending regional
conferences will be covered under the country-specific ICNL project funding

® Other Conference Participaion. ICNL will continue to participate m regional
conferences, as they anse, mtegrating NGO legal 1ssues whenever possible ICNL will
also integrate CEE experts mnto regional and international conferences, such as the
regional NGO law conferences organized by UNHCR, Open Society Institute, Council
of Europe, and ICNL

® Acadenuc Intiaive We will work with law faculties throughout the region to
mtegrate NGO law into umversity curricula

¢ Cross-border Consultations and Information-Sharing We will try to continue to
orgamze cross-border consultations and mformation-sharing, such as Dr Pajas’ work
m Albama and Slovakia, not only within CEE but also between CEE and the NIS

® Preparation and Distribution of Regional Materials ICNL will undertake additional
regional projects during the next six months, and will mclude CEE experts in these
mtiatives ICNL waill also ensure that countries throughout the region have access to
documents of regional sigmificance, such as research reports, draft laws, handbooks on
NGO law, and conference proceedings Specifically, ICNL will negotiate with the
Open Society Institute to produce a second edition of the Guidelines for Laws
Affecting Civic Organizations

® Special Initiatives
» Regional Endowment Issues. ICNL proposes to undertake m the next year a
project designed to evaluate the legal enabling environment for relating to
management of foundation assets, and how the environment could be
strengthened We will survey the countries within the region regarding the existing

12
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regulation affecting the management of assets, including framework, tax,
governance and mnvestment regulation We will look 1n particular at the rules
relating to the mvestment of endowments In addition, we will assess the related
legal and market infrastructure goverming other types of fund mnvestments The
goal 1s to develop recommendations for best practices in the management of
foundation assets throughout the region, with the ultimate end of enhancing asset
management as a means of financing the development of civil society
orgamzations This project will focus on countries where endowment 1ssues are
posing a problem (for example, the Czech Republic and Poland), but the results
will be important throughout the region

» NGO-Local Government Partnership Issues ICNL will develop research into
these 1ssues, mcluding examples of successful partnerships, and use this research in
tandem with its legal framework development projects m Romama, Slovakia,
Croatia, Bulgana and possibly other countries

» Fiduciary Duties and Self-Regulation In the past year, ICNL imtiated a project
on fiduciary standards and self-regulation The purpose of this project 1s to bolster
internal governance and accountabiity within the nonprofit sector ICNL has
included 1 its regional and country work, iitiatives designed to promote the use
of self-regulatory mechamsms, for example, codes of conduct, as a means to
improve nonprofit accountability and governance, and to enhance the standards to
which officers and directors of organizations are held ICNL will continue these
efforts 1n the coming year through 1ts legislative, educational, and capacity-bulding
projects

» Other Regional Imtiatives Because this is a one-year work plan, 1t 1s very likely
that other regional initiatives that ment our assistance and funding which we
cannot currently anticipate will anise  We will therefore develop additional projects
and mitiatives as opportunities arise

m Last of Contacts

Throughout the course of this project, ICNL has worked closely with its DemNet
partners throughout the region In addition, counterpart assistance has been provided by
the following orgamzations over the past six months the Council of Europe, the World
Bank, UNDP, UNHCR, OSCE, the Open Society Institute, the C S Mott Foundation, the
Rockefeller Brothers Fund, the Hunganan Civil Society Development Foundation, Central
European University, and a host of other partners identified in the “contact” section in the
attached country reports

IV. Management Plan

ICNL has assigned two lawyers to each country, one with the pnmary
responsibility, the other with secondary responsibiity These lawyers are responsible for
mmplementing, monitoring, and reporting activities and accomplishments under this
project Current responsibilities are as follows
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Country

Albama
Bosma
Bulgarnia
Croatia
Czech R
Estoma
Hungary
Kosovo
Latvia
Lithuama
Macedoma
Poland
Romama
Slovak R
Yugoslavia

Primary Responsibility

Douglas Rutzen
Dragan Golubovic
Stephan Khngelhofer
Jean Garland
Douglas Rutzen
Stephan Klingelhofer
Jean Garland

Doug Rutzen
Stephan Khingelhofer
Stephan Klingelhofer
Douglas Rutzen
Leon Irish

Jean Garland

Jean Garland

Dragan Golubovic

Secondary Responsibility

Radost Toftisova
Douglas Rutzen
Radost Toftisova
Dragan Golubovic
Jean Garland
Douglas Rutzen
Radost Toftisova
Jean Garland
Douglas Rutzen
Jean Garland
Radost Toftisova
Karla Simon
Radost Toftisova
Stephan Khingelhofer
Jean Garland
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DRAFT

ICNL SEMI-ANNUAL REPORT AND ANNUAL WORKPLAN ALBANIA

Identifying Information

Project Name Democracy Network

Country Albama

Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00

Project Completion Date April 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK

Strategic  Objective Strategic Objecttve 21 (increased, better-informed citizens’
participation 1n pohitical and economic decision-making)

Intermediate Result Intermediate Result 2 1 3 2 (enabling legal and regulatory framework
empowers NGOs)

Performance Indicators ICNL worked with USAID-Washington to develop a reporting and
momutoring system for ICNL’s activities as the implementor of the regional legal component
of the Democracy Network Project This system rates the NGO legal environment, taking
into account three primary factors that contribute to a supportive NGO legal environment

*legislation, m-country capacity, and cross-border linkages Following the Freedom House
Index for Crvil Liberties, numernical ratings range from “7” to “1” According to this scale, a
“7” denotes an environment where the state controls or harasses the NGO sector, while a “1”
denotes a generally supportive NGO legal environment Numencal ratings are then grouped
mto three “stages,” with Stage IIT reflecting the most advanced stage of development '
According to this scale, the NGO legal environment in Albama 1s in Stage II, with a rating of
gy >

Targets The goal 1s for Albama’s rating to ment a rating of “2-" by the close of this project

NARRATIVE SECTION

L Summary of the NGO Legal Environment

The Civil Code prowvides the primary framework for associations and foundations mn
Albama The Civil Code section on NGOs 1s quite short, consisting of 10 articles on
foundations and 14 articles on associations The legal framework 1s generally not considered

! Additional information on this rating system can be found 1 the appendix to ICNL’s July 1997 report.

IR
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to be an impediment to NGO activity m the country Nonetheless, a number of gaps and
ambiguities exist For example

1 The Cwil Code does not articulate or define the nonprofit principle,

2 The defimtion of a foundation 1s unclear, which enabled pyramud schemes to
register as foundations,

3 Minstnies have undefined powers to supervise the activities of foundations,

4 The Civil Code fails to state how many founders are necessary to establish an
association,

5 The Civil Code 1s interpreted to preclude associations from engaging in economic
actvities,

6 There 1s an nadequate legal basis for service-providing NGOs,

7 The articles dealing with the basic documents of an NGO (1e the “Founding Act”
and “Statute”) are mussing key provisions, and

8 The distinction between public benefit and private interest activities 1s unclear

An NGO-government working group began drafting a new NGO law in 1997 The
process became a model of democratic law-making The government actively encouraged
public participation in the process, hosting two public heanings, publishing the draft law in
three leading newspapers, and inviting a pubhic participation specialist to jon the working
group to ensure that NGOs had access to the drafting process

Unfortunately, progress on the draft has been slowed by a number of external factors
Most recently, the Prime Mimster resigned, and mumsters were replaced (including the
Minister of Labor) In addition, the Miustry of Justice has been instructed to prepare a series
of amendments to harmonize Albaman legal codes with the new Constitution Because the
NGO law repeals mconsistent sections of the Civil Code, the Mimstry of Justice will
probably postpone finalization of the NGO law until the entire package of Civil Code
amendments 1s prepared The working group and key international orgamzations (including
USAID, OSCE, and UNDP) are actively momtoring developments, and are considering
various way to foster the prompt mtroduction of the draft mto Parhament 2

The NGO tax/fiscal framework 1s considered to be generally supportive, although it
too contams gaps and ambiguities The Law on Profits Tax contains exemptions for
enumerated types of NGOs Pursuant to the December 1994 Law on Sponsorship, business
are allowed to deduct donations to NGOs pursuing certain humamitanan, cultural, artistic,
sport, educational, ecological, literary, or scientific activities Individuals, however, are not
entitled to deduct donations to NGOs The Law for the Treatment of Humanitanan Aid Free
of Charge exempts certamn humanitanan goods from custom duties The tax treatment of
economic activities undertaken by NGOs 1s unclear

% As noted 1 previous correspondence, the current challenge 1s to gain governmental support for introduction of
the draft into Parhament. It will then be necessary to garner sigmficant Parhamentary support for the draft. The
mitiative requires the amendment of sections of the Civil Code, and these amendments require a 60% vote 1n
Parhament With the Democratic Party back in Parhament, 1t might be hard to muster this majority, partzcularly
smce the Democratic Party mtroduced the onginal, restrictive mmtiative
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Government contacts have told us that it will be difficult to achieve greater tax
benefits for NGOs at this time considenng the economic conditions i the country and
limmtations imposed by international financial nstitutions NGO representatives informed us
they generally have few problems with the tax authomties They therefore suggested that
ICNL not embark on a tax mmtiative at this time, smce it might lead the government to
mcrease, rather than decrease, the tax and fiscal burden on NGOs

I Report and Workplan

A Report

ICNL has sought to keep USAID fully informed of developments through e-mail
updates, trip reports, and meetings The following summarizes the developments

1 The NGO Legislative Framework

ICNL has continued to provide extensive technical assistance on the NGO draft law
In June, the Minstry of Justice and the NGO-government working group requested that
ICNL prepare comments on the draft law and present options for reconciling the NGO law
with the Civil Code ICNL prepared detailed reports on these topics with the assistance of
Dr Petr Pajas from the Czech Republic and a Yale Law School intern fluent in Albaman

In August, ICNL returned to Tirana in August to meet with the working group and the
Ministry of Justice As a result of this meeting, the working group amended the draft and
submuited a revised version to the Mimstry of Justice In turn, the Mimstry requested ICNL’s
comments on the revisions, which we submutted to the Minmistry in late August

During this visit, ICNL met with Sokol Lemaj, Legal Adwvisor to the Council of
Ministers He stated that the NGO law was the “best written law” he had ever seen m
Albama and that 1t would be passed by Parhament fifteen days after 1t was finalized by the
Mimnstry of Justice

The Mimstry of Justice promused to finalize the draft by September 15
Unfortunately, this did not happen ICNL therefore returned to Tirana m October to assess
the status of the draft law We specifically asked the working group (1) whether the delays
were caused by substantive concerns with the draft, and (2) whether the time was nght to
proceed with the mihative, since some government officials and Parhamentanans are
apparently mterested 1n controlling the growth of the NGO sector In response to the first
query, the working group stated that the Muustry of Justice had no significant substantive
concerns with the draft Rather, they stated that there was significant “bureaucratic mertia”
within the Minstry of Justice, noting that the Minstry failed to finalize any of the six drafts
awaiting submusston to the Council of Mmusters In response to the second query, the
working group unammously concluded that the time remamns nght to proceed with the
legislative imtiative
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To move the mitiative forward, the working group has devised a three-prong strategy
involving meetings with the Mimster of Labor, Mimster of Justice, and Parhamentary
representatives UNDP also suggested that key donors (USAID, UNDP, World Bank, and
OSCE) send letters of support for the mmtiative This 1s important to help mobilize pohtical
support for the draft

As stated i Section 1, the Pime Mimster resigned shortly after this working group
meeting In addition, the new Prime Mimster replaced the Mimster of Labor Our contacts
within the Minstry of Labor are planming to meet the Mimster to gauge her receptivity to the
mtiative  They are also planning to meet with officials at the Minstry of Justice in the near
future We will keep USAID informed of developments

2 Fostering In-Country Capacity and Regional Networking
a The NGO Tax Study

ICNL’s local consultants prepared an analysis of the tax treatment of Albaman
NGOs A copy of this report has been submitted to USAID In the coming months, ICNL
will work with the drafiers so that it can be distributed to NGO representatives, donors and
other interested parties It will also be integrated into a regional survey on NGO tax/fiscal
1ssues in Central and Eastern Europe

b Legal Consultations

In a pilot project, ICNL hired two Albanian lawyers (Naim Isufi and Marieta Vaso) to
provide legal assistance to NGOs on legal framework 1ssues  Specifically, the lawyers
provided assistance to NGOs participating in ANTTARC’s Institutional Development Grant
Program  They reviewed the statutes and by-laws of these orgamzations to ensure
compliance with the law and best practices, and worked with the Directors to modify these
documents In the coming months, they will register these amendments with the court Once
the new law 1s enacted, we expect the lawyers to use these skills to assist the broader NGO
community with re-registration and other legal framework 1ssues

c Integration of NGO Law 1 the Unmiversity Curniculum

Ms Vaso 1s teaching philosophy of law at the Law Faculty n Tirana Dunng the
semester, we worked with Ms Vaso to mntroduce NGO law (and the role of NGOs generally)
into the law school curniculum Ths 1s the first time that NGO legal 1ssues have been taught
n Albama, and we hope to expand the scope of these lectures during the coming months

d Regional Linkages
During the past reporting period, ICNL published two volumes of the Infernational

Journal for Not-for-Profit Law (IINL) The IJNL 1s an onlne journal that provides up-to-
date information on legal and regulatory developments affecting the not-for-profit sector n
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countnies around the world The IJNL contains regular updates on Albama and 1s distributed
around the world via e-mail and the Internet

B Workplan

ICNL plans to undertake the following activities in the next twelve month reporting
peniod, recogmzing that plans may shift depending on developments with the NGO law

1) Technical Assistance on the NGO Law

ICNL will continue to provide techmical assistance on the draft NGO law as it works
its way toward enactment Depending on needs, ICNL 1s prepared to provide additional
comments on the draft, work with the Minstry of Justice to finalize the draft for submussion
to the Council of Mimsters, and orgamze a roundtable discussion for Members of Parhament
Once enacted, ICNL will provide techmcal assistance on the foregomg projects and will
assist with the development of forms and regulations In addition, ICNL 1s prepared to
provide technical assistance on the official commentary to the new law, assuming one 1s
written

2) Wnitten Matenals on NGO Law

To help NGOs operate effectively within the law, ICNL will provide wrtten
matenials explamning the NGO legal framework We will start with a “plain language”
brochure series The brochures will be made available to orgamzations working with NGOs
We are currently sohciting suggestions for topics from USAID, OSCE, ORT, ACSF and
others, but hkely topics include

1 The drafting of orgamizational statutes,

2 The registration process,

3 The hinng of staff and other labor law i1ssues (apparently the labor
mspectorate 1s currently mvestigating NGO practices 1n this area),

4 Legal requirements relating to corporate “sponsorship”, and

5 The mportation of goods and supplies

Once the law 15 enacted, ICNL will develop a comprehensive handbook on NGO law
that incorporates these matenals The document will be distributed throughout the country
free-of-charge and will help ensure that NGO representatives, judges, and government
officials are literally on the same page concerning issues of registration, operation, mnternal
governance, etc

ICNL has currently retained a promment Kosovar lawyer to prepare a smmlar
brochure senies in Kosovo, whom we will mvolve n this project to take advantage of lessons
learned
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3) Tramimg of Lawyers and NGO Representatives

ICNL’s will tram lawyers from around the country on issues of NGO law The
lawyers will then be required to hold a meeting for all mterested NGOs 1n their respective
commumities, using the methodology and matenals presented at the traimng Ths project
will serve two goals to educate NGOs on the law and to create linkages at the local level
between NGOs and the legal community If the law is enacted by Spring, the traming will
cover the new law Otherwise, we will organize the tramming on the current legal framework,
focusing on the practical 1ssues discussed n the brochure series

4) NGO Consnltations

ICNL has hired two Albaman lawyers as consultants Durmg the first half of 2000,
the lawyers will focus on preparing the NGO law brochure series The lawyers will also help
orgamze traming programs on the law If time permuts, we will also contract with them to
provide free legal assistance to NGOs on the general legal framework

5) Integration of NGO Legal Issues mto the Law School Curniculum

In order to expose larger numbers of law students to NGO law at Tirana Law Faculty,
ICNL will contmue to work with Marieta Vaso to mntegrate NGO legal 1ssues mto the law
school curmiculum During the coming months, ICNL will be developing Albanian-language
curriculum matenals on NGO law ICNL has a Kosovar Albaman law professor working
with us 1n Washington, and she will help us develop the matenals i comunction with
Marieta Vaso ICNL 1s also considering the possibility of organizing a regional meeting for
NGO law teachers, and we would ensure that Albania 1s represented at any such meeting

6) Traming of Judges and Central Register Officials.

Courts are responsible for NGO registration, for reviewing appeals, and for handling
disputes ansing under the law ICNL therefore proposes to develop a judicial traming
program to ensure that judges properly implement and interpret the law  We expect that
Artan Hoxha (Supreme Court Justice and pnimary drafter of the NGO law) will be an mtegral
part of this project The draft also creates a central register, which has a key role m the
registration process ICNL will work with central register officials, once appointed, to help
them understand their obligations under the new law

The timing of the project depends on progress with the NGO law If 1t 1s enacted by
Spring, we will seek to organize the traming semmar dunng 2000 Otherwise, we will
develop plans 1n 2000 and will hold the traiing n early 2001

7) Self-Regulation.

ICNL 1s also mnterested m supporting self-regulatory mmtiatives in Albama It 1s a bit
premature to proceed with specific projects at this time, but USAID has provided sound
advice about groups that mught be mterested 1n pursumg this topic m the future During the

6



ICNL Repeort and Workplan - Albama
December 1999

coming year, ICNL will follow up on these leads to see if a self-regulatory mtiative would
make sense

8) Regional Linkages

In December 1999, ICNL will hold a meeting of experts from the region, Western
Europe and the Umnited States to consider essential public benefit issues The meeting will be
held n Zakopane, Poland Meeting participants will undertake a comparative study of
varnious laws regulating Pubhic Benefit Orgamzations, and will review a model law on public
benefit organizations for the region Albama will be represented by Justice Artan Hoxha of
the Albaman Supreme Court

In addition, mn spring of 2000, ICNL will organize a regional conference on public
benefit orgamzations and NGO taxation The conference will likely be held m Bulgana
ICNL will mntroduce 1its regional survey on NGO tax issues and will present a model law
developed by ICNL and experts from the region This conference 1s an important component
of ICNL’s tax reform mtiative, and ICNL will ensure that participants from Albama are
mvolved

To share regional and mternational lessons learned, ICNL will continue to distribute
laws, reports, and the IJNL to interested individuals in Albama In addition, ICNL will seek
to integrate Albamans into other regional activities detailed i our regional workplan

I Last of Contacts
ICNL has established close relationships with several government officials, lawyers,

and NGO leaders working on legal framework issues The followmng 1s a partial list of
ICNL’s Albania contacts

USAID Charlotte Watson
Ministry of Labor & SA Alfred Kocollan
Sofi Not1
Pranvera Behushi
Munistry of Justice Ilir Panda
Ardian Dvoram
Violanda Theodhon
Supreme Court Artan Hoxha, Thimjo Kond
OSCE Kim Meyer, Penny Martin, Eralda
Methasam, Evis Alimehmeti, Michael
Scheutz
UNDP Etleva Vertop:
World Bank Ana Gjokutay
ORT Juliana Hoxha
ACSF Rolanda Dhimitr
ANTTARC Lon Jenkins, Edmond Spaho, Kalia Musha
Working Group Valentina Leskaj, Artan Spah,
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NGO Reps Andnan Vaso, Vjollca Mecaj
ICNL Legal Consultants Namm Isufi, Marieta Vaso

Last of ICNL Country-Specific Documents

Laws

Lig) Per Shogerite E Bashkepunimit Reciprok, Law No 8088, March 21, 1996 (in
Albanmian)

Law on Sponsorship, Law No 7892, December 21, 1994 (in English and Albaman)
Excerpts from the Civil Code of the Republic of Albama, Law No 7850, July 29, 1994
(in English and Albaman)

Law on the Treatment of Humamtanan Aid Free of Charge, January 31, 1994 (in
Albaman)

Law on Foundations, Law No 7695, April 7, 1993 (in Enghlish and Albaman)

Law for Profit Tax, Law No 7677, March 3, 1993

Law on Turnover Tax, Law No 7676, March 2, 1993

Constitutional Laws of the Republic of Albama, December 1993

Ligy per Shoqatat, #ndated (in Albanian)

Procedura e Regpustrinut ne Gyykate, undated (in Albaman)

Draft Laws

Draft Law on the Tax Procedural Code, Chapter V, July 1998

Draft Law on the Non-Governmental Orgamzations, June 26, 1998 (in Albaman and
English)

Draft Law on the Not for Profit Entities that Provide Social and Employment Services,
June 1997 and earlier drafts

Draft Constitution of the Republic of Albama, October 6, 1994

Comments

ICNL’s Comments on the Draft Law on the Non-Governmental Orgamzations, July 16,
1998 (in English and Albaman)

ICNL’s Comments on the Albaman Draft “Law on Not-for-Profit Entities that Provide
Social and Employment Services,” November 14, 1997

ICNL’s Comments and Suggestions made by Non-Governmental Associations about the
Draft Law “About the Non-Governmental Organizations Which Work m the Field of
Social Services and Employment,” May 1997

ICNL’s Comments on the Albaman Draft “Law on the Non-Profit Organizations that are
Ornented n the Areas of Employment Services and on Social Services,” Aprif 11, 1997

[
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Reports

e Mimstry of Justice Submussion to the Councild of Europe on “The Legal Status of
International Non-Governmental Orgamsations and their Role m a Pluralistic Democracy,
“ March 23-25, 1998

e Considerations on the Legislaion and Regulations Govermng the Life of Non-
Governmental Orgamisations in the Republic of Albama, 7997

e Institutional Framework and Practice of Public Participation in Environmental Decision-
Making, by A Vaso, 1997
ABA CEELI Status Report on the Law Goverming Non-Profit Orgamzations, July 6, 1995
“The Legal Framework for Public Participation and Existing Legal Practices at the Start
of 1995”
ICNL’s Country Report—Albania, /995
Index of Legal Acts of Albama, May 1994
“Synthesis of the Answers Albama,” undated
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Identifiing Information
Project Name Democracy Network
Country Bosmia and Herzegovina
Provider name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00
Project Completion Date Aprl 30, 2001
Date of Report December 1999
RESULTS FRAMEWORK

Strategic Objective  Strategic Objective 2 1 (increased, better-informed citizen participation n
political and economuc decision-making)

Intermediate Result: A legal environment that supports the creation and operation of NGOs

Performance Indicatorss ICNL worked with USAID-Washington to develop a reporting and
momnitoring system for ICNL’s activities as the implementor of the regional legal component of the
Democracy Network Project This system rates the NGO legal environment, taking into account
three pnimary factors that contribute to a supportive NGO legal environment legislation, mn-
country capacity, and cross-border linkages Following the Freedom House Index for Cwil
Liberties, numencal ratings range from 7 to ”1” According to this scale, a “7” denotes an
environment where the state controls or harasses the NGO sector, while a ”1” denotes a generally
supportive NGO legal environment Numerical ratings are then grouped mto three stages, with
Stage I reflecting the most advanced stage of development ' Accordng to this scale, the NGO
legal environment m Bosma and Herzegovina (BiH) 1s mn Stage I, with a rating of 75+

Targets: The goal 1s for BiH’s rating to mcrease to a ”4” by the end of 2000 and to reach a ”’3-“m
2001 Thus, of course, depends upon progress made by a vanety of legislative mitiatives, which are
currently under way and described below, and more generally upon peace and stability i the
country

! Additional nformation on this rating system can be found in the appendix to ICNL=s July 1997 report.
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NARRATIVE SECTION

1 The NGO 1.egal Environment

The constitution of Bosma and Herzegovina confers all powers not spectfically assigned to
the state to its two entities the Federation of Bosma and Herzegovina and the Republic of Srpska
NGOs operate under a confusmng, fhud, and potentially restrictive array of laws including, mter
alia, a Law on Humanitanian Activities and Orgamzations, a Law on Citizen’s Associations, a Law
on Foundations and Funds in the Federation, as well as a Law on Citizens Associations and a Law
on Legacies, Foundations and Funds in the Republic of Srpska. The regulations in the Entities are
mconststent, they effectively prevent state-wide NGO registration or operations, and they tend to
create the potential for government involvement in the affairs of associations and foundations

As noted mn the prior report, a task force of Bosmian lawyers has convened under the
auspices of a collaborative 18-month Law Education and Advocacy (LEA) Project to develop an
enabling legal environment for the not-for-profit sector while coordinating a national advocacy
campaign to prepare ground for the adoption and passage of new legislation Unfortunately, the
LEA Project has had imited outreach to the government or NGO commumty

Recently, however, we have seen some promusing developments The Madnd Peace
Implementation Council specifically endorsed the “development and implementation of a
sound legal framework for civil society orgamzations, including the adoption of a draft Law
on Associations and Foundations” In addition, a number of bilateral and multilateral
mstitutions (including USAID, the OSCE, and World Bank) are lending support to NGO law
reform activities Recogmzing the mefficiency of the current NGO legal framework, the Office
of the High Representative (OHR) has recently prepared its own state and entity level laws on
associations and foundations, and plans to instigate a negotiation process with respective
governments sometime soon Finally, the Republic of Srpska (RS) Mimstry of Justice has
prepared a fairly progressive draft law on associations and foundations, which 1s expected to
be approved by the Government and mntroduced to the Parhament before the end of this year

IL Report’

A Introduction

ICNL’s primary role i this reporting period has been to provide technical assistance to
OHR and the RS Mimstry of Justice on substantive 1ssues and on the process of NGO law reform.
ICNL has served as a member of the OHR mternational adwvisory team supporting the OHR staff m

prepanng the state and entity draft law on associations and foundations In addition, ICNL has
provided assistance to the RS Minstry of Justice m preparing the new draft law on associations and

? Please note that addrtional details on each of these activities are contamed m ICNL’s trip reports and updates
previously provided to USAID
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foundations
B The NGO Legal Environment

In June 1999, ICNL wvisited the Republic of Srpska Mimstry of Justice to follow up on
prnor indications that the Mimstry of Justice was ready to proceed with NGO law reform The
Deputy to the Minister of Justice, Kovacevic, advised us that NGO reforms were high on the
government agenda and gladly accepted ICNL’s offer to provide legal and techmcal assistance
to the Ministry n preparing the new draft law on associations and foundations Shortly after
our visit, the Mimster of Justice formed a working group, which was tasked with prepanng
the new draft Our primary local contact, Goran Bubic, was named the head of this group At
its first meeting, the working group decided that the LEA-LINK draft should be the starting
pomnt m preparing the new draft As noted in the prior report, ICNL provided in-depth
techmical assistance to Mr Bubic n preparing the final version of that draft

ICNL worked closely with the RS working group and provided comments on 1ts first
draft In September 1999, at the request of the Mumustry of Justice, we visited Banja Luka to
provide assistance to the working group in prepanng the final draft We had two lengthy
sesstons with the members of the working group At the first session, general principles on
which the draft law was based and ICNL’s comments related to those principles were
reviewed The second session was dedicated to an article-by-article analysis of the draft The
working group was very receptive to our comments As a result of this collaborative process,
the final draft largely complies with mnternational standards and best regional practices The
foliowing illustrates some of ICNL’s suggestions that were incorporated by the drafters

e Associations can be founded by at least three legal or natural persons, regardless of
their citizenship, domucile or residence in Bosma and Herzegovina

e One or more legal or natural persons, regardless of citizenship, domicile or
residence can establish a foundation in Bosma and Herzegovina

