Local capacity
builders (LCBs)
For SNV, a local
capacity builder

is any type of
individual, group

or organisation that
provides capacity
development
services to local
actors, and is
owned and governed
within the country
or region.

We engage with
local capacity
builders in three
ways: as clients, as
sub-contractors and
as partners.

3.0ur drive to
localise

A core element of our 2007-2015 strategy is to stimulate the enabling environment for capacity
development and work with local organisations as clients, sub-contractors and partners.

We believe that if local organisations have the power to provide appropriate capacity development
support services, this will eventually drive the realisation and scaling up of tangible development
results. The Accra Agenda for Action (2008) echoed this, pointing to the need to make better use
of ‘Southern expertise’ in capacity development.

Engagement with local capacity builders (LCBs) in 2009

We engage with LCBs as clients, as contracting parties and as partners. In each sector we apply

a combination of all three arrangements to stimulate the local capacity development service
environment. There are many examples of LCB engagement in the chapters on our sectors, regional
highlights, as well as in the case studies.

In 2009, the volume of sub-contracting to local capacity builders surpassed 15 per cent, reaching
20 per cent in some regions. The figure increased from an average of nine per cent in 2007 to
14 per cent in 2008 and 17 per cent in 2009. The slower rate of growth in 2009 is due to two
factors: a) the need to select and develop cooperation with suitably qualified LCBs, and b)

the need to develop our internal management practices to deal with increased volumes of
sub-contracting.

Percentage of advisory days delivered by local capacity builders
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Localisation is
part of the SNV
brand: our way of
achieving lasting
development
results.

The graph on page 26 shows that local capacity builders are delivering an increasing percentage of “We used to limit
SNV’s direct advisory days. The present percentage ranges from 15 to 21, influenced by, among ourselves to one-off
other things, the availability of LCBs in a region. This growth declined in 2009 in two regions due
to adjustments in our own staff logic and size. However, as restructuring measures take effect,
we foresee consistent growth in LCB sub-contracting over the next three years. The effort required we are OCTUO”Y part
to support quality improvement of LCB services is starting to pay off, as confirmed by one Ethiopian of the value chain
LCB.

assignments, now

development logic of
SNV Ethiopia, and we
enter info longer-term,

Strengthening decentralised government in Montenegro

In Montenegro, eight organisations are working collaboratively to strengthen municipalities’
capacities and so facilitate EU integration, with support from SNV. engagements.”
SNV set up the local capacity builder platform in 2007 in a concerted effort to increase support for An Ethiopian LCB
local development. Organisations were selected to address the skill gaps at municipality level that

multiple stakeholder

were hampering decentralisation. The participating LCBs brought a range of competencies in fields
like agriculture, tourism, forestry, regional development and EU integration.

By the end of 2009 the platform was going strong, carrying out analyses, strategic planning
training, consultancy in public-private partnerships, and more. While in 2007 these were eight
unconnected organisations, they now form a strong network that shares information, applies
for contracts jointly and offers relevant capacity development services to local government,

civil society and private sector actors - largely independent of SNV.




SNV is moving away from
being a self-contained
service provider and
towards sponsoring
thriving local service
environments.

In 2007 and 2008, increased engagement with LCBs had created resistance and fear of competition
among some staff. But in 2009, all regions and countries started to see engagement with LCBs as
an asset for achieving results and leveraging impact. We also learned that engaging with LCBs
means that SNV staff need additional skills and seniority in drafting terms of reference, and
providing feedback/supervision and quality assurance. We saw that as engagement progressed

and performance of LCBs improved, some local capacity builders started to become our strategic
partners in certain sectors or lines of work.

Bridging the macro-micro gap

The capacity development support sector in many countries consists of a mix of NGOs, consultancy
firms and (semi-)public entities. These local capacity builders are normally concentrated in one or
two major towns. In DR Congo, for example, nearly all LCBs are based in Kinshasa. Outside the
capital city smaller NGOs might be active, but donors usually choose to fund the more established
national-level actors to implement projects and activities. Most capacity development services are
planned with the funder, far removed from local needs: the so-called macro-micro gap. More
advanced and needs-based advisory programmes are rare. For many local actors it is difficult to
find quality, affordable capacity development services.

SNV seeks to bring about a change in market relations and funding patterns for capacity
development support by setting up local capacity development facilities (LCDFs). These facilities
broker market information and connect local demand, supply and finance. They also provide a
funding facility to which local actors can apply. LCDFs are locally governed and co-funded.

In 2009 we started to develop facilities in a first batch of specific country (and sector) settings.

We involved interested local and international actors to ensure that the facilities would be locally
owned and attract other international agencies and donors. Initial proposals were developed in
Kenya, Tanzania, Zambia, Ghana, Vietnam, Latin America (regional) and Albania. Five of these

were approved through a strict internal review, and are now establishing concrete initiatives. Oxfam,
Danish development organisation IBIS, Action Aid, the British, Danish and Swedish government
development agencies (DfID, Danida and SIDA respectively) and a series of national actors have all
shown interest in the LCDF initiatives. In 2009, Dutch development organisation Hivos joined as a
first international partner to the initiative. As we continue to make progress, others may join at this
level in 2010.

The positive interactions with others and practical progress made in this first group of countries
confirmed that LCDF is a highly relevant initiative. A second group will begin in 2010.



4. Regional
highlights
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This section gives an insight into the challenges and achievements in 2009 of SNV in
each of the five regions where we work: Asia, the Balkans, East and Southern Africa,
Latin America and West and Central Africa.
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Asia
A climate of change

China and India are increasingly drawing attention as emerging players in the world’s
economy. These countries and other emerging markets in Asia have demonstrated
remarkable resilience during the current economic crisis. However, despite optimism about
quick recovery in many Asian countries, the expected number of people living in poverty in
the region in 2015 still exceeds the number in sub-Saharan Africa. Inequality is on the rise,
and the energy crisis and climate change are expected to hit Asian countries particularly hard.

SNV in Asia
For SNV in Asia, 2009 was a challenging and exciting year during which our joint efforts from the

preceding two years yielded jobs, income and access to basic services for over 1.5 million people
across eight countries. We maintained our presence in Nepal, Bhutan, Vietnam, Lao PDR and



SNV supported
local government,
civil society and
the private sector
in developing the
Korce region in
Albania as a tourist
destination.

coming mainly from the USA, Britain, Netherlands, Belgium and Denmark.

By employing local people to implement improvements (paths, viewing platforms, roads) the
developments have earned local artisans and small businesses over EUR 550,000. In total, around
200 small business owners in five communities have received training in customer care, business
management, food and hygiene. Access to training in tour guiding, home stays, and other tourism-
related skills mean continued employment opportunities for local people. Mole is now a major
employer in Savannaland, with over 250 staff (park and hospitality), most of whom are locals.
There is still some way to go before reaching the expected impact levels — 1,489 households
benefiting directly — set out in 2008. But A Rocha project manager Daryl Bosu remains positive:
“Some areas we have found hard to realise (and measure) but I think within four years we’ll reach
those levels. 2010 will be the year for marketing and expansion.”

The wider picture

This ST-EP project in Savannaland is one example of a major effort by SNV to develop sustainably

Ghana'’s potential as a tourist destination and to bring greater benefit to low-income communities.

In 2009, we supported the Ministry of Tourism in formulating inclusive tourism policy, which will be
the basis of a Tourism Act to be passed in 2010. This will aim to improve the enabling environment
for tourism-focused businesses and stimulate investment.

Similar cases

Tourism action planning in Albania and Macedonia

In Albania’s Korce region, effective tourism action planning resulted in improved road, water and
electricity coverage for local people in 2009. A local tourism committee, including local government,
civil society and the private sector, worked together to identify priorities and lobby for funding. The
committee has raised over EUR 500,000 since 2008 to implement their plans. With capacity building
support from SNV, Korce City and the surrounding communes and municipalities jointly applied for
UNWTO ST-EP funding in 2009 to develop the whole Korce region as a tourist destination. SNV is
supporting this tourism action planning approach all over Albania as well as in neighbouring
Macedonia.

Pro-poor inclusive tourism in Mozambique

The Inhambane peninsula in Mozambique is a major tourism destination but one of the country’s
poorest provinces. Lack of basic skills among local people means there are limited income
opportunities for them in local tourism. In 2008 and 2009, SNV brought together a variety of public,
private and government actors to examine the opportunities for, and barriers to, increased income
for local people from tourism. Initiatives within the programme included looking at local agriculture
and how to link producers into the supply chain of tourism businesses, like hotels; and creating

a forum of local public and private sector actors to identify skills needed for jobs around tourism.
They are now jointly developing relevant vocational training programmes, not just in hospitality
skills but also in disciplines such as building, carpentry and mechanical trades.



6. Diversitying our
resources

Our aim to increase impact on poverty by scaling up local initiatives requires us to
diversify our resources. Our efforts faced many challenges in 2009. Nevertheless, we
made significant strides in both actual fundraising and in setting up SNV for greater
future success in diversifying our resource base. This section details our 2009 efforts
and achievements, both as a whole and by region.

Globally, official development assistance is being challenged, especially in the context of the economic
crisis. Funds are growing ever scarcer, and being new to this market increases the challenge for SNV.
Our engagement with the private sector and with multi-sector responses to poverty continues to grow,
with two innovative business development initiatives: Inclusive Business and value chain financing.

In 2009, against a backdrop of food and energy crises and climate change, we tested and improved
our project proposals to donors, within the framework of our 2007-2015 strategy.

All these factors contributed to our raising a total of EUR 11.6 million in 2009, against the ambition
of EUR 13.4 million. This represents an increase of 54 per cent (EUR 7.5 million) on 2008. The graph
on page 63 illustrates this increase, along with progress in each region since 2006.

Internally, we focused on developing a coordinated agenda for partnership and resource mobilisation
(PRM). We compiled a comprehensive report on potential funders, increased our profile and
partnerships in new markets (such as the US and the EC), built strong relationships with a new
range of partners that increase access to funding opportunities, and experimented with new funding




EUR in millions

Resource mobilisation achieved by region
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mechanisms. Our successes and failures in pursuing business opportunities gave us insights into the
types of partnerships to focus on to achieve optimum impact.

Externally, several types of funding partnerships emerged: multi- and bi-lateral donors, foundation
grants and contracts, service fees from companies, and sub-contracting relationships with ‘lead’
companies on projects. We began exploring innovative funding streams in the private sector,
including investment funds.

Examples of successful partnerships attached to resource mobilisation per type of funder include:

Bilateral/multilateral:

® Forest governance facility (DfID, Cameroon,)

® Forest management and value chains (World Bank, Albania and SIDA, Kosovo/the Balkan region)

® Biogas programme (Asian Development Bank, Asia/Vietnam)

® Inclusive Business (World Business Council for Sustainable Development and the Inter-American
Development Bank, Latin America)

® Non-timber forest products (EU, Central Africa)

® Agricultural value chain development (Danish Ministry of Foreign Affairs, Albania)

® Biofuels (FAO and Green Energy, Vietnam)

® Combatting child labour through education (Lead partner: Winrock, funded by US Department
of Labor).

Foundations/corporates/investors:

® Agricultural value chains in Vietnam (IPADE/Spanish cooperation, Ford Foundation)

® Value chain financing facility (with SEAF, the Small Enterprise Assistance Fund, East and
Southern Africa)

® Inclusive Business (Unilever and Nestlé, Latin America)

We continued to expand the roles of local capacity builders in developing and implementing
initiatives funded by these new streams. This included involving local partners in tender proposals,
both as lead applicants and as sub-contractors. There were also roles for local organisations

as consultants on major proposals involving large donors like EU and USAID.
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Neil Ghosh, Director
of SNV’s Washington
DC office, and Ms.
Dorothy Opare,
Co-owner of Afrikiko.

Highlights in 2009

Across regions, an effective way to attract external funding and raise SNV’s profile in 2009

proved to be by offering recognisable capacity development service packages within programmes.
The Mekong Discovery Trail in Cambodia, biogas programmes in various countries in Asia (with the
Asian Development Bank) and Africa (with Hivos) and a water and sanitation programme in Zambia
(with UNICEF) were all good examples of this. Similarly, in Latin America, we raised USD 1 million
in counter-funding from companies participating in the Inclusive Business programme, funded by
the Inter-American Development Bank, and acquired fees-for-services contracts from Nestle and
Unilever. In the Balkans, we secured EU contracts for rural business development (Montenegro) and
accountability in forestry (Albania) as well as a substantial programme with the Danish Ministry of
Foreign Affairs on agricultural value chains in Albania.’

