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1. Introduction

In four application rounds the INTERREG IIIC programme has approved more than 260 operations, which are currently implemented in interregional cooperation between more than 2600 partners all over Europe. There will be no more open calls for proposals in this programme period. That’s why the former Programme Manual as part of the Application Pack has been refocused to an Implementation Manual for support of ongoing operations.

The Implementation Manual is intended to guide Lead partners and partners of operations in the implementation phase on questions related to administrative and financial management, on monitoring, reporting and control procedures and on other programme-related requirements. It gives advise on questions of general importance to all operations. For specific problems related to your particular operation please contact the responsible Joint Technical Secretariat for advice.

It’s planned to update the Implementation Manual continuously based on changes of legal conditions and new issues raised by the operations. Please contribute to the development of this Manual by notifying your Joint Technical Secretariat about mistakes, unclear points and questions not (sufficiently) dealt with. With your help the Implementation Manual will become a more and more complete guidance for project coordinators and financial managers. Note that for auditors there are separate Audit Guidelines available on the Programme’s website. Please check www.interreg3c.net also regularly for other latest information.

We wish you good luck for the implementation of your operation!

The four INTERREG IIIC JTS

2. Administrative Management

2.1. Subsidy Contract

For every approved operation a Subsidy Contract is concluded between the Managing Authority of the respective programme zone and the operation’s Lead Partner. The Subsidy Contract determines the rights and responsibilities of the Lead Partner and the Managing Authority, the scope of activities to be carried out, terms of funding, requirements for reporting and financial controls, etc.

Also the start date for the eligibility of expenditure for the operation, hence – the earliest date on which the activities can commence – is laid down in the Subsidy Contract.

Models of the zone-specific subsidy contracts can be viewed at http://www.interreg3c.net/sixcms/detail.php?id=4624
The final version of the approved application form is an integral part of the Subsidy Contract. In addition further Annexes might be attached to the contract depending on the type of operation and programme zone.

Please note that the Managing Authority has the right to terminate the Subsidy Contract and to demand repayment of the subsidy, in whole or in part, if the Lead Partner has failed to fulfil any other conditions or requirements for assistance stipulated in the subsidy contract and the provisions it is based on. Serious delays in the implementation of the operation, in terms of activities and effected expenditure, compared to the targets laid down in the Subsidy Contract may result in the decommitment of ERDF funding.

2.2. Lead Partner Principle

All operations must follow the so-called ‘Lead Partner Principle’ in management of the operation. This principle implies that full administrative and financial responsibility for the management of the operation remains with the Lead Partner, who undertakes all obligations, also on behalf of all involved partners. The Lead Partner is thus solely responsible to the Managing Authority for the implementation of the terms of the Subsidy Contract. The Lead Partner is responsible for timely and correct reporting to the Joint Technical Secretariat. Therefore the Lead Partner should ensure that efficient administrative management and control systems are established within the operation. The Lead Partner is also responsible for ensuring proper communication with and among the partners, timely reporting from and payments to the partners and, in the case of RFOs, Lead sub-project participants, ensuring that proper financial management and control procedures are applied, that the EU and national legislation concerning financial management and controls (audit), public procurement, information and publicity and state aid is respected and observed.

2.3. Management and Coordination

In order to be able to run the operation efficiently, the Lead Partner has to set up an efficient and reliable management and co-ordination system handling the administration of the operation. The administrative co-ordination includes issues related to the thematic activities, as well as administrative and financial management of the operation and its accounts. Another important task of the project co-ordination is to produce regular progress reports and a final report at the end of the operation.

Each operation should appoint or sub-contract a project co-ordinator responsible for the overall organisation of the operation’s work. This includes management of the various components of the operation. This person should be qualified to handle the thematic co-ordination of the project activities and components. The co-ordinator should be able to act as a driving force in the partnership and to mobilise the partnership in order to achieve the objectives laid down in the application. It is highly recommended to appoint a co-ordinator with experience in management of trans-national projects.

Each operation should also appoint or sub-contract a financial manager responsible for the accounts, financial reporting, the internal handling of the ERDF funds and national co-financing. The financial manager should work in close contact with the co-ordinator and the partners in order to enable efficient overall financial management of the operation. The financial manager should be familiar with the accountancy, as well as with handling international transactions. He/she should be aware of the EU and national legislation in the field of financial management and controls, public procurement and, where appropriate, state aid, as it should be the responsibility of the financial manager to follow up on the application of these. It is highly recommended that the financial manager stays in close contact with the auditor/certifying body to ensure a smooth and sound functioning of certifying procedures.

In order to ensure effective and efficient communication with the programme management, the co-ordinator and the financial manager should be fluent in the oral and written official language of the respective Zone, which is English for the East, North and West Zones, and French for the South Zone.

2.4. Decision Making

Each operation should determine the necessary procedures for decision-making and co-ordination. To ensure full involvement of the partners, it is advised that each operation establishes a Steering Group composed of representatives from all of the partners for decision-making purposes. Suggested tasks of the Steering Group could include monitoring and guiding the implementation of the operation, as well as reviewing and approving work plans and reports. In the case of RFOs, the Steering Group shall also select sub-projects. Working groups, task forces and advisory groups may be established to co-ordinate the day-to-day running of activities, to fulfil specific tasks, to carry out certain activities, etc. Adequate representation of involved partners should be observed in establishing decision-making and co-ordination mechanisms.

