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Introduction: How to use the Programme Manual

This Programme Manual (PM) is aimed at providing further information on
provisions laid down in the Operational Programme (OP), Baltic Sea Region
Programme 2007 - 2013. The Baltic Sea Region Programme 2007 - 2013
was adopted by the European Commission on 21 December 2007
(Commission decision CCI2007CB163P0020).

The content of the Programme Manual is laid down in chapter 7 of the OP.

The focus of the Programme Manual is to give guidance on all phases of
project development, application and implementation. In addition, the
Programme Manual also aims at helping the first level controllers to carry
out their task.

The Baltic Sea Region Programme 2007 - 2013 is the only European
programme where Structural Funds, Norwegian funds and European
Neighbourhood and Partnership Instrument (ENPI) are integrated in the
same programme. Therefore, also implementation provisions for the
projects have been harmonised to the extent possible. Whenever there are
specific provisions set for the ENPI financed project partners these are
reflected separately in the respective chapters of this manual. When there is
no reference to ENPI this means that the requirements and procedures
described under the respective chapter are the same for all project partners
regardless of their source of financing.

Please note that ENPI funds are not available for the benefit of Russia
because the Government of the Russian Federation did not sign the relevant
Financing Agreement for the Baltic Sea Region Programme 2007-2013.

The table of contents of the Programme Manual follows the project cycle.
The manual starts with a brief introduction to the general Programme
objectives and legal background. For more details on the objectives of the
Programme as well as expected content of the projects please refer to the
Operational Programme, chapters 1 — 6. The OP can be downloaded on the

in chapter 1.4 Legal framework of this manual.

Chapter 2 of the Programme Manual starts with requirements and good
practises in building of a project as well as writing of an application form.
Chapter 9 Project application and selection procedure explains the procedure
of application and selection of projects for financing. Finally, from chapter
9.5 onwards, different phases and requirements of project implementation
are reflected, until closing of the project.

The sixth version of the Programme Manual was approved by the Monitoring
Committee on 22 November 2011 and is valid from that date on. The
approved version 6.0 was published on the Programme website on 28
November 2011.


http://www.eu.baltic.net/
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1.

1.1.

General information about the Baltic Sea Region
Programme 2007 - 2013

General objectives of the Programme

The general objective of the Programme is to strengthen the development
towards a sustainable, competitive and territorially integrated Baltic Sea
Region by joining physical and human resources over the borders. In other
words, the aim is to make the Baltic Sea Region a better place for its
citizens and other people to invest, work and live in.

The Programme is especially focused on the preparation of investments and
actions aimed at improving the economic potential of the region. At the
same time, the goal is to minimise the existing differences in the socio-
economic development between the western and the eastern parts of the
region as well as to resolve issues of common concern for the countries
around the Baltic Sea Region.

The Programme is divided into 4 priorities:

1. Fostering innovations across the Baltic Sea Region

2. External and internal accessibility of the Baltic Sea Region
3. Management of the Baltic Sea as a common resource

4. Promoting attractive and competitive cities and regions

Priority 1 is focused on the facilitation, generation and dissemination of
innovations across the Baltic Sea Region. It is especially dedicated to core
innovations in the field of natural and technical science but also to selected
non-technical innovations, such as business services, design and other
market-related skills. It also supports actions aimed at broader socio-
economic development at the regional level, especially in the context of
cooperation with Russia and Belarus.

Priority 2 aims at improving external and internal accessibility of the Baltic
Sea Region. It highlights promotion and preparation of joint transnational
solutions in the field of transport and information and communication
technology (ICT).

Priority 3 concentrates on environmental pollution of the Baltic Sea in a
broader framework of sustainable management of sea resources. It supports
operations aimed at limiting pollution and its impacts on the marine
environment. Special emphasis is put on maritime safety.

Priority 4 promotes cooperation of metropolitan regions, cities and rural
areas enhancing its attractiveness for citizens and investors. At the same
time, ideas will be promoted, which strengthen urban-rural partnership and
support a viable economic development in the smaller and less dense
settlements. Joint actions dedicated to the social issues within regional and
city development as well as governance and capacity building in the public
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sector are promoted in cooperation projects with main focus in Russia and
Belarus (area of support 4.3)?.

Each project that applies for funding has to fit to the objectives of one of
these priorities. Further reading: Chapter 6 of the Operational Programme
(OP).

1.2. Programme area

The Programme area covers 11 countries: the EU Member States Denmark,
Estonia, Finland, Latvia, Lithuania, Poland and Sweden as well as northern
parts of Germany. The parts of Germany that belong to the Programme area
are the states (Lander) of Berlin, Brandenburg, Bremen, Hamburg,
Mecklenburg-Vorpommern, Schleswig-Holstein and Niedersachsen (only
NUTS II area Lineburg).

In addition, the non-Member States Belarus and Norway as well as parts of
North-Western Russia belong to the Programme area.?

1.3. Financing

The total Programme co-financing from the European Regional Development
Fund (ERDF) amounts to 208 MEUR. The European Neighbourhood and
Partnership Instrument (ENPI) contributes 23 MEUR to the Programme.
Norway allocates 6 MEUR national funding for Norwegian project partners.
In addition project partners have to provide own contribution to receive
Programme co-financing. The level of these contributions varies between the
countries and the funds used (For more information see chapter 15 and
Annex 1 of the Operational Programme as well as chapter 2.1 Eligible
project partners and co-financing rates of this manual).

1.4. Legal framework

The Baltic Sea Region Programme 2007 - 2013 has been designed under
the territorial cooperation objective of the European Community, while
integrating the objectives of the cross-border cooperation of the European
Neighbourhood and Partnership Instrument (ENPI CBC) (further information:
chapter 7 of the OP).

In practise this means that the Programme combines financing from the EU
structural funds/European Regional Development Fund (ERDF), Norwegian
National Funding as well as the EU external funds/European Neighbourhood
and Partnership Instrument (ENPI). The Programme shall first and foremost
be administered according to the ERDF structural funds rules. However, in
some cases the ENPI financed project partners are to follow certain
provisions of the ENPI regulations. When there are specific requirements for

! For more details concerning the participation of Russian partners see chapter 2.3
2 For further information see chapter 1 of the Operational Programme. For more details concerning the
participation of Russian partners see chapter 2.3
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1.4.1.

ENPI financed project partners more details are to be found under the
respective chapter.

In general, projects are guided by several layers of rules and requirements:
1. EU legislation, as referred below,
2. Baltic Sea Region Programme 2007 - 2013,

3. Programme Manual, application form and other guidance documents to
projects,

4. National legislation,
5. Local and/or regional legislation, and

6. Institutional rules and regulations

Structural Funds/European Regional Development Fund
(ERDF)

For project partners from the EU Member States and Norway as well as in
the most cases also for project partners from Belarus the following
regulations apply:

» Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down
general provisions on the European Regional Development Fund, the
European Social Fund and the Cohesion Fund and repealing Regulation
(EC) No 1260/1999

* The “General Regulation” gives general rules and requirements
for all structural fund programmes.

* The following Regulations amend the General Regulation: Regulation
(EU) No 539/2010 of the European Parliament and of the Council (of
16 June 2010); Council Regulation (EC) No 284/2009 (of 7 April
2009); Council Regulation (EC) No 1341/2008 (of 18 December
2008); Council Regulation (EC) No 1989/2006 (of 21 December
2006).

» Regulation (EC) No 1080/2006 of the European Parliament and of the
Council of 5 July 2006 on the European Regional Development Fund and
repealing Regulation (EC) No 1783/1999

* The “"ERDF Regulation” lays down specific provisions concerning
ERDF co-financed programmes and projects. It defines especially the
contents and other provisions for the Objective 3/ Territorial
Cooperation Programmes, such as the Baltic Sea Region Programme
2007 - 2013.

* The following Regulation amends the ERDF Regulation: Regulation
(EC) No 397/2009 of the European Parliament and of the Council (of
6 May 2009).
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1.4.2,

1.4.3.

» Commission Regulation (EC) No 1828/2006 of 8 December 2006 setting
out rules for the implementation of Council Regulation (EC) No
1083/2006 laying down general provisions on the European Regional
Development Fund, the European Social Fund and the Cohesion Fund
and of Regulation (EC) No 1080/2006 of the European Parliament and of
the Council on the European Regional Development Fund

The “Implementing Regulation” sets framework rules e.g. on
information activities as well as audit and controls. It combines

information for programme implementation which was scattered
across several separate regulations in the previous programme

period 2000 - 2006.

The following Regulation amends the Implementation Regulation:
Commission Regulation (EU) No 832/2010 (of 17 September 2010);
Commission Regulation (EC) No 846/2009 (of 1 September 2009).

Reference to the respective articles of the regulations is given in the
Programme Manual where relevant.

External funding/European Neighbourhood and
Partnership Instrument (ENPI)

The following regulations and rules apply in later specified cases to project
partners from Belarus as well as to EU partners in case they use ENPI
funding:

» Regulation (EC) No 1638/2006 of the European Parliament and of the
Council of 24 October 2006 laying down general provisions establishing
a European Neighbourhood and Partnership Instrument

The “"ENPI Regulation” gives general rules and requirements for
ENPI financed programmes. The Baltic Sea Region Programme 2007
- 2013 as one of the so-called ENPI sea basin cooperation
programmes is the only programme that combines both ERDF and
ENPI funding.

» Commission Regulation (EC) No 951/2007 of 9 August 2007 laying down
implementing rules for cross-border cooperation programmes financed
under Regulation (EC) No 1638/2006 of the European Parliament and of
the Council laying down general provisions establishing a European
Neighbourhood and Partnership Instrument

The "CBC Regulation” gives more detailed instructions for
implementation of ENPI cross-border cooperation programmes.

Directive on public procurement

Directive 2004/18/EC of the European Parliament and of the Council of 31
March 2004 on the coordination of procedures for the award of public works
contracts, public supply contracts and public service contracts.
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1.4.4.

1.4.5.

The organisations that receive Programme funding have to strictly follow
public procurement rules in order to make all contracting of services as well
as purchasing of material and equipment eligible for ERDF/ENPI/Norwegian
Funds support.

In the EU Member States and Norway there is corresponding national
legislation concerning public procurement which the project partners from
these countries have to apply independent from their legal status. This
national legislation is applicable for procurement of goods, supplies and
services paid from ERDF/ENPI/Norwegian funds (in accordance with chapter
9.6 of the Operational Programme).

The public procurement rules for Belarusian partners financed from ENPI are
set in the Practical Guide to contract procedures for EC external actions, so
called "PRAG"”. The PRAG is part of the legislation valid for the ENPI
financed programmes and projects.

National legislation

The Programme follows the Community rules. In addition to the Community
rules, the Operational Programme, the Programme Manual and each
participating country set rules that are applicable for the Programme and
projects. As a general rule, the Operational Programme and the Programme
Manual determine the cost eligibility and eligibility categories. However, if
existent, the nationally adopted and stricter rules establishing the method
for calculating eligible costs in Structural Funds apply. Where there are no
rules on the national level, the stricter rules of the Operational Programme
and/or the Programme Manual apply.>

The project partners are responsible to clarify (for themselves) which
national legislation of their country they have to apply when implementing
the project.

An equal principle applies for regional, local and institutional rules and
regulations. They apply in case they are stricter than the national,
Programme or EU rules.

The chapters of the Programme Manual (e.g. chapter 5) point out potential
areas in which stricter national, regional, local or institutional rules could
exist.

The EU Strategy for the Baltic Sea Region

The Programme takes an active part in the implementation of the EU
Strategy for the Baltic Sea Region including its Action Plan. It is the first
macro-regional concept of the European Union. Under the Swedish EU
presidency, in October 2009, the Heads of Governments of all 27 EU
member states have endorsed the Strategy which thus became an official

3 For example the Structural funds regulation and the Programme do not set limits for travel and
accommodation costs. If there is national legislation that sets such limits, these limits apply.
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1.4.6.

part of the European Union’s policy. Before that, in September 2009, the
European Union Affairs ministers of Denmark, Estonia, Finland, Germany,
Latvia, Lithuania, Poland and Sweden, representing the eight EU member
states of the Baltic Sea region, confirmed their strong commitment to take
the necessary action for its implementation. The European Commission,
supported by other bodies, will coordinate and monitor the actions to be
implemented, and will regularly report on progress made to the European
Council.

The EU Strategy for the Baltic Sea Region addresses areas such as
environmental sustainability, prosperity, accessibility and attractiveness,
together with safety and security that are crucial for the benefit of the Baltic
Sea region - but also for the European Union as a whole. Based on these
four pillars, the Action Plan comprises 15 priority areas representing those
main fields where the EU Strategy can contribute to improvements. There
will be numerous projects striving to tackle the most important challenges
identified. The Action Plan already lists a number of flagship projects which
are understood as projects of high significance for solving a particular
problem.

It should be noted that the EU Strategy for the Baltic Sea Region is
understood as an integrated concept requiring the cooperation beyond
single policy sectors, and across borders. Even though this Strategy was
designed in the context of the European Union, it is obvious that success in
several areas will depend on the active participation of neighbouring
countries of the area.

For the period 2007-2013, no additional EU funding will be made available
to support activities set out in the Action Plan. Instead, available resources
should be better coordinated. Necessary financing for implementing the
Action Plan including the already listed flagship projects should be drawn
from a variety of funding sources including the Territorial Cooperation
programmes of the region.

The four thematic “pillars” of the EU Strategy largely overlap with the
Priorities of the Programme. Naturally, the transnational Baltic Sea Region
Programme 2007-2013 has been identified as an important financial
instrument to support the implementation of the Strategy and its Action Plan.

For more information:

Horizontal policies of the European Union

In addition to the regulations mentioned in the previous chapter, there are
several horizontal policies and principles that are promoted by all European
Union financed programmes. These include e.g. sustainable development,
equal opportunities, partnership, additionality and competition (see also
chapter 4.2 of the OP).


http://eu.baltic.net/Baltic_Sea_Region_Strategy.7428.html
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Sustainable development

Sustainable development means respecting the right of future generations
to change the path of development, i.e. to further access resources that are
difficult to renew or non-renewable and to maintain the elementary natural
preconditions for life. In addition to the environmental aspect, sustainable
development also covers economic, social and cultural aspects of
sustainability. It is thus closely linked to the general objective of the
Programme to make the Baltic Sea Region a better place to invest, work and
live in.

Environment nevertheless remains the most important aspect of sustainable
development. In case it seems that a planned project might have significant
adverse impact on the environment, an environmental impact assessment
must be carried out in accordance with the national legislation before the
project is implemented, or alternatively, during the project implementation
but before the activities subject to the environmental impact assessment are
carried out. In the application form the applicants are asked to clarify
whether the planned project activities might have influence, either positive
or negative, to the environment.

Negative impacts should be identified, and applicants should present how
they will prevent or mitigate negative impacts. In case a project activity has
negative impacts on environment, the applicant is asked to specify, whether
an environmental impact assessment is needed. When an environmental
impact assessment is needed this will be done by the responsible national
authorities or other bodies to whom the task has been delegated in
accordance with the respective national legislation.

In the application form applicants are asked to present how the project
contributes to environmental objectives at EU, national and local level.

Integrated territorial development

Actions under the transnational cooperation programmes support integrated
territorial development (see Art. 3 (2c) of the Council Regulation (EC) No
1083/2006 and Art. 6 (2) of Regulation (EC) No 1080/2006). This means
that the projects should take into account territorial conditions, such as
infrastructure, resources, settlements, economic, social, ecologic and
cultural conditions, as well as impacts on other sectors to the given territory
in order to support balanced development. Policies adopted at national,
Baltic Sea Region and European level, such as European Spatial
Development Perspective (ESDP) and Territorial Agenda of the European
Union adopted on 25 May 2007 should also be considered.

Further reading:


http://www.vasab.org/
http://www.bmvbs.de/en/Spatial-development/-,2950/Territorial-Agenda-of-the-EU.htm
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Equal opportunities

The Structural Fund programmes, including the Baltic Sea Region
Programme, aim at ensuring equal opportunities between men and women.
Another objective from the equality point of view is to prevent all kinds of
discrimination, e.g. based on sex, racial or ethnic origin, age or disability
(see also Art. 16 of Council Regulation (EC) No 1083/2006).

Promotion of equal opportunities will be regarded, among other horizontal
policies, as a positive factor when the Monitoring Committee selects projects
for funding. All applicants are asked to integrate these issues in their
projects, or at least, to consider the project’s influence on matters of equal
opportunities.

Projects that build structures (e.g. men and women equally presented in
project planning, decision-making or in the project target groups) or
implement activities that aim at promoting equal opportunities will describe
these activities in the application form and their results in the progress
reports.

Partnership

Projects can fulfil the partnership principle by ensuring that different levels
of administration as well as different types of organisations participate in the
project activities. This could be, for example, participation of national,
regional and local levels or, correspondingly, public authorities, economic
and social partners (such as SMEs, associations) and civil society (such as
non-governmental organisations, environmental partners) (see also Art. 11
of Council Regulation (EC) No 1083/2006 and Art. 4 of Regulation (EC) No
1638/2006).

However, a broad partnership should not take place by involving too many
partners in one project. A large amount of partners often leads to a
complicated management structure, contradictory targets between project
partners and, thus, difficulties to implement the project successfully.

Additionality

The principle of additionality means that EU financing shall not replace
public or equivalent financing of similar activities (see also Art. 15 of Council
Regulation (EC) No 1083/2006).

Projects selected for financing are expected to bring value added, something
that would not have been possible without the Programme financing. In
addition, organisations involved in the project activities cannot replace their
statutory tasks with the Programme financing.
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State aid

Free movement of goods, services and people is one of the basic principles
of the European Union. Therefore the objective of the EU state aid policy is
to ensure that free competition is not distorted and trade among the
Member States is not affected by public grants.

The points of departure of EU state aid policy are Articles 87 and 88 of the
Treaty establishing the European Community (EC Treaty). These articles
generally prohibit state aid and define further steps to be taken by the
Member States to grant aid that is in line with the state aid law.

In order to meet the requirements of the European Commission (who
monitors state aid) and in order to allow for a smooth implementation of the
Programme and its approved projects, the Monitoring Committee of the
Baltic Sea Region Programme decided that in the Programme no
state aid is granted and that state aid regulations which determine
exemptions will not be applied.*

To ensure that any lead partner and project partner complies with the state
aid law the Programme has set up the following conditions:

» Public procurement rules will be/have been observed. The observance of
public procurement rules guarantees that services are provided at
market conditions;

» Competing undertakings in the relevant market will be able to/can use
the project output (e.g. ICT tool/software, training course) in the same
way and under the same conditions as the lead partner, any of the
project partners or the end users of the project. All undertakings in the
market (will) have the same benefit and no undue advantage will be/is
given for anybody. This is the case when the outputs are transferable to
the whole market and when they are open-source, i.e. the source (e.g.
source code, curricula) and certain other rights (e.g. content) normally
reserved for copyright holders are provided under a public license.

» In case business operators (will) participate in or (will) benefit from the
project activities (e.g. pilot projects, trainings) and/or (will)
operate/maintain the project outputs/results, they will be/are selected in
a non-discriminatory and transparent way (same conditions for all).

» All project results will be/are made available to the public. This includes
securing public access to the project results.

» Project activities will be/are carried out in accordance with the principle
of real costs. This implies that only costs incurred by the project and
paid by an eligible project partner, accounted for and proved by delivery
of works, services or supplies (at least partial delivery in the case of
advance payments) can be considered as eligible. Such costs must not
include a profit margin for the lead partner or project partners.

4 In particular the De-minimis-Regulation (Regulation (EC) No 1998/2006, O] L 379, 28.12.2006, p. 5) or
the General block exemption Regulation (Regulation (EC) No 800/2008, OJ L 214, 9.8.2006, p. 3).
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1.5.

The lead partner and the project partners have to ensure that the planned
activities are set up in compliance with the competition legislation of their
country. Through signature of the partner declaration (cf. chapter 2.4
‘Partner declaration’) the lead partner and all project partners declare that
they do and will comply with the state aid law and adhere to the conditions
of the Programme for compliance with the state aid law.

During the Quality assessment of the project (cf. chapter 9.3 ‘Evaluation of
project proposals and selection criteria’) the Joint Technical Secretariat
checks if the activities planned by the lead partner and all project partners
are set up in compliance with the state aid law, i.e. if they will observe the
above-mentioned conditions of the Programme. Any state aid relevant
activities that are part of a project proposal have to be excluded in case of a
positive grant decision by the Programme’s Monitoring Committee.

The observance of the above mentioned conditions is also closely monitored
by the Programme during the implementation phase of each project (e.g.
reliance on progress reporting, financial reporting certified by an FLC or
additional monitoring via sample checks of the SLA (AA/GoA)). In case the
Programme discovers that a lead partner or project partner does not comply
with the conditions, the Programme is obliged to order the recovery from
the partners of any undue grant that was paid.

Programme implementation structure

The Monitoring Committee (MC) is the main decision making body of the
Programme. It is composed of representatives of all eleven states that
participate in the Programme. The Monitoring Committee is responsible for
ensuring the effectiveness and quality of the Programme as well as for
selection of projects. The work of the Monitoring Committee is supported by
the national sub-committees. The national sub-committees safeguard the
information flow to regional and local authorities, economic and social
partners and non-governmental organisations during the implementation of
the Programme.

The Managing Authority (MA) is responsible for managing and implementing
the Programme on behalf of the participating states in accordance with the
relevant Community and national legislation. The Managing Authority is also
responsible for tasks of the Joint Managing Authority defined in the ENPI
Regulations. The participating states have designated Investitionsbank
Schleswig-Holstein (IB) located in Kiel, Germany, to take over both tasks.

Investitionsbank Schleswig-Holstein has also been designated to act as
Certifying Authority (CA) of the Programme. The CA is responsible for
certifying eligible expenditure to the European Commission and Norway as
well as requesting payments to be made to the beneficiaries from the
European Commission and Norway.
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2.1.

Germany as the Member State hosting the Managing Authority and the
Certifying Authority has appointed the Ministry of Science, Economics and
Transport of the state Schleswig-Holstein to act as Audit Authority (AA) of
the Programme. The Audit Authority is responsible that audits are carried
out to verify the effective functioning of the management and control
system of the Programme. The Audit Authority is assisted by the Group of
Auditors comprising one representative of each EU Member State and
Norway as well as representatives of Belarus as observers.

The Joint Technical Secretariat (JTS) is responsible for providing all
necessary information and management services towards the project
partners. Furthermore, the Joint Technical Secretariat informs about the
Programme to the citizens of the Baltic Sea Region. The JTS also supports
the MC, MA, CA and AA in meeting their tasks. The main office of the Joint
Technical Secretariat is located in Rostock, Germany, with a branch office in
Riga, Latvia.

Further information on Programme implementation structure: chapter 8 of
the Operational Programme.

Project partnership

The Baltic Sea Region Programme sets some specific requirements on
project partners, project lead partners and the partnership of the project as
a whole.

Every organisation that takes part in a project as a lead partner or project
partner has to fulfil the following points:

1. meet the Programme requirements regarding the legal status

2. meet the Programme requirements regarding the geographical location
3. be financially involved in the project

4. be listed in the lead partner/ partnership section of the application form
5. submit a signed lead applicant declaration/ partner declaration

6. conclude the partnership agreement

The following chapters describe these requirements further.

Eligible project partners and co-financing rates

The eligibility of an organisation to receive financing from the BSR
Programme depends, in the first place, on its legal status and geographical
location. In addition, the organisation has to contribute financially in the
project.
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2.1.1. Legal status

As stipulated in the Baltic Sea Region Programme 2007 - 2013, chapter
9.1.1, all organisations that receive funding from the Programme as lead
partners or project partners shall represent one of the following legal
entities:

a) National (governmental), regional, or local authorities

b) “Bodies governed by public law”®
A body that is governed by public law means any body that:

i. is established under public or private law for the specific
purpose of meeting needs of general interest and not having
industrial or commercial character

ii. is alegal person, and

iii. is financed for the most part by the state, regional or local
authorities, or other bodies governed by public law; or is
subject to management supervision by those bodies; or has 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.

c) Associations formed by one or several regional or local authorities
d) Associations formed by one or several bodies governed by public law

e) Bodies established under public or private law for the specific purpose of
meeting needs in the general interest, not having an industrial or
commercial character, and having legal personality.

Whereas organisations applying for funding in categories a)-d) may act as
lead partners and project partners, organisations applying for funding in
category e) may act as project partners only.

Organisations applying for funding in categories a)-d) are regarded as public.
Organisations applying for funding in category e) are regarded as private.

Bodies that are governed by private law, such as chambers of commerce,
trade unions or non-governmental organisations (NGOs) may be project
partners, and thus, may receive ERDF, Norwegian or ENPI funding if they
fulfil the aforementioned criteria in category e), make available the results
of the project to the general public and follow the rules applicable to public
institutions, such as public tender rules (in the frame of the funded project

only).

Each lead partner and project partner organisation has to confirm that it
fulfils the eligibility criteria concerning its legal status by signing the partner

> Directive 2004/18/EC, Article 1(9) of the European Parliament and of the Council of 31 March 2004 on the
coordination of procedures for the award of public works contracts, public supply contracts and public
service contracts (OJ L 134, 30.04.2004, p. 114)
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declaration. For more information please go to chapter 2.4 Partner
declaration.

During the admissibility check the responsible authorities of the Member
States, Norway and Belarus check the eligibility of the legal status of the
lead partner and project partner organisations.

In case of uncertainty about their eligibility, potential lead partners and
project partners should turn to the Monitoring Committee members of their
country.

Partners from countries located outside the Programme area (e.g. UK, NL,
BE) are strongly recommended to seek the confirmation of their legal
status/eligibility by the responsible national authorities already during the
application stage. Experience shows that the length of the legal status
confirmation process in countries not involved in the Programme may cause
substantial delays. According to the Operational Programme, the legal
status/eligibility of all project partners shall be verified by the responsible
authorities before an approval decision of the Monitoring Committee is taken.
The verification is done by a standard country declaration, sent out by the
JTS and to be signed by the responsible national authority within a set
deadline. A missing confirmation of the legal status/eligibility might lead to
exclusion of the partner from the project.

An “umbrella” type of partnership structure, where one partner acts on
behalf and represents other organisations, as well as collects funding for
them is not possible. The Managing Authority has to know which
organisations receive Programme funding and whether they are eligible
according to the Programme rules in order to ensure a functioning audit trail.

Organisations that do not fulfil the requirements of legal status can
participate in the project as associated organisations. This means that they
can support the activities of the project, but their expenditure will not be co-
financed by the Programme and, thus, they have to finance their activities
from own resources (see chapter 2.3 Composition of the partnership).

Geographical location

As a general rule, organisations that receive financing from the Programme
must be located in the Programme area (see chapter 1 an 9.1.2 of the OP
and chapter 1.2 Programme area of this manual). In accordance with
chapter 9.5 of the OP, lead partners must be located in the territory of a
Member State in the Programme area or, in duly justified cases, located in
Norway.

Geographical flexibility rule: 20 % rule (ERDF co-financing)

The 20% rule provides the only exception from the aforementioned principle
regarding the geographic location of project partners and lead partners.
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In duly justified cases confirmed by both the Monitoring Committee and
Managing Authority, project partner organisations located outside the
Programme area but inside the European Community may be co-financed by
the ERDF. The maximum limit is 20% of the ERDF co-financing to the
project. In any case, the expenditure of the outside partners must be for the
benefit of the regions in the Programme area®. The ERDF co-financing rate
for these partners is up to 50 %. The ERDF co-financing rate for partners
located in the German State of Niedersachsen (outside NUTS II area
Lineburg) is up to 75 %.

In addition, there is an exception from the principle regarding the location of
lead partners within the Programme area.

As a basic principle, lead partners must not be located outside the
Programme area except for legal entities which are located (in the sense of
legal registration) in German regions outside the Programme area, provided
that these organisations:

» fulfil the respective requirements according to chapter 9.1.1 of the OP;

» are competent in their scope of action for certain parts of the eligible
area, e.g. federal ministries, federal agencies, national research bodies
which are registered outside the Programme area etc.;

» carry out activities which are for the benefit of the regions in the
Programme area.

As this exception is provided within the 20 % rule (ERDF co-financing), the
same co-financing rates apply. The ERDF co-financing rate for these lead
partners is up to 50 %. The ERDF co-financing rate for lead partners located
in Niedersachsen (outside NUTS II area Lineburg) is up to 75 %.

Partners from countries located outside the Programme area (e.g. UK, NL,
BE) are strongly recommended to seek the confirmation of their legal
status/eligibility by the responsible national authorities already during the
application stage. For more details see previous chapter 2.1.1 Legal status.

2.1.3. Programme co-financing

The Programme has three sources of funding:
» European Regional Development Fund (ERDF)
» Norwegian national funds
» European Neighbourhood and Partnership Instrument (ENPI)

In spite of three different funding sources for partners coming from different
parts of the Programme area, all partners can apply for funding with a single
application form followed by a joint assessment procedure and joint decision
making procedure for each project.

¢ Regulation (EC) No 1080/2006, Art 21 (2), chapter 9.1.2 of the OP.
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Co-financing from the European Regional Development Fund (ERDF)
can be committed to organisations fulfilling the required legal status and
located in the territory of the EU Member States within the Programme area.
Referring to the geographical flexibility rule mentioned earlier in this chapter,
in some exceptional cases ERDF co-financing can also be committed to legal
entities that are located outside the Programme area.

Norwegian national funds are used to co-finance participation of
organisations that are located in Norway. Such organisations follow the
same procedures as the ERDF-eligible organisations when it comes to
submission of applications, project reporting and monitoring.

The European Neighbourhood and Partnership Instrument (ENPI)
funding is used to co-finance activities for the benefit of Belarus. It may also
be used for common benefit of the Member States and Belarus to promote
transnational cooperation in the Baltic Sea Region. The activities can be
carried out by any eligible partner located in the Programme cooperation
area, except for partners from Norway. However in general, ENPI funding
shall be devoted to co-finance Belarusian participation in the Programme.
Norwegian partners can administer and transfer ENPI funding to other
project partners but not use it for their own expenditure. Further details
regarding location of the beneficiaries receiving ENPI funding are provided in
chapter 9.1.3 of the Operational Programme.

The financial contribution required from the project partner to the ERDF,
Norwegian and ENPI funds depends on the location of the partner
organisation (see chapter 15 of the OP and table below). Regarding the ENPI
funding, project partners may agree among themselves on the division of
the required financial contribution, taking into account that their total
financial contribution shall be at least 10% of the project ENPI budget.

The size of each project partner budget has to be indicated in the application
form and formally confirmed in the partner declaration (see chapter 2.4
Partner declaration). There is no minimum or maximum project partner
budget specified by the Programme.

The following table summarises possibilities for participation of legal entities
from different geographical location in the Programme and respective
maximum co-financing rates.

