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What is this note about?
It is an amended 'Foreword' (Section 1) to the ERDF “Monitoring Assurance Framework”. It introduces some important changes to elements of the framework including some new mandatory requirements. The changes are in italics. The rest of the framework remains current but is not re-issued with this document. 

The framework provides a comprehensive approach to the monitoring of projects so as to ensure compliance with the requirements of Article 4 of EC Regulation 438/2001 and proper assurance to the department's Accounting Officer. 

What does this note contain?

Amendments include revision to the coverage requirements and instructions on the extent of expenditure checking that must be undertaken as part of PAV work. It also introduces a new annex to the foreword which contains good practice guidance from the EC. The ESAD contact details have also been updated.

Who should see this note?
GO Directors Europe, GO European Secretariats, GO FAM Managers and GO Finance teams.
Who do I contact if I have any queries?

Simon Gundry




Earl Hines

ESAD





ESAD


020 7944 3236 (GTN 3533 3236)

020 7944 3838 (GTN 3533 3838)

simon.gundry@communities.gsi.gov.uk
Earl.hines@communities.gsi.gov.uk
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1. Introduction

The Monitoring Assurance Framework has 5 sections:

Section 1 - Foreword - Introduction to the framework, Q&A on key issues and good practice guidance from the EC.

Section 2 - ERDF Finance Guidance Note 2.3B - general guidance on compliance with Regulation 438/2001.

Section 3 - Guidance for applicants - 'An Introduction to monitoring an ERDF project'.

Section 4 - Guidance on the Project Engagement Visit.

Section 5 - Revised version of the monitoring Model Of Excellence (MOE).
Following the European Commission's expressions of concern about our compliance with Article 4 of Regulation 438/2001 all GOs should treat the framework as the minimum standard necessary to ensure compliance. Every effort should be made to adhere to the framework in carrying out Article 4 work.  If you have any doubts about your capacity to do so please discuss the issues with your contacts in ESAD.
2. What is the Monitoring Framework?
The Monitoring Assurance Framework sets the minimum standards to be followed by GOs and ERDF grant recipients in meeting the requirements of Article 4 (A4) of regulation 438/2001. The framework builds on previously issued guidance and recommendations / requirements emerging from EC and GOAT audits and incorporates best practice provided by GOs.
The term framework is used to reflect the fact that compliance with A4 requires a combination of various procedures and practices, all of which combine to give an overall control environment.

The framework in more detail consists of:

1. This 'Foreword' document.

 This gives some more background and Q&A on key issues. It now includes mandatory requirements for coverage of A4 project Progress and Verification (PAV) visits and for the checking of expenditure to be done as part of the PAV. This section has also been expanded to include a copy of some best practice guidance produced by the EC's DG Regio's audit team.  

2. ERDF Finance Guidance Note 2.3B.

This was issued in August 2005 amending and updating guidance issued in June 2004. This provides general guidance on Regulation 438/2001 as well as some specifics on Article 4. This note also includes guidance on risk assessment and the requirement for a combined article 4 and 10 monitoring and inspection strategy. 

Note that in Annex 2 to the guidance note at paragraph 3(b) there is a reference to the spread of article 10 checks being a minimum of 5% of expenditure each year. It is now clear that the regulation does not require a minimum of 5% of expenditure to be checked each year provided the spread of checks is even over the period of the programme. 

3.  An introductory pack issued to applicants to explain ERDF monitoring requirements. 
This is a guidance document which should be shared with ERDF grant applicants before the offer letter is sent. This is the prime time to inform the applicant about what will be required of them as a grant recipient. This will give them the opportunity to consider fully their ability to adhere to the terms and conditions before they agree to them.  If it is not possible to send this to the applicant before the offer letter is signed then it should certainly be sent to the applicant before the first Project Engagement visit is carried out.  
The pack provides guidance on many areas of managing an ERDF project and should therefore be a useful reference source for the applicant and the GOs own Project Liaison Officer (PLO) or equivalent.  The Introductory pack (An Introduction to monitoring an ERDF Project) is Section 3 of the Framework.

