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PLEASE NOTE THAT THE AUTHORITATIVE SOURCES OF INFORMATION ON THE PROGRAMME ARE THE PROGRAMME DOCUMENTS (CIP, PROGRAMME COMPLEMENT) AND RELEVANT COMMUNITY RULES. IF THERE IS ANY CONFLICT BETWEEN INFORMATION PROVIDED IN THIS MANUAL, AND THE PROGRAMME DOCUMENTS OR COMMUNITY RULES, THE LATTER TAKE PRECEDENCE.

0. Introduction

The Programme Manual presents the general information about the Programme, as well as offers facilities for participating in the Programme.  The Manual serves as a support to the Lead Applicant/Partner both when drafting the project concept (preparation of the application), as well as when implementing (management and reporting) and finalizing an approved project. 

The Programme Manual is updated in relation to the launch of each call for project applications to take into consideration the possible changes as well as experience from the implementation of the programme. Therefore this document should be frequently monitored, as the applied changes might affect also projects in the implementation phase.

1. Baltic Sea Region INTERREG III B Neighbourhood Programme

INTERREG III is one of the four Community Initiatives
.  It was launched on 28th April 2000
 following the positive experiences of its predecessors INTERREG I, INTERREG II and REGEN.  It aims to stimulate transeuropean cooperation between years 2000 and 2006. The current phase of the INTERREG initiative is designed to strengthen economic and social cohesion throughout the EU, by fostering the balanced development of the continent through cross-border, transnational and interregional cooperation.  It is therefore divided into three strands (A, B and C). 
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*
The financial allocation does not include additional funding that was committed to the INTERREG initiative as a result of enlargement, indexation, Norwegian contribution or establishment of Neighbourhood Programmes.

The INTERREG III Community Initiative receives funding from the EU and the Member States. EU financing comes from the European Regional Development Fund
 (ERDF), in the form of non-reimbursable grants. In total, INTERREG III has an ERDF budget of €4,875 million at 1999 prices.  This funding was allocated to the three strands - A 67%, B 27% and C 6%. 

Under the Strand B the EU territory (including the neighbouring regions) was divided into 13 different strategic areas (macro regions) (see the picture below).  Each of the areas forms an independent programme with a separate budget, management, specific thematic focus, specific implementation procedures, etc. The Commission delegated the responsibility for the implementation of the INTERREG III B programmes to the countries that are covered by particular programme.  All INTERREG III B programmes foster transnational cooperation between national, regional and local authorities “to promote a higher degree of territorial integration across large groupings of European regions, with a view to achieving sustainable, harmonious and balanced development in the EU and better territorial integration with candidate and other neighbouring countries”.  A special focus of this transnational cooperation is put on spatial planning and regional development.
One of the INTERREG III B programmes is the Baltic Sea Region Neighbourhood Programme.  It is seeking to strengthen economic, social and spatial cohesion by focusing on disparities between different territories in order to reach an increased level of BSR integration and to form a sustainable part of Europe.  It is a continuation of the INTERREG IIC BSR Programme, which was also designed to provide co-financing to transnational projects on spatial planning and regional development in the BSR. 

The BSR INTERREG III B Neighbourhood programme is implemented in line with the Northern Dimension Action Plan, the VASAB 2010 strategies, and with the programmes of the Council of the Baltic Sea States (CBSS), HELCOM and Baltic 21.

All 13 INTERREG III B programmes
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1.1. Programme Life Cycle
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The first open call for project applications was launched in the year 2001. All programme activities have to be finalised by the end of 2008.

1.2. Basic documents of the BSR INTERREG III B Neighbourhood Programme

THE COMMUNITY INITIATIVE PROGRAMME (CIP)

The CIP is the programme document and has been prepared by experts from national and regional administrations of the 11 participating countries. The INTERREG II C Joint Secretariat and Joint Financial Body and external experts and advisors supported the work. The European Commission approved the CIP on 14 September 2001 (Decision number C/2001/2023).

Divided into several parts, the CIP describes and analyses the economic, social, spatial, and environmental potential of the BSR. Furthermore, it gives an overview over the strategy of the programme, its priorities and measures as well as its relation to other EU policies and programmes. It also informs about financing of actions, the implementation structure and procedures and about the ex-ante evaluation of the programme and its environmental impact.

THE PROGRAMME COMPLEMENT (PC)

Besides the CIP a Programme Complement for the BSR INTERREG III B Neighbourhood Programme has been drawn up by the Managing Authority (MA) and the Joint Secretariat (JS) and adopted by the Monitoring Committee on 4 December 2001
. The Programme Complement is the document implementing the programme strategy and priorities. It contains detailed elements of the programme at measure level, in particular:

· a detailed descriptions of measures, including their ex-ante evaluation and quantifying indicators as far as appropriate,

· the relevant monitoring indicators,

· a definition of types of final beneficiaries,

· a financing plan for each measure, including public co-financing and estimated private contributions and involved financing instruments, and a description of arrangements for providing co-financing in the different Member States, 

· the measures on information and publicity,

· a description of arrangements between the Member States and the EU Commission on a computerised exchange system of data in line with monitoring requirements for Structural Funds.

Moreover, it contains further specification on impact for environment, for equal opportunities for men and women, and on project selection criteria.

The Programme Complement is particularly relevant for prospective project applicants and their transnational and local partnerships.

A project-oriented summary of the CIP and of the PC can be found on the programmes Web site: http://www.bsrinterreg.net/toapply.html.

The Programme has recently undergone the reprogramming (mostly due to the enlargement and introduction of the neighbourhood approach).  As a result, several new elements have been added to the programme, what required the relevant changes to be applied in the programme documents (CIP, PC). Since autumn 2004 the new documents have been in force and will apply from the 7th application round on.

1.3. BSR INTERREG III B Neighbourhood Programme co-operation area

The Baltic Sea Region INTERREG III B Neighbourhood Programme concerns eleven countries covering a large European area around the Baltic Sea, namely:

· EU Member States - entire Denmark, Estonia, Finland, Latvia, Lithuania, Poland Sweden, and the German federal states (Länder) of Berlin, Brandenburg, Bremen, Hamburg, Mecklenburg-Vorpommern, Schleswig-Holstein and Niedersachsen (only NUTS II area Regierungsbezirk Lüneburg);

· Norway;

· Northwest Russia (St. Petersburg and surrounding Leningrad Oblast, the Karelian Republic, the Oblasts Kaliningrad, Murmansk, Novgorod and Pskov) and Belarus (Oblasts Minsk, Grodno, Brest and Vitebsk).
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The areas in the region share many of the same problems and challenges, and by working together and sharing knowledge and experiences it is hoped that a sustainable and balanced future will be secured for the whole region. The Programme’s geographical focus mainly aims at overcoming the East-West and North-South divide.

However in the 7th application round only partners from the EU Member States and Norway
 may apply for funding from the BSR INTERREG III B NP. Russian and Belarusian partners will have to finance their participation in the project with their own funding. For the details regarding the eligibility of the partners depending on their location as well as the BSR co-financing rate please refer to the respective sections in this Manual. 

1.4. The key strategic objectives of the BSR INTERREG III B Neighbourhood Programme with regard to Priorities and Measures

1.4.1. The INTERREG III B Priorities

The BSR INTERREG III B Neighbourhood Programme’s specific feature is to promote joint solutions to joint problems by transnational co-operation. Its strategic objective is to ‘strengthen economic, social and spatial cohesion by focusing on disparities between different territories in order to reach an increased level of BSR integration and to form a sustainable part of Europe’.  This objective has been expressed by three thematic priorities for projects, each addressing a particular policy area. The priorities have been further specified and subdivided into measures.

Priority 1: 
Promotion of spatial development approaches and actions for specific territories and sectors.

Measure 1:
Supporting joint strategies and implementation actions for macro-regions  

Measure 2: 
Promoting sustainable spatial development of specific sectors

Measure 3: 
Strengthening integrated development of coastal zones, islands and other specific areas

Priority 2: 
Promotion of territorial structures supporting sustainable BSR development and integration of the Baltic Sea Region. 

Measure 1: 
Promoting balanced polycentric settlement structures

Measure 2: 
Creating sustainable communication links for improved spatial integration

Measure 3: 
Enhancing good management of cultural and natural heritage and of natural resources 

Priority 3*: 
Transnational and bilateral institution and capacity building in the Baltic Sea Region
Measure 1: 
Promotion of transnational institutional and capacity building
Measure 2: 
Bilateral co-operation across the maritime borders of the Baltic Sea
*
Please note that due to the enlargement and introduction of the neighborhood programme the Priority 3 was revised opening up new thematic fields and ways of cooperation. However, in regard to the 7th application round (Spring 2005) only measure 3.1 will be marketed. Measure 3.2 is planned to be launched for the first time in the 8th application round (Autumn 2005) if the external (Tacis) funding is made available.
The BSR INTERREG III B NP projects should clearly contribute to reaching the general and specific objectives of at least one of the measures of the Programme, and demonstrate their conformity to the strategy of the Programme. Each Measure has a fixed separate budget and the approved projects will receive funding under one Measure only. Therefore the projects must be coherent with the objectives of the chosen Measure.

For further more comprehensive information about the content of each Priority and Measure please refer to the Community Initiative Programme (CIP) and the accompanying Programme Complement in force, where a detailed description is provided.

It should be noted, that in regard to the 7th application round (Spring 2005), Measure 3.2 will not be opened for project proposals.

1.4.2. The INTERREG IIIA Priorities

Following the Commission proposal, two new INTERREG IIIA cross-border programmes involving partly Latvia, Estonia and Russia (‘North’) and partly Lithuania, Latvia and Belarus (‘South’) were included into the BSR INTERREG III B Neighbourhood Programme under two additional Priorities (5 and 6) to be managed by the existing implementation structures to take advantage of the synergy effect. Therefore the Monitoring Committee, the Managing Authority and Paying Authority (Investitionsbank Schleswig-Holstein) and the Joint Secretariat are the same for the IIIA Priorities integrated into the enlarged BSR IIIB programme.  However in the framework of the joint management structure of the BSR INTERREG III B Neighbourhood Programme two additional Steering Committees had to be created for each of the Priorities (INTERREG IIIA North SC and INTERREG IIIA South SC). Also a new (third) office of the Joint Secretariat was established in Riga, whose main tasks cover the area of the development and monitoring of INTERREG IIIA projects. Such solution will allow for a more cost effective use of resources having in mind a relatively short funding period (2004-2006) and small amounts of funds allocated to the programmes.  Moreover the already existing experience will allow to fully benefit from the synergy effect.  

The first call for project proposals regarding the IIIA priorities were launched in Autumn 2004 and the second call is to be expected in Spring 2005. The IIIA application rounds are launched independently from the calls of III B priorities. Therefore a separate applicant’s pack and monitoring forms have been developed and can be found on the programme’s website at http://www.bsrinterreg3a.net/. It should be noted, that this Programme Manual is relevant for the implementation of the core (transnational) III B Priorities of the programme (Priority 1-3). Regarding Priorities 5 and 6 a separate Programme Manual is developed.
For cross-border cooperation the following strategic objectives have been defined:

Priority 5: 
Cross-border priority Estonia-Latvia-Russia (‘North’)

Measure 1:
Development of the Estonian-Latvian border regions

Measure 2: 
Development of the EU external border regions

Priority 6:
Cross-border priority Latvia-Lithuania-Belarus (‘South’)

Topic 1.
Utilising the cross-border cooperation to enhance the competitiveness of involved regions and improve the access to markets across the borders 

Topic 2. 
Supporting the development and strengthening of co-operation on a people-to-people level and between the institutions located in border regions 

1.5. Programme Implementation Structure

Council Regulation (EC) No 1260/1999 of 21 June 1999 laying down general provisions on the Structural Funds
, and the Guidelines for INTERREG III of 28 April 2000
, set the framework for the administration of the INTERREG programmes. 

According to point 25 in the INTERREG Guidelines a joint implementation structure has been established on the basis of specific agreements taking into account national legislation:
· a Monitoring Committee for the whole of the programme in accordance with Article 35 of the General Regulation and

· a Steering Committee for the BSR INTERREG III B priorities 

· a Managing Authority (MA) within the meaning of Articles 9(n) and 34 of the General Regulation;

· a Paying Authority (PA) within the meaning of Articles 9(o) and 32 of the General Regulation at programme level;

· a Joint Secretariat (JS) for the operational management of the programme, in particular for the tasks set out in point 30 [of the guidelines] without prejudice to the global responsibility of the managing authority according to Article 34 of the General Regulation;

· National sub-committees and other supporting advisory groups

This joint management structure administers and monitors the implementation of the BSR INTERREG IIIB NP.
1.5.1. Monitoring Committee (MC)

The Member States in consultation with the Non Member States of the BSR INTERREG III B Neighbourhood Programme partnership, as well as in agreement with the managing authority of the programme set up a Monitoring Committee, in accordance with Article 35 of Council Regulation (EC) No 1260/1999. The Monitoring Committee supervises the III B programme
. Its overall task is to ensure the quality and effectiveness of implementation of assistance and accountability of the programme operations. It is composed of representatives from both national and regional level of all partner states to ensure efficiency and broad representation.
  They have to sign a declaration of impartiality after their appointment according to the provisions of the Community Initiative Programme "Baltic Sea Region INTERREG III B NP" (CIP). The Monitoring Committee meetings take place at least once a year.

In accordance with Article 35 of Council Regulation (EC) No. 1260/1999, the main tasks of the Monitoring Committee are:

· to confirm and adjust the programme complement;

· to consider and approve the project selection criteria;

· to examine the results of implementation of the programme, in particular to periodically review progress made towards achieving the specific objectives of the assistance;

· to consider and approve the annual and final reports before they are sent to the Commission;

· to consider and approve any proposal to amend the content of the Commission decision on the contribution of the Funds

On 20 April 2004 the Monitoring Committee agreed upon its new Rules of Procedure that determine precisely the tasks, composition and decision making of the MC.
1.5.2. Steering Committee (SC)

On 24 September 2001 the Member States set up the Steering Committee for the transnational III B priorities
 after consultation with all partners of the BSR IR III B Programme. The Steering Committee has a limited number of representatives from both national and regional level of all 11 participating countries to ensure efficiency and broad representation.
  Its overall task is to select projects and to coordinate the monitoring of project implementation.

The Steering Committee meetings take place at least twice a year, usually in regard to the application rounds.

The next Steering Committee meeting will take place in Oslo on 2-3 June 2005 to make decisions on projects submitted in the 7th application round.
The main tasks of the Steering Committee for the BSR INTERREG III B priorities will be:

· to decide on calls for project proposals (eg. timeframe, strategic focus, etc.);

· to approve or reject individual project applications (including those for seed money) on the basis of the assessment of projects and to decide on the use of the available EU Structural Funds;

· to propose to the Monitoring Committee the project selection criteria in accordance with the Guidelines and the criteria laid down in the CIP;

· to comment to the Monitoring Committee on regular monitoring, progress reports, annual reports and interim appraisals and to propose amendments to the programme or programme complement;

· to co-ordinate with other Community programmes and policies;

· to adopt an information and publicity plan to be implemented by the Managing Authority/Joint Secretariat; and

· to approve the work plan of the Joint Secretariat.

On 20 April 2004 the Monitoring Committee approved the new Rules of Procedure of the SC for III B priorities. These rules determine precisely, among other things, the tasks, composition and decision making of the Steering Committee III B. The document can be downloaded from the programme website under:

http://www.bsrinterreg.net/links/_downloads/SC_RoP_final.20.04.2004.doc
For more information on the decision-making procedures regarding the projects applied by the SC please refer to section 3.3 of this Manual.
1.5.3. Managing and Paying Authority (MA & PA)

In the Programme document and the Memorandum of Understanding on Implementation of the Community Initiative Programme "Baltic Sea Region INTERREG III B", the Member States participating in the Baltic Sea Region INTERREG III B Neighbourhood Programme have decided to designate the „Investitionsbank Schleswig-Holstein (IB) to act as:

· Managing Authority (MA) within the meaning of Articles 9 (n) and 34 of Council Regulation (EC) No. 1260/1999 and point 30 of the guidelines for the Community Initiative INTERREG III B, 

· Paying Authority (PA) within the meaning of Articles 9 (o) and 32 of the pre-mentioned Council Regulation, and

· Host of a joint technical secretariat (JS) for the operational management of the programme.

Investitionsbank Schleswig-Holstein functions as legal body for the programme management structure, thus concludes subsidy contracts with Lead Partners of projects in its own name and therefore retains financial liability for the ERDF funds. The IB provides hosting functions for the Joint Secretariat in Rostock, administers employment and rental contracts and provides banking functions.

Managing Authority

The Investitionsbank Schleswig-Holstein acting as the Managing Authority is responsible for the efficiency and correctness of management and implementation, inter alia:

· gathering reliable financial and statistical information;

· ensuring the soundness and the reality of expenditure claimed by the projects;

· reporting to the Commission;
· ensuring compliance with Community policies; and

· ensuring compliance with the obligations concerning information and publicity. 