¢ Associations and foundations can be engaged in both related and unrelated
economic activities In addition, an orgamzation can engage in unrelated business
activities without having to estabhish a separate legal entity, if the profit generated
from such activities does not exceed 10,000 KM or 1/3 of the annual budget,
whichever sum 1s higher

e An orgamzation that 1s registered at one entity can freely operate in the other
entity
Registration of associations 1s not mandatory
Standards of behavior for members of the management board of an association and
foundation are reflected m the draft

The Ministry has presented the final draft to the Government and OHR for review As
already noted, 1t 1s expected that the Government will approve the draft and introduce 1t to the
Parliament before the end of this year

Recogmzing that the current legal framework in Bosma and Herzegovina does not

3
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allow for an association to register and operate at the state level, OHR recently decided there
was a jurnisdictional basis for enacting a state level law on associations and proceeded with the
draft The first draft was prepared by a young French lawyer, Laurent Pech, and presented at
the first meeting of the working group, held in Sarajevo on August 26 As already noted,
ICNL served as a member of the OHR international advisory team m this process In this
capacity, ICNL provided comprehensive comments to the first draft, which were presented
and discussed at the meeting After the first meeting, the OHR Civil Law Department single
handedly decided to extend its work to the entity level NGO draft as well, despite the fact that
the final LEA-LINK draft — which sought to address associations and foundations at the entity
level - had been widely endorsed In the meantime, Mr Pech’s term with OHR expired, so
that Roland Salvisberg undertook to incorporate the Council of Europe and ICNL comments
1n the final drafis

In October, we attended the follow up meeting of the working group Because the
members of the mternational advisory team did not have a chance to see the drafts and
comment on them before this meeting, ICNL, along with USAID, led successful efforts to
persuade OHR to allow for a second quick turnaround of the comments Shortly after the
meeting, ICNL provided its comments on the state and entity draft laws for OHR’s reference
In addition, also for OHR’s reference, we provided a bullet-pomnt list of the RS draft law
provisions that m our opimion comply with international standards and best regional practices

B In-Country Capacity Building

Dunng this peniod, we provided the RS working group with a vanety of matenals that
helped them better understand the underlymg principles of sound NGO legslation and the
importance of transparency of the process These matenals were widely used by the members of
the working group m preparing the draft law

We also made several attempts to engage the Federation Government in the process In
July and October, we met with our contact 1n the Federation Mimstry for Refugees and Social
Affairs, Senada SabitovicKarnic We discussed the comphance of the Federation NGO legal
framework with mternational standards and best regional practices, with special attention to the
framework for humamtanan orgamizations We believe that those meetings helped Mrs Sabitovic
better understand why the current framework for humanitanan orgamzations does not comply with
mternational standards and hence needs to be amended We also provided Mrs Sabrtovic with
pertiment materials on the subject

In addition, during our July visit, we followed up with Judge Kalmc on his restrictive state
level draft law on associations We went through an article-by-article analysis of the draft and
explamned to Judge Kalnic several basic mternational principles underlying sound NGO law We
also provided Judge Kalmc with recent decisions of the European Court of Justice pertinent to
freedom of association

Finally, during our wvisit n August, we met the Federation Mimistry of Jusfice officials,

4
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Ranka Cvejic and Goran Ratkovic The purpose of that meeting was to advise the Mimistry about
current NGO developments in RS and to explore possibilities of having the Mimistry engaged 1n the
process We discussed the comphance of the Federation's NGO framework with mternational
standards and helped them better understand the importance of a sound NGO legal environment
for the development of civil society

C. Regional Linkages

During the past reporting period, ICNL published two volumes of the Infernational
Journal for Not-for-Profit Law (1JNL) The IINL 1s an online journal that provides up-to-date
information on legal and regulatory developments affecting the not-for-profit sector m
countries around the world The IJNL contans regular updates on Bosma and Herzegovina
and 1s distributed around the world via e-mail and the Internet

In addition, we mvited two government officials from the Federation and two officials from
the Republic of Srpska to the round table that ICNL co-orgamized mn Podgorica on the new
Montenegrn NGO law, on November 9 Unfortunately, cumbersome travel connections between
B1H and Montenegro prevented Bosnian officials from attending this round table

I  Workplan
A The Legal Framework

We shall continue to provide assistance to OHR 1n finalizing 1ts state and entity level draft
laws on associations and foundations We also stand ready to provide whatever legal and techmcal
assistance 1s required to bring the BiH NGO legal framework in hne with international standards
and best regional practices

In the Republic of Srpska, we shall continue to provide techmcal assistance to the Mimstry
of Justice after the law 1s introduced to the Parlament We shall also assist the Mimstry n
prepanng subsequent regulations relating to the law

B. In-Country Capacity Buillding

In anticipation of the enactment of the new NGO law m the Republic of Srpska, we plan a
mumber of activities that will ensure a better understanding of general principles underlimng the law
and 1ts appropnate implementation Tllustrative activities include the following

ICNL will assist the Mmustry of Justice and our local partners in preparng a
"Question-and-Answer" brochure on NGO registration This brochure will be published 1n the
local language and English

ICNL will assist the Mmmstry of Justice and our local partners in preparng a
comprehensive commentary to the new NGO law
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We shall be working with the Ministry of Justice and our local partners on presenting a
semmar for government officials, judges and NGO representatives on the new NGO law The
purpose of this semunar will be to build capacity for the implementation of the law The
seminar would provide a detailed analysis of the provisions in the law, their complhiance with
international standards, and problems that could anse m mmplementation of particular
provisions Issues that would, mn particular, be dealt with include types of orgamizations,
registration requirements, internal orgamzation, pernussibility of NGO's economic activities,
demial of regstration, redress tools, officers’ duties and responsibilities, reporting
requirements, and distribution of assets

Contingent upon additional funding commng in durning the next twelve months, we also
plan to proceed with the following activities

With the RS Mmustry of Finance and our local partners, we shall be working on
organizing a semnar on taxation of NGOs We plan to bring 1n one or two regional experts to
highhight this 1ssue from a comparative perspective and help deternmune what needs to be
amended 1n the current fiscal framework to ensure NGOs' sustamability in the long term As
noted m the prior report, our contact in the Mimstry of Finance, Biljana Kesic, has repeatedly
assured us that the Mmustry is willing to consider amendments to the NGO fiscal framework
We hope that this semunar could encourage the Minustry to proceed with those changes

With the RS Government and our local partners, we shall explore the feasibility of
putiing on a semnar on NGO-Government partnerships The seminar would highhight this
1ssue from a comparative perspective and would help determune which models of partnership
would best suit the BiH environment

In the Federation, with our local partners, we shall explore the feasibility of putting on
a semunar on taxation of NGOs in the Federation As noted 1n the prior report, we are a bit
concerned, however, that work on tax issues mught distract the NGO commumnity in the
Federation from efforts to improve the general registration law for NGOs We will therefore
carefully assess this trade-off before proceeding with the tax seminar 1n the Federation

Depending on the dynamics and outcome of OHR negotiations with the Federation
Government and the Council of Ministers, we stand ready to proceed with similar activities 1n the
Federation Examples mclude a round table on the drafts prepared by the Federation Minustry, the
brochure on registration of NGOs, a semunar for government officials, judges and NGO
representatives on the new NGO law(s), and a commentary on the new law(s)

Followmng the conclusion of the October USAID meeting with implementing partners,
ICNL shall closely collaborate with ORT m camrying out the foregoing activites We shall
exchange our workplans to determne precisely the projects on which we can work together

of
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C Regional Linkages

In spring of 2000, ICNL will orgamze a regional conference on public benefit
orgamzations and NGO taxation The conference will likely be held in Bulgania ICNL wall
mtroduce its regional survey on NGO tax issues and will present a model law developed by
ICNL and experts from the region This conference 1s an important component of ICNL's
NGO tax reform mtiative, and ICNL will ensure that participants from Bosma and
Herzegovina are mvolved

We are also considering the possibility of a conference mvolving some of the countries
of the former Yugoslavia, which would seek to address current NGO legal framework in
those countries from the mnternational and regional perspective Next year appears to be a
good time for such a conference Macedoma and Montenegro have recently enacted new
NGO laws, while in Croatia and Bosma, efforts to mtroduce new NGOs legal frameworks are
under way

To share regional and international lessons leamed, ICNL will also continue to distribute
laws, reports, and the IJNL to nterested mdividuals m BiH In addition, ICNL will seek to
mntegrate Bosmans mto other regional activities detailed m our regional workplan

V. Last of Contacts

ICNL has established close contact with a number of organizations and mndividuals working
on NGO law reform mn BiH. The following 1s a partial hist of these contacts

USAID Benjamin Feit, Wilhlam H Yaeger

OHR. Roland Salwisberg, Dawvid L Kramer,
Vladumr Stamsic

OSCE Beverly Hagerdon, Jasna Malkoc, Nedzida
Salthovic

NDI Sima Osdoby

ICVA Nick Scott-Flynn

ORT Suzanne O Hatnick, Zoran Pulpic

RS Ministry of Justice Nikola Kovacevic, Snezana Marjanac

RS Minsstry of Finance Bihjana Kesic

Federation Mimstry of Justice Ranka Cvejic, Goran Ratkovic

Federation Mimstry for

Refugees and Social Affairs Senada Sabitovic - Kanc

European Human Rights

Foundation Svjetlana Derajic

Lex-International Goran Bubic

Cormmdor Zina Rasavac, Indira Ceco

Association of Election

Officals Asim Kanlic
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Soros Legal Center Zdravko Grebo, Dusan Kalember
NGO Information and
Support Center Alma Pandzo Duric
Helsinki Commuttee Cero Mustafa

VL  List of ICNL Conntry-Speaific Documents
Laws

Federation Law on Humamtanian Activities and Humamitarian Orgamizations, Sepfember 3,
1998 (i Bosman)

Federation Law on Foundations and Funds, Apr:f 30, 1998 (1n Bosman and English)
Federation Law on Associations of Citizens, November 8, 1995 {in Bosman and English)
The Constitution of Bosma and Herzegovina, December 1, 1995

The Law on Legacies, Foundations and Funds of the Republic of Srpska, 7994

Draft Laws

OHR Working Paper State Level Draft Law on Associations and Foundations, October
1999

OHR Working Paper Entity Level Draft Law on Associations and Foundations, October
1999

Republic of Srpska Draft Law on Associations and Foundations, September 1999 (in
Bosman)

OHR Working Paper BiH Law on Associations, July 1999

Draft Law on Jomng of the Citizens in Associations which are formed on the Ternitory of
Bosmia and Herzegovina, April 1999

Draft Law on Associations and Foundations, 7im-Goran version, November 25, 1998
Draft Law on Associations and Foundations, black-lined version from October 14, 1998
Draft Law on Associations and Foundations, four working versions from September
1998, July 1998, May 27, 1998 and March 28, 1998 (in English and Bosman for the
September version)

Draft Law on Amendments and Addenda of the Law on Association of Citizens, /1997
Draft Law on Humanitanian Activity and Humanitarian Orgamsations, /997 (in Bosman),
two versions from July and August 1996 (in English)

Draft Law on Foundations and Endowments, August 27, 1996

Proposal on the Law on Foundations, August 27, 1996 (in Bosnian)

Comments

ICNL's Comments on the OHR Working Paper BiH Law on Associations, July 22, 1999
Comments on the Draft Law of Associations and Foundations of the Federation of Bosma
and Herzegovina, by the Council of Europe, July 1, 1999
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e LEA/LINK Comments on the New Law on Associations and Foundations, BiH,
November 5, 1998

¢ General Comments on the Working Version of the Draft Law on Associations and
Foundations, by Timothy R Lyman, July 7, 1998

e Opmion on the Working Version of the Law on Associations and Foundations, by
LEA/LINK Law Group, July 6, 1998

e Explanations for and Comments on the Law on Associations and Foundations, by
LEA/LINK Law Group, May 27, 1998

e Proposed Suggestions for Changes in the Customs and Fiscal Treatment of NGOs, by
LEA/LINK Law Group, May 27, 1998

e Conclusions reached by the LEA/LINK Law Group on the Draft Law on Associations and
Foundations, May 16, 1998

e Comments on the Draft Law on Associations and Foundations, by Timothy R Lyman,
April 13, 1998

e Suggested Amendments to the Draft (“Pryedlog”) Law on Humamitarian Activities and
Humamtanan Organizations, Federation of Bosma and Herzegovina, by Timothy R
Lyman, February 24, 1998

¢ ICNL’s Comments on the Draft Law on Foundations and Endowments of the Federation
of Bosma and Herzegovina, April 17, 1997

e Official Comment to the Draft Law on Humanitannan Activities and Humanitanan
Organizations, /997 (in Bosman)

e ICNL’s Comments on Draft “Law on Humamtanan Actvity and Humamtarnan
Organizations,” July 1996

e Possible Legal Regulations of Non-Governmental Orgamsations in BaH, undated

Reports

e The Local NGO Sector within Bosma-Herzegovina—Problems, Analysis and
Recommendations, by Bosman NGO Foundation, October 1998

o The Regulation of Non-Governmental Orgamisations within the Federation of Bosma-
Herzegovina and Proposals for the Future, by Bosman NGO Foundation, October 1998

e Survey The Third Sector m Bosma-Herzegovina, by Bosman NGO Foundation, Ocfober
1998 (in English and Bosnian)

e Report on Suggestions and Comments made by Non-Governmental Orgamzations that are
Covered by the LEA/LINK Office m Banja Luka, July 1998

e Analysis on Legal Treatment of Non-Governmental Organizations in Bosma and
Herzegovina, LEA/LINK Project, January 20, 1998

e Analysis of Valid Laws Respecting Non-Profitable Orgamsations and Proposals of Some
Possible Solutions, by Azra Miletic, December 1997
The RS Law on Citizens’ Association, by Jasminka Dzumhur, December 1997
Constitutional and Legal Treatment of Non-Governmental Orgamzations in Bosma and
Herzegovina, by Dr Nedjo Milicevic, December 1997

e Analysis of Vahid Laws Governing NGOs in the Federation of BaH and the Republika
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Srpska and Proposals of Some Possible Measures, by Jasminka Dzumhur, January 13,

1997
Current Legislative Restrictions, undated
Registration Guide for NGOs 1n the Federation of BH and Republika Srpska, undated
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RESULTS FRAMEWORK

Strategic Objective- Strategic Objective 21 (increased, better-informed citizens’
participation 1n public policy decision-making)

Intermediate Result Intermediate Result 211 (enabling legal/regulatory environment
framework for grassroots organizations in place)

Performance Indicators ICNL worked with USAID-Washington to develop a reporting and
momnitoring system for ICNL’s activities as the implementor of the regional legal component
of the Democracy Network (DemNet) Project  This system rates the NGO legal
environment, taking into account three pnmary factors that contribute to a supportive NGO
legal environment legislation, in-country capacity, and cross-border linkages Followmng the
Freedom House Index for Civil Liberties, numerical ratings range from “7” to “1”
According to this scale, a “7” denotes an environment where the state controls or harasses the
NGO sector, while a “1” denotes a generally supportive NGO legal environment Numencal
ratings are then grouped into three “stages,” with Stage III reflecting the most advanced stage
of development ' According to this scale, Bulgana 1s m Stage IL, with a rating of “4-

Targets: By the end of 1999, the goal 1s for Bulgana to ment a “4” rating By 2000, the goal
1s for the NGO legal environment 1n Bulgana to rate a “3 ” The following are specific targets
for the close of this project on Aprl 30, 2001 (1) finalization and enactment of the draft
NGO law, (2) increased capacity on issues of NGO law among NGO representatives, judges,
government officials and private lawyers, (3) stronger regional and international linkages
(demonstrated by the extent to which there are exchanges of information and lessons
learned), and (4) substantial progress in the area of NGO-local government partnerships

! Additional mnformation on this rating system can be found 1n the appendix to ICNL s July 1997 report.



ICNL Report and Workplan - Bulgana
December 1999

NARRATIVE SECTION

I The NGO Legal Environment

Current NGO legislation dates back to 1949 (the Law on Persons and the Family)
This law contains a number of gaps, ambiguities and restrictive provisions These mnclude
(1) politicization of the registration process, (2) ambiguity as to whether legal entities may
found or jomn an association, (3) absence of certain mummum requirements for the internal
governance of foundations, (4) and confusion over the extent to which NGOs are permutted
to engage 1n economuc activittes Despite the relatively progressive manner n which this law
has been implemented, the enactment of a new law conforming to emerging mternational
standards on the NGO status, registration, activities and other related 1ssues, would
contribute signficantly to the improvement of the NGO legal environment n Bulgana

The prospects for having this new law enacted are much greater now than they were
at the beginming of the year, afier three legislative drafts were introduced m Parhament
Despite differences among the three drafts, they include positive and modern provisions
Durmg the summer, the newly formed legislative working group, including sponsors of all
three drafts and other legal and NGO experts, worked to combine the best provisions 1n a
single draft This consohdated draft 1s now prepared and 1s expected to be mtroduced mto
Parhament once the three drafis pass a first reading vote before the end of 1999 We expect
that the new law will clanfy the status of NGOs and will mtroduce for the first time the
concept of Public Benefit Organizations, with the opportunity to tie tax and other benefits to
orgamzations that i fact serve the public

Under the current legal framework, NGOs are exempt from paying corporate mcome
tax for therr non-commercial activities, and from paying the VAT 1f they fall within
categories specified mn the law, 1e health, educational, or other social stitutions
Corporations may deduct donations to NGOs up to 5% of taxable income Individuals may
also deduct donations to certain categones of NGOs (educational and health nstitutions in
the budget, orgamzations with charitable, social, environmental, health, scientific, cultural,
and sports purposes, registered religious organizations, and the Bulganian Red Cross) up to
5% of therwr income Only certain narrowly specified categones of NGOs are exempted from
paying local property, mnhentance, or donation taxes Given the current domestic and
mternational economic, political and financial circumstances, as well as several high-profile
cases of abuses with NGO tax and fiscal benefits, the aclievement of substantial changes in
benefits granted to NGOs n the immediate future may represent a challenging task Thus
effort 1s, however, expected to begin soon after enactment of a more progressive general law
governing NGOs



ICNL Report and Workplan - Bulgana
December 1999

IL Report and Workplan

A. Report’

In conformity with 1ts June 1999 workplan, ICNL focused 1ts activities during the
past reporting period on the following four specific prionties (1) prowviding technical
assistance and support for a progressive NGO law, (2) increasing in-country capacity on
NGO legal 1ssues, (3) strengthening and improving cross-border regional hinkages, and (4)
promoting NGO/government partnerships As discussed below, these activities are directly
related to the three components of ICNL’s Performance Indicator NGO legslation, m-
country capacity, and cross-border linkages

1 The NGO Legislative Framework

The legislative project has continued to mvolve most of ICNL’s attention and
working capacity during the past months The legislative process that began in January with
the mtroduction of three alternative drafts in Parhament and a broad campaign n support of
NGO legal reform unfortunately became stymied in the ensuing legislative process Afier a
delay pnmanly caused by new legislative demands related to the war in neighboring
Yugoslavia last spring, the parliamentary agenda and prionties were again changed because
of the local elections m October Despite the temporary disruptions mn the process, ICNL
sought to mamtamn momentum and continued to meet extensively with parhamentanans,
mimstry officials, and NGO leaders The meetings with the parhamentary sponsors of the
three drafts, their staff members, and parhamentary leadership have helped keep NGO law
reform 1 the country on the parliament's prionty list, n spite of the competitive legislative
environment during this period

The public symposium on the NGO law 1n June remforced the sense of urgency with
respect reaching a final agreement on a single draft and its subsequent enactment
Diplomats, parhamentanians, politicians, and NGO leaders attended the semunar and
demonstrated broad support to the legislative working group appointed days before the event
After the symposwum, ICNL sought to mamtam public and parhamentanian interest in the
NGO draft law ICNL's local partner/consultant Michael Boyadjiev 1s one of the leading
experts m the working group that developed the working group’s consohdated draft law
ICNL's Washington and Budapest staff has been fully involved as the working group moved
towards the completion and now the introduction of the combined draft into Parhament and
its subsequent enactment

In August 1999, i cooperation with the International Law Institute and World
Learmng, ICNL conducted in Washington an mtensive and comprehensive traming for the
legislative working group  The parhamentanans collaborated with ICNL’s consultant
Michael Boyadjiev and the whole ICNL staff in detailled discussions of fundamental 1ssues
mvolved n the new NGO law and reached consensus on key principles to be included m a
consohdated draft In October, ICNL Vice-President Stephan Klingelhofer had meetings and

2 Additional mformation on these activities 1s contamed m trip reports and updates previously provided to
USAID, which are hereby immcorporated by reference
3
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discussions with many key figures in the legislative and political ife mn the country,
including the Chairman of Parhament and the Parhamentary leader of the ruling party’s
group All mterested parties recogmzed the NGO law as a prionity and assured ICNL that 1t
will pass first reading vote before the Chnstmas recess of Parhament Moreover, both
leaders of international organizations as well as promnent members of the Bulganan NGO
sector were and will continue to be mobihzed to provide energetic public support ICNL will
collaborate intensively with these parties until final success of the legislative imtiative

2 In-Country Capacity

ICNL continues to view the efforts to increase local capacity as the essential means to
ensure that NGO legal reform will be comprehensively understood and mmplemented by
Bulganan society ICNL has continued to work mtensively with local lawyers and NGO
experts, sharing with them comparative matenals and techmcal assistance The success of
this effort 1s clearly demonstrated by the fact that Bulgaman experts have since been
expressly requested to provide technical assistance in other countries 1n the region and have
been hired as experts by the Council of Europe

ICNL has recently strengthened 1ts own capacity m Bulgania by hiring a second local
consultant — Luben Panov Mr Panov recerved lus Master’s degree m Human Rights at the
Legal Studies Department at the Central European University in Budapest this year He was
selected for mnternship at the ICNL office in Washington m August 1999, and assisted at the
ICNL Conference on Public Benefit Orgamzations in Budapest m May 1999 He has been
working with Michael Boyadjiev on all ICNL projects, including the legislative working
group tramning program mn Washington ICNL 1s convinced that through the contmuing
efforts of its local consultants, 1ts capacity will be expanded for active engagement in the
development and strengthening of the legal and fiscal framework for the NGO sector

In addition, during the past two years, at the request of USAID and local partners and
colleagues, ICNL has been prepanng the ground for comprehensive legal education activity
in Bulgana Efforts began in 1997 with ICNL’s participation mn the development and
execution of an mmportant sertes of workshops for judges and prosecutors on both farr
implementation of the present laws governing NGOs and mtroducing the international
principles for reforming those laws ICNL’s work continued with the preparation of
curriculum matenals for the Master’s course m NGO Management at Sofia Umversity
sponsored by the Center for the Study of Democracy In 1999, ICNL began discussions with
the NGO Resource Center, the Institute for Sustamnable Commumties, the Center for the
Study of Democracy, UBFA and other partnering NGOs on the design and implementation of
an extensive legal education project This project amms at increasing the potential of
Bulgarian NGOs to operate in the changing legal environment ICNL’s preparatory work on
this project has involved researching logistical issues, contacting experts, and designing
sample curricula content The project will not only substantially contribute to capacity
butlding but will also assemble the cooperative strength and resources of leading Bulganan
NGOs with vast expertise in developing and implementing effective educational programs
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Regional Linkages

ICNL realizes the close relationship and interdependence between the development of
national expertise and capacity on NGO 1ssues and regional cooperation on these issues
Accordingly, ICNL has been working on encouraging the sharing of expertise between
Bulganan experts and experts from other countries in the region

Other components of this effort so far have included the following

ICNL has distributed substantive matenials throughout Bulgana and provided
techmcal assistance to NGO leaders and legal practitioners, as well as scholars
and judges, on both the existing and the desired legal environment

Our primary local partner/consultant Michael Boyadpev, tramned by ICNL, has
been among the most active Bulganan participants m all major discussions on
legal comphance and reform 1ssues in the NGO sector He has himself provided
training to local lawyers and NGO leaders in a variety of fora, including classes
orgamzed by ISC, ICNL's DEMNET partner Mr Boyadjiev has also been asked
to provide expert counsel and traming for regional and mternational programs

Another long-term local partner, Stephan Kyutchukov, continues to provide
expertise and techmcal assistance at local, regional, and mternational events As
an ICNL partner, he has served as a primary leader in the field of lawyer
education on NGO legal issues in Bulgana

ICNL has used the survey prepared by Dessislava Byeva on the legal framework
for NGO/government cooperation as one of the basic resources on the subject for
study, traming, and practical application both within and outside of Bulgana

Bulganan experts participated in ICNL’s regional conference on "Standards and
Mechamsms for Regulating Public Benefit Orgamzations" m May 1999 in
Budapest (see Regional report for further details) Participants included Justice
Bonslav Belzelkov (Supreme Court Justice and member of the NGO working
group), and Mrs Vesselinova (Ministry of Finance)

ICNL published two volumes of the Infernational Journal for Not-for-Profit Law
(IJNL) The IJNL 1s an online yjournal providing up-to-date information on legal
and regulatory developments affecting the not-for-profit sector m countries
around the world The Z/NL contains regular updates on Bulgana and 1s
distbuted throughout the country  Additional mformation on the regional
conference can be found in ICNL's regional report

4 The Partnership Project

The distribution of the paper commussioned by ICNL and prepared by Dessislava
Byeva on legal 1ssues for social contracting between NGOs and local governments created a
sound basts for ICNL’s work on this project
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Upon a written request by the Mimster of Labor and Social Policy, Mr Ivan Neikov,
ICNL 1s developing a major project to amend the legal framework for social contracting
between governments at both central and local levels ICNL compiled and furmished the
Minmistry representative on this project (Mrs Grigorova) with comparative matenials on the
legal framework for NGO/government cooperation 1n several countries Messrs
Klingethofer and Boyadpev and Ms Toftisova of ICNL’s staff have met at length with Mr
Neikov and have had several meetings with Mrs Grigorova to define the parameters of this
project These discussions as well as those with local partners have confirmed that this
project 1s extremely timely and would be welcomed by both NGOs and public authorities
ICNL anticipates broad support for its work 1n the partnership mmtiative, particularly since a
senior member of government has made an emphatic personal commutment to this effort

Accordingly, ICNL has comnussioned a legal analysis of the current legal framework
for NGOs to dehver social services Maneta Dimitrova, a lawyer with considerable
experience n legislative drafting and NGO legal issues, 1s preparing the analysis She will
be working under the supervision of ICNL semor lawyers and closely with ICNL local
consultants and Ministry representatives In addition to discerning current opportumties for
NGOs to engage 1n social contracting, the survey will uncover areas demanding legislative
action for improvements to the current legal framework The analysis will be completed by
the end of 1999 and will provide a basis for the further development of the project

ICNL also has continued its active collaboration with local NGOs, including UBFA,
CSD, the Resource Center for NGOs, and the Foundation for Local Government Reform, in
anticipation of close cooperation on the partnership project mn addition to the jomnt
implementation of other projects >

