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Definition of the cost sharing


Since the core element of the projects within the INTERREG III B Neighbourhood Programme are transnational interactions, the costs of activities, goods or services (e.g. project coordination, promotion, common events, studies, etc.) that benefit a number of project partners (common benefit) can be shared among all or some of the participating project partners (PP). It means, that activities implemented by one PP (implementing partner) are commonly financed by a number of partners (at least two) or by the whole partnership. The financially shared activities can either be carried out by the implementing partner himself or by an external expert who is contracted by such implementing partner on behalf of the partners sharing the costs. Sharing of the costs is allowed for all budget lines.
The costs should be shared between partners according to a transparent, fair and equitable method. The expenditure to be shared must be well identified in the accountancy and financial management system of the Lead Partner. It is recommended that the method and detailed specifications for sharing of common costs for activities are specified in an official agreement (financial model) that will be accepted by all relevant partners. 

It should be noted that there is a difference between sharing of the costs and subcontracting. In case of subcontracting, the PP is obliged to obtain goods and services by applying transparency and competition principles and respecting EU and national legislation on public procurement and state aid, where the subcontracted party is entitled to gain financial profits from the execution of the contract. It is therefore not allowed to be at the same time a partner and a subcontractor in a project.

Suggested Reporting Method

It should be the responsibility of the implementing partner to guarantee that all costs related to the common activities are properly audited. When reporting its costs, the implementing PP should inform the Lead Partner about the amount of the common costs as well as the method for sharing of the costs (financial model). The costs should then be split by the LP between the relevant partners (a copy of the written agreement between such partners could be required) according to the breakdown indicated in the financial model and the resulting share be added to the costs reported by each involved cost-sharing partner. It is important that the LP establishes a system that will prevent the double reporting of the shared costs.

The implementing PP must: 

· report only the actual (real) costs resulting from the implementation of the common activity (i.e. must not include any profit margin for itself); 

· have approved eligible project budget;

· establish a financial model with detailed specification of the shared activities and relevant contributions of the project partners and communicate it to the relevant PP as well as the LP;

· appoint an auditor, who will verify the correctness of the above mentioned financial model as well as audit all the relevant costs for common activities.

The Lead Partner must:

· ensure that an agreement about the distribution of the costs of the common activity (financial model) is made and communicated to the relevant partners;
· (when reporting) include the relevant part of shared costs to the concerned PPs’ individual costs according to the breakdown indicated in the financial model;

· compile the Progress Report of the whole project making sure that the shared costs are reported for each concerned PP to the JS and that there is no double reporting of the same costs.
Please note:

The Joint Secretariat cannot take any responsibility for the actual application of this procedure.  

It is important 

· that you reflect it taking into account the needs and characteristics of your partnership and if necessary adapt it and 

· that you and your partners also discuss this procedure with your auditors to ensure that your application of this procedure is acceptable and also in line with national regulations. 

· that, if making use of the cost-sharing option, the LP is always informed about the model applied by other Project Partners in order to ensure a correct allocation of the costs in the project bookkeeping system.
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