4.  An initial “Project Engagement visit”.

This gives guidance on the initial visit to the project. This visit will offer the GO Project Liaison Officer or equivalent the opportunity to get to know the project and make an assessment of possible monitoring needs.  It is the key opportunity to ensure that those who are responsible for the delivery of the project understand fully the terms of the offer of grant and the results that are expected from them. It is also the point at which the PLO can ensure that those operating the project appreciate the full extent of ERDF financial controls and other key aspects of managing the project in line with ERDF requirements.  
5. ERDF Finance Guidance Note 5.1b - 'The Project Monitoring Model of Excellence' (MOE). 

This was issued in October 2004 and followed extensive input from GO practitioners. The MOE focuses on the crucial part of the framework which is the project 'Progress and Verification' visits - the PAV and includes the Article 4 visit template which sets the minimum reporting standard for a project visit. This more extensive monitoring visit must be carried out on a minimum sample basis.   This visit is designed to assess project performance and compliance with the offer letter and EC requirements.  It must include action to verify expenditure and a minimum sample of 10% of expenditure declared by the project to the date of the visit must be checked back to source documents. The scope of the visit is structured to fully satisfy the requirements of Article 4 and is a crucial part of the GO (or the intermediate body's) management of its portfolio of projects.
3. What does A4 actually say?
In summary the requirements of A4 are as follows:

1. The management and Control systems shall include procedures to verify the delivery of the products and services co-financed and the reality of expenditure claimed.

2. The management and Control systems shall include procedures: to ensure compliance with the terms of Commission decision under A28 Reg. 1260/1999 (relating to the conditions of the financial contribution) and with applicable national and community rules, in particular, the eligibility of expenditure for support from the structural funds, public procurement, state aids, protection of the environment and equality of opportunity.

3. These procedures need to include the recording of verifications of individual operations made “on the spot”.  This means project site visits which offer a record of 

· What has been looked at;
· The results of the verification checks;
· Actions taken where discrepancies have been identified.
4. Where the checks are not performed on 100% of operations the records must identify which projects have been selected and on what basis.
4. What does this mean in practical terms?

The regulations (article 4 (A4) of 438/2001) form the core of the Commissions requirements. Through our own experience, the recommendations of audit reports and various other communications, a more complete picture has developed of what A4 “means”.  The basic premise for A4 is to ensure the projects are managed in a strong control environment to minimise the risk of incorrect, irregular and ineligible expenditure or delivery.  There are some direct stipulations within the Article that must be satisfied, the most notable being that an on site monitoring visit is required. Further to this, this visit must verify the expenditure claimed to original source documentation.  This visit may also be the opportune time to ensure other aspects of A4 are addressed such as compliance with national and community rules e.g. adherence with public procurement requirements.  Note also the specific reference to the examination of cross-cutting themes. A further insight into the view taken by the EC is given in the good practice material which the EC issued in April this year. A copy is attached as annex 1 to this note. 

5. How do we meet these requirements? 

The departments' position is that A4 is met though various means and the full A4 visit (“Progress and Verification" visit - the PAV) is only one component.  

Further compliance is demonstrated through:

· The detailed process of project application, appraisal and approval.
· The formal and legally binding nature of the ERDF offer of grant letter.
· The checks made on claims prior to payment.
· The general day to day monitoring of the project and advice offered by the GO.
· The external annual and final audit certificated the projects are required to produce.
· The initial Project Engagement visits.
· The more in depth project Progress and Verification visit - the PAV.
The monitoring assurance framework now forms the basis of how we demonstrate meeting A4 requirements.

6. What is the distinction between the Project Engagement visit and the Progress and Verification visit?

It may be useful to define these terms to demonstrate their scope and purpose.
1. Project Engagement visit - the 'PE':  This is a reformed version of what was previously termed the Proof of Existence visit.  The visit has been re-named to more accurately reflect the purpose of the visit and to dispel any misconceptions that it is simply a check on the projects physical existence.  It is intended to ensure the project is given the necessary advice and guidance in good time to have a bearing on how the project is delivered. It is also intended to satisfy the GO that the project understands the requirements of the offer letter and inform future monitoring requirements.
2. Project progress and verification visit - the 'PAV':  This is what may previously have been termed a “Full A4 visit”, in other words it is a monitoring visit based on claims and performance to date.  The purpose of the visit is to assess the progress of the project in terms of delivery and spend and to verify the expenditure and outputs claimed are correct and eligible and compliant with national and community requirements.  This will also cover issues such as publicity and procurement