5. Internal Governance, Accounting Standards, and Self-Regulation

ICNL has mtegrated in its activities projects that address three issues of increasing
mterest to Bulganan organizations self-regulation, reform of accounting standards govermng
NGOs, and mternal governance ICNL’s speciahist in these areas, Catherine Shea, visited
Bulgana mm February 1999 to explore potential project areas with umbrella and donor
organizations

Consequently, ICNL will be providing assistance to the Umon of Bulganan
Foundations and Associations (“UBFA”) 1n its planned revision of its code of conduct, and
has already provided UBFA with research materials regarding codes of conduct used by
other orgamizations around the world ICNL has also mitiated discussions i Sofia and
Washington with representatives of the Center for the Study of Democracy regarding
potential assistance in the area of NGO accounting reform and m the development of
matenals to assist NGOs i meeting therr reporting obligations under the law ICNL’s
advisory role will increase as the informal working group handling accounting reforms
becomes more active

3 ICNL recogmizes that other 1ssues must first be addressed, so 1t will follow USAID’s lead on tuming for these
projects
6
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In addition, ICNL’s legal education project will include several topics pertaimng to
mternal governance Meetings in Bulgania have led to several mvitations to submut 1deas for
internal governance projects, and ICNL will address needs m this area as part of its ongoing
activities

B. Workplan

ICNL will continue to provide technical assistance on legislative mtiatives as its
priority project, and to support the partnership project ICNL wall also support capacity-
building activities and cross-border linkages

As noted above, ICNL has retamed the services of a local lawyer, Michael
Boyadhziev, and has recently hired a young graduate in human nghts, Luben Panov They
are providng substantial help i implementing projects mn Bulgama  This step has
substantially increased ICNL's capacity and presence within Bulgana, particularly enabling
ICNL to provide "quick response" services

Spectfic projects are summarized below

1) The NGO Legislation

ICNL will continue to promote the enactment of the new NGO law In the immediate
future, ICNL will seek to provide techmical assistance to all parties engaged n promoting
NGO law reform, and to work with NGOs, government officials, and parhamentanians who
seek enactment of a progressive, effective law govermng the NGO sector, in comphance with
both EU and other international standards

ICNL will continue to encourage consensus among the various parties involved n a
consolidated draft ICNL has received assurances from various parhamentarian key persons
that the three NGO draft laws mtroduced into Parliament will pass the first reading before the
end of 1999 This will be a step of fundamental importance to the advancement of the
legislative process After that, the efforts will be focused on finalizing a single consohdated
draft on the basis of the three, and mtroducing it m the plenary session for the second
reading The legislative working group, together with ICNL staff and ICNL local partners,
has already agreed on a unifying draft The principles contamned m this draft have the
approval of most parhamentarians involved in the process so far, mcluding those who
mtroduced the three drafis and parhamentary leaders ICNL will actively work to avoid
further delays m the process by continually focusing key persons on the most essential 1ssues
of the future law

Towards the end of 1999, ICNL will participate in a legislative semunar orgamzed by
parhamentarians to discuss the working group’s consolidated draft NGO law and the
legislative process This event may well to be of decisive importance, strengthening the
grounds for cooperation among political figures m the country

After enactment of the law, ICNL 1s prepared to provide tramming for judges on the
new law through the new Judicial Traming Institute bemng estabhished this year by the

7
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Association of Judges (see below) ICNL will offer traiming programs for NGO leaders and
lawyers on the new law, as well as publishing handbooks and other practical plain-language
materials  After the legal mtermediate support organization 1s selected under DemNet 11,
ICNL will work closely with this orgamization, as well as regional and local support
orgamzations sponsored by others (such as OSF), with particular emphasis on tramning
trainers

It 1s commonly recognized that, for the new law to become effective, implementation
procedures will need to be developed and adopted Employing 1ts expenience elsewhere
the region, ICNL will make 1tself available to provide assistance to the government agency
with implementing junisdiction 1 the design of forms, establishment of procedures, and
traimng of responsible officials

After the new NGO law 1s enacted, ICNL will continue its work on the legislative
front As elsewhere mn the region, reform of the tax structure affecting the sector 1s an
essential element of the effort to achieve long-term sustamabihity ICNL 1s already prepared
to undertake immediately a project for amending existing tax legislation in order to improve
the legal environment in which NGOs operate, to create tax incentives and other benefits for
public benefit orgamzations To this end, ICNL has already established contacts with
representatives of the Mimstry of Finance, and will seek to expand those contacts While this
project may well attract considerable opposition from certain government authorities, many
mn parhament, the NGO sector, and even the government agree that tax law reform 1s a step
that flows logically from the enactment of the new NGO law, and should be supported

2) The Partnership Project

ICNL 1s prepared to work with local partners including the Foundation for Local
Government Reform (LGRF), the National Association of Mumcipalities, the Institute for
Sustainable Commumties, the NGO Resource Center, the Center for the Study of
Democracy, and the Local Government Imtiative, and with USAID to develop appropriate
follow-on efforts on the pilot project with the Mmmstry of Labor and Social Policy

In thus pilot project, ICNL has already prepared the ground for the implementation of
a “social contracting” project that will help mmprove the legal framework and the actual
possibilities for NGOs to collaborate with the government m providing social services The
current preparation of a survey on the current legal framework for NGOs to dehver social
services has two maimn purposes (1) to analyze the legal possibiities for NGOs to engage in
social contracting, and to recommend legislative changes, where appropnate, and, (2) to
provide practical guidance to NGOs willing to engage n social contracting under the laws mn
force

ICNL plans, in cooperation with the Ministry, to distnibute the survey results among
experts from the various mumstries that have an mterest n the project (Minstries of Justice,
Fmance, Health, etc ), and to orgamze a one-day workshop on social contracting with those
experts The workshop will collect feedback from the governmental side and will provide
information about possible support for and opposition to any legislative amendments m ths
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area ICNL will then orgamze a second workshop, this time including the participation of
NGO experts and representatives as well

On the basis of the two workshops, and depending on the results of the survey and
ensuing recommendations, ICNL will work closely with our local consultants and with other
partners 1n the country, involving mumstry officials as well, to prepare draft amendments to
reform and update the respective laws relating to social contracting Such amendments may
mvolve changes 1n a vanety of laws, or creating a single Law on Social Contracting The
project 1s very comprehensive, with the potential for sigmficant impact on the social sphere
in Bulgana Smce ICNL has the support of a member of the current government — Mr
Neikov — we will seek to move the project fast, in order to take advantage of his poltical
influence and interest

Independent of the legislative activities, ICNL will also develop a sub-project on the
basis of the legal analysis Together with ICNL’s, 1t will prepare a brochure contaimng
practical guidelines in plamn language to assist NGOs willing to dehiver social services under
the current legal framework, as well as local government officials interested in employing
NGO services m ther commumities ICNL has already discussed the project with the
Resource Center for NGOs and received therr support for publishing and distnibuting the
brochure

ICNL expects to orgamze a nation-wide seminar on the social contracting 1ssue, in
cooperation with the Resource Center, the Center for the Study of Democracy, and 1ts other
partners The semunar may directly proceed from the workshops mentioned above It will
provide a good opportunity to distnibute the brochure among NGO representatives
Organizers plan to mvite local government officials to the semunar, and to encourage an
active dialogue between them and their potential partners-NGOs

Furthermore, 1t should be noted that the survey, together with the feedback that NGOs
and government officials provide, may establish a sound basis for a comprehensive
comparative study on the 1ssue, which would be of mternational mmportance This work
would directly benefit the Bulganan effort by providing useful models for social contracting
from other countries that may have apphcation in the Bulganan circumstances

ICNL beheves that the social contracting project will contribute greatly to the NGO
sector development mn the country It represents a cross-pomnt among all ICNL’s projects, by
mvolving a potential legislative imtiative, an education element, and n-country capacity
benefits, all resulting from the cooperative efforts of ICNL and its local partners and
government authorities

3) The Judicial Tramming Institute

At the approprnate time, ICNL will work with USAID and the Association of Judges
on mtegrating an NGO legal component mto the Judicial Trammng Institute The component
will include both the substantive provisions of the law and admimstrative 1ssues

Y
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4) In-Country Capacity

The foregomng activities will significantly contribute to the development of mn-country
capacity on 1ssues of NGO law Through their activities and written efforts, Mr Boyadzhiev,
Mr Kyutchukov, and Ms Byeva have already made sigmficant contributions to issues of
NGO law, both within Bulgana and regionally ICNL ntends to contmue this process of
encouraging the expansion of local expertise m the field, through wide dissemunation of
materials and traiming programs for scholars, lawyers, and NGO leaders

ICNL will develop and implement a defined legal tramming program m the next
calendar year, hopefully on the basis of a new NGO law The program will target two main
categones of audience the broad NGO commumnity, and NGO legal experts We will conduct
(quarterly) semunars/conferences/workshops discussing legal NGO 1ssues related to aspects
of the legal environment in which Bulgarian NGOs operate at a given moment This series
of traming events has already been the subject of discussion between ICNL and leading
Bulgarian NGOs with considerable experience in educational programming  Recently,
representatives of ICNL, the Resource Center for NGOs, the Institute for Sustamable
Commumnities, and the Center for the Study of Democracy set the outline of the first of the
semunars that will be held at the end of this calendar year or the beginming of next It will
focus on the new legal requirements for NGO accounting that were established a few months
ago, and are of particular concern and interest to the orgamzations with the approach of the
financial year and the beginming of the new one

ICNL will seek to actively mvolve legal experts providing services to NGOs 1 the
tramning program We understand that the selection process for support orgamizations at the
Institute for Sustamnable Commumties 1s almost complete, so we plan to coordinate this
program closely with the ISC, and to mtroduce a legal component m ther “trammng of
tramners” program Another topic that will be offered will the legal framework for social
contracting described 1n greater details in the partnership project section

The legal education project will be implemented mostly as a partnership project,
combining efforts of ICNL and 1ts local partnering NGOs ICNL consultants will provide
support on the ground and mamntamn close contact with all partners ICNL wall take the lead
mn providing traimng materials, curnicula content, international and local experts, translations,
and organizational mput

5) Regional Linkages

ICNL will also continue to promote regional networks of NGO law specialists and to
distribute matenials of regional significance in Bulgaria Such linkages will include bringing
Bulganan expertise to bear on developments in other countries mside the region and beyond,
as has been accomplished so successfully in the past It will also include providing
opportunities for students and practitioners to engage m dialogue, mn person and by
correspondence, with counterparts elsewhere n the region and with Western experts as well
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As noted 1n the last report, ICNL's rapidly advancing electromc capacity, especially
through 1ts lighly-developed website, enables people from around the world to correspond n
bulletin board and chat room formats, and ICNL has already sponsored one mternational
"virtual conference" and plans more in the near future In addition, Bulganan experts are
making significant contributions to the J/NL by way of articles and short country reports
Bulganan participation 1n these exchanges on mmportant and timely subjects will benefit
Bulganans and those with whom they correspond

ICNL will also orgamze regional n-person exchanges among experts, with practical
mpact on legal developments i the participating countnies, wncluding Bulgana In
December 1999, ICNL has organized in Zakopane, Poland, a meeting of experts from the
region, Western Europe and the United States to consider essential public benefit 1ssues The
meeting will undertake a comparative study of various laws regulating Public Benefit
Orgamzations, and will review a model law on pubhc benefit orgamzations for the region
Bulgana will be represented by ICNL partner Michael Boyadjiev and by parhamentary
consultant Grigoni Boyadjiev (both members of the legislative working group on the NGO
law) The Bulganan draft law will be used as one of the examples to be discussed at the
meeting

In spring of 2000, ICNL will orgamize a major regional conference on public benefit
organizations and NGO taxation The conference will follow on the results of the Zakopane
workshop and the 1998 conference mn Budapest, and it will likely be held in Bulgannia The
selected venue will provide a valuable opportunity for more Bulganan experts, NGO
representatives, and government officials to participate and to share experience with
colleagues from other countries 1n the region Conference participants will discuss the Model
Law developed mn Zakopane, and will focus on common problems related to public benefit
status In addition, they will review the results of the regional tax survey ICNL has
undertaken, and exchange views on alternative approaches adopted m the countrnies of the
region ICNL expects that the conference will have direct impact on Bulgana’s legal and tax
reform efforts

To share regional and international lessons learned, ICNL will also continue to
distnibute laws, reports, and the ZJNL to interested mdividuals in Bulgana In addition, ICNL
will seek to integrate Bulganans mto other regional activities detailled m our regional
workplan

The aforementioned activities are directly related to the three components of ICNL’s
Performance Indicator the NGO legal framework, in-country capacity, and cross-border
linkages The partnership project also spans the Strategic Objectives and serves as a pilot
project for other countries in the region
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m Last of Contacts

ICNL has had contact with a number of Bulganan NGOs and government officials

A partial hst follows
USAID-Bulgana

World Bank

EU

Office of the President
Wife of the President

Wife of the Prime Mimster
Council of Ministers

MOF

MOJ

MOL

Parliament

Judiciary

Local consultants
Lawyers

ISC

NGO Resource Center

Center Study of Democracy

UBFA

European Institute
CSDF

Coalition 2000
ALSYL

ABA

ACCESS

BCAF

FLGR

CEGA

Sts Cyril & Methods Fdn

John Grant, Nadereh Lee, Diana Arnaudova, Dessislava
Byeva

Svetla Dimitrova

Isabela Unibe

Vera Tagannska

Antomna Stoyanova

Elena Kostova

Hriste Panayotov

Madlen Levy-Prnimo, Mana Vesselinova

Zlatka Russeva, Galina Samaras

Ivan Neikov, Emiha Grigorova

Chairman Yordan Sokolov, Members Dragomr
Draganov, Svetoslav Louchmkov, Ekaterma Mihajlova,
Svetlana Boncheva, Velislav Velitchkov, Ivan Dimov,
Elena Poptodorova, Lmtfi Mestan, Yunal Lmwtw,
parliamentary advisor Grigory Boyadjev

Bornslav Belaselkov, Kapka Kostova, Nelly Kuzkova,
Dushana Zdravkova

Michael Boyadjiev, Luben Panov

Hnsto Hnstozov, Stephan Kyutchukov, Marieta
Dimutrova, Sasho Penov

Jane Grube, Plamen Dimitrov, Assia Kavrakova, Galya
Dimitrova, Antoaneta Arsova

Stelian Stoichev, Veliko Sherbanov

Open Society Foundation George Prohasky, Darina
Kadunkova, Veliko Sherbanov, Ogman Zlatev

Ogman Shentov, Lydia Mileva, Konstantin Tanev,
Marna Yordanova

Ognyan Lipovski, Dona Prodanova, Plamen Peykov
Angelma Tchorbadjuska

Valentin Mitev, Tzvetan Momekov

Valenia Rangelova, Ivan Vlahov

Petar Haralampiev, Hristo Stoev

Ivan Vassilev, James Corsigha

Valery Roussanov

Tanya Petrova

Gmnka Kapitanova, Damela Mihovska

Marnana Milosheva

Michael Tachev

Local Government Imtiative Becky Gadell
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List of ICNL Country-Specific Documents

Laws

Constrtution of Bulgana, July 12, 1991

Law on Corporate Income Tax, Jaruary 1998 (in English and in Bulganan)

Law on Bookkeeping, January 1998 (1n English and in Bulganan)

Law on Value Added Tax, January 1998 (in English and in Bulgarnan)

Law on Natural Person Income Tax, Jaruary 1998 (in English and in Bulgarian)

Law on Local Taxes and Fees, January 1998 (in Bulganan)

Law on Tax Procedure, /993 (1n Bulgarian)

Public Procurement Law, /999 (in Bulganan)

Social Assistance Law, 71998 (in Bulganan)

Excerpt of Regulations on the Application of the Law on Pay as You Earn Tax,
December 1994

Select Provisions of the Law on Persons and Famuly, amended 7994

Excerpt of Law on Pay as You Earn Tax, amended /994

Decree for the Implementation of the Social Assistance Law, 7998 (in Bulganan)

Decree No 133 of the Councl of Mimsters of 14 December 1990 Concerning the
Prowvision of Conditions for Development and Functioning of Foundations, amended
1992

Decree No 178 of the Council of Mimsters of 18 September 1992 Concerning the
Interpretation of Legal Instruments of the Council of Mimsters Concerning the Provision
of Conditions for Development and Functionmg of Foundations and Carrying out
Activities 1n Conformity with Articles 149 to 152 of the Law on Persons and Family
Regulation No 4/7999 on the conditions and procedure for delivery of social services (in
Bulganan)

Draft Laws

Draft Law on Non-Profit Organizations, June 13, 1998

Draft of Corporate Tax Act Amendment, May 1997

Draft Law on NPOs, by the Ministry of Justice, May 1997

Draft Law on Non-Profit Orgamzations, March 1, 1997

Draft Law on NPOs, by the Mimistry of Justice, March 1997

Suggested Amendments to the Income Tax Act, October 30, 1996

Draft Law on Non-Profit Orgamzations, March 31, 1996

Draft Law on Non-Profit Orgamzations, March 1, 1996 (in English and Bulgarian)
Draft Law on Non-Profit Orgamzations, December 30, 1994

Draft Code on Tax Procedure, /999 (in Bulganan)

Draft Social Security Code, Sepfember 13, 1999 (in Bulganian)

Draft Law amending the Law on Natural Persons Income Tax, October 1999 (in
Bulgaran)
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¢ Consolidated Draft Law on NPOs, (version of the legislative working group) October 1,
1999 (in English and in Bulgarian)

Comments

e ICNL’s Comments on the Draft Law on Non-Profit Orgamzations, August 1998
e ICNL’s Comments on the Draft Law on Non-Profit Organizations, June 16, 1998

Reports

ICNL’s Country Report, 71999

ICNL’s Report The Legal Framework for Social Contracting Between NGOs and Local
Governments, by Dessislava Byeva, September 1998 (in Bulgarian and English)

NPOs in Bulgana Legal Problems, 7997 (in Bulganan)

Taxation of Not-for-Profit Organizations, by Stephan Kyutchukov, 7996

A Report on Bulgana, /995

ICNL’s Country Report, 1995
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DRAFT

ICNL SEMI-ANNUAL REPORT AND ANNUAL WORKPLAN CROATIA

Identifying Information

Project Name Democracy Network

Country Croatia

Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00

Project Completion Date Aprii 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK

Strategic Objective Strategic Objective 2 1 (increased, better-informed citizens’ participation
n pubhe policy decision-making )

Intermediate_Result A legal and regulatory environment that supports the creation and
operation of NGOs

Performance Indicators ICNL worked with USAID-Washington to develop a reporting and
momitoring system for ICNL’s activities as the implementor of the regional legal component of
the Democracy Network (DemNet) Project This system rates the NGO legal environment,
taking mto account three primary factors that contribute to a supportive NGO legal
environment legislation, m-country capacity, and cross-border hnkages Followng the
Freedom House Index for Civil Liberties, numerical ratings range from “7” to “1” According
to this scale, a “7” denotes an environment where the state controls or harasses the NGO
sector, while a “1” denotes a generally supportive NGO legal environment Numerical ratings
are then grouped mto three “stages,” with Stage I reflecting the most advanced stage of
development ! According to this scale, we believe the NGO legal environment m Croatia has
advanced to a rating of "5", primanly as a result of the creation of the new government office
for cooperation with NGOs and mdications that the government's program to provide state
support for NGOs 1s bemng administered m a relatively even-handed manner

Targets  Croaha’s rating 1s a "5", an improvement over 1ts rating of “6” during the previous
reporting pennod ICNL projects that Croatia’s rating will rise to a “4” by the end of 2000, and

! Additional information on this rating system can be found 1n the appendix to ICNL’s July 1997 report
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will mcrease agamn to a “3- by the close of the project m 2001 This of course depends
primarily on upcoming election results, the receptivity of the new government to adopting
changes m the NGO laws, and its reaction to outside pressures to do so

NARRATIVE SECTION

1 The NGO Legal Environment

The primary NGO laws are the 1995 Law on Foundations and Funds and the July
1997 Law on Associations There 1s also a 1992 law regulating humanitanan aid and a law
permitting the establishment of nonprofit “corporations” estabhshed as private or
governmental initiatives for public benefit purposes, which require mimsterial approval and
follow registration procedures similar to for-profit compames Political parties, religious
entities, and trade unions are regulated under separate laws

The Law on Associations regulates the creation, structure, legal position, and
termmation of associations A munimum of 10 founders 1s required to form an association
Foreign citizens as well as Croats can be founders The 1995 Law on Foundations and Funds
regulates foundations, although not many exist Foundations are registered with the Minstry
of Culture and Education The law 1s very restrictive, and only a handful exist (less than 15)
The Law on Associations has been heavily criticized by both domestic and mternational
experts, 1n large part because of extensive discretion on the part of registration officials, a lack
of safeguards 1n the event of involuntary dissolution, and severe property transfer restrictions
Pursuant to the Law on Assocations, the government this year promulgated critena outlining
the types of NGOs that could qualfy for government support and set aside more than eight
milion kunas (roughly US$ 1,100,000) to support NGO activities There 1s a concern,
however, that the government will not be able to meet this commitment because of the severe
budget deficit

A VAT law came nto effect on January 1, 1998, without any exceptions or reduced
ratngs for NGOs Only artistic or cultural associations may receive tax deductible
contributions However, NGOs remamn generally exempt from taxation on revenues derived
from donations and grants

The Law on Public Assembly and Peaceful Protest, previously withdrawn following
international cnticism, has been re-introduced in a milder form, and has already gone through
a first reading in Parhament

Despite an ongoing distrust of NGOs on the part of the Croatian government, we are
seeing some signs of an ncreased willingness to work with the NGO sector For example, this
year the Croatian government established a task force to prepare amendments to the Law on
Associations The task force includes three NGO representatives In late 1998, the
government established an office for cooperation with NGOs Among other things, the office
has been tasked with admimstering the state funds set aside for NGO support and selecting the
NGOs to receive assistance Its director 1s a talented woman who has been quite successful at
finding outside funding for activities
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The NGO community itself remains fragmented Many NGOs see each other as
competitors for an ever-shnnking amount of foreign funds, and suspicion rather than
cooperation 1s often the result Within this context, ICNL recogmzes that law 1s but one
condition necessary for the development of the NGO sector, and that legal issues are
mnextricably hnked to broader NGO 1ssues, including NGO-governmental relations, lateral
links and coalition building, and the mnstitutional development of NGOs We recognize 1t 1s
important to stay as neutral as possible and to develop working relationships with both the
NGO community and the government to the extent possible

n Re[gort2
A The Legal Framework

As noted 1 the prior section, the government has set up a working group to prepare
amendments to the Law on Associations ICNL obtamed a copy of the working draft and
prepared preliminary comments, which we will finalize once the draft 1s officially released

Unfortunately, the current draft fails to provide any substantial improvements For
example, the draft provides for mandatory registration of all associations, while the provision
on governing associations’ economic activities remains controversial In addition, the draft
seeks to provide restrictive conditions for the registration of foreign associations

During our September wisit, we met with Mr Palanc, whose Directorate for
Admumnistration Affairs has overall responsibility for amendments to the Law on Associations
He informed us that the draft law (which remains a "working paper," not yet a draft) would
not be presented to the current Parliament before it 1s dissolved at the end of October Instead,
they will wait until after the elections, currently predicted for December or January, and the
seating of the new Parhament The elections may also result mn changes in the government,
which could further delay presentation of the draft law

After the elections, ICNL will orgamze a roundtable, m collaboration with the
government’s NGO Office, Directorate for Administrative Affairs, Croatian Legal Center and
other mterested local partners, to discuss the proposed draft and to offer techmcal assistance
to the working group

In addition, Ceraneo and the Croatian Legal Center prepared their own draft law,
which ICNL reviewed and assessed

ICNL also prepared comments on those aspects of Croatia's Law on Social Care
which impact upon NGOs Unfortunately, both Mr Pokrajcic, the Deputy Minister from the
Minstry of Labor and Social Welfare, and the Department Head responsible for the Law on
Social Care, Mrs Ana Balaban, were out of town during our September visit so we were
unable to discuss the comments We will stay mn contact with them and follow up on our next

% Additional information on these activities 1s contamned 1 trip reports and updates previously provided to
USAID, which are hereby incorporated by reference
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visit, or via our local consultants, about the possibility of assistance with regulations or other
activities relating to encouraging NGO-government partnerships in the social care area

As noted m the prior section, the Law on Public Assembly and Peaceful Protest has
been remtroduced to the Parhament ICNL prepared a comparative assessment of the first and
second drafts We also prepared specific comments on the second draft at the request of Prof
Kregar, the principal architect of the draft We are working with our NGO partners to
orgamze a roundtable to discuss the proposed legislation It 1s unhkely however that this
round table could be organized before the upcoming elections

B In-Country Capacity Building

Local Consultant During the past reporting period, ICNL recruited and retained a
new local consultant, the orgamzation B a B e ("Be Active, Be Emancipated”) BaBe will
work prnimanly through its lawyer, Radmila Sucevic, to act as ICNL's "eyes and ears" on the
ground and to assist us mn project implementation

NGO Law Course In September, following final agreement with the Faculty of Law
in Ryeka, ICNL provided a one-week intensive training session mn our Budapest office for the
young professor, Sanja Baric, as well as assistance in the development of the curnculum and a
modest amount of financial support to the faculty We also provided, with USAID's consent, a
computer to enable Mrs Baric to more easily carry out her task of finalizing and translating
curriculum matenals The course will be taught n the spring of 2000

We provided Mrs Baric with a variety of comparative matenals pertent to freedom
of association and with a number of NGO laws from the region, including Croatia, as well as
with ICNL comments to those laws During her traming i Budapest, Mrs Baric also attended
a one-day workshop on NGO legal framework, conducted by ICNL Program Director for
CEE, Jean Garland, and hosted by the OSCE 1n Vienna

NGO-Government _Partnerships ICNL retamed Mrs Banc to prepare a
comprehensive report on the legal framework for NGO-government partnerships m Croatia
(simuilar to reports we have done for Slovakia and Romama) This report will help us identify
those areas in which further legal reforms mught be appropriate In cooperation with the
government's Office for Cooperation with NGOs, we also plan to orgamze a workshop to
pubhcize the results of the study and to encourage NGOs and officials to work together on
improving cooperation AED 1s also interested in working with ICNL on these workshops

Lawver Trammg As a part of our Lawyer Trammg Project, discussed more fully
below, ICNL hired a young Croatian lawyer, Mladen Ivanovic, and a tax expert, Marja
Zuber, to prepare manual on legal and fiscal issue impacting on NGOs m Croatia The
projected deadline for the first draft of this manual 1s the end of this year As discussed i our
list of pending projects, which was submutted to USAID on October 26, this manual 1s
mtended to be used by a core group of lawyers who are mterested i the NGO legal
framework and in providing pro bono services to NGOs
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C Regional Linkages

During the past reporting period, ICNL published two volumes of the International
Journal for Not-for-Profit Law (1IINL) The IJNL 1s an online journal that provides up-to-date
information on legal and regulatory developments affecting the not-for-profit sector mn
countries around the world The IINL contains regular updates on Croatia and 1s distributed
around the world via e-mail and the Internet

I Workplan

A The NGO Legal Framework

Law on Associations At the request of Government Office for NGO Cooperation,
we shall provide our comments to the Government’s first NGO draft and closely monitor any
further developments with the draft through our new local contact, Radmula Sucevic, who 1s
the member of the drafiing team