2.5. Monitoring and Evaluation

It is advised that, in order to be able to assess the progress of the operation, each operation establishes a monitoring and evaluation system applied by the Steering Group. The monitoring and evaluation system should be built on the output and result/impact indicators and should concern the following aspects of implementation:

· Management and Coordination : Is the management and coordination efficient ?  Is the operation being implemented in line with the time plan as set out in the Application Form?  Is the budget plan being implemented and are allocations per budget lines being observed?

· Progress towards the achievements of the operation’s goals: Are the outputs being achieved?  Are the result/impacts being attained?  Do these achievements represent good value for money? 

· Dissemination: Are the achievements and results of the operation being maximised through adequate dissemination?  Are publicity requirements being fulfilled? 

2.6. Management of RFO Sub-projects

The Project Fund implementation procedures should, in principle, copy the programme implementation procedures established for the INTERREG IIIC Programme. This means that within each RFO, the procedures for project selection, assessment, decision-making, contracting, reporting, payments, monitoring and evaluation must be established. Joint call for proposals have to be published in the partner regions, followed by the assessment of the applications and decision on funding by the RFO Steering Group.

In addition, the project selection criteria used must respect the criteria established in the Programme context. Each sub-project must involve participants from at least two different countries. Participants in the RFO sub-projects can only be institutions and bodies located in the partner regions.

In order to have sufficient time for closing down the RFO it’s recommended that the RFO sub-projects will be finalised in due time before the end date of RFO implementation.

Please note that the Managing Authorities / Joint Technical Secretariats must be invited to the meetings of the RFO Steering Group. The costs for attending these meetings will be covered by the respective Managing Authority / Joint Technical Secretariat.

2.7. Cooperation Agreement

In order to secure the quality of the implementation of the operation, as well as the satisfactory achievement of its goals, a Co-operation Agreement should be concluded between the Lead Partner and the partners involved in the operation.

The cooperation agreement should include information on each partner’s financial commitments and procedures, responsibilities and tasks for the implementation of various activities within the operation, delivery of outputs and results, as well as internal reporting and payment procedures. Furthermore the agreement should describe each partner’s role in implementing activities and administering the operation. It should also set out provisions for timely inputs to the progress reports and financial reports and determine financial control requirements.

A model Co-operation Agreement is available for download on the Programme’s website at http://www.interreg3c.net/sixcms/detail.php?id=4624.

In order to finalize the Co-operation Agreement adequately and to secure a further smooth implementation of the operation the Lead Partner is advised to check the “Country Specific Information” section of the Programme’s website (http://www.interreg3c.net/sixcms/detail.php?id=1366) in order to find relevant information regarding the country of the involved partners.

3. Financial Management

3.1. Funding of Operations

3.1.1. Funding for EU partners

The ERDF co-financing rate for the operations is 75% of the eligible costs for partners in Objective 1 areas, 85% of the eligible costs for partners coming from outermost regions
 and 50% of the eligible costs for partners in other areas.

Regions with dual Objective status (partly Objective 1) that are involved in RFOs have calculated an average co-financing rate varying between 50% and 75%, based on provisional estimate of the involvement of participants coming from the respective part of the region in RFO activities and sub-projects. 

When it comes to reporting expenditure, the physical location of the partner/sub-project participant determines the co-financing rate applied, i.e. if the partner’s/participant’s address is in the part of the region having Objective 1 status, the 75% co-financing rate shall be applied; if the partner’s/participant’s official address is outside the Objective 1 territory, the 50% co-financing rate applies.

Maximum ERDF grant rates are summarised in the following table:

	Regular co-financing rate
	Objective-1 region co-financing rate
	Outermost regions co-financing rate (only in South and West zone)
	Norwegian partners’ co-financing rate

	50 %
	75%
	85%
	30 % or 50%


A maximum ERDF contribution awarded per operation is established in the Subsidy Contract. Even if the reported expenditure of the operation will be higher, the ERDF amount will not be increased.

Co-financing from the involved partners is a prerequisite for receiving EU funding and the pre-allocated programme funding from Norway. A national public co-financing source is public funding at central, regional or local level. 

Co-financing from public equivalent bodies is also considered public co-financing. Public equivalent bodies are defined based on EU Public Procurement Law as legal bodies governed by public or private law:

(1)
established for the specific purpose of meeting needs in the general interest, not having an industrial or commercial character
, and

(2)
having legal personality, and

(3)
*
either financed, for the most part, by the State, or regional or local
authorities, or other bodies governed by public law,


*
or subject to management supervision by those bodies, 


*
or having an administrative, managerial or supervisory board, more than 
half of whose members are appointed by the State, regional or local authorities or by other bodies governed by public law.

3.1.2. Funding for Third Country Partners

Operations co-financed by different instruments (e.g. Phare, Tacis, MEDA, CARDS, EDF, bilateral assistance or third country national contribution, etc.), need separate administration and monitoring, even if the operation has been designed as a joint operation. The administrative procedures of the different instruments vary. This means that the different parts of the operation funded from different funding sources have to be administered and reported separately – i.e. on the one hand, the actions budgeted and co-financed from ERDF are reported to INTERREG IIIC Joint Technical Secretariat, and, on the other hand, the parts of the operation being co-financed by other sources have to be monitored by the respective management bodies.