In West Africa we attracted new funding, particularly from existing donors. We also generated
serious interest from a number of potential new donors such as the European Union and the African
Development Bank.

Our Washington DC office

In 2009, the formal legal establishment of an SNV office in Washington DC was realised. The DC
office supports SNV in strengthening our partner network and in our resource diversification efforts.
During the year, the DC office worked closely with head office and regional colleagues to compile a
list of priority donors and establish a system to identify and disseminate funding opportunities.

The process is still being refined, but by the end of 2009 a large number of pre-screened leads had
been shared with the regions.

SNV staff in DC led relationship management activities with several funders, including the World
Bank, USAID, US-based contractors, Millennium Challenge Corporation (MCC), and some major
global foundations such as Gates, Ford and Kellogg. We gained greater understanding of the cultures
and nuances of these partners, met with representatives at all levels, and started to build trust and
familiarity.

The DC office led or supported over 30 proposals, both regional and global, in 2009. One highlight
was a successful bid as a sub-contractor to Winrock International for a US Department of Labor
project in Rwanda.



7. Global
partnerships
for local impact

SNV values partnerships - at corporate level, as well as in regions and in countries — as a way to
align with other organisations and increase the effectiveness of our efforts. Our choice of partners

is driven by the desire to increase impact so that we can scale up, replicate and learn. We seek
partners that complement SNV'’s approach to development and work within best practice models.
From a local development perspective, these partnerships have enabled us to deliver complementary
services to our clients, enabling them to achieve development impact at national and local levels.

Our six corporate partnerships

Promoting farmer entrepreneurship with Agriterra and Agri-ProFocus

The partnership provides financial support and technical and capacity development services to
producer organisations. This helps farmers to become more business-oriented, which leads to
increased local income and employment.

In 2009, joint projects to strengthen 16 national-level producer organisations were implemented in
Benin, Niger, Kenya, Uganda, Vietnam, Nepal and Cambodia, reaching more than 300,000 farmers.
In a letter to parliament in January 2010, the Dutch Minister for Development Cooperation explicitly
referred to Agri-ProFocus, Agriterra and SNV’s contribution to aligning programmes that increase
local organisations’ effectiveness in the agriculture sector.
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8. Managing for
results

For SNV, it is crucial to be able to demonstrate the tangible and sustainable results of
our work in poverty reduction. As well as our own desire to do this, there is pressure
from politicians, funders and the general public to show that the money invested in
international development work is leading to concrete results.

Since 2005, SNV has worked hard on results management, and in 2009, ‘Managing for Results’

(MfR) became a priority project, to be finalised at the end of 2010. Of the seven core elements of

our 2007-2015 strategy, the first and the last refer specifically to achieving and measuring

development results:

® We focus our activities on impact in two areas: basic services, and production, income and
employment

® We sharpen our drive for quality in staff, work processes and result measurement.

Impact in two areas: basic services, and production, income and employment

We have made substantive progress in focusing our interventions on achieving outcome and impact
in these two impact areas. In 2009, 87 per cent of our advisory work was within our sectors (basic
services: water and sanitation, education, renewable energy; production, income and employment:
agriculture, forestry, and tourism).

In all regions, the shift has been made from offering demand-based capacity development services
to local actors (what the client needed, we provided), to choosing those actors with whom we can go
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With *Managing

for Results’ as a
priority project,

SNV is focusing more
sharply on achieving
and measuring
development results.
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Measuring and
managing for

results is increasing
integrated in our
capacity development
process.

two steps further, to outcome and contribution to impact through increased production, income and
employment, and improved access to basic services. This was an impressive culture shift within SNV.
It required all staff to zoom out to the bigger picture and realise how the performance of local actors
hampers or drives improvements in the lives of excluded groups. Advisors are now more able to
explain how their assignment with a client will contribute to which impact, and for whom. Another
consequence of deliberately linking our capacity development services to impact is that we work less
with individual clients and more with constellations of clients, often in value chains.

SNV’s development result areas

Output:  The quality and quantity of SNV's capacity development services

Outcome: Improved performance of (groups of) SNV’s clients and improved enabling
environment

Impact: Improved access to quality basic services, and increased production, income and

employment, and the related improvements in wellbeing, of poor people.

Outcome is the link between our services (output) and impact on the lives of poor people. Outcome
is more than improved client capacity; it is when clients put into practice their new capacities,

and actually improve their performance. Improvements in the political, economic, or cultural
environment that enable further development of their performance, also fall within SNV’s outcome
result area. We consider our services effective when they lead to these outcomes. Outcome is an
essential intermediary result in promoting sustainable poverty reduction because local actors’
improved services will continue to have an impact on poverty without SNV. In 2009, we worked with
three outcome types: increased coverage/outreach, improved service delivery, and an improved
enabling environment. In the sectors section under achievements, these three outcome types and
the two impact areas can be clearly recognised.

The drive for quality, and results measurement

In 2007, SNV introduced the Triple AAA model, our corporate standards for planning, monitoring
and evaluating our capacity development process. Triple AAA stands for Analyse and plan, Act and
monitor, and Assess and evaluate. In 2008, we created a managing for results policy framework
and introduced and implemented Triple AAA in all regions. By 2009, all standard formats were being
used in all countries. Compliance with the standards is audited internally.

A 2009 assessment of Triple AAA showed that some colleagues let compliance with the standards
get in the way of using the Triple AAA logic and tools to learn and improve. Recommendations for
improvement of the standards were made, based on the assessment.




The Triple AAA model
Strategy

Strategy Assess

review outcome

& evaluate Engagement

Client

Review Prepare

\ / The Triple AAA
model contains
SNV’s corporate
standards for
planning, monitoring

Implementation Capacity Implement and evaluating our
of strategy strengthening advisory process.

Strategic
planning

Planning for results

Using standard tools, elaborating results chains and a consistent management message to focus on
impact has resulted in further improvements in the way we plan our capacity development services.
In the Triple AAA assessment, colleagues stressed that the guidelines and tools helped them greatly
in deciding on which outcomes and impact to focus their interventions and with which clients,
partners and LCBs to work. The planning documents also helped advisors and clients decide on,

and clearly document, desired results, and how to achieve them.

All regions developed results chains during 2008 and 2009 and are now using them to help decide
on priorities and planning interventions in the countries. Depending on need and context, generic
results chains were made per sector (or sub-sector) at regional level or country level, per
programme (e.g. IFAD-funded agriculture programme in Nepal), or project (e.g. BID-Fomin in
Central America), or even a combination of all of the above. Together with context analyses, results
chains are an essential part of our intervention logic. They specify how certain outputs are expected
to lead to certain outcomes and in turn contribute to a certain impact. SNV Latin America developed
and implemented an intervention logic tool with outcome chains and a target matrix specifying the
outputs needed to reach the outcomes, and the indicators for enterprise development and its
contribution to poverty reduction.

In West and Central Africa and Latin America, SNV agreed on harmonised key outcomes per sector,
formulated outcome indicators and set targets, based on the results chains. However, we still have
work to do on harmonising impact indicators so that we can attempt to aggregate access to basic
services, income and employment figures. In Asia, certain production, income and employment
programmes have started to pilot the Donor Committee for Enterprise Development (DCED)
standard for results measurement, which uses three standard impact indicators. Collecting baseline
data for selected interventions on impact indicators is something else we need to improve on. This is
essential if we are to measure progress or talk about our (clients’) contribution to impact. In 2009,
SNV in Latin America developed and piloted a methodology for baseline development, which the MfR
project team can adapt and use in the other regions.
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A Managing for
Results team was
established in
September 2009,
consisting of three
head office staff and
one representative
per region.

“No numbers without
a story, no story
without numbers”

Jim Tanburn, Coordinator of the
Donor Committee for Enterprise

Development (DCED).

Assessing results
It is clear that we need to improve in measuring and assessing outcome and contribution to impact

(see also the following paragraph on Evaluating our work). Progress on assessing outcome

was made in 2009, with West and Central Africa introducing a new tool to assess our clients’
performance, aligned with the Triple AAA client planning document. Progress monitoring tools were
also developed and implemented in both African regions and in Latin America. The tools will be
adapted and scaled up to the other regions as part of the MfR project.

Each year, we assess impact through about five external country and thematic evaluations, initiated
and controlled by SNV head office, and conduct a large number of case studies through country
offices. We are deciding how to improve impact assessments so that we can report on more reliable
and meaningful impact data and use these reports to improve our services. This will mean selecting
more carefully the interventions to be evaluated and ensuring that the evaluations are ‘owned’ to a
greater degree by SNV field offices, clients and partners. However, we must remain realistic: it will
not be possible to measure the contribution each and every intervention has to impact, nor to
involve all relevant stakeholders all the time, nor to quantify all changes we contribute to. We will
need to strike a balance between central control and ownership, improve on quality and quantity of
our assessments, and provide a sound mix of methods.

The corporate MfR project aims to improve the 2008 MfR policy framework - including the underlying
standards and tools, and a supportive IT infrastructure - test it in 2010, and start implementing it
throughout SNV. An MfR team was established in September 2009, consisting of three head office
staff and five regional representatives (one per region), who meet regularly. We communicated the
MfR project internally and externally, including to our main donor, the Dutch Ministry of Foreign
Affairs.

In September 2009, we began designing an improved MfR policy, which will be complete in the first
half of 2010. One of its basic elements will be a tool to develop an intervention logic and theory of
change. Other important elements include the development of key outcome and impact indicators,
an impact indicator baseline methodology, progress monitoring and an evaluation policy, including
case studies and storytelling. We will make good use of tools developed and tried out in the regions.
These include the progress monitoring tools already mentioned, the DCED standard in Asia, the
intervention logic and baseline methodology from Latin America, as well as the case studies, videos
and buddy visits from East and Central Africa, and the gender-sensitive Triple AAA from the Balkans.
We aim to align our design with internationally recognised standards such as that of the DCED.

Evaluating our work

We have learned important lessons about the strategic choices that we have made over the past
decade. In 2009, evaluations of country programmes, thematic or sector evaluations, as well as
reviews of strategies and operational issues contributed significantly to this learning process. We are
addressing the recommendations from these evaluations in our annual strategic plans. For example,
as a result of the gender mainstreaming evaluation, we introduced a quality standard to ensure that



gender is addressed in the design, implementation and evaluation of our advisory process.

The evaluations show that SNV has made a substantial impact in improving clients’ capacity to
perform. This means that many clients are better able to provide basic services and to participate
in commercial value chains. One of the main reasons for this is that SNV has sharpened its focus on
impact in two areas: basic services; and production, income and employment. We focus on specific
targets within these in the context of national development priorities.

Evaluations in 2009

Completed:

- Gender mainstreaming in local governance in West and Central Africa (2003-2007)
- Practice area evaluation of market access for the poor (MAP) in Asia (2005-2007)
- Rwanda: country programme (2004-2008)

- Honduras: country programme (2004-2008)

- Evaluation of SNV’s organisational learning (2000-2008)

Started in 2009:
- Benin: country programme
- Peru: country programme

- IOB capacity building evaluation

What are our strengths?

® Several evaluations suggest that the concept of value chains, which SNV embraced about five
years ago, and the recent focus on Inclusive Business are powerful and promising avenues for
sustainable private sector development. Linking small producers to existing markets holds great
potential for sustainable income improvement.

® Moreover, realising impact and outcomes starts with planning for results. SNV has made significant
strides in developing well thought through intervention plans (logics) and the evaluations suggest
that this is paying off.

® Another relevant insight relates to alignment and collaboration. In general, SNV regions are well
aligned with SNV corporate, and our work also complements that of other (inter)national NGOs
and donors, as well as to that of local and central government programmes.

Evaluations show
that SNV has made
a substantial impact
on improving clients’
capacity to perform.

“The more successful
cases stand out with a
better developed
intervention logic [..].
Once the activities,
outcomes and impact
of a project are better
thought through and
planned for, the project
gains both efficiency
and effectiveness.”

SNV practice area evaluation of
market access for the poor

(MAP) in Asia.

“SNV Rwanda’s
programme and
inferventions are
relevant and
embedded in the
national priorities of the
Government of Rwanda
and are strongly
aligned with the major
government policies
and Poverty Reduction
Strategy Paper (PRSP),
as well as with the
MDGs.”