After the elections, and as the draft i1s being finalized, ICNL m collaboration with the
government (State Directorate for Admimstrative Affairs and the NGO Cooperation Office)
and our local partners will orgamze a round table on the draft to examine its comphance with
international standards and best regional practices This will be the first step in what will be an
ongomg techmcal assistance effort by ICNL to improve the NGO legal framework by
continued assistance to the draftng group in the preparation of a revised Law on
Associations, followed at a later time by assistance with implementation

We will also remain available to the Mimstry of Labor and Social Welfare for further
assistance in prepanng regulations in connection with the Law on Social Care, as well as to
the State Directorate for Admimstration regarding the public assembly law

Depending upon the results of the upcoming elections and the new government's
amenability to tax reform, we may be able to work with local partners in identifying and
recommendmg changes to be made n the legal framework relating to tax benefits This would
be a part of our proposed seminar on economic activities, discussed below

B. In-Country Capacity Building

Lawyer Training Project. In collaboration with the Croatian Legal Center, ICNL
will continue our lawyers traimng project Following the completion of the NGO manual, we
shall orgamze one or more workshops for interested lawyers that would seek to address the
legal and fiscal framework for NGOs m Croatia We will especially target lawyers who will
work on the SOS Help Line at the Croatia Legal Center and those who will staff the regional
support centers

NGO-Government Partnerships. As already noted, ICNL hired Sama Baric to
prepare a survey on the legal framework for NGO/government partnerships Following the
survey, 1 collaboration with the Government Office for NGO Cooperation and B AB E, we

5
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shall orgamze a series of workshops to explore possibilities for direct financial support to
NGOs from local and state admmstrations, to help NGOs and local adminstration officials
understand what the legal restrictions and possibilities are, and to explore how they can most
effectively work together

Economic_Activities With the Croatian Legal Center, B a B e, and Government
Office for NGO Cooperation, we shall organize a follow up seminar on NGOs' economic
activities. As noted in the prior report, we learned from the April tax semunar that this 1ssue 1s
highly controversial in Croatia and needs to be addressed The semunar would analyze
economic activities of NGOs from a comparative perspective, focusing on regulatory models
that best fit the situation in Croatia

NGO Law_ Courses With the Zagreb Law Faculty, we shall be working to
incorporate a variety of NGO legal and other 1ssues mto the general curniculum so that the
students would have a better understanding of legal and sociological aspects of the third
sector During our September visit, we received positive feedback about this project for Prof
Dika, Prof Kregar and the new Vice-Dean of the Faculty, Simsa Petrovic

ICNL will also continue to provide assistance to the Ryeka Faculty of Law m
developing the NGO curniculum

Domestic Donors Workshop AED has proposed working with ICNL on a workshop
to encourage mcreased philanthropy on the part of domestic donors As envisioned by AED,
the workshop would focus on two aspects of the i1ssue first, an exammation of the legal
barriers to donations, and second, encouragement of increased individual and corporate
philanthropy

However, AED does not have any funds to contribute to this jomt project, so we need
to examine the concept paper and proposed budget in order to determine whether this project
fits within our prionities for the current period 1n Croatia If we decide to proceed with this
project, we may wish to seek bids from potential local partners or work with our new local
consultants (BaBe) as well as AED m 1ts implementation We are awaiting further
discusstons on this with AED

Another potential local partner (along with AED) may be the Center for Civic
Imtiatives They conducted a senes of semmars to encourage corporate philanthropy a few
years ago and seem well placed with Zagrebacka Banka and other major companies to help us
find the best partners mn the business community to work on this

C. Regional Linkages

In December 1999, ICNL will hold a meeting of experts from the region, Western
Europe and the Umited States to consider essential public benefit 1ssues The meeting will be
held in Zakopane, Poland Meeting participants will undertake a comparative study of various
laws regulating public benefit organizations, and will review a model law on public benefit
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orgamzations for the region Croatia will be represented by Prof Josip Kregar from the
Zagreb Faculty of Law

In sprning of 2000, ICNL will organize a regional conference on public benefit
orgamzations and NGO taxation The conference will likely be held in Bulgana ICNL will
introduce 1ts regional survey on NGO tax issues and will present a model law developed by
ICNL and experts from the region This conference 1s an important component of ICNL's
NGO tax reform imtiative, and ICNL wall ensure that participants from Croatia are involved

We are also considering the possibility of a conference involving some of the countries
of the former Yugoslavia, which would seek to address current NGOs legal framework m
those countnies from international and regional perspective Next year appears to be a good
time for such a conference Macedoma and Montenegro have recently enacted new NGO
laws, while n Croatia and Bosma efforts to mtroduce new NGOs legal framework are under
way

To share regional and nternational lessons learned, ICNL will also continue to
distribute laws, reports, and the IINL to mnterested individuals in Croatia In addition, ICNL
will seek to integrate Croatians into other regional activities detailed in our regional workplan

[} List of Contacts

ICNL continues to make substantial progress i developmng good working
relationships with various organizations mn Croatia The following 1s a partial list of ICNL’s
contacts

Slavica Radosevic
Ana Balaban, Ivanka Spaly

USAID-Zagreb
Mm of Labor and Social Welfare

Ivana Goranic
Lora Dragic
Andmyja Metelko

Mimstry of Foreign Affairs

Drirectorate for Administrative

Affairs Antun Palarnic, Slobodan Ljubisic
Ombudsman's Office Ante Klaric

Marta Vidakovic Mukic
Croatian Law Center Vesna Grubic, Natasa Dyjurovic
Croatian Humamntarian Network Josip Mikulic

Mirjana Dobranovic

Jelena Brajsa
Soros Foundation Drago Pero Vrucinic

Davor Brkic

Marina Skuric-Prodanovic
Ceraneo Gojko Bezovan, Nives Radelpc, Marya Raos,
Center for Civil Inttiatives Mirela Despotovic
World Learning Jil Benderly
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Croatian Helsinki Commuttee Zarko Puhovski
Umv of Ryeka Jasminka Ledic
Miomr Matulovic
Zagreb Law Faculty Mihailo Dika, Josip Kregar, Sinisa Petrovic
Private Lawyers Vlatka Vednis
Nevenka Trbovic
Ines Vukobratovic
Erika Kocyancic
BaBe Radmila Sucevic,
Group for Direct Prot Mirjana Radakovic
Of Human Rughts Veronika Reskovic

IV List of ICNL Country-Specific Documents

ICNL has an extensive collection of matenals relating to NGO law m Croatia,
including the following

Laws

Law on Associations, June 18, 1997 (in English and Croatian)

Law on Foundations and Funds, June I, 1995 (1n Croatian and English)

The Constrtution of the Republic of Croatia, December 22, 1990

Law on Social Orgamizations and Citizens’ Associations, /990 (in Croatian &
selected text in English)

Draft Laws:

First draft law on Associations and Humanitarian Organizations, prepared by the
Government’s working group, March 11, 1999

Draft law on Associations and Humamtanan Orgamzations, prepared by the
Croatian Legal Center’s working group, May 14, 1999

Fnal Proposal for the Law on Associations, March 17, 1997

Humanitarian Orgamzations and Humanitanian Aid Bill, 7997

Peaceful Assembly and Public Protest Bill, /997

Proposal of the Associations Act, October 1996

Draft of the Law on Associations, /995

Draft Proposal of the Law on Humanitarian Organizations and Humanitarian

Aud, May 1994

Proposal of the Law on Associations, April 1994

Comments:

ICNL’s Comments on the Croatian Legal Center’s draft law, September 15, 1999
ICNL's Comments on the Draft of the Public Assembly Law, May 1999

at
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ICNL’s Comments on the Repubhc of Croatia Draft Law on Associations,
February 27, 1997

ICNL’s Comments on the Proposed Republic of Croatia Humanitarian
Orgamzations and Humanitarian Aid Bill, 7997

Humanitanan Orgamzations and Humanittanian Aid Bill (Comments and
Exposition), 1997

Peaceful Assembly and Public Protest Bill (Comments and Exposition), /997

The Croatilan Peaceful Assembly and Pubhc Protest Bill and the European
Convention on Human Rights (Comments), by Stephen C Neff, September 26,
1997

Reports:

Croatia NGO Tax Law Report, by Gojko Bezovan, April 1999

The Legal Status of Non-Governmental Orgamzations and Their Role mn a
Pluralistic Democracy — Croatia — Center for Direct Protection of Human Rights
(two versions from the Center for Direct Protection of Human Rughts and the
Minustry of Foreign Affairs, Council of Europe), March 23-25, 1998

Croatia — Country Report on Civil Society Regulation, by Gojko Bezovan, May
24-28, 1995

Croatia Associations and Foundations, undated

ICNL wishes to express its appreciation to USAID for its support and guidance over
the course of this project
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Identifying Information
Project Name Democracy Network
Country Czech Republic
Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00
Project Completion Date April 30, 2001
Date of Report December 1999

RESULTS FRAMEWORK

Strategic Obrective Strategic Objective 2 1 (increased, better-informed citizen participation
m polhitical and economic decision-making)

Intermediate Result A legal environment that supports the creation and operation of NGOs

Performance Indicators 1CNL worked with USAID-Washington to develop a reporting and
monttoring system for [CNL’s activities as the implementor of the regional legal component of
the Democracy Network Project This system rates the NGO legal environment, taking into
account three primary factors that contribute to a supportive NGO legal environment
legislation, n-country capacity, and cross-border linkages Following the Freedom House
Index for Civil Liberties, numenical ratings range from “7” to “1” According to this scale, a
“7” denotes an environment where the state controls or harasses the NGO sector, while a “1”
denotes a generally supportive NGO legal environment Numerical ratings are then grouped
mto three “stages,” with Stage III reflecting the most advanced stage of development '
According to this scale, the NGO legal environment in the Czech Republic was n Stage III,
with a rating of “1-,” as of the close-out of USAID-Prague We have heard reports of back-
shding, but we have not been actively momitoring the situation in the Czech Repubhc because
USAID has closed out of the country

Targets There are no country-spectfic targets, as USAID-Prague has officially closed out
The Czech Republic remains involved, however, in regional activities

! Additional information on this rating system can be found 1n the appendix to ICNL’s July 1997 report
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NARRATIVE SECTION

| 8 Report and Weorkplan

A Report

One of the leading NGO law experts m the region 1s Dr Petr Pajas from the Czech
Republic ICNL employs Dr Pajas as a part-time consultant to share lessons learned from the
Czech Republic During the past six months, Dr Pajas has

1 Served as a consultant on ICNL’s Albama project, preparing reports and
matenals for the Albamtan NGO-government working group,

2 Served as a consultant on ICNL’s Slovak project A leading Czech lawyer
(Dr Lenka Deverova) also participated m this project

3 Prepared written materials to explamn the NGO legal framework m the Czech
Republic to regional colleagues

4 Served as CEE Regional Coordinating Editor for the International Journal on

Not-for-Profit Law (see below for description) In this role, Dr Pajas
prepared and collected matenials to help ensure the regional exchange of
information

In addition, during the past reporting period, ICNL published two volumes of the
International Journal for Not-for-Profit Law (IINL) The IJNL 1s an online journal providing
up-to-date imformation on legal and regulatory developments affecting the not-for-profit
sector mn countries around the world The journal contains regular updates on the Czech
Republic and 1s distributed throughout the country via e-mail and the Internet

B Workplan

Dr Pajas has been extremely effective 1n lus work on vanous projects for ICNL We
will therefore contmue to use him as a consultant on country-specific and regional projects
Among other projects, Dr Pajas will

¢ Contmue to provide assistance on ICNL’s Albania, Slovak and other country-
specific projects,

¢ Prepare wntten materials explamng the NGO legal framework m the Czech
Republic for regional colleagues,

e Contmue to serve as IINL’s Regional Coordinating Editor,
Share the Czech experience at regional meetings and conferences,

In December 1999, ICNL will hold a meeting of experts from the region, Western
Europe and the United States to consider essential public benefit 1ssues The meeting will be
held m Zakopane, Poland Meeting participants will undertake a comparative study of various
laws regulating Public Benefit Orgamzations, and will review a model law on public benefit
orgamzations for the region Dr Pajas 1s an expert on this 1ssue and will chair key sessions
Dr Lenka Deverova will also participate in this workshop

2
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In spring of 2000, ICNL will orgamze a regional conference on public benefit
orgamzations and NGO taxation The conference will likely be held mn Bulgania ICNL will
distnibute 1ts regional survey on NGO tax 1ssues and will present a model law developed by
ICNL and experts from the region This conference 1s an important component of ICNL’s tax
reform mtiative, and ICNL will ensure that participants from the Czech Republic are
mvolved

To share regional and international lessons learned, ICNL will continue to distribute
laws, reports and the IINL to interested individuals in the Czech Republic In addition, ICNL
will seek to integrate Czechs into other regional activities detailed in our regional workplan
Moreover, [CNL will provide assistance and information on regional best practices to Czech
officials and NGO representatives to help the Czech Republic mamntam its “1-“ legal
framework rating Fmally, ABA/CEELI 1s establishing a regional judicial traimng mstitute mn
Prague [ICNL will work with ABA/CEELI to develop the NGO law component of this
regional mmtiative

11 List of Contacts
Over the years, ICNL has established contact with a number of government officials,

members of Parhament, lawyers, and NGO leaders 1n the Czech Republic The following 1s a
partial hist of ICNL’s contacts

Minstry of Finance Jin Volf
President’s Office Pavel Novak
Judiciary Jan Vyklicky
Czech Bar Assoc Lubos Tichy
Law Faculty Ivo Telec
NGO Law Experts Petr Pajas
Lenka Deverova
Mott Foundation Jon Blyth
Walter Verrs
ABA CEELI Bill Meyer
Sector Jana Ryslmkova, Ondre) Sekanina

ImI. List of ICNL Country-Specific Documents

Laws

The Labour Code, 7963, amended 7993 (i book form)
Acts on the Economic Relations with Foreign Countries (7980), on the Enterprise with
Foreign Property Participation (7988), and on the Jomnt Stock Compantes (7990), (in book
form)
e Zakon o podminkach cmnostt organizact s mezmarodnim prvkem v Ceskoslovenske
socialisticke republike, 7986
Act on Citizens’ Civil Law Associations, May 1, 1990
The Commercial Code, November 5, 1991, amended 1992 and 1993 (1in book form)
3
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Listiny Zakladnich Prav a Svobod, 7992

Zakon o ucetnictvi, /1992

The Civil Code, 7992 (1n book form)

The Constitution of the Czech Republic, December 16, 1992
Zakon o danich, /993

Zakon o dani, 71993

Act on Public Service Companues, January I, 1996

Act on Statutory Compames, January 1, 1996

Act on Foundations and Funds, September 3, 1997

Act on Foundations and Endowment Funds, January 1, 1998

Draft Laws:

Draft of the Principles of an Act on Non-Profit Legal Persons, March 8, 1994

Draft of the Act Regarding Foundations, Non-Governmental and Not-for-Profit
Orgamizations, /994

Government Proposal of the Principles of the Law on Foundations, May 10, 1995
Proposal of the Principles to Underhe the National Endowment Fund Act, /995

Draft Act on Nonprofit Corporations and Amending the Income Tax Act, the Real
Property Tax Act, and the Act on the Inhentance Tax, the Donation Tax and the Tax on
Transfer of Real Property, 1995 (in Czech and English)

Navrh poslance Tomase Jezka a dalsich na vydam zakona o Ceske narodm nadaci, /995
Draft of the Fmal Proposal of the Act on Foundations and Funds, undated

Comments

Stanowisko k zakonu o obecne prospesnych spolecnostech a o zmene a doplnem nekterych
zakonu, undated

Act on the Enterprise with Foreign Property Participation-Short Commentary, /990 (in
book form)

Preamble to the Bill on Non-Profit Corporations, May 24, 1995

Zakon o nadacich a nadacmch fondech, Komentar, by CH Beck, /998 (in Czech) (in
book form)

Spolkove Pravo, by C H. Beck, 71998 (in Czech) (in book form)

Reports

Czech Republic Associations and Foundations, undated

Doing Business in the Czech Republic, by Price Waterhouse, June 1995 (in book form)
Regulating Civil Society—Baseline Analysis of the Non-for-Profit Law m the Czech
Republic, by Petr Pajas, May 14, 1995

Czech Republic Country Report, by Petr Pajas, two versions dated September 21, 1995
and November 1996

Overview of the NPO Legal Environment m the Czech Republic, by ICNL, 7996

K\j
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Structural and Systemic Issues Surrounding the Establishment and Management of
Endowments n the Czech and Slovak Republics, 7998

The Legal Status of Non-Governmental Orgamsations and Therr Role i a Plurahstic
Democracy, by the Ministry of Justice, Council of Europe, March 23-25, 1998

On the Treatment of Foreign Foundations accordmg to the Act No 227/1997 (Act on
Foundations and Funds), by Lenka Deverova and Petr Pajas, April 1, 1998

On Tax Rules for NGOs n the Czech Republic, by Petr Pajas, October 1998

Registration Forms:

Statute of a Fund
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Country Estoma
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Project Completion Date April 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK

Strategic Objective  Strategic Objective 2 1 (increased, better-informed citizen participation
m political and economic decision-making)

Intermediate Result A legal environment that supports the creation and operation of NGOs

Performance Indicators 1CNL worked with USAID-Washington to develop a reporting
and monitoring system for ICNL’s activities as the implementor of the regional legal
component of the Democracy Network Project This system rates the NGO legal
environment, taking mnto account three primary factors that contribute to a supportive NGO
legal environment legislation, mn-country capacity, and cross-border linkages Following
the Freedom House Index for Civil Liberties, numencal ratings range from "7" to "1 "
According to this scale, a "7" denotes an environment where the state controls or harasses the
NGO sector, while a "1" denotes a generally supportive NGO legal environment Numerical
ratings are then grouped mto three "stages," with Stage III reflecting the most advanced stage
of development ! According to this scale, the NGO legal environment n Estoma 1s in Stage
HI, with a rating of “1”

Targets: USAID has graduated Estoma, but ICNL has been permutted to bring DemNet
projects to completion and to mvolve Estoman participants m ICNL’s ongoing regional
activities

! Additional mformation on this rating system can be found n the appendix to ICNL s July 1997 report
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NARRATIVE SECTION

L The NGO Legal Environment

Comprehensive revision of the status legislation governing NGOs i Estoma resulted
n the passage of two new laws (on which ICNL provided technical assistance) that became
effective m October 1996 The Law on Non-Profit Associations regulates membership
orgamzations, while the Law on Foundations governs non-membership, property-holding
entittes By adopting these two legal forms, Estoma’s laws are consistent with the traditional
cwvil law framework for not-for-profit organizations These two laws are well wrntten, and
approprately govern the registration, operation, reporting, and dissolution of NGOs In fact,
the Estoman laws are used throughout the world as a model of good legislation

With respect to the tax treatment of associations and foundations, individuals are
entitled to make tax-deductible contributions to public benefit NGOs However, NGOs still
must pay income tax on all economuc activities, even those related to an orgamization’s public
benefit purposes (for example, an educational orgamzation selling textbooks)  Draft
legislation has been prepared that will address this problem, and the NGO sector 1s
organizing support for the enactment of this legislation, which has not yet been enacted

I Report and Workplan

Mindful of the closeout of USAID activity in Estoma, ICNL has substantially reduced
its program m Estoma In its June 1999 workplan, citing 1ts December 1998 workplan, ICNL
offered to provide techmical assistance and comparative information as Estoma fine-tunes its
NGO tax framework, as requested by the government, parliament or NGO sector Having
not recetved any requests for assistance, however, ICNL has remamed nactive n Estoma

If requested, ICNL remams willing to provide assistance with respect to NGO
taxation As implementation concerns anse, ICNL 1s willing to provide expertise, both from
its own staff and from accounting and fiscal experts with whom ICNL has ongoing
relationships, both m the Umited States and Europe

1 Regional Linkages

Estoma will remam an important part of our regional activittes Where possible, we
continue to use Estomans as consultants/tramers i other countries, particularly m the Baltics
As we implement our NGO financial accounting standards regional project, we will include
Estoman expertise, particularly from the Estoman umversities, who have expressed interest
m working with ICNL on this important sustainability issue

Duning the past reporting period, ICNL published two volumes of the Infernational
Journal for Not-for-Profit Law (IINL) The IINL 1s an online journal that provides up-to-
date mformation on legal and regulatory developments affecting the not-for-profit sector m
countries around the world The IINL contamns regular updates on Macedoma and 1s
distributed around the world via e-mail and the Internet
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Further, we have distnbuted matenals of regional sigmficance i Estoma through the
Network of Non-Profit Associations and Foundations and the Open Estoma Fund In
addition, former parhamentarian Daimar Luv 1s 2 member of ICNL’s Adwvisory Board for our
regional center on not-for-profit law and was an active participant in ICNL’s recent Budapest
regional conference on “Standards and Mechamusms for Regulating Public Benefit
Organizations” Ms Mall Hellam, Executive Director and CEO of the Open Estoma
Foundation serves on ICNL’s Supervisory Council and participates 1n regional activities

To share regional and mternational lessons learned, ICNL will continue to distribute
laws, reports, and the IJNL to mterested individuals m Estoma In addition, ICNL will seek
to ntegrate Estomans mto regional activities detailed 1 our regional workplan For example,
m spring of 2000, ICNL will orgamze a regional conference on public benefit orgamzations
and NGO taxation The conference will likely be held in Bulgaria ICNL will introduce its
regional survey on NGO tax issues and will present a model law developed by ICNL and
experts from the region This conference 1s an mmportant component of ICNL’s NGO tax
reform mitiative, and ICNL will ensure that participants from Estoma are mnvolved

I List of ICNL Country-Specific Documents

Laws

Foundations Act, October 1, 1996 (in Estoruan, English and Russtan)

Non-Profit Associations Act, October I, 1996 (in Estoman, English and Russian)
Cultural Endowment of Estoma Act, July 1, 1994 (in Estoman, English and Russian)
Drrections for the Application of the Income Tax Law, January 21, 1994

Income Tax Law, January 1, 1994

Law on Value-Added Tax, January 1, 1994

Law on Taxation, December 16, 1993

The Constitution of the Republic of Estoma, June 28, 1992

Foundation of and Participation m Legal Persons m Private Law by the State Act,
undated (1n Estoman and English)

Draft Laws

e Draft Order of Executing the List of Not-for-Profit Associations, Federations, and
Foundations not Subject to Income Tax, /996
Drafts of the Law on Foundations, /995
Drafts of the Law on Non-Profit Associations, /1995

Comments

ICNL’s Comments on the Estoman Draft Law on Foundations, April 7, 1997
ICNL’s Comments on the Estoman Draft Order on Executing the List of Not-for-Profit
Organizations Exempt from Income Tax, March 15, 1996

e ICNL’s Comments on the Estonian Draft Law on Not-for-Profit Association, February
23, 1995

(b



ICNL Report and Werkplan ~ Estoma
December 1999

Comments on the Draft Law on Nonprofit Organizations and Their Associations, by T J
van der Ploeg, 1995 and 1994
Comments on the Draft Law on Pnivate Foundations, by A Nardone, November 29, 1994

Reports

The Mimstry of Justice’s Submussion to the Council of Europe on “The Legal Status of
Non-Governmental Orgamsations and Their Role m a Pluralistic Democracy,” 7998
Presentation to the Council of Europe Meeting on “The Legal Status of Non-
Governmental Organisations and Therr Role in a Pluralistic Democracy,” by Mall
Hellam, 7998

Mittetulundusliku Organmisatsioom Juhile, 7997 (in book form available in Estoman)
Explanatory Letter to the Draft Law on Not-for-Profit Associations, /995

Explanatory Letter to the Law on Foundations, /995

Estoma Country Report, by Rita Tamm, /994

NGO Law Report, undated

Tax Framework for the NGOs 1n Estonia, by Heli Aru, undated
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Provider Name International Center for Not-for-Profit Law
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Date of Report December 1999

RESULTS FRAMEWORK

Strategic Objective Strategic Objective 2 1 (increased, better-informed citizens” participation
1n pubhc policy decision-making )

Intermediate Result A legal and regulatory environment that supports the creation and
operation of NGOs

Performance Indicators ICNL worked with USAID-Washington to develop a reporting and
momtoring system for ICNL’s activities as the implementor of the regional legal component of
the Democracy Network (DemNet) Project This system rates the NGO legal environment,
taking nto account three pnmary factors that contribute to a supportive NGO legal
environment legislation, n-country capacity, and cross-border lmkages Following the
Freedom House Index for Civil Liberties, numencal ratings range from “7” to “1”  According
to this scale, a “7” denotes an environment where the state controls or harasses the NGO
sector, while a “1” denotes a generally supportive NGO legal environment Numerical ratings
are then grouped mto three “stages,” with Stage III reflecting the most advanced stage of
development ' According to this scale, the NGO legal environment in Hungary 1s in Stage ITI,
with a rating of “1”

Targets Through USAID-Hungary’s generous past support, ICNL was able to achieve, even
exceed, Hungary’s target ranking of “2” (it 1s now a “1”) This support enabled ICNL to
assist, among other things, i the preparation and passage of Hungary’s new pubhc benefit
organizations law which came mto force m January 1999 Although USAID 1s not a position
to fund ICNL to engage in Hungary-specific activities, ICNL wall contmue its work in
Hungary under the regional cooperative agreement, albeit on a somewhat less active level

! Additional information on this rating system can be found 1n the appendix to ICNL’s July 1997 report
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Hungarian NGO experts have developed a considerable expertence on NGO 1ssues which they
share with other countries m the region ICNL wiil continue to work with our local partners n
various mrtiatives, to assist Hungary m the further implementation of 1ts laws and maintamning
its “17 rating

NARRATIVE SECTION

I The NGO 1egal Environment

The creation, registration, operation and general lifecycle of NGOs are governed by
the Civil Code, the Freedom of Association Act, the Act on Public Benefit Orgamzations, and
a sertes of governmental decrees The most recent, the Act on Pubhic Benefit Orgamizations,
entered into force January 1, 1998 The Act was prepared with ICNL assistance, and contains
many of the “best practices” advocated in the World Bank Handbook on Good Practices for
Laws Relating to Non-Governmental Orgamzations The law provides for tax exemptions
and other benefits, along with greater disclosure and transparency requirements for
orgamzations engaged mn public benefit activities

The success of the “1% law” which permuts individuals and corporations to designate
1% of their mcome tax hability to NGOs was also amended to permut taxpayers to “offer”
another 1% of therr tax revenues to churches (in addition to the 1% they could designate to
the civil sector) 1s constantly mncreasmg This law is umque 1n the region Upon requests from
various NGO communities and government authonties, ICNL continues to translate mto
different languages and distnibute the law

Hungary's accession to NATO occurred earher this year, and Hungary rose to the
challenge of 1ts new responsibilities with the onset of the Kosovo conflict Regulation of the
cvil sector has remamed essentially unchanged, and we do not anticipate any changes n the
near future

1. Report

A. The Legislative Framework

Following the passage of the Act on Public Benefit Orgamizations i December 1997,
ICNL’s legislative activities m Hungary were largely completed As stated i our previous
reports, ICNL worked extenstvely on this law, providing background materals, extensive
analyses of key areas, and comparative materals for use by the drafters We also orgamzed
and assisted with a series of town meetings to promote understanding of the 1ssues, convened
mternational roundtables to promote discussions, and arranged for and assisted with a study
visit to the US by members of the drafing group Recently, we contacted the Prime
munister’s office on the 1ssue of amending the current law to allow for easy registration of
branch offices of foreign NGOs m Hungary We are grateful to USAID-Washington and
USAID-Hungary before 1t closed down earlier this year for their generous support of these
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activities, which has made Hungary’s NGO legal environment one of the most supportive n
the region