PAYING AUTHORITY

The Investitionsbank Schleswig-Holstein acting as the Paying Authority:

· Opened and holds the single account of the Programme,
· Draws up and submits payment applications to the Commission,

· Receives payments from the Commission, 

· Pays out subsidies to projects,

· Informs the programme partners of the state of the financial management of the Programme.

1.5.4. BSR INTERREG III B Joint Secretariat (JS)

The Managing Authority and Paying Authority are supported by the Joint Secretariat (JS). The Joint Secretariat is in charge of the day-to-day administration and management of the Programme. The working language in the Secretariat is English. It provides applicants and potential project partners with information and advice about project development and application procedures. This assistance continues after project approval to the final evaluation report and payment. It also acts as secretariat for the Monitoring and Steering Committees.  The tasks of the Joint Secretariat in particular include: 

· to assist and organise activities to support project generation and development;
· to manage the project application process for all projects, incl. information and advice to applicants, checking and assessment of applications

· to monitor progress made by projects through collecting and checking project progress reports, monitoring outputs, results and financial implementation;

· to monitor commitments and payments of ERDF funds at programme level; 

· to distribute information and implement publicity measures on the programme and its projects;

· to co-operate with organisations, institutions and networks relevant for the objectives of the programme, concentrating on the Baltic Sea Region.
· to prepare the documentation relating to the Steering and Monitoring Committee meetings.
The Secretariat also serves as the contact point for general public as regards the Programme.  It consists of three offices:

· Rostock office (Germany, Mecklenburg-Vorpommern) at Investitionsbank Schleswig-Holstein, that mainly concentrates on the administration and management of the programme;

· Karlskrona office (Sweden) at the Region Blekinge, that mainly concentrates on the quality of the projects and programme, among all assisting in project generation, development and progress monitoring as well as in providing advice to potential applicants.

· Riga office (Latvia) newly established at State Regional Development Agency, that mainly concentrates on administration and management of the implementation of the two III A priorities. In regard to III B priorities, the Riga office mainly focuses on advising potential applicants in project generation and development and monitoring of approved project progress.

	BSR INTERREG III B 
Joint Secretariat Rostock
Grubenstrasse 20
18055 Rostock
Germany


Tel: +49 381 45484 5281
Fax: +49 381 45484 5282
email: info@bsrinterreg.net
Web: www.bsrinterreg.net
	BSR INTERREG III B 
Joint Secretariat Karlskrona
Ronnebygatan 2

37132 Karlskrona
Sweden


Tel: +46 455 335 198/-9
Fax: +46 455 144 68
email: info@bsrinterreg.net
Web: www.bsrinterreg.net
	BSR INTERREG III B 
Joint Secretariat Riga
Elizabetes iela 19
1010 Riga
Latvia


Tel: +371 735 7368
Fax: +371 735 7372
email: info@bsrinterreg3a.net
Web: www.bsrinterreg.net/3a


1.5.5. National Subcommittees and other advisory groups

Each of the participating countries in the BSR INTERREG III B Neighbourhood Programme has established a National Sub-Committee (NSC). The main purpose of the NSCs is to involve the various national authorities
 responsible for regional and local development in the generation of relevant BSR INTERREG III B projects. 

The sub-committees have an advisory status in the overall programme management (through information and support to project generation and development) but do not take part in the decision-making procedure on project selection.
Another assignment of the national sub-committees is to make sure that the programme is well marketed and that the relevant stakeholders get well informed about the programme and its objectives and practical implementation.

The diagram below summarizes the programme’s organisational structure.


1.6. BSR INTERREG IIIB Neighbourhood Programme budget

BSR INTERREG IIIB Neighbourhood Programme budget consists of:

a) Programme funds

b) Own contributions from the partners involved in the projects.

a)

The total funds for the BSR INTERREG III B Neighbourhood Programme consist of:

	FUNDING
	EUR in million

	Programme funding for projects: 

	161,4

	
	III B Priorities
	135,6

	
	  ERDF
	122,7

	
	       Out of this Seed Money
	0,8

	
	  Norwegian national financing
	5,4

	
	  External funds (TACIS)
	7,5*

	
	IIIA Priorities
	25,8

	
	  ERDF
	18,3

	
	  External funds (TACIS)
	7,5*

	Programme funding for Technical Assistance (ERDF+Norw. Nat.):
	8,6

	
	Total:
	170,0


*The allocation is only indicative. Details are explained below

The table below indicates the INTERREG III B ERDF funds allocated by each of the EU Member States to the programme.

	Country
	ERDF (EUR in Million)

	Finland
	21,1

	Sweden
	41,0

	Denmark
	5,4

	Germany
	31,8

	Border regions B2 1411*
	3,1

	Poland
	18,6

	Latvia
	3,7

	Lithuania
	3,1

	Estonia
	1,9

	Estonia A-strand
	2,9

	Latvia A-strand “South”
	5,3

	Latvia A-strand “North”
	5,3

	Lithuania A-strand
	5,6

	Total
	149,0


* special fund devoted to projects implemented in the regions bordering the new Member States.

During the first six rounds 83 projects amounting to over EUR 81,5 M ERDF have been committed.  It means that there is still EUR 41,2 M available in the programme ERDF budget for the projects during the remaining period till the end of 2008.
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Priorities/Measures:
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In order to enable its partners to actively participate in the BSR INTERREG III B NP financed projects, Norway (a non EU country) provided EUR 6 M to the programme budget.  Therefore, the total support going to Norwegian partners from an EU Member State shall at no stage exceed the Norwegian contribution. 

It should be noted that the external funding (budget allocated from Tacis CBC programme for Russia and Belarus amounting in total to EUR 15 M for IIIA and IIIB priorities) for the years 2004-2006 is only indicative, as the European Parliament approves the budget on the yearly basis. The already approved 2004 budget amounts to EUR 4 M for IIIB priorities and EUR 2 M for IIIA South and North priorities. The external budget can be available for projects only after the Russian and Belarusian governments sign the relevant financial agreements. Unfortunately the external funding will not be available for projects submitted in the 7th application round (spring 2005), as the financial agreements have not been signed on time. However it might be possible that projects approved in the 7th application round that involve Russian/Belarusian partners will be allowed to apply for the external funding in Autumn 2005. For more information please refer to subsection 1.7 in this Manual. 

In case of the III A Priorities, a separate (first) application round was organized in Autumn 2004, however no funds have been committed yet for the IIIA priorities.

The member states contribute to Technical Assistance – the financing of the joint implementation – in proportion to their indicative share of total ERDF funding (see the table above).

b)

When applying for the BSR INTERREG III B funding the EU project partners will have to co-finance their activities.  Depending on their location, they will have to provide 25% of the eligible project costs if they are placed in the area covered by the Objective 1 programme and 50% if they are located elsewhere. The co-financing rate for the activities carried out by the Norwegian partners amounts to 30%, it means that the Norwegian partners will have to finance 70% of the project related costs from their own resources (Norwegian regional contribution). Depending on the availability of the Norwegian national funds in the programme, this rate can be a subject to possible changes in the future.
The national (own) contribution (in case of the EU MS cannot be exactly calculated ex ante) as well as public non eligible financing and private (non eligible) financing are also considered as a part of the BSR INTERREG III B total programme budget. More information concerning the requirements regarding the national co-financing is provided in section 2.4 of this Manual.

1.7. Sources of financing for project partners from ineligible countries covered by the Programme

1.7.1. EU programmes available for Russia and Belarus

Some support for Russian and Belarusian part of the joint project can be obtained using various programmes only for part of the activities to be done within INTERREG III B project e.g. SIDA (Swedish International Development Cooperation Agency) www.sida.se or Nordic Council of Ministers focusing on Baltic States and St. Petersburg www.nmr.lt or Swedish Institute for cooperation in research institutions www.si.se). Other sources of funding may come from national EU project partners, or bilateral aid schemes.

To facilitate the co-operation between the EU Member States and non-EU countries in the Programme region, travel and subsistence expenses of partners from Russia or Belarus can be eligible costs for an operation (project) when the meeting or seminar takes place in the EU/Norway and is part of an approved operation (project).  In such case the costs have to be covered by the eligible project partners.

1.7.2. The Neighbourhood Programme initiative 2004-2006 (NP) and the external element

On 1st July 2003 the European Commission introduced the concept of the Neighbourhood Programme (NP) for the period 2004-2006, “Paving the Way for a New Neighbourhood Instrument” (http://www.bsrinterreg.net/programme.html). The concept of the NP is to support the cross-border and transnational cooperation along the external borders of the EU in the framework of existing INTERREG programmes. 

The overall idea of the NP is to allow the joint projects (involving partners from the EU MS as well as partners from Russia/Belarus) to submit one application that will be jointly assessed and approved in regard to the project activities to be carried out on internal (EU) and external (Russia and Belarus) side of the border.

The BSR INTERREG III B Neighbourhood Programme documents have already been revised due to the enlargement and introduction of the Neighbourhood Programmes and approved in Autumn 2004. However the procedures regarding the implementation of the internal and the external element have not yet been fully harmonised and are still a subject to be discussed with the EC Delegations. It is expected that from the 8th call for project proposals (Autumn 2005) the projects will be maintained in the full framework of BSR INTERREG III B Neighbourhood Programme.

As there are probably going to be only two chances (Autumn 2005 and Spring 2006) in the current programming period to apply for the external funding, the remaining time should be rather used for development of projects for the new programming period 2007-2013. 
There will be no more Tacis CBC calls available in the future, as the Tacis budget is a part of the NP now. The activities of the Russian/Belarusian partners taking part in the joint projects submitted for the 7th round should be financed at the initial stage from the partner’s national (own) resources or available alternative funds (see the previous subsection). It might be possible that projects approved in the 7th application round that involve Russian/Belarusian partners will be allowed to apply for the external funding in Autumn 2005.

2. Baltic Sea Region INTERREG III B NP Projects

The chart below presents the project life cycle

2.1. Programme specific requirements for projects
The EU Community Initiative INTERREG was established to meet the demands of co-operation beyond national borders in the field of sustainable spatial and regional development. The success of transnational co-operation among partners in BSR within the framework of BSR INTERREG III B Neighbourhood Programme is determined by successful implementation of projects. The setup of each project (rationale, activities, partnership, budget, management structure, etc.) must reflect a high level of transnationality, should add to sustainable development, should be based on the implementation of a cross sectoral approach - thus contribute to development and implementation of more comprehensive policies and should fulfil EU equal opportunities policy. Therefore understanding of these terms as well as their role in the project preparation and implementation phases is crucial for quality of the project. This section is dedicated to explaining above-mentioned terms.

2.1.1. SPATIAL PLANNING AND SPATIAL DEVELOPMENT

Today, spatial development and planning involves aspects from a number of sectors that have an impact on spatial structures. Therefore, tackling spatially relevant problems in an INTERREG project means to implement a cross sectoral approach where these different aspects are equally addressed, including e.g. economic, transport, cultural and social policy. By taking into consideration the interdependencies between sector policies, better-balanced and more coherent effects on the territory can be achieved. This approach is reflected in the term proposed by spatial planners: spatial development. Spatial development is a process that is by nature based on the integration of activities, policies, legal instruments and measures (even integratively considering the impacts of such measures) that should lead to the improvement of the sustainable use of a given area. The most important aspect of the INTERREG programme is to work out frameworks for transformation and improvement of the functionality of the given area in BSR through the implementation of projects. Therefore if, for example, an output of a project will result in the improved accessibility of the city in focus or in the implementation of a river basin management plan, meaning that functions of both types of areas will be improved - then this project may be regarded as a contribution to spatial planning. A contribution to spatial planning is also visible when plans or planning procedures/political planning processes etc. are improved through project activities)

The process of planning itself is important in order to implement shared visions for a certain (transnational) area. Common interests and common understanding of objectives can help achieve planned results. Spatial planning is a means that institutions can use in order to develop spatial development concepts/plans/strategies that define the future vision for a territory across borders. These measures of spatial development are to comply with the overall visions and plans in the BSR (VASAB 2010, HELCOM, Baltic 21, Northern Dimension Action Plan(). Thus, transnational spatial planning contributes to harmonious and spatial cohesion across borders. It is based on principles of subsidiarity, participation and transparency. Spatial planning also contributes to the integration of sector and regional planning. For example, as sector policies tend to influence the development of a particular area spatial planning organises the functions in a territorial context as well as of spatial linkages between locations and thus creates (common) conditions for an economically, environmentally and socially balanced development.

2.1.2. TRANSNATIONALITY

There is no exact definition of the term transnationality given, but still one can easily understand what it means that the project is transnational: joint solving of common problems that leads to common outputs. This ‘definition’ entitles many implications: 

· problem should be common for authorities of different level (not only national governments) in a transnational context; 

· development of the project idea to the application form is driven by the consortium not only by one partner (opposite to the very often practice when idea owner works on the application and than fishing for ‘suitable’ partners); 

· project implementation is based on co-operation and participation of partners from all involved countries (opposite to work on individual one country-oriented subprojects);

· outputs of the project even if anchored in one place (especially when project is of pilot nature) after project performance are transferable to other partners’ regions;

· after the project end continuation of co-operation is foreseen and reasonable as such.

In the framework of the programme ‘transnational’ means:

· solving problems through transnational solutions, which contribute to development of whole or certain part of Baltic Sea Region. Transnational actions could be based on similar problems experienced by individual areas or partners, for example cities and regions located at the Baltic Sea coast face economic activities which decrease environmental quality of the coastal area exploring the potential of the whole BSR or certain part of the BSR

· co-operation set-up, with partners representing at least three countries around the Baltic Sea, whereof two contributing financially to the project and one being located in the Member State of European Union

· finding innovative ways of problems solving and innovative solutions throughout transnational co-operation

Projects that promote local solutions to local problems should rather focus on other programmes e.g. mainstream Structural Fund programmes that are managed by individual Member States.

The benefits from applying the transnational approach are manifold, such as building on already existing experience, (e.g. solving a problem with the solution tested and verified somewhere else), or better understanding of the neighbours leading to better cohesion of the Baltic Sea Region in the fields of economy, culture, nature development, tourism, education etc. All those features contribute to creating of a new value: an interlinked region of nations co-operating beyond the borders.

2.1.3. SUSTAINABLE DEVELOPMENT

Any human activity causes many and often not well recognized effects and impacts on the particular area. Sustainability means a compromise between economical, social and environmental pressures. In other words, it is the consensus between a need for economic development and preservation of environmental quality of particular area. For example a project that results in reconciliation of contradictory views, expectations and opportunities on the designation of the site or area expressed by different stakeholders follows the idea of sustainable development. On the other hand, if among the partners there are no contradictory expectations, the idea of sustainability may still be brought into force by implementing suitable measures (e.g. impact assessments: EIA, SEIA etc)  
How can your project contribute to sustainable development? Just think how many conflicts of interest can be avoided if you provide decision-makers with already tested solution for the problem you addressed in the project, how many natural and economical resources could be spared on account of your project’s results; or to what extent will your project use and further improve the concept of sustainability in practise, by means of environmental assessment tools.

2.1.4. CROSS SECTORAL APPROACH

Successful spatial and regional development actions need a comprehensive approach with participation of stakeholders from a wide area of expertise. They cannot be solved only by partners representing one specific sector, like land use planning or business and economy. This approach means that if aspects having an impact on spatial or regional development are to be equally addressed in a project, they should be reflected in the composition of the partnership or election of external consultants.

How you should implement this approach in your project? Consider what kind of information you may need in order to solve the problem addressed by your project and invite these partners to you consortium; think what implications may your results bring to other fields of activity and/or to natural resources and involve representatives of those sectors in your project. Consider also how much the success of your project depends on various sectoral policies and invite policy-makers either to your partnership or include them in a dedicated reference group, which would formulate opinions on the course of your project. 

It should be pointed out that the above described programme requirements and approaches are included in the evaluation criteria and are thoroughly checked during the quality assessment of the projects.

2.2. Project eligible activities

BSR INTERREG III B NP is a programme that provides financial support to “soft but investment-oriented” projects. Some examples of eligible actions include: 

· Transnational studies and promotion of spatial development concepts including for e.g. environmental and territorial impact assessment, regional and land use plans, technical and economic studies and expertise,

· Financing of structures which implement results gained through transnational investigations (e.g. regional development agencies),

· Concrete small-scale infrastructure investment (based on preparatory transnational investigations and studies, and being regarded as a first step towards larger investments),
· Marketing strategies based on the project results bridging the planning phase with market-oriented activities.
· Preparing and promoting integrated macroregional and sectoral strategies (concepts and action plans) with focus on their spatial impacts 

· Rehabilitating and maintaining in a creative way the landscapes degraded by human activities, focusing on derelict industrial land areas, arms conversion areas and areas threatened by agricultural abandonment
· Identifying, classifying and management of a Baltic network of green areas and wetlands as a part of the European Natura 2000 network and launching strategies and pilot projects for using these rural areas as spatial development potentials, adding spatial development dimension to the formal EU/HELCOM concepts like Natura 2000 or BSPA

2.2.1. Investments

In order to meet its targets, the programme is opened up for bigger (> 2 MEURO ERDF share) and more strategic projects with a higher investment share (at the moment only 6.5% of the committed programme funding is related to the small-scale investments with a programme target between 10% and 20%). Projects are allowed to raise the investment share in the project budget to up to 40 %. However owing to limited resources, only small-scale infrastructure investments are eligible under INTERREG IIIB. 