TABLE 2.1.a. Maximum co-financing rates and possibility to act as a lead
partner for organisations located in different regions of the Programme
area and beyond

Programme Funds ERDF Norwegian National ENPI
Organisations Maximum co- Lead Maximum |Lead partner|Maximum co- Lead
located(registered) |financing rate| partner |co-financing| from this financing partner
at: up to: from this | rate up to: region rate up to: from this
region region
1| The new EU MS 85% Yes No Yes Conditionally. Yes
covered by the *)
Programme (PL, LT, 90%
LV, EE)




Baltic Sea Region Programme Manual

Programme Funds ERDF Norwegian National ENPI
Organisations Maximum co- Lead Maximum (Lead partner|Maximum co- Lead
located(registered) |financing rate| partner |co-financing| from this financing partner
at: up to: from this | rate up to: region rate up to: from this
region region
2 | Regions in old EU 75% Yes No Yes Conditionally. Yes
covered by the *)
Programme (SE, DK, 90%
FI, eligible regions in
DE)
3 | German legal entities | Conditionally Yes No No No No
located (registered) acc. to 20 %
outside Programme rule and
area conditions of
chapter 2.1.2.
50%
4 | German legal entities | Conditionally Yes No No No No
located (registered) acc. to 20 %
in Land of rule and
Niedersachsen conditions of
(outside Lineburg chapter 2.1.2.
Region) 75%
5| EU MSs outside the Conditionally No No No No No
Programme area acc. to 20 %
(e.g. in Portugal or rule
Austria) 50%
6 | Norway No Yes 50% Yes No Yes
7 | Regions in Belarus No No No No 90% No
covered by the
Programme
8 | Regions in RU No No No No No No
Non-EU countries not No No No No No No
covered by the
Programme (e.g. in
Japan or India)

*) There must be benefit for eligible regions in partner countries

2.2.

Lead partner principle

The Baltic Sea Region Programme 2007-13 is based on the lead partner
principle’. This means that each project appoints one organisation to act as
a lead partner to be responsible for the entire project. The lead partner
organisation shall be located in an EU member state within the Programme
area or, in duly justified cases, in Norway. The JTS/ MA will advise the
projects at an early stage whether a Norwegian lead partner can be justified
in the respective project.

The lead partner takes full financial and legal responsibility for the
implementation of the entire project, including all the project partners. The
responsibilities of the lead partner resulting both from ERDF and ENPI
regulations are defined in the grant contract that is concluded and signed
between the lead partner and the Managing Authority (Investitionsbank
Schleswig-Holstein).

7 Responsibilities of the lead partners and project partners are set in Art. 20 of Regulation (EC) No
1080/2006 and further specified in chapter 9.1.4 of the Operational Programme.
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2.2.1. Main responsibilities of the lead partner

The main responsibilities of the lead partner include:

» developing and maintaining an efficient and reliable project
implementation, system  (strategic, operational and financial
management), e.g.:

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

* co-ordination of activities (division of budget and tasks) among the
involved partners and ensuring that these tasks are subsequently
fulfilled;

» signing and submitting the application form to the Joint Technical
Secretariat;

# representing the project — the LP serves as a contact point to the Joint
Technical Secretariat and should ensure continuous communication
between the Programme authorities and the project partnership;

» signing the grant contract with the Managing Authority and therefore
ensuring the implementation of the entire project;

» laying down the arrangements for its relations with the partners
participating in the project in a written agreement comprising, inter alia,
provisions guaranteeing the sound financial management® of the funds
allocated to the operation, including the arrangements for recovering
amounts unduly paid;

» ensuring the planned progress on the project; in particular the delivery
of outputs described in the approved application form;

» informing the public about the assistance received from the European
Union;

» reporting of activity related progress and financial follow-up to the Joint
Technical Secretariat, especially ensuring that the expenditure
presented by the project partners has been incurred for the purpose of
implementing the project and corresponds to the activities agreed
between the project partners;

» verifying that the expenditure presented by the project partners
participating in the project has been validated by the controllers;

» requesting and receiving ERDF, and if relevant also Norwegian national
and ENPI payments from the Programme, and transferring it to the
project partners;

8 The principle of sound financial management is defined in Art. 27 (1, 2) of Council Regulation (EC,
Euratom) No 1605/2002. This regulation says that the budget shall be spent “in accordance with the
principles of economy, efficiency and effectiveness. The principle of economy requires that the resources
used by the institution for the pursuit of its activities shall be made available in due time, in appropriate
quantity and quality and at the best price. The principle of efficiency is concerned with the best relationship
between resources employed and results achieved. The principle of effectiveness is concerned with attaining
the specific objectives set and achieving the intended results.”
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2.3.

» monitoring the project expenditure, its eligibility and compliance with EU
and national legislation, as well as Programme rules. The lead partner is
responsible for ensuring that the expenditure is supported by invoices or
documented by accounting documents, has actually been paid out by
the project partners within the project preparation phase or duration,
was paid for activities described in the approved application form and
that the products or services have actually been delivered;

» observance of the project spending plan against the total project budget
and the budget of each partner;

» producing all documentary evidence required for first level control and
payments.

Norwegian organisations as lead partners

Legal entities located in Norway can act as lead partners in cases where
there are four partners or more in the project and where a separation of
project leadership from financial responsibilities would make the project
management structure unnecessarily complex.

In smaller projects with only three partners, a Norwegian organisation may
act as a lead partner for content related activities only while the financial
responsibilities must be carried out by a partner located in the EU territory.

Norwegian partners are not entitled to utilise ERDF or ENPI funding for their
own expenditures. They may receive ERDF or ENPI funding from the
Programme only for the purpose of transferring it to other partners
participating in the respective project.

Composition of the partnership

Each project has to involve at least three financially contributing project
partners from three different countries of the Programme area: the lead
partner and at least two project partners. From these two project partners
at least one has to be located on the territory of a EU member state in the
Programme area (see also chapter 9.5 of the Operational Programme).

The responsibilities of the project partners are listed below:

» carrying out activities planned in the application form and agreed in the
partnership agreement;

» assuming responsibility of any irregularity in the expenditure which it
has declared

P+ repaying the lead partner any amounts unduly paid in accordance of the
partnership agreement signed between the lead partner and the
respective project partner;

Pk carrying out information and communication measures for the public
about the project activities;
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» in case the project partner is located in an EU member state but outside
the Programme area, informing the responsible authorities of the
respective member state about its participation in the project; the
partner should seek the legal status/eligibility confirmation by the
national authorities already during the application stage as the partner
can only start its activities after these authorities have approved its legal
status; a missing confirmation of the legal status/eligibility might lead to
exclusion of the partner from the project;

> keeping available all documents related to the project until end of the
year 2025.

The number of partners may considerably vary between the projects
depending on the character of the project. The project consortium should be
comprised in a strategic manner and well adapted to its purpose. A
partnership that is too small might reduce the potential of the project while
a partnership which is very large might cause significant organisational,
communication and co-ordination problems and thus be cost ineffective.
Keeping this in mind, the applicant should always reflect on the optimal
number and role of partners to be involved. No maximum limit of partners is
fixed. However, the technical capacity of the application form is limited to 50
entries.

It is not the number of institutions listed in the application form that makes
the project partnership ideal, but rather their expertise necessary to carry
out the planned activities. The topics addressed by the project (e.g.
common environmental problems) determine the profile of the organisations
that could be involved in the project activities. The composition of project
partners should include:

» sufficient transnational representation
# necessary sectoral expertise (horizontal composition of the partnership)

P necessary expertise at relevant administrative Ilevels (vertical
composition of the partnership)

» sufficient financial, technical and human resources to implement project
activities.

In order to apply integrated territorial approach (see chapter 1.4.1) the
project partnership should not consist only of organisations from one sector
(e. g. universities, ports, environmental associations) but include relevant
organisations from other sectors affected by the project as well.

Furthermore, the partnership should not be concentrated in only one
country, at one administrative level nor focused on only one economic
sector but should demonstrate a larger geographic or sector perspective.

Political commitment is often crucial for transferring the strategies worked
out in the project into real actions or investments. In addition, involvement
of public authorities might facilitate the implementation of project results.
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Otherwise there is a risk that e.g. the strategies developed by the projects
are not recognised by the respective decision-makers.

Project partners should be involved already in the project drafting phase in
order to incorporate ideas from all partners and to ensure a high level of
commitment to the project. In addition, during the preparatory phase
partners can test how the co-operation works before the implementation of
the project activities is started.

Involvement of permanent staff of the participating organisations helps the
network to keep operating after closing the actual project activities and
ensures that the knowledge gained during the project implementation stays
in the organisation.

Associated organisations

Associated organisations in the Baltic Sea Region Programme projects are
organisations that support the project implementation but are not
considered as project partners. This means that they have to finance their
activities from own resources, as their expenditure in the project cannot be
co-financed by Programme funds. Associated organisations could be e.g.
ministries, which do not want to apply for Programme co-financing because
of administrative and financial reasons. Organisations whose legal status
does not fulfil the requirements of the Programme (see chapter 2.1.1 Legal
status) can also participate in the project as associated organisations.

To demonstrate the commitment of associated organisations® to the project
the letters of support for the project activities may optionally be submitted
together with the application form. There is no formal model to such letters.
The letter should be in English and preferably include description of the
organisation’s role/contribution to the project and explain its particular
interest/benefit. The letter of support is perceived as a formal proof of
involvement of an associated organisation. Therefore, the information
provided in the letter should also be presented in the relevant parts of the
application form.

Involvement of Russian organisations

Projects are encouraged to involve Russian organisations despite the non-
availability of ENPI funds for Russia. In this regards, projects are
recommended to:

f) discuss to which activities the involvement of Russian organisations can
bring added value, and

g) investigate alternative ways on financing the involvement of Russian
organisations (e.g. national funds).

° Bodies that do not have a project partner status but are nevertheless involved in project activities.
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In general, all lead partners and project partners receiving ERDF co-
financing are allowed to pay for activities that are implemented on the
territory of countries outside the European Community, i.e. also in RU.
However, there are certain restrictions:

» Not more than 10 % of the ERDF co-financing of the project can be used
to finance the above-mentioned activities.'°

» The above-mentioned activities must be described in the application
form and realised for the benefit of the regions of the EU Member States
belonging to the Programme area. Of course they can additionally
benefit Russia.

It has to be underlined that the costs for the above-mentioned activities
must be incurred and paid by EU project partners. It is not possible that
costs of organisations located outside the EU territory are reported to the
Programme for reimbursement.

2.4. Partner declaration

The aim of the partner declaration is to ensure that the respective partner is
capable of participating in the project from a legal and financial point of view
and is able to deliver the planned outputs. The signing of the partner
declaration is compulsory for all project partners (including the lead partner).
Among others, the partner declaration includes a statement that the
respective partner:

» complies with the Programme eligibility requirements regarding the legal
status of partner organisations

» does not receive any other Community funding for the activities
scheduled in the action plan;

» does not receive funding from any other public sources that would
exceed the amount of obligatory national co-financing which has to be
provided by partner organisation to co-finance the project activities.

Pk possesses sufficient human, financial and administrative capacity to
implement the assigned project activities;

» will carry out activities in line with Community and national legislation
and Programme rules, especially the state aid rules®!.

» is familiar with the content of the application form and understands what
its role in the project will be;

» will operate within a given budget (the concrete amount must be
specified);

10 Cf, chapter 5.2.10 ‘Use of ERDF co-financing outside the EU and Programme area’
1 Each project partner organisation has to confirm that it complies with the state aid rules and follows the
conditions of the Programme (cf. chapter 1.4.6).
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» is entitled / is not entitled to recover VAT.

A partner declaration must be completed and signed by a person entitled to
make financial commitments on behalf of the organisation in the standard
version provided for in the Application Package. The wording in the standard
partner declaration may not be changed in any way. All information in the
declaration (especially the financial figures) must correspond to those given
for each partner in the application form.

The partner declarations have to be attached to the application form and
sent in one single package to the Joint Technical Secretariat. Photocopies of
partner declarations are accepted at the stage of submission of project
proposals. The originals will have to be submitted after the project has been
approved by the Monitoring Committee.

Acquiring the partner declarations from the partners can be a lengthy
process. This should be taken into account when preparing the project
application.

The lead partner has to ensure the implementation of the entire project. The
budget presented in the application forms a contractual basis, i.e. its non-
fulfilment might lead the Managing Authority to terminate the grant contract.
Therefore it is advisable to only consider reliable partner declarations and
secured promises of financial contributions. The partner declarations are
valid for the given call only. In case of reapplying in the following call, the
lead applicant must collect new partner declarations from all partners once
more.

2.5. Partnership agreements

The project partners should give full support to the lead partner to ensure
the successful implementation of the project. In order to ensure the high
quality and fulfilment of objectives of the project, a contract between the
lead partner and project partners has to be concluded!?. The partnership
agreement formalises the division of mutual responsibilities and rights of
partners. In addition it comprises, i.a. provisions guaranteeing a sound
financial management of the project.® This includes arrangements for
recovering funds unduly paid to the project partners.

The partnership agreements should be concluded among all project partners
before the first payment request is submitted. The first level controller of
the lead partner has to verify that a partnership agreement has been signed
by all project partners and that this agreement contains clauses which
regulate the minimum requirements stipulated below. Upon request the
partnership agreement has to be sent to the Joint Technical Secretariat
together with the progress report.

2 Regulation 1080/2006, Article 20(1)

3 The principle of sound financial management is defined in Art. 27 (1, 2) of Council Regulation (EC,
Euratom) No 1605/2002. This regulation says that the budget shall be spent “in accordance with the
principles of economy, efficiency and effectiveness.”
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Project partners will only receive Programme co-financing of their costs after
they have signed the partnership agreement. In case a partner has not
signed the partnership agreement by the time the second progress report is
due it will be removed from the project partnership. In such case the lead
partner has to follow the project change procedure foreseen for a
discontinuation of a project partner’s financial contribution to the project
(partner drop out), for details see chapter 10.6. The request for this project
change has to be submitted to the JTS together with the second progress
report at the latest.

not compulsory for the lead partner and its project partners to adopt the
example clauses. Issues that are to be stipulated in the partnership
agreement depend on the specific needs of each project. Therefore, the lead
partner can negotiate the example of the partnership agreement with its
project partners. However, the partnership agreement should fulfil the
following minimum requirements:

» Definition of the joint objectives of the project;

» Definition of roles and responsibilities of the project partners (including
the lead partner) and their mutual obligations, especially regarding

Implementation of the project activities,
Establishment of a sound financial management structure,
Reporting obligations and related deadlines to be met,

Retention of documents,

¥y ¥ ¥ ¥ ¥

Observance of information and publicity measures (see chapter 5.2, no.
5.2.6 Publicity rules and chapter 8);

» Detailed work plan, including the operational structure and responsibility
for the different work-packages and their administration, as well as the
duration of the individual partner activities (in consistence with the MC
decision and grant contract) and handling of potential changes in the
project set-up;

» Detailed project budget, including the co-financing for and contribution
of each project partner (including the lead partner) and handling of
potential changes in the project budget;

» Detailed spending plan for all project partners (including the lead
partner);

» Agreement on the cost sharing method (see chapter 5.5.2 Minimum
requirements of cost sharing);

# Provisions regulating the partners’ liability and the consequences of non-
fulfilment of obligations;

» Arrangements for recovering funds unduly paid to the project partners;

» Procedures for solving disputes and imposing penalties;
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» Working language shall be English, communication;
» Handling of potential changes in the project partnership;
» Physical or intellectual ownership of the outputs

The lead partner shall ensure that expenditure presented by the partners
participating in a project has been incurred for the purpose of implementing
the project and corresponds to activities agreed between the partners.
Therefore, the budget of each partner should be formally agreed in the
partnership agreement. However, it should be prepared already by the time
of applying funding for the project.

It is important that the project partners transfer information for progress
reports to the lead partner regularly and in time. In order to ensure this, the
project partners should add a respective clause in the partnership
agreement according to which the project partners have to transmit to the
lead partner 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 JTS.

For the successful management of the partnership and completion of the
project, the LP may agree with the project partners to set up a Project
Steering Committee responsible for monitoring the implementation of the
project.

All changes in the project set-up!* that are approved by the Monitoring
Committee and/or the Investitionsbank Schleswig-Holstein and that affect
the content of the partnership agreement shall result in an addendum to the
partnership agreement (incl. annexes). This addendum must be signed by
the LP and its project partners until the end date of the closure phase at the
latest!. With the final progress report the first level controller of the LP has
to verify that such an addendum to the partnership agreement has been
signed by the LP and all project partners. Project partners will only receive
Programme co-financing of their final costs if they have signed the
addendum to the partnership agreement.

Project management, duration and work plan

Project management

The term ‘project management’ includes both coordination of issues related
to activities as well as administrative and financial management of the
project and its accounts. The management of a transnational project is a
challenging and time-consuming task. Therefore the project staff should
have experience in the management of (international) projects, be able to

4 For more information about project changes see chapter 10.6 Changes in the approved project set-up
5 For information about the project duration see chapter 3.2 Project duration).
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handle the challenges of different languages and cultures, and should enable
the partnership to work together as a team.

Each project should appoint a person responsible for establishing and
maintaining the project implementation system (project coordinator). The
tasks assigned to a project coordinator could for example include:

» co-ordination of activities (division of tasks) among the involved
partners and ensuring that these tasks are subsequently fulfilled;

» monitoring the progress of the project and ensuring the delivery of
planned outputs

» securing an efficient use of the project’s resources;
» being a contact point for the project;

» ensuring proper information flow - continuous communication between
the Programme (secretariat) and the project partnership as well as
between the project partners;

» preparation and submission of the activity report as part of the progress
report to the Joint Technical Secretariat every six months (see chapter
10.4 Monitoring and reporting).

The project coordinator should have a sound knowledge of the issues
addressed by the project and be 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 form.

Proper coordination of project activities is not the only aspect that needs to
be ensured by the lead partner. Professional financial management at
project level is also essential. Each lead partner should therefore appoint a
skilled financial manager, who is responsible for an adequate and orderly
accounting practice and the proper management of the project budget,
including ERDF/ENPI/Norwegian co-financing. This means that the financial
manager should ensure:

# a sound book-keeping system;

» proper documentation of payments and payment flows, a well-
functioning audit trail;

# selection of first level controllers (see chapter 11.2 The first level control
system)

» compliance with EU and national legislation as well as Programme rules
about financial management, eligibility of costs and public procurement;

B a clear communication of the aforementioned rules and regulations to
the project partners (e.g. through: project partner training, provision of
information and regular updates, a close contact to the first level
controllers, etc.);

» observance of the budget allocation;
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» adherence to the project’s spending plan, including the set-up of reliable
cash flow forecasts and tight control of the incurred cash flows as a
consequence of the n+3/ n+2 rule (see chapter 5.3. De-commitment of
ERDF co-financing (n+3/n+2-rule)) and

» timely preparation of the six-monthly financial progress reports.

The financial manager should work in close contact with the project co-
ordinator and the first level controllers in order to establish effective project
monitoring and financial systems. These systems should guarantee clearly
identifiable costs and outputs of the project, proper and orderly payments
and handling of the grant, including the traceability of the different funding
sources (i.e. ERDF/Norwegian/ENPI co-financing and the partners’ own
financing).

For all projects, it is strongly recommended that the lead partner (and
project partners) open(s) a separate bank account or sub-account to which
the Programme will transfer the ERDF/Norwegian/ENPI co-financing and
from which the project partners will be reimbursed. Lead partners of
projects receiving ENPI co-financing are strongly recommended to keep a
(sub-) account in EUR.

This will ensure that project funds are explicitly separated from the lead
partner’s general budget and can be clearly identified, as well as properly
monitored and managed (see also chapter 10.3.4 Setting up a project
accounting system).

It is very important that project coordinator and financial manager are
involved already in the development phase of the project. In addition, a
contact person from the lead partner organisation should be available at
least six months after the project’s official end date to enable a smooth
closure of the project.

Each project also has to comply with the EU requirements on information
and communication and visibility of actions. Therefore, each project is
recommended to appoint an information manager responsible for
implementation of information and communication measures (it could be e.g.
the same person as project coordinator). For more information, see chapter
8. Information and communication.

The tasks of the project co-ordinator, financial and information managers
are crucial throughout the project duration and their importance should not
be underestimated. As English is the working language of the Programme,
all contact with the Joint Technical Secretariat should be in English.

Project duration

The project duration consists of three phases: a contracting phase, an
implementation phase and a project closure phase. For an overview please
see the chart below.
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Project preparation Project duration
Up to 1 year prior to 15 - 42 months
the closure of the Call
till the MC funding Project Project implementation Project closure
decision contracting 12 - 36 months 3 months after
3 months (as indicated in the the project
application form) implementation
‘MC funding decision: End of  Project end
phase

The contracting phase covers fixed three months from the decision of the
Monitoring Committee (MC). The length of the contracting phase is the same
for all projects. During this phase lead partners are expected to submit
missing documentation (e.g. originals of partners declarations) and, if
necessary, clarifications (e.g. on eligibility of partners in question). Within
this phase the grant contract is expected to be concluded. Regardless of
when the grant contract is signed, the contracting phase ends exactly three
months after the MC decision.

The applicant has to indicate the length of the implementation phase in the
application form. The duration of the implementation phase may vary for
each project and can last from 12 up to 36 months. The implementation
phase starts three months and one day after the MC decision. However,
project partners co-financed from ERDF or Norwegian funds may begin with
some activities already on the day after the MC decision and before the start
date of the implementation phase.

The closure phase may last up to three months after the end date of
implementation phase. This is the time for winding-up activities related to
the project administration - WP1 (e.g. compiling final progress report). It is
also the time to execute final payments of project activities that were closed
in the implementation period (e.g. paying out salaries for WP2-WP7 related
activities, paying out the costs of the final conference etc.). Projects should
keep in mind that in this period only activities related to project

management and administration - WP1 can be still implemented.
Implementation of any other activities in this period will be considered
ineligible.

As a general principle the project duration may vary from 15 to 42 months,
depending on the length of implementation of the project activities phase
and project closure phase. At the end of the programming period, all
projects have to be finalised in due time enabling the Programme closure.
Therefore, the implementation of main stage projects must end no later
than 31 March 2014, respectively the duration must end no later than
30.06.2014. For 5th call and extension stage projects the implementation
must end no later than 30 September 2014, respectively the duration must
end no later than 31 December 2014.
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For a more detailed overview of the project phases, the eligible costs in
different phases and the specific obligations of the lead partner please see
chapters 9.4.2 Contracting of projects and 9.5 Extension Stage.

Project work plan

In the application form all projects are asked to specify their activities as far
as possible including the involvement of the partners. The projects in the
Baltic Sea Programme are required to apply a transnational approach in the
project implementation. Therefore it should be clearly described in the work
plan, how the project partners from different countries are working jointly in
order to produce the planned outputs and to achieve the expected results.

A well-structured work plan should help a project to organise its activities.
The work plan used in the Programme is based on work packages (WP) and
milestones. Defining work packages enables the project to break down its
work to easily distinguishable groups of activities that are focused on
delivering specific outcomes. There are three pre-defined work packages in
the application form: WPO for description of project preparation activities,
WP1 for project management and administration and WP2 for
communication and information. In addition the project may define up to
five further work packages.

It is expected that the work plan consists of a logically interlinked chain of
actions, in which the outcome of a previous activity enables the start of the
following one. Therefore the projects are asked to define certain important
points in the implementation process of the work packages, so-called
milestones. Milestones indicate a completion of a series of core activities
which results in the delivery of main outputs, and/or readiness to begin a
new stage (e.g. completion of a thematic expertise, completion of a pilot
study, or a conference presenting project results, etc.).

For monitoring purposes projects are asked to indicate in which six-month
reporting period milestones and main outputs are planned to be achieved. It
is expected that there will be at least one milestone/ main output indicated
for each year of the project implementation. In the course of monitoring the
Joint Technical Secretariat (JTS) follows the achievement of the planned
milestones and the progress of development of the main outputs.

The work plan is directly connected to the project budget. Therefore, during
the preparation of budget plans, it is important to base figures on planned
activities. In the application form the projects are asked to include their
spending targets on six-month basis (reporting periods). The projects are
obliged to follow these targets throughout the implementation. Chapter 5
Project budget and applicable rules gives some recommendations for budget
planning, which are based on the experience of the predecessor INTERREG
ITI B Programme.
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Investments in projects

Programme expectations towards investments

As stated in the Operational Programme (OP) the projects implemented
under the Baltic Sea Region Programme should achieve tangible and
strategically relevant outcomes - this includes investments. Otherwise,
projects are encouraged to strengthen their potential for future investments
from other resources. Therefore the preparation and implementation of
investments of transnational relevance are strongly supported in the
Programme.

The requirements for investments of transnational relevance, in other words
transnational investments, are described in the OP as follows:

“Transnational investments come out in the course of the project as an
effect of joint transnational work. Preparation, implementation and
evaluation of such investments should be done in a clear transnational
context. This context means that the project should either:

» follow a transnational physical or functional link (e.g. transport corridor,
tourism route, network), the placement of which has been analysed
from a transnational perspective and which demonstrates a socio-
economic or environmental impact over the national border,”

Examples:

* technical infrastructure improving innovation performance of a
transnational network of SMEs and research organisations;

*# technical infrastructure improving the diffusion of knowledge across the
BSR;

* infrastructure and technical investments in ports, railway routes and
road junctions improving the operability of a transnational transport
corridor;

* technical equipment enhancing effectiveness of action in case of marine
accidents in the Baltic Sea.

A\

or

+ create a transferable practical solution (blue-print) through a case study
in one area, which is in the following milestones jointly evaluated by the
project partners and transferred for testing in at least two other
participating countries.”

Examples:
* new and broadly applicable technologies for SMEs;

* [CT solutions unlocking accessibility of peripheral areas;
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* technical equipment of rescue ships;

¢ solutions reducing land-based marine pollution;

& solutions for efficient production and using of bio-mass;
* solutions for energy saving in buildings;

¢ technical solutions increasing the share of public transportation.

The Programme does not finance investments that do not have transnational
relevance.

Examples of investments that are not transnational:

* A selection of local investment projects only linked with each other by
the need for EU funding;

* Investments that have been planned before the start of a transnational
project in a national, regional or local context without a clear need for a
transnational approach;

* Investments only related to each other through a vague thematic
relationship;

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

Because of the limited financial resources the Programme does not finance
investments of more than 10 MEUR. The Programme does not set any limits
on how large each (in percentages) investment may be in a project. For
example, if the preparation of an investment is already done in a clear
transnational context (e. g. in a previous project) more than 50% of a
project budget can be planned for the implementation of this investment.

In order to support a proper joint preparation of transnational investments,
the Programme offers a possibility for an extension stage for investment
projects. If a project foresees an investment or series of investment with a
budget higher than 100,000 EUR, it can take a two-stage approach. First
stage is the regular project, where the investments are planned in a
transnational process (i. a. in order to decide on location/s, to set the exact
budget and other details of the investment/s). The second stage is an
extension stage to the regular project, where the investments are
implemented. The extension stage instrument is further explained in chapter
9.5.

The difference between equipment and investments in
the Programme

The Programme makes a clear difference between project equipment
and investments (see also chapter 5.1. Budget lines). An investment is an
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output or a result of the project that remains in use by the project’s target
group after project completion. As stated above investments in the BSR
Programme must have transnational value either as a part of a transnational
physical or functional link or because of their pilot character as a
transnationally transferable practical solution (see examples in chapter 4.1.
Programme expectations towards investments). Project equipment on the
other hand is purchased by a project partner or already in possession of a
project partner and used in order to carry out project activities (e.g. a
computer for the project coordinator, equipment for carrying out necessary
measurements in a project). Such equipment does not have to be used by
the project partners or the project’s target group after the project duration.

Following this, for example a computer is regarded as (a part of) an
investment, if it belongs to a technical network that the project has created
as an output, in order to support the transnational performance of SMEs.
Whereas a computer is regarded as equipment if it is used by a project
partner in order to work in a project and does not belong to any project
outputs that are benefiting project target groups also after the project.
Furthermore for example a measuring instrument is regarded as equipment
if it is needed for carrying out a study in a project, but as (a part of) an
investment if it belongs to a technical solution produced by a project and as
a solution transferable to other partner regions (even if the concrete model
investment is staying and further used only in one location).

Investments co-financed by the Programme are aimed at public use and
their ownership cannot be changed during five years after the project has
been finalised. Full costs of investments can be reimbursed in the
Programme. Equipment is used only in project lifetime and only its
depreciation value can be reimbursed for the project (see also chapter 5.1.
Budget lines).

Rules and regulations to be followed

All projects that carry out investments have to be aware and follow the
national and EU regulations and other provisions concerning the
implementation of the investment in question. For example depending on
the type of investment an environmental impact assessment and building
permit may be needed (e. g. construction works). For each investment item
the project has to state in the application form whether a building permit is
needed, and if yes, whether the respective partner already has it or when
the partner expects to get the permit. Before the projects are selected for
funding the representatives of the participating countries in the MC are
responsible to check whether the investments planned for their country are
in  compliance with the national regulations. During the project
implementation it is the responsibility of the first level controllers to check
that the implementation of investments is carried out in accordance with the
national and EU regulations as well as to ensure that the implementing
partner is in possession of all the documents needed for the implementation.
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The JTS may ask for copies of such documents if needed. Concerning the
eligibility rules of the Programme in general, public procurement, rules in
case of revenues and depreciation see further the chapter 5.1. Budget lines.
Guidance concerning the publicity rules as well as inventory of investment
items (similar to equipment) is given in chapter 8. Information and
communication. Rules concerning the ownership of an investment after
project closure are explained in chapter 15. Closing of the project.

Project budget and applicable rules

The project budget is composed of the following financial resources (please
see also the chapter 2.1. Eligible project partners and co-financing rates):

a) ERDF co-financing (Funding from the European Regional Development
Fund (ERDF) which is available for eligible partners from the EU Member
States).

b) ERDF partners' contribution (Eligible contribution from project partners of
the Member State that is used to generate the ERDF co-financing).

c) ERDF budget (The sum of ERDF co-financing and the ERDF partners’
contribution which is available for eligible ERDF partners.).

d) Norwegian co-financing (Funding from Norwegian national funds which is
available for eligible Norwegian partners).

e) Norwegian partners’ contribution (Eligible contribution from Norwegian
project partners that is used to generate the Norwegian co-financing).

f) Norwegian budget (The sum of Norwegian co-financing and the Norwegian
partners’ contribution).

g) ENPI co-financing (Funding from the European Neighbourhood and
Partnership Instrument (ENPI) which is available for eligible partners from
Belarus and the EU Member States).

h) ENPI partners' contribution (Eligible contribution from project partners of
Belarus and the Member States that is used to generate the ENPI co-
financing).

i) ENPI budget (The sum of ENPI co-financing and the ENPI partners’
contribution).

TOTAL PROJECT BUDGET (The total amount of financial resources that are
available to cover the project’s expenses during the project duration).

Please note that organisations applying for funding in the legal status
categories a)-d) (see chapter 2.1.1 Legal status) are regarded as public.
Organisations applying for funding in the legal status category e) are
regarded as private.
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ERDF budget

|
ERDF co-financing i ERDF partner’'s contribution

a' (50%, 75%, 85%) | - public or private -

;I | (50%, 25%, 15%)

=

g Norwegian budget

O

; Norwegian co-financing Norwegian partner’s contribution

g (50%) - public or private -

o) (50%)

c

w)

& ENPI budget

m

= ENPI co-financing ENPI partner's contribution
(90%) - public or private -

(10%)

5.1. Budget lines

It is crucial that each project partner plans its budget when developing the
project application form. Involvement of all project partners in the planning
stage results not only in a stronger partnership but also in a more realistic
project budget.

’

In the application form it is not required to specify the project partners
budget per budget line, work package or six-monthly reporting periods.
Nevertheless, it is recommended to prepare the budget of each project
partner in this way. This approach facilitates the preparation of the project
budget by the lead partner and leads to better management and monitoring
of the project during its implementation.

Under the Baltic Sea Region Programme 2007-2013 the ERDF, ENPI and
Norwegian co-financing will be granted to expenditure directly related to the
project activities with reference to the following budget lines:

BL1 Personnel

BL2 External services

BL3 Travel and accommodation
BL4 Equipment and investment
BL5 Other direct costs

The main preconditions for eligibility of all expenditure are:

» all activities comply with the principles of real cost, efficiency,
economy and effectiveness (see chapter 10.4.9 Requirements to the
reporting of costs);

» all expenditure is generated by the project;
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>

>

all expenditure is essential to the project’s implementation and would
not have been incurred if the project had not been carried out (value
added), and

all expenditure is supported by invoices or other equivalent accounting
documents directly attributable to the project or project staff.