SNV Rwanda country

programme evaluation.
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® The corporate Advisory Practice Learning Programme, which introduces all advisors to SNV
practice, was positively evaluated by SIOO (Interuniversitair centrum voor organiseren
veranderen, vernieuwen en leiddinggeven). This covered 12 programmes run between 2006 and
2009 in four regions. Recommendations for further improvement and alignment to SNV future
needs will be addressed in 2010. This includes offering short versions to local consultants and
sub-contracting organisations, thereby contributing to the quality of capacity development supply
in the countries and regions where we work.

® We successfully piloted an advanced practitioner programme for senior advisors in Asia between
2008 and 2009. This programme will be on offer to other regions in 2010, to boost the seniority
level of national advisors as well as local organisations that have a long term relationship with
SNV.

® We piloted (2008) and rolled out (2009) a management improvement programme (ISM-Improving
SNV Management). Led by the regional director’s team with support from corporate HR, the
programme provides a framework for junior, middle and senior managers in a region to work and
learn together. This will strengthen their collective management practice and leadership culture in
line with the demands of SNV strategy in the years ahead.

® We continued to invest in e-learning with the launch of three more internal e-modules for senior
support staff. These introduce managers and senior support staff to key strategy, finance and HR
policies and processes as part of their induction and professional development. This is in addition
to the Virtual Orientation Programme for all staff and the e-module introducing our standard
planning and evaluation framework to new advisors and managers.

Internal communication and knowledge sharing

In early 2009, we launched our new intranet. Based on Microsoft Sharepoint, the new site goes far
beyond the traditional notion of an intranet as a tool for disseminating information to employees.
It enables all employees to share information and knowledge and collaborate online. Internal
communication is therefore no longer solely the responsibility of the communication department;

it has become the responsibility of each and every staff member. The new site now receives around
3,000 visits each month. The new collaboration spaces proved popular with staff, with almost 300
created in 2009. The new intranet also boosts knowledge sharing within SNV: 870 properly tagged
documents were uploaded to the corporate library.

During the year, we introduced specific new tools for sharing information through the intranet portal,
including an overview to monitor our external profiling via events and coverage in the media and
online. This supports our ambition to monitor external perceptions of SNV more systematically.
The intranet also gave a boost to internal communication. Our internal magazine Nethwork was
transformed into an electronic intranet-based bulletin, and SNV’s Chief Executive Dirk Elsen started
a blog for employees.



Downsizing our

staff in Latin America
and the Balkans was
both inevitable and
recommended for
medium-term
sustainability.

The communication team also supported the production of a number of publications in 2009,
including one with UNDP on our partnership to promote the MDGs at the local level. The book is for
development practitioners and includes case studies from eight countries highlighting lessons and
good practice from SNV and UNDP. Among other publications were a collection of forestry case
studies and a CD on capacity development, produced with Dutch development organisation Context,
International Cooperation.

Downsizing in Latin America and the Balkans

Our 2007-2015 Corporate Strategy, and the corresponding Ministry of Foreign Affairs subsidy
allocation to SNV, mandates a ‘gradual’ phasing out of subsidy to Latin America and the Balkans.

In anticipation of this, we have embarked on an ambitious effort to diversify our resources. Using
our core subsidy as leverage, we have sought to attract outside parties’ funding that directly
supports our aims. While early results have been encouraging, self-sustainability for SNV in these
regions remains a significant challenge. In 2009, the global financial crisis was an additional
obstacle, especially in Latin America.

Given these challenges and factors, we decided that fundamental change, both in our staff size and
in our model for conducting business and raising external funds, was essential. Downsizing was both
inevitable and recommended for medium-term sustainability. After in-depth discussions, our
Supervisory Board and Corporate Council approved new business model proposals submitted by
Latin America and the Balkans at the end of 2009.

Both regions will face strong staff reductions in following years. Latin America started early in 2009,
the Balkans in the second half of the year. At the end of 2009, employees were informed of the
measures needed to downsize their organisations. We take our social responsibilities as an employer
very seriously and are doing our utmost to treat those affected with respect and integrity. At the end
of the year, a total of EUR 1.3 million and EUR 0.3 million were accrued to cover severance liabilities
in Latin America and the Balkans respectively.



Income and expenditure summary

Realised Planned Realised Variation
2008 2009 2009 2009 to 2008

Income
Core subsidy 90,867,981 98,334,191 92,369,809 1.7%
Resource mobilisation 7,487,343 13,415,404 11,559,217 54.4%
Income regular capacity development 98,355,324 111,749,595 103,929,026 5.7%
Other income 4,945,297 4,450,000 3,483,480 -29.6%
Income SNV programme 103,300,621 116,199,595 107,412,506 4.0%
Expenditure
Regions 85,288,919 91,919,322 89,512,521 5.0%
Head office 13,187,213 15,013,455 11,714,525 -11.2%
LLC US 0 491,294 417,336 -
Corporate partnerships 2,491,231 3,250,000 2,212,496 -11.2%
Local capacity development facilities 0 1,700,000 579,353
Expenditure regular capacity development 100,967,363 112,374,071 104,436,231 3.4%
Other expenditure 3,444,798 3,150,000 3,234,933 -6.1%
Expenditure SNV programme 104,412,161 115,524,071 107,671,164 3.1%
Balance income and expenditure -1,111,540 675,524 -258,658 -
Advisory days 192,261 201,422 226,423 17.8%
Average number of advisors (FTE) 827 967 911 10.2%
Cost/advisory day (EUR) 528 558 464 -12.1%
Support costs/total costs 42% 37% 40% -5.0%
Indirect costs/total costs 7.6% 10.0% 8.6% 13.1%
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Income and expenditure summary

Total expenditure on SNV’s regular programme in 2009 was 3.4 per cent higher than in 2008.
Expenditure in the regions increased by five per cent, while head office and corporate partnerships
expenditure decreased by approximately 11 per cent. For further details, please refer to our annual
accounts (page 93).

Local capacity development facility (LCDF) expenditure is less than planned due to the complexity of
implementation. However, some major steps were taken towards the approval of LCDF proposals in
Asia, the Balkans and Latin America in the last quarter of the year. The first cash contributions to
LCDFs are expected early in 2010.



Our total number
of direct advisory
days increased
by 17.8 per cent
in 2009.

SNV used its core subsidy from the Dutch Ministry of Foreign Affairs as leverage to raise an
additional EUR 11.5 million of funding from other sources, a 54.6 per cent increase on 2008.

We were unable to achieve our EUR 13.4 million target, largely because of political tensions in
Central America and the economic crisis (see section on Diversifying our resources on page 62.
Our total number of direct advisory days increased by 17.8 per cent, up to 226,423, while
sub-contracting to local capacity builders increased to 17 per cent of our total output, exceeding
our 15 per cent target. Localisation is being implemented and the first results of a strategy beyond
sub-contracting are visible in all regions (see section on Our drive to localise on page 26).

The average number of advisors increased by 10 per cent compared to 2008; growth in the African
regions outweighed reductions in Latin America. The number of positions at the end of the year
was lower than planned due to the slowdown in recruitment during the second half of the year.

We foresee a decline in staff numbers in the next strategic period, in line with the subsidy
application for 2007-2015.

The corporate cost per direct advisory day reduced by 12.1 per cent, from EUR 528 in 2008 to
EUR 464 in 2009. This is primarily due to changes in workforce balance, greater use of local
capacity builders and higher productivity of our own staff.

The indirect costs (head office costs that only indirectly support the advisory process) account

for 8.6 per cent of total costs, which is higher than in 2008 due to corporate projects carried

out in 2009.

Accountability

Our integrated planning and control cycle

In 2009, we prepared our plan for 2010-2012, as per the planning and control cycle. It included
a budget cut of EUR 12 million as requested by the Ministry.

In addition to the standard cycle, illustrated on page 89, we introduced quarterly accruals and
a quarterly forecasting process.

We also implemented internal programme management, which enables us to manage multiple,
inter-dependent projects simultaneously. Progress of projects is reviewed regularly within the
planning and control cycle.

Also in 2009, and in parallel with our internal Managing for Results project (see page 71), we
started to revise our monitoring protocol, with the Ministry, to improve our system for planning
and measuring results.



SNV’s integrated planning and control cycle

-

st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2 Annual SNV Frame- Mid-year SNV
review strategy work review Strategic plan
SNV review letter 9 Every year a
annual report in 2009 corporate plan
& 2012
Al A A
Region/ Annual Regional/ Mid-year Regional/HO
Head office review HO strategy review strategy plan
review Every year a
Performance in 2007-2009 management
appraisal & 2012 agreement
7 7 v
Country
Annual Country Mid-year Country
review strategy review strategy plan
review Every year a
Performance in 2007-2009 management
appraisal & 2012 agreement

\

Compliance and internal control

SNV'’s Managing Board strives to realise the highest levels of financial accountability. We aim to
achieve a positive compliance report and an unqualified opinion of external auditors. One regular
activity that is fully embedded within SNV is compliance self-assessment. These are carried out
twice a year, from portfolio level to head office, and comprise a total assessment followed by a
reassessment of all action points identified during the first assessment. Follow-up action plans are
monitored biannually, and remediation measures to address high-risk deficiencies are monitored
continuously. Independent validation checks are also carried out.

We continue to improve our core administrative processes. Our Internal Control Framework project
started in 2008 was finalised in 2009. The results of this project are incorporated in a Process
Improvement Programme (PIP), which, together with our Beat the Bureaucracy initiative, will
enable us to get the basics right and to professionalise further, in 2010 and beyond.

Our internal control framework is based on the integrated framework of the Committee of
Sponsoring Organisations of the Treadway Commission (COSO).

Audits

Our internal audit unit carries out operational audits throughout SNV. Every country programme is
audited at least once every four years, regional offices once every two years. SNV worldwide process
audits, including head office, are carried out regularly. In 2009, eight countries (Cameroon, DR
Congo, Ecuador, Kenya, Montenegro, Niger, Peru and Vietnam) were audited, along with three
regional offices (East and Southern Africa, Latin America and West and Central Africa). These
internal audits became more risk-based, which increased their added value. This process will be
further strengthened in the coming years.

The corporate external auditor is responsible for the financial audit of SNV and produces an audit
opinion report on our consolidated accounts. With effect from 2009, these audits, too, are risk-
based, which results in fewer separate audit reports on the country/regional financial statements.
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Our Supervisory
Board supervises
SNV policy making
and implementation.

Risk management

The risk management process - identifying and controlling main organisational risks - is not yet fully
embedded in SNV. However, in the coming strategic period, we plan to make it an integral part of
business management. An initial risk assessment resulted in an overview of applicable risks, control
measures and mitigation factors.

Common practice in case of supposed irregularities

Potential irregularities are monitored and reviewed by local management, in close cooperation with
senior finance management in the regions and at head office. The supervisory board is also informed
of these. In order to improve this process, a procedure has been devised outlining how to deal with
supposed irregularities within SNV. This procedure describes communication and information
responsibilities, as well as how to deal with the investigation process and the results.

Our supervisory structure

Our Supervisory Board

A Managing Board, led by the chief executive, manages the SNV organisation under the supervision
of an independent Supervisory Board. The Supervisory Board meets at least four times a year, and
in line with the statutes consists of a minimum of five and a maximum of seven members. The main
tasks of the Supervisory Board are supervising SNV policy making and implementation. Specific
items for discussion and approval in 2009 were the restructuring plans for the Balkan and Latin
America regions and the change of SNV’s top management structure.

In July, the treasurer and chairman of the Audit Committee resigned because his term had ended.
A new member, who has significant experience of auditing, replaced him.

The current Supervisory Board consists of seven members, with different and complementary
backgrounds including the development sector, international law and organisational development.

SNV’s supervisory structure complies with national and international standards of good governance:
® Two members of the Supervisory Board (the chairman and one other member) sit on the
remuneration committee, responsible for the evaluation and remuneration of the SNV
Managing Board.
® Three members of the Supervisory Board sit on the Audit Committee. The Audit Committee
monitors finance, risk and compliance and advises the Supervisory Board on finance and
control issues.
® An external auditor reports annually to the full Supervisory Board.



Managing Board members

-

Dirk Elsen, Chief Executive

Dirk holds non-executive board positions at
social housing corporation De Alliantie, the
Netherlands organisation for international
cooperation in higher education Nuffic, and
the Heineken Africa Foundation. He is also a
member of UNDP’s Growing Inclusive Markets
advisory board.

