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Elements of valuation of in-kind domestic cofinancing

In-kind contribution

Eligible elements in fair value calculation

Non-eligible elements in fair

Fixed Assets

If the contribution of the land is only for the
duration of the project, use the official rent price
per month, multiplied by the number of months.
Price calculation should be supported by official
documents and/or rental agreement, or evidence
of actual use by the project or other similar
documentation.

category value calculation
If the contribution of land is within the project
implementation period and is sufficient to fully If the use of land is not
reach the planned results and impact, the full exclusive to the project, only
price of the land plot may be shown, supported by that part dedicated to the
official document or data with evidence of the project should be reflected in
price (Land Registration Certificate; Department of the cost used to value the

Use of land Statistics or other official institutional document). contribution.

Use of vehicles

Average cost per month or day at the official rent;
price specific for that locality, multiplied by the
number of days/months used,

Amortization of the vehicle is calculated as
follows:

« subtract the fuel cost per km from the
UN/national official rate used for private travel in
that country per km;

« multiply the number by the approximate number
of km to be driven during the project.

If fuel is also shown as in-kind, use the full cost at
the UN official/national rate for private travel per
km, multiplied by the total distance driven during
the project.

Equipment,
materials and
supplies (for
example,
computer and
electronic
communications,
plant and
machinery)

If the contribution is with used equipment,
materials and supplies, they are to be valued at:
« fair market value;

« Institution book value.

If the contribution is with new equipment,
materials and supplies, they are to be valued at:
« the selling price to most-favoured customers (if
stock item);

« cost of manufacture (if one-of-a-kind).

If with loaned equipment, material and supplies,
valuation is to be based on:

« rental equivalent based on depreciation;

« rental equivalent at highest-volume rate.

If the use is partial, straight-line depreciation of
the full cost of the asset for the duration of project

Equipment, material and
supplies at list price or
discounted list price

Rental equivalents exceeding
accepted values had the
equipment been donated or
sold

Development costs

Use of buildings,
meeting rooms,
spaces or
facilities

Donated meeting rooms, space or facilities for
which a rental fee is usually charged. The space
used should be specifically related to and
necessary for the project.
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In-kind contribution category

Eligible elements in fair value
calculation

Non-eligible elements in
fair value calculation

Intangible Goods

Development costs of new
software and new
technologies that go
beyond the scope of the
project

Use of software, new
technologies and
databases

Market price of asset/software for project
duration

Cost of purchasing licences needed for the
project, if not already provided by the
institution

Development cost of new technologies
related to the project

Dissemination of results

Cost depreciated over the duration of
project

Travel and subsistence
costs

Reasonable out-of-pocket travel and
subsistence expenses for work that is
directly devoted to the funded project.

Use of air miles points to pay for travel and
subsistence.

Reasonable conference travel costs
related to the funded project.

Conference registration fees, or a
proportion of these fees if only part of the
conference focuses on issues or topics
related to the project.

Costs to cover conference
fees, travel, hotels, food,
etc., to attend events,
meetings, etc. that are
unrelated to issues or
topics related to the
project.
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In-kind contribution

Eligible elements in fair value

Non-eligible elements fair value

category calculation calculation
Salaries and expenses of
management activities not directly
related to the project.
, Actual pgrtlon of salgry CQSt of the Payments to the project director, co-
Employees staff assigned to fulfil duties .
. e applicants and/or collaborators as
salaries specifically related to and necessary

for the project.

consulting fees (additional to basic
salary).

Salary and expenses for
administrative support staff.

Labour such as
professionals,
experts,
volunteers,
workforce from
the beneficiaries

Fees for consulting and/or technical
expertise directly related to the funded
project at daily market rates in the
country or area, calculated per day or
per month, for example, number of
days x market value per day

Fees not related to the project

Partner
remuneration

Salary and benefits of partner
institution employees (not those of the
host institution) when they undertake
activities related directly to the project

Overhead based on the salary and
benefits of partner institution
employees.

Faculty
remuneration

Actual costs to the institution for
release time from teaching duties (for
example, the cost of hiring a sessional
instructor for course release may be
counted).

Payments to the project director, co-
applicants and/or collaborators as
consulting fees (additional to basic
salary).