The detailed eligibility rules for each budget line are set out in the next
chapters. More details and examples concerning specific eligibility questions
can be found in the Programme’s FAQ section on eu.baltic.net.

5.1.1. BL1 Personnel

Under this budget line, the following costs are eligible:

>

>

Personnel costs (including salaries, wages, employment taxes, social
security, health insurance and pension contributions) of the staff directly
engaged in the project and employed by the project partner institution
on the basis of an employment/labour contract according to the law
applicable in the country of the project partner location;

Unpaid voluntary work based on a written agreement.

The following documentation of the personnel costs should be available for
the first level controller:

>

>

>

payslips or other accounting documents where the personnel costs are
clearly deducible;

timesheets'® or any other internal record of the working time that fulfils
the minimum requirements of the timesheet;

employment/labour contract;

other documents of proofs required by the first level controller.

At minimum the timesheet must:

>

be filled in separately for each employee and worker involved in the
project;

contain information on a monthly basis about the hours worked for the
project;
briefly state the activities performed within the project;

be signed by the employee and his/her supervisor

t17

in addition, in case of part-time employment™’ for the project:

* also indicate total hours worked outside the project (Activities to be
defined as “Other”).

6 Templates are available on eu.baltic.net (‘Management toolkit’)

7 The Programme defines part-time employees as employees who spend their working time work (as
stipulated in the employment contract) partly for the project and partly for other activities (e.g. own
organisation, other projects).
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The personnel costs for part-time employees in the project have to be calculated
based on an hourly rate and hours worked for the project. The calculation of the
hourly rate should be:

» based on the real personnel costs (according to the national rules), and

» based on the total actual hours worked. Hours for sick leave, parental
leave and vacation shall not be included in the timesheet, neither in the
hours worked for the project nor in those worked outside the project (by
this the hourly rate already includes the proportion of the costs for the
leave), unless this is otherwise regulated on national level (e.g. hourly
rate based on working hours set in the employment contract). However,
any other method cannot result in higher hourly rate than the hourly
rate calculated as personnel costs divided by actual hours worked (see
example below).

» For each progress report the working hours must be recorded for the
whole reporting period or at least 6 months.

Example for 6 months period:

Reporting period

Personnel costs 2,000.00 EUR
Hours worked for the project 116 hrs.
Hours worked outside the project 60 hrs.

Hours worked in total 176 hrs.
Hourly rate (2,000 EUR/176 hrs.) 11.36 EUR
Project related personnel costs (116 hrs x 11.36 EUR) 1,318.18 EUR

This is only an example and projects are strongly recommended to take into
account all applicable national regulations when calculating the hourly rates
for their part-time employees in the project.

In kind contributions except for unpaid voluntary work are not eligible.
Each project partner can report the value of unpaid voluntary work only up
to the amount of its individual partner contribution to the project. This
means that unpaid voluntary work can amount from 10% to 50% of the
total eligible expenditure of each project partner, depending on the project
partner location and source(s) of funding (ERDF, ENPI or Norwegian co-
financing). Within the BSR Programme 2007 - 2013 unpaid voluntary work
is defined as work, which is done on a voluntary basis and for which the
person does not receive any remuneration from whatever source or which is
not part of his/her paid assignment within the organisation he/she is
working for.

Examples:
» students carrying out research for the project;

# volunteers working for an NGO not receiving any salary/wage for the
work done within the project.
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Unpaid voluntary work must be:

>

>
>
>

essential to the project;
based on a written agreement;
proved by timesheets indicating the hours worked for the project;

objectively valued, e.g. by the project partners and 1st level controller.
The hourly/daily rates for remuneration of equivalent work® in the
country/region of the project partner should provide the basis for this
valuation;

listed in each progress report stating the project partner who has
reported unpaid voluntary work.

Cost of personnel hired under a contract other than the employment or
labour contract should be included under BL2 External services.

The following costs are not eligible:

>

additional voluntary contributions to the health and social systems not
based on the employment/labour contract or tariff agreement (e.g.
additional voluntary contribution to the pension scheme or additional
voluntary health insurance);

additional unjustified payments or voluntary remuneration (e.g. extra
bonuses not based on the employment/labour contract or tariff
agreement etc.);

unpaid voluntary work provided by persons employed by the project
partner organisation (from which they receive a salary or other
remuneration);

direct’® or indirect (overhead) administration costs. Direct
administration costs should be budgeted under BL5 ‘Other direct costs’.

5.1.2. BL2 External services

Under this budget line the work done by an external expert, consultant or
other supplier of external services is eligible provided that the following
conditions are fulfilled:

>

>

>

the work is essential to the project;

the costs are reasonable according to the standard rates in the country
where the contracting project partner is located;

Community and national public procurement rules are followed?° by the
EU and Norwegian project partners with ERDF/ENPI/Norwegian budget®';

8 Commission Regulation (EC) No 1828/2006, Art.51, point 3

9 Direct administration costs should be budgeted under BL5 ,Other direct costs’.

20 See chapter 1.4.3 Directive on public procurement and the horizontal rule on public procurement in
chapter 5.2.4 Public procurement

21 In accordance with chapter 9.6 of the Operational Programme
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» procurement rules defined in ENPI regulations (in particular in the
Practical Guide to contract procedures for EU external actions) are
followed by Belarusian project partners;

» the basic principles of transparency, non-discrimination (on grounds of
nationality) and equal treatment laid down in the EC Treaty have been
respected for all contracts.

The project must break down the main planned external services in the
application form?? and report in the progress reports all external services,
which were actually delivered and paid out.

All contracts for external services must be backed up by the necessary
documentation required by the national and Community legislation and
Programme rules. All documents must be available and preserved (e.g.
tender documentation).

Examples of eligible costs:

» external expert hired for project co-ordination;
external first level controllers;
external researchers;

external speakers for events;

¥y ¥ ¥ v

external IT and web consultants, e.g. creating and maintenance of a
web page;

» external translators, interpreters;

» external company designing, editing, printing, distributing, etc. project
brochures /leaflets /publications /bags;

» external publishers of promotion articles, inserts in newspapers, press
releases, etc.;

+ expenditure of external organisers of project events, e.g. rent of hotel
premises for the event, catering, etc.

Advance payments to the external service providers can be reported in the
payment claim only after the (partial or full) delivery of the purchased
services/goods. Partial delivery means that a part of the contracted
services/goods has been delivered to the contracting project partner, for
example a draft of the study or a part of it.

The following costs are not eligible:
» contracting between project partners 3;

B contracting of employees of the project partner organisation as external
service providers, e.g. as freelancers;

22 The overview in the application form is not an exhaustive list and can be changed during the project
implementation without an approval of the JTS.
23 1n case of sharing of the common costs, please refer to chapter 5.5 Sharing of project costs.
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» any services provided by another unit (internal) of the same project
partner organisation (e.g. translator, IT expert performing any tasks for
the project). These costs should be reported under BL1 Personnel;

» advance payments which are not based on an invoice or accounting
document of equal value which is provided by the external supplier;

» basic courses, seminars, etc.

5.1.3. BL3 Travel and accommodation

Under this budget line the following costs are eligible:

» Travel costs, directly related to and essential for the effective delivery of
the project and covering economy class travel on public transport. As a
general rule the most economical way of transport must be used;

» Accommodation, provided that the costs are in line with the national
rules (including duly justified exceptions allowed by the national law);

» Subsistence allowances for project staff occurring from project work
related travel. The subsistence allowances must not exceed the usual
subsistence allowances of the public authorities of the project partner
country and must comply with the rules applicable in that country.
Despite of the project partner’s legal status the subsistence allowances
rates of the public authorities have to be followed.

The total amount of accommodation and daily allowance costs paid from the
ENPI budget cannot exceed the per diem rates set by the European
Commission.

In well justified and documented cases the lead partner and the project
partners have the possibility to cover travel and accommodation expenses of
a few guests and to report them under this budget line. The participation of
the guests must be relevant and valuable for the outcome of the event.

Business trips within the Programme area are eligible (see chapter 1). The
costs of trips to Belarus, Norway and Russia have to be indicated by projects
in each progress report under section FR5, column “costs outside EU”.
Highlighting the amounts spent outside the EU in the projects’ progress
reports is necessary for the JTS to be able to follow the 10% rule on the
overall Programme level. (see chapter 5.2.10).

Business trips within the European Community are eligible. Business trips
within the Programme area and within the European community do not
require prior approval of the JTS.

Business trips outside the above mentioned areas and additional to those
described in the application form approved by the Monitoring Committee are
subject to a prior approval by the Joint Technical Secretariat.

The following documentation must be made available to the first level
controller in case of travel:


http://ec.europa.eu/europeaid/work/procedures/implementation/per_diems/index_en.htm
http://ec.europa.eu/europeaid/work/procedures/implementation/per_diems/index_en.htm
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» original tickets and all other original documentary evidence for the travel
(i.e. boarding pass, invoices/other equivalent documents for
accommodation, in the case of e-tickets without a standard flight ticket
an e-mail with the booking number serves as a proof etc.);

b travel report or equivalent memo (containing basic information about
the meeting e.g. event agenda/program).

The following costs are not eligible:

» for ERDF and Norwegian project partners: costs exceeding national
limits (e.g. rate per room per night) or not complying with the
exceptions set by national rules;

» for ENPI project partners: costs exceeding the national and the
European Commission’s limits;

» travel in first or business class, unless it is clearly proved that there was
no other option or that this was the most economic/less expensive
option (documentation on the justification is required);

» subsistence allowances for guests;

b use of taxi if public transport is available, unless duly justified
(documentation on the justification is required);

» use of car (e.g. company car, private car), unless duly justified and
documented (e.g. public transport is not available, car is the most
economic option). In case a car is taken only travel costs connected to
the business trip within the project are eligible and must be accounted
according to the national rules (e.g. mileage allowance);

» travel and accommodation costs of participants from outside the project
partnership in project events (e.g. trainings, seminars) whose
contribution is not relevant for the project.

5.1.4. BL4 Equipment and investment

Under this budget line the following costs are eligible:
» depreciation®* expenditure of depreciable equipment;

# costs of equipment which is not depreciable (e.g. low-value asset) or
rent of an equipment;

» investment costs.
Costs of equipment and investments are eligible provided that they were:

» not financed from any other financial instrument (e.g. EU, international,
national or regional);

» not fully depreciated;

» not already included in another budget line;

24 Commission Regulation (EC) No 1828/2006, Art.53
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» not purchased from another project partner;

» incurred during the eligible project duration (e.g. for equipment that is
purchased before the project approval but used for project purposes
only the depreciation related to the project duration is eligible);

» respecting the relevant public procurement rules.

The purchase costs of second-hand equipment or investment are eligible
provided that the following three conditions are fulfilled:

» the seller of the equipment/investment item must provide a declaration
stating its origin, and confirm that at no point during the previous seven
years it has been purchased with the aid of other financial instruments
(EU, national or other grants);

» the price of the equipment/investment item must not exceed its market
value and must be less than the cost of similar new equipment;

# the equipment/investment item must have the technical characteristics
necessary for the project and comply with applicable norms and
standards.

Every co-financed piece of equipment and investment must comply with the
information and publicity rules set by the Commission Regulation (EC) No
1828/2006, in particular with the provisions of Article 9 and of Annex I and
must be identified with the specific label as mentioned in chapter 8
Information and communication of this manual.

In case equipment and investments are bought by ENPI partners from ENPI
co-financing, they must be according to a prior agreement transferred to
any Belarusian partners and/or the final recipients of the project results in
Belarus, at the latest by the end of the project duration. Transfer of
equipment and investments with a total purchase price of more than
5,000 EUR have to be carried out on the basis of a transfer of ownership
document, which must be kept in the receiving partner’s organisation for
verification purposes. If equipment and investment items become the
property of a partner organisation, it should be registered in its accounts.

Project equipment is defined as a tool or device which is purchased by a
project partner or already in possession of a project partner and used in
order to carry out project activities. EQuipment does not have to be used by
project partners or project target group after the project duration. However,
the equipment must be essential for the project outcomes and related solely
to the project. The equipment’s functions/features must be in line with the
project’s needs. If it is not exclusively used for the project purposes, only a
share of the cost, depreciation or rent can be allocated to the project. This
share has to be calculated according to a justified and equitable method.

For equipment which is depreciable only the depreciation expenditure
resulting from applying the national accounting regulations is eligible. The
monthly share of this depreciation expenditure should be calculated and
multiplied by the month(s) of the equipment’s use for the project.



Baltic Sea Region Programme Manual

Accordingly, the depreciation rate can vary between the project partner
countries.

For equipment which is not depreciable according to the national accounting
regulations (i.e. for example below the national accounting threshold set for
depreciation, low-value assets) the total cost of the equipment can be
reported (if the equipment is solely used for project purposes).

It is also possible to rent equipment provided that the rental is the most
economic and cost-effective way of getting the equipment for the project
purposes.

Examples of equipment:
» IT equipment (PC, monitor, printer, incl. common software);
special software;
scanner;
digital projector;
digital / video camera;
office furniture;
exhibition equipment
special measurement equipment;

laboratory equipment;

¥y ¥ ¥ ¥ ¥ ¥ ¥ v ¥

other specific equipment needed for carrying out the project activities.

Costs for equipment items of part-time workers?® are only eligible if the
equipment is used for the project purposes, and all eligibility conditions as
set out in the second paragraph of budget line 4 are fulfilled.

Neither the purchase nor the leasing of a car is eligible. If a car shall be
used for business travels in the project, it is important to observe the rules
stipulated under BL3.

The term investment refers to an output or a result of project activities
that remain in use by the project’s target group after the completion of
project activities.

The cost of the investment is fully eligible provided that:

» all eligibility conditions as set out in the second paragraph of budget line
4 are fulfilled;

» all compulsory requirements set by Community and national legislation
related to the respective investment are fulfilled (e.g. feasibility study,
environmental impact assessment, building permission etc.).

25 j.e. staff members that work partly for the project and partly for the organisation or another organisation

or project
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The investment must be of transnational relevance. For more information
and examples, see chapter 4 Investments in projects.

In the application form there are two tables, one for the specification of the
equipment and one for the specification of the investments. For each cost
item the project partner that will purchase the equipment/investment, the
location of the equipment/investment and the planned budget have to be
specified.

In the progress report the actual costs, depreciation or the rent will be
reported. As only equipment and investment specified in the contracted
application form and approved by the Monitoring Committee are eligible for
co-financing, the nature (and intended use) of all reported costs items must
correspond to the equipment and investment items in the application form.

5.1.5. BL5 Other direct costs

All direct costs relevant to the project which cannot be included under any of
the above mentioned budget lines can be included here. These costs must
be directly generated by the project and fulfil the following conditions:

» they are essential to the project’'s implementation and would not have
been incurred if the project had not been carried out and

» they are supported by invoices or other equivalent accounting
documents directly attributable to the project or project staff. The
invoices must be addressed to the project partner and the project
partner must mark it with the title and number of the project. Other
equivalent accounting documents (e.g. internal cost summary per cost
centre) might also refer to the project staff, or carry any other detail
that identifies them as directly linked to the project.

Examples:
» Direct administrative costs, such as:
» costs of consumables;

# direct office running costs and service charges (rent of the project
premises, telecommunication and postal fees, direct invoices for
heating, light, water, electricity or other forms of energy, direct
maintenance costs);

» financial charges and guarantee costs ?®: charges for transnational
financial transactions, bank charges for opening and administering the
bank account(s) of the project;

» fees for taking part in events relevant for the project;

This list should be considered as an example of costs eligible under this
budget line and not as an exhaustive list.

26 Commission Regulation (EC) No 1828/2006, Art.49
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Legal consultancy fees and other costs for external experts belong to budget
line 2 External services.

The following costs are not eligible:

» indirect administrative costs (overheads). It means general costs
incurred by the partner organisation and allocated pro rata to the
project;

any allocation of the general project partner costs on a percentage basis;
charges for financial transactions within the country;
debit interests and exchange rate losses;

awards and prizes (e.g. prize money, goblets, etc.)

¥y ¥ v v v

costs for basic courses, seminars, etc.
5.2. Horizontal rules applicable to all budget lines

5.2.1. No contracting between project partners

The project partners financially contributing to the project and receiving
funds from the BSR Programme 2007-2013 are not allowed to contract each
other to carry out project activities. This does not apply to the system of
sharing common costs (see chapter 5.4 Sharing of project costs).

5.2.2. Conflict of interests

The lead partner and the project partners must undertake all necessary
precautions to avoid conflicts of interest and must inform the Joint Technical
Secretariat/Managing Authority without delay about any situation
constituting or likely to lead to any such conflict.

A conflict of interest exists where the impartial and objective exercise of the
functions of any person involved in the project is compromised for reasons
involving family, emotional life, political or national affinity, economic
interest or any other shared interest with another person?’.

5.2.3. Budget flexibility rule

The budget flexibility rule allows the project to make within certain limits an
adjustment of the project budget during the whole project duration. Under
the flexibility rule the project may adjust the total budgets of all budget
lines and work packages whenever it is needed (not only once) as long as
the cumulative amount of the reallocated sum (a sum of all adjustments
done from the beginning of the project) does not exceed either:

27 General Conditions applicable to European Community-financed grant contracts for external actions,
ANNEX II, Art. 4 - Conflict of interests
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5.2.4.

20%
or
40,000 EUR, whichever is the highest

of the respective total work package budget or respective total budget line.
For example, if the budget of budget line 1 is 200,000 EUR, then a
maximum amount of 40,000 EUR can be moved to that budget line.

Please note that within the budget flexibility rule it is not possible to change
the nature (and intended use) of equipment / investment items and the
project partner purchasing them as specified in the application form.

Total

BL1 BL2 BL3 BL4 BL5 WP
WPO Flexibility
WP1 Flexibility
WP2 Flexibility
WPn Flexibility

Total BL | Flexibility | Flexibility | Flexibility | Flexibility | Flexibility Uil

budget

*) NOTE: The flexibility of WPO is limited: The preparation cost budget indicated in the Application
Form cannot be exceeded.

Under the budget flexibility rule it is not possible to make changes between
the project partners’ budgets. Moreover, the preparation cost budget
indicated in the application form cannot be exceeded.

Any budget changes, which fall under the flexibility rule, are approved by
the Joint Technical Secretariat (JTS) afterwards. Every six months the
project submits a financial report to the JTS. Among other things, this report
automatically calculates the overspending of budget lines and work
packages. In this way the JTS is informed about the budget reallocations of
the project. The reallocation under the budget flexibility rule is approved
when the clarification of the progress report is finalised and the project
received the requested amount.

Public procurement

For project partners from the EU Member States and Norway

Public procurement is a process used by governments, regional and local
public authorities or public equivalent bodies to obtain goods and services
with taxpayers’ money. Public procurement presumes observance of the
regional, national and Community ?® rules and regulations in which the
formal requirements are stipulated. In certain cases institutional rules exist
for procurement of goods, services and works. The public procurement rules

28 e.g. Directive 2004/18/EC
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aim at more efficient use of public funds (“value for taxpayers’ money”) and
increased competitiveness.

The main principles to be respected for acquisition of goods, services or
work are laid down in the EC Treaty. These are in particular the principles of
transparency, non-discrimination and equal treatment. The transparency
principle means in practice that, for the benefit of any potential supplier, the
public contracts must be sufficiently publicised?®, while non-discrimination
(on grounds of nationality) and equal treatment require equal conditions for
suppliers independent of their country of origin, sex, race, etc. and
according to pre-described award criteria.

All project partners and lead partners under the BSR Programme 2007-2013
must comply with the applicable institutional, regional, national and
European public procurement regulations whenever they intend to purchase
goods, services as well as public works from ERDF/ENPI/Norwegian funds®°.
Please note: According to the jurisdiction of the European Court of Justice,
the contracting authorities have to comply with the above-mentioned
fundamental principles of the EC Treaty even below the EC-thresholds.

More information about public procurement is available at the Programme
website.

For project partners from Belarus

Belarusian project partners have to respect procurement rules in the context
of European Community external actions®'. These rules must be applied in
all Belarusian organisations financed from ENPI funds and listed as project
partners in the application form (also by public institutions).

The procurement procedures must comply with the provisions of the
Practical Guide to Contract procedures for EU external actions (PRAG), and
in particular the Grants Annex IV “Procurement by grant Beneficiaries in the
context of European Union external actions” to PRAG32.

The Annex IV contains the set of procurement rules Belarusian project
partners must comply with. Two of these rules are the Rule of Nationality
and the Rule of Origin.

According to the Rule of Nationality participation in procurement
procedures arranged by the project partners is open on equal terms to all
legal entities from:33

» EU Member States;

2 please be aware that some contracts must be advertised in the Official Journal of the European Union if it
is required by the relevant EC Directives. Further information and standard forms for the publication of
notices in the framework of public procurement procedures are annexed to the COMMISSION REGULATION
(EC) No 1564/2005 of 7 September 2005.

30 As laid down in chapter 9.6 of the Operational Programme.

31 As laid down in Regulation (EC) No 1638/2006 (Art. 21) and the Practical Guide to Contract procedures
for EU external actions November 20010 (Chapters 2, 3, 4, 5))

32 These documents are available for download at the Programme’s website: eu.baltic.net.

33 cf. chapter 2.3.1 and General Annex A2 of PRAG
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» beneficiary countries of the European Neighbourhood and Partnership
Instrument (ENPI) (Algeria, Armenia, Azerbaijan, Belarus, Egypt,
Georgia, Israel, Jordan, Lebanon, Libya, Moldova, Morocco, Palestinian
Authority of the West Bank and Gaza Strip, Russian Federation, Syria,
Tunisia and Ukraine);

» member countries of the European Economic Area (Norway, Iceland,
Liechtenstein);

» candidate countries (former Yugoslav Republic of Macedonia (FYROM),
Turkey, Croatia) and potential candidates that are beneficiaries of the
Instrument for Pre-Accession Assistance (IPA) (Albania, Bosnia,
Montenegro, Serbia, Kosovo);

> international organisations:

a. international public-sector organisations set up by intergovernmental
agreements, and specialised agencies set up by such organisations;

b. the International Committee of the Red Cross (ICRC);

c. the International Federation of National Red Cross and Red Crescent
Societies;

d. the European Investment Bank and the European Investment Fund.
» countries under reciprocity.

According to the Rule of Origin all goods (supplies and materials) procured
within a project must originate (i.e. be produced or undergo their last,
economically justified substantial transformation) in an eligible country (see
“Rule of Nationality”).

Derogations from the rule of origin are possible if sufficient justification is
provided (e.g. if the eligibility rules would make the realisation of an activity
impossible or exceedingly difficult).

The rules for applying the standard procurement procedures explained in the
PRAG and Annex IV are summarised in the table below. Regardless of which
procedure is used, project partners from Belarus must ensure that all the
basic principles are respected.
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SERVICES = 200,000 EUR < 200,000 EUR, but > 10,000 EUR

International restricted Negotiated procedure without publication
tender procedure

SUPPLIES > 150,000 EUR < 150,000 EUR, but < 60,000 EUR,
) > 60,000 EUR but > 10,000 EUR
International open tender < 10,000 EUR
procedure Open tender procedure Negotiated procedure .
. ) o Single tender
published locally without publication
WORKS > 5,000,000 EUR < 5,000,000 EUR, < 300,000 EUR,

) but = 300,000 EUR but > 10,000 EUR
International open tender

procedure Open tender procedure | Negotiated procedure

published locally without publication

The tender documents must be drafted in accordance with best international
practice. If project partners from Belarus do not have their own documents,
they may use the models published on the European Commission’s web site
relating to external actions.

5.2.5. Bid-at-three rule

In order to ensure transparent contracting procedures, equal treatment and
cost efficiency, the Baltic Sea Region Programme applies the ‘bid-at-three’
rule.

This means that project partners must collect at least three offers for all
contracting amounts above 5,000 EUR (excl. VAT), but below the threshold
set by the Community and institutional, regional and national procurement
rules. Nevertheless, the principles of economy, efficiency and effectiveness
(see chapter 10.4.9 Requirements to the reporting of costs) apply for any
amount (also below the given threshold). In all cases, the selection of
contractors must be documented.

The offers can be received orally, electronically and in writing and have to
be properly documented (e.g. by e-mail, fax, memos, print-outs from the
Internet).

Provided this is in conformity with the national rules one exception to the
bid-at-three rule can be so-called follow-up contracts. For example, there
might be some external expert tasks which were not foreseen in the main
contract but are essential for the project.

Another exception is the framework contract where the project partner
organisation as such has already procured or used any other transparent
selection procedure for the provider of goods, services and works.

If it is not possible to collect three offers, the activities undertaken to obtain
the offers have to be documented. By doing so it will be ensured that prices
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for similar goods, services or work have been compared and that the
contracting is transparent and traceable, e.g. for the first level controller
during the audit process.

Only if the afore-mentioned public procurement procedures and the ‘bid-at-
three’ rule are observed costs for goods, services and works will be
considered eligible for funding under the Baltic Sea Region Programme.
Please note that in case more stringent rules exist, these must be applied.

The following picture summarises which rules have to be applied depending
on the value of the contract:

Is the value of the R Is the value of A minimum of
purchase below the Yes » the purchase [7| Yes three offers
institutional, national above required.
and Community 5,000 EUR
thresholds? (excl. VAT)?
[
No
No v

No minimum number of offers required,
but the principles of transparency,
equal treatment and non-
discrimination have to be

respected.
A\ 4
Is the .| The Community
Community Yes » Directive(s) have
threshold to be followed.
exceeded?
|
No

A 4

The institutional,
regional and national
rules apply.

5.2.6.

Publicity rules®?

During its implementation each project has to comply with the Commission
Regulation (EC) No 1828/2006 (Article 8, 9 and Annex I) and with
Commission Regulation (EC) No 846/2009 (Art 1). Please refer to these
articles and Annex for detailed explanation. Joint projects part-financed by
the ERDF and ENPI also have to follow EU Visibility Guidelines for External
Actions.

34 See chapter 8 Information and communication
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Additionally, in the case of project outputs, investment, equipment, event,
information and communication material (e.g. brochures, leaflets,
newsletters, etc.), project presentations, articles or advertisement in public
media or public events the following requirements must be fulfilled:

» clear indication of the European Union’s participation:
+ EU graphic image (flag);

¢ statement of the EU part-financing “Part-financed by the European
Union (European Regional Development Fund and /where
appropriate/ European Neighbourhood and Partnership Instrument)”;

» clear indication of the BSR Programme 2007-2013:
* |ogo of the Programme.

The same rules set above must be applied to information made available by
electronic means (e.g. websites) and by audio-visual material (e.g.
presentations, CD-ROMs).

Also project outputs and activities financed from the Norwegian funds must
have clear reference to the EU and the Programme.

Should any of the above conditions not be met by any of the project
partners, this would imply a recovery of the funds unduly paid*®.

5.2.7. Value added tax and other financial charges

Value added tax (VAT) which is recoverable, by whatever means, cannot be
considered eligible, even if it is not actually recovered by the final
beneficiary or individual recipient®.

Only non-recoverable VAT borne by the project partner that may not be
refunded or offset by the tax authorities or by any other means may be
included in the progress report.

Financial charges (e.g. charges for transnational financial transactions, bank
charges for opening and administering the bank account(s) of the project)
and where required also guarantee that costs are eligible*’. This does not
apply to debit interests and exchange rate losses, which have to be borne
by the lead partner and its project partners.

5.2.8. Treatment of cash in-flows (incl. revenues)

Definition of cash in-flows

The Baltic Sea Region Programme differentiates between two types of cash
in-flows:

35 Council Regulation (EC) No 1083/2006, Articles 98 to 102.
36 Regulation (EC) No 1080/2006, Art 7.
37 Commission Regulation (EC) No 1828/2006, Art.49
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» Revenues, that is, cash in-flows directly paid by users for the goods
and/or services provided by the project, such as charges borne directly
by users for the use of infrastructure, sale or rent of land or buildings, or
payments for services. Revenues reduce proportionally the maximum
eligible expenditure;

b Other cash in-flows, that is, private and public contributions and/or
financial gains that do not stem from tariffs, tolls, fees, rents or any
other form of charge directly borne by the users.

Cash in-flows

Revenues Other cash in-flows
\4 \ 4
Charges borne directly by users Private and public contributions
for the use of goods and services and/or financial gains that are not
provided by the project, considered as revenues,
e.g. tariffs, tolls, fees, rents e.g. sponsoring, government
contributions

Examples

a) Investments in infrastructure

Revenues: User fee/compensation for use, e.g. fares paid by train
travellers3?, etc.

Other cash in-flows: Government contributions towards construction
and/or operating costs, etc.

b) Land or building

Revenues: Sales price or rent, e.g. prices or rents paid for using rooms
of a technological park, which was established by the project, rents for
exhibitions in a cultural building that was renovated within the
framework of the project, etc.

Other cash in-flows: Contribution of public bodies or private donors, e.g.
to the construction and/or operating costs of a building, etc.

c) Other goods and services

38 Taking into account the variety of situations in the Member States as regards the rail market, it is possible
that the fees paid by railway operators (track access charges) should be considered as revenue within the
meaning of Article 55(1) instead of fares paid by travelers. In principle, if a project has more than one
operator, the revenue that needs to be considered for the calculation of the eligible expenditure is that
directly paid by the operators through charges.
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Revenues: Service fees, e.g. enrolment fees paid by users of training
curricula and material, which were developed by the project, attendance
fees for project workshops, sales revenue of project brochures, etc.

Other cash in-flows: Contribution of private equity to the development
and/or implementation of training courses, etc.

Revenues and other cash-in-flows are treated differently in the Baltic Sea
Region Programme, as the paragraphs below describe.

Treatment of revenues

The treatment of revenues is regulated in Article 55 of Council Regulation
(EC) No 1083/2006, which stipulates that "the eligible expenditure on
revenue-generating projects shall not exceed the current value of the
investment cost less the current value of the net revenue from the
investment over a specific reference period.”

Therefore, revenues generated by a project are monitored and treated by
the Programme as follows:

Project application

Applicants have to indicate their expected revenues in the application form.
These revenues must have been set off with the planned expenditure.

Project implementation

All project partners are responsible for keeping account of all their revenues
in order to track down the revenues and to have the required documentation
available e.g. for control purposes.

All revenues must be stated in the progress report and must have been
deducted from the eligible expenditure.

Therefore, each project partner has to provide its first level controller (FLC)
with information on any revenues generated in the reporting period and to
support this with accounting or equivalent documents. The FLC checks the
submitted documents. In the certification of expenditure the FLC clearly
indicates how much costs have been reported by the project partner and
how much revenues have been generated. The latter amount must be
deducted from the eligible expenditure certified by the FLC.

When compiling the project’s progress report, the lead partner (LP) indicates
each project eligible expenditure and revenues as confirmed by the partners’
FLC. The Joint Technical Secretariat carries out a plausibility check of these
indications during the clarification of the progress report.

Project closure
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The Programme has to ensure that all revenues generated by projects within
a specific reference period are deducted from the eligible project
expenditure.

The Programme defines the reference period as the useful life of an asset,
i.e. the length of time, as set by the national (tax) law, that a depreciable
asset is expected to be in use. This implies that not only revenues generated
during the project implementation, but also after project closure have to be
deducted from the project’s eligible expenditure, if these revenues were
generated during the useful life of the asset.