Annemiek Jenniskens, Managing Director
for Regional Operations

Annemiek became Managing Director for
Regional Operations in 2009.

Courtney Bickert, Managing Director

for Business Development

Courtney joined the Managing Board as
Managing Director for Business Development

in November 2009 after three years as

Regional Director for the Balkans. Before
joining SNV in 2007, Courtney was Director
of the Center for Private Sector Solutions
at Futures Group, an NGO based in
Washington DC.

Jan Boekelman, Managing Director

for Finance and Human Resources

Jan joined the Managing Board as Managing
Director for Finance and Human Resources in
November 2009. Before joining SNV in 2008,
Jan spent 15 years with the Royal Dutch Shell
Group in various locations around the world.
Jan is a member of the investment advisory
committee of Foundation Rural Electrification
Services, an NGO working in renewable
energy in Africa.
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Our Managing Board
On 1 November 2009 SNV'’s top structure changed.

Previously, our Board of Directors consisted of one Chair (Dirk Elsen) and one member

(Annemiek Jenniskens).

In order to divide tasks in a more balanced way, improve the quality and integration of our support
services and improve and expand the business development activities, we decided, with our
Supervisory Board, to install a Managing Board. The Managing Board consists of three managing
directors and one chief executive. The three managing directors are responsible for finance and
human resources, regional operations and business development. The chief executive focuses
primarily on SNV's positioning, and has final responsibility for managing SNV.

The regional structure has not changed. The five SNV regions are led by the five regional directors
who, together with the Managing Board and the head of strategy, make up the Extended Board.
The Extended Board meets three times a year and is the chief executive’s most senior advisory
body on strategic issues.



Annual accounts
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Introduction

SNV’s annual accounts

The annual accounts of SNV Netherlands Development organisation (SNV), legally seated in The
Hague reflect its three main activities: core activities, managing externally financed programmes
and special agreements with the Ministry of Foreign Affairs.

Core activities consist of capacity building in developing countries (regions), head office support and
activities with partners to support capacity building. These activities are financed by the Ministry of
Foreign Affairs and by other parties (so-called resource mobilisation). In the statement of financial
performance, income consists of subsidy income, earmarked contributions, Nepal programmes,
resource mobilisation and interest. Expenditures comprise costs of the regions, the head office, LLC
US, partnerships and local capacity development facilities. The balance of income and expenditure is
transferred to capital base. The changes in capital base consist of interest and invested capital in
fixed assets. In case of under expenditure, subsidy income is reduced to the level required to cover
the expenditures. In case of realisation above budget, the difference is financed with accumulated,
unused subsidy from earlier years. This year is the final year of the subsidy agreement 2007-2009.
In the balance sheet, tangible fixed assets, long-term and short-term receivables, part of the cash
and cash equivalents, equity and short-term debts reflect the core activities.



The externally financed programmes are funded by the Ministry of Foreign Affairs (Nepal programmes),
embassies of the Kingdom of the Netherlands (DGIS programmes, DGIS = Directorate-General
International Cooperation) and other donors (third-party programmes). SNV is responsible for
financial administration, reporting and advice on content; donors are ultimately responsible for

the programmes. In the statement of financial performance, income and expenditure related to
externally financed programmes are equal. In the balance sheet, the short-term and the long-term
receivables programmes, the short-term and the long-term commitments programmes, and part of
the cash and cash equivalents reflect these programmes.

One special agreement with the Ministry of Foreign Affairs is still effective: the pre-received
earmarked contributions to cover potential future expenditures related to personnel rights acquired
before 2002. These earmarked contributions reflect an agreement made with DGIS when SNV
became independent in 2002. Income and expenditures with regard to the pre-received earmarked
contributions are equal.

On 1 January 2009, SNV’s presence in Washington DC became a Limited Liability Company (LLC).
SNV has a 100 per cent participation in this LLC US. The LLC US was set up to provide relationship
management support to all regions in expanding partnerships with multilateral and bilateral
organisations, corporations, foundations and other entities in coordination with other offices. The
goal of these strategic partnerships is to diversify resources, increase visibility and thus expand the
scale and impact of SNV’s work. The consolidated financial statements of SNV as at and for the year
ending 31 December 2009 comprise SNV foundation and its participation in the LLC US.

The annual accounts consist of the following:

® Consolidated balance sheet after appropriation balance income and expenditure
® Consolidated statement of financial performance

® Consolidated cash flow statement

® Accounting principles

® Notes to the consolidated balance sheet

® Notes to the consolidated statement of financial performance

® Balance sheet SNV Foundation after appropriation balance income and expenditure
® Statement of financial performance SNV Foundation

® Cash flow statement SNV Foundation

® Notes to the annual accounts of SNV Foundation

® Other information.
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Consolidated balance sheet after
appropriation balance income and

expenditure

Assets (in EUR) Notes 2009

Buildings, renovation and terrain 874,894 728,578
Vehicles 2,591,248 2,602,654
Equipment 1,405,758 1,596,814
Other inventory 287,678 401,358
Assets in transition 69,224 301,979
Tangible fixed assets 1 5,228,802

Bonds 0 1,731,050
Deposits 267,406 226,367
Long-term receivables 267,406

DGIS programmes 6,049,000 11,084,752
Third-party programmes 5,523,966 0
Nepal programmes 0 483,301
Long-term receivables programmes 4 11,572,966

DGIS programmes 5,854,482 4,020,917
Third-party programmes 2,108,301 922,709
Nepal programmes 941,688 2,197,576
Short-term receivables programmes 4 8,904,471

Ministry of Foreign Affairs 14 4,038,907 1,669,098
Debtors 3,684,517 2,579,544
Prepayments and accrued income 5 3,419,546 3,192,175
Pre-financed DGIS programmes 15,553 223,871
Pre-financed third-party programmes 39,541 27,716
Debtors programmes 681,812 0
Short-term receivables 11,879,876

SNV programme 38,652,826 42,404,527
DGIS programmes 1,428,057 694,074
Third-party programmes 951,870 639,980
Nepal programmes 196,437 1,004,139
Cash and cash equivalents 6 41,229,190

Total 79,082,711

*The comparative figures of 2008 consist only of SNV Foundation

2008*

5,631,383

1,957,417

11,568,053

7,141,202

7,692,404

44,742,720

78,733,179



Equity and liabilities (in EUR)

Equity

Special purpose reserve foreign exchange
Special purpose fund tax claims

Invested capital in fixed assets

Capital base

Provisions

Pre-received earmarked contributions
Long-term debts

DGIS programmes

Third-party programmes

Nepal programmes

Long-term commitments programmes
DGIS programmes

Third-party programmes

Nepal programmes

Short-term commitments programmes
Pre-received earmarked contributions
Creditors programmes

Creditors

Accrued expenses

Taxes and social security premiums
Pensions

Short-term debts

Total

Notes

10

11
12

13

13
12

15

2009
8,722,962 8,579,039
970,495 970,495
13,023,269 13,023,269
5,228,802 5,631,383
27,945,528
0
7,627,896 8,415,939
7,627,896
8,303,579 11,084,752
5,803,118 0
0 483,301
14,106,697
5,725,325 4,491,119
2,820,560 1,534,973
1,138,125 3,201,715
9,684,010
600,000 500,000
0 310,553
4,948,825 3,976,002
11,945,371 11,262,141
790,573 718,742
1,433,811 2,119,468
19,718,580
79,082,711

*The comparative figures of 2008 consist only of SNV Foundation

2008*

28,204,186
2,430,288

8,415,939

11,568,053

9,227,807

18,886,906

78,733,179
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Consolidated statement
of financial performance

EUR Notes Realised 2009 Budget 2009
Income
Subsidy income 16 92,369,809 98,334,191
Earmarked contributions 12 688,043 450,000
Nepal programmes 17 2,546,890 2,700,000
Ministry of Foreign Affairs 95,604,742 101,484,191
Resource mobilisation 18 11,559,217 13,415,404
Interest SNV programme 19 248,547 1,300,000
Income SNV programme 107,412,506 116,199,595
Programmes DGIS 13 4,900,296 n.a.
Third-party programmes 13 2,025,896 n.a.
Income other activities 6,926,192 n.a.
Total income 114,338,698 116,199,595
Expenditure
Regions 20 89,512,521 91,919,322
Nepal programmes 17 2,546,890 2,700,000
Total regions 92,059,411 94,619,322
Head office 20 11,714,525 15,013,455
LLC US 20 417,336 491,294
Earmarked contributions 12 688,043 450,000
Total non regional 12,819,904 15,954,749
Partnerships 20 2,212,496 3,250,000
Local capacity development facilities 20 579,353 1,700,000
Expenditure SNV programme 107,671,164 115,524,071
Programmes DGIS 13 4,900,296 n.a.
Third-party programmes 13 2,025,896 n.a.
Expenditure other activities 6,926,192 n.a.
Total expenditure 114,597,356 115,524,071
Balance income and expenditure -258,658 675,524
Attributable to:
Equity 143,922 1,100,000
Special purpose fund tax claims 0 0
Invested capital in fixed assets -402,581 -424,476
-258,658 675,524
Balance income and expenditure after 0 0

appropriation

* The comparative figures of 2008 consist only of SNV Foundation

Realised 2008*

90,867,982

525,923
2,918,875
94,312,780
7,487,342
1,500,500
103,300,622
5,144,058
1,449,056
6,593,114
109,893,736

85,288,920
2,918,875
88,207,795
13,187,213

0

525,923
13,713,136
2,491,231

0
104,412,162
5,144,058
1,449,056
6,593,114
111,005,276

-1,111,540

1,104,153
-1,764,130
-451,563
-1,111,540



Consolidated cash flow statement

After the appropriation of the result for the financial year 2009, the cash flow statement, based on the indirect method,

can be presented as follows:

EUR

Total income Ministry of Foreign Affairs
Expenditure SNV programme

Resource mobilisation income

Received interest

Cash flow operating activities

Depreciation

Increase/(Decrease) in provision for doubtful debts
Increase/(Decrease) in payables
Increase/(Decrease) in provisions relating to employee costs
(Gains)/losses on sale of tangible fixed assets
(Increase)/Decrease in receivables

Non-cash movements

Net cash flow from operating activities

Purchase of tangible fixed assets

Proceeds from sale of tangible fixed assets
Net cash flow from investing activities
Received Interest

Cash flow from financing activities

Net cash flow

Cash and cash equivalents as at 1 January
Cash and cash equivalents as at 31 December

Net cash flow

The liquidity of SNV has decreased from EUR 44.7 million to EUR 41.2 million. The amount to be received from the Ministry

increased by EUR 2.4 million up to EUR 4.0 million.

2009
95,604,742
-107,671,164
11,559,217
104,624

-402,581
2,629,520
-106,446
5,706,621
3,038,478
-360,910
-4,159,196

-1,388,842

-1,791,423

-2,315,895
449,867

-1,866,029
143,922

143,922

-3,513,530

44,742,720
41,229,190

-3,513,530

2008
94,312,780
104,412,162
7,487,342
396,347
-2,215,693
3,178,913
-54,608
-16,425,983
2,430,288
-313,972
8,036,249
-3,149,113

-5,364,806

-2,788,414
375,036
-2,413,378
1,104,153
1,104,153
-6,674,031

51,416,751
44,742,720
-6,674,031
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Accounting principles

Objective of the foundation and nature of activities

SNV is a Netherlands-based international development organisation that provides advisory services
to local organisations in five geographical regions - Asia, the Balkans, East and Southern Africa,
Latin America and West and Central Africa — to support their fight against poverty.

SNV is dedicated to a society where all people enjoy the freedom to pursue their own sustainable
development. SNV’s advisors contribute to this by strengthening the capacity of local organisations.

Group structure

SNV in the Hague is the head of a group of legal entities. The group consists of the SNV Foundation
the Hague and SNV LLC US. The activities of SNV in the five geographical regions are performed
from branch offices which are an integral part of the SNV Foundation the Hague.

The group company SNV LLC US is located in Washington. SNV the Hague holds 100 per cent of the
shares in the issued share capital.

General

The consolidated annual accounts are prepared in accordance with RJ 640 accounting standards. As of
2007, interest earned on subsidy money for the period 2007 and beyond is no longer added to equity.
As a result of a new arrangement with the Ministry, this interest is allocated to subsidy income.