3.1.3. Private Funding

Private organisations not fulfilling the conditions for public-equivalent bodies (cp. chapter 3.1.1.) are only allowed as participants in sub-projects within the RFOs, with the exception of the South Zone, where private co-financing is not eligible at all. Only in these cases can private money co-finance the ERDF or Norwegian national funding allocated to the operation. It is the task of the RFO’s Lead Partner and regional partners to ensure that the relevant EU legislation is observed. Lead Partner and regional partners shall hold full financial responsibility for private project participants in their regions.

The private involvement in the RFO sub-projects is limited to:

· Activities having non-commercial character and falling in the scope of public interest. To decide whether an operation’s primary aim is to promote public policy, the following three criteria should be looked at: primary interest must be that of general public, the operation must involve co-financing, and the results of the operation must be owned by partnership, public partner or public in general, or

· Testing of regional development instruments falling in the scope of block exemptions (aid to SMEs and training aid). See also the additional information in 3.2.5. 

The share of private co-financing is defined in the RFO application form for every partner region. Please note that the original source of the co-financing determines if it’s considered private or public. If public institutions, e.g. the regional partners of the RFO, co-finance parts of the private sub-participants expenditure this share is considered as public, and not private co-financing even if the participant using it is a private organisation.

3.1.4. In-kind contributions

In INTERREG IIIC only voluntary unpaid work is considered as an in-kind contribution. Voluntary unpaid work means that e.g. an organisation that has members working for it free of charge can have the used time included in the budget as in-kind contribution. Only those organisations listed in the application can declare in kind costs as eligible costs.

The partner’s/participant’s contribution in-kind is limited to the share of national co-financing. The value of an in-kind contribution has to be calculated according to the standard rates for this kind of work. The calculation has to be checked and confirmed by an independent auditor (Commission Regulation (EC) No 448/2004 Rule No 1, Section 1.7.).

Please note that staff costs by partner’s/participants are not considered as in kind costs, since the staff is paid for their working time (based on the employment contracts).

For these reasons in practice in-kind contributions do not play an important role in the financing of INTERREG IIIC operations.

3.2. Eligibility of Expenditure

3.2.1. Eligible Expenditure

The eligibility of costs for ERDF co-funding is regulated in Commission Regulation (EC) No 448/2004 of 10 March 2004 and national regulations. Only costs related to the operation as described in the approved application are considered as eligible costs. The period of eligibility of costs is defined in the Subsidy Contract. If your operation is about to end, please contact your JTS to make sure all your final payments are eligible.

Eligibility of costs is geographically bound to the EU territory. The only exceptions also being eligible for ERDF assistance are: 

· travel and subsistence expenses by partners or participants from EU Member States on parts of operations that take place in a third country and are vital for the success of the operation as a whole.

· likewise, travel and subsistence expenses by partners or participants from third countries paid by EU partners provided that the activities are vital for the success of the operation as a whole.

In contrast to former rules, the new Commission Regulation 448/2004 in Rule No 3 (1) declares charges for trans-national financial transactions within INTERREG III eligible.

Though certain types of expenditure can be included in the operation as a whole, they may not be eligible for ERDF assistance or they may have special grant rates. For detailed information on specific types of expenditure, please consult the Commission Regulation (EC) No 448/2004.

Note that transfers of funds between the Lead Partner and partners do not constitute expenditure.

3.2.2. Ineligible Expenditure

Based on the EC regulations and the Programme provisions, the following expenditure is considered ineligible expenditure for co-financing from the Programme’s funds:

· VAT and other taxes and charges if these are legally recoverable

· Any costs paid outside the eligible period of the operation,

· Depreciation of real estate or equipment and acquisition of second-hand equipment if it has been purchased with the aid of national or Community grants. 

· Expenditure on certain types of infrastructure (roads, railways, ports, airports, water supply and water treatment infrastructure, energy infrastructure, telecommunications), housing, works with a domestic end use, public administration buildings, hospitals and medical facilities, primary and secondary education facilities, mobile infrastructure, car parks, works which merely replace existing infrastructure, retail development and other local consumer services, 

· Service charges arising on finance leases and hire purchase agreements, depreciation, amortisation and impairment of assets purchased with the help of Government or European Community grants, routine or essential maintenance of a capital facility,

· Staff costs arising from the statutory responsibilities of the public authority or the authority’s day-to-day management, monitoring and control tasks,

· Payments for activities of a political nature,

· Loan charges, debit interest, charges for financial transactions (if not transnational), foreign exchange commissions and losses, and other purely financial expenses,

· Costs involved in closing the company,

· Compensation for loss of office,

· Fines, financial penalties and expenses of litigation,

· Contingencies and contingent liabilities,

· Bad debts.

3.2.3. Revenues

In accordance with Rule 2.2 of the Commission Regulation (EC) No 448/2004, revenue represents income generated by the operations and reduces the overall costs to be covered and therefore, also reduces the amount of co-financing. Before the Programme’s funding is calculated and no later than at the time of closure of the operation, revenues are deducted from the operation’s eligible expenditure in their entirety or pro rata, depending on whether they were generated entirely or only in part by the co-financed operation. Examples of such revenue can be attendance fees for workshops and sales revenues of brochures. Each operation must, therefore, account for any such revenue and support this by relevant accounting documents.

3.2.4. Compliance with other EU Policies

In accordance with Article 12 of the Council Regulations (EC) No 1260/1999 as amended by Regulation (EC) No 1105/2003, operations financed by Structural Funds must be in conformity with the provisions of the Treaty, with the instruments adopted under it and with Community policies and actions. This includes rules on competition, on the award of public contracts, on environmental protection and improvements and on the elimination of inequalities and the promotion of equality between men and women. This compliance is verified during the assessment of the operations, as well as during their implementation.