B. Increasing In-Country Capacity

The Legal Studies Department at CEU enthusiastically invited ICNL’s clinical course
(for 1ts third year) and 1ts mtroductory course on NGO law (for 1ts second year) During this
reporting period, 1n November, ICNL began teaching the mtroductory course, which included
a record number of fifty students (out of seventy who tried to get ) from over fourteen
countries The mitial enrollment had been hmuted to thirty-five, but was expanded to
accommodate the very high demand

ICNL attended and will contmnue to attend monthly meetings orgamzed by the Civil
Society Development Foundation These meetings drew donors and NGO support
orgamzations operating n Hungary together to discuss various topics impacting on NGOs As
a result of these meetings, ICNL has been mvolved in strategic plamng with other leading
NGOs n Hungary 1n establishing an NGO database and NGO forum

C Regional Linkages

Duning the past reporting period, ICNL published two volumes of the International
Journal for Not-for-Profit Law (INL) The IINL 1s an onlme journal that provides up-to-date
information on legal and regulatory developments affecting the not-for-profit sector n
countries around the world The IINL contans regular updates on Hungary and 1s distibuted
around the world via e-mail and the Internet

m Workplan
A, The Legislative Framework

Although ICNL’s work on the NGO legal framework in Hungary has been largely
completed, there may still be a need for ICNL assistance with respect to drafting or revising
implementing regulations for the public benefit law We remain in contact with members of
the drafimg team and government officials m the event ICNL can be of further assistance to
them The process of re-registering existing NGOs as public benefit orgamzations under the
new law also deserves attention Another goal 1s the correction of the deficiencies of the Act,
such as preventg the transfer of a PBO’s assets at the time of termmation to the for-profit
sector

ICNL has taken steps toward supporting an mmtiative relating to the registration of
branch offices of foreign NGOs in Hungary Although commercial compames benefit from a
relatively new law facihtating the registration of branch offices, there 1s no similar provision
for non-commercial orgamzations Nor can foreign NGOs register through the courts unless
they meet the requirements of a Hungartan NGO, which 1s difficult particularly for small
branch offices of foreign NGOs (such as ICNL) The government has acknowledged this

3
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“gap” 1n their otherwise good NGO legal framework and appears amenable to revisions At
the request of the Pnme-Mimster’s office for NGO relations, ICNL prepared a wrntten
proposal setting forth comparative examples and mternational standards for branch office
registration We will follow up by meeting with the office later in the month to see what we
can do to move this process forward

B Increasmng In-Country Capacity

ICNL continues to expand 1ts teaching activity at Central European Umiversity, taking
on responsibility for an mtroductory course m NGO law as well as continuing 1ts NGO law
climcal program ICNL semor staff from Washington taught the mntroductory course, and
Program Director Jean Garland will continue to teach the chmical program ICNL will also
continue 1ts cooperation with NIOK on implementation traming for the public benefit law

ICNL will be hosting portions of a study-visit by the Hunganan Prime Minster's office
for NGO relations m December in Washington The group has asked for a briefing on U S
laws affecting NGOs and for more information about the general characterstics of the U S
NGO sector ICNL, as the World Bank's NGO advisor, will also arrange for meetings with
Bank officials and the Hungarian delegation

ICNL will continue its practice of selecting outstanding students from its chmcal law
course to travel to Washington for advanced traiung on NGO law n July and August 2000
with the goal that the students would return to therr home countries and apply thewr
knowledge to improve the NGO sector

As a pilot project under ICNL’s regional educational mitiative, ICNL 1s working with
the Foundation on Legal Climc at ELTE (the Hunganan law faculty located in Budapest) on
the possibility of adding a live-cient NGO climic to its current chinical course offerings The
live-chient chmc at ELTE would involve legal assistance on the part of law students to NGOs,
giving the law students practical expenience as well as much-needed legal advice to the sector

This program 1s an important part of ICNL's region-wide educational mitiative, introducing
aspects of NGO law mnto the regular course curricula of various law schools m the region We
are 1 the process of discussing the various aspects of this mtiative with other possible
partners (NIOK, CEU, COLPI), and we expect to have a finalized project proposal by the end
of this year We anticipate the project to be launched 1 the academic year 2000/2001

C Regional Linkages

Because Central European University attracts students from throughout the region, the
chinical law course designed by ICNL should have an mmpact well beyond the borders of
Hungary Students are expected to take their new knowledge and understanding of NGO legal
1ssues back to their home countries where they can form the next generation of lawyers able to
assist the NGOs on a practical level
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ICNL 1s orgamzing at least one regional conference In December 1999, ICNL wall
hold a meeting of experts from the region, Western Europe and the United States to consider
essential pubhic benefit 1ssues The meeting will be held in Zakopane, Poland Meeting
participants will undertake a comparative study of various laws regulating Public Benefit
Orgamzations, and will review a model law on public benefit orgamizations for the region
Hungary will be represented by Nilda Bullain from CSDF, Gabor Posch from the Minustry of
Finance, and Zsolt Aradsky, the legal advisor of NIOK

In spring of 2000, ICNL will orgamze a regional conference on pubhc benefit
orgamzations and NGO taxation The conference will likely be held m Bulgana ICNL will
mtroduce its regional survey on NGO tax 1ssues and will present a model law developed by
ICNL and experts from the region This conference is an important component of ICNL's
NGO tax reform mmtiatrve, and ICNL will ensure that participants from Hungary are involved

In addition, we are explonng the possibility of orgamzing other regional workshops
and meetings on issues of regional importance We will seek to include Hunganans in these
mtiatives Budapest 1s also the most likely venue for a possible conference mvolving some of
the countries of the former Yugoslavia regarding NGO legal issues

To share regional and mternational lessons learned, ICNL will also continue to
distribute laws, reports and the IJNL to interested indrviduals m Hungary In addition, ICNL
will seek to mntegrate Hunganans into other regional activities detaled m our regional
workplan

HI.  List of Contacts
ICNL has estabhshed good working relationships with a number of government

officials, lawyers, educators, and NGO leaders working on sector issues The following 1s a
partial hist of ICNL’s contacts in Hungary

USAID Patricia Lerner, Marc Ellingstad
NFF Peter Wiebler, Asta Zinbo
Foundation for
Development of Democratic
Rughts Peter Nizak
COLPI Ane Bloed, Karoly Bard, Constance Nicandrou, Zaza
Namoradze, Peter Komives
Soros Foundation Laszlo Kardos, Eva Bakony1
MOJ Andras Nemes
Parhament Gabor Csizmar
Drafting Group Damiel Csanady
Miklos Harsanyi
Gabor Gyorfly (PHARE)
Foundation for Legal Cimc  Prof Boros, Agnes Kover
Autonomia Anna Csongor

Va
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NIOK Marianna Torok, Krisztina Vincze, Zsolt Aradsky
Europa Hasz Miklos Barabas
CIVICUS Miklos Marschall
CEU Csilla Kollonay, Andras Sajo, Karoly Bard

Iv.

Eur Roma Rights Center Dinutrina Petrova, Andras Biro
Cwil Soc Dev Foundation Nilda Bullain, Adnenn Csany:
Human Rights Doc Cntr Gabor Halma:

List of ICNL Country-Specific Documents

As we stated m the prior report, ICNL has prepared an Englsh translation of the

public benefit orgamizations law and the amendments to the “1% law” along with summaries
of those laws (in English)

Laws

Act CLVI of 1997 on Public Benefit Organizations, amended 7998

1996 Act No CXXVI on the Application of a Certain Portion of Personal Income Tax
Upon the Taxpayer’s Order

Law XCII of 1993 on the Amendment of Certain Provisions of the Civil Code, October 5,
1993

Excerpts from the Hunganan Civil Code, 7993 (in Enghish, Hunganan and German)

Select Provisions of Act LXXIV/1992 on Value Added Tax

Schedule 9 to — of Act LXXXV1/1991 on Corporate Tax

Select Provisions of Act LXXXV1/1991 on Corporate Tax

Select Provisions of Act XCIII/1990 on Duties

Select Provisions of Act IV/1959

Constitution of Hungary, undated

Draft Laws

Draft Special Rules Concerning the Dissolution of Public-Benefit Private Orgamzations,
Drafts of the Law on Public Benefit Orgamzations, /996-1997

Draft Bill 9434 on the Amendment of Specific Provision of the Civil Code,

Proposed Change in the Draft Bill 9434, 71993

Comments

Comments on the Submussion to the Cabinet about the Draft Bill on the Amendment of
Individual Provisions of the Civil Code, 71993

1%
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Reports

The Mmustry of Justice’s Submussion to the Council of Europe on “The Legal Status of
Non-Governmental Organizations and Their Role m a Pluralistic Democracy,” March
1998

Hunganan Tax Rebate Proviston—the “One-Percent” Rule, by Istvan Csoka, ICNL, 7997
Profiling the Civic Sector in Hungary, by Eva Kut1, 1997

Chronology of the Developments m Legal Regulation of the Hungarian Non-Profit Sector,
by Nioh, 1997

Country Report—Hungary, by Gabor Gyorfly, ICNL, /996

Report on NGO Law i Hungary, undated

A Summary of the Act CXXVI of 1996 on the Use of a Specified Portion of Personal
Income Tax Act According to the Designation of the Taxpayer (as was amended by the
Act of CXXIX of 1997), undated

Forms

Application form for “One Percent” Tax, December 1997 (1n Hunganan and English)
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ICNL SEMI-ANNUAL REPORT AND ANNUAL WORKPLAN: LATVIA

Idennfying Information

Project Name Democracy Network

Country Latwvia

Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00

Project Completion Date April 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK

Strategic_ Objective Strategic Objective 21 (increased, better-informed citizen
participation n political and economuc decision-making)

Intermediate Result A legal environment that supports the creation and operation of
NGOs

Performance Indicators  ICNL worked with USAID/Washington to develop a reporting
and momtoring system for ICNL’s activities as the mmplementor of the regional legal
component of the Democracy Network Project This system rates the NGO legal
environment, taking o account three primary factors that contrmibute to a supportive
NGO legal environment legislation, m-country capacity, and cross-border linkages
Following the Freedom House Index for Civil Liberties, numerical ratings range from “7”
to “1” According to this scale, a "7" denotes an environment where the state controls or
harasses the NGO sector, while a "1" denotes a generally supportive NGO legal
environment Numerical ratings are then grouped into three "stages,” with Stage I
reflecting the most advanced stage of development ' According to this scale, the NGO
legal environment 1n Latvia 1s in Stage II, with a rating of “4

Target USAID has graduated Latvia, but ICNL has been permitted to bring DemNet
projects to completion and to mvolve Latvian participants m ICNL’s ongoing regional
activities

The goal 1s for Latvia’s rating to increase to a “3” by 2000, and remam at a “3” by the
close of the project n April 2001 Assuming availability of outside funding, specific
remaming targets are (1) significant progress by the NGO working group drafiing a
revised Law on Foundations and hberalized amendments to the NGO tax provisions, and

! Additional mformation on this rating system can be found m the appendix to ICNL s July 1997 report

AR AFT
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(2) mncreased m-country capacity (demonstrated through the provision of legal information
to NGOs, better understanding NGO legal 1ssues within the government and NGO sector,
and active mvolvement of the government and NGO sector mn the development of new
legal norms)

NARRATIVE SECTION

I  The NGO Legal Environment

Durnng the past year extensive movement occurred m mtiating a truly multi-sectoral
approach to comprehensive NGO law reform i Latwvia Registration reform was
undertaken largely without NGO participation begmmng m 1997, and more NGOs
became eligible to be placed on a hst that entitles them to receive tax-deductible
contnbutions  Durmg 1999 the NGO commumty has become significantly better
orgamzed, mitially encouraged by ICNL as a broker for common action to achieve
common goals and working through the NGO Centre NGOs provided comments and
new proposals to the Parhament and participated actively in the successful movement to
amend the Law on Public Orgamzations and their Associations

The Latvian government 1s continuing evaluation of the existing legal framework, and
ICNL has been asked by the sector to assist in this effort, from the NGO perspective
Parhamentary Deputy Jams Lagzdmms and s parliamentary commuission have undertaken
consideration of a draft Law on Foundations (origmally prepared with ICNL assistance in
1995)

At the same time, the Baltic American Partnership Fund has begun its work
throughout the region, and has established NGO legislation as a prionty ICNL 1s
discussmng with the BAPF possibilities for ICNL to provide techmical assistance m the
contmuing process of NGO law reform i Latvia

II. Report and Workplan

ICNL has continued to provide materials and counsel from its Washington office, and
included Latvian participation mn all regional information and educational efforts

ICNL hopes to play an active role providing mternational expertise as the NGO
legislative mmitiative moves forward If additional funding becomes available, through the
Baltic Amenican Partnership Fund or otherwise, ICNL 1s prepared to spend substantial time
mn Latvia and on Latvian NGO legal issues This commitment will extend to a more
continuing basis for providing techmical assistance and encouraging the comprehensive
reform of the legislative framework envisaged during the past year or so ICNL will continue
to furmsh comparative examples from nearby countries and elsewhere, as well as written
commentartes and information In addition, under these circumstances, ICNL will be able to
plan visits to Latvia to encourage momentum forward and will provide technical assistance to
government, parhamentary, and NGO participants m the drafting process
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1. Regional Linkages

During the past reporting period, ICNL pubhshed two volumes of the International
Journal for Not-for-Profit Law (IJNL) The IJNL 1s an online journal that provides up-to-
date information on legal and regulatory developments affecting the not-for-profit sector mn
countries around the world The IINL contains regular updates on Latwia and 1s distributed
around the world via e-mail and the Internet

In spring of 2000, ICNL will orgamze a regional conference on public benefit
organizations and NGO taxation The conference will hkely be held in Bulgana ICNL will
introduce 1its regional survey on NGO tax issues and will present a model law developed by
ICNL and experts from around the region This conference 1s an important component of
ICNL’s NGO tax reform mtiative, and ICNL will ensure that participants from Latvia are
mvolved

To share regional and international lessons learned, ICNL will also continue to
distribute laws, reports, and the IJNL to imterested mdividuals n Latvia In addition, ICNL
will seek to mtegrate Latvians into other regional activities detailed in our regional workplan

O  List of ICNL Country-Specific Documents

Laws

e Cabinet of Mimster Regulation No 367 on the Procedure of Issuing or Withdrawing
Permuts Issued to Public Orgamzations (Foundations) and Budgetary Institutions to
Receive Donations from Donors Receiving Enterprise Income Tax Rehef, September 24,
1996

Law on the Value Added Tax, /995

Law on Enterpnise Income Tax, /995

Law on Personal Income Tax, /995

Law on Non-Profit Orgamzations, December 17, 1991, amended May 1993

Law on Public Organmizations and Their Associations, December 15, 1992

Latvyjas Republikas Likums “Par pelnas nodokli”, December 20, 1990

Law on the Enterprise Register of the Republic of Latvia, November 1990, amended
April 1992 and May 1991 (in English and Latvian)

Law on Entrepreneunial Activity, September 26, 1990

e Constitution of the Republic of Latvia, 1922

Draft Laws

e Draft Law on Chantable Foundations, /997
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Reports

e The Mimmustry of Justice’s Submussion to the Council of Europe, “The Legal Status of
Non-Governmental Orgamsations and Therr Role in a Pluralistic Dethocracy,” March
1998
Latvian Country Report, by Iveta Nikolajeva, 7997
Latvia, /996
Report on NGO Law, undated
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LITHUANIA

Hentifying Information
Project Name Democracy Network
Country Lithuama
Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00
Project Completion Date Aprl 30, 2001
Date of Report December 1999

RESULTS FRAMEWORK

Strategic Objective: Strategic Objective 2 1 (increased, sustained collaboration of NGOs and
local governments to develop policies and services which reflect commumty interests)

Intermediate Result Intermediate Result 2111 (legislation enabling the organization and
operation of NGOs established)

Performance Indicators: ICNL worked with USAID-Washington to develop a reporting and
momtoring system for ICNL’s activities as the implementor of the regional legal component
of the Democracy Network Project This system rates the NGO legal environment, taking
mto account three primary factors that contribute to a supportive NGO legal environment
legislation, in-country capacity, and cross-border linkages Followmg the Freedom House
Index for Civil Liberties, numernical ratings range from "7" to "1 " According to this scale, a
"7" denotes an environment where the state controls or harasses the NGO sector, while a "1"
denotes a generally supportive NGO legal environment Numerical ratings are then grouped
mto three "stages," with Stage III reflecting the most advanced stage of development '

At present, the NGO legal environment 1n Lithuama 1s mn Stage II, with a rating of “4+”

Targets The goal 1s for Lithuama’s rating to rise to a “3” by 2000 To support the continued
development of the ability of Lithuamans to address NGO legal issues, ICNL will also seek
to increase m-country capacity (demonstrated through progress on legislative mmtiatives, the
provision of legal mmformation to NGOs, etc ) and to strengthen regional and mternational
hinkages (demonstrated by the extent to which there are exchanges of information and lessons
learned)

! Additional information on this rating system can be found m the appendix to ICNL's July 1997 report

4



ICNL Report and Weorkplan - Lithuama
December 1999

NARRATIVE SECTION

I. The NGO Legal Environment

Although the Lithuaman NGO laws provide for the basic structures that allow NGOs
to form and operate, the legal framework remams overly complex, ambiguous, overlapping
and contradictory There are two separate legal forms for membership based organizations
commumty organizations and associations Similarly, there are two separate legal forms for
non-membership, property-based orgamzations chanty and sponsorship funds (often referred
to as foundations) and public mstitutions A separate Law on Charity and Sponsorship also
regulates some types of charitable giving In general, the laws governing these entities lack
functional defimtions of fundamental concepts (e g, “chanty” and “sponsorstup”) The laws
on accounting are also problematic For example the accounting laws prohibit orgamzations
from paying reasonable expenses of volunteers Finally, application of the laws is often done
m an mconsistent, ad hoc fashion

JIR Report and Workplan

Unfortunately, USAID-Lithuama has hmited funding to continue supporting the
Democracy Network project, despite the legislative efforts that are currently underway m
Lithuama

Since participating in parhamentary hearings 1n late 1998 on the draft amendments to
the Law on Chanties and Sponsorship and related provisions in the Laws on Natural Persons
Income Tax and the Law on Profits of Legal Persons (which are still under consideration n
Parhament),” ICNL has remamed m contact with government officials and NGO leadership
on the process toward adoption of the draft law  Second, ICNL repeated 1its law course at the
umversity m Kaunas entitled, “Regulation of Civil Society-Laws Govermng NGOs-
Principles & Practice” m September 1999, attended this year by almost 100 students The
curniculum for this course, similar to ICNL courses throughout CEE, 1s designed to enhance
law school students' knowledge of basic principles of NGO law and to encourage their
mterest i pursuing NGO law m therr future careers In sum, these two actrvities have been
designed to mmprove the legal framework for the sector and to ncrease m-country capacity

In addition, at the request of the Mimstry of Fmance, ICNL both consulted and
provided materials for use in desigmng mplementation regulations for tax benefits provided
for NGOs under the proposed amendments to govermng laws These contacts are continuing

In November 1999, ICNL will be presenting a paper at a workshop on corporate
philanthropy co-sponsored by the Baltic-American Partnership Fund and the Free Market
Institute This presentation demonstrates ICNL's contmued mterest m and willngness to
assist m the on-gomg effort to improve the long-term sustamability of the NGO sector i
Lithuama, as well as the development of a truly participatory civil society

2 ICNL had consulted with USAID-Lithuana staff 1n the mmitial development strategy for these hearing early
1998

2
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ICNL 1s prepared to support and work closely with Lithuaman efforts to accomplish
reform of other laws governing associations and public mstitutions and foundations, as well
as pertinent tax laws and regulations affecting the sector ICNL will provide techmcal
assistance where appropnate, and to either participate i or co-sponsor direct educational or
active drafting exercises to accomphsh this goal To this end, and m hopes of encouraging
such activity (agam within funding constramts), ICNL will remain n close contact with its
NGO partners mn Lithuama, as well as with the USAID staff there, and will visit m
conjunction with normal regional travel to assure the closest possible collaboration and
contact In addition, ICNL will mamtain contact with the Ministry of Finance advisors and
staff to provide both technical assistance and materials needed in the implementation of fair
rules goverming tax treatment of NGOs and their benefactors

Additionally, as in Latvia and Estonia, ICNL 1s mtiating efforts to secure fundmg for
additional projects through the Baltic-Amenican Partnership Fund If successful, these efforts
will contribute to continued mprovement 1n the Lithuaman performance indicator rating

1 Regional Linkages

Duning the past reporting pertod, ICNL published two volumes of the /nternational
Journal for Not-for-Profit Law (IINL) The IJINL 1s an online journal that provides up-to-
date mformation on legal and regulatory developments affecting the not-for-profit sector in
countries around the world The IINL contains regular updates on Lithuama and 1s
distributed around the world via e-mail and the Internet

In spring of 2000, ICNL will organize a regional conference on public benefit
orgamzations and NGO taxation The conference will likely be held in Bulgana ICNL will
mtroduce 1ts regional survey on NGO tax issues and will present a model law developed by
ICNL and experts from the region This conference 1s an mmportant component of ICNL’s
NGO tax reform mtiative, and ICNL will ensure that participants from Lithuama are
mvolved

To share regional and mternational lessons learned, ICNL will also continue to
distribute laws, reports, and the IJNL to mterested individuals i Lithnama In addition,
ICNL will seek to integrate Lithuamans mto other regional activiites detailed in our regional
workplan

II.  List of ICNL Country-Specific Documents

Laws

e Resolution of the Government of the Republic of Lithuama on the Confirmation of the
Temperary Procedure of Registration of Public Institutions and Associations, November
1996

e Temporary Procedure of Registration of Public Institutions and Associations, November
1996
Law on Public Institutions, July 3, 1996
Law on Charnity and Sponsorship Foundations, March 14, 1996

4
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Law on Associations, March 14, 1996

Law on Commumty Orgamzations, February 2, 1995

Law on the Implementation of the Law on Commumty Orgamzations of the Republic of
Lithvama, February 1995

Lietuvos Respublikos Muzeju Istatymas, 1995

Lietuvos Respubhikos Visuomemmu Organizacyu Istatymas, 7995

Lietuvos Respublikos Biblioteku Istatymas, /995

Law on the Tax on the Immovable Property of Enterprises and Orgamsations, July 20,
1994

Republic of Lithuama Law on Value-Added Tax, December 22, 1993, amended July 20,
1994 and April 7, 1994

Lietuvos Respublikos Civihmus Kodeksas, 1994

Republic of Lithuania Law on Taxes on Profits of Legal Persons, July 31, 1990, amended
July 13, 1993

Republic of Lithuania Law on Chanty and Sponsorship, Jure 4, 1993

Lietuvos Respublikos Ir Paramos Istatymas, /993

Lietuvos Respublikos Vynausybe Nutarimas Del ne pelno orgamzacyu imoniu
registravimo, 7993

Resolution No 354 of the Government of the Republic of Lithuama, 7993

Constitution of the Republic of Lithuama, October 25, 1992

Resolution No 393 of the Government of the Republic of Lithuamia on the Approval of
Major Provisions to be Contamned n the Non-Profit Organizations’ By-Laws, May 1992
Lietuvos Respublikos Auksciausiopt Taryba honstitucya, 7992

Lietuvos Respublikos Vynausybe Nutarimas Del Ne pelno organizacyu immomu 1statu
pagnindiniu nuostato patvirtinimo, 7992

Republic of Lithuama Law on Education, June 25, 1991

Republic of Lithuama Law on Science and Studies, February 12, 1991

Lietuvos Respublikos Suetimo Istatymas, 7991

Lietuvos Respublikos Mokslo Ir Studyu Istatymas, /9917

Republic of Lithuama Provisional Law on Income Tax of Natural Persons, October 3,
1990, amended July 13, 1993

Republic of Lithuania Law on the Register of Enterprises, July 31, 1990

Lietuvos Respublikos Imoniu Rejestro Istatymas, 7990

Draft Laws

Draft Law on the Amendment and Supplement to the Law on Charity and Sponsorship of
the Republic of Lithuama, March 1998

Draft Law on the Amendment and Supplement to Articles 1, 2, 3, 4, 5, 8, 9, 11, 12, 14,
17, 18, 19, 20, 22, 23, 27, 28 and 30 of the Law on Public Orgamsations of the Repubhc
of Lithuama, March 1998

Draft Law on the Amendment and Supplement to Article 6 of the Law on Profit Tax of
Legal Persons of the Republic of Lithuamia, 7998

Draft Law on the Amendment to Item 4, Paragraph 1, Article 13 of the Law on-Customs
TanTs of the Republic of Lithuama, 7998
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Draft Law on the Supplement to Item 7, Article 23 of the Law on Value Added Tax of
the Republic of Lithuania, /998

Draft Law on the Amendment and Supplement to the Law on Charity and Sponsorship
Funds of the Republic of Lithuama, 7998

Projektas Lietuvos Respublika Asociacyu Istatymas, 7995

Projektas Lietuvos Respublika Labdaros ir Paramos Fondu Istatymas, 7995

Projektas Lietuvos Respublika Viesuju Istaigu Istatymas, /995

Draft Law on Non-Profit Orgamizations, 1994

Draft Law on Foundations, undated

Draft Law on Associations, undated

Comments

ICNL’s Comments on Draft Amendments to Law on Chanties and Sponsorships and
related laws, June 1998

ICNL’s Memorandum on NGO Draft Laws, April 1997

Comments on the Draft Law on Foundations and Draft Law on Associations, January 31,
1995

Reports

The Minstry of Justice’s Submussion to the Council of Europe on “The Legal Status of
Non-Governmental Orgamsations and Their Role m a Pluahstic Democracy,” March
1998

Fhe Non-Governmental Orgamzations’ Information and Support Centre’s Submission on
“Fhe Legal Status of Non-Governmental Orgamsations and Their Role mn a Pluahstic
Democracy,” March 1998

€ountry Report on NGO Laws and Regulations, by Remugyus Simastus, February 18,
1997

The Legal Regulation of Non-Governmental -Orgamzations m Lithuansa, by Juozas
Brvainis, December 1995 and April 1995 (in Enghsh and Lithuaman)

The Third Sector 1n Lithuania, by Mark Segal, 1995

The Tax Framework for Lithuamian NGOs by Remugijus Ssmasius, undated”

NGO Law Report, undated

oD
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ICNL SEMI-ANNUAL REPORT AND ANNUAL WORKPLAN.