Small scale infrastructure might be exemplified with: information and innovation centres of transnational importance including soft- and hardware provisions, large computerised systems and ICT networks (e.g. a databank for Small and Medium size Enterprises in a network of cities), water management, thematic (tourist) routes, parts of buildings or building complexes (e.g. entrance premises) information centres for tourist purposes, booking centres, demonstration and pilot projects (e.g. on recovery, rehabilitation and quality improvement of damaged or degraded urban land). The programme will not provide any finance for large infrastructure investments (e.g. motorway or main road construction)
. 

In general, by their very nature the infrastructure investments have to be spatially located somewhere and it is usually in a single Member State.  Nevertheless small-scale infrastructure investments should still demonstrate concrete, visible and innovative results and preferably have a significant spatial impact in other countries
. Such investments should have a clear transnational benefit and relevance to as many partners involved in the project as possible. They should preferably form a pilot action with participation of several or all partners involved in the project. Such action should be carried out in a transnational manner, with a view to its innovative character
 benefiting other partners through cross-fertilisation or transfer of knowledge at certain/all stages (joint design, joint implementation, joint management/testing, demonstration of effects and shared use of the final output).
In case of investments planned in the project budget that seem to be of a purely local nature without transnational impact or relevance, the costs claimed for these investments cannot be justified by the overall transnational objective of the BSR INTERREG IIIB Programme. Examples of projects that are NOT transnational include:

· A selection of local projects only linked with each other by the need for EU funding, which could have been funded by national, regional or local money without the need for INTERREG support

· A series of local investments only related to each other through a vague thematic relationship or a very broad theme mentioned in a transnational document

· A series of individual pilots/investments for which there is only an ex-post exchange of experience and no joint implementation or cross-fertilisation.

Infrastructure expenditure cannot constitute the primary aim of a project but should rather form its integral part and clearly contribute to realizing the project’s objectives
. When developing the project it is not advisable to start with the infrastructure and then look for the transnational need! Moreover the investment should not be oriented to generate the revenue. In cases where the infrastructure project generates revenue, the rules described in Commission Regulation 1260/1999, Article 29 apply. In addition investments should be cost effective and demonstrate considerable value for money, in terms of the transnational spatial impact and relevance of the investments foreseen.
In all cases, partners involved in implementation of investments must be aware of the relevant EU rules (especially environmental, competition and public procurement rules).

2.3. Project partnership

2.3.1. Territoriality principle

As a general rule, partners receiving co-financing from the BSR INTERREG III B Programme (eligible project partners) must come from the EU Member States or Norway and be located in the eligible area established for the Programme
. 

Project partners coming from Russia and Belarus are entitled to participate in the BSR projects, but are not eligible to receive the ERDF funding. However it is planned that in the near future (probably already for the 8th call for proposals) an external fund that will be integrated in the system of the BSR INTERREG III B Neighbourhood Programme will be used to provide financing for the Russian/Belarusian partners involved in the joint projects. For now, to ease as much as possible the financial burden of the co-operation, travel and accommodation expenses of partners from Russia and Belarus are considered as eligible costs when the events (eg. meetings or seminars) take place on the EU territory and form a part of an approved project.  In this case the costs would have to be covered by the eligible project partners.

Please refer to the Neighbourhood Programme initiative section of this Manual for more information on financing Russian and Belarusian partners’ participation in the future projects. 

Norwegian partners can participate in the BSR INTERREG III B Neighbourhood Programme on equal terms as partners from the EU Member States. The Norwegian participation in the Programme is financed from Norwegian national funds and is co-financed by individual Norwegian partners. From the 5th round on, the co-financing from the INTERREG programme for Norwegian partners has been reduced from 50% to 30% of the total costs. It means that the Norwegian partners will have to finance 70% of the project related costs from their own resources (Norwegian regional contribution). Depending on the availability of the Norwegian national funds in the programme, this rate can still be a subject to possible changes in the future.
Norwegian partners do not have to send a separate application form to any Norwegian authorities for approval. Applications including Norwegian partners are assessed and approved according to the same principles as for the EU Member States.  The participation of Norwegian partners in BSR INTERREG III B projects is handled in the same way as for partners from EU Member States when it comes to project reporting and monitoring.  The BSR INTERREG III B Joint Secretariat is responsible for the administration and payment of the Norwegian national funds.

2.3.2. Legal Status

Not only the location but also a partner’s legal status is considered when assessing his eligibility to receive funding from the BSR INTERREG III B programme. The following types of organisations and institutions from the EU Member States and Norway are eligible to participate in a BSR INTERREG III B project:

1. National, regional and local public authorities

2. Public equivalent bodies

Public equivalent body means any legal body governed by public or private law

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

b. having legal personality, and

· 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.

Requirement “c” applies for Lead Partners only

Organisations without a legal personality (e.g. a loose union of cities) will not be deemed as eligible project partners. In order to participate in a project they shall either invite their members to act independently within the project or ask the hosting institution to act as a partner.

Only legal entities listed in the application form are eligible for funding and may report the costs.  No ‘umbrella’ kind of partnership structure (where one partner collects funding and represents other (hidden) partners) should be therefore applied. Also any subsidiaries/depended bodies with legal personality will not be eligible, unless listed in the project partnership.

Some typical examples of potentially eligible project partners in general include: national administration (ministries), governmental agencies and institutions, regional/local authorities and related institutions, maritime/river basin authorities, public transport service providers, civil protection bodies, technological or business innovation centers, development institutes or agencies, universities, research institutes, educational/training institutions, non governmental/non-profit interest organizations (international organisations, trade associations, chambers of commerce, associations of enterprises, environmental associations, cultural institutions, community-based, humanitarian or industrial organisations, etc.), foundations, media, etc.  In order to be eligible for funding the institutions have to fulfil the above-described requirements regarding the location as well as the legal status.
2.3.3. Structure of the Partnership - Lead Partner (LP)

Every project is led by a Lead Partner organisation. The LP serves as a contact point for the Joint Secretariat concerning the implementation of the project. The project Lead Partner handles the financial management and the coordination of the various partners taking part in the operation. The LP is financially and legally responsible to the Managing Authority for the whole project. It is responsible for progress on the project as far as its financial and physical execution is concerned, and in particular for ensuring the delivery of outputs and the ERDF funds paid to it by the Paying Authority. The LP is considered the final beneficiary in accordance with point “l” of article 9 of Council Regulation  (EC) No 1260/99. More information about the Lead Partner Principle can be found in the section on project management of this Manual.

Functional Lead Partner
The Lead Partner should come from the EU Member States or from Norway in order to be entitled to take full responsibility for the ERDF funding.  Therefore partners from Russia and Belarus may not be financial LPs. However they could take the role as a functional (technical) Lead Partners, meaning taking the responsibility for the management and co-ordination of the project. However, since they are not eligible for the programme funding, the financial liability has to stay with a formally appointed Lead Partner from an EU Member State or from Norway.  In these cases, according to Council Regulation (EC) 1260/1999, the final beneficiary for ERDF funds is the ERDF-LP. 

2.3.4. Ineligible project partners

As already explained, the expenditure incurred by external partners (located outside the programme area and coming from non EU Member State) cannot be considered as eligible to receive the ERDF funds from the programme. 

Subsequently project partners that do not match the requirements regarding the legal status (e.g. legal bodies owned by private persons, which have an industrial or commercial character and/or are profit-making) are welcome to participate and be active in the project as additional partners. The potential financial contribution from these partners could serve as an essential part of the ’total project budget’, i.e. be included in the total project budget as ‘non eligible financing (EU Member States, NO)’ (See Annex VI of the application form). The costs of these partners cannot be accounted for in the bookkeeping system of the BSR INTERREG III B project and will subsequently not be co-financed by the Programme (such partners have to finance their activities from own resources and are not entitled to generate ERDF funds).

Although profit-making partners from the private sector can be involved only as ineligible project partners (i.e. participate in a project with funding which will not generate the ERDF funding), they can still significantly benefit from transnational cooperation activities.  Based on similar experiences and common opportunities private companies should be able to find new business opportunities in co-operation with partners within the Baltic Sea Region. For example one of the main challenges for many small companies is to establish a wide and relevant network, making it possible to gain access and expand to the markets, import relevant new technology, buy advanced services or find competent personnel. Participation in the INTERREG financed operations can make those tasks much easier to be achieved.

On the other side the pubic-private partnership is encouraged since it helps to ensure a broad participation in the project to facilitate the exchange of information as well as the dissemination of the results (strengthens the durability and contributes to the development of more comprehensive development strategies). 

Therefore one of the priority criteria applied by the Steering Committee when selecting the project applications for financing from the BSR INTERREG III B Neighbourhood Programme is to check if the project includes partners from the private sector contributing financially
 to the total project budget. This criterion is to be considered as a general recommendation and not as an obligation. It is used only for prioritising the projects (in case two projects have the same degree of quality and maturity, the one eventually providing for private contribution will be preferred). Therefore a documented involvement of private partners in a BSR project is positively assessed in the selection process.

However, external bodies outside the eligible area as well as ineligible organisations may participate as sub-contractors to implement certain actions or activities within a project on the EU territory, under contract with an eligible project partner. In such case, however, the national and EU regulations on public procurement shall be fulfilled.  

2.3.5. The composition of the partnership

The minimum requirement at Programme level to ensure the eligibility of a project from the point of view of the partnership is that each project should benefit and involve at least three states in terms of content on the total project level, where at least two countries should be financial contributors and at least one being an EU Member State. This means that each project has to involve at least three project partners coming from three different countries on the total project level.  At least two of the partners in the total project consortium should contribute financially to the project. 

On the contrary no maximum limit of partners is fixed (however the technical capacity of the application form is 50 entries). The number of partners may considerably vary between the projects depending on the character of a project (e.g. problem tackled, the aimed objectives, the management capacity of the LP, etc.). However the project consortium should be comprised in a strategic manner well adapted to its purpose. The composition of the partnership and its various parts should reflect the strategic objectives of the project in that sense that it should be well adapted to fulfill the central objectives in an efficient and reliable way (eg. be as much as possible cross-sectoral or integrate partners from different levels – local, regional, national). The relevant profile and suitable number of partners in the consortium depends on the project and its thematic direction.  Therefore the LP should always reflect on the optimal number of partners to be involved in order to make its project more effective. A too small partnership could reduce the potential of the project but a too large partnership could cause significant organisational, communication and co-ordination problems and thus be cost ineffective. It is not the number, which makes partnership ideal. The most crucial factors should be rather: the expertise necessary for the project performance of the partners and field of professional activities relevant to their responsibilities in the project. 

The BSR INTERREG III B project should be seen as a common platform for the partners confronted with similar problems concerning planning in general. Similar transnational challenges (common problems but also common opportunities) should lead to joint development projects between relevant institutions in different participating countries. The origin of project is often like this: there is a problem, usually common one and there are people who need to find the solution. Both: the nature of the problem and the strength of this need have the impact on future partnership of the project. Nature will determine the sectors of necessary expertise as well as necessary competences (vertical dimension) of the partnership, while the need itself will imply commitment of partners to work on the project development. As it has been observed, the most crucial element of the project is establishment of proper and mature partnership. Proper composition of partnership must reflect all pre-conditions of INTERREG IIIB programme such as cross-sectorality, transnationality and sustainability as well as constitute the basis for proper project implementation. In order to apply a comprehensive cross-sectoral approach involvement of public, private and academic sector represented in the partnership is crucial. Public authorities will ensure proper anchoring of the project results, SMEs participation will add to regional economy development and by involvement of research and academic sector representatives your project can gain necessary/needed knowledge and expertise Such a three-dimensional constellation is known as a Triple Helix model. Public private partnership (PPP) and Triple Helix can be a successful means to ensure long lasting effect of your project results and really efficient long-term impacts. 

Finding the right partners is a time-consuming process – therefore it is better to start early! It might take several months to one year before the partnership will be fully operational. 

To find suitable partners abroad try to contact Pan-Baltic organizations, national INTERREG III B sub-committees and project partners from already running projects – they can provide help, use our website: www.bsrinterreg.net  to find contacts and search for interesting ideas and partners, contact the JS. 

Involve future project partners already in drafting and scheduling the project. First, this is the opportunity to incorporate ideas of all partners equally, thus ensuring a high level of commitment to the project meaning creating project ownership among them. Secondly, during this preparatory phase partners can test how the co-operation works before starting the actual INTERREG III B activities. If you get to know each other then, later on it will be only easier! 

The involvement and commitment of politicians is often crucial for translating the strategies worked out in your project into real actions or investments. Keep them informed about your project work and invite them to special events. 

Involve permanent staff from public administrations and institutions not only external consultants. It will help the project be really anchored in the regions and municipalities. Otherwise the project may develop strategies that are not recognized by the responsible decision-makers on the spot. In addition, involvement of permanent staff helps the network remain after closing the actual project activities. Nevertheless, external consultants can play an important role when special high professional knowledge and expertise is needed.

2.3.6. Partnership contracts

The project partners should give full support to the Lead Partner to allow for the successful implementation of the project. Therefore in order to secure the high quality and goal fulfilment of the project, it is strongly recommended to draw up a signed contract between the various actors in the partnership and the Lead Partner. Such document should formalise the division of the mutual responsibilities and rights of partners ensuring a smooth working mechanism. It should be therefore signed by all the project partners. It is recommended that such agreements are drafted in cooperation with professional legal advisers.
The commitments of the partners in the project consortiums might vary from project to project. For example the following elements could be included in such contracts as well as any other issues that concern the partnership:

· Defining the joint aims and responsibilities of the partners and their mutual obligations (financing, actions to be implemented, co-ordination of activities, management, audit of costs, etc.)

· Payments

· Handling of the changes in the project setup

· Financing of the project’s common costs (coordination, publicity, etc.)

· Distribution of resources

· Financial liability in case of discovered irregularities

· Duration of the project

· The calendar for the work

· The decision-making terms (steering committee, voting system …)

· Disputes and penalties

· Financial Management structure

· Reporting obligations and related deadlines to be met

· Working languages

· Physical or intellectual ownership of the outputs.

Apart from the financial obligations, the roles and responsibilities of the various partners should be agreed upon internally in the partnership. The operational structuring and responsibility for the different work-packages and for their administration is another thing that has to be considered. It is moreover of greatest importance that the regular input to the activity reports and financial reports is guaranteed and that this information will be transferred in time by the participants in the partnership to the Lead Partner. Therefore the project partners are free to foresee a clause in the partnership contract according to which the project partners have to transmit to the LP the necessary documents (certification of expenditure, financial and activity report of the project partner) by a fixed time (e.g. one month) before the LP has to submit the aggregated report to the JS.

There is no model partnership contract available. Therefore approved projects will have to develop such a document themselves, where the Subsidy Contract could serve as a basis. 
2.4. Project management

In order to run a project efficiently and to successfully reach the objectives, the project has to be managed and administered in an accurate and reliable way. The Lead Partner and the other partners must secure both an efficient strategic and operational management of the project. In addition to this they must establish effective project monitoring and financial systems so that the costs of the project and the outputs expected to be generated can be clearly identified and the propriety and regularity of all payments and handling of grant ensured. In particular such system must ensure that subsidy is not claimed from the Lead Partner/Secretariat until payment for eligible expenditure has been made by the partner (the liquidity of the project must be secured).

The Lead Partner should ensure that other project partners provide him with the necessary means
 and competence within the management structure of the project to carry out his responsibilities to the programme.
2.4.1. The Lead Partner Principle

The Baltic Sea Region INTERREG III B Neighbourhood Programme is based on the Lead Partner Principle
. Therefore each project has to appoint one Lead Partner who will be in charge of the operation and will bear a full financial and legal responsibility for the proper implementation of the entire project (including all partners) towards the Investitionsbank Schleswig-Holstein
. In particular the LP is responsible for
:

· setting up and maintaining an efficient and reliable project implementation, management and administration system (strategic, operational, financial), e.g.:

· securing an efficient use of the project’s resources;

· co-ordination of activities (division of tasks) among the involved partners and ensuring that these tasks are subsequently fulfilled;
· signing and submitting the Application Form to the Joint Secretariat 

· representing the project – continuous communication between the Programme (Secretariat) and the project partnership;
· signing the Subsidy Contract with the Managing Authority (thus undertaking the full financial and legal responsibility for the entire operation);
· proper reporting of activity related progress and financial follow-up to the Joint Secretariat;
· requesting and receiving payments, which will be then forwarded to the project partners;
· monitoring of the project expenditure, its eligibility
 and compliance with EU & national regulations;
· delivering project outputs described in the approved application form;
· producing of all documentary evidence required for audit and payments (maintaining a proper audit trail to partner level in accordance with Commission Regulation 438/2001 article 7).