If the useful life of an asset cannot be determined with the national (tax)
law (e.g. because the asset is very innovative) then any revenue generated
within five years following the completion of the project must be deducted
from the payments claimed from the Programme.

Revenues after project closure will be considered in the calculation of the
final balance and will be followed up by the Programme bodies up to three
years after the closure of the Baltic Sea Region Programme 2007-2013.

Treatment of other cash in-flows

The Baltic Sea Region Programme differentiates between financial
contributions and/or financial gains stemming from either private or public
sources.

Treatment of public contributions

All costs which were already co-financed from EU funds of any kind or were
fully covered by other international, national, regional and/or local funds are
not eligible as this is considered double-financing.

In case of co-financing from other international funds (e.g. UNESCO funds),
as well as from national, regional and/or local funds the costs can be
considered as eligible provided that

# such international, national, regional or other subsidy does not exceed
the partner’s contribution (10%-50% depending on the location of the
project partner and Programme funding source), and

» national, regional and/or local funds come from the project partner’s
country.

During the Programme period running from 1 January 2007 to 31 December
2015 the project can receive funding under only one operational programme
at a time*°.

Treatment of private contributions

39 Council Regulation (EC) No 1083/2006, Art.54 (3) and (5).
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In the Baltic Sea Region Programme private contributions are regarded as
donations and sponsoring if they are granted project-related.

Examples are: an airline company sponsors air fares of the project partners,
a business partner pays for the event management, etc.

All expenditure which was financed by these private contributions is
regarded as non-eligible, i.e. this expenditure should not be reported to the
Programme in the progress reports.

5.2.9. Interest and equivalent benefits

Any interest or equivalent benefits accruing from advance payment of ENPI
co-financing paid to project partners shall be specified in the progress
reports. Additionally, copies of statements from the ENPI and lead partners’
banks detailing the amount of interest accrued/not accrued should be
submitted to the JTS. The cumulated interest received by all partners is
deducted from each further interim payment to the lead partner.

5.2.10. Use of ERDF co-financing outside the EU and Programme
area

Expenditure incurred by lead partners or project partners in implementing
projects or parts of projects on the territory of countries outside the
European Community, may be financed up to the limit of 10% of the
amount of the ERDF co-financing to the Baltic Sea Region Programme 2007-
2013. This is the so called 10%-rule (ERDF co-financing). It applies, for
example, when lead/project partners receiving ERDF co-financing pay for
activities that are implemented in Russia®®, as well as in the eligible
countries Norway and Belarus.

Projects are asked to indicate such activities and the budget for them
already in the application form. The eligibility of these activities must be
confirmed by both the Monitoring Committee and the Managing Authority.
Any additional activities (except for business trips outside the EU but within
the Programme area) not indicated in the application form must be
approved beforehand by the MA/JTS. The expenditure for activities carried
out outside the EU territory has to be for the benefit of the regions of the EU
Member States belonging to the Programme area*!.

During the implementation period the amounts of ERDF co-financing spent
outside the EU are monitored in each progress report. However, there is no
risk involved for the projects in case the 10% limit has been reached or
exceeded. The information regarding the amounts spent outside the EU on
the project level is necessary for the JTS/MA to keep a statistical overview of

4% For more information about the involvement of Russia please see chapter 2.3 ‘Composition of the
partnership’ of the Programme Manual.
41 Regulation (EC) No 1080/2006, Art 21 (3), chapter 9.1.2 of the OP.
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the 10% rule on the Programme level and to comply with the respective EC
regulations.

It has to be underlined that this exception is related to activities carried out
by project partners or lead partners from the EU Member States that are co-
financed by the ERDF. It is not possible to have project partners from
outside the EU territory receiving ERDF co-financing.

Please note that in case costs of Norwegian or Belarusian partners are
shared (e.g. management costs of a Norwegian lead partner), the cost
shares of ERDF partners have to be reported under the specific section of
the projects’ progress reports, indicating the amounts as ‘costs outside the

EU".

The following picture summarises the differences between the 10% rule and
the 20% rule, which was mentioned in chapter 2.1.2 Geographical location.

20 % rule (ERDF) \

10 % rule (ERDF)

Who/what is

Project partners... ‘

(Parts of) project’s activities...

concerned? ...located outside...
...the Programme area ...the European Community
...AND inside ...COULD BE inside
...the European Community ... the Programme area (i.e. BY, NO)
Condition? Expenditure must be ...
... for the benefit of the regions in the | ... for the benefit of the regions in the
Programme area. Programme area.
... listed in the application form
(section 3.10.2.) or approved by
MA/JTS in advance (except for
business trips outside the EU but
within the Programme area)
Limit? ERDF co-financing to the expenditure should not exceed...
...20 % of the total ERDF co-financing ...no restriction on the project level
...10 % of the total ERDF co-financing
of the Programme budget
Examples Eligible: Eligible:

e A Spanish project partner is
co-financed by the ERDF with
120,000 EUR, which is 10% of the
total ERDF co-financing of the
project. The expenditure of the
partner benefits the Baltic Sea
Region.

Not eligible:

e A Spanish project partner is
co-financed by the ERDF with
150,000 EUR, which is 25% of the
total ERDF co-financing of the
project.

e A Swiss project partner applies for

« A Finnish project partner pays a
Belarusian hotel for the
organization of a project
conference. The conference was
listed in section 3.10.2 of the
project data form.

e A Finnish partner travelled to Oslo
to visit a Norwegian project
partner.

Not eligible:

+ A Finnish project partner took part
in a conference in Sydney,
considered relevant for the project
by the partner. The event was not
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an ERDF co-financing of 10,000 listed in the project data form and
EUR. an approval of MA/JTS was not
requested prior to the travel.

5.3.

De-commitment of ERDF co-financing (n+3/n+2-rule)

The European Commission demands from the structural fund Programmes
that each annual ERDF co-financing for the years 2007 to 2010 (as stated in
the financial table of the Operational Programme) is spent within the three
following years. Similarly, each annual ERDF co-financing of 2011 to 2013
must be spent within two years. This means that ERDF co-financing which
the Certifying Authority does not claim from the European Commission in
time is automatically de-committed from the Programme budget and
therefore lost.

The above described principle is the so-called “n+3/ n+2 rule”, where “n”
represents the year for which the co-financing was planned and “+3/+2"
refers to the time (in years) during which the co-financing has to be spent.
The rule does not apply to project partners that receive Norwegian or ENPI
co-financing.

For projects co-financed by the ERDF, the automatic de-commitment has
fundamental implications. The payment claims to the European Commission
are based on the certified and reported expenditures submitted by the
projects, thus very much depend on projects’ financial performance. In the
case the European Commission de-commits ERDF co-financing and if the de-
commitment cannot be covered otherwise, the ERDF co-financing of ongoing
projects must be reduced.

In order to help projects to plan their budget the following chapter gives
some recommendations.

Recommendations for budget planning

Evaluation of project spending patterns in the predecessor programme BSR
INTERREG III B NP showed that most projects were too optimistic about
their spending profiles during the first reporting periods and that they
needed to prolong their projects in order to complete their activities and
spend their budget:

6-monthly reporting period

I 11 111 v v VI VII
'(D(',Z ”(;‘fetdo o egfég% 9 13% 18% 20% 19% 17% 13% 0%
Real spending
(% of total 8% 15% 16% 16% 16% 19% 10%
spending)

Difference |  -5% -3% -4% -3% -1% +6% +10%
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TABLE 5.3.a. Evaluation of the BSR INTERREG III B Neighbourhood
Programme: Comparison of projects’ planned and real spending per
reporting period

Therefore, the lead partner and its project partners are encouraged to
develop a more realistic project budget and spending plan from the start. As
ERDF co-financing, which was not requested in time and in full from the
JTS/MA may be lost, the following experiences of the BSR INTERREG III B
NP could be useful:

1. The spending rate of an average three-year project is lowest at the
beginning of the project, because at the early stage the project focuses
on planning and preparation activities. The spending increases towards
the end of the implementation phase, where it reaches its highest level.

2. Higher spending rates, especially at the beginning, are appreciated, but
they can only be fulfilled if the project implementation is speeded up
right from the beginning. For this purpose, the key staff for project co-
ordination should be available shortly after the Monitoring Committee
meeting when projects are selected for funding. Also a kick-off meeting
and detailed project planning meetings should preferably be arranged
soon after the project approval has taken place.

3. Every project should provide at least six-monthly spending targets down
to the partner level. These should be included in the partnership
agreements, which have to be prepared early. It is recommended that
the lead partner requires quarterly interim reports from their partners in
order to monitor the partners’ financial performance.

On the other hand, project financial managers should be aware that
significantly overdrawn spending targets (above 10%) right from the
beginning of the project might result in temporary liquidity problems at
Programme level. The Programme management can only secure cash for
those funds which were planned in the application form.

5.4. Project preparation and project closure costs*?

5.4.1. Project preparation costs

Project partners eligible for ERDF or Norwegian co-financing in the
framework of the Baltic Sea Region Programme can apply for
reimbursement of costs for the preparation of the project. Such costs must
be directly linked to the development of the project and preparation of the
application material in the framework of the call for project proposals within
the Baltic Sea Region Programme 2007 - 2013. Only projects approved by
the Monitoring Committee can report preparation costs. Preparation

42 See the charts in the chapters 3 Project management, duration and work plan and 10.2 Overview on
project phases
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5.4.2.

activities have to be described and the related costs have to be estimated in
the application form.

The preparation costs are subject to a limitation of 50,000 EUR or 2% of the
total eligible project budget, whichever is lower.

The eligibility period of the preparation costs lasts

From: one year prior to the closure date of the opened call for project
proposals.

To: the date of the funding decision by the Programme Monitoring
Committee.

Example:

Closure date of the call 7 March 2008

Monitoring Committee funding 15 June 2008

decision

Eligibility period of preparation costs 8 March 2007 to 15 June 2008

Eligibility guidance

A project partner can only request reimbursement of those preparation costs
which it has paid and accounted for during the eligible period for the
preparation costs (see above). Only costs under the following budget lines
are eligible:

» Personnel (BL1)
» External services (BL2)
» Travel and accommodation (BL3)

This means that no expenditures for equipment and investment (BL4) and
no other direct costs (BL5) can be reported as preparation costs.

Moreover, in the preparation cost the expenditure must not exceed the
preparation cost budget indicated in the application form (see chapter 5.4.3
below).

According to the ENPI regulatory framework preparation costs of ENPI
partners cannot be reimbursed. As it is of crucial importance to involve
Belarusian partners in the project preparation phase, the following special
exception is made: Travel and accommodation costs of ENPI partners from
Belarus can be co-financed from the ERDF, if a preparatory meeting or
seminar takes place on the territory of the European Union and is part of an
approved project. ERDF partners that pay for travel and accommodation
costs of Belarusian partners should plan these costs in BL2 of their budget
accordingly.

Preparation costs must follow the same eligibility rules that apply to the
eligibility of expenditure during the project implementation phase (EU and
national legislation, Programme rules). The co-financing rate approved by
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5.4.3.

5.4.4.

5.5.

5.5.1.

the Monitoring Committee for a project partner is also valid for co-financing
of the preparation costs.

Submission of the preparation costs report

All preparation costs are subject to a first level control and have to be
included in a special report submitted together with the first progress report
to the Joint Technical Secretariat. More than the amount indicated in the
application form cannot be reimbursed.

Closure phase and closure costs

Costs of the project closure are eligible for ERDF, ENPI and Norwegian co-
financing. Projects can use additional three months after the closing date of
the implementation phase to finalise and finance activities related to work
package 1 (WP1) Project Management and Administration (e.g. compiling
the final progress report, paying out salaries of the project manager). In
addition to this, projects can use this period to execute payments for the
activities already implemented in WP2-WP7.

For example, the implementation of thematic activities ends on 31
December. By that date all activities in WP2-WP7 have to be carried out and
all services or goods have to be delivered. However, payment of the costs
can be realised within the closure phase.

Activities related to the project closure in WP1 (e.g. personnel costs from
the compilation of the final report, audit etc.), can be still implemented and
be paid within the next three months, i.e. until the end of March.

Expenditures of the closure phase will be included in the final report.
Sharing of project costs

Definition of the cost sharing concept

In the Baltic Sea Region Programme sharing of project costs is understood
as pro rata allocation of certain single project expenditure or a group of
thematically related expenditure to at least two project partners according
to a transparent and equitable method. The shared costs derive from joint
project implementation and as a result of carrying out activities that benefit
either a number of project partners or the whole partnership (e.g. project
coordination and management, project website, project publication, such as
brochures, project events etc.)

The following actors are involved in the cost sharing procedure:
» Lead partner and its first level controller;

» Implementing partner and its first level controller;
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® The implementing partner is the project partner who is responsible
for generating the relevant cost(s) (contracting an external expert,
providing own staff costs, purchasing tickets, equipment, etc.) that
will be shared later on. The implementing partner is responsible for
the maintenance of the full accounting documentation according the
bookkeeping rules of its country. If relevant, the implementing
partner is responsible for fulfilling the required public procurement or
contracting requirements, etc.;

» Paying partners

® Paying partners are all other partners participating in the cost
sharing agreement.

5.5.2. Minimum requirements of cost sharing

1. Documentation requirements

A proper documentation is needed, so that the method can be verified by all
project partners, project partners’ first level controllers, second level
auditors and/or other potential Programme or EU controllers. Therefore, the
implementing partner should have sufficient documentation covering:

» the cost sharing method - division key (incl. its calculation) with the
relevant justification;

» the cost sharing subject - the type of costs that are shared between
partners;

» exact amount and specification of the shared expenditure supported by
relevant accounting documents (e.g. expert invoice or staff pay slips
supported by timesheets);

> evidence for delivery of work, service, equipment, etc.;
» evidence for incurring and payment of the shared expenditure;

» other specifications that might be needed in order to verify the
acceptability and eligibility of the method (e.g. documents required by
public procurement rules).

2. Written agreement on cost sharing method between partners

An agreement on the cost sharing model should be concluded in written
form among all partners concerned before the shared costs are actually
incurred. It could be regulated either in the partnership agreement or in a
separate agreement on cost sharing. ** The written agreement should
contain the following information:

» estimated total amount of the expenditure;

43 An example agreement on cost sharing is available in the Management Toolkit at eu.baltic.net.
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» kind(s) of expenditure (incl. budget lines and work packages concerned);
» indication of the implementing partner/paying partners;

» cost sharing method - division key (incl. its calculation) with the relevant
justification.

The cost sharing model must be in possession of the lead partner, the
implementing partner and all paying partners. The implementing partner
should check the acceptability of the method beforehand with its and the
lead partner’s first level controller.

3. Realisation of activity by the implementing partner

The implementing partner executes the planned activity. He is the
contracting partner for all external experts and suppliers and ensures that
activities and contracts comply with the applicable eligibility rules (e.g.
public procurement rules).

4. Payment, validation and reporting of shared costs

The implementing partner pays the full amount of the shared expenditure
(e.g. invoice(s) from suppliers or external experts, salaries of own staff, etc.)
and ensures that the costs are identifiable in its accounting and financial
management system. The date when such expenditure is paid and the
ordered goods/services are (at least partly) delivered is considered to be the
official date of the cost used later on for reporting purposes. The first level
controller of the implementing partner validates the shared costs and the
applied cost sharing method in a separate cost sharing overview/report. In
case the lead partner is not involved in the actual cost sharing, the
implementing partner has to report all the relevant cost sharing information
to the lead partner. **

5.5.3. Settlement of shared costs by the paying partners

After the costs have been validated by the first level controller of the
implementing partner, they are shared according to the agreed and
documented cost sharing method.

The paying partners can cover their cost share in different ways in practice:

1. The implementing partner submits an invoice* about the shared costs
to the paying partner. The paying partners transfer the invoiced amount
to the implementing partner.

2. The implementing project partner asks the paying partners for advance
payment.*® All partners should be aware that only the real costs can be

“4 A template for the “Report on cost shares” is available in the Management Toolkit at eu.baltic.net. It
contains a cost itemisation list for the shared costs, an overview about each Paying Partner’s share per
budget line and work package and the first level control confirmation.

*> A template for a cost sharing invoice is available on eu.baltic.net
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reported after the implementing project partner actually spent the
money and at least a part of the cost sharing object has been delivered.
The paying partners’ shares cannot be reported.

3. The implementing partner submits a financial note*” about the shared
costs to the paying partners. This document informs them about their
cost share. After the lead partner received the payment from the
Programme, he deducts the cost shares from each partner’s
ERDF/ENPI/Norwegian co-financing and transfers the remaining amount
to the project partners. Then the lead partner transfers the deducted
amounts to the implementing partner to cover the real shared costs
which the implementing partner paid for.

It should be noted that only real cost shares but no advance payments
of cost shares <can be set off against each partner’'s
ERDF/ENPI/Norwegian co-financing.

Templates for the invoice / financial note and for calculation of the shared
costs are available on the Programme website. These documents should
include at least the following information:

» Identification of the implementing partner;

» Identification of the relevant paying partner;

» Identification of the cost-sharing subject and method;
>

Breakdown of costs that were paid by the implementing partner,
including a brief description and the relevant paying partner’s share per
cost item and in total;

» A document certifying the eligibility and payment of the costs (e.g.
signed validation of the first level controller).

The level of detail of the required documentation forms should be agreed on
beforehand with relevant partners, preferably in written.

The implementing partner is not allowed to add any profit margins for itself
to the total amount of shared costs. Only actual costs can be shared.

In case the implementing partner is entitled to recover VAT, he can share
the net expenditure (without VAT) only. In case the implementing partner
cannot recover VAT by whatever means, he can share the total (gross)
amount (including VAT). In the cost sharing invoice to the Paying partners
the VAT should not be specified as the cost sharing invoice is not a real
invoice based on which a paying partner will receive any recovery of VAT. If
the above mentioned rules, regarding VAT in cost sharing, are in
contradiction with the national taxation rules of the implementing/paying
partners, the national rules of the relevant EU member state/Norway should

46 A template for a cost sharing invoice for advance payments is available on eu.baltic.net
47 A template for a financial note on cost sharing is available on eu.baltic.net.
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be applied. The VAT borne by ENPI partners in Belarus shall be excluded
from Community financing.

5.5.4. Reporting of shared costs

In case the lead partner is not involved in the actual cost sharing, the
implementing partner has to communicate all relevant cost sharing
information to the lead partner.*®

The lead partner adds the validated cost shares to the implementing
partner’s and to each paying partner’s expenditure and compiles the overall
report. All cost sharing expenditure shall be reported in the progress report
during which period the payment by the implementing partner and at least
partial delivery of the cost sharing subject took place. All cost sharing
expenditure shall be broken down to each contributing project partner. The
lead partner ensures that no double reporting of shared costs takes place.

In case costs of Norwegian or Belarusian partners are shared (e.g.
management costs of a Norwegian lead partner), the cost shares of ERDF
partners have to be reported under the specific section of the projects’
progress reports, indicating the amounts as ‘costs outside the EU’. (see also
chapter 5.2., rule 5.2.10 Use of ERDF co-financing outside the EU and
Programme area).

The overall report including the shared costs allocated for each relevant
partner is validated by the lead partner’s first level controller.

For the first level controller of the paying partner the cost sharing
overview/report serve as information only. Regardless the method of
settlement of shared costs chosen by the paying partner, the first level
controller of the paying partner does not revalidate cost already confirmed
by the first level controller of the implementing partner.

Each project partner is entitled to receive an ERDF/Norwegian/ENPI
co-financing which is calculated by multiplying the partner’s co-financing
rate (50%-90%) with the sum of its own expenditure and its costs share(s).

Example:

ERDF/Norwegian/ENPI co-financing

= Co-financing rate of the partner x (own expenditure + cost share(s))
= 50% x (1,000 EUR + 100 EUR)

= 550 EUR

“8 A template for the “Report on cost shares” is available in the Management Toolkit at eu.baltic.net. It
contains a cost itemisation list for the shared costs, an overview about each Paying Partner’s share per
budget line and work package and the first level control confirmation.
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5.5.5.

After the lead partner received the payment from the Programme, he
transfers the ERDF/ENPI/Norwegian co-financing to each partner. In case
the partners agreed on applying cost settlement procedure no. 3 (see the
previous chapter), the lead partner deducts the cost shares from each
partner’s co-financing and only transfers the remaining amount to the
project partners.

Graphical summary of the cost sharing procedure

1. From the cost sharing agreement to the invoice/financial note
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5.5.6. A cost sharing example

A project has 10 partners with different total budgets. The project partners
agreed in written to share those costs of the project which arise from the
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project management activities of the lead partner. They consent to divide
the costs in relation to the size of their budget vs. the total project budget.
The lead partner will deduct the share of the paying partners from the
Programme co-financing to which they are entitled.

The lead partner, acting as implementing partner, has taken care of the
project management and has paid out the costs related to the management
(staff, travel etc.). The total costs of the management for the respective
reporting period are 10,000 EUR.

Partner % share of project costs amount in EUR

LP 10% 1,000.00
Partner 2 5% 500.00
Partner 3 5% 500.00
Partner 4 15% 1,500.00
Partner 5 10% 1,000.00
Partner 6 10% 1,000.00
Partner 7 15% 1,500.00
Partner 8 10% 1,000.00
Partner 9 10% 1,000.00
Partner 10 10% 1,000.00
TOTAL 100% 10,000.00

The first level controller of the lead partner validates all costs and provides
each paying partner with a financial note and the calculation of the shared
costs (list of total paid amounts, specification of cost items, each partner’s
share, and calculation method).

The lead partner adds each paying partner’'s share in the overall financial
report of the project. After payment from the Programme, the lead partner
deducts the cost shares from the paying partners’ ERDF/ENPI/Norwegian co-
financing and transfers the remaining amounts to them.

Example:

Partner 5 reported own expenditure of 12,000 EUR. The lead partners
adds the shared costs (1,000 EUR) to the own and validated expenditure
of partner 5. Thus the total amount reported for partner 5 in the
respective progress report is 13,000 EUR. The co-financing rate for
partner 5 is 75%. Therefore the Programme co-financing for partner 5
amounts to 9,750 EUR. The lead partner deducts the shared costs from
the co-financing and transfers the remaining amount of 8,750 EUR to
partner 5.

Partner 5 (DE - 75% co-financing rate)

A) own direct expenditure: 12,000.00 EUR

B) respective share of project 1,000.00 EUR
administration costs:

C) total reported amount: 13,000.00 EUR

D) Programme co-financing (75%) 9,750.00 EUR
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E) transfer LP => Partner 5 (D - B) 8,750.00 EUR

The reason for deducting the entire cost share from the grant payment is
that the Paying partner did not pay the costs before. The own
contribution to the costs in the above example is 3,250 EUR (12,000 EUR
- 8,750 EUR).

If the Paying partner had paid the total costs on its own, he would have
actually paid 13,000 EUR. The Programme would have reimbursed
9,750 EUR. The own costs of the partner would have been 3,250 EUR
(13,000 EUR - 9,750 EUR), i.e. the same amount.

5.5.7. Points of special attention

6.1.

Please note that the Joint Technical Secretariat cannot take any
responsibility for the actual application of the described cost sharing
procedure.

It is important that

» the project reflects on the cost sharing model taking into account the
needs and characteristics of the partnership and if necessary adapt it;

» the procedure is discussed with partners and their first level controllers
beforehand to ensure that the cost sharing model is acceptable and also
in line with national regulations;

» if making use of the cost-sharing option, the lead partner is always
informed about the model applied by project partners in order to ensure
a correct allocation of the costs in the project bookkeeping system and
reports.

Strategic projects

Selection criteria for strategic projects

The Baltic Sea Region Programme 2007 - 2013 puts special emphasis on
projects that have a particular strategic relevance in the Baltic Sea Region.
(see chapter 4.5 of the Operational Programme (OP).) Such strategic
projects demonstrate the following features that are used in the Programme
as the selection criteria for strategic projects:

» Content: The project addresses one or more “issues of common
concern” that are listed in the chapter 2.3 in the OP and develops
solutions for the stable BSR development clearly based on the SWOT
analysis presented in the chapter 3.1 of the OP.

» Geographical area or area of influence: The geographical area of the
project or its area of influence encompasses the whole of the BSR.
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6.2.

» Focus on implementation: The project has a strong focus on
implementation. That means it contains infrastructural investment/s or
pilot investments in accordance with chapter 4.3 of the OP and chapter
4 Investments in projects of the Programme Manual; a preparation
stage for a major investment funded through other EU programmes,
national programmes or private sources; or local demonstration actions.

» National backup: The project has a strong back-up from the national
level authorities or, when relevant due to devolved competences, from
the regional level authorities that take the responsibility for
implementation of investments or endorsement of the policy
recommendation.

» Regarding the last criterion, the national representatives of the countries
in the project’s geographical area or area of influence are either partners
in the project or support the project as associated organisations. As
associated organisations a letter of support (in English) from these
representatives should be submitted together with the application form
proving their support to the project and preparedness to use the
project’s results (see also chapter 2.1.1 Legal status).

As a part of the quality assessment (see chapter 9.3 Evaluation of project
proposals and selection criteria) all projects applying for funds from the
Baltic Sea Region Programme are assessed additionally regarding their
potential to become a strategic project. The above mentioned selection
criteria for strategic projects is thus applied as additional assessment
category in the quality assessment. Different to the other quality
assessment categories, however, even if a project fails or gets a very low
score in the strategic project selection criteria this does not mean that the
project is assessed as not being as good quality as any “regular” Baltic Sea
Region Programme project. In other words, a project may show very good
quality as a transnational project and be highly recommended to be
approved even if it is not regarded as strategic!

Selection process for strategic projects

Following the quality assessment procedure the Joint Technical Secretariat
gives each project proposal a score on how far the proposal fulfils the
criteria for strategic projects together with a short comment for its
justification. These are included in the assessment report that serves as a
basis for the Monitoring Committee (MC) decision on the selection of the
projects for funding.

After the decision on approved projects, the MC takes a decision on which of
the selected projects may be considered strategic enough in order to be
selected as strategic project. The selection is based not only on the
fulfilment of the selection criteria for strategic projects but also on the
national opinion presented by the MC members on the influence and
importance of the given project both in their country and the whole Baltic
Sea Region.
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6.3.

6.4.

If a project is seen to have great potential to become a strategic project
after some improvements, the MC may give recommendations in order to
increase the strategic relevance of such a project. However, these
recommendations should not be seen as conditions for approval. Together
with the approval letter the lead partners whose project is selected as
strategic projects are asked whether they are willing to implement their
project as a strategic project and are willing and able to fulfil the possible
recommendations. If a lead partner does not want to implement its project
as a strategic project or is not willing or able to fulfil the given
recommendations, the project is implemented as a regular project in the
BSR Programme.

The Programme target is to have 2-3 strategic projects in each of the
priorities. All strategic projects may have an ENPI component.

Special support by the Programme for the
implementation and marketing of strategic projects

Strategic projects are monitored through the same procedure as regular
BSR Programme projects (six-monthly progress reporting). However,
strategic projects will possibly be implemented in closer cooperation with
the JTS and the MC than regular projects. A person from the JTS (depending
on staff resources) is appointed as a contact person to a strategic project.
As far as possible s/he takes part in the main events of the project. In
addition the JTS information managers help strategic projects with their
communication activities. Strategic projects and their progress are also
presented regularly at the MC meetings. A MC Task Force may be put up for
support to strategic projects, i. e. in finding financial resources for follow-up
investments.

Strategic projects deal with complex topics of high relevance for the
development of the Baltic Sea region. Furthermore they are expected to
have broad and significant influence in the region. That is why strategic
projects approved in the 1% and 2" call will be given an opportunity to apply
for an extension stage in order to considerably strengthen the final results
of the project (e. g. to implement transnational investments, to demonstrate
in a chosen region the implementation of the action plan developed in the
project, to carry out a training programme in order to disseminate the
jointly developed new method). Further information on extension stage is
given in chapter 9.5.

Top-down approach towards developing strategic
projects

Based on Monitoring Committee decisions the JTS may take a pro-active
approach towards developing strategic projects. In this case, the JTS or a
Monitoring Committee (MC) Task Force - with JTS support - will facilitate an
interactive process, where topics for strategic projects will be agreed upon
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7.1.

among the representatives of the countries participating in the Programme.
Potential partners and implementing bodies will be targeted through
seminars and workshops and the project plans will be further developed
together with the representatives of the participating countries. There will
not be a conflict of interest concerning the JTS role in the development and
later on in the assessing and monitoring of strategic projects since the JTS
members will only act as facilitators in the project development and all
decisions will be taken by the Monitoring Committee. Depending on the
amount of approved strategic projects in the different priorities after the
first call, the MC may decide on starting a top-down process for the
development of strategic projects in some priorities of the Programme.

Expected results and main outputs

Project objective(s) and results

The most important step for the applicants in developing the project
proposal is to set the objective and define the expected results clearly and
precisely right from the beginning.

The objective specifies positive aspects of a desired future situation. The
results should specify the needed change(s) in the current situation. ‘Good’
objectives and results clearly express what kind of changes the project
intends to bring about. They should be as specific as possible, thus providing
the answers to the following questions:

» what type of change is to be achieved
» where shall the change happen
» for whom it is going to be done
» by when it has to happen.
In other words, the ‘good’ objectives and results are SMART:

Specific = an objective has to define a single, simple change in a clear and
easily understandable way and set out what will change, for whom and
where.

Measurable = it must be possible to collect quantitative or qualitative data
in order to evaluate if the objective is met.

Achievable = there are enough internal financial, human, institutional and
physical resources available to achieve the (level of) change.

Relevant = the objective clearly meets the problem it intends to address
and is meaningful to key stakeholders and beneficiaries.

Time-framed =There is a deadline by when the objective shall be achieved.
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In the application form it is essential to describe the project objectives and
results in a SMART way. The assessors of the application will want to know
what the positive change is that the project is aiming at, who needs the
results and whether it is realistic to achieve these results with the proposed
project.

Linking to Programme objectives and expected results

In order to monitor and report on the Programme’s achievements, a
systematic way to collect information about the projects’ achievements is
needed. The information is collected from the projects on the basis of
Programme objectives, expected results and related indicators. The chart
below presents the system of Programme objectives and expected results.

Programme Objective

Priority 1 Priority 2 Priority 3 Priority 4
Objective Objective Objective Objective
Common Results
Priority 1 Priority 2 Priority 3 Priority 4
Specific Specific Specific Specific
results results results results

The Programme has an overall objective and a specific objective is set for
each priority. Furthermore, a set of common results as expected effects of
all the priorities are defined for the Programme. In addition priority specific
results, i. e. expected effects of a particular priority, are given. (Please, see
also Operational Programme chapter 6, chart 1.) The common and priority
specific results are further described below. In addition, the Programme
requirements on how projects should link to the common results and to the
priority specific results are explained.

Common results

Common results express the Programme’s expectations towards all projects.
The goal is to

» achieve increased recognition of projects’ outcomes among politicians,

# achieve increased sustainability of transnational structures, and
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» unlock investments.

In order to present the achievement of the common results in a more
tangible way, output indicators are defined for the common results. These
are shown in the table below including a short definition of terms used.
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Common result

Output Indicators

Increased political recognition

Number of politicians directly involved in project
activities

Politicians = Politically elected members of local, regional,
national governments and/or decision makers representing
public authorities.

Directly involved= Involvement of politicians is ensured in the
project’s decision making bodies as for example project’s
steering committee, management board, advisory group or
board etc.

Number of open public events with politicians’
participation

Events (conferences, press conferences, seminars etc)
organised for wider public (not limited to the project
partnership) where politician(s) take(s) an active role, for
example give a speech, moderate an event, a session or panel
discussion etc. This may include international, national and
regional/level events. Not included are internal working
meetings, workshops, and seminars etc that are organised only
for the project partners.