Tax exemption

Total of taxation and tariff obligations
forgiven.
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Example of in-kind domestic cofinancing at the design
phase

1. During the design of the Resilient Land and Resource Management Project (RELAP)
in West Bank and Gaza, the economist had developed ten models to represent the
planned activities, organized under three main types of interventions: (i) resilient
land development activities for orchards (four models); (ii) other resilient land
development models: wadis, rangeland and integrated livestock system; and
(iii) activities financed via grants: sheep breeding, bee-keeping and mushroom
cultivation.

2. The models show that the total labour contributed by beneficiaries and valued at
US$14 per day (local wage) is worth US$10.7 million (or 26 per cent of total
project costs). If only the additional work required to implement IFAD’s proposed
activities is considered, then this represents 11 per cent of total project costs (as

per table 1).
Table 1
RELAP EFA tables quantifying family labour

PY1 PY2 PY3 PY4 PY5 PY6

Total family labour (USD) - 705514 1695271 2490 888 2911959 2922 956
Incremental family labour (USD) - 1020307 - 314793 674 964 1470581 1891652 1902 649
Project costs (USD)
Component 1 17 684 5361441 7048 265 6980524 5068 841 194 275
Component 2 208 724 3140185 4370591 1487538 151429 3308
Component 3 719 390 976 269 616 247 462 332 332305 244 655
D. Project Management 751858 590 890 624 025 598 236 608 628 815057
Total costs (USD) | 1697655.57 10068785.20 12659 127.46 9528630.08 6161202.95 1257295.00
(A) Total Family Labour over project years usd 10726 587 family labour per/day 60 NIS
(C) Total incremental family labour 4604 746 family labour per/day 14.2 usb
(B)Total project cost USD 41372 696
A/B 26%
C/B 11%

3. These estimates could also be presented by type of activity, showing which
intervention will require greater contribution from the beneficiaries.

4. On the other hand, government’s contributions in terms of provision of services
and facilities — such as the use of office space, provision of vehicles and seconded
staff as well as tax exemption — should also be considered and quantified as in-kind
contribution.

5. In the case of RELAP, the total government in-kind contribution was estimated at
16 per cent of total project costs.

6. This means that the total in-kind domestic contribution accounted for almost 27
per cent of total project costs, based on the conservative (incremental) estimate
for the contribution from the beneficiaries of 11 per cent of total project costs, plus
the 15 per cent from the government. Both contributions were presented in the
Costab as reflected in table 2 below.



Table 2: Resilient Land and Resource Management Project (RELAP): Costab by components and financiers (US$ '000)

Climate resilient land development

1. Climate adapted land devel-opment approaches
2. Resilient land development

3. Investment in agricultural roads

ibtotal

Market linkages for the rural poor

1. Rural bulking of agricultural products

2. Inclusive entrepreneurship development support
ibtotal

Public services for upscaling resilient agricultural land use
Project Management

tal PROJECT COSTS

overnment in kind contribuition net of taxes
overnment in kind contribuition % of the total cost

The Government The Government

Beneficiaries in

Beneficiaries in

in kind in cash IFAD GRANT OFID GCF Other entities kind cash Village council To
Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount
110 15.2 - - 223 30.7 60 8.2 60 8.2 273 37.6 981 0.6 - - - - 1708
3389 16.0 646 3.1 1160 55 845 4.0 8810 41.6 2106 9.9 3619 17.1 604 2.9 - - 21179
443 16.0 - - 66 2.4 - - - - 2017 72.9 - - - - 240 8.7 2 766
3941 16.0 646 2.6 1449 59 905 3.7 8 869 36.0 4 396 17.8 3619 14.7 604 2.4 240 1.0 24671
682 16.0 - - 1269 29.8 - - - - 2312 54.2 - - - - - - 4263
95 1.9 - - 103 2.0 - - 3032 59.5 1193 23.4 - - 676 13.3 - - 5098
777 8.3 - - 1373 14.7 - - 3032 324 3504 37.4 - - 676 7.2 - - 9 362
351 10.5 - - - - - - 3000 89.5 - - - - - - - - 3351
1483 37.2 520 13.0 1744 43.7 44 1.1 99 2.5 99 2.5 - - - - - - 3 989
6552 15.8 1166 2.8 4 566 11.0 950 23 15 000 36.3 8000 19.3 4 600 11% 1280 3.1 240 0.6 41373
1273
3.1%
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Example of in-kind domestic cofinancing in financial
reporting