The management of a transnational project is a time-consuming task requiring advanced project management skills. The administrative co-ordination includes both issues related to the thematic activities of the project and its different work packages as well as the purely administrative and financial management of the project and its accounts. Administrative capacity and know-how are equally needed to take the responsibility of a Lead Partner. Therefore the LP is free to appoint a project co-ordinator and a financial manager (another organisation within the partnership or an external expert) to assist him with the relevant tasks. The financial liability has however to stay with the formally appointed Lead Partner.

2.4.2. Operational project management

The project should appoint one project co-ordinator responsible for the overall activities of the project. This includes also the management of the various work packages. This person should be qualified to handle the thematic co-ordination of the project and thus being able to work as a driving force to the partnership and people around it in order to achieve the objectives laid down in the application. 

Professional financial management at project level is essential. The project should therefore appoint a financial manager being responsible for the accounts, a sound book-keeping system, the internal handling of the national co-financing and the ERDF/Norwegian national funds, controlling the audit trail, the eligibility of expenditure incurred, the overall financial control of the project and the six-months budget follow-ups. The financial manager should preferably work in close contact with the project co-ordinator in order to enable the project’s overall management.  

There are several options for financial management:

Entirely centralised: The Lead Partner has a complete overview of all incurred expenditure, pays all invoices (establishes a central point where all invoices are kept and registered) and is responsible for all book-keeping. This implies a common bank account for ERDF and match funding, a central book-keeping system and a central point for auditing.

Decentralised: Whilst the Lead Partner has a complete overview of all incurred expenditure by means of reporting, each partner pays its own invoices, keeps its own books for its part of the project and has its own part audited. The Lead Partner’s auditor verifies the Lead Partner’s part of the project and confirms that the other partners have been professionally audited in line with the relevant rules and regulations. For all projects, the Lead Partner must open a separate and specific bank account for the project into which all ERDF payments will be made. This will ensure that project funds are effectively monitored and managed and the account can be used by all partners to fund common project activities.
The experience shows that it is an extensive task to build up, maintain and phase out a transnational project of this kind. Therefore the positions of project co-ordinator and financial manager are crucial throughout the project period and their importance should not be underestimated. It is recommended to appoint a project co-ordinator with experience in management of transnational projects who could handle the challenges of dealing with different languages and cultures, and would enable the partnership to work together as a team. Also in order to make best use of the funds raised to the project, a professional financial management is essential.  The financial manager should be familiar with accountancy as well as with the handling of international transactions. As a consequence of the N+2 Rule
, it is also very important that the financial manager is able to set up reliable cash flow forecasts and control the incurred cash flows tightly. As English is the working language in all contacts with the Joint Secretariat, the project co-ordinator and the financial manager should have a high level of the English language both written and oral.

2.4.3. Strategic project management

The strategic project management is often rather complicated in terms of internal management and steering structures (steering committee, different work groups, transnational management groups and regional management groups). Such structures might give a good deal of accountability, but tend to slow down the process and drain many resources from the main partners. However in certain cases it is recommended that the project should establish at least a project steering committee, which shall be composed of all project participants. For example its tasks could be: to take decisions on major issues, to co-ordinate project activities, to settle disputes, approve project progress reports, control the correctness of procedures regarding the subcontracting of major tasks, etc.

It is important, that the budget for project management should be relevant and realistic in relation to the need for co-ordination (number of partners, number of countries, number of work-packages, degree of complexity etc).

2.5. Project budget

The Lead Partner Principle does moreover imply that the project sets up one project budget for all project partners involved, which in turn is divided in up to five work packages. This total BSR INTERREG III B project budget includes the actions of all involved partners.

The appropriate size of the project budget should amount between 0,3 – 4,0 MEURO ERDF funding. The average size of the projects approved in the first six rounds accounted for some EUR 1,0 M of ERDF funding. 

A project budget is composed of:

· BSR INTERREG III B funding for all eligible project partners (ERDF / Norwegian contributions)

· National co-funding of all partners financially involved in the project (partner’s own resources– eg. public funds at national, regional or local level)
2.5.1. BSR INTERREG III B NP Co-financing rate 

The BSR INTERREG III B NP funding will be matched with the co-financing from national project partners of the EU Member States/Norway. The general ERDF-funding rate for projects is up to 50% of the total eligible project budget. To encourage participation of project partners from areas which are eligible for Objective 1 funding
, the ERDF assistance can be increased to up to 75%.  

Objective 1
 areas in the BSR include:

· Poland, Lithuania, Latvia, Estonia – whole territory

· Germany: Brandenburg, Mecklenburg-Western Pomerania, East Berlin (transitional)

· Finland: East Finland, Central Finland (in part), North Finland (in part)
· Sweden: North-Central Sweden (in part), Central Norrland (in part), Upper Norrland (in part), North Eastern coast (special programme)
Fore more information please refer to:

http://www.europa.eu.int/comm/regional_policy/objective1/map_en.htm
Each partner requesting 75% funding from the BSR INTERREG III B Neighbourhood Programme has to be located in the Objective 1 area.  It is therefore the actual address of the partner’s organisation that is considered by the Secretariat when setting the co-financing rate for each partner.

From the 5th round on, the co-financing rate for the Norwegian partners has been set at 30%. It means that the Norwegian partners will have to finance 70% of the project related costs from their own resources (Norwegian regional contribution). Depending on the availability of the Norwegian national funds in the programme, this rate can still be a subject to possible changes in the future.

2.5.2. National funding

Each partner (depending on its location) that wants to generate the BSR INTERREG III B funding must provide a relevant own contribution to the project. The form of this contribution is regulated by Commission Regulation 448/2004. For a proper project budget planning, it is very important that the Lead Partner knows in what way/form (in cash, internal hours, in kind, etc.) each project partner will contribute to the project budget.

Project activities financed from the BSR INTERREG III B Neighbourhood Programme must not receive additional funding from any other community programmes
 except for financial instruments previously providing assistance to Non Member States (PHARE, ISPA, CARDS, SAPARD, TACIS etc.)
.  Irrespective of this restriction, clearly separated parts of the project may be co-financed by other EU programmes (e.g. mainstream SF programmes, Fifth RDT, E-Europe) provided these parts are not calculated within the eligible project costs under the BSR INTERREG III B NP project. Projects can also complement other, e.g. national funds.

Moreover, the partners must not use any EU funding (or own resources used to generate other EU funding) to co-finance their activities in the BSR INTERREG III B project. 

If any of the project partners is benefiting from any other EU financed programmes the clear division in the accounting system for different sources of financing should be ensured. 

Some countries offer different national programmes where project partners may apply for resources that could be used as their own financing.  Please contact the relevant ministries in your country for details.

2.5.3. Co-financing statements

All project partners that contribute financially to the BSR INTERREG III B project budget must confirm their total financial contribution to the project by signing a co-financing statement and attach this to the application. It is a legally binding statement saying that the partner is fully capable of participating in the project from a financial point of view and able to deliver the outputs required. The co-financing statement must be signed by a person entitled to make financial commitments on behalf of the organisation. It is assumed that each partner signing a co-financing statement is familiar with the application and accepts to be a partner in the project on the conditions described in the application.
Only the organisation specified in the co-financing statement and listed in the partnership of the project will be eligible to receive funding from the BSR programme. Any dependable organisations that have a legal personality will not be eligible, unless they are listed in the project’s partnership.
All project partners with financial commitments to the BSR INTERREG III B project budget have to sign this co-financing statement in the standard version provided for in the applicants’ package and attach this to the application. There are two kinds of co-financing statements available in the “applicant’s pack” section on the programme’s website. The first kind is to be used by the partners from the current Member States; the second by partners from Russia and Belarus. The wording in the standard co-financing statement may not be changed in any way. The figures in the co-financing statement must correspond to the figures given for each partner in Annex I of the application form.

An own budget means also beside own responsibility and own financing that the costs incur within the project partner organisation. Pure financing partners should be listed in the project application with zero contribution while the ‘beneficiary’ of those financial support should add such funds to it’s own budget and co-financing statement. Otherwise the reported expenditures by those purely financing partners might be considered as not eligible.

Please note that a project must have at least two financial partners as a minimum in the context of the ‘total project budget’. In cases where one of these partners comes from Russia or Belarus, and despite the fact that this partner does not apply for funding from the BSR INTERREG III B Programme, a co-financing statement of the financial contribution of this partner is compulsory.

The co-financing statements have to be attached to the application and sent in one single package to the Joint Secretariat at the last date for submission of the project application at the latest. Co-financing statements in the package could be presented as originals or facsimile copies. If a project is reapplying, the co-financing statements (if still valid) used previously are also acceptable.

One should keep in mind that acquiring the co-financing statements from the partners can be a lengthy process. It should be therefore considered when preparing the project application for submission.
Please note that the Lead Partner has to safeguard the duly implementation of the entire project. The budget presented here forms a contractual basis, i.e. its non-fulfilment might lead the Managing Authority to terminate the subsidy contract. Therefore it is advisable to only consider reliable co-financing statements and secured promises of grants.

2.6. Programme pro-activity in project generation and development and sources of information

The Joint Secretariat organises a variety of different events as well as provides different tools and instruments to help facilitate the project generation and development.

2.6.1. Project consultations with the pro-active team

The pro-active team is an advisory group consisting of Project Development Managers in the BSR INTEREG III B Joint Secretariat, based in Riga and Karlskrona. It is ready to assist project promoters in every stage of project (idea) development by means of personal consultations. These are performed upon request on an ad-hoc basis. In order to make an appointment, project promoters are encouraged to make their requests to a Project Development Manager in the offices in Karlskrona or Riga by e-mail or phone. 

2.6.2. Partner Search Forum (PSF)

As a part of the BSR INTERREG III B Neighbourhood Programme’s emphasis on a pro-active approach, the Joint Secretariat invites on a regular basis interested projects to the so-called Partner Search Forums. The Partner Search Forums aim at promoting prospective partners to present project ideas and to find partners associated to transnational co-operation in spatial planning and regional development in the Baltic Sea Region. At these Forums participants will also have the opportunity to meet and start up dialogues with programme stakeholders, as well as collect first hand information on funding options for joint projects.  The next PSF is planned to take place in Vilnus in May 2005. It is planned that the focus of the Forum will be put on Priority 3 (“Transnational and bilateral institution and capacity building in the Baltic Sea Region).

2.6.3. Project Idea Forms (subscribe)

The BSR INTEREG III B Joint Secretariat provides applicants with a tool to promote their project idea within the BSR and to facilitate the search for suitable and strategically relevant partners to the partnership. Future applicants are welcome to fill in the on-line Project Idea Form (PIF) on the BSR INTERREG III B website at  http://www.bsrinterreg.net/projects.html. This Project Idea Form will be published (if the applicant so wishes) on the Programme’s homepage as well as compiled in Project Idea Catalogues and distributed by the Joint Secretariat to disseminate the project ideas to the public and market them for potential project partners. The project promoters receive comments and recommendations from the Joint Secretariat regarding content and focus, management, partnership and budget in order to advance their ideas. In the same online section one can also subscribe for receiving information about newly published ideas, or search for certain project ideas of interest.

2.6.4. The Seed Money Facility

The purpose of the Seed Money Facility implemented in the Programme is to financially support projects in the early development phase. The instrument co-finances the approved Seed Money projects with 50%, yet with a maximum amount of EUR 10,000 ERDF.

The 7th Seed Money call for project proposals will be launched on 14th February 2005 and will be open for all measures of the programme. It is designed as an opportunity for project promoters to advance their ideas in an initial stage in order to prepare applications for the forthcoming 8th main call for BSR INTERREG III B NP projects in autumn 2005.
Further information on selection criteria for seed money and on all approved Seed Money projects can be found in the seed money section of the BSR INTERREG III B NP website on: http://www.bsrinterreg.net/projects.html. 

2.6.5. Individual Project Consultations

Once the project idea has been defined and the partnership established, a detailed consideration needs to be given as to how the project could apply for funding from the BSR INTERREG III B Programme. Therefore the Secretariat offers support to applicants providing instructions and specific recommendations on how to structure their concrete projects and correctly fill-in the Application Form.

In connection to each call for project proposals (please check the ‘What’s new’ section on the programme webpage for details) the Joint Secretariat organises a series of Individual Project Consultation (IPC) sessions to provide project developers with specific information on how their concrete projects could be advanced. The IPCs take place in Riga (LV), Karlskrona (SE) and Rostock (DE) for three days in each location. Each day there are five 1,5 hour lasting individual meetings with the project developers (preferably the Lead Applicant accompanied by project manager/coordinator and financial manager), where issues like project's strategic focus in relation to the CIP priorities/measures, development of the project rationale, project partnership, project budget set-up, project management structure etc. are discussed.

Please note that the IPCs are dedicated to potential applicants that are in the final stage of the project development process and intend to submit their applications for the forthcoming call for project proposals
.  

Good applications need to address a wide range of issues and the IPCs provide the opportunity to receive comments on the project idea’s strengths and weaknesses before the application will be submitted. However the participation in the IPCs can never provide a guarantee that a certain project will be approved by the Steering Committee, although it can increase its chances.

2.6.6. Other proactive measures

· Seminars, workshops, presentation of programme and project development issues in relation to different events

· Articles in the BSR INTERREG III B NP Newsletter dedicated to project idea development, guidance notes issued by the Joint Secretariat on the Programme website

· Events organised by authorities in MS (mainly new MS) devoted to promotion of the INTERREG initiative 

· Others

3. Submission of applications, assessment, decision procedure and contracting of the projects

3.1. Calls for proposals

The Joint Secretariat is responsible for the general management of the project application process, which will be processed by regular open calls for project proposals. It is envisaged that there will be two scheduled calls launched each year from 2001 to 2006 (planned). The dates on which calls for projects open and close are set by the Steering Committee and then published on the programme website.

In 2005 the 7th call for proposals has been launched 1 February 2005 and will be closed 7 March 2005. Please note, that this call is launched for BSR INTERREG III B Priorities only.  A separate call for the new cross-border cooperation (IIIA) priorities is foreseen to be launched later on this spring.  The deadline for the forthcoming 8th call is preliminarily scheduled for August/September 2005.  Detailed information about dates for opening of the calls as well as practical information related to this is available from the Secretariat or from the programme website at: http://www.bsrinterreg.net/toapply.html at least on three months prior to the launch of each call.

Seven calls have been launched so far.  The table below provides an overview.

	Round
	Launched
	Closed
	# of projects submitted
	SC decisions
	Projects contracted

	
	
	
	
	
	#
	ERDF

	1
	28.09.2001
	26.10.2001
	40
	17.12.2001
	6
	5,9 M

	2
	18.02.2002
	28.03.2002
	60
	29.05.2002
	21
	21.1 M

	3
	01.09.2002
	01.10.2002
	37
	17.12.2002
	16
	11.7 M

	4
	17.02.2003
	14.03.2003
	19
	02.06.2003
	6
	4.9 M

	5
	12.01.2004
	27.02.2004
	39
	04.06.2004
	19
	20.1 M

	6
	23.08.2004
	24.09.2004
	32
	09.12.2004
	15
	

	7(30)**
	01.02.2005
	07.03.2005
	
	03.06.2005
	
	

	
	
	
	
	
	
	

	8(24)**
	August 2005*
	Sept. 2005*
	
	Dec. 2005*
	
	

	9(18)**
	Feb. 2006*
	March 2006*
	
	June 2006*
	
	


*     planned

**  maximum duration in months
For the calls that will be launched in 2005/2006 (planned round 8 and 9) only projects lasting not longer than 24 and 18 months respectively will be accepted. In line with the pro-active approach to programme implementation, the Steering Committee may decide on special focus or requirements for individual calls.
3.2. The Applicants’ Package

Information about the application procedure and the requirements for applying to the BSR INTERREG III B Neighbourhood Programme is published on http://www.bsrinterreg.net/toapply.html. All documents relevant to project application can be found in the Applicants’ Package. A practical guide for filling in the application form is also included in the package, as well as a co-financing statement form compulsory for all partners contributing financially to the BSR INTERREG III B NP project budget. The practical information on how to fill in and submit the application form can be found in the Practical Guide and the application form itself and therefore will not be repeated here. It is strongly recommended that applicants read all of the information in the package and follow the advice given there before submitting applications.

The Applicants’ Package and its documents are updated in regard to each call for project applications.
3.3. Project evaluation and selection process

Within two working days upon arrival of the application in the Secretariat, the LP of each project will receive a relevant notification. All projects sent within the fixed deadline will be assessed following a standardised procedure on the exclusive basis of the information included in the Application Form.