Number of political statements to be endorsed, resulting
from project activities and signed within the project
lifetime

Statements signed/endorsed by politicians either at local,
regional, national or European level during the project lifetime.
As for example Memorandum of Understanding, Agreement,
Transnational Action Plan, Territorial Development Plan,
regional plan/strategy, local land use plan etc.

Increased sustainability of
transnational co-operative
structures

Number of established transnational structures based on
official agreements (networks, platforms, forums,
councils etc.)

Signed agreement or similar document on the establishment of
new transnational structures as for example a network, a new
platform, a new council etc.

Signed agreement, action plan, etc. aiming at strengthening or
improving the performance of existing transnational structure
network, platform, organisation etc.).

Unlocking public /private
investments

Amount (EUR) of investments realised with Programme’s
funding within the project lifetime

Investments that the project has indicated in the application
form.

Amount (EUR) of public investments realised with other
than Programme’s funding within the project lifetime
Investments planned to be realised during the project lifetime
by other funding than the funds committed to the project by
the Baltic Sea Region Programme 2007-2013.

These investments should contribute to the achievement of the
project’s expected results and planned objectives. For example,
implementation of certain activities agreed among the project
partners in an action plan designed during the project lifetime
(building a road, installing equipment to prevent the pollution
from the Baltic Sea or reconstruction of the building by using
the feasibility study developed by the project etc.)

TABLE 7.2.a.

COMMON RESULTS AND RELATED OUTPUT INDICATORS
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In the project application the applicants are asked to indicate to which of
these above listed common results the project will contribute. The applicants
may select one or more of these results. In addition the applicant is asked
to specify how the project is going to fulfil the output indicators related to
the chosen common result(s).

If the project is approved for funding, it will be asked to set targets to the
output indicators for common results. This is required at the starting phase
of the project implementation. The targets will be stated in the first progress
report. (See chapter 10.3.3.) During the project implementation the projects
are asked to report on achievements of these indicators in the progress
reports.

Priority specific results

Priority specific results show the main Programme aims for different areas of
support in a priority. If a project proposal fits to a Programme priority, it
most likely will contribute to one or more predefined specific results in that
priority.

There are 3-4 specific results defined for each of the priorities (see
Operational Programme chapter 6, chart 1).

Examples of priority specific results:

Priority 1: “Improved transnational transfer of technology and knowledge”
Priority 2: “"Speeded up integration of areas with low accessibility”

Priority 3: “Increased sustainable economic potential of marine resources”

Priority 4: “Improved preconditions for increase of BSR competitiveness in
Europe and worldwide”

In the project application the applicants are asked to indicate to which of the
specific results in the chosen priority the project will contribute. The project
must contribute to at least one priority specific result. It can however
contribute to several results. Furthermore the applicants should specify how
the project in particular will contribute to the selected result. The project
should specify the change it is aiming at in detail including e.g. the
geographical area, the specific field and/or organisations that will be
targeted.

When starting the project implementation the lead partner together with the
project partners are asked to define indicators for the chosen priority
specific results. These indicators and their targets are indicated in the first
progress report (see chapter 10.3.3). They will be used as one of the means
to monitor and evaluate whether the project will achieve its planned results.

In addition to the contribution to the Programme’s expected results the
project may aim to achieve some other important results. In that case the
project may define such additional results. Similar to the priority specific
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results, the project should define indicators also for the additional results,
when starting the project implementation.

Main outputs

The results of a project will be achieved through activities and outputs. At
the Programme level information will be collected about the main outputs
produced by the projects. These are different types of tools, methods or
model solutions developed by the project and used as means to achieve
expected results.

The main outputs are divided into categories:
» Guidelines and Manuals

» Documents for Specific Investment (feasibility studies, technical
concepts, environmental impact assessments (EIAs) Territorial Impact
Assessments (TIAs), building plans, construction design etc.)

» Thematic Expertises (including economic analysis; e.g. analysis of the
cargo flow in the area of concern, market analysis etc.)

» Business plans

» Management Plans (crisis management, management plans for the
marine environment, logistics, etc.)

» ICT-based Supporting Tools (databases, information exchange portals,
other Decision Support Systems, etc.)

» Territorial Development Concepts (strategies, visions, scenarios etc.)

» Transnational Action Programmes or Plans

» Branding and Marketing Concepts and Strategies

» Tourism Products

» Educational Products (e.g. training programmes or methods, curricula,
etc.)

» Others

In the application form, the applicant is asked to define the project’s main
outputs in relevant categories. Main outputs should be produced in line with
the principle of transnationality (see Operational Programme chapter 4.3).
This means that they result from joint transnational work and/or present a
transnational value either due to their practical use by project target groups
or by being used as a model solution that can be transferred to other
locations. The development of main outputs should be clearly described in
the project work plan (see chapter 3.3 on project work plan). In the course
of monitoring, the projects will have to report on the progress of delivering
these main outputs.

Normally a project produces also other deliverables than the above-
mentioned main outputs. The project may produce partner specific outputs.
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Project events will be organised and presentations, project flyers,
newsletters etc. will be produced. The applicants should consider the
difference between the project’'s main outputs that are of transnational
relevance and all other outputs produced by the project. All types of outputs
will be presented in the project work plan. In addition, outputs related to
publicity and communication are presented in the communication plan (see
chapter 8).

Information and communication

In the programming period 2007-2013 the role of communication and
information on project level is strengthened since the previous programming
period has shown that communication and information activities are
practical and efficient tools to improve the quality of the projects. In
addition coordinated and targeted communication strategy throughout the
project life cycle shall ensure wider visibility of project activities, achieved
results and assistance obtained from the Programme and the EU.

Communication and information activities in the project are an important
part of project implementation. Communication will help the project to
achieve its goals and will ensure transparency in the use of the EU funds.
Therefore, projects are strongly encouraged from the very beginning to plan
their information and communication activities in order to improve the
project implementation and results.

Preparation stage

Planning of efficient resources for the implementation of information and
communication measures is a part of the project preparation.

During this stage it is recommended that the lead partner plans resources
for and appoints an information manager responsible for implementation of
information and communication measures.

The information manager’s main responsibilities would include:

+ preparation and implementation of information and the communication
plan;

» production of project information materials;
# organisation of project events;

» communication of project results to the stakeholders, target groups and
general public, etc.

It is recommended to plan from half to one full staff for this position. In
smaller projects that have little resources for project management these
tasks can be carried out by other persons involved, for example, the project
coordinator. The Joint Technical Secretariat would regularly be in contact
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with the appointed information manager on information and communication
issues of the project.

During the preparation of the application form the following two steps will
help projects to plan and implement their communication and information
activities.

Step 1: Filling in WP2 “Communication and information” in the
application form which will be used for assessment and forms the basis for
planned financial resources. WP2 “Communication and information” of the
application form informs about planned communication and information
activities in the project. It should briefly specify aim and purpose of the
planned communication and information activities, target groups as well as
communication tools, e.g. websites, meetings, seminars, publications, press
conferences and newsletters.

Step 2: Preparing a communication plan and revising the WP2.
The approved projects are asked to prepare a communication plan and to
revise WP2, which later forms the basis for monitoring the implementation
of the information measures.

Preparing and evaluating communication plan

The project needs to prepare a project communication plan. The purpose of
the communication plan is to:

» agree on communication aims plan information and communication
activities;

» target the audience with information they are interested in;
» disseminate information about the project and its results.

A communication plan, as well as any major amendments to it, is to be
drawn by the lead partner or person appointed by the lead partner (e.g.
information manager). The communication plan should include at least the
following:

» communication aims
» 2-3 main messages of the project;

» target groups as well as strategy and content of information and
publicity measures;

> indicative budget, with breakdown to activities, for implementation of
the plan/WP2;

# as annex a revised WP 2 of the application form “Communication and
information” with breakdown of communication activities according to
the reporting periods. This will be the basis for monitoring of the
information and communication activities;

B an indication of how the communication plan will be evaluated at the
mid-term and at the end of project life;
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» Additionally, in the first progress report the project will have to quantify
the publicity and communication indicators. The indicators will be
monitored and reported every six months to the JTS within the regular
reporting forms. A list of publicity and communication indicators is given
in chapter 10.3.2. Drafting a communication plan

For an example of the communication plan, please refer to the
communication plan of the Programme as well to the Communication
Guidelines for the projects that are available on the Programme website
eu.baltic.net.

The communication plan should not exceed 4-6 pages. The lead partner
submits the communication plan to the Joint Technical Secretariat (to:
than the last day of the first reporting period. The Joint Technical Secretariat
will evaluate the plan according to the requirements set above and will
follow up on the progress and implementation of the communication plan.

Project logo and website

In order to make the project more visible, recognisable and to ensure the
transparency of the project, activities and results projects are recommended
to design their own logo and to establish a website. The website
should contain information about project, its progress, contact data, project
achievements and results. The website should be regularly updated during
the project lifetime. It is recommended to maintain the project website until
end of 2015, and preferably even beyond that, as project outputs and
results shall also be available to other projects, Programme stakeholders
and other interested actors after the project closure.

Budgeting expenditure for project information and communication

The budget line of expenditure for project information and communication
(e.g. marketing materials, such as brochures, bags, etc.; conference costs,
such as renting of conference room, renting of equipment, etc.) depends on
the status of the service provider and the source of materials used. If an
external service provider was contracted (e.g. design company, printing
house, speaker, caterer, etc.), its expenditure should be planned under BL 2
External services. If the work (e.g. design, presentation, website update)
was done by a project partner's own staff member, who used the materials
of the project partner organisation, then the personnel costs should be
planned under BL 1 Personnel and the depreciation of the equipment
belongs to BL 4 Equipment and investment.
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Implementation stage

Use of Programme logo

The project must use the Programme logo in parallel to the EU logo*. The
Programme logo and EU logo can be downloaded at eu.baltic.net or
requested from the Joint Technical Secretariat.

i Logo colours
) .':':.'}:‘-“.\ Dark blue: 100,60,0,0 cmyk,
e e #005DAA (Pantone 286)
">+ Baltic Sea Region Light blue: 55,20,0,0 cmyk,

Programme 2007-2013 #6CAEDF (Pantone 284)

Project material

Projects are to send exemplars of their information and communication tools
(e.g. publications, CDs, etc.) to the Joint Technical Secretariat together with
progress reports.

Examples on ensuring the visibility of EU financing in project
outputs and results

All project outputs and results, including investments, must be made
available to the public and must have a clear reference to the EU co-
financing and to the Programme regardless of the source of financing.

a. The reference requested by the Art. 8 and 9 (a, b) of Commission
Regulation (EC) No 1828/2006 shall read as follows®’:

B e “>" Baltic Sea Region
Programme 2007-2013

Part-financed by the European Union
(European Regional Development
Fund and European Neighbourhood
and Partnership Instrument)

This reference must be reproduced and well visible on all media produced by
the project, e.g. websites, documents (reports, presentations, invitations

4 Article 9 of Regulation 1828/2006
50 Reference to the European Neighbourhood and Partnership Instrument (ENPI) can be removed if the
project does not receive any ENPI funds.
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etc.), publications, promotion materials (T-shirts, bags, cups, umbrellas
etc.), press releases, newsletters, billboards, signs, commemorative plaques,
vehicle panels etc.

For very small promotional objects (e.g. pens, memory sticks) the use of
the EU logo alone is sufficient.

b. Events

Project has to display the EU & Programme logo at all events (e.g.
conferences, seminars, press conferences, briefings, trainings etc.).

c. Equipment and investments

Every part-financed piece of equipment and/ or investment must comply
with the information and publicity rules set in Commission Regulation (EC)
No 1828/2006, in particular in Art. 8 and 9 and in Annex I and shall be
marked with the following label, which must not be removed even after the
finalisation of the project.

Programme 2007-2013

Part-financed by the European Union
(European Regional Development Fund
and European Neighbourhood and
Partnership Instrument)

<Fill in the project title or acronym>
<Fill in the book-keeping inventory
number>

Projects that receive more than 500,000 EUR public funding for
infrastructure or construction activities shall put up a billboard during the
project implementation and, not later than six month after completion of the
project, a permanent explanatory plaque. Both items should be visible and
of significant size and the above-mentioned reference to the EU co-financing
should cover up at least 25% of the space.’!

Where it is not possible to place a permanent explanatory plaque on a
physical object, other appropriate measures shall be taken in order to
publicise the Community contribution.>

References to the EU legislation

Projects have to comply with the Commission Regulation (EC) No 1828/2006
(Article 8 and 9, Annex 1) and No 846/2009 (Article 1) amending the
aforementioned Regulation.

51 Commission Regulation (EC) 1828/2006, Art. 8 (2) and (4).
52 Commission Regulation (EC) No 846/2009 (Article 1).
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Joint projects part-financed by ENPI also have to consider the
Communication and Visibility Manual for EU External Actions (April 2008,
European Commission) available at:

Project application and selection procedure

Preparation and opening of calls for application

Schedule and duration of the calls

The timing and duration of calls are set by the Monitoring Committee. As
soon as the dates are known, all relevant information is published on the
Programme website. The calls will be open for a period of ca. 1-3 months.
During this time, pro-active information measures to support project
applicants will be carried out (e.g. lead applicant seminars and individual
consultations) by the Joint Technical Secretariat. Each application round
(from opening till MC decisions) may take 6-8 months.

Application Package

The basic documents needed for application can be found in the Application
Package which is updated in regard to each call for application and published
on the Programme website. It consists of:

a. Announcement of the call for applications including a possible
guidance note to applicants

b. Application form including relevant attachments (e.g. model partner
declarations)

a. Announcement of the call for applications

The announcement of the call for applications includes basic information
about the Operational Programme (available funds, who can apply etc.) and
the specific information concerning the given call for applications (opening
and closing dates, focus of the call etc.). It also includes guidance on where
to find further information.

As the implementation of the Programme is progressing and the objectives
set for the Programme are gradually achieved, there will be a need for
specific guidance to project applicants regarding focus of the respective call
and availability of funds under each priority.

The Programme takes an active part in the implementation of the EU
Strategy for the Baltic Sea Region including its Action Plan.


http://eu.baltic.net/redaktion/download.php?id=429&type=file
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» All applicants are invited to explain the link of their project application to
the Strategy and its Action Plan in the respective section of the
application form.

In addition, the Programme is encouraging particularly flagship projects of
the Action Plan to prepare an application. When applying they should seek
the support of the Action Plan’s Priority Area Coordinators to verify their
relevance for the Strategy.

» In practical terms, flagship project leaders are asked to submit a “letter
of commitment” together with the application form for the 3rd call of
applications.

This letter is to be issued by the Priority Area Coordinator, under which the
flagship is going to be implemented. By this letter, the priority area
coordinator confirms that the project is a flagship project or a part of a
flagship project in line with the Action Plan. The coordinator furthermore
expresses his/her commitment to support and to follow up the
implementation of the flagship project in case of approval by the Baltic Sea
Region Programme.

During the assessment of applications, links to the EU Strategy for the Baltic
Sea Region will be evaluated and highlighted to the decision making body
(the Monitoring Committee).

b. Application form including relevant attachments

» The only document used by the applicants to present their project
proposals is the application form. The application form includes
guidance on how to fill in the form. It must be submitted in electronic
(via email) as well as in paper version (personally or via regular post).
Both versions have to be identical; however the assessment of the
proposals is made on the basis of the electronic version.

» Furthermore, the signature of a partner declaration is compulsory for
the lead partner and all project partners’ organisations. The partner
declaration forms are to be submitted to the JTS together with the
application form. For more information regarding the partner declaration
form, see chapter 2.4 Partner declaration.

» The projects applying as Flagship Projects of the Strategy are asked to
submit a letter of commitment from relevant Baltic Sea Strategy
Priority Area Coordinator together with the application form.

» Optionally, the applicant may submit letters of support from
associated organisations and project stakeholders as well as one
document in pdf-format containing up to five DIN A4 pages of graphical
information.
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The following table summarises which documents must be submitted:

How to submit an application?

Digital version Paper version

» application form in Excel format » One stamped and signed application
(the check sum visible on the form (the check sum visible on the
printout must be identical with the printout must be identical with the one
one in the digital version) in the digital version)

» Optional: one file in pdf-format » Partner declarations for all project
containing up to five DIN A4 pages partners including the lead applicant

What? of graphical information (may be submitted as copies)

of commitment from the Priority Area
Coordinators

» Optional: Letters of Support from
associated organisations (in English;
may be submitted as copies)

» By the deadline indicated in the “call for
proposals notice” (The date on the post
stamp must be that date or earlier.)

When? » By the deadline indicated in the “call
for proposals notice”

Joint Technical Secretariat

Where? | » applications@eu.baltic.net Investitionsbank Schleswig-Holstein
Grubenstrasse 20

18055 Rostock, Germany

TABLE 9.1.a. Documents to be submitted for application

Within two working days upon arrival of the electronic version to the Joint
Technical Secretariat, the lead partner of each project will receive a
notification via email.

Programme support to project generation and
development

The Programme provides different tools and organises various events to
facilitate the generation of project proposals and to support the applicants in
the project development process.

Project idea forms (PIFs) and project idea database

Project idea form is a tool to shortly present a project idea and the state of
its development towards a project proposal. There are two formats of PIFs.
Firstly PIF is used as an internet based tool to submit a project idea to the
project idea database of the Baltic Sea Programme. This is a public database
containing short characteristics of project proposals and supporting
applicants in finding partners for their projects. Secondly there is PIF in MS
word format to be downloaded from the Programme website, filled in and
submitted to the Joint Technical Secretariat. The information in PIF is used

» Flagship projects of the Strategy: Letters

» Baltic Sea Region Programme 2007-2013
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as a basis for discussion with the project developers when they request
feedback from the JTS.

Project idea forums

Project idea forums are organised in connection to other events like
Programme conferences or other Pan-Baltic conferences in different
locations around the Baltic Sea. Project idea forums offer potential
applicants a possibility to discuss and share their ideas with other project
idea owners working on similar topics, to further develop the ideas and to
find partners. The forums may cover all priorities of the Programme or be
more focused on some priorities or topics.

Reimbursement of project preparation costs

This support instrument co-finances the development costs of projects
approved for funding by the Monitoring Committee. The aim is to encourage
project applicants to intense communication between the project partners
already in the preparation stage and to a careful development of the project
proposal. For more information on the application and procedures for
reimbursement of project preparation costs, see chapter 5.4 Project
preparation and project closure costs.

Lead applicant seminars and individual consultations

The aim of the lead applicant seminars is to inform potential applicants on
Programme requirements and other issues related to the application. In
other words the aim is to help the applicants in preparing a complete and
well structured project application. Normally, two such events are organised
in relation to each application round. The seminars take place approximately
two months before the deadline for submission of applications for the open
call.

The target group of the lead applicant seminars are those who are preparing
a project proposal to the open call or at least for the following call. These
lead applicants are expected to have already some basic knowledge on the
Programme content and requirements. The lead applicant seminar consists
of joint plenary sessions and working sessions where more detailed
guidance on the requirements in filling in the application form is given. The
seminar is followed by individual consultations with applicants. Applicants
taking part in the consultations should be at an advanced stage of
developing the project application (a project idea form must be completed
before the event), and have specific questions and/or problems to be solved
with the help of JTS staff (e.g. interpretation of questions in the application
form, budgeting, eligibility of actions).
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Project Management Toolbox

The Joint Technical Secretariat has developed a technical toolbox for project
development and implementation. This toolbox includes a project
development tool in excel format that supports budget and activity planning
of a project proposal and helps to fill in the respective sections in the
application form. The toolbox also includes communication guidelines as
practical help for projects to fulfil the information and communication
requirements (see chapter 8 Information and communication). The toolbox
is available on the Programme website.

Thematic seminars

Thematic seminars are organised on topics, where there is lack of project
applications. Thematic seminars include elements of the project idea forums
(discussion and further development of project ideas, searching for
partners). Project idea development is supported at the thematic seminars
by contributions of experts in the specific fields in question.

General advice to applicants

Questions of potential applicants are answered by the Joint Technical
Secretariat via phone or email on a regular basis. The applicants can also
have individual consultations at the JTS office premises in Rostock and Riga.

Programme information on the website

All the Programme documents necessary for a project application as well as
the project management toolbox are available on the Programme website

» Newsletters which are dedicated to project idea development or facilitate
generation of specific projects (e.g. strategic projects);

» FAQ section that includes general information about the Programme;

» Country-specific sections contain information in national languages or
information specific only for one country (e.g. responsible organisations,
information about national first level control system, national funding
programmes, etc.).

National Information Networks

Assistance to applicants is also provided by national actors such as the
national sub-committees, Monitoring Committee members and/or national
authorities responsible for transnational cooperation programmes. Their
contact details can be downloaded from the Programme website. The JTS
supports national information networks with Programme information and
training (depending on the interest and the JTS resources).
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Programme conferences

Large transnational conferences to inform about objectives of the
Programme, to evaluate its implementation progress and promote its
achievements are organised by the JTS in cooperation with participating
states upon need and resources.

Evaluation of project proposals and selection criteria

All submitted project proposals undergo an assessment procedure following
a standardised process.

Project evaluation is composed of:

» Checking of the formal requirements to ensure the admissibility of the
proposal according to the admissibility criteria (admissibility check);

» Evaluation of the content of the proposal according to the quality
assessment criteria (referred as quality evaluation process in the
Operational Programme). In addition the projects are assessed in
accordance with so called additional quality features (quality
assessment).

Admissibility criteria, quality assessment criteria and additional quality
features compose the selection criteria. The procedures for carrying out the
relevant evaluations are presented below:

Admissibility check

Upon submission and registration of project proposals, the Joint Technical
Secretariat checks their compliance with the formal admissibility criteria.
The admissibility criteria consist of minimum technical requirements which
are unconditionally applicable to all proposals submitted. The following
formal aspects will be verified:

» The electronic and paper version of the application form are identical (i.e.
the check-sums on both versions match) and were submitted to the
Joint Technical Secretariat:

* no later than the specified deadline (date on the post stamp)
* in English language
* in Microsoft Excel format.
» The paper version of the application form is signed by the lead applicant.

» At least a copy of the duly signed partner declarations of the lead
partner and all project partners were submitted.

» The project complies with the minimum requirements regarding the
transnational approach (there are at least three financially contributing
partners from at least three different countries of the Programme area,
at least two of them from the EU Member States;
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» The legal status and geographical location (eligibility) of the lead
applicant is in line with Programme requirements.

» The project proposal is in line with the thematic focus of the call as
specified in the announcement note of the call.

The purpose of the admissibility check is to:

» verify that the proposal fulfils minimum requirements of the Programme
regarding application of the transnational cooperation;

» avoid further assessment of inadmissible applications;
» ensure equal treatment of all proposals to be selected for funding.

After the deadline for project submission, the compliance of the legal status
of partner institutions with the Programme eligibility rules is checked by the
Monitoring Committee members (if necessary additional documents are
directly requested from the lead applicant). The eligibility of applicants from
outside Programme area (e.g. UK, NL, BE) has to be confirmed by the
responsible national authority (for details, please refer to chapter 2.1.1.). In
case the legal status of the lead applicant organisation does not comply with
the requirements of the Programme, the project proposal is regarded as
inadmissible and will not be considered for funding. In case the legal status
of a project partner organisation or the source of a project partner’s
contribution does not comply with the formal requirements of the
Programme, exclusion of the respective partner shall be at the time of
decision making.

Only projects having successfully passed the admissibility check are subject
to a further quality assessment and considered for funding by the Monitoring
Committee. Projects that did not pass the admissibility check are informed
about their inadmissibility as soon as possible. However, formal confirmation
of the inadmissibility of projects is done by the MC at the time of selection of
projects for funding.

Quality assessment

The purpose of the quality assessment is to provide the Monitoring
Committee members with sufficient information on the quality of each
proposal to facilitate the decision making process. Quality assessment is
carried out by the Joint Technical Secretariat according to the quality
assessment criteria. In order to ensure equal treatment of all projects, the
quality assessment is carried out on the basis of information provided in the
application form. No additional clarifications will be requested during the
assessment process.



Baltic Sea Region Programme Manual

Quality Assessment criteria

1. RELEVANCE OF THE PROPOSAL

1)

The project proposal is in line with the quality requirements of the
Programme. (Is the project proposal considered to be of transnational
relevance? Does it apply integrated approach towards territorial
development? Does the project contribute to sustainable development? Is
the project proposal considered to be of transnational relevance? Is it
geographically eligible under any cross-border programme operating in
BSR?)

2) The project is in line with the thematic focus of the Programme and the

given call. (Does the problem addressed by the project and planned
objectives match the thematic focus of the selected priority? Is the
project proposal in line with the focus of the given call as specified in the
announcement note of the call?)

3) The project is addressing at least one common and one priority specific

result of the Programme. (Do the project’s planned results as specified in
the application form contribute to the selected Programme results?)

4) There is no obvious conflict with the national, Programme and Community

5)

rules, in particular with the Structural Funds and ENPI Regulatory
Framework. (For the list of relevant legal documents please refer to
chapter 1.4 Legal framework of this Manual)

The proposal demonstrates additional value to the current or already
completed projects financed by the BSR transnational cooperation
programmes. (Are similar activities carried out or similar outputs
produced already in the previous projects financed by the BSR
transnational cooperation programmes?)

2. COHERENCE OF THE
PROPOSAL AND QUALITY OF

APPROACH

6)

7)

There is coherence between problem, objectives and expected results.
(Are problem, objectives and expected results all clearly described and
logically related?)

There is coherence between expected project results and proposed
approach. (Can the listed results be achieved through the proposed
activities and outputs? Is the action plan clearly described and realistic?
Are the possible constrains clearly presented? Are investments
implemented in the project lifetime relevant?)
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3. DURABILITY, TRANSFERABILITY AND
DISSEMINATION OF THE RESULTS

8) Provisions to ensure the durability of the project's results are evident. (Will
the project produce outputs and/or results and/or establish structures,
which are tangible and will exist beyond the project implementation
phase? Does the project aim at launching large scale investment? Does
the project contribute to capacity building in organisations involved?)

9) Transferability of outputs and/or results is ensured. (Do the outputs and/or
results offer benefits for the target groups other than the organisations
participating in the original project? Does the pilot investment ensure an
added value to the project and transferability to other organisations?)

10) The project's planned strategy for dissemination of project outputs
and/or results is well structured and sufficient. (Have resources been
planned to realise the dissemination activities? Have the target groups of
the dissemination activities been defined?)

4. PARTNERSHIP

11) The partnership has sufficient potential to realise the planned activities
and deliver the expected outputs and results. (Are organisations from
relevant sectors affected by the project involved? Are relevant
administrative levels (e.g. local, regional and national institutions)
involved? Does the involvement of associated organisations bring
additional value to the project?)

12) The involvement of the partners is in line with transnational approach
required by the Programme. (Does the project action plan ensure joint
implementation of the activities? Have different partners been given a role
in leading specific activities? Does the budget allocation among the
project partners reflect the partners' joint interest in the project and is in
line with the project rationale?)

5. BUDGET AND MANAGEMENT

13) The project budget is adequate in comparison with the planned activities,
outputs and results.

14) The project meets the financial requirements of the Programme. (Are the
project activities and planned expenditure eligible from a financial point of
view? Are the project partners financially capable to take part in the
project? Are there any financial risks involved in the project?)

15) The management structure shows sufficient potential to secure sound
financial and content wise management of the project. (Is the
management structure clearly described? Does the management structure
ensure effective project implementation?)

TABLE 9.3.a. Quality assessment criteria

In addition to the quality assessment criteria presented above, which are
applicable to all project proposals, a number of desirable but not obligatory
features has been defined.
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Additional quality features:

The project includes investments of transnational relevance.

The project has actively participating partners from Belarus.

The project has financial actors from the private sector.

The project supports in particular the geographical focus of the Programme i.e. helps
tackling the existing East-West divide, touch upon North-South disparities.

The project is a flagship project of the EU Strategy for the Baltic Sea Region’s Action Plan
or otherwise consistent with the Strategy.

TABLE 9.3.b. Additional quality features

It is not a requirement that each project proposal should include the above-
listed features. However, additional quality features might be considered by
the Monitoring Committee in cases when there are several proposals
demonstrating the same value according to the quality assessment criteria
but not all of them can be selected for funding. Flagship projects and other
actions consistent with the Baltic Sea Region Strategy receive priority,
unless they are deficient in quality or inconsistent with the priorities of the
Programme. >3

As the Programme is particularly encouraging flagship projects to apply, the
Monitoring Committee will pay particular attention to the letter of
commitment from the respective Priority Area coordinator verifying the
status as a flagship project.

The result of project evaluation is presented to the Monitoring Committee in
assessment reports (separate for each project). An assessment report
includes an assessment of the project's strengths and weaknesses in
relation to the quality assessment criteria as outlined in the table above.

9.4. Approval and contracting

9.4.1. Monitoring Committee decision

Members of the Monitoring Committee carry out the strategic assessment of
submitted project proposals which is followed by the funding decisions. The
strategic assessment is based on the results of the quality assessment. In
addition, also the analysis of the existing portfolio of approved projects, the
availability of funds under each priority and the fulfilment of result indicators
set for the Programme are taken into account.

%3 This criterion/this passage is still under discussion by the Monitoring Committee.
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At the time of approval the MC may include in its decision certain
requirements which should be addressed by the applicant during the
contracting process or together with the first project progress report.

The Monitoring Committee has three options in decision-making:

1. To approve the project application;

2. To approve the project application with certain requirements, or
3. To reject the project application

The decisions of the Monitoring Committee are not appealable at any place
of jurisdiction.

The strategic projects are selected from the approved projects. The selection
process is further described in the chapter 6 Strategic projects.

9.4.2. Contracting of projects

Within two weeks following the Monitoring Committee meeting, the lead
partner > is informed about the Monitoring Committee’s decision. The
approval/rejection letters sent to the approved/non-approved projects
contain justification for approval/rejection. The lead applicant is responsible
for communicating the MC decision to the other project partners.

In some cases minor corrections in the project setup (e.g. correction of
arithmetical errors or ineligible costs) are made after the approval and
before the signature of the grant contract. However substantial alteration of
the approved project proposals is not possible.

The implementation of the selected projects shall be done in accordance
with the implementation provisions laid down in chapters 7-16 of the
Operational Programme as well as the Programme Manual and grant
contract. Regarding ERDF and Norwegian funding, costs are eligible the day
after the project has been approved by the Monitoring Committee. The
implementation of the project can be started at own risk already before the
grant contract is signed.

Regarding the ENPI funding, the eligibility of project costs start on the date
on which the grant contract is signed. However, on a case by case basis and
where the applicant can demonstrate the need to start the action before the
contract is signed and on the applicant’s own risk, the Managing Authority
may decide that the eligibility of project costs from ENPI funding starts the
day following the date of the project approval by the Monitoring Committee.
In any case costs of ENPI partners can only be co-financed by the
Programme if the Belarusian project partners passed the national Belarusian
approval procedure.

54 After the MC funding decision lead applicants (LA) of approved projects are called lead partners (LP)
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9.4.3.

9.4.4.

The representatives of the approved projects are invited to the lead partner
Seminar where Programme requirements regarding project implementation
will be further explained.

Grant contract

The grant contract is signed between Investitionsbank Schleswig-Holstein
(Managing Authority of the Programme) 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 grant 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.

In case ENPI funding is granted to the lead partner, the grant contract
contains specific provisions complying with ENPI rules and regulations.

The standard template version of the grant contract for the Baltic Sea
Region Programme projects can be downloaded from the Programme’s
website. It is important that before the application form is submitted, the
lead applicant has become familiar with the issues regulated by the grant
contract.