The accounting policies formulated below relate to the consolidated annual accounts. Assets and
liabilities are stated at fair value unless indicated otherwise. If assets and liabilities are stated in
foreign currencies, the calculation is based on the exchange rates prevailing on the balance sheet
date. Exchange rate differences are included in operational (other) costs. For receivables, where
deemed necessary, a provision is taken into account and calculated on an individual basis.

Consolidation principles

Financial information relating to group companies and other legal entities which are controlled by
SNV or where central management is conducted, has been consolidated in the financial statements
of SNV. The consolidated financial statements have been prepared in accordance with the accounting
principles of SNV.

The financial information relating to SNV LLC is presented in the consolidated financial statements.
Financial information relating to the group companies and the other legal entities and companies
included in the consolidation is fully included in the consolidated financial statements, after
eliminating intercompany relationships and transactions.

Accounting principles for the valuation of assets and liabilities

Assets

Tangible fixed assets

Assets are depreciated by asset group over their expected economic lives using the linear method.
Residual value is not taken into account. All tangible fixed assets are included at historical cost and
are converted using the exchange rates prevailing at the date of purchase. Assets in transition relate
to prepayments on assets that have not been received at balance sheet date and as a consequence
have not yet depreciated. The tangible fixed assets purchased by or for externally financed
programmes are not taken into consideration as they will be handed over to the partners at the end
of the programme period.



The principal annual rates of depreciation used are:

Terrains

Buildings

Vehicles

Equipment

Other inventory
Renovation building

0%

6.67%

25%

33%

25%

Depending on the remaining duration of the lease.

Renovation and repair costs to the building are capitalised. Other costs of repair and maintenance
are reported in the statement of financial performance in the fiscal year when they took place.

Long-term and short-term receivables

The long-term receivables include deposits and the bonds SNV purchased in 2004. The bonds are
valued at market value. Any realised or unrealised gain or loss is presented in the statement of
financial performance under head office expenditure. In 2009, the bonds were redeemed. The

current account with the Ministry of Foreign Affairs has been included under short-term receivables.

Long-term and short-term receivables programmes
These figures include the amounts yet to be received from DGIS (including Nepal programmes)

and third-party donors relating to programme activities that are to be carried out under the auspices

of SNV. SNV has entered into commitments for these programmes, usually expressed in EUR;
otherwise the prevailing exchange rate on balance date is used. The amounts related to the year
2010 are presented as short-term, the remainder as long-term receivables.
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Equity and liabilities

Capital base

Capital base consists of equity, special purpose reserve, special purpose fund and invested capital in
fixed assets. Equity is at free disposal of the organisation and kept to safeguard the continuity of
the organisation. The special purpose fund may only be used for the purpose as agreed upon with
the Ministry of Foreign Affairs. The invested capital in fixed assets reserve is an offset account of
the capitalised tangible fixed assets, representing the book value of the fixed assets. Although
investments are directly subsidised under the current subsidy scheme, they are capitalised to gain
better financial insight.

Long-term and short-term debts

The earmarked contributions received in advance from the Ministry of Foreign Affairs for earmarked
purposes and that have not yet been spent are included here. Amounts related to the year 2010 are
presented as short-term, the remainder as long-term debt.

Long-term and short-term commitments programmes

Short-term commitments, based on programme agreements, include the budget allocation for the
year 2010 for programmes funded by DGIS (including Nepal programmes) and third-party donors;
the remainder is presented as long-term commitments.

Accounting principles for preparation of the cash flow statement

The cash flow statement is prepared according to the indirect method. The funds in the cash flow
statement consist of cash and cash equivalents. Cash equivalents can be considered as highly liquid
investments. Cash flows in foreign currencies are translated at an estimated average rate. Exchange
rate differences in finances are shown separately in the cash flow statement.



Accounting principles for determining the balance income and expenditure
Income and expenses are accounted for on an accrual basis. Income is only included when realised
on the balance sheet date. Expenses originating before the end of the financial year are taken into
account if they have become known before preparation of the financial statements.

Income and expenditure in foreign currencies are calculated throughout the year under review
using the accounting exchange rate prevailing at the date the money was paid or received.
Depreciation of fixed assets is calculated by means of fixed percentages of the purchase price,
based on their expected economic lives.

Income related to other activities (programmes) and the Nepal programmes is considered
equivalent to the programme expenditure.

The pension system at head office is the defined contribution.

As national pensions are based on national legal systems, they vary from country to country.

The balance of income and expenditure is determined as the difference between the income
generated by the SNV programme and the expenditure related to implementing the SNV
programme.
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Notes to the consolidated balance sheet

1 Tangible fixed assets
The following comprises the tangible fixed assets item:

Buildings,
renovation Other Assets in

and terrains Vehicles Equipment inventory transition Total
Purchasing value 1,712,260 8,241,939 9,589,420 1,664,962 301,979 21,510,560
Cumulative depreciation -983,682 -5,639,285 -7,992,606 -1,263,604 0 -15,879,177
Book value 1 January 2009 728,578 2,602,654 1,596,814 401,358 301,979 5,631,383
Investments 259,811 1,335,352 803,520 149,966 -232,755 2,315,895
Transfers (purchase value) 1,047 0 17,584 -18,631 0
Disposals (purchase value) -4,570 -881,040 -633,685 -83,194 -1,602,489
Transfers (cum. depreciation) -875 0 -11,274 12,149 0
Disposal (cum. depreciation) 508 822,726 625,349 64,950 1,513,533
Depreciation -109,605 -1,288,444 -992,550 -238,920 0 -2,629,520
Book value 31 December 2009 874,894 2,591,248 1,405,758 287,678 69,224 5,228,802
Purchasing value 1,968,548 8,696,251 9,776,839 1,713,103 69,224 22,223,965
Cumulative depreciation -1,093,654 -6,105,003 -8,371,081 -1,425,425 0 -16,995,163
Book value 31 December 2009 874,894 2,591,248 1,405,758 287,678 69,224 5,228,802

The depreciation cost of the buildings is based on linear depreciation over 15 years. A four-year
depreciation period has been applied to vehicles and inventory. The depreciation period of building
renovation is flexible, depending on the duration of the lease. Equipment is written off in three
years. Assets in transition relate to prepayments on assets that had not been received at balance
sheet date and as a consequence have not yet depreciated. SNV expenditures on tangible fixed
assets are capitalised. The depreciation costs are accounted for in the statement of financial
performance. As the Ministry operates on a cash basis, the difference between investments and
depreciation is booked to the offset account invested capital in fixed assets. The amount for 2009
is fully subsidised via the core budget.

Long-term receivables

2 Bonds

During 2004, bonds were purchased for the amount of EUR 2.0 million. These are ‘Rabobank ladder
obligatie III" until 2011. The bonds have a flexible interest rate (previous coupon rate plus a growing
raise minus six months’ Euribor rate). Because of the high Euribor interest rate, the effective interest
rate on the bonds at the end of 2008 was nil per cent. In 2009 the bonds were redeemed.



3 Deposits
The balance includes primarily deposits for rent and maintenance contracts for properties in
countries where SNV is operating.

4 Long-term and short-term receivables programmes

The long-term balance relates to the money to be received after 2010 in connection with the
commitments with respect to implementing the programmes. The short-term balance relates to the
amount to be received within one year. The long-term and short-term receivables programmes can
be specified as follows:

2009
EUR DGIS Third parties Nepal
Budget after 2010 6,049,000 5,523,966 0
Long-term receivables 6,049,000 5,523,966 o
Budget 2010 6,912,760 2,881,445 1,138,125
Pre-received money -1,073,830 -812,684 -196,438
Pre-financed programmes 15,553 39,541 0
Short-term receivables 5,854,482 2,108,301 941,688
Total receivables 11,903,482 7,632,267 941,688

2008
EUR DGIS Third parties Nepal
Budget after 2009 11,084,752 0 483,301
Long-term receivables 11,084,752 0 483,301
Budget 2009 4,491,120 1,534,972 3,201,715
Pre-received money -694,074 -639,980 -1,004,139
Pre-financed programmes 223,871 27,716 0
Short-term receivables 4,020,917 922,709 2,197,576
Total receivables 15,105,669 922,709 2,680,877

Short-term receivables

5 Prepayments and accrued income

Prepayments and accrued income concern prepayments made by the field offices relate to such
things as rent and school fees. Prepayments on partnership activities scheduled for 2010 are also
included, amounting to a total of EUR 0.7 million (United Nations Development Programme

EUR 0.6 million, United Nations World Tourism Organisation EUR 0.1 million). A further amount of
EUR 0.1 million is for accrued interest stated under this item, and EUR 0.8 million for accrued
income resource mobilisation in Benin.

Total
11,572,966
11,572,966

10,932,330
-2,082,952
55,093
8,904,471
20,477,437

Total
11,568,053
11,568,053

9,227,807
-2,338,192
251,588
7,141,202
18,709,255
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6 Cash and cash equivalents
The cash and cash equivalents are unrestricted.

2009
EUR Cash Bank Total
SNV programme 75,352 38,577,474 38,652,826
DGIS programmes 301 1,427,756 1,428,057
Third-party programmes 0 951,870 951,870
Nepal programmes 0 196,437 196,437
Total 75,653 41,153,537 41,229,190

2008
EUR Cash Bank Total
SNV programme 95,189 42,309,338 42,404,527
DGIS programmes 80 693,994 694,074
Third-party programmes 0 639,980 639,980
Nepal programmes 0 1,004,139 1,004,139
Total 95,269 44,647,451 44,742,720

Capital base
7 Equity
The equity reserve is built up to guarantee the continuity of the organisation.

EUR 2009 2008
Equity as at January 8,579,039 7,474,886
Financial income 143,922 1,104,153
Total as at 31 December 8,722,962 8,579,039

8 Special purpose reserve foreign exchange

The reserve for foreign exchange of EUR 1.0 million is to cover the claims made by field offices in
the ‘dollar countries’ in situations where the resources available are not sufficient to cover an
extreme increase in exchange rates.

9 Special purpose fund tax claims

As a result of the disentanglement from DGIS, SNV may face tax and social premium claims in
programme countries. Formerly the tax status was laid down in bilateral country agreements under
the DGIS umbrella. The change in legal status may imply that SNV needs to pay taxes on expatriate
salaries to the governments in the host countries. To this effect, as from 2003 a net amount of EUR
13 million has been created through the result appropriation. The disbursed amounts relate to
payments of specific tax and social security premiums for international staff. The size of the fund will
be reviewed annually. In 2009, the Ministry approved our request to freeze the special purpose fund
tax claims at the level of year-end 2008. As a result, as of the end of 2009 the reserve is equal to
the amount of 2008. As a consequence of this ‘freeze’ the disbursed taxes in 2009 were charged to
core subsidy. It is expected that the allocation to the special purpose fund foreign taxes is sufficient
to cover possible tax claims over the previous periods.
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EUR 2009 2008
Balance as at 1 January 13,023,269 14,787,400
Movement hypotax 92,824 -1,836,551
Disbursed -92,824 72,420
Movement for the year 0 -1,764,131
Total as at 31 December 13,023,269 13,023,269

10 Invested capital in fixed assets

As of 1996, tangible fixed assets have been presented on the balance sheet. As the Ministry uses a
cash accounting system, where investments are charged to the current budget year, a difference
arises between the expenditure based on accrual accounting used by SNV. The annual

net change is the net investment (see also ‘tangible fixed assets’).

EUR 2009 2008
Balance as at 1 January 5,631,383 6,082,946
Movement -402,581 -451,563
Total as at 31 December 5,228,802 5,631,383
Provisions

11 Provisions

A provision was created in 2008 to cover future obligations of which the size was uncertain on
balance date. It concerns a provision for Total Reward, the new remuneration system.

It was assumed that international staff had to be paid retroactively, if the new remuneration system
had been agreed upon.

The provision was released in 2009 because the new labour agreement is effective from 1 March
2010. This agreement has no retroactive effect.