Project selection will be based on:

1) Check of the formal requirements to secure the eligibility of the proposal according to the technical eligibility criteria.

2) Evaluation of the content of the proposal according to the quality assessment criteria.

3) Ranking of projects done by the Steering Committee when making the decisions according to the priority criteria.

It is the Joint Secretariat that carries out the technical eligibility check, quality assessment as well as provides the information on to what degree the projects fulfil the priority criteria used by the SC to prioritise and select the projects.

Project applications submitted for funding are required to meet the minimum eligibility criteria. Therefore they will first be formally checked by the Secretariat based on the compliance of the Application Forms with the following formal aspects:

· Submission of the proposal before the deadline,

· Completeness and correctness of the Application Form,

· Fulfilment of the basic eligibility criteria regarding the partnership in the project.

Projects have to fulfil all minimum technical requirements (see the checklist on the 2nd page of the application form).  Only projects that successfully pass the eligibility check will be subject to a further project evaluation and later on considered by the Steering Committee for funding.

Eligible project proposals will come to the next stage of the assessment. The Joint Secretariat will carry out the quality evaluation of the projects based on the quality assessment criteria. As the Programme Complement (Chapter 3b) states, quality assessment criteria refer to:

Project and partnership
–Coherence to programme objectives

–The approach and methodology

–The partnership

–The outcome

–The integration of overall objectives

–The durability of the outcome

Budget and finances
–The budget in relation to work-packages

–The investments in relation to the project rationale 

–The budget in relation to the partnership 

Management and promotion

–Strategic management

–Operational management

–Promotion strategy 

Please refer to the above-mentioned document for the detailed description of the quality assessment criteria.

The quality assessment is carried out by the JS with support of a group of four independent external experts, selected through an open tender procedure. Experts (representing different sectors and countries) demonstrate extensive professional experience and qualifications in the fields of regional development, spatial planning as well as project management and financial structure. The recommendations of the experts are used by the Secretariat when compiling the assessment reports to the SC.

The project proposals are grouped into 2 categories:

· Passed the quality assessment (recommendations for certain conditions for approval may be included); 

· Did not pass the quality assessment.

The result of project evaluation is presented to the Steering Committee in project assessment reports (separate for each project). An assessment report includes a detailed evaluation of the project’s strengths and weaknesses in relation to the selection criteria as outlined in the Programme Complement. In some cases conditions for project approvals as regards the budget, partnership, scope etc. are proposed. The reports include also recommendation for improvements for unsuccessful projects in case they would want to submit the application for the following rounds.

It is the members of the Steering Committee who make the final decision on whether a project will be rejected or approved for funding. The SC decides on project approval not only on the basis of the results of the quality evaluation but also applies the priority criteria for project ranking. If there are more project applications that pass the quality assessment than the programme budget allows for, the Steering Committee can use the priority criteria for selecting between project proposals.  In such case the following priority considerations are made:

· The project should lay ground for future investments;

· There should be financial involvement of: 

· partners from Russia and Belarus,

· regional and local partners,

· partners from the private sector,

· partners from at least three countries.

If some amendments in the project proposal are required for a formal approval, the Steering Committee might decide on a project’s approval under specific conditions. In such case, accordingly amended application with possible clarifications must be submitted to the JS within a given period for final approval of the SC Chairman. In some cases the JS may send requests for clarifications if additional information is required (eg. related to partnership, project action plan, etc.).
Immediately following the Steering Committee meeting, the Lead Applicant is informed about the Committee’s decision. A project may be either: a) approved, b) approved under conditions or c) rejected. The approved projects are informed of possible conditions for approval as well as provided instructions on how to proceed further. The letter sent to the unsuccessful projects contains reasons for rejection. The Lead Partner is responsible for communication with the other partners in the project.  
The successful applicants are invited to the Lead Partner Seminar that takes place in Rostock some 2-4 weeks after the SC decision was made. At the Seminar all the details as regards the procedures for implementation of the projects are explained.
3.4. The subsidy contract 

Only after all the conditions have been fulfilled, unclear issues explained and the project finally approved by the SC Chairman (if relevant), a subsidy contract can be signed between the Investitionsbank Schleswig-Holstein (acting as the Managing Authority) and the Lead Partner of the approved project. The contract sets down the obligations and rights of the contracting parties and constitutes the main agreement between the project and the Programme. The subsidy contract confirms the final commitment of the EU grants to each project and forms a legal and financial framework for the implementation of project activities.

The standard template version of the Subsidy Contract for BSR INTERREG III B projects is a part of the Applicant’s Package and can be downloaded from the programme’s website. It is important that before the application is submitted, the Lead Partner is made familiar with the issues regulated by the subsidy contract.

The flowchart on the next page provides an overview on the whole process of submission of applications, assessment, decision procedure and contracting of the projects.


	Formal check of the technical eligibility criteria by the JS.

See: Chapter 3a in the Programme Complement



	Evaluation of the quality assessment criteria with assistance of a group of independent experts (Assessment Team) => joint discussion and aggregated conclusion of each project’s main features.
Result of the quality assessment => passed/did not pass the quality assessment.

See: Chapter 3b in the Programme Complement

Compilation and submission of assessment reports (separately for each assessed project), conceptual overview and statistics to the Steering Committee



	Decision on project approval/rejection based on the (b) quality assessment and the (c) priority criteria


Phase 3:Evaluation of the priority criteriaby J

See: Chapter 3c in the Programme Complement



	JS submits to the applicants approval/rejection letters containing main arguments for the decision and possible conditions for approval.

Possible requests for clarifications/adjustments (investments, partners, objective 1 areas etc.) are sent to the successful projects.

Information seminar for the Lead Partners of the successful projects.

Upon satisfactory fulfilment of the conditions signing of the Subsidy Contract.




4. Project implementation

4.1. Date of approval, starting date, project period

Date of approval of project

The date of approval is the date when the Steering Committee approves the projects. This takes place twice a year since two calls a year are planned so far. 

Starting date of the project
The Lead Partner will be informed by the Joint Secretariat about the Steering Committee’s decision within a couple of days after the SC meeting. Projects approved without any conditions may start the implementation as soon as they receive the approval letter from the JS. However, it can happen that some projects may be approved under certain conditions, which will have to be fulfilled before the subsidy contract can be signed. In that case the JS will make individual recommendations to the projects on how they should further proceed with the project implementation. It should be noted that before the subsidy contract is signed, all and any costs occurred on the project are at the applicant’s own risk.
The date when the first costs are registered in the project’s bookkeeping system
 is the official starting date. Hence, the starting date is determined individually by each project. However the implementation should not start later than three months after the SC decision (which for the projects approved in the 7th application round is 4 September 2005). This date is important for calculating the end date of each project, as the project period may not last longer than specified in the approved application or more than 31 months
 in any case (for the details see the subsection below). The starting date has to be indicated by the auditor in the project's first progress report. Please note that eligible costs can incur only after the date of approval of the Steering Committee. In case when no costs occur within 3 months after the project’s approval, the last day of this three-month period (counted from the date of approval) will be considered as the project’s official starting date.

When setting the start date and planning the activities to be carried out in the first Milestone, possible delays in the start date of the project implementation that may occur should be taken into account and considered when the project proposal is prepared (i.a. the first milestone should not be overloaded with the activities). Experience shows that many projects do not start the activities according to the initial plans due to various reasons (e.g. conditions for the approval were set by the Steering Committee to be fulfilled by the project before the Subsidy Contract can be granted, or the partners cannot reach an agreement on the wording of the Partnership Contracts, etc.). 

Project period

The project period is understood as the duration of an approved project, which will cover the time between the official starting date and the official closing date. The project period in months is stated in the approved application form. Only costs incurred and paid during the project period can be considered as eligible for reimbursement. 

Each project has defined its set-up of work-packages and milestones when planning the time period needed for implementation. Counting from the starting date of the project, the project partners have committed themselves to implement the activities within the period stated in this set-up (number of months indicated in the approved application). Any change of the implementation schedules must be reported to the Joint Secretariat immediately.

Example

Approval of the project: 3 June 2005; project start: 20 August 2005; project period: 28 months.
	Approval date
	Project approved by the SC on 03.06.2005

(project expenditure becomes eligible)

	Project start
	20.08.2005

(first costs occurred; confirmed by the auditor)

	Project period
	28 months 

(see approved application, section 0.V. project duration)

	Project end
	20.12.2007

(no project expenditure will be eligible after this date
)

	Final report
	20.03.2008

(deadline for the submission of the project final report)


Please note that all programme activities have to be closed by the end of 2008. It means that all projects will have to be completed by end of 2007
. Therefore, the projects approved in 2006 must not last longer than some 18 months.

4.2. Project expenditures

4.2.1. Project costs

Only costs incurred, accounted and paid for within the eligible project period
 can be considered as project costs. If these costs are eligible for funding (see chapter 4.2.2 Eligibility rules) they can be reported and refunded. Costs incurred and paid before and after the approved project period are not eligible and therefore cannot be refunded (e.g. the preparation costs are not eligible). It should be noted that before the subsidy contract is signed, all and any costs occurred on the project are at the applicant’s own risk.
In general all project partners coming from EU Member States are entitled to receive up to 50% co-financing of the total eligible costs of the project. Partners coming from Objective 1 areas can get up to 75% of the total eligible costs co-financed by BSR INTERREG III B. From the 5th round on, the Norwegian project partners can receive up to 30% co-financing of their costs from the INTERREG programme. 

No expenditure can be reimbursed unless it is

· actually paid out by eligible partners and within the project period;
· related to the products or services that have actually been delivered

· included under a category of expenditure listed in the budget;

· directly linked to the approved budget (does not exceed the budget of certain partner, specific budget line or workpackage)

· directly related to the implementation of the project - justified by project activities described in the approved application

· related to operations that have been subject to Community rules throughout the period during which the expenditure was incurred
· not claimed before in this or any other EU financed programme

· supported by invoices or documented by accounting documents of similar value

· properly accounted, certified, audited and reported within the specified period by the responsible bodies to the Joint Secretariat.

Moreover, the general principles of efficiency, good value for money, economy, expediency and legality of all actions should apply for all these expenditures.
In addition to the above listed requirements, a number of more detailed community rules apply when the eligibility of expenditure is to be assessed.
4.2.2. Eligibility rules

The INTERREG III initiative is financed from the European Regional Development Fund (ERDF) and therefore all general rules concerning eligibility of expenditure regarding the structural funds are applicable. All projects implemented under the BSR INTERREG III B Neighbourhood Programme must comply with specific EU regulations and rules and in particular those applying to the ERDF such as:

· rules with regard to environment (e.g. Natura 2000);

· rules with regard to public procurement on services, supplies and works to be carried out under the project (incl. Directives 92/50/EEC, 93/36/EEC and 93/37/EEC and as amended by 97/52/EC and 93/38/EEC); 

· rules with regard to publicity on EU funding; 

· rules on competition;

· rules on equal opportunities.

Commission Regulation (EC) No 448/2004 as of 10 March 2004 lays down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards eligibility of expenditure of operations co-financed by the Structural Funds. The eligibility rules should be considered carefully before setting up the project budget and compiling the financial reports. The eligibility rules consist of twelve rules regulating:

1. Expenditure actually paid out (e.g. payments by final beneficiaries, proof of expenditure and subcontracting)

2. Accounting treatment of receipts

3. Financial and other charges and legal expenses (e.g. bank charges and accounts, legal fees for advise, notary fees, the costs of technical or financial expertise and accountancy or audit costs, fines and financial penalties)

4. Purchase of second-hand equipment

5. Purchase of land

6. Purchase of real estate

7. VAT and other taxes and charges

8. Venture capital and loan funds

9. Guarantee funds

10. Leasing

11. Costs incurred in managing and implementing the Structural Funds

12. Eligibility of operations depending on the location

Some of the above listed 12 rules are more relevant for BSR INTERREG III B Neighbourhood Programme than others, where some rules do not apply at all due to the programme focus and the INTERREG III guidelines. The most important and relevant for projects are the rules no. 1, 2, 3 and 7, whereas rules no. 4 and 10 might be relevant only in specific cases. 

The full text of the Commission Regulation (EC) No 448/2004 is included in the Applicants’ Package and can be downloaded at www.bsrinterreg.net.

It is important that the financial manager implements a system for controls of the eligibility of expenditure for the entire project and ensures that this system is clear for the auditor who will certify the eligibility of the incurred expenditure.

4.2.3. Horizontal categories of costs and relevant financial matters

VAT

The Value Added Tax (VAT) does not constitute eligible expenditure unless it is genuinely and definitively borne by the final beneficiary. VAT that is recoverable by whatever means cannot be considered eligible, even if it is not actually recovered by the final beneficiary. Costs presented in the project budget must be exclusive of VAT, unless the partner is unable to recover the VAT. In this case, the costs must include VAT. Project applicants are advised to consult Rule 7 of Regulation (EC) No 448/2004 and ensure that they comply with regulations regarding VAT.
It is the responsibility of the authorities designated in the Member States, and the Commission departments when on-the-spot checks are carried out, to check the justification for eligibility of the expenditure declared, and in particular any VAT included in it. Where doubts arise as to whether the VAT should be refunded, that part of the declared expenditure corresponding to the VAT is subsidised by the Funds only after analysis case by case. The public or private status of the final beneficiary does not have to be taken into consideration for the assessment of eligibility, but only the fact of whether he is liable for VAT. 

In the same way as for VAT, the other categories of levies, taxes or charges (in particular direct taxes and social contributions on wages) arising from Community financing constitute eligible costs if these taxes and charges are actually and definitively borne (and regardless of the fact that they contribute to the budget of the Member State). 

In kind contributions

Contribution in kind is defined in the EU Regulation (EC) No 448/2004, Rule No 1, 1.7. National part-financing (public or private) taking the following forms of an "in kind" contribution may be considered eligible under certain conditions:

· provision of land or real estate (not relevant under this programme);

· equipment or (raw) materials (not relevant under this programme); 

· research or professional activity or
· unpaid voluntary work (provided free of charge).

Conditions to be respected: 

· The provision of the "in kind" contribution must be agreed beforehand by the public body responsible for the measure.

· It must be in conformity with the general rules on eligibility, particularly when it concerns the purchase of land and building, and expenses of public administrations. 

· The amount certified by the final beneficiary which relates to the supply of "in kind" contributions must be evaluated and certified either using official scales drawn up by an independent authority, or by an independent professional third party (e.g.auditor).

· The Community contribution is limited to expenditure actually incurred (i.e. the total eligible cost net of the "in kind" contributions). 

· The evaluation of the cost of private voluntary work must be in conformity with the national rules establishing the calculation of labour cost per hour, day or week (legally approved standards, for example), where such rules exist. 

· N.B.: Private contribution in kind is excluded in the framework of financial engineering operations (guarantee funds and venture capital funds). 

To estimate a project partner’s in kind contribution, the replacement value of the goods that are brought into the project has to be calculated by an independent third body. The value of all such contributions should be assessed using either an accepted market value for materials or goods, or notional salary for individual’s time. The replacement value of voluntary work should be calculated according to indicative hourly rates.  
In EU-terminology, contribution in kind is briefly defined as a contribution, which cannot be proved with invoices.
Please note that the ERDF co-financing per partner cannot exceed the partner’s total expenditure minus his contribution in kind. Example: Given a Community part-financing rate of 50 % and a total eligible cost of 100 of which only 40 was expenditure actually incurred and 60 was supplied in kind. The theoretical Community assistance of 50 (50% x 100) would be limited to 40.

Internal hours (staff costs actually paid for) of project partners are not considered as contribution in kind. For that reason in practice in kind contributions do not play an important role in the financing of INTERREG III B projects.

All in-kind contribution in the project should be in detail specified in annex V.1 (‘Other costs and equipment’) of the application form. Only in-kind contribution presented there will form eligible expenditure of the project.  
Financial and other charges and legal expenses
Debit interest, charges for financial transactions, foreign exchange commissions and losses, and other purely financial expenses are not eligible for co-financing by the Structural Funds. However charges for transnational financial transactions within assistance under INTERREG III are eligible for co financing by the Structural Funds after deduction of interest received on payment on account.
Where co-financing by the Structural Funds requires the opening of a separate account or accounts (for implementing an operation), the bank charges for opening and administering the accounts, are eligible.

Legal fees for advice, notary fees, the costs of technical or financial expertise, and accountancy or audit costs are eligible if they are directly linked to the implementation of the project and are necessary for its preparation or implementation or, in the case of accounting or audit costs, if they relate to requirements by the managing authority (e.g. first level control).

Fines, financial penalties and expenses of litigation are not eligible.