Belarusian partners have to undergo a national approval procedure carried
out by Belarusian authorities. The signature of the grant contract can take
place before the Belarusian approval procedure. However the grant contract
contains a clause that ENPI co-financing can only be transferred to the
project if the Belarusian project partners passed the national Belarusian
approval procedure.

All changes in the project set-up that are approved by the Monitoring
Committee and/or the Investitionsbank Schleswig-Holstein will result in an
addendum to the grant contract which is signed by the LP and the IB (for
more details please see chapter 10.6.2 Categorisation of changes and
related procedures ).

Project data form

After the decision of the Monitoring Committee the approved application
form is transferred into a “project data form”. This form contains all project
data that is relevant for implementation of the project. All changes in the
project data that could take place during the contracting phase and the
implementation phase are reflected in the project data form.

The project data form is annexed to the grant contract and its addenda and
forms an integral part of them.



9.4.5. From application to contracting — A graphical overview

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.

Closure of the call

el Sub_missi_on of the_gpplication forms
forms Registration and filing by the JTS
Admissibility The JTS checks the formal compliance
check with the admissibility criteria.
YES
NO
Quality Evaluation of the project proposals
assessment according to the quality assessment
criteria.
The result of the quality assessment is
passed summarized in the project assessment
reports.
NO YES l
Compilation of Compilation and  submission  of
—»| the assessment assessment reports (separately for
reports . .
each assessed project), an overview
table and statistics to the Monitoring
Committee.
Assessment
reports
v
Mcéjifscugjsion MC strategic decision on project
and funding ; i
poekepen approval/rejection.
v

approved

REJECTION JTS submits approval/rejection letters
to the applicants containing justification

YES for the MC decision.

Notification of applicants
(Approval/rejection letters and request for
clarifications) and lead partner seminar

}

Fulfilment of relevant requirements and Upon fulfilment of set requirements
signing the grant contracts signing of the grant contract.

!

Project implementation
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9.5.

Extension Stage

The content of an extension stage

The extension stage instrument has been introduced in the Programme in
order to allow a proper joint preparation and implementation of
transnational investments as well as to strengthen the impacts of strategic
projects through demonstration activities (Please, see also the chapter 4 on
investments in the projects and chapter 6 on strategic projects). In an
extension stage a Baltic Sea Region Programme project is granted additional
Programme funding for a period of up to 30 months (3 months for
contracting, max. 24 months for implementation, and 3 months for closure )
for the realisation of specific follow up activities. The specification of
activities in an extension stage should be a result of a joint planning process
that took place during the main stage of a project (i.a. joint development of
the concept and specification of the location, budget and technical aspects of
planned investments). Activities planned for an extension stage should focus
on the realisation of:

a. Transnational investments and related tasks (e.g. testing and evaluation,
dissemination measures or necessary training). The size of such
investment or series of investments should exceed EUR 100.000. This
possibility is open to all projects.

b. Demonstration activities that strengthen the final results of the project
(e.g. to demonstrate in a chosen region the implementation of an action
plan developed in the project, to carry out a training programme in
order to disseminate a jointly developed new method). This possibility is
open for strategic projects only.

Partnership requirements

Extension stage projects should be realised by at least three financially
contributing partner organisations from the original project coming from
three different countries in the Programme area, of which at least two
represent EU Member States. Additional partners outside of the original
project may be included in the extension stage, if needed for a proper
implementation of the extension stage activities.

Application, selection and contracting procedures

Because of time constrains, the possibility to submit an extension stage
project application will be only given to projects approved in the 1t and 2™
regular call for applications. Duration of extension stage projects must end
no later than 31 December 2014. This means that the implementation of
activities must end by 30 September 2014.
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The implementation of an extension stage project should start as soon as
the implementation period of the original project is over. The contracting
phase of an extension stage project will start 3 months before the
implementation period of the original project is over. An example can be
found on the diagram below:

Main Stage (regular project):

Implementation period of the main project (max. 36 months). Joint
transnational work in analysing the problem and searching for solutions
in the form of investments. Planning and preparing the investment(s)
including its/their placement (feasibility study if relevant).

I Technical preparation of application, assessment and approval of the
extension stage project. Related costs should be paid from the main
stage project budget.

I Extension Stage:

Implementation period of the extension stage project (max.
implementation period 24 months). Implementation and joint
evaluation of the planned investment(s).

Contracting phase:

3 months before the end of implementation phase of the main project,
the grant contract for the extension stage project is going to be
prepared by the JTS.

In the contracting phase, the implementation of activities may start and
costs incurred are eligible to be financed from the extension stage
project budget.

Three months of closure phase.

Additional 3 months after the end of implementation phase for finalising
administrative activities (e.g. compiling final report, final auditing etc.).
In the closure phase projects can also make final payments of activities
already closed in the implementation phase.

The timely relationship between the two stages is presented in the graph
below:
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10.

10.1.

Calls for applications for extension stage projects will depend on availability
of funding in the Programme. Relevant projects will be directly approached
by the JTS and informed about a possibility to submit an extension stage
application. An adjusted application form will be used to submit a project
proposal for an extension stage.

Before submission of the application form for extension stage, the lead
partner should consult the JTS regarding its intention to apply, and request
JTS feedback on the appropriateness of the planned extension stage.

The JTS will use adjusted admissibility and quality assessment criteria in
assessing the submitted proposals. Special attention will be given to the
results achieved in the original project. The funding decisions will be done at
a Monitoring Committee meeting. The MC meetings take place at least twice
a year. The exact dates of the MC meetings will be announced on the
Programme website as soon as they are known. Approval of an extension
stage will depend also on the availability of Programme funds.

Although an extension stage is thematically and procedurally closely related
to an approved project in the Baltic Sea Region Programme, technically an
extension stage project forms a separate entity. A new grant contract will be
concluded with the lead partner of an approved extension stage project. The
eligibility period of project related costs starts in the beginning of the
contracting phase (see the graph above) and lasts for maximum 30 months.
The eligible period of implementation of project activities lasts for maximum
27 months including contracting phase. In general, extension stage projects
should be implemented according to the procedures applicable for regular
projects. Further guidance will be given on any specific requirements.

Project implementation and reporting

Programme support to project implementation

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

Lead partner seminars

Approximately three months after the approval, the projects are invited to a
lead partner seminar. The JTS organises lead partner seminars in order to
provide with practical information related to the implementation and
management the projects. During this seminar the project coordinators,
financial managers as well as first level controllers get further
information especially on monitoring and reporting procedures, on first level
controls and on payments. In addition the JTS guides the projects in
developing project specific result indicators.
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Communication seminars

Communication seminars are organised regularly 1-2 months after the first
reporting period. The events will help information managers of the projects
to communicate better with the target audiences of their project.
Participants receive training on public relations and marketing as well as
working with the media. Furthermore, the participants get a possibility to
exchange experience on preparation and implementation of project
communication plans as well as feedback to the plans from the JTS.

Quality Workshops

The purpose of the quality workshops is to provide assistance to the running
projects regarding some common implementation issues or specific thematic
subjects. An important aim of the quality workshops is to create a platform
for exchange of experiences between projects on subjects important for
further project implementation. The aim is also to enhance cooperation and
dialogue on synergy effects between projects working on similar fields.
Furthermore the events are arranged in order to give the JTS a possibility to
share experiences from monitoring of the progress reports with the projects.

Project Management Toolbox

A toolbox for project development and implementation is available on the
Programme website. Besides the budget and activity planning tool project
managers and financial managers find in the toolbox templates for travel
reports, event reports, meeting agendas, minutes and participants lists, as
well as for cost sharing documentation and reporting, cost itemisation,
partner reporting, timesheets and bid-at-three documentation. In addition
the toolbox includes templates for press releases, Programme messages and
logo.

Information on the website and advice per email or telephone

All the Programme documents necessary for project implementation as well
as the project management toolbox are available on the Programme website
at eu.baltic.net. In addition, all Programme events and many project events
are announced in the Programme calendar on the website. A section of
frequently asked questions (FAQ) is available in order to provide general
information about the Programme. Additionally, an info toolkit including all
the necessary basic information about the Programme such as fact sheets,
presentations, flyer, Programme and EU logos as well as cooperation area
maps are available in the press corner section. The website also contains
country-specific sections with information in national languages or specific
only for one country (e.g. responsible organisations, information about first
level control systems). The JTS can be contacted per email or per telephone
on any questions regarding the project implementation. The contact
information is available on the Programme website.
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10.2.

Overview on project phases

The project duration is divided into several phases. During these phases, the
lead partner (LP) has a number of obligations. Moreover, the eligibility of
costs depends on the project phase. The chart below summarises what has
to be done and observed before, during and after the project
implementation phase.



. MC funding Start date End date of Project
Call opening Call closure decisions of implementation phase implementation phase end date 31.12.2025
1 1 1 |
Project P Project Preparation Project Duration Post-project
phases . - L
~Generation Finalization and Assessment of Contracting Implementation Closure
‘.and idea submission of project proposals
~development [ proposals
Timing Approx. 1-3 months Approx. 4-5 3 months 12-36 months 3 months 10 years after
R months (set by the LA in the AF) the end of the
< Programme
< +— 1 year 9
Eligible costs Project preparation costs Project implementation costs Eligible costs: None
e costs of
Eligible costs only under: Eligible costs under: already
. Co-financed from ERDF and Norwegian funds . all WPs and implemented

. ‘WP preparation’ and
- BL 1 Personnel
- BL2 External services
- BL3 Travel & accommodation

. all BLs

activities in all
WPs
Eligible activities:
e WP1 Project
coordination
and
administration

LP
obligations

ST T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T

Submission of amended
Application Form taking
into account requests for
relevant clarifications

Submission of originals
of Partner Declarations

Conclusion of Grant
contract

- (if relevant) request for
ENPI advanced payment

Submission of regular project progress
reports on 6-monthly basis,
provision of necessary clarifications to
the reports, receiving and forwarding
the funds

End of the 1%t reporting period
- Submission of Communication Plan

Deadline for submission of the 1st
report:

- (if relevant) request of project
preparation costs

- LP reaction on possible MC
recommendations that were made at
the time of approval

- conclusion of Partnership Agreement
- defining indicators for selected
specific results

Middle of project implementation
period:
- mid-term self evaluation

Submission of
project final report
incl. the specific
annex.

Maintenance
of project’s
accounting
documents
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10.3.

10.3.1.

10.3.2.

Getting started

Within six months after the approval the project partners should agree in
detail on the internal project management as well as on the implementation
plan. The following steps are to be fulfilled: concluding a partnership
agreement, drafting a communication plan and defining indicators. Before
the end of the first reporting period the project delivers the communication
plan to the Joint Technical Secretariat (JTS). Together with the first progress
report the project concludes and signs the partnership agreement. In this
first progress report the project also has to provide information on indicators
for selected specific results as well as on targets for output indicators for
common results. The reimbursement of costs reported in the first progress
report only takes place when these steps are taken.

Signing partnership agreement

As soon as the roles and responsibilities of each partner have been defined
and specified a mutual agreement among partners should be signed. The
partnership agreement is to specify both responsibilities and rights of each
partner as well as, to the extent possible, all joint procedures in order to
smoothly run the project (such as cost sharing, financing of project
management). For more details see chapter 2.5 Partnership agreements.

The partnership agreement shall be concluded and signed by all partners
before the submission of the first progress report. Costs of a partner can not
be reported as long as this partner has not signed the agreement.

The first level controller of the lead partner has to verify that a partnership
agreement has been signed by all project partners and that this agreement
contains clauses which regulate the minimum requirements stipulated in
chapter 2.5 Partnership agreements. Upon request the partnership
agreement has to be sent to the JTS together with the progress report.

Drafting a communication plan

Within six months of the project it is still possible to specify and verify (if
needed) the communication strategy for the project. For this purpose each
approved project must develop a communication plan and, thus, has the
possibility to revise work package (WP) 2 "Communication and information”
of the project data form. The communication plan is submitted to the JTS in
electronic version by the end date of the first reporting period and to the

Additionally, in the first progress report the project will have to quantify the
following publicity and communication indicators:

» Number of addresses e-mailed to

» Number of participants at the events


mailto:communication@eu.baltic.net
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10.3.3.

Number of newsletters downloaded online

Number of printed publications distributed

>
>
» Number of brochures produced
» Number of flyers produced

>

Number of public events advertising the projects organised by the
project

v

Number of public events advertising the projects attended by project
representatives (exclude the ones organised by project)

Number of TV broadcasts

Number of radio broadcasts

Number of articles in international press (newsletters, magazines etc.)
Number of articles in national newspapers

Number of articles in regional newspapers

Number of articles in local newspapers

Number of project websites maintained by the project

Number of websites the information about the project is available
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Number of newsletter issues
» Others (it is possible to specify up to 5 other indicators)

For more details on planning of the communication activities please refer to
chapter 8 Information and communication.

The publicity and communication indicators are monitored by the JTS
starting from the second progress report. This means that starting from the
second progress report the project informs how many of the above publicity
measures and means have been delivered in the given period.

Defining indicators and setting targets

Once the project is approved and before the implementation activities start
the lead partner should make sure that there is a common understanding in
the partnership on the planned results and targets for the project. This
includes the task to agree on indicators for the common and priority specific
results. In the first progress report the projects are asked to set targets to
the output indicators for the selected common results as well as to define
indicators and set targets for the selected priority specific results (see also
chapter 7.2). In addition targets will be set to publicity and communication
indicators (see chapter 10.3.2 above).

The targets for the output indicators to the common results should be
carefully thought over within the partnership. The targets should be realistic
i.e. reachable through the planned activities during the project lifetime. In
the first progress report the project is also asked to further specify the
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output indicators e.g. what type of public events or what investments it will
count.

Different to the output indicators for common results as well as to the
publicity and communication indicators, the indicators for priority specific
results are project specific. Each project is asked to find best suitable
indicators fitting to the particular planned results of the project. These
indicators should help the projects to evaluate project performance and
achievements themselves at a given stage.

In general such project specific indicators allow:
» to measure how far the project is from the planned objective
» to measure the quality of achieved results
» to check if the planned results will be achieved in time
» to adjust the chosen approach if needed

In addition these indicators give facts for presenting project achievements
to the stakeholders and broader public.

A four step procedure is proposed to help the projects in defining priority
specific indicators. These steps are:

1. Creating common understanding on the planned results
2. Defining indicators

3. Finding measurement methods

4. Setting targets

These steps are further described below. A project example is included.

First step: Creating common understanding on the planned results

As a first step the lead partner should make sure that the project partners
have a clear common understanding on the results that the project aims to
achieve. It is important to include all the partners as this helps any joint
discussions and assessment on the proceeding of the project later on.

The project’s planned results are described in the section 3.4 of the project
data form. It may turn out, however, that a further specification of the
project results as described in the project data form is needed in order to
agree on precise and realistic results. In this case the project data form
does not have to be changed but a further specification will be described in
an annex to the first progress report.

When searching for a common understanding on the planned results the
following questions should be asked:

» What kind of positive change does the project aim at?
» Where will the change happen?

» Who will be affected by the change?
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» When will the change happen?

Example of a project in Priority 2 aiming at increased role of sustainable
transport

Project result:

At the end of the project regional authorities, transport companies and SMEs
are better aware of rail and inland waterway transport potentials in the
project area.

It is important to consider what is really realistic to achieve during the
project lifetime.

Often transnational co-operation projects end up with such tangible results
like action plans, databases or networks. In such cases it is important to
further agree on the quality of such results. The following questions should
be asked:

» What should be the quality of the planned result?

What is the transnational value of the result?

Who will be using the result (e.g. database) after the project?
What is the content of the result (e.g. database, action plan)?

Who will be participating (e.g. in the network) after the project?

¥y ¥ ¥v ¥ ¥

How will the result (e.g. database, action plan, network) be used after
the project?

Example of a project in Priority 2
Project result:

At the end of the project there is a transnational action plan for the project
area formulating specific measures that regional authorities and/or transport
companies will take to increase the use of rail and inland waterway
transport.

Second step: Defining indicators

After the partnership has agreed on the specification of the planned results,
the second step - defining indicators - can follow. The following questions
should help to find indicators for the results (aimed changes):

» How do you know that the change (as described in the result) is
happening/has happened?

» What can you observe indicating that the change is happening?

Example of a project in Priority 2
Indicators:

The number of investigated rail and inland waterway transport
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alternatives to road transport presented to regional authorities, transport
companies and SMEs.

The number of actions taken by regional authorities, transport companies
or SMEs in order to make use or further develop the investigated rail or
inland waterway alternatives.

(The latter indicator is better as it shows evidence that the aimed change is
really happening; i.e. The target groups are not only informed but start to
take actions.)

Or (in case of tangible results such as database, action plan and network)

» How do you know that your result is of aimed quality?

Example of a project in Priority 2
Indicators:

The number of measures in each country of the project area that have
been agreed with regional authorities and/or transport companies to be
included in the action plan.

The amount of money (EUR) in each country that the regional authorities
and/or transport companies have committed to the measures included in the
action plan.

It is often challenging to find indicators whose fulfilment starts already at an
early stage of project implementation and not only at the end of the project.
However, the project should strive for such indicators as they can be used
for monitoring and evaluation of the project’s progress during the project
implementation (e.g. mid term self-evaluation, see chapter 10.5). This will
be a basis for making corrections in the work plan, if it seems that the
planned results cannot be achieved.

Third step: Finding measurement methods

As a third step the project should find methods how the fulfilment of the
defined indicators can be measured. This step serves also as a “feasibility
check” to the indicators. The projects should only choose indicators whose
use is feasible within the project, i.e. the information needed can be
collected with reasonable resources. The following questions can be asked
when searching for a measurement method:

» How can you measure the fulfilment of the indicators?

» How do you get the information that is needed?
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Example of a project in Priority 2

Indicator

Measurement method

The number of investigated
rail and inland waterway
transport alternatives to road
transport presented to regional
authorities, transport companies
and SMEs.

the number of
investigated new alternatives
that are presented to the
regional authorities, transport
companies and SMEs. The
information is collected from the
project partners.

To count

The number of actions taken
by regional authorities, transport
companies or SMEs in order to
make use or further develop the
investigated rail or inland
waterway alternatives.

To count the number of actions
taken by regional authorities,
transport companies or SMEs.
The information is collected by
using a questionnaire.

The number of measures in
each country of the project area
that have been agreed with
regional authorities and/or
transport companies to be
included in the action plan.

To count the agreed measures in
each country. The information is
collected from the project
partners.

The amount of money (EUR)
in each country that the regional
authorities  and/or  transport
companies have promised to the
measures included in the action
plan.

To add up the promised amount
of money in each country. The
partners collect the information
from the budget planning
documents of each of the
participating regions.

Fourth step: Setting targets

» The final step is to set targets to the selected indicators. The targets
should be realistic, i.e. achievable during the project lifetime. However,
too low targets make the indicators less useful.
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Example of a project in Priority 2

Indicator Target

The number of investigated | Two investigated and presented
rail and inland  waterway | alternatives in each participating
transport alternatives to road | country.

transport presented to regional
authorities, transport companies
and SMEs.

The number of actions taken | Four actions taken in each
by regional authorities, transport | country.

companies or SMEs in order to
make use or further develop the
investigated rail or inland
waterway alternatives.

The number of measures in | Two agreed measures in each
each country of the project area | participating country.

that have been agreed with
regional authorities and/or
transport companies to be
included in the action plan.

The amount of money (EUR) | At least 500 000 EUR in each
in each country that the regional | country.

authorities  and/or  transport
companies have promised to the
measures included in the action
plan.

» In the first progress report also the baseline for the indicator is asked.
The baseline means the value of the indicator before the project
activities start. Often the baseline is zero. In our project example above
the baseline for the last mentioned indicator (The amount of money
(EUR) in each country that the regional authorities and/or transport
companies have promised to the measures included in the action plan.)
could be for instance 200 000 EUR in two participating countries.

» In Annex 3 to the Programme Manual there are further examples of
indicators. The JTS assists approved projects in defining indicators by
organising workshops dedicated to the development of meaningful
indicators during the lead partner seminars.

» For more information about indicators, please refer to the following
source:

» Commission Working Document No. 2 on indicators at:


http://ec.europa.eu/regional_policy/sources/docoffic/working/sf2000_en.htm
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10.3.4. Setting up a project accounting system

The lead partner and all project partners involved in the implementation of
the project and receiving funds from the Baltic Sea Region Programme must
maintain:

» a separate accounting system or
» an adequate accounting code®
and in every case

» cost itemisation lists in English (= overviews of all project expenditure
incl. payment day, VAT specification and brief description of the cost
item)®®

for all transactions related to the project without prejudice to national
accounting rules. In this way all project related expenditure and receipts
should be clearly identified.

It is strongly recommended that the lead partner and all project partners
maintain a separate bank account or sub-account for receiving ERDF, ENPI
and/or Norwegian national co-financing. Belarusian partners receiving ENPI
co-financing are strongly recommended to keep a (sub-) account in EUR.
Opening a SEPA (Single Euro Payments Area) account results in faster
receipt of payment, and lower and more transparent transfer charges.

10.4. Monitoring and reporting

The chapter describes the monitoring and reporting procedures to be
followed by the projects approved by the Monitoring Committee.

The lead partner (LP) is responsible for the project management including
monitoring of and reporting on the project’s progress. In order to ensure
effective and efficient management of the project, the LP should set up a
proper system for monitoring of achievements of milestones and outputs as
well as of spending within the project. It is the responsibility of the LP to
follow up and assess the quality of project partners’ achievements and to
have an overview of the overall progress of the project.

According to the grant contract concluded between the LP and the Managing
Authority (MA) one of the LP’s obligations is to regularly report on the
progress of the project to the Joint Technical Secretariat (JTS). The grant
contract and project data form are the base for monitoring progress and
achievements of the project. The reporting to the JTS is done through
progress reports to be submitted twice a year in six-months reporting
periods (exception of the first and last progress report, see below).

5% Council Regulation (EC) No 1083/2006, Art. 60(d)
56 Templates for cost itemisation lists for one project partner (being part of the partner progress report) and
the total project are available on the programme website eu.baltic.net.
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10.4.1. Progress report

The progress report is a document in MS excel format, which consists of

» Activity report that provides information on the achievement of project’s
milestones and outputs, and

» Financial report which provides information on project’s expenditure.

The information provided in the progress report allows both the lead partner
and the Joint Technical Secretariat to examine the progress of the project.
In particular, progress in achievements of planned milestones, delivery of
outputs and financial progress in relation to the achievement of milestones
and outputs. The progress report should include information on main
challenges and deviations/delays occurred during the reporting period, if any.

Validation

Both parts of the progress report that are submitted by the lead partner
have to be validated in its content by the first level controller of the lead
partner. For more details about the validation of the expenditure on the lead
partner and project partner levels including the first level control
requirements please see chapter 11 Audit and control.

Templates

A sample of the standard progress report template for the project
including all project partners is available at the Programme website:
filled by the Joint Technical Secretariat can be used by the lead partner. At
the latest one month before the end date of the reporting period the JTS will
provide the LP with the pre-filled progress report template that is valid for
the given reporting period. The pre-filled report includes the description of
milestones and outputs as well as the budget as planned in the approved
project data form.

To support the LP in collecting all relevant information from its project
partners the JTS developed templates for a partner progress report and a
cost sharing report. It is strongly recommended that the LP makes use of
these templates as they also contain the first level controller’s confirmation.

Partner progress report Cost sharing report
by each Project Partner by Implementing Partner

—

-

Project progress report
by Lead Partner



http://www.eu.baltic.net/
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The JTS also encourages all projects to make use of the other documents of
the management toolkit available on the Programme website:
templates and tables that support standardisation of information and
financial data to be reported (e.g. templates for event agendas and minutes,
as well as participants list, travel report templates, time sheets (incl.
calculation of personnel costs, cost itemisation lists, etc).

10.4.2. Activity Report

The activity report is based on the information provided in the project work
plan, as described in the project data form. Although a project is co-financed
by two or three funding resources there is a joint activity report.

The lead partner should provide the Joint Technical Secretariat with
information on the achievement of the project milestones (note: milestone
does not mean a reporting period like in the BSR INTERREG III B NP) and
main outputs for each work package. In case certain deviations/delays occur
in achieving the planned milestones and outputs, the lead partner should
explain the reasons for these deviations/delays and a plan for their
achievement should be presented. In addition the LP should report on the
achievement of output indicators concerning the common results as well as
publicity and communication indicators. Please see chapters 7. Expected
results and main outputs and 10.3 Getting started.

In addition, the lead partner should provide a narrative description of the
progress in the project implementation during the given reporting period.
This includes also the description of the main project coordination activities,
for example outcomes of the steering committee or reference group
meetings, joint agreements made, cooperation with associated organisations
(if involved), etc. If relevant, the description should also provide information
on the main challenges that occurred and how the project dealt with them
or what are foreseen actions to deal with them.

In a separately designated field of the activity report the lead partner is
asked to provide a summary of the project and its main achievements.
Please note that this information is directly published on the Programme
website and used by JTS for marketing purposes of the project and
Programme.

10.4.3. Financial Report

The expenditures of all project partners are compiled in the joint financial
report. All costs included in the financial report must be allocated under the
correct budget line and work package. Such costs must be eligible, i.e. they
have to comply with the EU and national legislation, as well as the
Programme rules.”’ If the costs are eligible for co-financing and as soon as

57 Cf. chapter 5 Project budget and applicable rules
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10.4.4.

the progress report is accepted by the JTS the co-financing can be
reimbursed.

Eligibility and reporting periods

Eligibility period

Eligibility of ERDF and Norwegian expenditure starts on the day following the
date of the project approval by the Monitoring Committee. In general,
eligibility of the ENPI expenditure starts on the day on which the grant
contract is signed. However, on a case by case basis and where the project
can demonstrate the need to start the action before the contract is signed
the Managing Authority may decide that the eligibility of project costs from
ENPI funding starts on the day following the date of the project approval by
the Monitoring Committee. In any case costs of ENPI partners can only be
co-financed by the Programme if the Belarusian project partners passed the
national Belarusian approval procedure.

Reporting period

The project work plan and expenditure in the project data form are planned
on a six-monthly basis. There are two reporting periods per year for each
project and consequently two reporting deadlines. The reporting periods and
deadlines for submission of the progress reports are set in the grant
contract. The deadline for submission of the progress report is three months
after the end of the reporting period.

Example:
» Reporting Period: 1 Jan - 30 June
» Reporting deadline: 1 Oct

The first and the last progress report might cover a longer reporting period,
which can last up to nine months.

Any other reporting period can only be prolonged if this has been agreed
with the JTS beforehand. The request for prolongation has to be submitted
to the JTS at least one month before the end of the respective reporting
period. The prolongation will only be granted in extraordinary cases, e.g.
second level audit.

In general, the project costs should be reported in the progress report
whose reporting period comprises the date when they ireurred were paid
and were (at least partly) delivered. Only in duly justified cases it is possible
to report costs which do not relate to the given reporting period provided
that:

» these costs are eligible;

» the costs were paid during an eligible project phase;




Baltic Sea Region Programme Manual

» the costs were not reported and reimbursed during the previous
progress reports or from any other EU, international, national or regional
financial instrument.

10.4.5. First and final progress report

The following special requirements apply to the first progress report:

» The preparation costs should be reported in an extra report attached to
the first progress report (see chapter 5.4.1 Project preparation costs).

» The lead partner has to prepare a partnership agreement that has to be
agreed and signed by all project partners before submission of the first
progress report. The first level controller of the lead partner has to
verify that a partnership agreement has been signed by all project
partners and that this agreement contains clauses which regulate the
minimum requirements stipulated in chapter 2.5 Partnership agreements
(please also refer to the example partnership agreement available at the
Programme website eu.baltic.net). Upon request the partnership
agreement has to be sent to the Joint Technical Secretariat together
with the progress report.

» The lead partner has to send a copy of the first level control designation
certificate and of the confirmation by the project partner’s first level
controller (see chapter 11.3 Designation of the first level controller)

» In the activity report the indicators for selected priority specific results
have to be defined and specified (please see chapter 10.3 Getting
started).

Pre-filled templates of the preparation cost report and for the specification of
the indicators will be sent to the project together with the pre-filled
templates of the first progress report.

The final progress report consists of the final activity report, the final
financial report (including closure costs) and a specific annex. In the annex
the project is asked to report on the overall achievement of the planned
results making use of the result indicators. The project is also asked to
describe its possible environmental impacts and, if the project aimed to
promote equal opportunities, the outcome of these activities. If applicable,
the lead partner and its project partners have to sign an addendum to the
partnership agreement before submission of the final progress report. The
first level controller of the lead partner has to verify that such an addendum
has been signed by all project partners. (cf. chapter 2.5).

The lead partner has to submit the final progress report to the Joint
Technical Secretariat within three months after the project end date. At the
end of the programming period, all projects are obliged to submit their final
reports in due time enabling the Programme closure.


http://www.eu.baltic.net/
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10.4.6.

10.4.7.

Advance payment request

After the signature of the grant contract the lead partner may upon request
receive an advance payment of ENPI co-financing. Further request for
interim payments are part of the project’s joint progress report.

For further details about the co-financing of project costs see chapter 12
Payment of grants.

Submission

The lead partner submits the progress report every six months (or up to
nine months in the case of the first and last reports) according to the
reporting deadlines set in the grant contract.

The lead partner shall submit both the paper and the electronic versions of
the progress report to the JTS. If applicable, the lead partner should attach
a copy of the new first level controllers’ designation certificates (see chapter
11.3 Designation of the first level controller) and other documents required
by the JTS, e.g. Annex to the first progress report to define the indicators.

The paper version should be sent to the following address:

Baltic Sea Programme

Joint Technical Secretariat
Investitionsbank Schleswig-Holstein
GrubenstraB3e 20

18055 Rostock

Germany

The electronic version is to be sent to the following e-mail address:

the responsible project officers and finance officers at the JTS.

Lead partners should organise the control procedures within their
partnership as efficiently as possible aiming at submitting their progress
reports to the Joint Technical Secretariat rather prior to the deadlines. This
will accelerate the payment procedure.

Any late submission of a progress report must be approved by the JTS
beforehand. A request for postponement must not be submitted later than
the actual deadline for submission of the given progress report.

The request might not be approved in case national deadlines for submission
of the progress reports to the first level controllers are not followed by the
LP or project partners.

In case the JTS did not receive a request for postponement of the reporting
deadline and the progress report is delayed, the JTS will inform the lead
partner about the delay and set a new deadline for submission.

If it is the failure of the lead partner to present a certified paper version of
the progress report 3 months after the original reporting deadline (as set in


mailto:report@eu.baltic.net
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the grant contract), the lead partner has to submit a progress report
including all certified expenditure within the following month. The non-
certified expenditure is lost and cannot be reported afterwards.

If the lead partner fails to submit a certified progress report at all, the
project might be terminated in accordance with the rules of the grant
contract.

10.4.8. Processing of the progress report

As a general rule, the incoming progress reports are processed by the Joint
Technical Secretariat in the order of their arrival date. The JTS monitors all
components of the progress report, such as the description of activities, the
report on achievement of the planned milestones and outputs, the lists of
expenditure, as well as declarations of validations and controllers’
reports/checklists. The achievement of the planned milestones and outputs
are monitored in relation to the work plan presented in the project data
form. During the financial monitoring the JTS cross-checks whether that
what has been validated by the first level controller complies with the
provisions of the grant contract and the Programme documents as well as
with the contracted project data form.