MACEDONIA
Identifying Information
Project Name Democracy Network
Country Macedomnia
Provider Name International Center for Not-for-Profit Law

Cooperative Agreement No EE-A-00-98-00015-00
Project Completion Date April 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK

Strategic Objective  Strategic Objective 2 1 (increased, better-informed citizen participation
m political and economic decision-making)

Intermediate Result. A legal environment that supports the creation and operation of NGOs

Performance Indicators ICNL worked with USAID-Washmngton to develop a reporting
and momtoring system for ICNL’s activities as the mmplementor of the regional legal
component of the Democracy Network Project This system rates the NGO legal
environment, taking mto account three pnimary factors that contribute to a supportive NGO
legal environment legislation, in-country capacity, and cross-border hmkages Following
the Freedom House Index for Civil Liberties, numerical ratings range from "7" to "1"
According to this scale, a "7" denotes an environment where the state controls or harasses the
NGO sector, while a "1" denotes a generally supportive NGO legal environment Numernical
ratings are then grouped mto three "stages," with Stage III reflecting the most advanced stage
of development ' According to this scale, the NGO legal environment m Macedonia 1s mn
Stage II, with a rating of "3 "

Targets The goal was for Macedoma’s rating to mcrease to a "3" by 1999, which was
achieved with the passage of the new NGO law in June 1998 The goal 1s for this rating to
mcrease to a "2-" mn 2001

ICNL also developed country-spectfic targets mn comjunction with USAID-Skopje Under
this set of the targets, the goal for 1999 was the enactment of an NGO law that satisfies 10 of
15 key critenna  This goal has been exceeded

! Additional mformation on this rating system can be found mn the appendix to ICNL’s July 1997 report
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NARRATIVE SECTION

I The NGO Legal Environment and General Background

At the inception of this project, the NGO sector was governed by a 1990 Law for
Social Orgamzations and Associations of Citizens This law was enacted before the first
multi-party elections i the country and contammed a number of gaps, ambiguities and
restrictive provisions It precluded the formation of foundations, restrnicted the ability of legal
persons to form associations, gave rise to unclear registration procedures, lacked provisions
goverming the internal structure of orgamizations, and contamed unduly severe penalty
provisions This law, with its gaps and restrictions, viclated the Macedoman constitution

On June 25, 1998, a new Law on Citizen Associations and Foundations was enacted
The law was the result of a remarkable participatory process The draft was distributed to all
active NGOs in the country, three public hearings were held to discuss the law, and the
drafters used television, radio and newspaper mterviews to promote legislative transparency
Moreover, funds were raised locally to cover all costs associated with the printing and
distibution of the draft, as well as the three public meetings The NGO law 1s considered to
be one of the prime examples of participatory law-drafting in Macedonia

The new Law on Citizen Associations and Foundations sigmificantly improved the
legal framework for NGOs in Macedoma The law liberalizes the NGO legal environment for
NGOs m Macedoma For example, the law

allows for the establishment of foundations (1 € , non-membership NGOs),

transfers registration authonty from the Mimstry of Intenor to the courts, which 1s
consistent with regional trends,

limits the grounds under which the court may refuse to register an NGO,

reduces the number of founders required to establish an association,

recogmzes, for the first time, the nonprofit principle,

allows NGOs to engage in a broad range of economic activities, and

promotes the democratic internal governance of associations and foundations

The law 1s one of the most progressive in the former Yugoslavia and 1s bemng used as
a model 1n a number of other countries Nonetheless, there are several problems with the
law, including 1ssues relating to economic activities by NGOs and the ability of legal entities
to found associations In addition, the law purposely shifted registration responsibilities from
the Minstry of Interior to the courts, which 1s consistent with civil law traditions
Unfortunately, judges are not accustomed to this role, so the registration process took longer
than 1t should have

The successful passage of the Law on Citizen Associations and Foundations spurred
the NGO sector to advocate for favorable treatment under a new value-added tax (VAT) law,
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which was enacted m July 1999 Other tax benefits are tied to general tax reform m the
country, which 1s currently stalled >

There has also been a remarkable increase n local capacity When the project began,
there was hterally no one nterested n NGO legal 1ssues Now a core group of NGO law
specialists has formed This group includes the Vice Dean of the Skopje law faculty and a
leading Macedoman scholar Interestingly, both spent over 1000 hours working on the NGO
law and refused any payment whatsoever for theirr work

a Report and Workplan

A Introduction

The enactment of the NGO law 1n June 1998 concluded Phase I of ICNL's project in
Macedoma ICNL has now entered Phase IT, which focuses on implementation, training, and
capacity-bmlding  In addition, ICNL will seek to create dialogue between and among the
NGO commumty, judiciary, government and private bar on 1ssues of NGO law At the
appropnate time, ICNL will also seek to work on the NGO tax framework

ICNL remains extremely optimustic about the prospects m Macedoma A progressive
NGO law was enacted despite difficult circumstances, and there has been tremendous
progress in terms of implementation, NGO capacity-building, and regional linkages In the
NGO legal field, Macedoma 1s considered to be the Balkan success story, and we look
forward to our continued work with USAID-Skopje to build upon this progress

B Report3
1 The NGO Legal Framework

Official Commentary of the NGO Law Last spring, ICNL provided technical
assistance to a team of local experts prepanng the official commentary on the NGO law The
commentary 1s intended as a standard text for NGO representatives, judges, lawyers, and
other mnterested parties The Macedonian Center for International Cooperation (MCIC)
ongmally planned to publish the commentary last Aprl, but this was delayed due to the
Kosovo cnisis  In September, MCIC published the commentary, printing 2000 copies, 1000
of which were financed by ICNL The commentary will be distnibuted around the country to
NGO representatives, judges, lawyers and other mnterested mndividuals ICNL has also
arranged for the Institute for Sustamable Communities (ISC) to receive copies of the
commentary to distribute to NGOs with whom they work

% Last year, the US Department of Treasury prepared for the Macedonian Minsstry of Finance draft Income and
Profit Tax Laws, which included NGO tax benefits Because of political and economic circumstances, we
understand that these titratives have been indefimtely postponed.

3 Additional mformation on these activities 15 contained 1 trip reports and updates previously provided to
USAID
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Judicial Tramming Under the new law, registration authonty 1s transferred from the
Minsstry of Interior to the courts To help judges with this new function, ICNL organized a
judicial traiming program on November 19-20, 1999 Co-sponsors were the Macedoman
Judges Association’s Center for Continuing Education (CCE) and MCIC, with the latter
covermng half of the costs of the semmnar Approximately fifty judges responsible for NGO
registration attended the tramimg, ncluding Supreme Court justices, registration-level judges,
and law clerks (who do much of the work) The traming covered a number of practical
1ssues, including the night of appeal and the extent to which NGOs may engage m pohtical
activittes A final report on the traiung will be prepared by the Macedoman Judges
Association and distributed to all judges in the country so they too can benefit from this
serminar

Legal Consultathons ICNL arranged for the drafters of the law to help NGOs with
the registration process Specifically, the drafters held weekly office hours where they
worked with NGOs on therr registration documents and explamed to them opportunities
ansing under the new law Interestingly, courts and mimistries also took advantage of these
legal consultations

Integration of the NGO Law into the Law School Curriculum The law faculty
currently hosts an annual lecture on NGO law taught by Vice Dean Davitkovski and Douglas
Rutzen The law faculty has now agreed to mstitutionahze NGO law either through a stand-
alone course or as a umt of other courses (Civil Code, admmmstrative law, tax law, etc) We
have mitiated work on an NGO law textbook, which will continue dunng this coming
reporting pertod This project should be an extremely cost-effective way to increase
sigmficantly the number of Macedoman lawyers competent on 1ssues of NGO law

Articles and Information ICNL arranged for one of the drafters of the law to write
an article for the autumn edition of the ISC Newsletter explaining the registration process
ISC also published an article by ICNL discussing the process of NGO law reform in CEE and
the NIS

2 Regional Linkages

Durning the past reporting period, ICNL pubhshed two volumes of the International
Journal for Not-for-Profit Law (IINL) The IJNL 1s an online journal that provides up-to-
date information on legal and regulatory developments affecting the not-for-profit sector mn
countries around the world The IINL contams regular updates on Macedoma and 1s
distributed throughout the world via e-mail and the Internet In addition, ICNL has forged
linkages between NGO law experts in Macedona and Kosovo

B. Workplan

As previously discussed with USAID-Skopje, ICNL will focus on the following
activities during the next year
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1 Capacity-Building, Implementation and Legislation

Judicial Trammg. ICNL will work with CCE and MCIC to compile and pubhsh
matenals from the November 1999 judicial tramming These matenials will then be distributed
to judges and clerks to provide them with a practical reference guide on NGO registration
1Ssues

Trammg for NGOs and Lawyers ICNL plans to work with MCIC to orgamze five
one-day meetings around the country to discuss NGO legal 1ssues The target audience 1s
NGO representatives and lawyers, although judges and government officials will also be
mvited to attend The pnmary purpose of this project 1s to educate NGOs and their lawyers
on opportumties presented by the new law At the same time, this project will help build
cross-sectoral linkages which are important for the further development of the NGO sector
Macedoma  Following up on USAID’s suggestion, ICNL will also consider working with
World Learming to orgamize a study tour for NGO lawyers to build upon this tramning

Integration of the NGO Law mto the Law School Curriculum Dunng the next
year, ICNL will focus on 1ts educational mutiative  Specifically, ICNL will wnte a chapter
for the textbook surveying regional practices, collect sample curncula on NGO law, and
work with Vice Dean Dawvitkovski to develop an approprate teaching methodology We will
also explore the possibility of developing a climcal law project i conjunction to academic
courses on NGO law

NGO Taxation ICNL 1s currently undertaking a baselne analysis of the tax
situation m Macedonia Once complete, ICNL will consider sponsoring the preparation of
user-fiiendly matenals to explam the tax situation to NGOs, mncluding 1ssues relating to the
recently-enacted VAT law ICNL 1s also interested in undertaking an NGO tax mtiative, but
this project 1s tied to general tax reform, which 1s currently stalled in Macedoma

NGO Accountability and Transparency NGOs m Macedoma have expressed
interest mn learning how to write a proper annual report, including financial and programmatic
issues ICNL has particular expertise i this area and will work with local experts to develop
a user-friendly guide on report writing

NGO-Government Partnerships There 1s increasing mterest in NGO-government
partnerships in Macedomta In Bulgana and elsewhere, ICNL has produced reports
examimng the legal issues underpmming such relationships  ICNL 1s mterested m
undertaking a similar study in Macedonia If this project proceeds, ICNL will mvolve Radost
Toftisova (Bulganan lawyer working at ICNL-Budapest and specialist in these 1ssues) n this
project

Admmstrative Reform The draft Law on Admumstrative Reform contans a
paragraph enabling the government to devolve certam responsibiliies to foundations and
associations ICNL agrees with USAID-Skopje that it 1s far from certaimn that the government
really mtends to do thus If, however, there are clear signs from the government that it
senously mtends to vest NGOs with quasi-governmental responsibilities, ICNL 1s prepared to
help government develop the legal framework to facilitate this devolution of power

D

Y
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2, Regional Linkages

In spning of 2000, ICNL will orgamze a regional conference on public benefit
orgamzations and NGO taxation The conference will likely be held in Bulgania ICNL wall
introduce 1ts regional survey on NGO tax 1ssues and will present a model law developed by
ICNL and experts from the region This conference 1s an important component of ICNL’s
NGO tax reform mmtiative, and ICNL will ensure that participants from Macedoma are
mvolved

In addition, we are exploring the possibility of organmizing a meeting of ndividuals
engaged n NGO law reform in the countries of the former Yugoslavia We will seek to
mnclude Macedomans, covering their expenses under the ICNL-Macedoma project

To share regional and international lessons learned, ICNL will continue to distribute
laws, reports and the IINL to mterested ndividuals in Macedoma In addition, ICNL wall
seek to mtegrate Macedomans mnto other regional activities detailed n our regional workplan

[11} Last of Contacts

ICNL has estabhished contact with a number of government officials, members of
Parhament, lawyers, and NGO leaders working on sector issues ICNL has also been m
contact with numerous USAID contractors operating mm Macedoma The following 1s a
partial list of ICNL’s contacts

USAID-Skopje Brad Fupmoto, Kathy Stermer, and Mehta Cokrevska
Law Faculty Borce Davitkovski
Dobrinka Taskovska
Ministry of Finance Vanja Mihajlova
CCE Tanja Temelkoska-Milenkovic
Soros Zoran Cali, Jordan Apostolski
Sector Natasha Gaber
Sasho Klekovski
ISC Terry Armstrong
CEELI Judge Evelyn Lance
NDI Ruchard Stoddard
Media Katerina Spasovska

IV.  List of ICNL Country-Specific Documents

Laws

Law on Citizen Associations and Foundations, June 25, 1998
Excerpts of Customs Law, Apri/ 1993 (n English and Macedonian)
Excerpts of the Law for Payments Turnover, December 24, 1993 (in Enghsh and
Macedonian)

e Excerpts of the Law for Property Taxation, December 24, 1993 (in English and
Macedomian)

i
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Excerpts of the Law for Profit Taxes, December 24, 1993 (in Enghsh and Macedoman)
Amendment to the Law of Taxes on Goods and Services, December 1993 (1n
Macedonian)

Personal Income Tax Law, /993

Profit Tax Law, 1993

Excerpts of the Macedoman Constitution, 7997 (in English and Macedonian)

Law for Social Orgamzations and Associations of Citizens, Aprel 21, 1990 (in English
and Macedonian)

Draft Laws

Provisions from the Draft Law on Profits and Income of Non-Residents Tax, May 1998
Provisions from the Draft Law on Personal Income Tax, May 1998

Draft Law on Associations of Citizens and Foundations, /998 and earlier drafts

Draft Law on Value Added Tax in the Republic of Macedoma, August 1997 (in
Macedoman and English)

Comments

ICNL’s Comments on the Draft Law on Associations of Citizens and Foundations, Apri/
23, 1998

ICNL’s Comments on the Macedonian Draft Law on Citizens’ Associations, February
16, 1996

Reports

The Mmstry of Foreign Affairs’ Submussion to the Council of Europe on “The Legal
Status of Non-Governmental Orgamisations and Their Role in a Pluralistic Democracy,”
March 1998

Draft Report on Supporting Women’s Participation m Economic and Political Decision
Making in Macedoma A Cross-Cutting Strategy, by USAID-Macedoma, /998

NGOs as a Source of Great Potential m Society’s Further Development, by Natasha
Gaber, 1998

ICNL’s Country Report-Macedonia, /1995
Not-for-Profit Sector Legal Framework—the Macedoman Case, by N Gaber, 1995
“The Former Yugoslav Republic of Macedonia,” 71994
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Hdentifying Information

Project Name Democracy Network

Country Poland

Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00

Project Completion Date April 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK'

Strategic  Objective Strategic Objective 21 (increased, better-informed citizens’
participation in pohtical and economic decision-making)

Intermediate Result Intermediate Result 2 1 3 2 (enabling legal and regulatory framework
empowers NGOs)

Performance Indicators ICNL worked with USAID-Washington to develop a reporting
and monitoring system for ICNL’s activities as the implementer of the regional legal
component of the Democracy Network Project This system rates the NGO legal
environment, taking into account three primary factors that contribute to a supportive NGO
legal environment legislation, in-country capacity, and cross-border linkages Following the
Freedom House Index for Civil Liberties, numerical ratmngs range from “7° to “17~
According to thus scale, a “7” denotes an environment where the state controls or harasses the
NGO sector, while a “1” denotes a generally supportive NGO legal environment The
numerical ratings are then grouped nto three “stages,” with Stage HI reflecting the most
advanced stage of development > According to this scale, the NGO legal environment n
Poland 1s in Stage III, with a rating of “2-”

Despite the amendments to the status laws and a significant increase 1n mn-country capacity,
legal developments have challenged the night of foundations to use economic means to
pursue their statutory objectives and that jeopardize the nght of foundations to contract with
the local government These negative developments make 1t appropnate to rank Poland with
a “2-“ rating

! ICNL’s work on NGO legal 1ssues 1n Poland contributes to the attamment of SO 2 3 (local government 1s
effective, responsive, and accountable) and IR 2 1 (increased involvement by citizens, NGOs and business mn
local civic processes)

? Additional mformation on this rating system can be found m the appendix to ICNL’s July 1997 report
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Targets 1If the problems impeding the effective functioning of foundations can be resolved,
Poland would mernit a rating of “1” by Apnl 30, 2001

NARRATIVE SECTION

L The NGO Legal Environment’

Poland’s new Constitution guarantees the freedom of association Since the mud-
1980s the Polish law has provided for two legal forms for NGOs -- associations {membership
orgamzations) and foundations (non-membership orgamzations) Both the Law on
Foundations and the Law on Associations have undergone sigmficant revision since 1989
The current NGO legal framework n Poland 1s somewhat complex and confusing yet
functional NGOs can generally be formed without undue delay or expense, and, once
formed, can operate quite freely, engaging in traditional social service provision as well as
advocacy activities  Significant tax advantages are provided to both associations and
foundations Substantial obstacles do exist for foundations, however, with respect to using
economic activities to achieve their statutory purposes and in partnening with local
government  These problems result from defects mn existing legislation and restrictive
mterpretations of the laws by the courts

It should be noted that the Polish NGO sector 1s among the most dynamic and
sophisticated i the CEE region There are an increasing number of lawyers who have
mnterest and expenience working with NGO legal 1ssues The NGO community has also
demonstrated a sigmificant ability to form effective coalitions to nfluence the development of
NGO legislation  For example, the NGO sector successfully campaigned for the defeat of
restrictive amendments to the Law on Foundations and 1s currently having sigmficant
influence on the development of a new law on “Cooperation of Public Admumstration
Authorities with NGOs ”

I Report and Workplan

A, Report

During the past reporting period, ICNL has provided continuing technical assistance
with respect to the draft Law on Cooperation of Public Admistration Authonties with
NGOs, including procurement issues, and on amendments needed to the Law on
Foundations

Law _on Cooperation of Public Admimstration Authorities (Cooperation Law).

ICNL prepared and presented two major sets of comments on the Cooperation Law The first
recommending, mfer alia, that nonprofit companies be ehgible for public utility status, that

* For more background on the Polish NGO legal framework please see, ICNL “Six Month Implementation
Plan Baseline Analysis” (December 23, 1994), Malgorzata Fuszara & Karla Simon, “Report of Major Findings
Polish Independent Sector (June 1994), and Protr Konosa, “Legal Report On Selected Legal Issues Relating to
the Activity of Non-Governmental Organizations In Poland (May 1995)
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microcredit programs be included as public utibity activities, that the requirement that a
public utility organization (PUQ) employ volunteers be deleted, that the Jomnt Commussion be
given broad powers of registration and oversight, that requirements to assure transparency
and accountability be mcluded, that provisions assuring PUOs preferred status with respect to
government funding be reconsidered and reworked, that the provision irmting fundraising be
ehminated, that the list of public utility activities be rationalized, that wage and spending
controls over PUOs be eliminated, and that members of the public be included on the Joint
Commussion ICNL met with various government officials and with NPO leaders to discuss
these suggestions

Law on Foundations With respect to the Law on Foundations, ICNL, as part of 1ts
written comments and oral presentations, recommended that the Law be amended to allow
foundations to use economic means to pursue their statutory objectives, that foundations be
allowed to engage in any lawful activity, whether for public utiity or not, that default
registration provisions be adopted, and that consideration be given to shifting registration of
foundations to the Joint Commusston

In prepaning 1ts comments ICNL employed two Polish-American lawyers Because
of budgetary restrictions, much of the work of these lawyers was done on a pro bono basis
Agam because of budgetary restrictions, the air travel of the two Polish-American lawyers
was provided by the President of ICNL, using his own frequent flyer miles

Technical Assistance by Poles An mndication of the mcreasing capacity of the NGO
sector m Poland 1s found in the fact that ICNL has used the services of Professor Jacek
Kurczewski, a Polish NGO law expert, 1n 1ts work in various countnes

Regional Limkages Durning the past reporting period, ICNL published two volumes
of the International Journal for Not-for-Profit Law (IINL) The IJNL 1s an onhne journal
that provides up-to-date information on legal and regulatory developments affecting the not-
for-profit sector i countries around the world The IJNL contains regular updates on Poland
and 1s distributed around the world via e-mail and the Internet

B. Workplan

Because there are no country funds available for work i Poland on the serious legal
problems facing NPOs, ICNL has no specific workplan for Poland It does mtend to respond
to specific requests for assistance to the extent that 1t can, and 1s prepared to make at least
one trip to Poland during the year, using regional funds

Regional Linkages. In December 1999, ICNL will hold a meeting of experts from
the region, Western Europe and the Umnited States to consider essential public benefit 1ssues
The meeting will be held m Zakopane, Poland Meeting participants will undertake a
comparative study of various laws regulating Public Benefit Orgamzations, including the
draft Polish Law on Cooperation Participants in the meeting will seek to draft a model law
on public benefit orgamzations for the region Poland will be represented by seven Poles,

8
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mcluding Magda Nowkowska and Piotr Marcimiak of the Forum Imcajatyw Pozarzadowych
(FIP), and Maciej Juszczynski, Kuba Wygnansk: and Anna Jendrezejewska

In spring of 2000, ICNL will orgamze a regional conference on public benefit
orgamzations and NGO taxation The conference will likely be held in Bulgana ICNL
plans to mtroduce its regional survey on NGO tax 1ssues and present a model law developed
by ICNL and experts from the region This conference 1s an important component of ICNL’s
NGO tax reform mtiative, and ICNL will ensure that participants from Poland are invited

To share regional and mternational lessons learned, ICNL will also contmue to
distnibute laws, reports, and the IINL to mterested individuals in Poland In addition, ICNL
will seek to mntegrate Poles into other regional activities detailed 1 our regional workplan

III.  Last of Contacts

ICNL has established contact with a number of government officials, Members of
Parliament, lawyers, and NGO leaders working on sector issues ICNL has also been n
contact with numerous AID contractors operating in Poland The following is a partial hst of
ICNL’s contacts

USAID-Poland Nina Majer

UNDP (Umbrella Project) Tadeusz Buchacz, Anna Wiktorowska

ABA-CEELI Ted Strong

Ministry of Finance Grzegorz Grabski, Irena Ozog

Mimstry of Justice Danuta Gowacka Kuc, Antom1 Reyms

Parhament Magda Nowakowska

OSCE Vibeke Gren

KLON/FIP Jan Jakub Wygnanski

BORIS Pawel Jordan

Helsmki Fdn Marek Nowicki

Civic Dnalogue Malgorzata Pleban

Batory Foundation Jacek Wojnarowski, Eva Skupinska,
Piotr Konczewski, Danuta Karlowicz

Fdn for Local Democracy Joanna Regulska

Forum Fundacy Polskich Piotr Konczewski

Polish Children & Youth Fdn Mana Holzer

ACAP Joanna Jurek

FDPA Judith Symonds

AED Michael Kott, Barbara Przybylska

Umiversity of Warsaw

Malgorzata Fuszara, Jacek Kurczewski,
Ewa Les

NGO Lawyers Piotr Strawa, Hubert Iszdebsks, Jan Zielinska
European Human Rughts Fdn Zhigmew Lasocik
FIP Piotr Marcimak, Magda Nowakowska, Maciej

Juszcynski, Anna Jendrezejewska



ICNL Report and Workplan — Poland

December 1999
IV. Last of ICNL Country-Specific Documents

Laws

The Act on Public Procurement with Implementing Laws, Forms and Commentary, /995
(in English and Polish)

Protokol, 71994

Minsstry of Justice’s Announcement on the Law on Foundations, May 17, 1991
Informacja o Wynikach kontroli Funkjjonowama Wyubranych Fundacp, 7997

Geodetic and Cartographic Law, May 17, 1989

Law on Associations, April 7, 1989

Law on Foundations, Apr:l 6, 1984

Draft Laws

e Draft Public Utility Activities Act, 1996

e Draft Amendments to the Foundations Law, 7995

¢ Projekt Ustawa o Zmiame Ustawy o Fundacjach, /995

s Draft Law on Private Law Foundations, undated

e Draft of the Act on the Change of Corporate Income Tax Act and on the Change of
Personal Income Tax Act, undated

e Draft Law on Cooperation of Public Administration Authorities with Non-Governmental
Orgamzations, undated

Comments

Comments on the Draft of Public Utility Activities Act, 1996
Comments on the Foundation Law, 7995

A Partial Assessment of the Mimstry of Justice’s Proposed Amendment to the Law on
Foundations, 71995

Reports

Country Report, by Polish Foundations Forum, 7996

Not-for-Profit Organizations m Poland-Status Report and Key Issues, September 1995
Legal Report on Selected Legal Issues Relating to the Activity of Non-Governmental
Organizations i Poland, 7995

Report of Major Findings—Pohsh Independent Sector Project, 1995

Protokol, Findings of the Polish-Czech-Slovak Solidanty Foundation, /992 (in Polish)
Information on the Control of the Function of Selected Foundations, /997 (in Polish)
Country Report, by Jacek Kurczewski, two versions, undated

Associations and Foundations, undated

45



DRAFT

ICNL SEMI-ANNUAL REPORT AND ANNUAL WORKPLAN- ROMANIA

Identifying Information

Project Name Democracy Network

Country Romania

Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00

Project Completion Date April 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK

Strategic Objective Strategic Objective 21 (increased, better-informed citizens’
participation 1 public policy decision-making )

Intermediate Result A legal and regulatory environment that supports the creation and
operation of NGOs

Performance Indicators  1CNL worked with USAID-Washington to develop a reporting and
monttoring system for ICNL’s activities as the implementor of the regional legal component of
the Democracy Network (DemNet) Project This system rates the NGO legal environment,
taking mto account three prnimary factors that contribute to a supportive NGO legal
environment  legislation, in-country capacity, and cross-border linkages Following the
Freedom House Index for Civil Liberties, numerical ratings range from "7" to "1" According
to this scale, a "7" denotes an environment where the state controls or harasses the NGO
sector, while a "1" denotes a generally supportive NGO legal environment Numerical ratings
are then grouped mto three “stages,” with Stage I reflecting the most advanced stage of
development According to this scale, the NGO legal environment in Romama has a current
rating of "3-"

Targets- If ICNL recerves funding for Romama-specific activities, the goal 1s for Romamna’s
rating to mnise to a "2-" by the end of 2000 and increase agan to a "2" by the close of the
project in 2001 This will depend on the political situation, future election results, and how
quickly the government can resolve current budgetary and economic crises

qb
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NARRATIVE SECTION

| The NGO Legal Environment

Romama’s current law govermng NGOs, Law No 21, dates back to 1924 and does
not provide adequate safeguards or a complete framework for NGO regulation A legislative
drafting group (formed under the auspices of the resource center Centras), with techmcal
assistance from ICNL, prepared and published draft amendments to Law No 21 in 1996
which provided for sigmificant improvements This prompted the government to draft its own
version of amendments The government then was voted out of office, leaving behind 1ts
draft

A new President and Parhament were elected in November 1996 Smce that time,
there have been legislative imtiatives from the government, the Parhament, and the NGO
sector 1tself which, 1if passed, should significantly improve the legal framework The new draft
Law on Associations and Foundations, with which ICNL assisted was completed by the end
of 1997, has undergone some subsequent revisions, but has not yet been presented to the
Parliament A previous attempt in January 1999 to pass the law as a government ordinance
failed, due to an apparent lack of communication on the part of Mimstry officials according to
our local sources According to Horatiu Dunutru from the Secretary General's office, the
Senate prior to the summer recess determined the law was too important to pass as an
ordinance and demed the government the authonty to do so Mr Dumutru also advised us the
draft law 1s expected to go to Parhament before the end of the year

In early 1998, the government passed an ordmance on “Sponsorship and Donations,”
granting tax benefits for donations made to qualifymg orgamzations The ordinance was
prepared with sigmficant mput from the NGO commumty (based upon a draft law they had
prepared with comments and assistance from ICNL) The ordmance subsequently passed as a
law by the Parhament