Revenues

Revenue received by the project during its lifetime (e.g. attendance fees for workshops, sales revenue of brochures) reduces the amount of co-financing under the Structural Funds that is required for the operation in question. The income must be deducted from the operation’s eligible expenditure in its entirety or pro rata, depending on whether it was generated entirely or only in part by the co-financed operation.
Exchange rate

Eight different currencies are used in the nine eligible countries participating in the BSR INTERREG III B Programme. Therefore, the currency issue and how to deal with the exchange rate for partners located outside the Eurozone must be decided in the project. There are three options to choose from:

1. daily calculation (e.g. www.ecb.int) 

2. average rate (e.g. www.riksbank.se) 

3. fixed dates (e.g. 30.06 / 31.12)

Each project should establish a system and internal rules for using/calculating of the exchange rate. The Lead Partner must inform the Secretariat of the chosen option when submitting the first payment claim. Other options for calculating the exchange rate than defined above might be possible, but this has to be agreed with the Secretariat beforehand. The chosen option must be used for the entire project duration by all project partners involved in the project and the rate used for each payment claim must be checked by the auditor. Payments to Lead Partners will be made in Euros and expenditure have to be reported and will be monitored by the Secretariat in Euros.

Please note that any foreign exchange commissions and losses are not eligible for co-financing and have to be borne by the project.

4.2.4. The budget table and description of the budget lines (BLs)

The “BSR INTERREG III B project budget” is set up in Annex V.0 of the application form. The BSR INTERREG III B project budget includes costs related to the participation of Norwegian partners, but not the costs for the involvement of partners from Russia and Belarus as well as costs from non-eligible EU Member State partners (private money).

The budget is divided into seven budget lines (BLs), which in turn are split up in the project’s defined work-packages. The BLs to be filled are:
I. Project co-ordination and audit

II. Personnel (including OH-costs)

III. Meetings and dissemination

IV. Travel and accommodation 

V. External expertise 

VI. Other costs and equipment

VII. Small scale investments

BL I is related to the costs for the pure project co-ordination, while BLs II-VII are related directly to the project activities. 

I. Project co-ordination and audit

Costs for project co-ordination comprise administrative costs that accrue in relation to the overall management of the project. This BL is considered as cost centre, it may therefore include the following kinds of costs:

1. Personnel costs (including salary, tax, employer’s contribution for national social security purposes according to national regulations)
 for the project co-ordinator and the financial manager (if employed by any of the project partners).

2. Costs for the meetings of persons involved in the overall management and control of the project, e.g. steering groups, advisory groups or equal.

3. Costs for travel and accommodation of the project management.

4. Costs for external expertise if the tasks for the project co-ordinator and/or the financial manager will be subcontracted.

5. Costs for the financial auditing (carried out by either internal or external auditors) of the projects’ accounts in connection to the six months interval reports as well as the final report.

6. IT equipment to be used by the project management and other costs such as administrative costs for the central management of the project (e.g. legal fees, insurance fees, courier services, etc.).
The applicant will be asked in the application form to specify the costs budgeted for co-ordination according to the cost categories defined above.

The costs for project co-ordination and audit could preferably be divided between the work-packages and weighed in relation to the approximate need for co-ordination of each work-package. Please note that all costs for project co-ordination and audit must be budgeted in budget-line 1 and that no specific work-package for co-ordination purposes is allowed.
When creating the project budget, a lump sum for travel and accommodation in an amount of EUR 3 000 per year for the participation in different programme events of the BSR programme (Lead Partner seminar – it will normally take place within 2 weeks after the approval of the project, seminar for Financial Manager and Auditors – it will take place about 4-5 months after the approval, Quality Workshops, etc.) shall be added under this budget line (1.3). While the lump sums can be used when the project budget is planned, the real expenditure should be used when the costs are reported.
It should be noted that it is often (wrongly) assumed by the project partners that the Lead Partner’s responsibility is also to provide for the co-ordination costs of the project. It is therefore important, that it is clear to all project partners how the costs for project coordination will be covered. Each partner should know his share of contribution to the costs for project co-ordination and audit before the application is submitted.
II. Personnel (including OH-costs)

The following costs shall be budgeted in budget line 2. Personnel.

· The cost (salaries including tax) of staff directly engaged in the operation, where the applicant can clearly demonstrate that the personnel concerned is employed for additional tasks. They will be eligible providing they do not arise from the statutory responsibilities of the public authority or the public authority’s day-to-day management, monitoring and control tasks.
· Employer’s contribution for national social security purposes caused by salary costs related to the implementation of the operation.

· Depending on the level of detail of the accounting system, OH-costs could be included (e.g. indirect costs such as costs for office accommodation - electricity, rent
, insurance, fax, phone, photocopies, Internet fees, heating, water, etc.) calculated and charged to the project on a pro rata basis. The OH-costs must be reasonable, capable of verification and based on real costs (no flat rate can be used), which directly relate to the implementation of the operation co-financed. The eligibility of all cost items included in the calculation of the OH cost rate (in accordance with BSR INTERREG III B and EU guidelines and rules as well as with national regulations) has to be secured. The OH-costs should in this case be allocated pro rata to the operation according to a duly justified fair and equitable method and in accordance with generally recognised accounting standards.  

The reporting of OH-costs, as well as all other parts of the financial report, will be audited and confirmed by the appointed independent auditor. It is recommended that the project as far as possible budgets direct costs caused by the operation instead of budgeting OH-costs based on estimated flat rates. For these purposes the applicant can make use of the budget line 6 “Other costs and equipment”.
Personnel costs budgeted in this budget line could consist of either direct costs actually paid in cash by the project or the value of internal hours. The value of internal hours includes the costs of each involved employee’s salary, tax and employer’s contribution for national social security purposes taking into account the amount of time spent and the normal hourly and daily rate for the work carried out. The hours should be directly attributable to the relevant operation (project), be based on real expenditure and may not include a profit margin. This expenditure must be eligible according to the relevant rules and backed up by documentary evidence – refer also to rule 11, point 4, of Commission Regulation (EC) No 448/2004 as regards expenditure by public administrations relating to the execution of operations. These hours must be recorded and verified by an auditor in connection to the financial reports.  

Please note that if the expenditure is based on salaries or wages actually paid out, the expenditure is not regarded as contribution in kind but as cash contribution, which must be supported by specific documents.

The accounting system should permit the identification of real costs in relation to the project. It is therefore recommended that to document the costs to be reported, the personnel should use time sheets and pay slips according to the standards prevailing in a partner’s organisation. Preferably the staff should keep records about its contribution to the project, where the description of the work done should be detailed and specified.

Staff costs should constitute a realistic part of the project budget in relation to its aims, objectives and the number of partners involved. There are no upper limits as concerns a share of personnel costs in regard to the total eligible expenditure under the project. However the amount of own work in a project will be very scrupulously assessed in relation to the project activities and outputs and any unjustified imbalances will be questioned.

Staff costs for the project’s overall management and audit should be budgeted under BL1.  External staff must be budgeted under BL5 “External expertise” or BL 1.5 if related to audit.

Costs for subsistence daily allowances for travelling of the staff involved in the project should be budgeted under BL4 “Travel and accommodation” unless the national accounting standards require budgeting such expenditure as personnel costs. 

III. Meetings and dissemination

The following costs shall be budgeted in budget line 3. Meetings and dissemination.

· Costs related to organising and participating in meetings and seminars (e.g. rent of premises, catering, general transportation, rental of equipment, documents, translators and interpreters and meals if not covered by daily allowances).
· Costs related to all aspects of promotion and publications specific to the project (e.g. costs for design, editing, translation, printing and mailing of marketing materials, flyers, brochures and publications, targeted advertising campaigns, press conferences, design and maintenance of web page, project publicity and dissemination of project results).

The costs of event venues, catering, interpretation, brochure or leaflet publication, CD-ROMs and website design can all be included in this BL.
Please note that personnel costs (budget line 1 (project co-ordination and audit)) and 2 (personnel costs) as well as costs for travel and accommodation (budget line 4) in connection to meetings and seminars have to be budgeted separately in the respective budget lines.

Dissemination activities are eligible if they are in accordance with the Commission Regulation (EC) No 1159/2000 and were described in Section 8 of the approved application form. More details and guidance is given in chapter 5.1 in this Manual (Publicity and information activities). It is also recommended to download the JS guidelines for project publicity and information activities from the section ‘How to implement’ at www.bsrinterreg.net.

It should be noted that costs for travelling to and from meetings should be placed under BL4 ‘Travel and accommodation ‘.
The fees of trainers, speakers, facilitators should be mentioned under the “external expertise” header.

IV. Travel and accommodation 

The following costs shall be budgeted in budget line 4. Travel and accommodation.

Realistic costs for: 
· travel 

· accommodation
· subsistence allowances
related to project activities should be budgeted in this budget line. 

Travel costs must be directly related to and essential for the effective delivery of the project and cover economy class travel on public transport
. All tickets, invoices and receipts must be kept so that their eligibility can be checked and audited.
Costs for subsistence allowances in connection to travelling are to be placed under this heading. Daily allowances are paid to project staff or beneficiaries (e.g. trainees, participants in a study tour, etc.) who have to stay away from their usual place of residence for more than one day for the purpose of the project. Allowances are intended to cover meals and sundry expenses (such as tips, laundry, toiletries, etc.). Daily allowances shall not exceed the usual daily allowances in the public authorities of the respective Member State.
To facilitate the co-operation between the EU Member States and non-EU countries in the Programme region, travel and subsistence expenses of partners or participants from third countries outside the EU can be eligible costs for a project when the meeting or seminar takes place in the EU/Norway and is part of an approved project. Accordingly, it is not possible to co-finance costs for travel and accommodation for those partners or participants if the meeting is organised on non-EU (except for Norwegian) territory. 

The travel and subsistence expenses by partners and participants from EU Member States/Norway on parts of projects that take place in a third country and are vital for the success of the project as a whole are also eligible for ERDF assistance (BSR INTERREG III B co-financing).
In case of doubts/questions as regards the eligibility of travel costs to the third countries, the JS should be consulted before the actual costs incur. 

V. External expertise

The costs included in this BL should include all payments towards external bodies that realise a temporary and specific work in the frame of the project (e.g. subcontracting of external staff, speakers for workshops, trainers, web designer, studies, research, services, etc.
Applicants must ensure that external expert and consultant costs comply with all EU regulations, including public procurement, as the hiring of consultants is subject to public tender regulations. According to the EU directives on public procurement, which have been implemented by the EU Member States into national procurement law, a call for tender procedure is compulsory for contracts over a certain amount awarded by a public sector body (public supply, works or service contracts). At the level of each EU Member State, other rules may exist, and may be more binding, notably with regard to the amount of the contract, which requires the issuing of a call for tender. In any event, in the case of a project implemented with financial assistance from the European Union, the European rules must at least apply to all such contracts awarded within the framework of the project.
There is no maximum limit fixed for independent consultants or external experts (i.e. sub-contractors). Their work should be essential to the project and the costs should be economically reasonable, i.e. in accordance to the market prices. Only fees that correspond to standard rates in the consultant’s country of origin must be applied. The rates should also be set in relation to level of experience and expertise/competence.

Expenditure related to co-ordination or audit activities performed by external experts should be included under budget line 1.

The project partners financially contributing to the project must not subcontract
 each other to carry out project activities or project co-ordination. In this sense by subcontracting it is meant when one project partner (with eligible budget) contracts another partner (also with eligible budget) of the same project to carry out activities laid out in the approved project application, where the amount on the invoice does not necessary have to reflect the real costs paid by the contractor (e.g. profit margin may be included). Project partners not financially contributing to the project activities (without eligible budget) can participate in the tenders and can be subcontracted by financing project partners (generating ERDF) if all relevant public procurement rules, eligibility rules etc. have been observed.
VI. Other costs and equipment

· All other eligible project costs relevant to the operation which cannot be included under the previous categories and which are directly linked to project activities shall be budgeted in budget line 6. Other. If a project has not budgeted OH-costs for indirect costs, budget line 6. Others shall be used for the various direct costs that are directly caused by the project. 
· Costs for small-scale office and other technical equipment (e.g. acquisition of hardware and software, office furniture, etc.) that is used as a tool to reach the project objectives should be budgeted in this line. This includes the cost of items acquired by the project partnership for use only within the project, for example an additional computer.
The applicant should define the specific needs as regards the IT equipment when drafting the project. He will be asked to provide precise details of what is being budgeted as requested in Annex V.1 of the application form. Only costs specified and approved by the Steering Committee can be reported and co-financed. The listed equipment must be essential for the delivery of the project, used solely for that purpose and purchased from third parties within the relevant time period.  It should benefit not a concrete partner but the project (should enable the partner to contribute to the project). It is therefore important that the equipment should be purchased at the early stage of project implementation to maximise its contribution to the project. Unless duly justified, no equipment purchases will be allowed at the closing stage of the project. If the equipment is to be seen as project output (e.g. purchased to serve a broader public), such expenditure should be budgeted under BL7 ‘Small-scale investments’.
This BL should also include the detailed specification of all in-kind contribution in the project. Only in-kind contribution presented there will be considered as eligible expenditure of the project.  
VII. Small-scale investments

The BSR INTERREG III B Neighbourhood Programme can co-finance small scale physical infrastructure investments for pilot projects of transnational relevance that are in line with the Programme’s objectives
. The Interreg III Guidelines, Point 14, provides that "Owing to the limited financial resources, only small-scale can be taken into consideration. Motorway, main road construction and other similar infrastructures are excluded. The operation selected must also demonstrate concrete, visible and innovative results." Furthermore, it is possible to include relevant infrastructure investments in the project if they are financed by other funding sources.

Examples of small scale infrastructure investments might be: information and innovation centres of transnational importance including soft- and hardware provisions, ICT networks, water management, thematic (tourist) routes, parts of buildings or building complexes (like entrance premises), information centres for tourist purposes, booking centres, demonstration and pilot projects. The programme will not provide any finance for large infrastructure investments. The expenditure planned for the small-scale investments should preferably not exceed 40% of the project’s total eligible budget.

Small-scale infrastructure investments made within the framework of the project should be budgeted in budget line 7. The applicant is asked to specify these costs as requested in Annex V.2 of the application form. Only costs specified and approved by the Steering Committee can be reported and co-financed.

In case of purchase the subsidy for small-scale investments can be seen as an investment grant, meaning that costs for depreciation of the subsidised investment cannot be accounted for in the project’s bookkeeping reported to the Joint Secretariat! It is therefore not possible to report the costs of depreciation of the real estate or long-term equipment (whether new or second-hand) in respect of goods of which purchase was previously financed from the EU funds. Consequently, within the period of eligibility, depreciation is eligible as an alternative to purchase, in accordance with national fiscal and accountancy legislation or generally accepted accountancy practice. 

Operating costs for infrastructure investments are not eligible. It should be noted, that competition and public procurement law has to be observed when realising the investments.

More information regarding the investments has been included in subsection 2.1.1 of this Manual.

4.2.5. Sharing of the costs

Activities, goods and services that are useful and for the benefit of all project partners (e.g. project coordination) should be able to be paid for by all participating project partners. Therefore a project partner may share with other partners the costs arising from the implementation of planned activities. It means, that activities are implemented by one project partner (implementing partner) but partly financed by the partnership. The implementing partner is no subcontractor or subcontracting party since it shares only the actual (real) expenditure arisen from the implementation of activities (acts not profit-oriented). The implementing partner can either carry out the work itself (e.g. the carrying out of the transnational project management by the personnel employed by the LP institution) or outsource it (e.g. preparation of a study by an external expert that is contracted by a PP on behalf of the whole partnership).  Activities that will be outsourced by one project participant on behalf of the others have to be tendered according to its national rules on public procurement.

It is important to clarify the issue of which costs will be shared and by what partners in order to be able to properly construct the project budget.

The activities for which the costs will be shared (especially the financing aspect of their implementation) can be described in detail in the Partnership Agreement and monitored by the project steering group. Such activities shall be implemented by the implementing partner in accordance with EU and national rules, the indications given in the Application Form and the guidelines agreed within the partnership. 

The implementing partner shall provide the LP with the necessary information for the preparation of the activity report, in particular the separate auditor’s certification for all the expenditure related to implementation of financially shared activities
, as well as financial model for the division of costs between the relevant partners. The LP will be then responsible for adding the relevant shares of the costs for financially shared activities to the costs reported by relevant partners according to the breakdown indicated in the financial model. It is important that the LP establishes a system that will prevent the double reporting of the shared costs.

4.3. Project reporting – project progress reports

The project’s progress is monitored by the Joint Secretariat. The central aim of the project monitoring is to evaluate the project’s achievements by comparing the project’s planned activities (described in the work-packages of the approved application) with activities completed in relation to financial resources applied. The JS can therefore ensure that the schedule given in the application is being maintained.

Throughout its lifetime the project has to submit to the JS regular progress reports about the activities it has undertaken and the money that it has spent. 
Progress reports consist of:

· an activity report, depicting the project's outcome related to its planned work-packages;

· an audited financial report, providing information about allocated costs during the reporting period related to the activities carried out during the reporting period in question.

Payments of the BSR INTERREG III B grants are based on the project progress reports.