If the information delivered in the progress report is insufficient, the JTS will
ask for further information or clarification from the lead partner. The Joint
Technical Secretariat, the Managing Authority or the Certifying Authority
may also ask the lead partner and the first level controllers to provide more
in-depth documentation, such as the overall report/checklist on the controls
performed at project level, the documents listed in the declaration of the
validation of the expenditure, the cost itemisation list of all expenditure
incurred and paid at project partner level, timesheets, etc. The lead partner
should provide the answers to the Joint Technical Secretariat within the set
timeframe. If there are no further questions concerning the respective
progress report or other outstanding issues regarding the project, the report
is approved and the payment procedure can be launched.

10.4.9. Requirements to the reporting of costs

Principle of real costs

Project expenditure must comply with the principle of real costs. It means
that only costs incurred and paid by an eligible project partner, accounted
for and proved by delivery of works, services or supplies (at least partial
delivery in the case of advance payments) within the following eligible
project phases®® can be considered as project costs:

# project preparation phase;

8 See chapters 5.4 Project preparation and project closure costs and 3.2 Project duration
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» project contracting phase;
» project implementation phase;

» project closure phase

Principles of economy, efficiency and effectiveness

The project’s budget has to be used in accordance with the principles of
economy, efficiency and effectiveness®®,

The principle of economy requires that the resources used by the institution
for the pursuit of its activities should be made available in due time, in
appropriate quantity and quality and at the best price.

The principle of efficiency is concerned with the best relationship between
resources employed and results achieved.

The principle of effectiveness is concerned with attaining the specific
objectives set and achieving the intended results.

Budget limits
The reported expenditure must not exceed:
» the approved total project budget;
» the approved budget of each project partner;

» the given flexibility of each total budget line and of each total work
package (see chapter 5.1 Budget lines).

In addition to the flexibility of budget lines and work packages projects may
in well justified cases apply for budget reallocation (see chapter 10.6
Changes in the approved project set-up).

Use of the Euro®®

Amounts set out in the “"Declaration for the validation of the expenditure by
the first level controller” and expenditure reported in the financial report
must be denominated in EUR.

All project partners whose national currency is not EUR must convert the
expenditure incurred and paid in national currency into EUR. The
expenditure in national currency (other than EUR) must be converted into
EUR with an accuracy of four digits after the comma using the monthly
accounting exchange rate of the European Commission. The monthly
exchange rate is the rate of the month during which the expenditure was
paid by the project partner or registered in the accounts of the project
partner. At the beginning of the project each project partner has to decide

59 Council Regulation (EC, Euratom) No 1605/2002, Art. 27
80 Council Regulation (EC) No 1083/2006, Art.81



Baltic Sea Region Programme Manual

10.5.

for one option that is to be followed during the entire project lifetime. The
European Commission publishes the monthly exchange rates under:

Depending on the currency of the lead partner’s and project partners’ bank
account (EUR or national currency) the exchange will be done by the lead
partner’s or project partners’ local bank. Any exchange risk has to be borne
by the lead partner and the project partners.

Display of figures

In order to avoid rounding differences all expenditure in the financial report
must be rounded on two digits after the decimal point with 0.005 being
rounded up.

The only exception of this rule is made to exchange rates. They should be
rounded on four digits after the decimal point, with 0.00005 being rounded

up.

Requirements to the bank information

Complete and correct bank information in the progress reports guarantee
fast transfer of the co-financing.

Experience shows that the international BIC (S.W.I.F.T. code) of banks as
well as the international IBAN code for accounts were major sources of
errors. Therefore lead partners are very much encouraged to ensure that
both the BIC (S.W.I.F.T.) and the IBAN are correct and do not contain any
space characters (also German lead partners should provide this
information).

Moreover, the name, address, town and country of the bank and the
account holder should be given. Depending on the space available in the
transfer form, in all transfers the reference to the Programme, the project
acronym and number, the type of fund as well as the number of the
progress report will be made. If applicable, the lead partner may indicate an
additional internal reference in the progress reports.

Mid-term self-evaluation of a project

The purpose of a mid-term self-evaluation is to improve the work done by
the project partners in order to achieve the project results and so to
improve the quality of the project outcomes. The projects are asked to carry
out a self-evaluation in the middle of their implementation phase; for
example if the implementation phase of a project is 36 months (six
reporting periods), the self-evaluation should be done during the third or
fourth reporting period. The self-evaluation is carried out by the projects
themselves. All partners should be involved in the evaluation process.


http://ec.europa.eu/budget/inforeuro
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10.6.

10.6.1.

In addition to the assessment on how the project is achieving its planned
results, the self-evaluation should include an evaluation on the management
structure as well as on the transnational approach taken in the project. It is
up to the projects to choose the methods for the self evaluation. However
the project’s own result indicators and the corresponding measurements are
to be used in the evaluation. Further information on the achievement of the
planned outputs and results may be useful as well. If the outcome of the
evaluation is that there are difficulties in reaching the planned results, the
reasons for the situation should be clarified and openly discussed among the
partners. In case needed, proposals for adjustments in the work plan should
be done in order to better achieve the results. However any major changes
in the project work plan have to be approved by the JTS (see the chapter
10.6 Changes in the approved project set-up).

As mentioned above the self-evaluation serves in the first place the project
internal quality improvement. A short documentation of the evaluation
process and its outcomes is submitted to the JTS together with the following
progress report.

Changes in the approved project set-up

In general, three categories of changes in the project can be distinguished:
change in the work plan, change in the partnership and change in the
project budget. Obviously, these three are in most of the cases interrelated
(e.g. dropping out of the partner may result in a change of the project
budget and adjustment of the work plan). Please observe the table in the
following chapter for a more detailed categorisation of changes and related
procedures.

General change procedure

All changes in the project must be communicated to the Joint Technical
Secretariat. The Programme managing bodies, namely the Monitoring
Committee (MC) and the Managing Authority (MA) / Joint Technical
Secretariat (JTS), must approve all changes before their implementation.
Apart from the changes allowed under the budget flexibility rule (see
chapter 5.1 Budget lines) and minor modifications in the project set up that
are handled during the monitoring of the progress reports, the lead partner
(LP) shall submit an official request regarding all other changes beforehand
to the JTS. On demand the Joint Technical Secretariat will provide the lead
partner with a request for change form that is pre-filled with all relevant
project data.

The following flowchart shows the procedures connected to the handling of
request for changes:
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Pre-filled request for change form
e Lead partner informs JTS about necessity for changes
e JTS sends pre-filled request for change form to the LP

v

Preparation and submission of request for changes
e Lead partner prepares request for change together with its project partners
e Lead partner submits request for change form and other required documents

v

Check of incoming request for changes
e JTS checks incoming request for changes and additional documents

v

Clarification of the request for changes
e If necessary JTS demands corrected request, additional information and/or
missing documents

v

Assessment by MA/JTS
e JTS assesses the case based on the provided information and documents

v

Depending on the kind of change: Confirmation from certain MC members

|
Depending on the kind of change:
v v

Decision by MA/JTS Decision by entire MC
in a written procedure

v
Follow-up of the decision
e JTS informs the lead partner about the decision and submits the addendum to
the grant contract
e The lead partner submits signed paper versions of official documents (e.g.
addendum to the grant contract)
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10.6.2. Categorisation of changes and related procedures

Type of change

Decision making
body

Procedure

Pure budget reallocation

NOTE: Only one pure budget reallocation above the flexibility limit (options b) and c) below) is allowed per
project lifetime, even if a project involves three funds - ERDF, Norwegian and ENPI.

a | ... between the BLs MA/ITS Upon prior request from the LP.
and WPs above the The MA/JTS carries out an assessment based on
limits of the flexibility which it approves or rejects the request for change.
rule
NOTE: A budget reallocation between budget lines
and work packages of different funds is not possible
(e.g. between ERDF and Norwegian funds).
b | ... between project MA/JTS Upon prior request from the LP.

partners

if no objections raised
by the respective MC
members from those
countries where the
project partners are
located.

The MA/JTS carries out an assessment and sends it
to the respective MC members. If no objections are
raised by the respective MC member within ten
working days, the JTS considers the change as
confirmed and approves.

NOTE: A budget reallocation between partners that
are co-financed from different funds is not possible
(e.g. between ERDF partners and Norwegian
partners).

Partner drop out (i.e. discontinuation of a project pa

rtner’s (PP) financial contribution to the project)

a | New PP(s) take(s) MC Upon prior request from the LP and after receipt of
over the tasks and in a written procedure an official letter of the partner dropping out.
budget including written The MA/JTS carries out an assessment, based on

confirmation on the which it makes recommendations to the MC.
technical eligibility of The MA/JTS launches a written procedure through
the new organisation by | which the MC decides on approval of the change and
the MC member of the confirms the technical eligibility of the new

project partner’s organisation. The written procedure lasts at least
country three weeks.

b | Existing PP(s) take(s) | MA/JTS Upon prior request from the LP and after receipt of
over the tasks and If no objections raised an official letter of the partner dropping out.
budget by the respective MC The MA/JTS carries out an assessment and sends it

members from to the respective MC members. If no objections are
countries where the raised by the respective MC member within ten
‘taking over’ partners working days, the JTS considers the change as

are located confirmed and approved.

c | No substitutes - 1) MC 1) Upon request from the LP and after receipt of an
changes in the in a written procedure if | official letter of the partner dropping out.
project plan and the change The MA/JTS carries out an assessment, based on

budget

considerably affects
delivery of the project
results

2) MA/JTS
if the change does not
considerably affect the
project and delivery of
its results

which it makes recommendations to the MC.

The MA/JTS launches a written procedure through
which the MC decides on approval of the change.
The written procedure lasts at least three weeks.

2) Upon request from the LP and after receipt of an
official letter of the partner dropping out.

The MA/JTS carries out an assessment and makes a
decision if needed in consultation with the respective
MC member(s).

Other changes

Any change in the project
work plan that has an
impact on achievement of
the project results

1) MC

in a written procedure if
the change
considerably affects

1) Upon request from the LP.
The MA/JTS carries out an assessment, based on
which it makes recommendations to the MC.

The MA/JTS launches a written procedure through
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Type of change

Decision making
body

Procedure

delivery of the project
results

2) MA/JTS
if the change does not
considerably affect the
project and delivery of
its results

which the MC decides on approval of the change.
The written procedure lasts at least three weeks.

2) Upon request from the LP.

The MA/JTS carries out an assessment and makes a
decision if needed in consultation with the respective
MC member(s).

Change of the partner’s
name, legal status,
change of hosting

MA/JTS
after written
confirmation from the

MC members from the
country of the project

organisation etc.

Upon request from the LP and after receipt of an
official letter from the partner, and, if applicable, the
legal successor/new hosting organisation.

The MA/JTS sends a notification to the respective MC
member and asks for written confirmation of the new

project duration®!

partner name/legal status/hosting organisation, etc.
After receiving the written confirmation from the
respective MC member the JTS approves the change.
Prolongation of the MA/ITS Upon request from the LP submitted at the latest

two months before the end of the implementation
phase.

The MA/JTS carries out an assessment and makes a
decision.

NOTE: The project duration may not exceed 42
months (incl. project contracting and closure phase).
It must end no later than 30.06.2014. The project
duration for the 5™ call and the extension stage
must not end later than 31.12.2014.

TABLE 10.6.a.

Overview of the procedures concerning project changes in the

BSR Programme 2007-2013

In case of approval of a change of the above-mentioned types an addendum
to the grant contract will be issued to the lead partner. All changes in the
project set-up that affect the content of the partnership agreement shall
result in an addendum to the partnership agreement (incl. annexes). ©°

At each Monitoring Committee meeting the Managing Authority/ Joint
Technical Secretariat provides information on all changes that have been
processed and approved since the previous MC meeting.

In case the project identifies a need for any other change that is not listed
above, the LP must submit the request to the MA/JTS. The request will be
processed in close consultation with the Monitoring Committee.

10.6.3. Restrictions

In general projects are allowed to make changes in the project budget,
partnership, duration or work plan. But some restrictions exist:

» At maximum one pure budget reallocation above the flexibility limit
(between work packages, budget lines and/or project partners) during
the project implementation is allowed (options b) and c¢) above).

51 See also chapter 3.2 Project duration.

62 please read chapter 2.5 Partnership agreements for detailed information.
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» It is impossible to exceed the granted ERDF/Norwegian/ENPI co-
financing.

» It is impossible to go below the minimum rate for the partner
contribution (10%-50%) neither on project nor on project partner level.
However, ENPI partners can have lower contributions if the minimum
rate is correct on project level.

» It is impossible to reallocate money from one fund to another (e.g. from
ERDF to ENPI).

» It is impossible to reallocate money from one project to another.

» It is impossible to include additional project partner if it is not related to
the substitution of a partner dropping out.

» It is impossible to ask for prolongation of the project’s implementation
phase later than two months before the end date of the implementation
phase (as indicated under Article 6.10 of the grant contract).

» Generally, it is impossible to make changes in the spending plan.
Changes in periods following the date of the request are only possible if:

= the ERDF/Norwegian/ENPI budget increases/decreases, or

= a project prolongation results in an additional reporting period.

Audit and control

Terminology

In the programming period of 2007 - 2013, the terms “audit” and “control”
(and thus auditor and controller) are not interchangeable since they have
two different meanings.

The term control refers to the check performed by the first level controller
(FLC) in compliance with Art.16 of Regulation (EC) No 1080/2006 (ERDF
Regulation) and chapter 10.2 of the Operational Programme. The duty of the
first level controllers is to validate the legality and regularity of expenditure
declared by ERDF and Norwegian partners and to verify the legality and
regularity of expenditure declared by ENPI partners.

The term audit (or second level auditing (SLA)) refers to the checks
performed in compliance with Art. 62, (1 a, b) of Council Regulation (EC) No
1083/2006 (General Regulation) and Art. 37(2) of Commission Regulation
(EC) No 951/2007. The duty of the second level auditors is to carry out the
audits on projects on the basis of an appropriate sample to verify the
expenditure declared.

The term controlled beneficiary refers to the terminology used by Art. 16
(1) of Regulation (EC) No 1080/2006. The term beneficiary addresses the
lead partner and all project partners.
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11.2.1.

The first level control system

Member States participating in the Programme as well as Norway have set
up their systems for the first level controls®®. A detailed description of the
national systems is available on the website of the Programme

There are three different first level control systems applied by Norway and
the EU Member States that participate in the BSR Programme 2007 - 2013:

» Centralised system
» Decentralised system
> Mixed system

In addition, a special first level control system is applied for verification of
ENPI expenditure in Belarus and the EU Member States.

In order to ensure the quality of the work done by the first level controllers,
general guidelines on validation of expenditure will be issued and published
on the Programme’s website. In accordance with the chapter 10.1 of the
Operational Programme the day-to-day business of the controllers will be
supported by the Joint Technical Secretariat.

Centralised system

In centralised systems a central body is appointed by the Member States or
Norway to carry out the first level controls in accordance with Art. 16 of
Regulation (EC) No 1080/2006. This body can be designated at a federal,
national, or both federal and national level.

First level controllers are civil servants working within the designated
organisation or might also be external controllers appointed for this specific
mission by the Member State.

First level controllers possess the qualifications required by the respective
participating countries and in the performance of their duties are obliged to
fulfil the requirements for the first level controls laid down in the Structural
Funds regulatory framework and in the national legal framework.

The participating countries keep a list of the first level controllers designated.
The list is available for public consultation and is regularly submitted to the
Joint Technical Secretariat® and the Audit Authority (AA). Only controllers in
the list can certify the expenditure and sign the certificate for the validation
of the expenditure required in each progress report.

The following countries participating in the Programme have decided to
implement a centralised control system: Estonia, Latvia, Poland (Marshal

53 Art. 16 of Regulation 1080/2006

54 In compliance with the provisions of chapter 10.1 of the Operational Programme (“Information shall
continuously be updated in case of any changes”). Please note that acc. to the programme, Member States
and Norway shall send information on the designated controllers to the JTS only.
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offices, Voivodes, ministries and central offices may also use internal
independent first level controllers) and Sweden.

11.2.2. Decentralised system

In decentralised systems, the controlled beneficiary is free to appoint its
controller. The controller must in all cases:

» be independent from the controlled beneficiary;
» hold the qualifications set by the Member State or Norway;

» fulfil the requirements for the first level controls laid down in the
Structural Funds regulatory framework and in the national legal
framework.

In this system it is the Member State or Norway that designates the first
level controllers in accordance with Art. 16 of Regulation (EC) No 1080/2006.
It is the Member State or Norway that monitors the performance of the first
level controllers in its territory and thus checks that the first level controllers
are acting in compliance with the Structural Funds regulatory framework
and in the national legal framework for the validation of the expenditure and
activities of the controlled beneficiary. The Member States and the JTS
established general measures to ensure the quality of the work done by the
first level controllers.

The following countries participating in the Programme have decided to
implement a decentralised control system: Denmark, Germany, Finland and
Lithuania.

11.2.3. Mixed system

In a mixed system the controlled beneficiary is free to appoint its controller
from pre-defined list of approved controllers.

The controller on the list must in all cases:
» be independent from the controlled beneficiary;
» hold the qualifications set by the Member State;

» fulfil the requirements for the first level controls laid down in the
Structural Funds regulatory framework and in the national legal
framework.

In this system the Member State holds a list of the approved controllers and
establishes a list of the first level controllers designated in accordance with
Art. 16 of Regulation (EC) No 1080/2006. The list is available for public
consultation and is regularly submitted to the Joint Technical Secretariat®®
and the Audit Authority. Only the listed controllers can validate the

65 In compliance with the provisions of chapter 10.1 of the Operational Programme (“Information shall
continuously be updated in case of any changes”). Please note that acc. to the Programme, MS and Norway
shall send information on the designated controllers to the JTS only.
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expenditure and sign the certificate for the validation of the expenditure and
activities of the controlled beneficiary.

The following Member States participating in the Programme have decided
to implement a mixed control system and provide a list of designated
controllers: Norway.

First level control system for ENPI expenditure

All ENPI expenditure reported to the Joint Technical Secretariat of the Baltic
Sea Region Programme 2007-2013 are subject to verification by the auditor
(equivalent to first level controller used for ERDF/Norwegian funds
validation). This applies both for Belarusian project partners and EU project
partners receiving ENPI co-financing.

The auditor verifying the expenditure co-financed from the ENPI funds is
contracted by the lead beneficiary or by the respective beneficiary and shall
be confirmed by the Managing Authority.

The auditor shall be an approved auditor who meets at least one of the
following conditions:

e The Auditor and/or the firm are a member of a national accounting or
auditing body or institution which in turn is member of the International
Federation of Accountants (IFAC).

e The Auditor and/or the firm are a member of a national accounting or
auditing body or institution. Although this organisation is not member of the
IFAC, the Auditor commits him/herself to undertake this engagement in
accordance with the IFAC standards and ethics.

e The Auditor and/or the firm is registered as a statutory auditor in the
public register of a public oversight body in an EU member state in
accordance with the principles of public oversight set out in Directive
2006/43/EC of the European Parliament and of the Council (this applies to
auditors and audit firms based in an EU member state)®®.

e The Auditor and/or the firm are registered as a statutory auditor in the
public register of a public oversight body in a third country and this register
is subject to principles of public oversight as set out in the legislation of the
country concerned (this applies to auditors and audit firms based in a third
country).

e In accordance with Art. 39 of the Commission Regulation (EC) No
951/2007 verification of ENPI funds, spent by controlled beneficiaries located
in one of the eligible areas of the Member States participating in the
Programme, may also be performed by the controllers designated by the
Member States in accordance with Article 16(1) of the ERDF Regulation.

5 Directive 2006/43 of the European Parliament and of the Council of 17 May 2006 on statutory audits of
annual accounts and consolidated accounts, amending Council Directives 78/660/EEC and 83/349/EEC
and repealing Council Directive 84/253 EEC.



Baltic Sea Region Programme Manual

11.3.

The auditor responsible for the verification of expenditure of the particular
project partner shall be qualified and entitled to perform the controls
including on-the-spot checks in all locations of the controlled beneficiary
receiving ENPI co-financing, and where the activities of the particular project
partner take place.

The auditor must in all cases:
» be independent from the controlled beneficiary;
» be qualified in applying the rules of the regulatory framework of ENPI.

The auditor shall be entitled to perform the controls and on-the-spot checks
in all locations of the beneficiaries receiving ENPI co-financing, and where
activities of the particular project take place. In accordance with Art. 39 of
Commission Regulation (EC) No 951/2007 verification of ENPI funds spent
by controlled beneficiaries located in one of the eligible areas of the Member
States participating in the Programme may also be performed by the
controllers designated by the Member States in accordance with Article 16(1)
of the ERDF Regulation. Nevertheless, Programme provisions set for
verification of ENPI expenditure have to be respected.

Designation of the first level controller

The progress report is only admissible if it was verified/validated by a
designated first level controller.

In the centralised first level control system the Member States have already
designated the first level controllers and submitted the description with the
detailed specification to the Joint Technical Secretariat (JTS) / Managing
Authority (MA) of the Baltic Sea Region Programme 2007-2013. Thus no
further designation of the first level controller in the centralised system is
needed.

In the decentralised or mixed first level control systems the individual
designation of a first level controller by the responsible body in the given
Member State or Norway is needed. lead partners (LPs) and project partners
(PPs) from those countries have to propose their controllers to the
respective designation body before the first expenditure is validated and the
progress report submitted to the JTS.

lead partners or project partners receiving ENPI co-financing have to submit
their proposals for the controller to the MA/JTS:

Baltic Sea Programme

Joint Technical Secretariat
Investitionsbank Schleswig-Holstein
GrubenstraBBe 20

18055 Rostock

Germany

Any FLC who was accepted by the designation body or, in case of ENPI, the
MA/JTS will get an official designation certificate.
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In the decentralised and mixed systems as well as for the LPs and PPs
receiving ENPI funds the designation process of controllers is organised as
follows:

1. Each LP/PP and its first level controller fill ————* LP/PP }-T-{ FLC |

in and sign the first level controller(s) .
specification for the designation of the specification
first level controllers (the form is available !
on eUbaItlcnet) I Submission to J
2. Each LP/PP submits the first Ilevel th”f,f,ig:atio" i
controller(s) specification to the -5___,,1»--‘_‘
designation body of the Member State or FLC assessment
Norway. LPs/PPs receiving ENPI funds Py desgation

have to submit the first level controller(s)
specification to the JTS. For the contact
address of the designation body please

FLC
designation

Rejection

3. The relevant designation body or MA/JTS
(ENPI) checks the information provided by Designation
the project partner and his first level certificate
controller in the designation checklist and
evaluates whether the proposed FLC is
sufficiently independent and qualified to
carry out the FLC of the LP/PP and the
project in the Baltic Sea Region
Programme 2007-2013. During the
assessing process of the proposed
controller the designation body / MA/JTS
(ENPI) may ask for further
clarification/documentation proving the
required qualification.

Yes

4. The designation body / MA/JTS (ENPI)
sends the decision (approval, rejection) on
the FLC in the form of an designation
certificate (see the Programme website for
an example) to the respective LP/PP.

5. In case of approval, the PPs submit the - —
designation certificates to the LP of the Designation Designation
project. In case the designation body / b L
MA/JTS rejects the proposed FLC the

respective LP/PP has to select a new FLC
and start the designation procedure again

. ITS/MA
from point 1. With the 1st PR

6. For each progress report the LP has to
check that the first level controller’s
confirmation (part of the progress report
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and partner report template) is submitted
by each PP reporting its expenditure and
that it is signed by the project partner’s
FLC who is officially authorised by the
designation certificate or in case of
centralised systems by the respective
designated FLC.

7. In addition the LP is requested to attach
to the first progress report that will be
submitted to the Joint Technical
Secretariat:

» Copy of the first level controller
confirmation of each project partner’s
progress report

» Copy of the designation certificate of
all project partners from countries with
a decentralised or mixed first level
control system.

8. In case the FLC changes, the whole
designation procedure from the point 1
has to be followed for all controllers that
are not certified by the designation body.

The certificate issued by the designation body for the particular first level
controller is valid for the whole programming period. It has to stay with the
FLC, who has to present it to any interested institution. However, the
designation procedure cannot be initiated by a first level controller, but only
by a project partner of an approved project of the Baltic Sea Region
Programme.

For more details and applicable templates, please refer to the designation
body of the respective Member State or Norway. project partners with ENPI

Qualifications and independence of the first level
controllers
The first level controller validates both expenditure and activities.

This implies that he/she should be competent in different fields related to
finance and project management®’, in particular:

» in international and national accounting standards and accountancy in
general;

57 The profile of the first level controller reveals an increased complexity if compared with the profile
requested for the past programming period.
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» in applying the regulatory framework of the Structural Funds and ENPI,
of the national legislation and of Programme rules;

» in project management in order to be able to compare the realised
activities presented in the progress report with those planned in the
latest version of the project data form®s;

» appropriate knowledge of English language in order to understand
Programme documents and requirements.

The first level controllers must be absolutely independent from the
organisation. Independency must be ensured in the terms of reference
indicated by the European Commission®.

The first level controller has to maintain close contact with the Joint
Technical Secretariat and ask for assistance whenever there are doubts
linked to the above points.

Special requirements on qualification of the first level controllers are

Validation/verification of the expenditure and activities
by the first level controllers

Irrespective of which control system is applicable, it is the duty of the first
level controller to validate the expenditure declared by each beneficiary
participating in the project and its activities prior to submitting the payment
request (which is part of the progress report) to the JTS.

The validation/verification by the first level controller follows a two-step
approach:

1. validation/verification of expenditure and activities declared by the
project and lead partner in individual progress reports (validation at
partner level);

2. validation of the entire expenditure and activities declared by the project
in the respective project progress report (validation at project level).

The detailed procedure for the validation of the expenditure is provided in
the next chapters.

Each project progress report to be submitted by the lead partner is made up
of two parts: the activity part and the financial part (see also chapter 0.1.1).
Both parts have to be validated in its contents by the first level controller
of the lead partner.

%8 please note! In case of deviations or unclarity the FLC should consult the JTS.
% European Commission recommendation on statutory auditors’ independence in the EU: a set of

fundamental principles according to 2002/590/EC; International standard on quality control N°1 (IFAC);
Code of ethics of the INTOSAI, Auditing standards Chapter II-2.2.Standards with Ethical significance.
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11.5.1. Validation/verification at partner level

In each country the first level controller of project partners and the lead
partner must validate/verify all expenditure and activities.

First level controllers of ERDF and Norwegian partners must be chosen
according to the provision set by the Member States and Norway where the
project partner/lead partner is located and must perform their controls on
the basis of the first level controlling system established in the Member
States and Norway.

First level controllers of ENPI partners must be chosen according to the
provisions of chapters 11.2 and 11.3. of this Programme Manual. They shall
verify ENPI expenditure in accordance with applicable standards and ethics
of the International Federation of Accountants (IFAC), in particular:

B in accordance with the International Standard on Related Services
(‘ISRS’) 4400 Engagements to perform Agreed-upon Procedures
regarding Financial Information as promulgated by the IFAC;

» in compliance with the Code of Ethics for Professional Accountants
issued by the IFAC. Although ISRS 4400 provides that independence is
not a requirement for engagements, the Programme requires that the
first level controller also complies with the independence requirements
of the Code of Ethics for Professional Accountants.

All first level controllers at the project partner level are required to:

> validate the expenditure incurred and paid by the controlled project
partner;

» validate the contents of both the activity and financial component of the
project partner report;

» draft a report/checklist on the control performed;”®
# sign the first level control confirmation;

» submit the confirmation to the lead partner together with the progress
report and a detailed list of all the expenditure incurred and paid at
project partner level (cost itemisation list in English)”?.

In addition the first level controller of the lead partner has to check that the
partnership agreement and, if applicable, an addendum to the partnership
agreement has been signed and all minimum requirements are met.

The confirmations of the first level controllers of the project partners have to
be submitted to the Joint Technical Secretariat together with the first
progress report of the project. The first level controller of the lead partner
should document methodology and outcome of the controls in an internal
control report.

7 Templates are provided on the Programme website eu.baltic.net
! These documents are part of the Partner progress report. A template is available in the management
toolkit on the Programme website eu.baltic.net.
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Projects should take into consideration possible cost of the first level
controls when planning the project budget.

Costs of the lead partners or project partners deriving from the verification
of ERDF/Norwegian/ENPI expenditure as stipulated above may be reported
as part of the projects’ eligible ERDF/Norwegian/ENPI expenditure.

Costs deriving from the validation of ENPI expenditure carried out by first
level controllers from EU Member States may be reported as part of the
projects’ eligible ENPI expenditure only if any risk of double payment is
excluded.

It depends on the country, if project partners or the lead partner have to
pay their first level controller (FLC) for validation/verification of their costs.
The following table summarises this issue:

BY |DE| DK | EE | FI | LT | LV |NO | PL | SE

Project partner| Yes|Yes| Yes| No | Yes |Yes | No | Yes | No | No
has to pay FLC

However, project partners should check with their responsible national
authorities, if further requirements apply. For example, the costs of the
internal independent controls in Poland are not eligible and cannot be
reported in the framework of the BSR Programme project.

Validation at project level

In addition to the validation/verification of activities and expenditure
incurred and paid by the lead partner the first level controller of the LP has
to validate the progress report of the entire project.

When the lead partner receives the declaration of validation/verification of
the expenditure provided by the first level controllers of the project partners
(incl. control report/checklist referred to in the previous chapter), the lead
partner submits these documents to its first level controller. He/she will then
compile all validated/verified expenditure and activities in the progress
report of the project.

The lead partner has to submit to the Joint Technical Secretariat:
» the overall project progress report;

» the declaration of the LP first level controller on the validation of the
entire expenditure and activities at project level (included in the
progress report template);

» for in depth checks, for the first report and/or for the final report the JTS
might request any other documents (see chapter 10.4.5).
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11.5.3. Standard tools for validation/verification

The Member States in cooperation with the Joint Technical Secretariat have
developed tools for the validation/verification of the expenditure by the first
level controllers. The JTS might request these tools for validation/verification:

» check list for the first level control;
» report of the first level control;

> list of documents to be provided by the first level controller which are
recalled in the declaration of the validation/verification of the
expenditure and activities;

» text for the declaration of the validation/verification of the expenditure
and activities (included in the partner and project progress report
templates);

Templates for these documents can be downloaded from the Programme
website.

These documents cannot be modified in their standard parts.

11.6. Audit Authority and Group of Auditors

In the programming period 2007-2013 new auditing bodies have been
introduced in the management and control system of the Structural Fund
programmes: the Audit Authority (AA) and the Group of Auditors (GoA).

Ministry of Science, Economic Affairs and Transport of the State of
Schleswig-Holstein has been nominated as Audit Authority of the Baltic Sea
Region Programme.

In compliance with Art. 62 of Council Regulation (EC) No 1083/2006, the
Audit Authority is responsible for:

» ensuring the effective functioning of the management and control
system in the Programme, by performing audits on the MA, CA, JTS and
on the first level controllers;

» ensuring that audits are carried out on the operations on the basis of a
sample, in order to verify the expenditure that has been declared.

In these tasks, the Audit Authority is supported by the Group of Auditors, a
group comprising a representative of each Member State participating in the
Programme and Norway and carrying out the duties of the second level
auditing’?. The auditors must be independent from the first level control
system implemented in compliance with Art. 16 of Regulation (EC) No
1080/20067.

Regarding the ENPI funding, a representative of Belarus as well as an
external auditor contracted by the Managing Authority carrying out duties of

72 Art. 14 (2) Regulation 1080/2006
73 Art. 14 (2) Regulation 1080/2006
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the second level auditing for ENPI expenditure under the responsibility of
the Audit Authority, act as observers in the Group of Auditors. The auditors
shall be independent of the first level control systems.