3.2.5. State Aid

The EU state aid rules are applicable in all cases where assistance from public funds is involved. State aid is regarded as incompatible with the Common Market if it distorts, or has the potential to distort, competition within the European Union. Community rules on State Aid limit the support, which may be provided from public funding to assist projects in the commercial sector. State aid under the INTERREG IIIC Programme will be provided only where it is consistent with the de minimis provisions or the block exemptions for aid to small and medium-sized enterprises (SME) and training aid.

The de minimis rule requires that private project participants can only be granted aid from the INTERREG IIIC Programme if they can prove they have not received public aid totalling more than 100,000 EUR over a three-year period. The ceiling applies to the total of all public assistance considered to be de minimis aid and will not affect the possibility of the recipient obtaining other aid under schemes approved by the Commission. This ceiling applies to all kinds of aid, irrespective of the form it takes or of the objective pursued, with the exception of export aid, which is excluded from the benefit of the de minimis rule. The public assistance, which is allowed up to the 100,000 EUR ceiling, comprises all aid granted by the national, regional or local authorities, regardless of whether the resources are provided from domestic sources or are partly financed by the European Union.

Under SME regulation the amount of ERDF funding an organisation can receive is limited to a certain percentage of its contribution to the project, as long as all the conditions specified in Commission Regulation 70/2001 are met.

Further information on EU legislation in the field of state aid can be obtained from the Vademecum on Community rules on state aid, which gives a concise overview of the basic EU rules regarding state aid. The latest version of the Vademecum is available on the DG Competition website: http://www.europa.eu.int/comm/competition/state_aid/others/.

You may also consult relevant national authorities to obtain more specific information on rules and limitations concerning state aid. The contact details for the national state aid authorities are provided on following page of the Programme’s website: http://www.interreg3c.net/sixcms/detail.php?id=2797.

3.2.6. Competition and Public Procurement

The purchase of goods and services, as well as the ordering of public works, by public services or other public bodies, is subject to national, Community and international rules. Please note that these rules may also be applicable to companies, associations, foundations, etc., under certain circumstances (e.g. when operating with public or EU funds). The procurement rules aim at securing transparent and fair conditions for competing on the common market and should be followed by the operation partners when commissioning the above services, works or deliveries. Rules differ depending on the kind of goods and/or services to be purchased, as well as the value of the purchase. The information on EC competition and public procurement rules is available on the Web site of DG Internal Market at: http://europa.eu.int/comm/internal_market/en/publproc/ under “Guides to the Community rules in the area of public procurement (supply contracts, public works, services)”. Please note that, even if the value of the purchase doesn’t exceed the thresholds, the purchaser must take into account the general principles of the EC Treaty and ensure the adequate transparency and equal treatment when purchasing goods and/or services.

Please note that at the level of each EU Member State, other rules may exist, and these may be more binding, notably with regard to the amount of the contract requiring the issuing of a call for tender. Whichever rules are more stringent must be applied. You may also consult your national public procurement authority to obtain more specific information. The contact details for the national public procurement authorities will be provided on the Programme’s website.

3.3. Budget Categories

The budget tables in the Application Form are broken down into the following budget categories:

· Staff costs involving personnel costs (including salary, tax, employer’s contribution for national social security schemes, etc. – all calculated in accordance with the national legislation) based on regular employment contracts used in the respective partner institution. In case independent auditor’s verifications are performed by a partner organisation’s staff member, these costs should be reported as staff costs. Staff costs can either consist of direct costs actually paid in cash by the operation or the value of a work contribution taking into account the rate of involvement of each staff member in the operation. The actual salary rate must be used and the costs must be certified on the basis of documents, which permit the identification of real costs paid by the partner concerned, e.g. time sheets, record of tasks carried out in the framework of operation, evidence of calculations for the determination of the value of staff time used for the operation.

· Administration costs: all direct general costs (office rent, mail, fax, phone, copying costs, consumables, etc.) and indirect general costs (overhead related to the operation’s activities, based on real costs and calculated on a pro rata basis according to a duly justified, fair and equitable method). Overhead costs linked to the services provided by external experts must be listed in the budget line “External expertise”.

· External expertise: costs paid on the basis of service contracts and against invoices to external service providers who are sub-contracted to carry out certain tasks of the operation (e.g. studies and surveys, translation, management or audit of the operation if sub-contracted, etc.). Public procurement rules must be observed in selecting a company or individual to provide external expertise. External expertise related to meetings and events, and promotion should not occur under External expertise but under the relevant budget lines.

· Travel and accommodation costs include travel, accommodation costs and subsistence allowances that are related to the approved operation. As a general rule, the most economic way of transport must be used. All the travel and accommodation costs have to be documented so that the eligibility of the costs can be certified. Daily allowances and accommodation costs must be in line with the conditions and daily limits set for public authorities of the respective Member State.

The travel and accommodation costs by the partners and participants from EU Member State/Norway on parts of the operation that take place in a third country and are vital for the success of the operation as a whole are also eligible for ERDF/Norwegian national co-financing. E.g. an operation has in its approved workplan a seminar to be organised in a third country. Partners and participants from EU Member States/Norway travel to the seminar according to the workplan and can have the travel and accommodation costs co-financed by ERDF/Norwegian national funds. 