4.3.1. Reporting periods

Applicants are asked in the application form to plan the activities and the expenditure in time according to 6 milestones. Regular reporting periods always correspond to the respective milestones and cover a period of 6 months (always January - June and July - December). However there might be certain deviations from this rule as regards the periods covered by the first and the final report.

The first milestone for the projects approved during the spring round ends on 31 December and on 30 June for projects approved during the autumn round. As the projects are approved at the SC meetings that usually take place in June and in December
 and the regular reporting periods start in July and January, the first milestone (and therefore the first reporting period) can cover up to 7 months. On the other side, the projects are required to start their activities not later than 3 months after the SC approval and therefore the first reporting period should cover at least 4 months (see the example in the next section of this manual).

Also the reporting period for the final report may be longer or shorter than 6 months
. In case the activities in the final milestone last less than 3 months, they could be reported together with the activities from the previous milestone. In other words, it is possible to extend the reporting period for the final report, if the closing date would require an additional 1-3 months report (see the example in the next section of this manual).

4.3.2. Submission

The progress reports cover the expenditure and activities of all of the partners involved in the operation. It is the Lead Partner’s responsibility to merge the information provided by the project partners into a single progress report and submit it in due time to the Secretariat. It is up to the Lead Partners how they plan to collect the data for the report
. 

The progress report should be submitted every six months to the Joint Secretariat. Fixed deadlines for reporting are 1 March and 1 September. The final report should be submitted not later than 3 months after the completion of project activities. If projects do not meet these requirements no guarantees can be given that the report neither will be processed, nor will be followed by a payment.

When reporting, the pre-filled forms provided by the Secretariat, which are also available as empty templates on the programme’s homepage, must be used. The original signed progress reports must be sent in paper form to the BSR INTERREG III B Joint Secretariat, Grubenstrasse 20, 18055 Rostock / Germany. An electronic version of the progress report has to be sent in due time to report@bsrinterreg.net.

	Example: 

Approval of the project:
09 December 2005;

Project start:

           15 February 2005;

Project period:

           31 months;

Project end:

          14 September 2007.

The first progress report has to be submitted by 1 September 2005 at the latest. The first report has to cover the time from the starting date 15 February 2005 till 30 June 2005. The second report will then run from 1 July 2005 till 31 December 2005 and so on. The deadline for the final report is 14 December 2007 (Project end: 14 September 2007 + 3 months time for submitting the final report). The final report has to cover the period from 1 July 2007 till 14 September 2007 but it is also possible to report from 1 January 2007 till 14 September 2007 in order to save time and costs for preparing one additional report.

Milestone 1 (first reporting period – 4.5 months)

15.02.2005 – 30.06.2005

Deadline for submission of the first report


01.09.2005

Milestone 6 (last reporting period – 8.5 months) or

(6 months) plus

(2.5 months)

01.01.2007 – 14.09.2007

01.01.2007 – 31.06.2007 

01.07.2007 – 14.09.2007 

Deadline for submission of the final report


14.12.2007




4.3.3. The activity report

The milestones of each work package are described in Annex III.0-5 of the application form. This depiction of planned milestones serves as a base line when it comes to the monitoring of achieved milestones. Accordingly, the activity report is based on the information given in the set-up of work packages and milestones in the application form. 

The Lead Partner provides the Joint Secretariat with information about the fulfilment of planned main activities and major outputs, as well as accumulated results deriving from the various work packages. Outputs should be understood as the immediate products of a project’s activities. They are tangible goods and services that the activities produce e.g. reports, written concepts, policy tools, strategies, new products, websites, databases, seminars or training sessions. Results are the immediate effects of the project/work package on the direct beneficiaries. They describe the (positive) changes achieved e.g. improvement in capacity or performance of partners/beneficiaries, enlargement or strengthening of networks, improvement in traffic connections, changes of behaviour, creating a new best practice, transfer of best practices from one region to another, development of a joint project between two regions, improvement of tourism infrastructure or services. If the project defined result indicators
 for measuring its results in the application form, these indicators should be used when reporting the results achieved. 


In addition the Lead Partner is asked in the activity report to describe the main co-ordination activities (e.g. partnership contracts, organisational arrangements, meetings) that have taken place during the reporting period. The Joint Secretariat must also be informed of major changes on the project conditions (e.g. partnership, changes of key persons, schedules etc.) as early as possible in order to take the necessary measures. Furthermore, the projects are asked to provide a short description of the project and its achievements to be published on BSR INTERREG III B webpage. 

4.3.4. The financial report

The financial report provides information about the allocated costs per work-package and budget line for the actual reporting period. Also expenditures spent under BL 6 and 7 have to be reported separately. The Norwegian share of total costs has to be indicated in those projects where Norwegian partners participate. In addition to this, specifications of the costs shall be given on partner level. An indicative financial table shall be filled in showing the reported costs related to the used financial sources of the project, i.e. the amount of non-eligible national co-financing, the Tacis project and national funds coming from Russia and Belarus. The currency used in the financial reports is Euro.

The financial report should include all costs that have been paid during the reported period. Costs not accounted for, or costs not reported back to the Joint Secretariat in time, cannot be subsidised. The financial reports are checked against the budget plans approved by the Steering Committee. 

It is important that the deadlines set for project expenditure in the application are met. All projects not meeting their annual spending targets as described risk having parts of their grant decommitted
.

4.3.5. Auditing

The financial control of the projects is executed on two levels: 

· The first level control checks all invoices and activities of the project partners including the Lead Partner and is carried out in relation to each project progress report. It is a compulsory audit that has to cover 100 % of the total eligible project expenditure. It is the project’s responsibility to organise and finance it.

· The second level control covers structures and procedures on programme and project level. It includes Member State random sample checks covering the whole programme, where at least 5% of the programme costs will be examined this way.
There are also further controls, e.g. Member State controls at the Secretariat’s request, European Commission controls, European/National Court of Auditors checks, etc.

4.3.5.1. First level control

The project progress report submitted to the Secretariat by the Lead Partner must be audited by a fully qualified and authorised auditor either internally, by an auditor from a functionally independent organisational unit within the Lead Partner organisation (i.e. not by the project’s Financial Manager), or externally
. It is important that all expenditure must be audited either on project level (by the auditor of the Lead Partner) or at individual partner level (by project partner auditor’s). The following auditing procedure should be followed in connection with handing in the progress reports: 

1. The progress reports include two parts: activity report and financial report. The Lead Partner draws up both reports on the basis of standard forms covering all project partners. The Lead Partner summarises the invoices on project level (original receipts or accounting documents of equivalent probative value) and presents the documentation to the relevant auditor accompanied by the corresponding progress report. The Secretariat does not expect copies of bills and invoices to be sent together with the report
 but requires that the appointed project auditor checks and certifies the documentation. All expenditures have to be paid in the reporting period concerned. 

2. The Lead Partner nominates an auditor who undertakes the auditing of the total project and certifies the eligibility of expenditure included in each report by checking the validity and correctness of the invoices and that the expenditures are in line with the approved application and EC-Regulations. Finally, the auditor declares the proper use of funds by a "Confirmation by an independent auditor". The confirmation also confirms the disbursement of the national pro rata co-financing. In case a project has a decentralised management system, at individual partner level, the partner auditor could check all invoices. In turn, the Lead Partner’s auditor should check all Lead Partner invoices and the audit reports submitted by the individual partners.
3. The Joint Secretariat (Financial Management unit) checks if the auditing was properly done and confirmed and if the requested amounts are within the budget lines of the approved application. The Joint Secretariat undertakes plausibility checks comparing the project expenses with the corresponding project activities or project framework respectively. If necessary, unclear issues arising from the check of activity and financial reports are resolved through requests for clarifications sent by email to the Lead Partners of the relevant projects.

Confirmation by an independent auditor
The confirmation of an independent auditor has to be part of the progress report, verifying the accuracy and compliance with relevant EC regulations and programme specific rules on budget and finances. The auditor must:

· not be involved in the decision-making or management and control processes related to the project 
· be independent from the project finances
· not be involved in the implementation of the actions audited
· be functionally independent from the organisational unit, where the project activities are carried out/managed/financed (e.g. not be subject to instructions from the Lead Partner or the partnership)
· be qualified in accounting, have sufficient EU programme auditing experience and be familiar with EU rules and regulations 
.

Please note that any auditor is only authorised to perform checks within the limits of the territory of the country where he/she or the employing company operates.

It is recommended to use external certified auditors, who are experienced in auditing of EU-funded projects.

Issues to be checked by an auditor

1. The reality of "deliverables" (services, works, supplies, etc.) against plans, invoices, acceptance documents, experts' reports, etc., and, where appropriate, on the spot. 

2. The observance of conditions of grant approval (Approval Letter and Subsidy Contract). 

3. The eligibility of amounts claimed (Commission Regulation (EC) No 448/2004) and the correctness of the financial report. 

4. The adequate follow-up of all outstanding/open questions before acceptance of claim. 

5. The existence and maintenance of an adequate and reliable accounting system and the follow up of the audit trail (Commission Regulation (EC) 438/2001, Annex I) at all levels within the project. 
6. During the reporting period covered by this report the first costs have been paid on ___________ (date) and the last costs have been paid on ___________ (date).  In the case of the first progress report, the first costs incurred on ___________ (date).

7. For this financial report the total paid expenditure amounts to € _________________ .

8. The project management set up has been established as described in the project application (Point 10). 

The auditor confirms also that she/he is independent from the project and has observed all relevant national auditing standards.

The guidelines for the auditors can be downloaded from the programme website, section ‘How to implement’.

4.3.5.2. Second level control and other possible audits

Apart from the regular audit of independent auditors ensuring the proper use of ERDF funds at the six-months level, all interventions funded from the EU Structural Funds are subject to 5% controls performed by national auditing institutions. This means that within the BSR INTERREG III B Neighbourhood Programme at least 5% of the Programme's total eligible budget will be selected for such controls. It is a random selection based on a risk analysis and is carried out on a programme level. 

Moreover, sample checks on projects’ accounts will be carried out at even intervals. The responsible auditing bodies of the EU and, within their responsibility, the auditing bodies of the participating EU Member States or other national public auditing bodies, are entitled to audit the proper use of funds on the project level. 

All the partners involved in the project selected for controls must facilitate all audit and control activities that might be performed at the initiative of the States, the European Commission or the programme management structures. The Lead Partner is especially obliged to cooperate with the auditing bodies by producing all documents for the audit, providing necessary information and giving 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 project for a minimum period of three years after the final payment of the ERDF to the BSR INTERREG III B Neighbourhood Programme which could take place as late as in 2009/10.

4.3.6. Management of integrated projects

Integrated projects, meaning projects co-financed by different EU programmes (e.g. Tacis), need separate administration and monitoring even if the project per definition is designed as one joint operation. The administrative procedures of the different programmes might differ individually and should therefore be carefully considered by the project partners when budgeting the project as well as introducing administrative procedures for reporting. The projects are to be treated as separate administrative units despite the fact that they operationally deal with common interests and activities.

Please note, that the reports to the BSR INTERREG III B NP Secretariat include indicative figures about non-EU partners’ financial involvement in joint project activities if applicable.

4.3.7. Payment of subsidy

No advance payments are made in the INTERREG III B Programme. The Lead Partner may only request payments by providing proof of progress as described in the action plan (set of work packages and milestones), which is part of the approved application. Therefore, the LP has to submit a progress report for the last (6-month) reporting period to the Secretariat. 
After the Financial Management unit of the JS has checked the progress report, clarified all questions clarified and approved the report, it informs the Investitionsbank Schleswig-Holstein, acting as Paying Authority, that payments can be affected in accordance with the subsidy contract.

Prior to the transfer of payments the Paying Authority will carry out checks to satisfy itself that the final beneficiary is entitled to receive fund, that the data of payment claim and payment order match, and that the cumulated amounts claimed do not exceed the total budget.

After all checks have been carried out without leading to any objection, the Paying Authority transfers the BSR INTERREG III B NP subsidy requested in one sum in Euro directly to the account indicated by the Lead Partner (to the bank account stated in Annex I of the application form). The LP is then responsible for internal allocation or further disbursement of grants to the project partners.

It may take even a couple of months from the submission of a progress report to the Secretariat until the funds arrive on the LP´s account. This fact should be considered in the project’s liquidity planning.  

To ensure a fast transfer of money, the Lead Partner is kindly asked to indicate in its payment request as much detail as possible regarding the bank and account information. It should include the international S.W.I.F.T. code of its bank as well as the international IBAN code for the account. Depending on which currency the cash account is kept (Euro or national currency), the corresponding exchange will be done by the Lead Partner’s local bank. If there is an exchange risk it has to be borne by the Lead Partner. Changes in the bank information should be submitted together with the progress report as a written statement about the change and the reasons for it.

The Lead Partner will be informed about the payment via e-mail in advance. It will take 1-2 weeks before the payment will be on the project’s account. The Lead Partner is then responsible for internal allocation or further disbursement of grants to the project partners. The installation of separate (sub-) accounts for the financial transactions related with the project by LP and project partners is obligatory. If this is not possible the LP and PP have to find another way to secure that any expenses and incomes related to the project are traceable at any time.

The chart below shows an example of cash flow and reporting in a decentralised Lead Partner model.


Council Regulation (EC) No. 1260/1999 implies that the final payment 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 Commission, and after the Member States have sent the statement on winding up the assistance to the Commission.

In relation to the above, the last 5% of the project’s approved ERDF funds might be transferred to the Lead Partner only after the final payment to the programme funds has been received by the Paying Authority, i.e. as late as end 2010. Since the Norwegian national co-financing is part of the BSR INTERREG III B grants the 5% rule is applying for Norwegian funds as well. Due to the early stage of the implementation of the programme the implementation of the 5% reservation is not scheduled yet. All projects running and finalising before mid of 2006 can expect full payments. Changes will be communicated to the projects concerned as soon as new information is available or financial measures have to be taken. 

4.3.8. Irregularities

The legal framework for reporting irregularities is Commission Regulation (EC) No. 1681/1994. Each quarter, Member States are responsible for reporting irregularities to the Anti-Fraud Office of the European Commission (OLAF).
Irregularities can be identified in several ways:

· By the Lead Partner or one of the partners

· By internal or external auditors

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

· By the Managing Authority or Paying Authority

· By the Member State’s National Authority whilst auditing the project

The definition of ‘irregularity’ in Structural Funds terms is very wide and includes any administrative or financial mismanagement that comes about either by act or by omission, whether or not there is an actual loss of funds. The definition given in Article 1 of Council Regulation (EC, Euratom) No. 2988/1995 states:

“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 (EC) No. 1260/1999, Commission Regulation (EC) No. 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 of irregularities include:

· An incorrectly calculated payment claim received by the Secretariat which is corrected before payment is made.
· Evidence that indicates items of ineligible expenditure have been included in the calculation of ERDF grant previously claimed and paid.
· Evidence that a project has failed to implement the European Commission’s requirements on publicity.
· Evidence that a project has failed to make progress in the delivery of the agreed outputs and/or results for which the ERDF grant was awarded.
· Evidence that the partnership has not set up adequate systems to control and monitor the ERDF grant awarded to projects.
4.4. Changes in the approved project set up 
By signing the Subsidy Contract the Lead Partner is obliged to implement the project as described in the approved application. However during the lifecycle of a project, it can occur that some modifications have to be made. The principle applied in such matters is that the Lead Partner has to send an official request for the changes to the Joint Secretariat. Major changes in project budget, partnership, implementation period or content are seen as exceptions and will be approved only in well-justified cases. Changes may also have consequences such as reduction of the project budget. 

Budget changes

In well-justified cases the Lead Partner is allowed to apply for re-allocation of up to 20% of the total eligible costs (eligible BSR INTERREG III B project budget) from one budget line to another once during the project period. A ‘request form’ has to be filled in to specify the request for the changes and to give a proper justification. Applications have to be sent to the Joint Secretariat in advance. The reallocation will be possible and run into force only after a written approval from the Steering Committee / Managing Authority / Joint Secretariat is granted. The Managing Authority / Joint Secretariat can approve requests for reallocation up to a certain extent where the basic features of the approved application are not altered. The Steering Committee approval is needed in all other cases.

The content and outcome of the project and work packages cannot be changed, which means that budget reallocation can be done only in order to achieve the planned outcome and results in a more efficient and suitable way. 

	Example of budget re-allocation:

	 
	 
	 
	Original 
	 
	Revised

	Budget lines
	WP X
	Re-allocation
	WP X

	1
	Project co-ordination
	100
	plus 200
	300

	2
	Personnel (incl. OH)
	200
	 
	200

	3
	Meetings and dissemination
	200
	plus 100
	300

	4
	Travel and accommodation
	300
	plus 100
	400

	5
	External expertise
	300
	 
	300

	6
	Other costs and equipment 
	300
	minus 200
	100

	7
	Small scale investments
	600
	minus 200
	400

	TOTAL
	2,000
	0
	2,000

	 
	 
	 
	 
	 
	 

	Maximum amount to be re-allocated
	400
	 

	(20% of 2.000 = 400)
	 
	 
	 
	 


 There are some restrictions
 to the possible changes: 

· it is not possible to exceed the BSR INTERREG III B grant or the total eligible BSR INTERREG III B NP budget committed to a project

· it is not possible to go below the minimum national co-financing rate that was set for each partner (eg: 25%, 50%, 70%, 80%, etc.) 