Long-term debts

12 Pre-received earmarked contributions

There is still one special agreement with the Ministry of Foreign Affairs in operation: the pre-received
earmarked contributions to cover potential future expenditures related to personnel rights acquired
before 2002. These earmarked contributions reflect an agreement made with DGIS when SNV
became independent in 2002. It has been agreed with the Ministry of Foreign Affairs that if the
orientation leave contributions become fully depleted, the contributions for unemployment benefit
may also be used for orientation leave payments. However, prior approval is required. On 31
December 2009, the maximum estimated commitments for orientation leave amounted to EUR 1.2
million and for unemployment benefit EUR 1.1 million. The disbursements regarding earmarked
contributions in 2009 can be specified as follows:

EUR Orientation leave Unemployment benefit Total
Balance as at 1 January 141,413 8,774,526 8,915,939
Disbursed in 2009 -8,573 -679,470 -688,043
Total as at 31 December 132,840 8,095,056 8,227,896
Represented by:

Long-term debts 32,840 7,595,056 7,627,896
Short-term debts 100,000 500,000 600,000
Total 132,840 8,095,056 8,227,896

13 Long-term and short-term commitments programmes
The long-term commitments represent the activities to be executed in 2011 and beyond.
The short-term commitments represent activities in 2010.

EUR DGIS Third parties Nepal Total
Total commitments as at 31 December 2008 15,575,871 1,534,971 3,685,016 20,795,858
New commitments 3,526,018 9,172,549 0 12,698,567
Decommitments -63,260 -54,725 0 -117,985
Expenditure -4,900,296 -2,025,896 -2,546,890 -9,473,083
Interest -109,430 -3,221 0 -112,651
Movement 2009 -1,546,968 7,088,707 -2,546,890 2,994,849
Total commitments as at 31 December 2009 14,028,903 8,623,678 1,138,125 23,790,706

Represented by:

Long-term commitments as at 31 December 2009 8,303,579 5,803,118 0 14,106,697

Short-term commitments as at 31 December 2009 5,725,325 2,820,560 1,138,125 9,684,010
14,028,903 8,623,678 1,138,125 23,790,707




Short-term debts

14 Ministry of Foreign Affairs

This entry includes the current account with the Ministry of Foreign Affairs. In 2008 and 2009 this
current account is a receivable. It can be specified as follows:

EUR 2009
Pre-received core subsidy 2007 5,788,884
Pre-received core subsidy 2008 -7,457,982
Pre-received core subsidy 2009 -2,369,809
Core subsidy 2007-2015 -4,038,907
Total as at 31 December 2009 -4,038,907

15 Accrued expenses
The increase in ‘Accrued expenses’ is mainly the result of an increase in leave days in 2009.

EUR 2009
Leave days 5,400,487
Holiday allowance 779,587
Various costs to be paid 5,765,297
Total as at 31 December 11,945,371

Commitments and contingent assets and liabilities

Subsidy agreement

In 2007, SNV did not use EUR 7.1 million related to the subsidy agreement 2007-2009. In 2008,
SNV used EUR 0.9 million more than the EUR 90 million subsidy. To summarise, at the end of 2008
EUR 6.2 million related to the subsidy agreement 2007-2009 was transferred to 2009. Finally, in
2009, SNV used EUR 2.4 million more than the EUR 90 million subsidy. The subsidy agreement
period 2007-2009 ends with an underspend of EUR 3.8 millon. Of this, EUR 1.7 million was
earmarked for a release of part of the hypotax reserve in 2008. This underspend cannot be
compensated by the next subsidy period 2010-2012.

Suppliers’ contracts

SNV has signed several contracts with suppliers of goods and services for a total amount of
EUR 6.3 million. The annual rent for the office in The Hague amounts to EUR 0.3 millon
(price level 2009). The rental agreement terminates on 31 July 2015.
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2008
5,788,884
-7,457,982
0
-1,669,098
-1,669,098

2008
4,941,929
702,864
5,617,348
11,262,141




Legal cases in progress

There are 12 legal cases pending against SNV. Furthermore, there are three claims by SNV against
former employees and one by SNV against an external party. For these legal cases no provisions
have been made.

Partnerships
SNV has entered into several partnerships with a financial component covering the year 2010 and
beyond. The total amount involved is EUR 2.1 million:

United Nations Development Programme (UNDP)

SNV has been collaborating with UNDP since October 2004 and has already completed three activity
agreements. The remaining activity agreement (AA4) will continue until June 2010. AA4 aims to
support countries in accelerating progress towards attaining the Millennium Development Goals
(MDGs) through the design and implementation of MDG-based national and local development
strategies including support to the scaling up of responses for achievement of MDGs at country level.
The remaining obligation at the end of 2009 amounts to EUR 1 million.

United Nations World Tourism Organization (UNWTO)

Since November, 2004 UNWTO and SNV have worked in partnership. SNV agreed with UNWTO to
contribute funds to the amount of EUR 2.0 million for the financing of advisory services and technical
assistance in the field of sustainable tourism development for the years 2005-2007. At the end of
2007, SNV signed a letter of intent to contribute additional funds up to EUR 0.9 million during the
period 2008-2010. In 2008, a memorandum of understanding and action plan 2008-2010 was
signed with UNWTO and ST-EP Foundation in line with the original letter of intent, where all parties
contribute to finance and sponsor sustainable tourism projects in Asia, the Balkans, Latin America
and Africa. The remaining commitment at the end of 2009 is EUR 0.4 million.

Fairtrade Labelling Organization (FLO)

SNV and FLO have been collaborating since 2006 in a partnership providing support to producer
groups in the South to access international Fairtrade markets in the North, involving production
chains such as coffee, cocoa, several kinds of nuts and rice. In 2009, after a joint review of
partnership activities during the period 2006-2008, both parties agreed to extend the partnership
until 2011. In early 2009, a memorandum of understanding and an activity agreement were signed
to provide a clear framework for year-to-year planning to achieve the joint objective of poverty
reduction through producer empowerment and organisational capacity building. In this activity
agreement, SNV made a commitment for an amount of EUR 0.9 million over the following three year
period. The remaining commitment at the end of 2009 is EUR 0.7 million.



Millennium Promise

Millennium Promise (MP) signed an agreement with SNV to improve food and income security in and
around five Millennium Village clusters as part of a new three-year business development programme.
This joint effort aims to improve the livelihoods of about 240,000 people living in six Millennium
Village clusters in five countries in sub-Sahara Africa: Tanzania, Rwanda, Uganda, Ghana and
Ethiopia. The two main pillars of the programme are ensuring sustainable access to modern
agricultural inputs and identifying new agribusiness opportunities. According to the agreement,

SNV committed funding of EUR 0.5 million for a one year period (January-December 2009).

The remaining commitment at the end of 2009 is almost EUR 0.1 million.
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Transfer 2007-2009
Release hypotax

Notes to the consolidated statement
of financial performance

Income
16 Programme funding from the Ministry of Foreign Affairs
The total income for the SNV programme amounted to EUR 93.1 million in 2009, of which EUR 92.4

million was for regular capacity development activities. These activities increased by EUR 1.5 million

(1.7 per cent) compared to 2008 and reached EUR 6.0 million (6.1 per cent) compared to budget.
The pre-received earmarked contributions of the prior subsidy agreement may be used for future
earmarked expenditures.

Realised 2009 Budget 2009 2008

Subsidy agreement 2007-2015 90,000,000 90,000,000 90,000,000
Total subsidy agreement 90,000,000 90,000,000 90,000,000
2,369,809 8,334,191 2,632,113

0 0 -1,764,131

Total subsidy income 92,369,809 98,334,191 90,867,982
Earmarked contributions 688,043 450,000 525,923
Total programme funding 93,057,852 98,784,191 91,393,905

17 Nepal programmes

In 2005, SNV took over two Netherlands Embassy-funded Nepal activities that have formed part of
the core subsidy since 2005. The duration of these programmes has been extended to December
2010. The expenditures budget for 2009 amounted to EUR 2.5 million. Movements in 2009 in the
two Nepal activities may be presented as follows:



EUR Programme funds Renewable energy

Biodiversity sector support Total
Net commitment as at 31 December 2008 2,304,449 1,380,567 3,685,016
Net receivable as at 31 December 2008 -1,774,266 -906,638 -2,680,904
Net programme fund balance as
at 31 December 2008 530,183 473,929 1,004,112
Funds received in 2009 1,298,655 440,562 1,739,217
Expenditure 2009 -1,631,079 -904,317 -2,535,396
Interest and revaluation -4,114 -7,380 -11,494
at programme fund balance as
at 31 December 2009 193,644 2,794 196,438
Represented by:
Net commitment as at 31 December 2009 669,256 468,870 1,138,126
Net receivable as at 31 December 2009 -475,611 -466,076 -941,687

193,644 2,794 196,438

18 Resource mobilisation

The amount for resource mobilisation relates to income from third parties to finance SNV's primary
(advisory) and support process costs to realise the impact it strives for. In 2009, the income
increased compared to 2008, but lags behind the original budget. In Latin America, due to the
major economic crisis and the Central America political crisis, some clients asked SNV to suspend
temporarily the activities due to budget shortfalls. While in the Balkans, the postponement of a SIDA
Albania contract resulted in lower income than planned.

19 Interest SNV programme

During the subsidy agreement 2002-2006, SNV was allowed by the Ministry to add the interest
earned to equity. In the new subsidy agreement, SNV is only allowed to add the interest earned on
cash and cash equivalents from the subsidy period 2002-2006 and SNV's own capital (equity and
special purpose reserve foreign exchange) to equity. The other interest earned is used for the
Capacity Development Programme. Of the received EUR 0.2 million interest an amount of EUR 0.1
million was added to equity. The main reason why the realised interest is lower than budgeted is
that the average interest rate on the savings account decreased by more than three per cent
during 2009.

Income from other activities

Other income relates to externally financed programmes. The income of externally financed
programmes equals the expenses. Outstanding commitments and receivables are accounted for
in the balance sheet.
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Expenditure

20 Expenditure on SNV regular Capacity Development Programme
The total costs for the regular Capacity Development Programme amount to EUR 104.4 million.

This means an increase of EUR 3.4 million (3.4 per cent) compared to 2008. Compared to budget
2009, actual expenditures are EUR 7.9 million (7.0 per cent) lower.

EUR

Regions:
Gross salaries

Social securities
Pension premiums
Other

Personnel costs
Depreciation
Other

Other costs
Regions

Head office:
Gross salaries

Social securities
Pension premiums
Other

Personnel costs
Depreciation
Other

Other costs
Head office

LLC US:
Gross salaries

Social securities
Pension premiums
Other

Personnel costs
Depreciation
Other

Other costs

LLC US
Partnerships
LCDF

Total

Full-time equivalents

Realised 2009

Budget 2009

31,262,049 34,351,435
2,683,401 1,727,057
3,479,228 1,785,971

29,184,767 20,201,355

66,609,444 58,065,818
2,348,238 2,005,985
20,554,839 31,847,519
22,903,077 33,853,504
89,512,521 91,919,322
3,418,721 5,405,513
408,212 n.a.
689,921 n.a.
2,063,144 3,386,022
6,579,998 8,791,535
277,733 284,000
4,856,794 5,937,920
5,134,527 6,221,920
11,714,525 15,013,455
131,080 259,274

532 n.a.

13,329 n.a.
115,520 46,000
260,462 305,274
3,549 0
153,325 186,020
156,874 186,020
417,336 491,294
2,212,496 3,250,000
579,353 1,700,000
104,436,231 112,374,071
1,464 1,554

Realised 2008

28,868,169
2,319,657
3,276,203

30,692,385

65,156,414

1,018,085
19,114,420
20,132,505

85,288,919

2,691,716
320,458
385,659
4,015,609
7,413,442
789,020
4,984,751
5,773,771

13,187,213

O O o o O o o o o

2,491,231
0
100,967,363
1,343
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Regions

Regional expenditures are all costs accounted for by the portfolio, country and regional offices. Total
costs increased by EUR 4.2 million in 2009 compared to 2008. The main reasons were the EUR 3.5
million higher cash contributions to regional partnerships and the EUR 1.6 million severance accruals
posted in Latin America and the Balkans.

Total costs in 2009 are EUR 2.4 million under budget. Regional deviations can be seen between
actual costs and budget in 2009. Most regions are below budget (Asia, Balkans, East and Southern
Africa and Latin America), and only West and Central Africa is slightly above.

The main deviations versus the regional 2009 budgets are explained below:

® The cash contributions to regional partnerships is EUR 2.2 million lower than planned. An amount
of EUR 1.3 million relates to the renegotiated annual allocation cut to the Twaweza partnership in
the second half of the year, leading to its postponement after 2009.

® The resource mobilisation income is EUR 1.8 million below planned, mainly in Latin America and
the Balkans. This has consequences for the respective regional expenditure.