Accordingly, the travel and accommodation costs for partners and participants from third countries can be eligible costs for an operation when a meeting or seminar takes in the EU territory/Norway and is part of an approved operation. The costs for the third country partners and participants must be budgeted, accounted for and paid out by a EU/Norwegian partner. 

Please note that if a meeting or seminar takes place in a third country (=outside EU territory/Norway), the travel and accommodation costs of the third country partners are not eligible for ERDF co-financing. 

· Meetings and events – costs related to the organisation of meetings (renting of premises and equipment, catering, interpretation, printing, etc.) paid on the basis of contracts with and invoices from external providers. Public procurement rules must be observed in selecting a company or individual, who will carry out the assignment.

· Promotion costs are press releases, inserts in newspapers, leaflets, TV shows, brochures, newsletters and other publication costs not linked to specific events or seminars. These costs shall be paid on the basis of the contracts with and invoices from the service providers. Public procurement rules must be observed in selecting company or individual, who will carry out the assignment.

· Investments are purchases, construction or repair works carried out within the framework of the operation on the basis of contracts and paid against invoices. Investments will be financed from the INTERREG IIIC Programme only in duly justified cases and only if it is crucial for the achievement of the operation’s objectives and if they benefit the partnership.

Note that the subsidy for small-scale infrastructure investment is seen as an investment grant, meaning that costs for depreciation of the subsidised investment cannot be accounted for in the operation’s bookkeeping. In accordance with the Rule No 1.5 of Commission Regulation (EC) No 1685/2000 amended by Commission Regulation (EC) No 448/2004 the costs for depreciation of equipment for which there is a direct link with the objectives of the operation is eligible expenditure provided that:

· National or Community grants have not contributed towards the purchase of such equipment,

· The depreciation cost is calculated in accordance with the relevant accountancy rules, and

· The costs relate exclusively to the period of co-financing of the operation in question.

If second-hand equipment is to be purchased, please refer to Rule No 4 of the Commission Regulation (EC) 1685/2000 amended by Commission Regulation (EC) No 448/2004.

Public procurement rules must be observed in selecting a company or an individual, who will carry out the assignment.

· Other eligible costs relevant to the operation, which are included in this budget line, have been specified in detail in the approved application.

· Project Funds (only in the case of RFOs) refer to funding reserved for sub-projects to be selected within the framework of an RFO, based on an open call for proposals and the consequent assessment and selection of applications.

The definition of cost categories described above must also be applied by the RFO internal monitoring of sub-projects.

· Preparation costs have been co-financed for activities already described in the Application Form with a direct, demonstrable connection to the development of the operation up to a ceiling of 50.000 EUR for RFOs and 25.000 EUR for individual projects and networks.
3.4. Accounting for Expenditure

All payments have to be supported by accounting documents or documents of an equivalent probative value. This mainly includes the following: 

· Original invoices

· Bank statements / payment proofs

· Procurement documentation: procurement note, terms of reference, offers/quotes, order form, contract

· Documentation of calculations (if only a share was allocated to the operation)

· Time sheets, employees’ contracts, pay slips

· Proofs for delivery of services and goods (studies, brochures, newsletters, minutes of meetings, translated letters, participants’ list etc), record of assets

Further details need to be discussed with the independent auditor. 

The Lead Partner and partners must ensure that all accounting documentation related to the operation is filed separately, even if this leads to a dual treatment of accounts: e.g. if it is necessary for the operation related transactions to be recorded in the main accounts of the partner institution. Accounts must be kept in Euro and in national currencies (where Euro is not a national currency). All documents related to the operation have to be safely and orderly retained at least three years after the final payment from the programme funds either as originals or as certified copies on commonly used data media. The final payment to the programme can be expected by 2010.

The Lead Partner shall also ensure that an adequate audit trail is documented on all levels of the operation, including partners’ and participants’ expenditure. The names and contact details of persons responsible for authorising and certifying expenditure within each partner organisation as well as the place where the documents are stored shall be provided to the Lead Partner. If deemed appropriate, the Lead Partner may request copies of all accountancy documents from the partners. 

3.4.1. Currency exchange

As financial reporting from the Lead partner to the Joint Technical Secretariat is only made in Euro each operation has to choose one of the following options for the currency exchange for partners located outside the Euro zone:

· Partners convert their expenses from their national currency into Euros and these converted figures are used by the Lead Partner to fill in the Financial Report. In this case, partners again have several options for converting their expenses to Euros:

· they can use the average monthly exchange rate set by the Commission of either the month the invoice was paid or the month the costs were reported to the Lead Partner,

· they can use the 6-months average rate of the average monthly exchange rate,

· they can use the market exchange rate of the day the invoice was paid,

· they can use the market exchange rate of the last day of the reporting period.

· Partners send their figures to the Lead Partner in their national currency and the Lead Partner converts these figures into Euros to complete the Financial Report. In this case, the Lead Partner must use the average monthly exchange rate set by the Commission of the last month of the reporting period or the market exchange rate of the last day of the reporting period.

Please note that all the partners should use the same system during the whole implementation period.

The average monthly exchange rates set by the Commission are available from http://europa.eu.int/comm/budget/inforeuro/en/catalog.htm. The Lead Partner must inform the JTS of the chosen option and this option must be used for the entire duration of the operation.