· it is not possible to re-allocate money from one project to another 

· it is not possible to re-allocate money from one partner to another (unless the partners share the costs)

At the moment changes in the:

· partnership setup (e.g. partners dropping out or taking on board new partners), 

· project action plan (e.g. implementation of additional activities/investments, cancelling/postponing planned activities, etc.)

· project implementation period (e.g. extension of the duration of activities)

are handled on the individual basis. There are no standard procedures as the above listed changes are seen as an exception.

4.5. Closing of the project

All projects should close their project activities within the time-frame (project period) stated in the approved application, considering the date of project approval of the Steering Committee as earliest starting date of project activities. Projects have to submit the final report within three months after completion of the project.

The final report should be composed as previous reports, hence with no changes as such in regard of content or structure itself. However the projects will be asked to deliver additional information in form of 2 separate annexes to the activity report regarding especially:

· overall outputs and results of the project

· follow-up activities 

· project implementation experiences

It is important that all costs up to the date for finalisation are included in the final report, as there are no possibilities to report potential costs for closure of the project afterwards. All costs that are to be reported to the Joint Secretariat must have incurred and been paid (“gone from the bank account”) within the approved time frame (project period) of the project. This implies that costs for closing the project (e.g. auditing of last report) have to be incurred and paid within this period.

It should be noted, that subsection 4.3.7 of this Manual includes important information regarding the final payment to the projects.

4.6. Support to project implementation

The Joint Secretariat organises a variety of different events as well as provides different tools and instruments not only to help facilitate the project generation and development but also the implementation. 

To provide assistance to the running projects regarding the strategic thematic (content) issues so called Quality Workshops will be organised. The aim of the quality workshops is to create a platform for exchange of experiences between projects approved under a certain measure. The intention is to enhance dialogue on synergy effects and other quality issues important for further implementation of the projects. Furthermore, the events are arranged with the aim to give the Secretariat a possibility to share experiences from monitoring of the progress reports. The meetings are usually focused on a few strategic common implementation issues.

On the other side to facilitate the project implementation from the procedural point of view, special seminars for Project Financial Managers and Auditors will be arranged by the JS some 4-5 months after the approval of the projects.

5. Legal framework essential for projects

All project partners must ensure that they comply with European and national regulations including Structural Funds regulations, Community publicity and information requirements, public procurement rules, State Aid rules, and environmental legislation.
5.1. Publicity and information activities

The following sub-chapter is based on the provisions of the EU Regulation No. 1159/2000 on “Information and Publicity measures to be implemented when carrying out ERDF-funded projects”. The Regulation must be carefully studied and applied by all project partners.

The project must implement the measures set out in the “Dissemination and promotion” included in the Application Form. Any changes in the “Dissemination and promotion” agreed among the partners shall be communicated to the JS via the normal reporting procedure and shall in no way lead to a dissemination of the results among the relevant/interested targets weaker than the one originally planned. Costs for “Dissemination and promotion” will be co-financed only if the Regulation is followed up. It is recommended to send together with the progress reports of the project copies of the communication material produced and evidence of the information events carried out in the period of time reported.

The Lead Partner, according to the provisions of the Subsidy Contract, is responsible for ensuring that the project activities and results are efficiently disseminated among the relevant decision-makers, public authorities at various levels and general public. As far as the latter is concerned, a widespread publicity of the project’s outputs/results shall be guaranteed. 

The two main imperatives are to be followed in implementing communication measures at project level:

1) disseminate the results achieved and the good practices implemented;

2) ensure transparency in the use of public funds.

Ownership, title and industrial and intellectual property rights in the outputs of the projects and the reports and other documents relating to it shall be vested in / remain with the Lead and Project Partners.

All information and communication activities shall be implemented in compliance with the provisions of EU Regulation No. 1159/2000 recalled in the Subsidy Contract. Information and publicity about assistance from the Structural Funds is intended to increase public awareness and transparency regarding the activities of the European Union and create a coherent picture of the programme across all Member States. 

In the case of part-financed training and employment measures following should be implemented:

· measures making beneficiaries of training schemes aware that they are participating in an operation part-financed by the European Union;

· measures making the general public aware of the role played by the European Union in relation to operations financed in the field of vocational training, employment and the development of human resources.

Information and communication material (e.g. brochures, leaflets, booklets, newsletters, flyers) a) must contain a clear indication on the title page of the European Union’s participation and where appropriate that of the Fund concerned, b) must contain the EU graphic image (flag) if the national or regional emblem is also used; the European flag must accompany a mention of part-financing by the European Union and must be at the same level as the national and regional emblems. The graphic image of the European Union can be downloaded from the EU official site at: http://europa.eu.int/abc/symbols/emblem/graphics1_en.htm. By analogy the same rules set above must be applied to information made available by electronic means (homepage of websites) and by audio-visual material (presentations, CD-ROMs, etc.).

The Regulation doesn’t request a specific logo of the project but it is highly recommended in order to improve all the communication related to it and its activities. Project partners are also encouraged to use BSR INTERREG III B logo on the homepage and other information media.

The organisers must display the European flag in meeting rooms and use the EU graphic image on documents during information events (e.g. conferences, seminars, fairs, exhibitions) and include the relevant notice, such as:

· “Project part-financed by the European Union”;

· “Project part-financed by the European Union (European Regional Development Fund) within the BSR INTERREG III B NP programme”.

For more information about the practice related to publicity and information activities to be carried out by approved projects, please go to www.bsrinterreg.net/toimplement.html, sub-section “Publicity pack” or contact the Information Manager in the Joint Secretariat. 

5.2. Public procurement

Subcontracts which the LP or a project partner may use to have some of their tasks fulfilled by a third party will not be examined by the Managing Authority and remain in the sole responsibility of the LP/project partner, yet they have to comply with the respective national/EU-legislation especially the public procurement law.

The purchase of goods and of services, as well as the order for public works, by public services or other public bodies is subject to Community and national rules. These rules aim at securing transparent and fair conditions for competition on the common market. These rules have to be considered by project partners when it comes to e.g. the realisation of investments or when hiring consultants or experts to the project. 

European Community rules on procurement apply to contracts that are financed or part financed by Structural Funds grants
. In line with Community Directives 92/50/EEC, 93/36/EEC, 93/37/EEC, 93/38/EEC, 97/52/EC and 98/4/EC, contracts valued above certain limits must be advertised in the Official Journal of the European Communities (OJEC)
. Bids for contracts must be assessed on an objective basis and contract awards should be published in the OJEC. Even if the threshold established by the Directive is not reached, the principles of the EC Treaty, and especially those of transparency and non-discrimination (publicity), will imperatively have to be observed. Structural Funds grants will be reclaimed if it is subsequently found that procurement rules have not been observed.

Project promoters should be aware that legal standards applied at national level may be more demanding than the requirements defined by the EU Directives. Procurement rules are complex and if there is any doubt about the application of procurement rules, project promoters should seek advice from the Programme Contact Points and further legal advice.

In accordance with EU public procurement law, services or equipment used for implementing an INTERREG project in the EU/Norway can also come from the “partner country” or other third countries in question, according to general national, EU or international legislation on public procurement. 

All services or equipment coming from third countries have to be reported and paid by an EU/Norwegian project partner in order to be eligible for refunding by BSR INTERREG funds. The services or equipment can however not be delivered from any third country project partner (non-eligible for BSR INTERREG co-financing) of an approved application. 

Further information
 can be downloaded from the programmes webpage.

5.3. EC regulations on financial management and control

The overall EC regulation laying down the rules for financial management and control is the Commission Regulation (EC) No 438/2001 of 2 March 2001, amended by Commission Regulation (EC) No 2355/2002. This regulation is laying down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards the management and control systems for assistance granted under the Structural Funds. The documents are available in the Applicants’ Package at www.bsrinterreg.net. 

5.4. Competition policy

ERDF funding will only be provided by the BSR INTTERREG III B programme where there is no distortion of the EU Competition Policy. It is the responsibility of each partner and the auditor to be aware of Community competition rules and to undertake the necessary steps to certify that the reception of funds from the Programme is compatible with those rules.
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� URBAN, EQUAL, LEADER, INTERREG


� The orientations relating to it are contained in the Commission Communication of 28 April 2000 (2000/C 143/08), OJ C 143, 23.5.2000, p. 6; amended OJ C 239, 25.8.2001, p. 4)


� One of the four EU Structural Funds


� According to the Council Regulation No 1260/1999 laying down general provision on the Structural Funds, Article 18(3).


� The Norwegian government has provided a separate budget for partners from Norway. 


� The description of the management structure is relevant for the implementation of the core transnational III B Priorities of the programme (Priority 1-3).


� OJ L 161, 26.6.1999, p. 1.


� OJ C 143, 23.5.2000, p 6


� including the IIIA priorities


� The latest membership and contact list of the MC is available at: � HYPERLINK "http://www.bsrinterreg.net/programme.html" ��http://www.bsrinterreg.net/programme.html� 


� There were two more Steering Committees established in September 2004 - one for Priority 5: Cross-border priority Estonia-Latvia-Russia (North) and one for Priority 6: Cross-border priority Latvia-Lithuania-Belarus (South).  Please refer to Section 1.4.2 in this Manual for the details.


� The latest membership and contact list is distributed on the BSR INTERREG III B Web site at: � HYPERLINK "http://www.bsrinterreg.net/links/_downloads/SC_MembershipList.2005.01.20.doc" ��http://www.bsrinterreg.net/links/_downloads/SC_MembershipList.2005.01.20.doc�


� the involvement of relevant sector authorities and institutions, the economic and social partners and non governmental organisations is also of great importance. 


( on our website you may find links to these documents and institutions


� See Article 14 of the INTERREG guidelines


� The investments should not have a pure local dimension without any effects outside the area where the investment takes place (should not be relevant for the specific conditions prevailing in the place of pilot implementation, but should be of common benefit for the BSR).


� It should not be ordinary infrastructure that commonly exists and is operational in the same way everywhere


� Most often infrastructure is implemented as sub-projects within the main project.


� Since only a part of Germany belongs to the programme area, the only exception to this rule concerns German public bodies located outside the eligible area but competent in their scope of action for certain parts of this area (e.g. Ministries, Federal agencies, government departments, statistical offices, national research bodies, etc.). Such actors will be considered as partners eligible for ERDF funding, if their involvement in the project clearly benefits the eligible area. 





Other organisations or institutes (including universities, foundations, research centres, etc) located outside the Programme area can participate in and contribute to projects, but will not be deemed as eligible partners (unless they have branches located and registered in the programme area, acting as partners).


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


� This participation should be supported by the relevant co-financing statement.


� For e.g. it is very important that the partners agree on how the costs for the coordination of the project will be covered.


� According to the INTERREG III Communication of the Commission to the Member States: "The ERDF contribution will be paid to a single bank account in the name of the Paying Authority or the Managing Authority (where it is also the Paying Authority). On the basis of decisions concerning the selection of projects by the Steering Committee or the Monitoring Committee acting as Steering Committee, this ERDF participation will then according to Article 32 (1), last subparagraph, of the General Regulation be paid by the Paying Authority to the final beneficiaries. In the case of operations involving partners in different Member States, the final beneficiary will be the partner in charge or "leader" of the operation which will undertake financial management and co-ordinate the various partners in the operation. This Lead Partner in charge will bear financial and legal responsibility to the Managing Authority as to be defined in the ERDF contract".


� The IB was designated by the participating Member States to act both as Managing Authority and as Paying Authority of the Programme.


� The Lead Partner’s obligations are in detail presented in the Subsidy Contract established between the project (represented by the LP) and the BSR INTERREG III B Managing Authority.


� The Lead Partner remains responsible for checking that the expenditure is supported by invoices or documented by accounting documents of similar value, has actually been paid by eligible partners, within the project period, for activities described in the approved application and that the products or services have actually been delivered.


� An important rule applying to the Programme is the “N+2 Rule” of automatic decommitment of unused resources. Annual instalments of the Programme’s ERDF funding budget are automatically committed by the Commission at Programme level as laid down in Council Regulation 1260/1999, Article 31(2). If a tranche (or part of it) is not spent by the end of the second year following its commitment, it is automatically decommitted (i.e. withdrawn) by the Commission and lost to the Programme. This is intended to avoid a peak of project commitment in the later years of the Programme and ensure a steady flow of commitment throughout the Programme period. Therefore projects that do not meet their spending targets are in danger of losing ERDF funding.


� under the mainstream Structural Funds Programmes


� Including the special programme in Sweden.


� Applicants should commit themselves not to apply for any such support to finance the eligible activities scheduled in the BSR application.


� If a project partner from a new Member State receives funding from ERDF and PHARE there should be a clear division between the two instruments in a partner’s accounting system to avoid the danger of double financing or financing the work already completed.


� Please note that the information meetings with the projects at any stage of the development are carried out all year round, see Section 2.5.1


� The information about assessment procedures used by the Secretariat when evaluating the project applications can be found in the CIP as well as in the Programme Complement.


� or when the first contracts are signed (e.g. employment of project manager)


� all project activities have to be finalized by 31.12.2007.


� refers to the example


� the final report is due 3 months after the project closure


� the earliest date to start project activities is the first day after the Steering Committee approval.  The SC meeting to make decisions on projects submitted for the 7th Call will take place in on 3 June 2005.


� Other taxes and charges have to be genuinely and definitively borne by the final beneficiary or individual recipient in order to be eligible for refunding (see eligibility rule 7, point 5 of Commission Regulation (EC) No 448/2004).


� Only rental charges that are usual in the market of the respective Member State are eligible.


� Please note, that European public funding should not be used for air travel in first or business class, unless it is clear that there really is no other option.


� It is possible to share costs (e.g. co-ordination or promotion costs), see the next subsection for details.


� e.g. restoration, conversion and rehabilitation of existing infrastructures, information centers, thematic tourist routes, booking centers, institutions alongside transnational corridors and networks, alternative energy production, use of renewable raw material, IT networks, etc.


� Although the costs arising from these activities are shared between the project partners the certification of this expenditure will be done on the level of the implementing partner. Therefore the responsible first level control body certifies the whole expenditure arisen from these activities (and these costs are not certified on the national level of the funding partner).


� See chapter “Payment of subsidies” of this manual for further information.


� the project costs are eligible the next day after the SC decision.


� theoretically it could cover time between 4 and 9 months.


� The project partners are for example free to foresee a clause in the Partnership Agreement according to which the project partners have to transmit to the LP the necessary documents (certification of expenditure, financial and activity report of the project partner) by a fixed time (e.g. one month) before the LP has to submit the aggregated report to the Secretariat.


� Result indicators measure and provide information on the changes defined as results. Indicators chosen should be quantifiable, reliable and easy to measure. Examples of result indicators include among others: the number of successful trainees, the satisfaction rate of participants (%), increase in interregional comparability of data (%), number of partners in a network, number of common projects among the partners, leverage of investments (€), decrease in transportation costs (€), reduction in journey times, number of target groups reached. If defined results cannot be measured with quantifiable indicators, also qualitative indicators can be used (e.g. participants’ opinion of the co-operation, participants’ opinion of the improvement, customers’ opinion of the services).


� At the beginning of each calendar year the European Regional Development Funding (ERDF-funding) is automatically committed by the European Commission to the BSR INTERREG III B Programme. If the ERDF-funding granted to the Programme is not spent (actually paid out to the projects) within three years from the year it has been committed (N+2), the unspent part is automatically decommitted by the Commission => decommitted funding is lost permanently.


� Such auditor must declare to be certified according to EU Directive 84/253/EEC or have equivalent qualification.


� The Secretariat still reserves the right to request any further information it may require for the purpose of validating certificates of expenditure.


� the auditor has to check the compliance with all relevant BSR INTERREG III B documents (e.g. subsidy contract, programme complement, programme manual) and corresponding EC regulations (e.g. eligibility of expenditures in accordance with Commission Regulation (EC) No 448/2004).


� In exceptional cases the restrictions might be lowered, e.g. to rescue a project or a project partner with a significant budget, etc.


� FOR FURTHER INFORMATION: European Commission, Rue de la loi 200, B-1049 Brussels, Belgium; Unit XV/B/3; Public Procurement: formulation and application


of Community law; Tel: 32-2 295.47.13; Fax: 32-2 296.09.62


� It should be noted that even organisations which because of their legal status do not have to follow the European law on public procurement, because of the fact that they receive subsidies from the ERDF have to apply those rules.


� Even if the value of the contract is below the thresholds the contracting authority should still secure the sufficient level of transparency when selecting the contractor.


� The Rules Governing Procedures in the Award of Public Procurement Contracts.
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