II.  Report'

ICNL did not have any funding to work in Romama durnng this reporting pertod We
managed to complete the NGO/government partnership seminar in June 1999 (detailed in our
previous six-month report) with financial assistance from the World Bank We were able to
make one country visit in October with regional funding, as reported in more detail in our trip
report

! Additional information on these activities 1s contamned m tnip reports and updates previously provided to
USAID, which are hereby incorporated by reference

qA
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A, The Legal Framework

Through our Romanian contacts, we learned amendments had been made to the draft
Law on Associations and Foundations and obtained a Romaman version of that draft With
the assistance of an ICNL legal intern from Moldova who speaks Romanian, we reviewed the
changes over the summer During our October visit, we learned that the Ministry of Justice
made sigmficant additional changes to the draft

B In-Country Capacity Building

Durning the October visit, we met with Simona Luca, a lawyer with FDSC, who 1s
preparing an update of the Romama Country Report onginally prepared for ICNL by Mr
Lucian Mihai in 1995 We expect to recewve this report shortly, which will be posted on our
web site

We also retained with regional funds the services of Mr Flonn Vasihu, a lawyer who
works with Centras, to prepare the Romaman portion of a regional survey on NGO tax 1ssues

C Regional Links

During the past reporting period, ICNL published two volumes of the International
Journal for Not-for-Profit Law (IJNL) The IINL 1s an online journal providing up-to-date
mformation on legal and regulatory developments affecting the not-for-profit sector m
countries around the world The IJNL contains regular updates on Romamia and 1s distributed
throughout the world via e-mail and the Internet

ICNL has set up an advisory board for its regional office in Budapest Lumunita
Petrescu, the President's NGO adwisor, 1s an active member of that board

I Workplan

ICNL has no current funding for Romama Thus, we will not be able to carry out any
country-specific activities If further funding becomes available, we would propose the
following activities, which were described i our October trip report  We will begin with what
we consider to be our core activities, followed by a list of possible additional activities
contngent upon funding For a moderate amount of funding ($25,000 to $50,000), ICNL
should be able to undertake core activities listed below and possibly some additional traiming
and other activities as well ICNL has established good working relationships with the
government and the NGO community, and can rely on those relationships in carrying out
future activities in Romamia Depending on the level of activity, ICNL may also retain a local
consultant to be our "eyes and ears" on the ground and assist with project implementation Of
course, we welcome USAID suggestions as to any addittonal areas m which ICNL's
experience and capacity may help contribute to USAID's overall objectives for the region
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A The Legal Framework—Proposed Core Activities
1 Law on Associations and Foundations

ICNL would like to continue 1ts techmical assistance in connection with the finahzation
and passage of this law We have recetved the June 1999 version of the law and have been
advised that the Mimstry of Justice 1s making additional revisions prior to submission of the
law to the government Mr Marnan Nicolae from the Minstry of Justice will provide us with
a copy of the final draft, which we would then have translated into English so that we could
prepare comments for consideration by the government and the Parliament in debating the
law  We would ke to be available to the NGO community, the government and the
Parliament should they need any comparative information, examples from other countnies, or
other techmcal assistance (For example, in Slovakia, ICNL testified before the Parhamentary
committee considering a draft law on foundations with respect to that law's lack of
comphance with international standards and how 1t could be amended to better comply )

2 Tax Reform

ICNL previously worked with Centras and other local partners on the law on
sponsorship and donations by providing comparative matenals and comments as well as
follow-up meetings with members of the drafting team With the mtroduction of a new
income tax system m January, the sponsorship law takes on a greater sigmficance, with a
correspondingly greater need for understanding and implementing its provisions Under the
current system, employers pay the income tax for theirr employees and only entrepreneurs file
individual tax returns  As we understand i, the new system will be sumlar to the American
method of employer withholding but mdividual employee responsibility for filing tax returns,
which would permit them to clarm deductions for chantable gifts under the sponsorship and
donations law The encouragement of donations will help prowvide for the sector's self-
sustamabiity Mr Olteanu has requested ICNL assistance m reviewing and revising the
regulations for this law In addition, we would like to work with the NGO commumty mn
pubhcizing the possibility for tax deductions for donations and sponsorship

The NGO commumty 1s very mterested m mtroducing something similar to the
Hunganan 1% law in Romama ICNL 1s very famhar not only with the Hunganan law but
also with the results of its first years of implementation, and would be 1n a umque position to
offer techmcal assistance i this endeavor

B The Legal Framework—Possible Additional Activities

In addition to the above core activities, ICNL could undertake the following additional
activities, depending on the availability of funds

o
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1. Fundraising Regulations and Charntable “Funds”

Apador, a Romaman NGO, has applied for grant funding from outside donors to
prepare legislation to regulate fundraising by NGOs and to establish chantable "funds"
(designated funds for particular purposes, but without separate legal personality) Iuhia
Raileanu and Renata Weber, who would take primary responsibihity for these two pieces of
legislation, have asked for ICNL assistance in providing comparative information, review and
other technical assistance If their funding request 1s approved, we would be delighted to help
them on this activity, but we believe the primary impetus should be with Apador

2 Political Foundations Law

Government and parhamentary officials expressed concern to us about the lack of
regulation of political foundations in Romama While many countries in the world prohibit
foundations from undertaking political activities, that 1s not the case m Germany, which
permuts political parties to establish foundations to carry out activities We would like to
work with the Secretary General's office (Mr Costineu) and with the government in
determining whether the German law provides a model for what they would like to do

C In-Country Capacity Bullding—Core Activities
1 Law on Associations and Foundations

Should the Law on Associations and Foundations pass, ICNL would then focus its
efforts on implementation and capacity building We would hike to work with local partners i
the preparation of official explanatory commentary on the law to help NGOs and
mmplementing officials understand the intents and purposes behind the law We can work with
Mr Olteanu and other partners in implementation traming for the various officials who will be
tasked with the registration decisions We can also work with local lawyers and NGO
partners to prepare plamn-language brochures explaiming the various provisions of the law
(We did a similar brochure mm Croatia using a "question-and-answer" format to explain the
basic provisions of Croatian tax laws impacting upon NGOs ) Another possibility 1s the
preparation of traimng manuals to assist local lawyers who can work n NGO resource centers
to offer guidance to NGOs on complying with the new law

2 NGO/Government Partnerships

ICNL would like to continue its work in the area of NGO/government partnerships
The Parhamentary offices of Mihai Gheorghm prepared a report earlier this year on the legal
framework 1n Romama for NGO/government partnerships That report mdicated extensive
possibilities for NGOs to recerve public funding and carry out public projects, but both the
NGOs and the public officials were unaware of these possibilittes ICNL organized a seminar
last June (which was well attended by government and NGO representatives but not as well
attended as we had hoped by Parhamentary officials) to publicize the results of the report and
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to encourage better cooperation Senator Ghitis and other Parhamentanans expressed interest
n follow-up events

ICNL would hke to update Mr Gheorghiu's report and work with local NGO partners and
Mrs Ioana Cretiou (NGO haison from the Mimstry of Labor) to prepare a "how-to" brochure
outhning the varnious funding possibilities and the steps NGOs need to take to qualify Mrs
Cretiou informed us that much of the money set aside to fund NGOs (perhaps as much as half)
went unclaimed because NGOs did not understand the steps required to obtain the funds We
would also ke to work with Mr Olteanu's office in continung the tramng of local
admunistration officials m entering into and implementing contracts with NGOs

3 Preparation of Voluntary Ethics Code

To help improve the image of the NGO sector n Romama, and to encourage NGOs to
adopt better internal governance procedures and practices, ICNL would hike to work with a
local partner (FDSC has expressed mterest m this) to develop a voluntary ethics code to
which NGOs can subscnibe ICNL 1s currently working on the preparation of voluntary ethics
codes 1n other countries and has developed a sigmficant amount of materal n this area
Adherence to the code could be made a criterion for recerving public benefit status under the
draft associations law, or for eligibility for government funding

D. In-Country Capacity Building—Possible Additional Activities

In addition to the above core activities, ICNL could undertake the following additional
activities, depending on the availability of funds

1 Taxation Survey and Brochure

In Croatia and m Slovakia, ICNL retamned local lawyers to do a study of the tax laws
impacting on NGOs In Croatia, we prepared a "question-and-answer” brochure covering
basic NGO tax 1ssues m plan language We provided a copy of the Croatian brochure to the
USAID nussion in Romania several months ago (in Croatian) to see whether such a project
would be of mnterest in Romama Several people with whom we met in Romania thought such
a study and brochure would be very useful As we are already gathering this information (in
English) m connection with our regional tax survey, it would be a logical additional step to
compile a plamn-language brochure m Romaman for distribution to NGOs FDSC and/or
Centras could assist m distribution

2 Tramng for Lawyers, Judges and Law Students

ICNL teaches two courses on NGO law at Central European Umversity in Budapest,
one mtroductory and the other a more ntense chinical course We have also taught semmnar
courses on NGO law in Lithuama and Latvia and have developed an extensive curnculum
Enghsh on the topic We are introducing a pilot program at the Umversity of Ryeka in
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Croatia next January on NGO law, to be taught in the local language We are currently
working with the course mstructor in the development of the curnculum We would like to
offer a similar project m Romania Mr Olteanu and Mr Dumutru, as well as Centras's lawyer,
have offered to mtroduce us to the appropriate officials at the Bucharest law faculty to
explore which format and approach would work best in Romama The law school course
would help sensitize the next generation of lawyers to the primary legal issues mvolved
(freedom of association, recent court decisions on the requirements of the European
Convention on Human Rughts, registration practices, mternal governance, taxation issues,
etc)

ICNL 1n cooperation with the Judicial Resource Center would bike to offer training to
lawyers and judges on both general principles of NGO law from a comparative and
mternational perspective and Romama-spectfic laws CRJ can bning matching funds to this
project

E Regional Linkages

In December 1999, ICNL will hold a meeting of experts from the region, Western
Europe and the United States to consider essential public benefit 1ssues The meeting will be
held m Zakopane, Poland Meeting participants will undertake a comparative study of various
laws regulating Public Benefit Orgamzations, and will review a model law on public benefit
organizations for the region Romama will be represented by Ms Loredana Boneanu, a lawyer
from the Judicial Resource Center

In the spring of 2000, ICNL will orgamze a regional conference on public benefit
orgamzations and NGO taxation The conference will likely be held in Bulgana ICNL will
mtroduce 1ts regional survey on NGO tax 1ssues and will present a model law developed by
ICNL and experts from the region This conference s an important component of ICNL's
NGO tax reform iitiative, and ICNL will ensure that participants from Romania are involved

To share regional and international lessons learned, ICNL will also continue to
distribute laws, reports, and the IJNL to mterested individuals m Romama In addition, ICNL
will seek to integrate Romama into other regional activities detailed n our regional workplan

ICNL has been able to include some Romaman participation 1n regional events through
our USAID regional cooperative agreement Country-specific funding can help mnsure
Romamnian participation m such activities, or i the provision of other regional experts for
assistance in Romama For example, ICNL previously brought a Bulganan expert to
Bucharest to assist us 1n a taxation seminar targeting Mimstry of Finance officials

We thank USAID for 1ts past support of our work in Romania and look forward to
discussing the possibility of continuing that work
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IO0. List of Contacts

ICNL has estabhlished close relationships with several government officials, lawyers,
and NGO leaders working on sector 1ssues The following 1s a partial hst of ICNL’s contacts

in Romama
USAID-Bucharest

Government

Parhament

Activ (NGO)
Foundation for Development
of Civil Society

Centras

Pal-Tmn
Helsinki Federation
Judicial Resource Center

Open Society

Pro Democratia
Cmvitas Foundation

Romanian Foundation
for Democracy

Nick Fuhrman

Ruxandra Datcu

Ion Olteanu (Government/NGO lhaison office)
Tiberius Puu (Counselor)

Daniela Parvulescu (expert)

Lummta Petrescu (President’s office)

Toana Cretou1 (Mimstry of Labor)

Adnan Badila (Bucharest Vice Mayor)

Florin Costiniu (Secretary General, House of
Deputies)

Alexandru Dumitrescu (Secretary General, Senate)
Horatiu Dunutru (legal advisor)

Radu Ghidau (MP)

Mihai Gheorghu (MP)

Paul Ghitu (MP)

Mircea Dunarintu (Bureau of Public Information)
Mircea Milcu (Senate Public Relations office)
Damel Hitban

Ancuta Vamesu

Simona Luca

Lonta Constantinescu

Viorel Micescu

Dana Stanciu

Flonn Vasilu

Ion Olteanu (also works for the Government)
Renata Weber

Tulhia Raileanu

Loredana Boneanu

Gabriela Manta (Grant Giving Director)
Anca Zgreaban

Mihai Lisetsch

Ioana Popovici

Daniel Pop

Alina Ciceu (Director Adjunct)

Prof Ion Hohan (Vice President)
Dr Ion-Tudor Berza (Executive Director)
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World Bank Dan Petrescu (External Affairs Officer)
v List of ICNL Country-Specific Documents

ICNL has the following materials n its library

Laws

Law Regarding the Judicial Reorgamzation and Bankruptcy Procedure, June 1995,
amended November 1997

Mmster of Finances’ Ordinance Instructions on Applying the Law on Sponsorship, in
Romaman, 1994

Law on Sponsorship, /989 (in Romamnian)

Law No 21 for Legal Persons (Associations and Foundations), /924

Draft Laws

e Draft Sponsorship and Donations Law, 1997

¢ Draft Law on Associations and Foundations, /996-1997 (in English and Romaman)
e Draft Law on Sponsorship, /992

e Draft Law on Associations and Foundations, June 1999 revision (in Romaman)

Comments

ICNL’s Comments on the Romaman Draft Law on Associations and Foundations,
January 2, 1998

ICNL’s Comments on the Romaman Draft Law on Associations and Foundations,
December 23, 1997

Comments on the Romaman Draft Law on Sponsorship, /992

Reports

NGOs and Public Administration Romaman Legislation by M Gheorghu, 7998
Comparative Assessment of NGO/Government Partnership in Romama by ICNL, May
1999

A Profile of the Non-Profit Sector n Romama, by A Johnson and D Young, /997
Baseline Analysis Romama, by L Mihai, May 1995

Romama Country Report, by L Mihai, /995

NGO Law Report, undated
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Cooperative Agreement No EE-A-00-98-00015-00

Project Completion Date Apnil 30, 2001"

Date of Report December 1999

RESULTS FRAMEWORK

Strategic _ Objective  Strategic Objective 21 (increased, better-informed citizens’
participation m public pohicy decision-making )

Intermediate Result A legal and regulatory environment that supports the creation and
operation of NGOs

Performance Indicators ICNL worked with USAID-Washington to develop a reporting and
momitoring system for ICNL’s activities as the implementor of the regional legal component
of the Democracy Network Project This system rates the NGO legal environment, taking
mnto account three primary factors that contribute to a supportive NGO legal environment
legislation, m-country capacity, and cross-border linkages Following the Freedom House
Index for Cwvil Liberties, numertcal ratings range from "7" to "1" According to this scale, a
*7" denotes an environment where the state controls or harasses the NGO sector, while a "1"
denotes a generally supportive NGO legal environment Numenical ratings are then grouped
mto three “stages,” with Stage I reflecting the most advanced stage of development
Slovakia's legal environment as of June 1999 was a "3-," largely because the repressive
legislation passed in 1996-1997 was still on the books, although efforts were m progress to
amend them Those efforts have progressed, with sigmficantly improved draft laws on
foundations and the amendments to the publc benefit law now circulating among the
mimistries  Should the amended legislation be adopted m substantially the same form by the
Parhament, we believe Slovakia will have achieved 1ts target of a "2-" by the end of ICNL's
project completion, now set for March 31, 2000

Targets  ICNL projects that Slovakia’s rating will rise to a "2-" or even a "2" by the close of
this project in March 2000 We also project that its rating may rise to a "1-" if certan tax

! ICNL's regional activities, which will continne to include Slovak participants, will continue until Apnil 30,
2001 However, ICNL plans to complete its work 1 Slovakia by March 31, 2000
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changes now beimng proposed by the Mimstry of Finance (including a possible "1% law"
based on the Hunganan model) are successful

NARRATIVE SECTION

I The NGO Legal Environment

The September 1998 elections resulted in a new government coalition of the former
opposition parties The previous government i 1996 and 1997 passed laws relating to
foundations, non-investment funds, and public benefit orgamzations that were heavily
criticized both by the Slovak NGO community and by the international commumty The new
government has hsted NGO law reform as one of its prionities and set up a legislative
timetable for revision of the laws on foundations, non-investment funds, and pubhc benefit
organizations The Mimstry of Justice put together a task force with both government and
NGO representatives to prepare new laws or amendments to the current laws, with ICNL as a
member of the task force The task force's work as of the date of this report 1s being
circulated among the various mimstries for review

The Slovak legal system 1s a continental one Thus, not-for-profit orgamzations must
be set up 1 prescribed orgamizational forms and register accordingly 1n order to obtamn legal
personality ~ There are currently four prescribed orgamzational forms foundations,
associations, public benefit orgamzations, and non-investment funds The Law on
Foundations, passed m late 1996, imposes several financial and operational restrictions on
foundations operating in Slovakia, but 1s milder 1 its final version than n earher drafts The
1990 Czechoslovak Law on Citizens Associations remamns m force Two laws passed m June
and July 1997 provide additional legal forms The Law on Non-Investment Funds
establishes an alternative legal form for grant-making orgamzations, which 1s less restrictive
than the Law on Foundations However, like foundations, non-investment funds must
operate under a restrictive 15% hmit on admmstrative expenses The Law on Non-Profit
Orgamzations Providing Generally Beneficial Services established a legal form for non-
membership operational orgamzations (1€, entities mvolved m the mmplementation of
projects as compared with grant-making orgamzations) This law requires that these pubhc
benefit orgamzations meet an extremely restrictive 4% cap on admmistrative expenses
Thus, very few orgamzations have chosen this organizational form The current legislative
amendments would elmimate many of the problems in the 1996 and 1997 laws (Law on
Foundations, Law on Non-Investment Funds, and Law on Non-Profit Organizations)

As for the tax/fiscal framework, orgamzations with mcome under 100,000 SKK
(about $2,900) are not taxed on income from related activities, but those with more than
100,000 SKK 1n income are taxed on the entire amount NGOs have lumited other
exemptions under the law They must pay VAT and mport duties With respect to tax
deductibihty of gifts, individuals giving a mummum of 2% of therr mcome may deduct the
amount of the gift up to 10% of their tax base, and legal persons giving at least 2,000 SKK
may deduct the amount of the gift, up to 2% of therr tax base

Our current understanding 1s that the Minstry of Fmance has expressed a willingness
to modify the tax laws relating to NGOs and is proposing something similar to the "1% law"
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in Hungary, which allows taxpayers to designate 1% of their tax hability for certain qualified
orgamizations However, 1t 15 too early to tell whether the Minstry's apparent willingness to
do this will translate mto an actual proposal

Slovakia’s NGO sector, while remaming a strong example across the region of
mternal cooperation and advocacy of the sector’s interests, 1s showing some signs of stramn
and in-fighting The most common explanation for this 1s the lack of a common enemy (the
Meciar regime) which previously served as a rallying pomnt for the sector Despite some
recent mnternal friction, Slovakia's NGO sector was rated by Civicus-World Alhance for
Citizen Participation as among the highest in the former socialist countries with respect to
citizen participation m the third sector Its role m the “get out the vote” campaigns for the
September 1998 elections, resulting mn a very high voter turnout, 1s being used by several
Croatian and Yugoslavian NGOs as a means for theirr own upcoming elections

I Report’
A The Legislative Framework

ICNL's work with the Minstry of Justice task force in prepanng a new draft Law on
Foundations and amendments to the Law on Non-Profit Orgamzations Providing Generally
Beneficial Services ("public benefit orgamzations") contmued at an mtensive level
throughout the past six months We prepared formal written comments on the July 1999
draft of the Law on Foundations, which were translated into Slovak and posted on the
Gremium's web site along with the proposed draft law

At ICNL's urging, SAIA as the Gremium secretanat organized a roundtable in August
1999, mwviting NGO and Minstry officials to discuss the foundations draft law At the
roundtable, 1t became apparent that there were mternal divisions among the NGOs regarding
the general approach to legislative reform  As a result, SAIA organized a follow-up meeting
in Zihna m September to discuss these 1ssues m more detail ICNL through its CEE Program
Director as well as its consultant, Dr Petr Pajas, offered international examples of good
NGO legislation and comments on the Slovak drafts More details about this meeting are
contained n our September trip report

In October, the Mimstry of Justice official in charge of the working group was
replaced by a young lawyer, Zuzana Oborna Because Ms Oborna had no prior experience
m NGO legisiation, ICNL brought her to Budapest for trammng on NGO legal 1ssues and
provided extensive written matenal

ICNL also prepared and discussed with Ms Oborna comments to the proposed
amendments to the Law on Nonprofit Orgamzations Providing Generally Beneficial Services
("public benefit law") Because of time constraints, those comments were not formalized and
translated mto Slovak The Mimstry, through Ms Oborna, prepared a revised version of the

2 Additional mformation on these activities 1s contained m trip reports and wpdaies previously provided to
USAID, which are hereby incorporated by reference
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pubhc benefit law amendments, which ICNL as of the date of this report 1s reviewing and
upon which we will prepare formal written comments to be translated into Slovak

ICNL also recently recerved an amended version of the draft foundations law, which
mcorporates many of our earlier comments As of the date of this report, we are n the
process of reviewing that draft and will update our comments as needed

B In-Country Capacity Buillding

Durmg this reporting pertod, ICNL reviewed and arranged for translation of a report
prepared by Dr Mana Orgonasova showing the levels of government support given to the
NGO sector and the areas m which that support was concentrated This report 1s an
addendum to an earlier report prepared for ICNL by Viera Machalova describing the legal
framework for NGO/government cooperation, ncluding the laws and regulations for
government procurement Those two reports, as well as a report on the tax and fiscal laws
mmpacting on NGOs prepared for ICNL by Peter Handiak, were presented i Slovak and
English versions at an October conference on public financing for NGOs organized by SAIA

At the same October conference, ICNL gave a presentation on international practices
n public financing for NGOs ICNL's consultant, Dr Petr Pajas, gave a presentation on the
Czech Republic's legal framework for NGO financing from pubhc sources

ICNL met with officials from Comenius Umversity n May 1999 to discuss the
possibility of adding a course on NGO law and prepared a sample description for the Dean to
use m presenting the suggestion to the Scientific Committee For reasons that are not clear to
us, the proposal was not presented to or not approved by the Commuttee over the summer
As a result, ICNL will use the funds set aside for this potential program to continue our
efforts regarding the legal framework Those efforts are taking longer than anticipated
because of the delays resulting from extensions requested by the NGO community, as
discussed more fully in our previous trip reports

C Regional Linkages

As discussed above, Dr Petr Pajas, who 1s an ICNL consultant from the Czech
Republic, was actively mvolved this past reporting period m the task force activities, as well
as lus participation m the SAIA seminar on pubhc financing for NGOs

Durning the past reporting period, ICNL published two volumes of the Infernational
Journal for Not-for-Profit Law (IINL) The IJNL is an onhne journal that provides up-to-date
information on legal and regulatory developments affecting the not-for-profit sector n
countries around the world The ITNL contains regular updates on Slovakia and the region
and 1s distnbuted around the world via e-mail and the Internet
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m Workplan
A. The Legal Framework

ICNL requested and received a no-cost extension of time to March 31, 2000 from
USAID-Slovakia in order to bring to conclusion our work with the Minstry of Justice
working group on the draft foundations law and the amendments to the pubhc benefit law
The current drafts are circulating among the government mmistries We anticipate the final
drafts will be submitted to Parhament either by the end of the year or early n 2000 Ths
work will mvolve pnimanly techmcal assistance, including the translation of the draft laws
and revisions and translations of our comments as necessary, meeting with drafiing team
members and officials to discuss our comments and suggestions, provision of comparative
legislation or other matenals as needed, and any other techmcal assistance requested by
etther government officials or the NGO commumty while the laws are being considered,
revised, and adopted

B. In-Country Capacity Buillding

Once the laws are passed, time permitting, we will work with the Mimstry to prepare
the official explanatory comments to the laws n order to provide guidance to the NGOs and
the implementing officials Should there be funds remaming after the official commentary 1s
prepared, we will use those funds to prepare plain-language brochures explaining the pnmary
poimnts of the new laws It i1s unlikely we will have the time or the funding to provide
implementation tramning, but we will work with our contacts at the European Union PHARE
project or other donors to help lay the groundwork for this tramning

ICNL does not plan other capacity building activiies during the three months
remamning under our no-cost extension

C Regional Linkages

In December 1999, ICNL will hold a meeting of experts from the region, Western
Europe and the United States to consider essential public benefit 1ssues The meeting will be
held in Zakopane, Poland Meeting participants will undertake a comparative study of
various laws regulating Public Benefit Organizations, and will review a model law on public
benefit orgamizations for the region Slovakia will be represented by Zuzana Oborna, the
Mimstry of Justice lawyer responstble for the draft foundations law and the proposed
amendments to the public benefit law

In the spring of 2000, ICNL will orgamze a regional conference on public benefit
organizations and NGO taxation The conference will likely be held in Bulgaria ICNL will
introduce 1ts regional survey on NGO tax 1ssues and will present a model law developed by
ICNL and experts from the region This conference is an important component of ICNL's
NGO tax reform mnitiative, and ICNL will ensure that participants from Slovakia are
mvolved
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To share regional and mternational lessons learned, ICNL will also continue to
distribute laws, reports, and the IJNL to interested individuals 1n Slovakia In addition, ICNL
will seek to integrate Slovaks mnto other regional activities detailed in our regional workplan

List of Contacts

ICNL has established contact with a number of government officials, members of

Parhament, lawyers, and NGO leaders working on sector issues

ICNL also has

sigmficant contact with USAID and USAID contractors working in Slovakia The
following 1s a partial list of ICNL’s contacts

USAID-Bratislava
Ministry of Justice
Minstry of Finance
Parhament

NGO Lawyers
Slovak Bar Assoc
Judges

SAIA

CEPA

Partners for Dem Change
Charter 77

ETPS

SPACE

Gremmum members

Sandor Marai Foundation
FCS/NOS

UNHCR

Safank Law Faculty

Comemus Law Faculty
European Union
German Marshall Fund

Kathy Stermer, Gustav Matiyjek

Damiel Lipsic, Alojz Medar, Zuzana Oborna

Mrs Janosdeakova, Mrs Khmesova

Frantisek Sebej, Robert Fico, Jan Langos

Viera Machalova, Peter Handiak

Dr Stefan Detvar

Igor Belko (Supreme Court)

Jan Drgonec (Constitutional Court)

Stefan Ogurcak (Constitutional Court)

Katarina Brunovska (District Court)

Magdalena Srnova (Executive Director,

Slovak Judges Association)

Katarnna Kostalova

Juray Zamkovsky

Dusan Ondrusek, Jan Hrubala

Zuzana Szatsmary

Bons Strecansky

Helena Wolekova (also Gremmum spokesperson)