3.5. Payment procedure

The payments within the INTERREG IIIC Programme are only be made on a reimbursement basis without any advance payments. An approved Progress Report serves as a basis for transferring the ERDF and Norwegian funding. Payments will be made by the Paying Authority of the respective INTERREG IIIC programme to the Lead Partner’s account. Payments will be made in Euros only. Any exchange-rate risk is borne by the Lead Partner. It is the responsibility of the Lead Partner to distribute the funding among the partners and, in the case of RFOs, also to the Lead sub-project participants. The Lead Partner should also ensure that the maximum ERDF co-financing rates are observed per partner.

Note that the Council Regulation (EC) No 1260/1999 implies that the closure expenditure amounting to 5% of the Programme funds will only be transferred to the Paying Authority after the final certified statement of expenditure actually paid has been submitted to the Commission, after the Final Programme Report has been submitted and approved by the European Commission, and after the Member States have sent statements on winding up the assistance to the Commission. In relation to the above, the Managing Authority reserves the right to withhold 5% of the operation’s approved ERDF funds until the European Commission has paid the final balance of assistance to the Paying Authority, i.e. as late as the end of 2010.

3.6. Financial Management Models

Operations may choose amongst various financial management models. These have been outlined and illustrated in the Community Initiative Programme documents and in the following diagrams. Please note that the models shall serve as general examples, and each operation may establish its own model that would best serve the objectives of the operation and its partnership and prove to be the most efficient and effective. When establishing the management structure for the operation, the relevant EU regulation, in particular the requirements of Commission Regulation (EC) No 438/2001, Commission Regulation (EC) No 2355/2002 and the requirements deriving from the Lead Partner principle described in the Programme Document must be observed. 
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Explanation of the model:

· Partners, including Lead Partner, implement their part of activities in the operation, cover related costs and retain the accounting documents constituting the audit trail (contracts, invoices, time-sheets, calculation and payment evidence, etc.), as well as output documents evidencing the implementation of the operation’s activities (minutes of the meetings, studies, manuals, policy documents, training materials, etc.)

· Partners send an audited report to the Lead Partner, who compiles the joint Progress Report. When reporting, partners ensure that an independent auditor’s verification is performed on their part of the reported activities and expenditure. Lead Partner’s auditor performs the checks on Lead Partner’s activities and expenditure, as well as verifies that the information provided by the partners is certified by an independent auditor and that it has been accurately reflected in the joint Progress Report. For the audit trail the Lead Partner retains the inputs to the Progress Report received from the partners.

· Lead Partner submits the Progress Report to the Joint Technical Secretariat.

· Joint Technical Secretariat, Managing Authority and Paying Authority perform the controls on the submitted Progress Report and approve it.

· Paying Authority executes payment to the Lead Partner.

· Lead Partner transfers the funds to partners.
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Explanation of the model:

· RFO level:

· Partners, including Lead Partner, implement their part of activities in the operation, cover related costs and retain the accounting documents constituting the audit trail (contracts, invoices, time-sheets, calculation and payment evidence, etc.), as well as output documents evidencing the implementation of the operation’s activities (minutes of the meetings, studies, manuals, policy documents, training materials, etc.)

· Regional partners send an audited report to the Lead Partner, who compiles the joint Progress Report. When reporting, regional partners ensure that an independent auditor’s verification is performed on their part of the reported activities and expenditure. Lead Partner’s auditor performs the checks on Lead Partner’s activities and expenditure, as well as verifies that the information provided by the partners and Lead project participants is certified by an independent auditor and that it has been accurately reflected in the joint Progress Report. For the audit trail the Lead Partner retains the inputs to the Progress Report received from the partners.

· Lead Partner submits the Progress Report to the Joint Technical Secretariat.

· Joint Technical Secretariat, Managing Authority and Paying Authority perform the controls on the submitted Progress Report and approve it.

· Sub-project level:

· Sub-project participants, including Lead participant, implement their part of activities in the project and retain the documents required for the audit trail.

· Sub-project participants send an audited report to the Lead participant, who compiles the joint Project Report. Each project participant ensures that independent audit is being performed on its part of reported activities and expenditure. RFO Lead Partner and regional partners are responsible for ensuring the independent audit on the inputs into the sub-project reports prepared by the Lead Participants and project participants coming from their region.

· Lead sub-project participant reports to the RFO Lead Partner, who performs checks and controls on the reports and compiles the information into the Progress Report.
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Explanation of the model
:

· The payment is first made from the Paying Authority to the Lead Partner of the RFO

· The Lead Partner then executes the payments of the part of the funds to regional partners (for the part of the RFO activities implemented by them)

· The Lead Partner transfers payments to the Lead participants of the RFO sub-projects

· The Lead participants transfer funds to other project participants
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Explanation of the model:

· The payment is first made from the Paying Authority to the Lead Partner of the RFO

· The Lead Partner then executes the payments of the part of the funds to the regional partners, including the funds for activities carried out by the regional partners themselves, as well as the part of the Project Funds to be distributed to the Lead participants and project participants coming from their region

· The regional partners then distribute the funds to Lead participants and project participants coming from their regions

4. Monitoring, Reporting and Control

The progress of the INTERREG IIIC operations is monitored and checked according to the requirements set out in the EU regulations governing the use of EU funds. For the purposes of verifying the progress of operation implementation, the operation submits regular reports to the Joint Technical Secretariat. In the following different types of reports are described.

4.1. Start-up report (only requested in East and South zone)

The Start-up report confirms that the operation has actually started. It contains basic information such as the names of the coordinator and financial manager, the auditor or the composition of the Steering Group.