1. In-kind domestic cofinancing could be reported in the face of financial statements.

According to the International Public Sector Accounting Standards (IPSAS)
cash basis, the in-kind contribution will be reported in the notes to the
financial statements. The additional disclosures encouraged* provide an
example of disclosure in paragraphs 2.1.90(f) and 2.1.91.

According to the IPSAS accrual basis and IFRS, the in-kind contribution
should be reported in the financial statements as assets (in the balance sheet
statement) and non-cash income (in the profit and loss statement).
Additional detailed information related to the accounting policies for in-kind
contribution should be provided in the notes to the financial statements.

2. The notes to the financial statements of the Small Irrigation and Market Access
Development Project in the Nippes and Goavienne Region financed by IFAD in Haiti
show this reporting of in-kind domestic cofinancing:

“The Government of Haiti’s in-kind contribution was identified and assessed as
follows:

The licence rights to use the financial and accounting software provided by
the Ministry of Agriculture; the net value at the date of transfer of the right of
use of the licence to the project was considered at fair market value. The
annual amortization of the net value over the number of years of the project
was considered to be annual in-kind contribution.

The use of the Ministry’s offices devoted full time to the project’s
implementation team;

The use of office and IT equipment provided by the Ministry of Agriculture;
the net value at the date of transfer of the right of use of equipment to the
project was considered at fair market value. The annual amortization of the
net value over the number of years of the project was considered to be
annual in-kind contribution.

The vehicles and equipment (cars and motorcycles used by the supervisors);

The contribution in taxes: This contribution amounts to the total of tax
exemptions granted to the project on the purchase of three vehicles and
three motorcycles.

The salary of staff dedicated part-time to the project: The use of timesheets
to determine the actual time devoted to the project, considering total gross
regular salary (without bonuses).

The table below summarized the cumulative in-kind contribution of the
Government of Haiti for the period from 2015 to 2018:”

* IPSAS: Financial Reporting under the Cash Basis of Accounting; Appendix additional Disclosure; November 2017
https://www.iaasb.org/system/files/publications/files/Cash-Basis-IPSAS-2017.pdf
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Amount in United States

Description dollars
Licence for accounting and financial software 36 492
Office space 9 655
Office and IT equipment 15 700
Vehicles and equipment 50 355
Salaries of part-time staff 17 127
Tax exemptions 102 877
Total 232 206

EB 2018/125/R.7/Add.6
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Examples of risks related to in-kind domestic cofinancing

Category of risk

Description

Human and
organizational risks

Lack of experience and/or understanding on the part of the project manager and staff

High turnover of project manager and staff

Project team is unaware of codes, or regulations and lacks experience in quality
assurance issues

Inadequate, weak or inconsistent procedures for internal controls

Missing or incomplete reporting to IFAD and auditors

Human conflict or poor negotiations with the contributors

Decision-making by the project team and steering committee takes too long

Dissemination of false or inaccurate information

Lack of transparency

Project execution risks

Inadequate choice for a contribution/contributor
Unexpected withdrawal of the contributor from the project
Contributors’ lack of motivation or reluctance to accept project alterations

Underestimation of the workload or contribution required to fulfil project requirements

Low level of the quality assurance systems, including those of a technical, accounting
and reporting nature

Languages and cultural barriers that affect understanding of requirements

Legal issues and conflicts

Technical risks

Project requirements are not clearly expressed or communicated
Missing or incomplete specifications
Difficulty in implementing due to procedural complications

Components and products that are not viable

Qualifications, official documentations, and required permissions are outdated or
unsuitable

Environmental risks

Instability of project requirements

Difficulties in partnerships and collaborations

Delays in procurement procedures

Regulatory changes, for example safety and environmental
Administrative and technical errors

Project acceptance by the social and human environment

Risk of incidents of a natural or political nature
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