® As a consequence of the postponement of the expatriate CLA until 2010, the provision of EUR 0.8
million for Total Reward of international staff made in 2008 was released in 2009.

® An accrual of EUR 1.3 million and EUR 0.3 million respectively was made in 2009 to cover
severance liabilities as a consequence of the downsizing in Latin America and the Balkans.

Pension premiums are included in personnel costs (2009: EUR 3.5 million and 2008:
EUR 3.3 million). As national pensions are based on national legal systems, they vary from
country to country.

Head office

Head office costs are all costs accounted for by the head office units. The costs in 2009 decreased by
EUR 1.5 million compared to 2008. The deviation can be explained by the release of EUR 1.6 million
provision for the Total Reward project, which includes a new salary scale system and other collective
labour agreement-related implications. The total head office costs in 2009 are EUR 3.3 million

lower than planned, mainly due to the financial implications of the postponement of the CLA for
international staff and a few delays in executing some corporate projects.

Included in personnel costs are pension premiums (2009: EUR 0.7 million; 2008: EUR 0.4 million).
The pension system at head office is the defined contribution.

Remuneration, Supervisory Board and Statutory Director

Chair of the Supervisory Board EUR 5,400 net annually
Treasurer EUR 4,800 net annually
Other members EUR 4,200 net annually

In 2009, Statutory Director received a total remuneration of gross salary
including holiday allowance:

Chief Executive EUR 155,072 (in 2008 EUR 151,634)
Member (until 01/11/2009) EUR 105,537 (in 2008 EUR 131,758)

Total pay (including employer’s contribution and pensions) amounted to:
Chief Executive EUR 182,464 (in 2008 EUR 179,573)
Member (until 01/11/2009) EUR 123,236 (in 2008 EUR 155,739)



Partnerships

The amount relates to justifications received from UNDP, UNWTO, FLO, WWF, Millennium Promise,
Agriterra and Capacity.org for the partnerships activities. The total expenditures in 2009 are less
than planned, mainly due to delay in implementation of UNDP project activities, the reduction of the
contribution to Millennium Promise and some agreed budget postponement for WWF activities.

Local capacity development facilities

The expenditure for local capacity development facilities in 2009 is significantly lower than planned.
Projections on the speed with which actual funds could be started proved too optimistic.

The first cash contributions to funds have been shifted to 2010.

Segmentation

SNV activities take place in five regions: Asia, the Balkans, East and Southern Africa, Latin America,
and West and Central Africa. The major balance sheet items and statement of income and
expenditure items may be segmented as follows (in EUR):



Total

Description i Balkans regions

Balance sheet items:

Tangible fixed assets 238,705 349,534 2,039,459 510,554 1,787,333 4,925,584 296,796 6,422
Long-term receivables 14,842 25,135 51,970 46,110 113,019 521,075 16,331 0
Long-term receivables 5,913,713 2,645,634 1,549,263 1,006,504 457,853 11,572,966 0 0
programmes

Short-term receivables 3,101,612 951,979 2,499,417 650,127 1,701,336 8,904,471 0 0
programmes

Short-term receivables 1,302,759 208,981 1,625,550 1,554,432 1,940,408 6,632,131 5,246,299 1,447
Cash & cash equivalents 2,251,284 1,237,604 1,911,262 1,351,005 2,505,942 9,257,098 31,945,719 26,373
Total assets 12,822,914 5,418,867 9,676,920 5,118,732 8,505,892 41,543,325 37,505,145 34,243
Capital base 851,551 720,164 3,314,840 -70,333 2,396,950 7,213,172 20,729,043 3,314
Provisions 0 0 0 0 0 0 0 0
Long-term debts 0 0 0 0 0 0 7,627,896 0
Long-term commitments 5,913,714 2,645,634 1,848,085 1,006,504 2,692,760 14,106,697 0 0
programmes

Short-term commitments 5,125,451 1,061,238 2,797,322 700,000 0 9,684,010 0 0
programmes

Short-term debts 932,198 991,831 1,716,673 3,482,561 3,416,184 10,539,447 9,148,206 30,929
Total liabilities 12,822,914 5,418,867 9,676,920 5,118,732 8,505,892 41,543,325 37,505,145 34,243
Statement of financial

performance

Core subsidy 12,864,504 5,926,291 28,297,099 10,601,859 22,906,017 80,595,770 12,041,432 420,650
Resource mobilisation 1,415,980 836,161 2,372,029 2,801,328 4,133,718 11,559,216 0 0
Project income 4,737,640 293,128 2,951,811 1,031,534 458,971 9,473,084 0 0
Other income 20,333 2,564 14,012 168 25,856 62,932 185,615 0
Total income 19,038,457 7,058,143 33,634,951 14,434,889 27,524,561 101,691,001 12,227,047 420,650
Personnel costs 9,538,357 5,058,239 20,590,666 11,989,758 19,432,425 66,609,445 6,579,998 260,462
Operational costs 6,189,129 1,588,969 7,901,998 1,901,645 6,828,838 24,410,579 5,822,570 156,874
Partnership costs 2,511,195 353,017 3,644,117 345,420 1,111,678 7,965,427 2,792,002 0
Expenditure SNV 18,238,680 7,000,225 32,136,781 14,236,822 27,372,942 98,985,451 15,194,570 417,336
Balance income 799,777 57,919 1,498,169 198,067 151,619 2,705,551 -2,967,523 3,314

and expenditure

Total

5,228,802
267,406
11,572,966

8,904,471

11,879,876
41,229,190
79,082,711
27,945,528
0

7,627,896
14,106,697

9,684,010

19,718,580
79,082,711

93,057,852
11,559,216
9,473,084
248,547
114,338,698
73,449,905
30,390,023
10,757,429
114,597,357

-258,658
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Balance sheet SNV Foundation after

appropriation balance income and

expenditure

Assets (in EUR) Notes 2009

Buildings, renovation and terrain 874,894 728,578
Vehicles 2,591,248 2,602,654
Equipment 1,399,336 1,596,814
Other inventory 287,678 401,358
Assets in transition 69,224 301,979
Tangible fixed assets 1 5,222,380

Participation 3,393

Financial fixed assets 3,393

Bonds 0 1,731,050
Deposits 267,406 226,367
Long-term receivables 267,406

DGIS programmes 6,049,000 11,084,752
Third-party programmes 5,523,966 0
Nepal programmes 0 483,301
Long-term receivables programmes 4 11,572,966

DGIS programmes 5,854,482 4,020,917
Third-party programmes 2,108,301 922,709
Nepal programmes 941,688 2,197,576
Short-term receivables programmes 4 8,904,471

Ministry of Foreign Affairs 14 4,038,907 1,669,098
Debtors 3,684,519 2,579,544
Prepayments and accrued income 3,418,099 3,192,175
Pre-financed DGIS programmes 15,553 223,871
Pre-financed third-party programmes 4 39,541 27,716
Debtors programmes 681,812 0
Short-term receivables 11,878,430

SNV programme 38,626,453 42,404,527
DGIS programmes 1,428,057 694,074
Third-party programmes 951,870 639,980
Nepal programmes 196,437 1,004,139
Cash and cash equivalents 6 41,202,817

Total

79,051,863

2008

5,631,383
0

1,957,417

11,568,053

7,141,202

7,692,404

44,742,720

78,733,179
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Equity and liabilities (in EUR) Notes 2009 2008
Equity 7 8,722,962 8,579,039
Special purpose reserve foreign exchange 8 970,495 970,495
Special purpose fund tax claims 9 13,023,269 13,023,269
Invested capital in fixed assets 10 5,228,802 5,631,383
Capital base 27,945,528 28,204,186
Provisions 11 o 2,430,288
Pre-received earmarked contributions 12 7,627,896 8,415,939
Long-term debts 7,627,896 8,415,939
DGIS programmes 8,303,579 11,084,752
Third-party programmes 5,803,118 0
Nepal programmes 0 483,301
Long-term commitments programmes 13 14,106,697 11,568,053
DGIS programmes 5,725,325 4,491,119
Third-party programmes 2,820,560 1,534,973
Nepal programmes 1,138,125 3,201,715
Short-term commitments programmes 13 9,684,010 9,227,807
Pre-received earmarked contributions 12 600,000 500,000
Creditors Programmes 0 310,553
Creditors 4,948,905 3,976,002
Accrued expenses 15 11,914,442 11,262,141
Taxes and social security premiums 790,573 718,742
Pensions 1,433,811 2,119,468
Short-term debts 19,687,731 18,886,906
Total 79,051,863 78,733,179



Statement of financial performance

SNV Foundation

EUR

Income

Subsidy income

Earmarked contributions

Nepal programmes

Ministry of Foreign Affairs
Resource mobilisation

Interest SNV programme
Income SNV programme
Programmes DGIS

Third-party programmes
Income other activities

Total income

Expenditure

Regions

Nepal programmes

Total regions

Head office

Earmarked contributions
Corporate projects

Total non-regional
Partnerships

Local capacity development facilities
Local capacity development facilities
Expenditure SNV programme
Programmes DGIS

Third-party programmes
Expenditure other activities
Total expenditure

Result participation

Balance income and expenditure

Attributable to:

Equity

Special purpose fund tax claims
Invested capital in fixed assets

Balance income and expenditure after
appropriation

Notes

16
12
17

18
19

13
13

20
17

20

12

20

20

13
13

Realised 2009

Budget 2009

91,949,159 97,842,897
688,043 450,000
2,546,890 2,700,000
95,184,092 100,992,897
11,559,217 13,415,404
248,547 1,300,000
106,991,856 115,708,301
4,900,296 n,a,
2,025,896 n,a,
6,926,192 n,a,
113,918,048 115,708,301
89,512,521 91,919,322
2,546,890 2,700,000
92,059,411 94,619,322
11,714,525 15,013,455
688,043 450,000

0 0
12,402,568 15,463,455
2,212,496 3,250,000
579,353 1,700,000
107,253,828 115,032,777
4,900,296 n,a,
2,025,896 n,a,
6,926,192 n,a,
114,180,020 115,032,777
3,314 0
-258,658 675,524
143,922 1,100,000

0 0

-402,581 424,476
-258,658 675,524

0 0

Realised 2008

90,867,982
525,923
2,918,875
94,312,780
7,487,342
1,500,500
103,300,622
5,144,058
1,449,056
6,593,114
109,893,736

85,288,920
2,918,875
88,207,795
13,187,213
525,923

0
13,713,136
2,491,231

0

0
104,412,162
5,144,058
1,449,056
6,593,114
111,005,276
0
-1,111,540

1,104,153
-1,764,130
-451,563
-1,111,540

0



Cash flow statement SNV Foundation

EUR

Total income Ministry of Foreign Affairs
Expenditure SNV programme

Resource mobilisation income

Received interest

Share of interest in participation

Cash flow operating activities

Depreciation

Increase/(Decrease) in provision for doubtful debts
Increase/(Decrease) in payables
Increase/(Decrease) in provisions relating to employee costs
(Gains)/losses on sale of tangible fixed assets
Increase in other current assets
(Increase)/Decrease in receivables

Non-cash movements

Net cash flow from operating activities

Purchase of tangible fixed assets

Proceeds from sale of tangible fixed assets
Net cash flow from investing activities
Received interest

Cash flow from financing activities

Net cash flow

Cash and cash equivalents as at 1 January
Cash and cash equivalents as at 31 December

Net cash flow

2009
95,184,092
107,253,828
11,559,217
104,625
3,314

-402,581
2,625,971
-106,446
3,007,629
-2,430,288
-360,910
-3,393
-4,157,750

-1,425,187

-1,827,768

-2,314,486
458,429

-1,856,057
143,922

143,922

-3,539,903

44,742,720
41,202,817

-3,539,903

2008
94,312,780
104,412,162
7,487,342
396,347

0
-2,215,693
3,178,913
-54,608
-16,425,983
2,430,288
-313,972

0

8,036,249
-3,149,113

-5,364,806

-2,788,414
375,036
-2,413,378
1,104,153
1,104,153
-6,674,031

51,416,751
44,742,720
-6,674,031
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Notes to the annual accounts of
SNV Foundation

Reporting entity:
The annual accounts of SNV Foundation are included in the consolidated annual accounts of SNV.

General accounting principles for the preparation of the financial statements:

The company financial statements have been prepared in accordance with RJ 640 accounting
standards. For the general principles for the preparation of the financial statements, the principles
for valuation of assets and liabilities and determination of the result, as well as for the notes to the
specific assets and liabilities and the results, reference is made to the notes to the consolidated
financial statements, if not presented otherwise hereinafter.