It must be sent to the JTS/MA three months after the signature of the subsidy contract, at the latest.

4.2. Preparation Cost Report

The Lead Partner can submit the Preparation Cost Report once the Subsidy Contract has been signed by all parties, at the latest with the first Progress Report. Based on the information given in the Application Form (Annex IV.4) the Lead partner verifies the preparation activities and costs with the signature of an independent auditor as referred to below in this chapter.

4.3. Progress Report

Every six months the Lead partner has to submit a Progress Report about activities and expenditure in a half-year period. Exact reporting periods for each operation are fixed in the Subsidy Contract. The Progress Report serves as a basis for payments of ERDF funding and is also used for reporting on the Programme’s progress to the Monitoring and Steering Committees and the European Commission.

The Activity Report includes information on the general operation’s progress, stocktaking against the programme’s indicators, and a detailed report on activities and outputs implemented in every Component of the work plan.

The Financial Report contains a retrospective accounting of expenditures paid out during the reporting period and supported by receipted invoices or accounting documents of equivalent probative value. Costs not accounted for or not reported in due time can’t be reimbursed. Please note that costs are eligible only up to the finalisation date of the operation. This means that costs for closing the operation have to be paid out before the finalisation date and included in the last progress report to qualify for ERDF co-financing. After the finalisation date no costs are eligible.

Customised progress report templates are provided to each Lead Partner every six months with detailed instruction on the reporting procedure. An example progress report is available on the Programme’s website:

http://www.interreg3c.net/sixcms/detail.php?id=2510
4.4. Final Report

After finalisation of the operation, a final report must be submitted to the Joint Technical Secretariat. This report summarises the main results of the finalised operation, as well as experiences, which might be useful for further enhancing interregional cooperation in future programmes. A model form of the final report will be published on the Programme’s website.

4.5. Certification by an Independent Body

It is the responsibility of the Lead Partner to select an auditor, who checks and confirms that the financial and accounting statements drawn up by the partners are reliable and that the declared expenditure is eligible. The selected auditor has to be independent from operation’s activities, decision-making, financial management and payment and control processes. The auditor must also verify that the EU and national legislation in the field of financial management and controls, accountancy, public procurement, state aid, as well as the conditions of the Programme and Subsidy Contract, have been observed and followed. The independent auditor shall also carry out on-the-spot checks and verify that the activities have actually taken place and that sub-contracted supplies have been delivered and works and services carried out. The auditor must examine all invoices and payments relating to the project and must certify that they are correct and acceptable. The auditor shall also check that the expenditure is only reported in one Financial Report. The certification must also be performed in case of reports submitted by the partners of the operation to the Lead Partner.

In most cases, the Lead Partner auditor who signs the overall reports relies on statements drawn up by the partners and certified by the partners’ auditors (see Financial Management Models). In order to ensure that the same audit standards are applied on all levels and that all the statements are reliable, the following is recommended:

· To check the independence and qualification of the partner‘s auditors 

· To ensure that the partners and their auditors have all relevant documents: Application form, subsidy contract, partnership agreement, programme manual, audit guidelines 

· To use a common audit checklist (see model checklist in the audit guidelines)

· To ask the partners’ auditors to confirm the same statement that the LP auditor has to sign with the progress report

· To ask for the Internal Audit reports from partner auditors

It’s also the responsibility of the Lead Partner auditor to verify that all partners comply with country-specific audit requirements. Please note that partners from some EU Member States have to verify their expenditures by specific bodies designated by their Member States (centralised first level control). Please check for detailed and up-to-date Country specific information the Programme’s website http://www.interreg3c.net/sixcms/detail.php?id=1366.

To ease the certification procedure in RFOs it’s recommended that the same auditor performing the verifications for the regional partner is also responsible for the audit of sub-project participants from the same region.

Detailed guidance on the auditing requirements and procedure is provided in the Audit Guidelines published on the Programme’s website.

4.6. Sample Checks

In accordance with the Commission Regulation 438/2001, the Member States involved in the INTERREG IIIC Programme are responsible for checking at least 5% of the expenditure incurred within the Programme. This means that within each INTERREG IIIC Programme operations covering 5% of the Programme’s total eligible budget will be selected for such controls. The selection will be based on a risk analysis and will be carried out on a Programme level. Should the operation be selected for control, it is the responsibility of the Lead Partner and the partners to cooperate with the auditing bodies, present any document or information necessary to assist the evaluation and give access to its business premises.

4.7. Other Checks

The responsible auditing bodies of the EU and, within their responsibility, the auditing bodies of the participating EU Member States and the Kingdom of Norway or other national public auditing bodies as well as the Managing Authorities are entitled to audit the proper use of funds by the Lead Partner or by its partners or arrange for such an audit to be carried out by authorised persons.

The Lead Partner must produce all documents required for the audit, provide necessary information and give access to its business premises. The Lead Partner is at all times obliged to retain for audit purposes all files, documents and data about the operation on customary data storage media in a safe and orderly manner for a minimum period of three years after the final payment has been made by the European Commission to the Programme. Other possibly longer statutory retention periods, as might be stated by national law, remain unaffected.

The Lead Partner shall provide the independent assessors carrying out the mid-term and ex-post evaluation of the programme according to Articles 42(2) and 43(2) of Council Regulation (EC) No 1260/1999 with any document or information necessary to assist the evaluation.