Pavol Demes, Jana Kwviecinska, David Damel, Filip
Vagac

Judit Young, Peter Huncik

Ingrid Baumanova, Peter Novotny

Jan Sikuta

Peter Mosny, Mana Hencovska,
Alexander Brostl, Juraj Spirko
Miormur Mamojka, Peter Kresak, Olga Sidorenkova
John Young

Pavol Demes

Juray Jankuv,

Last of ICNL Country-Specific Documents

Duning this peniod, ICNL received matenals on public financing for NGOs from
SAIA as well as the report on Slovak government funding for NGOs prepared for

ICNL by Dr Orgonasova

library

In addition, ICNL has the following matenals n its
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Laws

Law on Non-Investment Funds and on Changing and Amending the Law No 207/1996,
May 1997

Law on Foundations, May 22, 1996

Cwvil Code Provisions on Foundations, /997 (in Slovak and English)

Law Concerning the Right of Association, March 27, 1990 (i Slovak and English)

Zakon o podmienkach cinnost1 organizacu s medzinarodnym prvkom v Ceskoslovenske)
republhike, December 10, 1985

The Labour Code, 7965, amended 7993 (in book form)

Draft Laws

Drafts of the Law on Nonprofit Orgamzations Providing Generally Beneficial Services,
undated (circa 1996)

Drafts of the Law on Non-investment Funds, undated (circa 1997)

Draft amendments to the Law on Nonprofit Organizations Providing Generally Beneficial
Services, September 1999

Draft amendments to the Law on Nonprofit Orgamzations Providing Generally Beneficial
Services, November 1999

Draft Law on Foundations and Funds, July 1999

Draft Law on Foundations and Funds, October 1999)

Comments

ICNL’s Comments on the Draft Law on Nonprofit Orgamzations Providing Generally
Beneficial Services, December and June 1997

ICNL’s Comments on the Draft Law on Non-investment Funds, February 7, 1997
ICNL’s Comments on the Draft Law on Foundations, May 1996, January 1996 and
December 1995

ICNL’s Comments on the Draft Law on Nonprofit Legal Persons, May 31, 1996
European Commussion, Review and Recommendations Proposed Slovak Law on
Foundations, May 10, 1996

ICNL's Comments on the Draft Law on Foundations and Funds, August 1999

IENL's Comments on the Amendments to the Law on Nonprofit Organizations Providing
Generally Beneficial Services, November 1999

Reports

Identification of Legal Provisions Regulating the Operation of Non-Profit Orgamzations,
Comparnison of Legal Forms of Non-Profit Organizations, by Peter Handiak, September
1999

A Survey on the Allocation of State Budget Subsidies for the Activities of Non-
Governmental Organizations m the Slovak Republic in 1998, by Mana Orgonasova,
August, 1999

W\



ICNL Report - Slovakia
December 1999

Detailed Survey of the Current Legislative Framework Relating to Possibilities for
Cooperation Between Non-Governmental Orgamzations and State and Local
Admumstration in the Slovak Republic by Viera Machalova, March 1999

Department of Foreign Assistance’s Submussion to the Council of Europe on “The Legal
Status of Non-Governmental Orgamisations and Therr Role m a Pluralistic Democracy,”
March 1998

Legal Treatment of Nonprofit Sector i Slovakia, by Jan Hrubala, January 1998

Legal Bases for Non-Profit-Making Orgamzations m the Slovak Republic, by the Slovak
Information Agency, 1998

General Situation and Further Implementation of Bratislava Declaration in the Slovak
Republic, 71998

Legal Aspects of Non-Governmental Orgamsations, Foundations and Associations in the
Slovak Republic The State-of-the-Art Document,” by M Ukrop, /998

Baseline Analysis of Legislation Concerming NFPOs 1n Slovakia, by Z Magurova, May
1995

Slovakia Status Report, January 1995

Legislation of NGOs m Slovakia, September 1994

State of Current Law for NGOs 1n Slovakia, May 1994

NGO Law Report, undated

ICNL washes to express its appreciation to USAID-Washington and USAID-Slovakia

for their ongoing support and guidance
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Identifiing Information

Project Name Democracy Network

Country Federal Republic of Yugoslavia

Provider Name International Center for Not-for-Profit Law
Cooperative Agreement No EE-A-00-98-00015-00

Project Completion Date Apnl 30, 2001

Date of Report December 1999

RESULTS FRAMEWORK

Strategic Objective.  Strategic Objective 21 (increased, better-mformed crizen
participation in pohitical and economic decision-making)

Intermediate Result A legal and regulatory environment that supports the creation and
operation of NGOs

Performance Indicators ICNL worked with USAID-Washington to develop a reporting
and momtormg system for ICNL’s activities as the mmplementor of the regional legal
component of the Democracy Network (DemNet) Project This system rates the NGO
legal environment, taking mto account three primary factors that contribute to a supportive
NGO legal environment legislation, m-country capacity, and cross-border hnkages
Followmg the Freedom House Index for Civil Liberties, numernical ratings range from "7"
to "1" According to this scale, a "7" denotes an environment where the state controls or
harasses the NGO sector, while a "1" denotes a generally supportive NGO legal
environment Numerical ratings are then grouped mto three "stages,” with Stage III
reflectng the most advanced stage of development '

The Federal Republic of Yugoslavia (FRY) as a whole was last rated a "5," which
balanced a bad environment for foreign NGOs agamst a farly good environment for
domestic NGOs To reflect recent political and programmatic developments, we have
disaggregated the Yugoslav ratings for Montenegro, Serbia and Kosovo The current
ratmgs therefore, are “3-” for Montenegro and “5 for Serbia.”

! Additional information on this rating system can be found m the appendix to ICNL s July 1997 report

% With the passage of the new UNMIK regulation, Kosovo rates a 2° Information on Kosovo 1s
contamed m our regional workplan since we used regional funding to launch this mitiative
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Targets. Montenegro exceeded its target for 1999, and the goal 1s for Montenegro to
progress to a “2-” by the close of the project m 2001 ICNL previously projected that by
the end of 1999, Serbia would have a "4-" ratmg Because of the recent events m Kosovo
and the ongomg crisis n Serbia, Serbia will not achieve this rating Our goal 1s to now
achieve this rating by the close of the project n 2001, but this 1s dependent on macro-
political developments m Serbia.

NARRATIVE SECTION

| § The NGO Legal Environment

Yugoslavia has a long history of associational activity reaching back beyond the
“brotherhoods” of the Middle Ages In addition, social, econommc and legal features of the
previous period (including the “third chamber” enshrmed m the 1974 Constitution of the
former Federal Republic of Yugoslavia and the history of Workers” Councils) have
resulted m particulanzed expenience and expectations concernmng the NGO sector m
Yugoslavia. A major expansion of NGO activity occurred as a result of the armed conflicts
among the former Yugoslavian republics beginming mn 1991, pnmanly orgamzations
attemptmg to stop the war, assist victiuns, and protect human nghts A large number of
new ad hoc associations emerged on the social scene, but only a few managed to develop
both the nner structure of the organization and a specific program. NGOs are now moving
mto the next phase of transforming themselves mnto developed and stable orgamzations,
with the necessary structure and infrastructure We anticipate this process will be a long
and difficult one Yugoslavia must confront the aftermath of the recent war, along with
1ssues common to post-socialist countries

A Domestic NGOs

Domestic NGOs are regulated at the federal level by the 1990 Act on Association
of Citizens i Associations, Social Orgamizations and Political Parties to be Established on
the Terrtory of the Socialist Federal Republic of Yugoslavia. NGOs wishing to operate
throughout the country should register under this law The law has some progressive
features—for example, 1t requires an official response to registration requests within 15
days and a presumption of registration if that deadline 1s not met It also provides for
specific judicial review of adverse registration decisions Citizens’ associations must have a
mmimum of ten founding members and they register with the federal Mimstry of Justice

The two republics, Serbia and Montenegro, have their own laws regulating NGOs
operaiing m therr terrmtories In contrast to the 1999 Montenegrin Act on Non-
Governmental Orgamizations, neither the Serbian law nor the federal law have been
harmonized with the 1992 Constitution of FRY Further, the republic laws are mconsistent
with each other The 1982 Act on Social Organizations and Associations of Crtizens of
the Socialist Repubhic of Serbia requires registration through the Miustry of Interior The
Montenegrm Act on Non-Governmential Orgamizations requires registration with the
Ministry of Justice The registration procedures m Serbia, where registration 1s with the
local police, have been mconsistently apphed depending upon venue Because of the
unpredictabihity and mconsistency of the local registration procedures, the Center for the
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Development of the Nonprofit Sector advises NGOs m Serbia to register under the federal
law if they can

The Montenegrin Act on Non-Governmental Orgamzations spectfically mentions
the nght of associations of citizens to appeal to a court if a registration request 15 demed
The Serbian Act on Social Orgamzations and Association of Crizens 1s sient as to the
possibility of launching an appeal m such circumstances The federal law provides for an
appeal to the Federal Court The Federal and Montenegrin Constitutions provide special
guarantees regardmg the nght of association of members of national mmorties, mcluding
the nght to participate m mternational NGOs, but the Serbian Constitution 1s silent on this
1ssue

There were two attempts at the federal level, m 1994 and 1996, to prepare a new draft
law on NGOs, but without success In Montenegro, however, the Parhament enacted the Law
on Non-Govemnmental Orgamzations m July 1999, at 1ts first session after the peace agreement
was reached on Kosovo As noted m the prior report, ICNL provided legal and techmcal
assistance to the working group i drafing this law Despite some setbacks, the final draft
contams a number of progressive provisions For example, NGOs are allowed to engage m
both related and unrelated econonuc activities Also, the law sets forth equal conditions for
establishing domestic and foreign NGOs In addition, there 1s a favorable presumption of
registration, 1if the registration body disregards the prescnibed deadline for respondmng to the
application.

B Foreign NGOs

As noted m the prior report, there 1s currently no legal way for foreign NGOs to
register m Yugoslavia. Organizations implementing UNHCR projects use the UNHCR
"umbrella agreement" with the Federal Government, and are freated as though they are
branches of the UNHCR. At present, the UNHCR office m Belgrade has forty-six
mplementing partners The UNHCR appears to be reluctant to expand this number,
fearing that 1t could provoke the government to break its agreement with UNHCR. Recent
events have only compounded the already difficult environment for foreign and
mternational NGOs m Serbia. Most of the foreign NGOs had no choice but to leave
Serbia, while the very few which have been allowed to stay seek to operate on a low-key
basis

The legal sttuation for NGOs i Kosovo 1s significantly brighter with the Umited
Nation’s Mission m Kosovo's (UNMIK) recent adoption of an NGO regulation prepared
with ICNL's assistance This regulation 1s extremely progressive and covers foreign as
well as domestic NGOs ICNL's activities 1n Kosovo are discussed m more detail in our
regional workplan because the project was funded from regional sources

In contrast to Serbia, the situation 1n Montenegro for foreign NGOs 1s much more
favorable The new Act on Non-Governmental Orgamzation sets forth equal conditions for
establishing domestic and foreign NGOs and provides for a simple registration procedure
According to Mimustry of Justice statistics, nmeteen foreign NGOs have registered m
Montenegro since the new Act came mto force The Minustry expects that this number will
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further ncrease It 1s also sigmficant that all applications for registration of foreign NGOs
have been positively decided thus far

C Taxation of NGOs

Tax legislation affecting domestic donors to NGOs 1s apparently quite hiberal and
probably does not need attention at the present time Grant mcome and gifis to NGOs are
not taxed However, NGOs are not allowed to open hard currency accounts and can
recerve foreign grants and donations only in Yugoslav dmars, at the official exchange rate
Because of the huge discrepancy between the official and black market exchange rates (at
present, almost 200%), foreign donors are effectively discouraged from providing grants
to Yugoslav NGOs

In addition, the tax laws are apparently bemng mterpreted rather broadly with
respect to the economuc activities of NGOs, makmg 1t very difficult for them to conduct
activities for therr support

1| Re]gort3

Because of the escalation of the Kosovo crises and mcreasing hostility of the
Yugoslav government towards domestic and foreign NGOs, our activities m Serbia have
been significantly reduced mn this penod In Montenegro, however, we were able to
contmue our productive collaboration with the government and local NGOs

A The NGO Legal Environment

Desprte an mcreasmgly difficult poltical environment, the Montenegnn Parhament
recently enacted the new Law on Non-Govemmental Orgamzations As noted m the prior
report, we are pleased that the drafimg group and the Mmustry decided to mclude our
comments in the final version of their draft Some of our comments were also mcorporated n
the amendments subrmtted by the Mimstry after the draft had already been miroduced to the
Parhament The followmng illustrates some of ICNL's suggestions that were mcorporated by the
drafters

e The confusion between non-governmental orgamzations and associafions was
clartfied. Instead, the final draft distimguishes between foundations and associations,
while the term non-governmental organization 1s used as a genenc term.

e The final draft now exphcitly states that m addition to domestic persons, foreign
natural and legal persons that reside m or have a donucile m Montenegro can
establish associations Furthermore, foreign natural and legal persons can be the
founders of foundations regardless of whether they reside m or have domicile m
Montenegro
The draft provides that a foundation can be established by will.

A foundatton or an association can be established for a himited period of time

? Additional mformation on these activities 1s contamed m trip reports and updates previously provided to
USAID which are hereby mcorporated by reference
4
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e Conditions for non-governmental organizations to engage m economic activities
have been hiberalized and clanfied

e Unhlke the prior draft, the final draft provides for appeals for the demal of
registration.

e A provision on the distribution of an organization's assets was mserted. It provides
that the competent body of a dissolving organization shall decide on the distribution
of its assets to another organization engaged i similar activittes If the competent
body fails to do so within the prescribed deadline, the government shall deternmne
the distribution of assets to another organization.

Misdemeanors for which fines are prescribed have been significantly narrowed
The amount of fines was reduced.

In addition, we provided assistance to the Montenegrm Ministry of Justice m preparing
the regulation on the content of and procedure for mamtaming the central registry of NGOs
More specifically, we assisted the Ministry m ensurmg that the regulation provides unhmdered
access to mformation contamed m the central registry to all mterested parties

As noted m the prnor report, the Federal Mmustry of Justice, with assistance from
ICNL, was m the process of revising a draft mternational NGO law, which would permut the
registration of mterational and foreign NGOs as branch or representative offices Recently,
however, tensions between the Federal Government and the mternational community mcreased,
and a number of ICNL's contacts left the Mimstty We have also been advised by our local
partners that the Government 1s secretly prepanng a new drafi law regulating mternational
NGOs, which would have an even more chilling effect on foreign NGOs operating m FRY As
a result, we predict that we will have to begin the process all over agam, if we can manage to
re-estabhsh contact with the Mimstry

Also, ICNL previously provided technical assistance to an NGO working group under
the auspices of the Center for the Development of the Non-Profit Sector mn Belgrade to prepare
a draft Model Law on Non-Governmental Organizations and Non-Governmental Foundations
ICNL provided comments m October 1998 However, due to the crisis m Kosovo, work on the
final draft has been suspended.

B In-Country Capacity Building

Dragan Golubovic, ICNL’s Semior Legal Adviser, attended the second forum of
Yugoslav NGOs, held in Subotica on October 29-31, 1999 Representatives of more than
160 domestic and foreign NGOs participated at the forum. Dr Golubovic co-chaired a
workshop on the NGO legal framework and participated m a number of plenary
discussions The discussion was mtense and lasted for more than two hours Among
others, the topics discussed mcluded the legal status of foreign NGOs m Serbia and the
new Montenegrm NGO law.

In collaboration with our local partner, Center for Democracy and Human Rights
from Podgorica (CEDEM), and with the assistance of the Montenegrin Ministry of Justice,
ICNL orgamzed a round table on the new NGO law, which was held m Podgorica on
November 9, 1999 According to CEDEM, representatives of more than fifty domestic and
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foreign NGOs participated m the round table, m addition to government officials Dr
Golubovic co-presided over the round table, presented his paper on the complance of the
law with mternational standards and best regional practices, and participated in the
discussion The discussion at the round table was productive and provided govemment
officials and members of the drafing team with useful feedback on issues related to
implementation of certam provisions of the law

As a result of the round table, the Mustry of Justice requested that ICNL prepare
a hst of provisions that give mise to concerns regarding re-registration and offer an
mterpretation that would facilitate re-registration of NGOs Based on ICNL’s
recommendations, the Mmustry of Justice will issue an official mterpretation of re-
registration provistons, which we hope will facilitate the re-registration process The
Mumsstry of Justice has also sought ICNL’s assistance m amending those provisions in the
law which do not comply with mterational standards and best regional practices The
Minsstry plans to proceed with the amendments next year

C. Regional Limkages

During the past reportmg peniod, ICNL pubbshed two volumes of the
International Journal for Not-for-Profit Law (IINL) The IJNL 1s an online journal that
provides up-to-date mformation on legal and regulatory developments affecting the not-
for-profit sector m countries around the world The IJNL contamns regular updates on FR
Yugoslavia and 1s distributed around the world via e-mail and the Internet

m Workplan

Because of the unsettled political situation n Serbia and the uncertam prospect that
it will be resolved any time soon, ICNL plans to focus its activities in the next year mn
Montenegro ICNL has established a very good working relationship with the government
and the NGO commumty and, generally, has found the political environment m
Montenegro favorable for NGO reforms Now that the new NGO law has come mto force,
we thnk 1t 1s crucial to ensure 1ts smooth implementation and to proceed with other
aspects of NGO reforms, particularly with the establishment of an approprnate framework
for NGO-government collaboration and fiscal reform.

However, many of ICNL’s proposed activities in Montenegro m the upconmuing
period are contingent upon additional funding mn the next twelve months The current
budget will allow us only to provide assistance to the Montenegrin Ministry of Justice m
preparing amendments to the new NGO law and to assist 1 prepanng a brochure on
NGOs registration.

ICNL also stands ready to provide whatever legal and technical assistance 1s
required mn Serbia, if the situation will perrmt
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A. The Legal Framework

With our current funding, we shall provide assistance to the Montenegrin Ministry
of Justice m preparing amendments to the new NGO Law The Council of Europe has
offered 1ts expertise to the Montenegnn Government to determme to what extent the
Montenegrmn legal system comphes wrth that of the European Union. In connection with
that, the Mimstry of Justice has sought our assistance in ensuring that the NGO law
entirely complies with international standards and best regional practices As already noted
m this report, we understand the Mmstry plans to proceed with these amendments next
year

If additional fundmng 1s available, we seek to proceed with the following activities
related to the legal framework

We would work with the Montenegrin government on estabhishing an appropriate
legal framework for NGO-government partnerships The government has recently
estabbshed a commussion which will decide on grants to NGOs for this fiscal year, but
seeks to replace this commussion with a foundation system, similar to the one mtroduced n
the Czech Repubhic

ICNL would also examme the various tax provisions mpactng on NGOs m
Montenegro and Serbia to determune how we may be able to assist m this area Current
1ssues surroundng customs duties, foreign currency transfers, and other tax and fiscal
matters may need to be addressed

Fally, if the situation m Serbia and funding would perrmt, we stand ready to
provide assistance to the Belgrade Center for Development of Not-for-Profit Sector m
preparnng the final version of the model NGO law

B In-Country Capacaty Building

With our current funding, ICNL will be working with the Mimstry of Justice and
our local partners on prepanng a brochure on NGO registration. This brochure will be
published both m Montenegrm and Enghsh.

If additional funding 1s available, we seek to proceed with the following activities
related to m-country capacity

ICNL would work with the Mmustry of Justice and our local partners on preparing
a commentary to the new NGO law

We would also work on the SOS line project m Montenegro, m collaboration with
the newly estabhished resource organization, the Center for Development of Not-for-Profit
Sector, and the Open Society Fund This project would enable the Center to provide pro
bono services to NGOs with respect to legal and fiscal 1ssues impacting on ther work.
ICNL would provide trainmg for one or two young lawyers mterested m providing pro
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bono legal services and would assist m preparmg a manual that would contain answers to
frequently asked questions pertment to legal and fiscal framework for NGOs

We would also work with the Minustry of Justice and our local partners to organize
a seminar for government officials, judges and NGO representatives on the NGO law The
purpose of this semmar would be to increase m-country capacity for implementing the law
The semmar would provide a detailed analysis of the provisions m the law, therr
complhance with mternational standards, and the problems that could anse m the
mmplementation of particular provisions Issues that would, n particular, be dealt with
mclude types of orgamzations, registration requrements, mternal orgamzation,
permussibility of NGOs' economic activities, demal of registration, redress tools, officers’
duties and responsibihities and reporting requirements, and distribution of assets

With the Government and our local partners, we would hold a semmar on NGO-
government partnerships We would bring m one or two regional experts to discuss the
issue from a comparative perspective and help determine which models of partnership
would best suit the Montenegrin environment

We would also work with our local partners to organize a one or two-day senunar
on taxation of NGOs We would bring m one or two regional experts to lighlight this
issue from a comparative perspective and help determme what should be amended mn the
current fiscal framework to ensure NGO sustamability n the long term.

Fimnally, with the School of Law m Podgonica we would work on mcorporating
NGO legal and fiscal 1ssues mto the School’s curnculum. During our recent wisit to
Podgorica, the Dean of the School expressed mterest m proceeding with this project and
helped us 1dentified two courses (Human Rughts and Endowments) which could be
expanded to mclude NGO legal and fiscal 1ssues

C Regronal Linkages

In December 1999, ICNL will hold a meeting of experts from the region, Western
Europe and the United States to consider essential public benefit 1ssues The meeting wall
be held m Zakopane, Poland Meeting participants will undertake a comparative study of
varous laws regulating public benefit organizations, and will review a model law on public
benefit orgamzations for the region. FR Yugoslavia will be represented by Zivka
Vasilevska from the Belgrade Center for Development of Not-for-Profit Sector We also
mvited a member of the Montenegrn drafimg team, Miodrag Viahovic to participate, but
unfortunately Mr Vlahovic cannot attend due to other commitments

In spring of 2000, ICNL will organize a regional conference on public benefit
organizations and NGO taxation The conference will likely be held in Bulgania. ICNL will
mtroduce 1its regional survey on NGO tax issues and will present a model law developed by
ICNL and experts from the region. This conference 1s an important component of ICNL's
NGO tax reform mitiative, and ICNL will ensure that participants from FR Yugoslavia are
mvolved

We are also considering the possibility of organizing a conference mvolving some
of the countnies of the former Yugoslavia, which would seek to address current NGO legal
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framework m those countries from the mternational and regional perspective Next year
appears to be a good time for such a conference Macedoma and Montenegro have
recently enacted new NGO laws, while in Croatia and Bosma, efforts to mtroduce new
NGO legal frameworks are under way

To share regional and mternational lessons learned, ICNL will also continue to
distnibute laws, reports, and the IINL to mnterested mndividuals m former Yugoslavia In
addition, ICNL will seek to mtegrate Yugoslavs mto other regional activities detailed i
our regional workplan

111 List of Contacts

ICNL has established close relationships with several government officals,
especially m Montenegro, lawyers, and NGO leaders working on sector issues The

following 1s a partial st of ICNL’s contacts n Yugoslavia

Montenegrin Mimistry of Justice

USAID/OTI, Podgonca
Umnited Nations Office of
the High Comnussioner for
Human Rughts, Podgornica

Center for the Development of
The Nonprofit Sector

Int’] Orthodox Chnistian Charities
ABA/CEELI, Podgorica

Center for International Private
Enterprise, Podgorica

Center for Humamtarian Law
European Movement

Civic Imtiative
Yugoslav Lawyers’ Commuitee
for Human Rughts

Center for Democracy Foundation
Belgrade Centre for Human Rights

Dragan Soc (Mmuster) Branimir Radulovic
(Deputy to the Mimster), Branka Ratkovic
(Deputy to the Mumster), Vladan Djuranovic
(Secretary to the Ministry)

Nebojsa Cagorovic

Vesna Kommnenic

Zarko Paunovic, Branka Petrovic, Zivka
Vasilevska

Samja Nikohn

Judith Armatta, Aleksa Ivanovic

Malcolm Toland

Degjan Janca

Danyel Pantic

Dubravka Valat, Miljenko Dereta

Biljana Kovacevic-Vuco
Natasha Vuckovic, Namanja Krajcmovic
Prof Vojn Dmmtryevic, Vesna Petrovic

Fund for an Open Society, Belgrade Somja Licht, Ivan Vejvoda

Fund for an Open Society, Podgornica Mirjana Popovic, $asa Brajevic
Fund for an Open Society, Nov1 Sad Laszlo Vegel, Sifusa Nikoln
Center for Cultural Decontammation. Borka Pavicevic

Helsmki Commuttee, Belgrade
Helsinki Commuttee, Podgorica.
Humamtanan Law Center

Center for Democracy and Human
Rights

Sonja Biserko
Slobodan Franovic
Natasa Kandic

Srdjan Darmanovic, Rade Brajovic, Miodrag
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Vlahowvic
Center for Development of
Not-for-Profit Sector, Podgorica Stevo Muk

Center for Enterpreneuership Bijana Vuosevic

Alter Modus Luka Djurovic

Center for Multiculturalism. Alpar Losanc, Nenad Dimitryevic
v List of ICNL Country-Specific Documents
Laws

The Law on Non-Governmental Orgamzations, Republic of Montenegro, July 29
1999

Regulation on the Contents and Procedure for Mamtammg the Central Registry of
Non-Governmental Organizations, Republic of Montenegro, Mmustry of Justice, /999
Decision of the Montenegrin Government on Establishing a Commussion that will
Decide on the Government’s Grants to NGOs, /999 (in Montenegrm)

Decree on the Conditions Under Which Foreign Non-Governmental Orgamzations Can
Approve Credits to Domestic Natural and Legal Persons, The Government of
Montenegro, September 3 1998

e Excerpts of the Constrtution of the Republic of Montenegro, October 12 1992

¢ Constrtution of the Federal Republic of Yugoslavia, April 27 1992

e Excerpts of the Constitution of the Republic of Serbia, September 28, 1990

e The Act on Association of Citizens in Associations, Social Orgamizations and Political
Parties Which are Established for the Termntory of the Socialist Federal Republc of
Yugoslawvia, July 27, 1990
Repubhc of Serbia, Extract from the Act on Political Organizations, July 19, 1990
Repubhc of Montenegro, The Act on Association of Citizens, 1990
Republic of Serbia, Law on Legacies, Foundations and Funds, 7989 (in Serbian and
Enghsh)

* Republic of Serbia, Excerpts of the Act on Social Orgamizations and Associations of
Critizens, undated

Draft Laws

e Second Draft of the Law on Non-Governmental Organzations, Republic of
Montenegro, December 1998

e Draft Bill on the International Non-Governmental Organizations Operating n the
Federal Republic of Yugoslavia, 1998

e Draft Model Law on Non-Governmental Orgamzations and Non-Governmental
Foundations (First Version), 7998

Comments

ICNL’s Comments on the Proposed “Bill on the International Non-Governmental
Organizations Operating m the Federal Republic of Yugoslavia,” June 1998
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Repeorts
How to Establish and Register an NGO, 7997 (in Serbian)

Nongovernmental, Nonprofit Organizations 1n the Federal Repybhic of Yugoslavia, by
Zarko Paunovic, 1997

e Registration of Intemational NGOs and Some Other Legal Aspects of Ther Work n
the Federal Republic of Yugoslavia, undated

Forms

e Applcation form for registration of associations, Mmustry of Internal Affars of the
Republic of Serbia, undated
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