Significant accounting policies:

Financial fixed assets

Participations in group companies in which significant influence is exercised on the business and
financial policy are valued in the balance sheet of SNV Foundation under the net equity value, but
not lower than nil. This net asset value is based on the same accounting principles as applied by
SNV. On 1 January 2009, SNV’s presence in Washington DC became a Limited Liability Company
(LLC). SNV has a 100 per cent participation in this LLC US. The LLC US was set up to provide
relationship management support to all regions in expanding partnerships with multilateral and
bilateral organisations, corporations, foundations and other entities in coordination with other
offices. The goal of these strategic partnerships is to diversify resources, increase visibility and
thus expand the scale and impact of SNV’s work. The consolidated financial statements of SNV as at,
and for the year ending, 31 December 2009 comprise SNV Foundation and its participation in the
LLC US.

Profit of participating interests
The share of profit of participating interests consists of the share of SNV in the results of these

participating interests.

The Hague, 16 April 2010

Supervisory Board Statutory Director
Mr L. de Waal Mr T.J.H. Elsen

Mr W. Veldman

Mrs F. Leeflang Managing Board

Mr B. Hartman Mrs A.M.F. Jenniskens
Mrs T. Hilhorst Mr A.J. Boekelman

Mrs P. Hoogerwerf Mrs C. Bickert



Other information

Auditor’s report

To the Supervisory Board
of SNV Netherlands Development Organisation
The Hague

We have audited the accompanying annual accounts 2009 of SNV Netherlands Development Organisation,
The Hague, as set out on pages 94 to 122 which comprise the consolidated and foundation balance sheet
as at December 31, 2009, the consolidated and foundation statement of financial performance for the year
then ended, the consolidated and foundation cashflow statement and the notes.

Managing Board’s responsibility

The Managing Board’s is responsible for the preparation and fair presentation of the annual accounts and
for the preparation of the Report of the Board of Directors, both in accordance with the Guideline for annual
reporting 640 “Not-for-profit organisations” of the Dutch Accounting Standards Board. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of the annual accounts that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on the annual accounts based on our audit. We conducted our
audit in accordance with Dutch law. This law requires that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the annual accounts are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
annual accounts. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the annual accounts, whether due to fraud or error.

In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the annual accounts in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Managing Board, as well as evaluating the overall
presentation of the annual accounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the annual accounts give a true and fair view of the financial position of SNV Netherlands
Development Organisation as at December 31, 2009, and of its balance of income and expenditure for the
year then ended in accordance with the Guideline for annual reporting 640 “Not-for-profit organisations” of
the Dutch Accounting Standards Board.

Furthermore, in our opinion the expenditure accounted for in the statements of financial performance meet
the requirements of legitimacy.

Voorburg, 16 April 2010
Deloitte Accountants B.V.

J.P.M. Hopmans
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Constitution of the Supervisory Board
Chair and member of the Remuneration
Committee

Mr L.J. de Waal

Director of Humanitas, holds various
commissioner posts, including ING, IRC,
Morocco Fund and PGGM.

Date of birth 4 November 1950

Nationality Dutch
Takes seat as from 25 November 2005
Assigned until 1 July 2011

(re-elected in 2008)

Vice chair of Supervisory Board and

chair of the Audit Committee

Mr E.J.F.A. de Haas

Former director of the Audit Department of the
Ministry of Foreign Affairs;, member of the Audit
Board of the Court of Justice, Zwolle; external
expert at the Rotterdam Erasmus University
School of Accounting & Assurance (ESAA); and
treasurer of a charitable foundation (RKWO).
Date of birth 12 June 1944

Nationality Dutch
Takes seat as from 1 July 2009
Assigned until 1 July 2012

Treasurer and chair of Audit Committee
Mr W. Veldman RA

Director, VeldmanAdvies, and various audit
committee posts, including the ministries of
Agriculture, Nature and Food Quality, and
Economic Affairs, and the Municipality of
Rotterdam.

Date of birth 30 December 1948

Nationality Dutch
Took seat as from 1 July 2003
Assigned until 1 July 2009

Other members:

Mrs F. J. Leeflang

Member of Audit Committee; partner at
Boekel de Neree N.V; board member at NL
Sporter, Stichting Sport, Werk & Opleiding
and Het Amserdams Juridisch Genootschap;
and vice president of the European Elite
Athletes Association.

Date of birth 2 May 1969
Nationality Dutch

Takes seat as from 1 July 2008
Assigned until 1 July 2011

Mr B.E. Hartman

Member of the Audit Committee and co-founder
of NOTS Foundation, chair of Stichting Keurmerk
Goede Doelen and non-executive director and
shareholder of PronovaMedical BV.

Date of birth 7 January 1962

Nationality Dutch
Takes seat as from 1 July 2008
Assigned until 1 July 2011

Mrs D.J.M. Hilhorst

Professor of Humanitarian Aid and
Reconstruction at Wageningen University.

Date of birth 28 September 1961

Nationality Dutch
Takes seat as from 1 July 2008
Assigned until 1 July 2011

Mrs P.F. Hoogerwerf
Member of the Remuneration Committee
Director of INHolland School of Economics.

Date of birth 6 June 1969
Nationality Dutch

Takes seat as from 1 July 2008
Assigned until 1 July 2011

Constitution of the Managing Board
Statutory Director and Chief Executive
Mr T.J.H. Elsen

Managing Board
Managing Director Regional Operations
Mrs A.M.F Jenniskens

Managing Director Business Development
Mrs S.C. Bickert

Managing Director Finance and Human
Resources
Mr A.]J. Boekelman
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Appropriation balance income and expenditure
The 2009 balance income and expenditure has been processed in the annual accounts as follows:

EUR 2009 2008
Transfer to equity 143,922 1,104,153
Special purpose fund tax claims 0 -1,764,131
Transfer to reserve invested capital in fixed assets -402,581 -451,563
Total -258,658 1,111,540

Subsequent events

Due to a core subsidy budget cut imposed on us by DGIS for 2010-2012, staff redundancy
exercises, with associated severance costs, have been put in motion for the West and Central Africa
and East and Southern Africa regions. Over the course of 2010, we expect to be able to quantify
accurately the staff numbers and costs involved.




Terms and

abbreviations

Actor

An actor is a person who acts and gets things
done. SNV defines actors as organisations,
groups, networks or individuals that are related
to a specific area of work (such as a specific
value chain or basic service sector).

Actor constellation

An actor constellation is a grouping of interre-
lated actors that are involved in or linked to a
specific area of work. Together such actors and
the diverse interactions that occur between
them can be viewed as a “system”.

Actor constellation map

An actor constellation map is a graphical
representation of actors in a specific
constellation and the various connections and
interrelationships between them. The objective
is to have an accessible, well organised and
contextualised overview of relevant actors in a
given area of work and their interrelationships
- including with SNV. An actor constellation map
also includes a brief description of the dynamics
of, and between, actors. The actor constellation
map is thoroughly reviewed once a year.

Basic services

Basic services include the delivery of safe water,
sanitation, waste management, social welfare,
transport and communications facilities, energy,
health and emergency services, schools, public
safety, and the management of open spaces.
The lack of adequate basic services exacts a
heavy toll on human health, productivity and the
quality of life.

Capacity development

Capacity development (or building) is the
deliberate effort to increase a human system’s
capacity to perform, sustain and renew itself. In
SNV’s practice capacity development usually
means empowering actors, and improving their
delivery of development results in terms of
poverty alleviation and improved governance.
As such capacity development is not value-
neutral but involves changes in relationships
within the social, political and economic realms.

Governance

Governance is the system of relations, values,
policies, institutions and processes by which

a society manages its economic, political and
social affairs at all levels in society (UNDP).
Generally accepted good governance principles
are: accountability/transparency, effectiveness
and efficiency, rule of law, participation and
responsiveness, and equity/inclusiveness.

Governance for Empowerment

SNV’s Governance for Empowerment approach
is a specific take on good governance, which
seeks a change in power relations that expands
assets and capabilities of poor people to
co-shape (hold accountable, participate in,
negotiate with, influence and control) institu-
tions, policies, values, relations and processes
that affect their lives

Inclusive Business

Large corporations traditionally target
consumers in the middle and high-income
segments of society, and established suppliers
and service providers from the formal economy.
Inclusive businesses find profitable ways to
engage the low-income segment into their
business operations in a way that benefits the
low-income communities and creates sustainable
livelihoods.



Local capacity builder (LCB)

For SNV a local capacity builder is any type of
actor that a) provides capacity development
services to meso-level actors, and b) is owned
and governed within the country or regional
context. We engage with local capacity builders
in three ways:

® As clients

® As sub-contractors

® As partners

Macro level

The macro level refers to actors, processes and
institutions at the national level, such as central
government policies, trade unions, umbrella
organisations of NGOs or the national media.

It may also include supra-national institutions,
dynamics and forces of change.

Meso level

The meso level refers to the actors, processes
and institutions that shape the layer between
the micro and the macro level. It is the social
space where district and provincial governments
operate, where economic chains between local
producers and their national and international
markets are organised, where civil society
organisations strive for service delivery and
social change. It is the place in society where
national policies, institutions and programmes
get connected to local realities and could
become effective. The meso level is the focus of
SNV’s work.

Micro level

The micro level refers to actors, processes and
institutions at the community level, with actors
being village councils, community based
organisations, primary schools, health clinics,

small-scale producers and individual households.

Macro-micro gap

The macro-micro gap, also known as the
macro-micro divide, refers to a situation in
which macro processes and frameworks are not
in tune with local realities. This implies that

formal policies are not sufficiently informed by
what really works on the ground and that
national policies are not well enough translated
in workable approaches.
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National development strategy

A national development strategy (NDS)
describes a country’s macro-economic, structural
and social policies and programmes to promote
development and reduce poverty, as well as the
associated financing needs. National develop-
ment strategies are based on nationally
determined priorities and are frequently aligned
to the Millennium Development Goals.

Primary process

The primary process is the process through
which SNV identifies, engages with and supports
its clients and other actors with the purpose of
achieving impact.

Triple AAA model

The Triple AAA model provides a conceptual

framework and set of guidelines for the imple-

mentation of SNV’s primary process. The Triple

AAA model outlines the essential steps of the

primary process at three levels:

a. strategy level: how we develop, implement
and update our strategy in a basic services
sector, value chain or country as a whole;

b. client level: how we start, maintain, review
and end a client relation;

c. assignment level: how we prepare, execute
and review specific work assignments.

Value chain

A value chain is a functioning whole assembling
a variety of tasks, functions and activities for
bringing a product or service to the end-use
market. A value chain perspective emphasises
the institutional setup of economic transactions
and social relationships; it looks into interde-
pendencies and how these are coordinated and
governed.

For SNV the pro-poor perspective of a value
chain is of main importance.



Abbreviations

DGIS

ESA
EU
FLO
GfE
IPC
LA
LCB
LCDF
MDG
NTFP
NGO
ODA
PIE
PPP
UNDP

UNICEF
UNWTO

WaSH
WBCSD

WCA
WWEF

Directorate-General of Development
Cooperation

East and Southern Africa

European Union

Fairtrade Labelling Organization
Governance for Empowerment
Integrated planning & control cycle
Latin America

Local capacity builder

Local capacity development facility
Millennium Development Goal
Non-timber forest products
Non-governmental organisation
Official development assistance
Production, income & employment
Public-private partnership

United Nations Development
Programme

United Nations Children’s Fund
United Nations World Tourism
Organization

Water, sanitation and hygiene
World Business Council for
Sustainable Development

West and Central Africa

World Wide Fund for Nature
(formerly World Wildlife Fund)
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Examples of impact 5

@ In Central America, 7,500 young people received vocational training in tourism, 3
culinary arts and coffee production, improving their chances of employment.
In Mali, more than 2,000 sesame farmers - about half of whom were women
- more than doubled their incomes after gaining organic certification.
® In Kenya, 12 local livestock markets increased farmers’ profit margins by 40 per cent,
tripled council revenue and became thriving business centres for rural men, women and youth.
@ More than 53,000 households in Asia gained access to clean energy and organic fertiliser,
contributing to a better quality of life, especially for women and children.
@ More than 200,000 citizens in Albania’s Diber region will benefit from capital investments that
better meet their needs following the introduction of gender-inclusive investment planning.
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