4.8. Irregularities

The term of “irregularity” in Structural Funds is very wide and includes any administrative or financial mismanagement that comes either by act or omission, whether or not there is an actual loss of funds. The definition given in Article 1 of Council Regulation 2988/1995 states the following:

“Irregularity shall mean any infringement of a provision of Community law resulting from an act or omission by an economic operator, which has, or would have, the effect of prejudicing the general budget of the Communities or budgets managed by them, either by reducing or losing revenue accruing from resources collected directly on behalf of the Communities, or by an unjustified item of expenditure.”

However, the content of Council Regulation 1260/1999, Commission Regulation 438/2001 and other Commission documents produced for the 2000-2006 programming period make it clear that any failure to comply with regulations and any breakdown of management and/or control systems may be treated as an irregularity whether or not the irregularity itself involves any loss or potential loss of funds. 

Examples o irregularities:

· Evidence that indicates items of ineligible expenditure has been included in the calculation of ERDF previously claimed and paid.

· Evidence that indicates that an operation has failed to implement the European Community’s requirements on publicity. 

· Evidence that a partnership has not set up adequate systems to control and monitor the ERDF grant awarded to operations. 

Irregularities can be identified in several ways:

· By the Lead Partner or one of the partners

· By internal or external auditors

· By the Joint Technical Secretariat on the basis of signals from the field or from activity reports and payment claims

· By the second level controllers

4.9. Decommitment Rule

The Programme funds received from the ERDF are subject to the decommitment rule. ERDF budget commitments at the Programme level are made on a yearly basis. If this money or part of it is not spent by the end of the second year following the year of the commitment (N+2), it is decommitted (i.e. withdrawn) by the European Commission in line with the Council Regulation 1260/1999 (Article 31, paragraph 2). This is why the Joint Technical Secretariat has to closely monitor operations’ spending profiles and enforce tight control mechanisms. Regular reporting and timeliness of operations are crucial factors in ensuring regular cash flow to the operations and avoiding loss of the EU funds. Note that payments not requested in time and in full may be lost.

5. Requests for Changes

During the implementation of the operation changes in partnership (drop out or replacement of partners), activities & outputs (take out or replacement of activities/outputs, extension of duration), or budget (budget reallocations, new cost items under budget line exter​nal expertise, investments or other) may become necessary.

Any major change has to be approved. Depending on the extent of changes, a decision will be taken either by the JTS/MA or by the Steering Committee (SC). Only after the official approval, the change enters into force.

A detailed overview on the procedure will be given to the Lead Partners by the respective JTS, which is responsible for the practical administration of the change request.

6. Publicity and Information Requirements

All operations must comply with the publicity and information requirements laid down in the Commission Regulation (EC) No 1159/2000 of 30 May 2000. The Regulation can be downloaded from the Programme’s website. It is strongly advised that each operation designs an internal plan for information and publicity activities, which would not only cover the internal communication among the different actors of involved partner authorities, but also ensure dissemination of information to other potentially interested authorities in Europe and the general public.

Note that the use of the EU emblem and the INTERREG IIIC logo are obligatory on all information materials and tools produced within the framework of the co-financed operation. The EU emblem should be at least the same size as the other emblems being used (like the INTERREG IIIC or the operation’s own logo). In case of not using the requested EU emblem and IIIC logo on website, on brochures etc., the operation will not be co-financed for these publicity measures at all. The publicity and information requirements are also laid down in the Subsidy Contract. 

Operation-related websites must contain reference to the contribution of the European Union and the ERDF and hyperlinks to other related Commission websites and websites of the INTERREG IIIC Programme and related projects. 

The INTERREG IIIC logos are available for download on the Programme’s website (http://www.interreg3c.net/sixcms/detail.php?id=285).

A link to the official website of the European Union where different versions of the EU emblem can be downloaded is also provided there (http://www.interreg3c.net/sixcms/detail.php?id=1344).

7. Further Information

For further information, please contact the Joint Technical Secretariat of your zone:


INTERREG IIIC North
Joint Technical Secretariat
Grubenstraße 20
18055 Rostock, Germany
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Phone +49 381 45484 5279
Fax +49 381 45484 5282
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email north@interreg3c.net

INTERREG IIIC East
Joint Technical Secretariat
Schlesinger Platz 2
1080 Vienna, Austria
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Phone +43 1 4000 76142
Fax +43 1 4000 99 76141
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email east@interreg3c.net

INTERREG IIIC South


Joint Technical Secretariat
Calle Cronista Carreres, 11-4ª A
46003 Valencia, Spain
[image: image9.png]


Phone +34 96 315 3340
Fax +34 96 315 3347
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email sud@interreg3c.net

INTERREG IIIC West 


Joint Technical Secretariat
Conseil Régional Nord-Pas de Calais
24, Boulevard Carnot – 3e étage
59800 Lille, France
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Phone +33 3 28 38 11 11
Fax +33 3 28 38 11 15
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email west@interreg3c.ne
www.interreg3c.net
EU Community Initiative Programme �INTERREG IIIC





Implementation Manual





How to implement INTERREG IIIC operations?








1st version - DECEMBER 05








� Cooperation Agreements are compulsory for operations in the East and South zone.


� This condition is applicable only to operations financed by the South and West Zone Programmes and concerns the following territories (outermost regions): French Overseas Departments, Canary Islands, Azores and Madeira.


� This definition does not exclude bodies partly having an industrial or commercial character


� For Italy and Greece all sub-project participants have to report via the regional partner.


� For Italy and Greece only payment model 2 can be applied.
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