Second level auditing

The provisions of Art. 62 of Council Regulation (EC) No 1083/2006 and Art.
37(2) of Commission Regulation (EC) No 951/2007 imply that projects
might undergo a second level auditing in case they are selected in a sample.

In case a project is sampled, it will be checked both at lead partner and
project partner level by the national competent auditors (second level
auditors) that are members of the Group of Auditors, and in case of ENPI
funding, by an external auditor.

The national auditor of the country where the lead partner is located (lead
auditor) will be in charge of leading the audit and organising the schedule of
the audits at project partner level: each national auditor will be responsible
for auditing the partners located in his/her territory, unless agreed
differently by the Group of Auditors.

The audit starts when the lead auditor launches the audit and informs the
lead partner about the aim and schedule of the checks. The national
auditors involved will get in contact with the project partners and schedule
audits accordingly. The audit implies both desk checks and on-the-spot
checks.

It is the duty of the lead partner and of all the project partners involved in
the sampled project to facilitate the audit activities and to provide requested
documentation and accesses to locations and premises.

The auditors check:
» Compliance of the implementation with the approved project;

» Compliance with rules of the regulatory framework of the Structural
Funds, of the national legislation and of Programme rules;

» Soundness of the management and control system implemented at
project level;

» Soundness of the first level controls performed.

After finalising the desk checks and on-the-spot checks each audited project
partner will receive a report from its national auditor and will have a limited
period of time to debate the auditors’ findings. This procedure is named “the
contradictory procedure”. Its length might vary in time according to the
rules set by the Group of Auditors.

Comments from the audited project partner will be reported in the auditors’
reports. Once all the contradictory procedures have been closed, the lead
auditor will compile the lead auditor report and inform the Audit Authority,
the Group of Auditors and the Joint Technical Secretariat/ Managing
Authority about the outcomes and suggest follow-up actions, if needed.
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12.1.

JTS/MA will address the Monitoring Committee (MC) of the Programme for
the approval of necessary follow-up actions. The follow-up actions approved
by the MC will be implemented by the JTS/MA.

The Joint Technical Secretariat/ Managing Authority will relate directly to the
lead partner in the follow-up process and also channel the proper data to
the Certifying Authority. The lead partner remains at all stages the
counterpart of the JTS/MA in case of any recovery of funds.

Costs incurred during the second level auditing by the lead partner and
project partners might be reported to the JTS and considered eligible for
funding, within the thresholds set by the budget of the project and if
complying with the eligibility rules set in this Programme Manual chapter 5.1
Budget lines.

Other controls

Other checks might also be performed on the project by other auditing
bodies of the European Union and other auditing bodies of the participating
EU Member States or Norway or other national public auditing bodies. The
Joint Technical Secretariat, the Managing Authority, the Certifying Authority
and the Audit Authority are also entitled to perform checks at project level
to ensure that a sound management and control system has been
implemented, should it be needed.

Payment of grants

In general, the reimbursement principle is applied. This means that the
Programme co-financing will be paid only after the project’s request for
payment has been approved by the Joint Technical Secretariat. However,
ENPI partners are entitled to receive an advance payment after the grant
contract has been signed.

The following chapters outline the main principles and requirements related
to the payment procedure of the ERDF, Norwegian and ENPI co-financing.

General rules for payment of ERDF, ENPI and Norwegian
co-financing

As described in chapter 10.3.4 Setting up a project accounting system, the
LP has to submit a progress report to the Joint Technical Secretariat (JTS)
which gives an account of the spending on the three sources of financing for
the reporting period.

After the JTS has checked the progress report and the lead partner clarified
the Secretariat’'s questions satisfactorily, the JTS informs the Certifying
Authority that the payment request is approved and that payments can be
affected in accordance with the grant contract.
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The requested ERDF, Norwegian and ENPI co-financing in EUR will be
directly transferred to the account/accounts indicated by the lead partner.

The lead partner is informed about the payment by means of a payment
notification letter, which is e-mailed in advance. According to the previous
experience, the payment arrives on the project account in one to two weeks.
The lead partner is then responsible for internal allocation or further
disbursement of grants to the project partners.

The lead partner should ensure that ERDF, Norwegian or ENPI co-financing
to all eligible costs, which have been paid by the project partners, is
forwarded to them as quickly as possible. No amount shall be deducted or
withheld and no specific charge or other charge with equivalent effect shall
be levied that would reduce these amounts for the project partners. Only in
the case a special cost sharing system is applied (see chapter 5.5 Sharing of
project costs) the lead partner can deduct the cost shares from each
partner’s payment claim according to the cost sharing agreement.

Programme

Submits validated Effects payment to
project progress report the lead partner

lead partner

Submit validated Effects payments to
partner progress reports the project partners

project partners

The Joint Technical Secretariat and the Certifying Authority will ensure
checking and payment of the progress report in a reasonable time. However,
the lead partner and the project partners should be aware that there may be
a couple of months between the finalisation of a reporting period and the
arrival of funds on the lead partner’s account. This fact should be considered
in the project’s liquidity planning.

Specific rules for payment of ENPI co-financing

After signature of the grant contract the advance payment of the ENPI co-
financing will be paid to the lead partner. It is strongly recommended that
the lead partner applies the advance payment scheme to all activities of the
ENPI partners. The lead partner should ensure transfer of advance
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payments to the respective project partners in reasonable time, if not
specified otherwise in the partnership agreement.

The lead partner receives an advance payment after submission of both the
signed grant contract and the signed request for advance payment form.
The advance payment amounts to:

> 40% of the total ENPI co-financing as indicated in the approved project
data form for projects whose implementation phase lasts less than or
equal to 24 months,

> 25% of the total ENPI co-financing as indicated in the approved project
data form for projects whose implementation phase lasts more than 24
months.

The request for advance payment has to be sent 30 days after signature of
the grant contract, at the latest. However ENPI co-financing can only be
transferred to the project if the Belarusian project partners passed the
national Belarusian approval procedure.

The timeframe for reporting of actual costs and further interim payments
are harmonised with the scheme applied to ERDF and Norwegian co-
financing. Therefore expenditure of project partners which may receive ENPI
co-financing have to be verified by an approved first level controller and
included in the progress reports.

The first interim payment is made after the Joint Technical Secretariat (JTS)
has received and approved the first progress report. With this interim
payment the ENPI co-financing to the real audited and eligible costs is
refunded.

All further interim payments are done likewise until the total advance and
interim payments amount to 80% of the planned ENPI co-financing.

After the third report the JTS evaluates the spending situation of the project.
In case of significant under-spending and if the JTS has serious doubts that
the project will not spend the total ENPI co-financing, the JTS is entitled to
lower the limit of 80% mentioned in the paragraph above.

After receipt and approval of the final report, the final balance will be
calculated.

In case the total advance and interim payments made to the project exceed
the ENPI co-financing to the total eligible costs of the ENPI partners, the
lead partner will have to balance the difference. The lead partner has to
ensure that repayment is done within one month following the date of the
recovery order. The due date will be stated explicitly in the order.

Interest accrued

Any interest or equivalent benefits earned on the advance payment to the
lead partner must be indicated in the progress reports and is deducted from
further interim and final payments.
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12.3. Specific rules for payment of ERDF and Norwegian co-
financing

No advance payments
No advance payment of ERDF and Norwegian national co-financing is made.

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 project data form.

Withhold of ERDF co-financing

The final payment amounting to 5% of the ERDF allocation to the
Programme will only be transferred to the Programme after the final
certified statement of expenditure actually paid, the Final Programme
Implementation Report, and the closure declaration of the Audit Authority
were approved by the Commission’*.

As a result, part of the project’s approved ERDF budget might be transferred
to the lead partner only after the Programme received the payment of final
balance.

If the European Commission withholds the final 5% of the ERDF allocation to
the Programme, the Joint Technical Secretariat will inform all projects
concerned immediately.

13. Procedure for de-commitment of funds for projects with
substantial delay

If the European Commission de-commits Programme funds as a result of the
"n+3/ n+2 rule” (see chapter 5.3. De-commitment of ERDF co-financing
(n+3/n+2-rule)) and if the de-commitment cannot be covered by remaining
funds left of closed projects, the ERDF co-financing of on-going projects
must be reduced. In order to avoid future de-commitment of Programme
funds, the Monitoring Committee might also decide to cut the unused funds
of significantly delayed projects and to allocate them to new projects.

The following paragraphs shortly describe when and how the funds of
significantly delayed projects will be reduced.

13.1. Legal basis and operational area

The grant contract obliges approved projects to follow a pre-defined
spending schedule which has been set out in the project data form. It
further stipulates that the Programme bodies of the Baltic Sea Region

74 Articles 79(1) and 89(1) of Regulation 1083/2006
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13.2.

13.3.

Programme have the right to deduct project funds that were not spent in
time.

The experience of the BSR INTERREG III B NP shows that project spending
is delayed during the first months and that an under-spending rate of 10%
can be accepted from the perspective of sound financial management.

Therefore, only projects whose implementation phase is half-finished and
which present an under-spending rate of more than 10% shall be subject to
de-commitment of project funds. If Programme de-commitment cannot be
covered by cutting the projects selected in accordance with the above
conditions, the JTS might lower the 10% threshold to include more projects.
This might also happen if the impact of the cuts on individual projects
should be minimised.

Projects should be aware that in case of an over-spending rate above 10%,
the Programme may temporarily not have enough funds to fully reimburse
project expenditures. This might happen because the Programme plans with
the project spending targets and can only secure liquidity for those spending
targets that are given in the project data form.

Calculation of de-commitment

The reference period for the calculation of the project funds to be withheld
starts with the project’s first reporting period and ends with the most recent
reporting period of the year, which is affected by the de-commitment.

1. For the reference period, the difference between the project’'s target
(sum of planned payment requests (ERDF only)) and actual performance
(sum of eligible payment requests and payments (ERDF only)) - both
cumulated until the end of the latest reporting period - is calculated (in
% and EUR).

Example:

Cumulated target (ERDF, periods 1 to 3): 500,000 EUR
Cumulated payments (ERDF, periods 1 to 3): | 300,000 EUR
Under-spending (ERDF): 200,000 EUR or 40%

2. The amount in excess of the 10% threshold (referred to in chapter 13.1.
Legal basis and operational area) is the maximum amount to be de-
committed from the project’s ERDF funding:

Example:
40% - 10% = 30%
30% of 500,000 EUR = 150,000 EUR maximum ERDF reduction

Decision on de-commitment
After official information is provided from the Commission about the amount

to be de-committed from Programme funds of year n or after official request
from the Monitoring Committee to reduce the ERDF and Norwegian co-
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13.4.

financing for significantly delayed projects, the JTS calculates the amount to
be de-committed from project funds and assesses the cases for which this
de-commitment procedure may be suspended if the following conditions are
fulfilled simultaneously:

1. In case of delays in centralised first level controls:

* The lead partner has presented to the Joint Technical Secretariat
(JTS) evidence that all partners have submitted their documents to
the centralised first level controllers in due time.

* For the reporting periods not affected by delays in first level control,
the project does not fulfil the conditions set out in chapter 13.1.
Legal basis and operational area; and

* The JTS has examined the case and supports suspension of the
procedure.

The procedure is suspended until the lead partner submits an audited
progress report to JTS. If the project does not fulfil the second condition
above the de-commitment procedure applies to all reporting periods not
affected by delays in centralised first level control.

2. In case the project is subject to second level auditing according to
Art. 62 of Council Regulation (EC) No 1083/2006 or because of
irregularities:

* Activities were stopped during the second level auditing by the
responsible Programme authorities; and

® For the reporting periods not affected by the stop of activities, the
conditions set out in chapter 13.1. Legal basis and operational area
are not fulfilled; and

* The JTS has examined the case and supports suspension of the
procedure.

The procedure is suspended until the second level audits have been finalised
and the lead partner has submitted an audited progress report to JTS. If the
project does not fulfil condition b), the de-commitment procedure applies to
all reporting periods not affected by the stop of activities.

Following the JTS assessment, the Monitoring Committee decides on
approval of all budget reductions and exemptions from this de-commitment
procedure.

Implementation of the de-commitment of project’s ERDF
funds

After the Monitoring Committee’s decision, the project must lower the ERDF
co-financing of the past reporting periods, starting with the first period.
After reduction, the budget allocated to each reporting period must not be
lower than the amount of ERDF actually paid in that reporting period.
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Example:

De-commitment: ERDF co-financing reduced by 150,000 EUR

Original budget Real payments budget Difference
allocation (ERDF) (ERDF) allocation (ERDF)
Period 1 100,000 EUR 50,000 EUR 50,000 EUR (-50,000 EUR)
Period 2 200,000 EUR 100,000 EUR 100,000 EUR  (-100,000 EUR)
Period 3 200,000 EUR 150,000 EUR 200,000 EUR (*/- 0 EUR)
Period 4 100,000 EUR 0 EUR 100,000 EUR (*/- 0 EUR)
Period 5 100,000 EUR 0 EUR 100,000 EUR (*/- 0 EUR)
Period 6 100,000 EUR 0 EUR 100,000 EUR (*/- 0 EUR)
TOTAL 800,000 EUR 300,000 EUR 650,000 EUR  (-150,000 EUR)
TABLE 13.4.a. example de-commitment calculation
14. Irregular use of the granted funds and follow up actions

15.

In case the first level controllers or the second level auditors find a case
where there has been an irregular use of granted funds, this might imply
follow-up actions such as: withdrawal or reduction of the subsidy, recovery
of granted funds.

In these cases, the procedures listed in Articles 27 - 36 of the Commission
Regulation (EC) No 1828/2006 will be applied regarding the ERDF and
Norwegian funds.

The procedures listed in Article 27 of the Commission Regulation (EC) No
951/2007 will be applied regarding the ENPI funds.

Recovery of the ERDF and Norwegian funding will be done in accordance
with provisions laid down in chapters 10.3, 10.4 and 10.5 of the Operational
Programme.

Closing of the project

Closure date

The grant contract between the Managing Authority and the lead partner
lays down the duration of the project (i.e. the contracting phase, the
implementation phase and the closure phase). The implementation of main
stage projects must end no later than 31 March 2014, respectively the
duration must end no later than 30.06.2014. For 5% call and extension stage
projects the implementation must end no later than 30 September 2014,
respectively the duration must end no later than 31 December 2014.
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Durability and ownership of the project outputs

The ownership of any outputs and results produced during the project
implementation must remain with the lead partner or project partners for at
least five years after the project end date.

Any substantial modification of the project within five years after the project
closure date must be avoided’®. More in detail, the project must not undergo
any substantial change:

» affecting its nature or its implementation conditions or giving to a firm
or a public body an undue advantage; and

» resulting either from a change in the nature of ownership of an item of
infrastructure or the cessation of a productive activity.

The partnership agreement must clearly state the ownership of outputs.
Conditions set by this, must be kept for five years after the project closure
date. All related documents should be kept and be available till
31.12.2025.(see below, Availability of documents and accounting records)
Should any of the above conditions not be met by any of the project
partners, the Joint Technical Secretariat must be informed without delay.
This might imply a recovery of funds unduly paid’®.

For revenues earned within five years after the project closure, please refer
to chapter 5.2.8 Treatment of cash in-flows (incl. revenues).

Availability of documents and accounting records

All accounting and supporting documents (e.g. grant contract, project data
form, service contracts, public procurement documentation, rental
agreements / contracts, important communication with project partners/
Joint Technical Secretariat / Managing Authority / Certifying Authority etc.),
documents related to the expenditure, controls and audits, and documents
required to ensure an adequate audit trail have to be identified and must be
accessible.

These documents must be grouped together, archived and kept in the lead
partner premises until 31.12.2025. The accounting and supporting
documents related to the project partners must be kept at the project
partners’ premises for an equal period of time. The documents can be kept
either in the form of originals or in versions to be in conformity with the
original on commonly accepted data carriers’”’. The procedure for the
certification of the conformity of these documents held on data carriers with
the original documents must be in line with the provisions set by the
national authorities and shall ensure that the versions held comply with the
national legal requirements and can be relied on for audit and control
purposes.

75 Council Regulation (EC) No 1083/2006 Article 57 (1)
76 Council Regulation (EC) No 1083/2006, Articles 98 to 102.
”7 As defined in Commission Regulation (EC) No 1828/2006 Article 19(4).
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In case of retaining the documents electronically, internationally accepted
security standards must be met’8.

Representatives of the Managing Authority, Joint Technical Secretariat,
Certifying Authority, Audit Authority, Group of Auditors, intermediate bodies,
auditing bodies of the Member States, authorised officials of the Community
and their authorised representatives, European Commission and the
European Court of Auditors ’° are entitled to examine the project, all
relevant documentation and accounts of the project also after its closure.

78 Commission Regulation (EC) No 1828/2006 Article 19(6).
7 Commission Regulation (EC) No 1828/2006 Article 19(2).
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Annex 1: List of abbreviations used in the Programme

AA
AF
BL
CA
EIA
ENPI
ERDF
FAQ
FLC
GoA
IPC
1B
JTS

LP
MA
MC
MS
NSC
opP
PD
PF
PIF
PM
PP
PPP
PR
PRAG

SLA
WP

Audit Authority

application form

budget line

Certifying Authority

environmental impact assessment
European Neighbourhood and Partnership Instrument
European Regional Development Fund
frequently asked questions

first level controller

Group of Auditors

individual project consultations
Investitionsbank Schleswig-Holstein
Joint Technical Secretariat

lead applicant

lead partner

Managing Authority

Monitoring Committee

Member States

national sub-committee

Operational Programme

partner declaration

project data form

project idea form

Programme Manual

project partners

Public private partnership

progress report

Practical Guide for contracting procedures of projects financed
from the General Budget of the European Communities in the
context of external actions

second level auditing

work package
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Annex 2: Country codes

AL Albania

AT Austria

AX Aland Islands
BA Bosnia and Herzegovina
BE Belgium

BG Bulgaria

BY Belarus

CH Switzerland

CcY Cyprus

Ccz Czech Republic
DE Germany

DK Denmark

EE Estonia

ES Spain

FI Finland

FO Faroe Islands
FR France

GB United Kingdom
GI Gibraltar

GL Greenland

GR Greece

HR Croatia

HU Hungary

IE Ireland

IS Iceland

IT Italy

LT Lithuania

LU Luxembourg
LV Latvia

MD Moldova

ME Montenegro
MK Macedonia, the former Yugoslav Republic of
MT Malta

NL Netherlands
NO Norway

PL Poland

PT Portugal

RO Romania

RS Serbia

RU Russian Federation
SE Sweden

SI Slovenia

SK Slovakia

TR Turkey

UA Ukraine
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Annex 3: Examples of indicators at project level for each Priority

In order to illustrate the system of indicators as described in chapter 6.6 of
the Operational Programme, examples of indicators at the project level are
given in tables 1-4, separate for each priority. The projects are however
encouraged to define and use their own indicators, better suited for their

utilisation of innovation

utilisation of innovations by
high school pupils in the
project area

proposed/put forward by high school pupils as a result
of participation in the project activities.

specific project’s goals. Please remember that targets given in the tables
below are just examples to illustrate quantification of indicators.
SPECIFIC | Example of a project Examples of a result indicator at the project level | Exemplary
RESULTS result target
at the end of the
project
5 Strengthened network of Number of SMEs in each of the project countries taking | 5
] S R&D organisations and part of the network events
c 9 SMEs in the field of
g < biomechanics in the ject
€= projec
é 3 area
3 3 Functioning transnational Number of contacts between contracting companies 30
es network of “Supplier and supplier SMEs established by Supplier Innovation
2 E Innovation Centres” Centres
Lo established in the project Number of contracts between contracting companies 5
© & area and supplier SMEs influenced by Supplier Innovation
o P Centres
€9 Increased transnational Number of entrepreneurs and SME employers taking 20
g 3 research activity of SME part in transnational research and development
g 2 employers in different fields | projects carried out by the R&D organisations
S8 of energy techniques in the participating in the project
oc project area Increased amount of transnational research or 50 %
po % development projects in the participating R&D
HhEn organisations designed in co-operation with SMEs
5| Improved transnational Number of permanent internships for foreigners 6
= 5| transfer of technology and established in the organisations involved in the project
S w > knowledge in different fields | during the project lifetime
° = ° _8“ of production in the project Amount of satisfied participants in trainings for 90%
32 c @9 area knowledge transfer organised by project partners. (A
Cwnwwnc . P " )
accs questionnaire is used in order to find out whether the
E 559 participants were satisfied on the event.)
Improved information for Increased number of elderly people involved directly in | 30%
elderly people on how to project activities knowing how to use the new
= use new innovations innovations explained by the project
© (Knowledge is measured by a questionnaire that is
S answered first in the beginning of project activities
s (like training or seminar), and later some time after
?:‘3 project activity took place)
()
o Increased creativity in the Number of new (new in the organisation) technical 1
L public institutions in the solutions taken into use in each of the involved
a2 project area in utilising new | organisations as a result of participation in the project
o technical solutions for public | activities
o relations and services
a
2 Increased generation and Number of new solutions/innovative ideas 15
8
C
()
o
©
(o)
[ .
0

TABLE 15.1.a.
results

Examples of indicators at the project level for Priority 1 specific




Baltic Sea

Region Programme Manual

SPECIFIC Example of a project Examples of a result indicator at the project level Exemplary
RESULTS result ttat;getd -
Zrojeiten orme
Investments prepared Number of port access sites in the project area covered 2
for a better access to with preparatory investment plans
the port/intermodal
> node in the project area
% Bigger number of Baltic | Increase rate of the Baltic Sea ports covered by the 20%
© Sea ports covered by Motorway of the Sea schemes in effect of project
L the Motorway of the activities
o Sea schemes
% Better pre-requisites for | Number of ICT bottlenecks in the project area covered 5
T w investments with preparatory investment plans
Q-g diminishing ICT
B bottlenecks in the
° © project area
B Better capacity of the Increase rate in the capacity of the targeted intermodal 25%
88 intermodal nodes in the | node(s) after project intervention (method used to
8z project area measure the capacity before and after the project
5 ® intervention should be explained by the project, e.g.
o *g number of units of different transport modes using the
© & junction before and after, amount of cargo carried before
g S and after, number of passengers using the node etc.)
£ 5 Better interoperability Increase rate in the interoperability of the targeted 25%
2 1= of the targeted intermodal node(s) after project intervention (method
‘@’ g intermodal node in the used to measure the interoperability before and after the
o= project area project intervention should be explained by the project,
y o e.g. number of transport modes in use in the node
g0 before and after).
" Improved access to the | Number of population within reach of the new transport 23,000 inh.
3 case study sites in the tested in the project
© project area by means Size of the area made more accessible by means of the 20,000 km=
S of the developed new transport tested in the project
g transport solution Area covered by the tested new transport in comparison | 3q9,
= to the total area of low accessibility regions covered by
‘c‘n% the project activities
LG Improved access to the | Number of population within reach of the new ICT 23,000 inh.
£33 case study sites in the solution tested in the project
S § project area by means Size of the area made more accessible by means of the 20,000 km=
oz of the developed ICT new ICT solution tested in the project
3 ke} solution Area covered by the tested ICT solution in comparison to | 340,
8@ the total area of low accessibility regions covered by the
0 2 project activities
S Increased awareness Rate of relevant policy-makers aware of needs for 75%
k=) among relevant policy- changes in policies, strategies and regulations as
- 2 makers in the regions identified by the project
o9 g IL—) covered by the project Rate of relevant policy-makers expressing a will to take 10%
= B activities steps leading to specific changes in legislation in effect of
g2 the project
3 9 g S Influenced policy Number of policy documents or regulations provided with | 2
2o O documents affecting proposals for concrete changes in effect of the project
g % % @ transport development
"HE E gg in the project area
% Q Increased role of Number of sites in the project area covered by transport | 4
=3 sustainable transport in | plans including sustainable transport solutions
§ % %’ transport plans and Increase rate of plans containing sustainable transport 10%
© > a implementation solutions to the overall number of transport plans in the
5 @ s routines the project project area
S5 S area
TABLE 15.1.b. Examples of indicators at the project level for Priority 2 specific

results
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Improved institutional capacity in dealing with
hazards and risks at onshore and offshore areas

coastal regions involved
in the project for
combating the effects of
climate change

developed adaptation strategies aimed at minimising
different impacts of the climate change that were
developed/tested within the project

SPECIFIC | Example of a project Example of a result indicator at the project level Target
RESULTS result at the end of the
project
Better management of Area of Baltic Sea catchment covered by water district 10%
> water resources in cities plans introducing more efficient methods or technologies | °° ,
s 9 involved in the project for water treatment tested within the project lifetime 170,000km
S % through pilot introduction
S % = of more efficient waste Number of water management regions/districts covered 5
e water treatment methods | by water district plans introducing more efficient
S c o methods or technologies for water treatment
E’ ﬁ Z Improved water Area of Baltic Sea catchment covered by improved water | 10%
Z’ S é management in areas usage plans introducing new solution developed and (1’;0 000km?
=Z0 characterised by water tested within the project. ’ m
T 9 E | shortage or scattered
§ % = population in the project Number of water management regions/districts covered 5
EE S area by improved water usage plans introducing new solution
— (O E
Better knowledge of Rate of areas (out of the total BS area) covered by 35% or
potential conflicts of sensitivity maps developed within the project 120,000km?
% k] interest among sea space
°w users from the project
T 9 area
2 % 5 Increased knowledge Number of investigated potentials 2
® a @ | about the economic Sea bottom area investigated in order to explore its 25% or
oo potential of marine economic potential 80,000km
§ £ 2 | resources in the project
565 | area
S 9 E
To enhance the oil spill Number of permanent personnel (staff) directly involved 90% of all
response methods and in project activities that is able to use the new method from
practices in the and practice (number of permanent personnel (staff) response
responsible organisations | directly involved in the exercise) teams
in the area covered by
the project by year 2010
Better preparedness of Area of Baltic Sea catchment covered by jointly 10% or
170,000km?

Better preparedness of

Sea area covered by contingency plans developed/tested

35% of the

Influenced policies, strategies,
action plans and regulation in the
field of management of Baltic Sea

organisations responsible | within the project ;Vrzf;'e Srs

for response to marine ’ 5

disasters to combat the 120,000km

effects of ships’ collisions

in the area covered by

the project Number of organisations that have signed agreement on 75% of all
implementing the developed contingency plan directly

involved

Increased awareness Rate of relevant policy-makers aware of needs for 75%

among relevant policy- changes in policies, strategies and regulations as

makers in the regions identified by the project

covered by the project

activities Rate of relevant policy-makers expressing a will to take 10%
steps leading to specific changes in legislation

Influenced policy Number of policy documents or regulations provided with | 2

documents affecting off -
shore areas management
in the project area

proposals for concrete changes

TABLE 15.1.c.
result

Examples of indicators at the project level for Priority 3 specific
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SPECIFIC Example of a Examples of a result indicator at the project level Exemplary
RESULTS | project result taroet
project
Improved supply of Number of eheath services improved in the project area 3

enhance the BSR competitiveness and

Pooled resources of metropolitan
regions, cities and rural areas to

high quality eheath
services in the
project area

Number of population covered by improved ehealth
services

35% of the
total
population
in the
project area

Lessened/Reduced
common urban-rural
development
problems in the
project area

Number of common development problems that were
lessened through the practical solutions developed by
the project and tested in the project area

(The positive effect of the problem solving is measured
by a questionnaire that is answered by the target group
(the ones who actually suffer from the problem) in the
beginning of project activities (like training or seminar),

2

s and later some time after project activity has taken
B place)
2 Number of urban-rural partnerships created in the 3
5] project area to tackle common development problems
Strengthened Number of actors representing forest industry actively 75% out of
c cooperation of cities involved in development of joint action programme in all active in
o and regions with the project regions
o forest industry in the Cﬁvered_ by
o project area the project
2 Number of types (segments) of forsest industry taken all available
% intoconsideration in the joint action programme to be in the
Q developed in the project project area
g Strengthened Number of energy producers and suppliers actively 75% out of
; cooperation of cities involved in development of joint action programme in all active in
) and regions with the project regions
@ energy sector in the covered by
G : the project
project area )
2 Number of energy sources taken into consideration in the | all available
o joint action programme to be developed in the project in the
5] project area
£ Increased potential of | Number of renewable energy sources investigated by the | At least 2
IS renewable energy in project investigated
a the BSR Estimated amount of additional capactiy of renewable in the
c . . project area
g energy production after the planned investments are
% B implemented (in MWh)
s 2 Improved Number of residents of block-houses that took part in 80% of all
9 g prerequisites for the awareness raising campagens organised by the residents in
8o increased energy project g:gaproJGCt
S S efficiency in the BSR
2 v Number of new funding programmes for improvement of | At least one
£ §' energy savings in housing initiated by public g‘rcf?:cts
E 2 administration area
. o | Increased interest in | Number of tour operators from outside BSR that are 30% of all
% °5 5 BSR tourist products interested in informing about BSR tourist products in contacted
DTS5 9P their areas of influence by project
39558
§ g § ;8 o Increased rate of inquires to the project partners from from O to
G5 -8 € outside of BSR about the BSR tourism products (phone 10 per
So238 calls, emails, study visits etc.) month
= Increased security in Decreased number of persons feeling unsecured while 30% less
s 59 city centres in case being at the city centre late evening/at night persons
3 S é study towns that feel
P ml unsecured
o522 — .
S 5 2 Les;ened prc_)ble_m of Rate _of the tar_get group covergd by joint prr_=1ct|cal 50% of all
S50 > social exclusion in solutions tackling social exclusion problems in effect of suffered
95 TG the project area the project from
92 8o social
hoEGR exclusion

TABLE 15.1.d.

results

Examples of indicators at the project level for Priority 4 specific
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Projects that concern environmental

issues are recommended to use

whenever feasible the environmental indicators proposed in the Strategic
Environmental Assessment of the BSR Programme 2007-2013, Annex 3.
These are listed below in the table.

These indicators investigate environmental impacts of the project, thus do
not necessarily measure the actual project achievements.

Please note that these examples have to be adjusted to the concrete project.
Please make sure that, if you decided to use this indicator, you are able to
gather all necessary data.

Environmental issues

Examples of possible indicators to assess the likely significant
environmental impacts

Biodiversity, flora and fauna

Change in net loss of biodiversity (if possible break down in relevant species)
Change in size and/or condition of valuable natural areas

number of Natura 2000 sites affected by specific project activities (e.g.
investment realised within the project lifetime; planned investment, if at
least one option considered in the feasibility study foresee its location in such
site; action programmes on activation of rural areas, to which Natura2000
site belongs; etc.)

Population and human health

Change in human exposure to hazardous substances

Soil Condition and extend of abandoned brownfield sites
Changes in emissions of hazardous substances to marine or fresh water
environments

Water

Changes in the water quality in marine or fresh water environments
Changes in the efficiency of water management service

Air and climatic factors

Observable positive changes in the air quality resulting from the project
activities

Material assets

Damages to material assets from air pollution
Possibilities to use land for social/commercial purposes after it has been
cleaned up

Cultural heritage, including
architectural and
archaeological heritage

Number of listed buildings and archaeological sites at risk

Impact on landscape from new infrastructure

Landscape Area of landscapes affected by implementation of specific project activities
out of the total area of landscape covered by the project.
Land take area and quality of land unfit for use for other purposes

Energy efficiency

use of energy per unit produced

Use of renewable and non-
renewable resources

share of renewable energy sources in the energy supply

Adoption to climate change

Number of persons or buildings exposed to threats from extreme weather
conditions

Transport demands

Increase in number of ton/km or parson/km

TABLE 15.1.e.

Examples of possible indicators to assess the likely significant

environmental impacts

Source: Strategic Environmental Assessment of the BSR Programme 2007-2013, Annex 3