7. Coverage of Project Engagement visits. 

GOs should endeavour to carry out a Project Engagement visit on all new projects. And action should be taken to ensure that all projects should be visited at least once in their lifetime. If a project is already established and performing as desired and has had a visit under previous A4 arrangements, a fresh visit under the terms of this framework may not offer additional benefits so need not be carried out retrospectively.  If projects - including closed projects - have not been visited at all then a visit should be carried out and documented. Depending on the GO's assessment of the risk involved with the project the action can range from a simple - proof of existence visit, a Project Engagement as defined in the framework or a full PAV. If local decisions are taken not to visit closed projects this should be discussed with ESAD and the reasons why fully documented. 
8. What is the Progress and Verification (PAV) coverage requirement?
The full project Progress and Verification visit - the PAV - should be carried out on a sample basis, based on an assessment of risk and to ensure coverage of all types of project and project applicants. The expenditure by projects selected for PAV action should amount to not less than 30% of expenditure declared to the Commission and the number of projects in the sample should be in line with the table below. 

	
	Number of projects

	
	A

200 or under
	B

201-400
	C

401-600
	D

601+



	Project Progress and Verification 

(PAV)
	90%
	Higher of 180 or 60%
	Higher of 240 or 50%
	Higher of 300 or 40%


The Overall sample size is indicated as a % of the number of projects in the programme (live and closed).  To prevent the percentage requirements resulting in GOs with fewer projects having to carry out more monitoring on account of the higher percentage requirement, we have also specified a minimum number of projects depending on the size of the programme. Note this has changed from the version used in earlier circulated framework material.
 The way the sample should be selected is as follows

1. All high risk rated projects should be included in the sample.
2. To ensure coverage of all project types 10% of the sample should be taken from the low risk banded project category.
3. The remaining balance should be taken randomly from the medium risk projects. If there is insufficient Medium risk rated projects to do this the remaining balance once all medium risk projects have been included, should be taken from the low risk rated projects.

The basis used to allocate risk banding (see Guidance Note 2.3B, annex 1 – Section 2) should ensure that the risk banding takes into account factors such as the cost of the project, complexity of the project and the track record of the project sponsors.  Therefore, by sampling across the risk bands there should be a spread of size, cost and general risk.

Coverage Example
A GO has 550 projects; they are risk banded as follows:

High: 99

Medium: 185

Low: 266

As the overall sample coverage for this GO will be 50% (category C) the total number of projects selected as a starting point should be approximately 275

99 Projects are rated high risk they must automatically be included in the sample.

10% of the low risk rated projects should be included to ensure a spread of the checks. 266 / 100 x 10 = 26.6 therefore 27 projects should be selected from the low risk category 

So far 126 projects have been selected on a risk basis, the balance required to meet the 275 initial sample is therefore 149 and these should be selected at random from the medium risk group.  The selection of these projects should:

· Represent each measure within the programme.
· Represent a good mix of provider Types i.e. public and private sector.
The resulting sample of projects should, in total not be less than 30% of the expenditure declared to the Commission. The sample will clearly need to be kept under review as more projects come on stream and as expenditure declared increases. 

In addition when expenditure is sampled in the PAV visit it is important that the sample checked is not less than 10% of the total cumulative expenditure declared by the project as at the date of the PAV. Note that this is a change to the requirements for expenditure sampling which are set out in paragraphs 33 and 34 of the MOE (ERDF Finance Guidance Note 5.1b - Section 5 of the framework). 

9. What is the distinction between the work we do on A4 and the work done by the A10 inspection teams?
There can be no doubt that there has been a shift in the emphasis now placed on A4 work.  As the required scope of A4 has become clearer the full requirements to meet this article have emerged and in doing so has broadened what may have been in place at some GO’s to cover A4 procedures.  The effect of this development is that it may be that PLOs now seem to be covering areas previously only addressed by the Article 10 Inspection teams, it should however be noted this is not down to a change in the scope of the regulation as the requirements have always been the same, but more likely due to a development of our understanding of the requirement.

Upon looking at the two articles there is a degree of overlap in the requirements

· Both require verification of the delivery of the product.
· Both require the checking of expenditure.
· Both require checks on compliance with community and national rules.
· Both require records to be made of how the sample was selected and the work done.
There are however, very distinct differences between the purposes of A4 and A10:
1. The Purpose of the work of A4 is to Monitor and evaluate the project on an ongoing basis.  The emphasis of the work is very much consultative, that is, where problems are identified it is the work of the PLOs to liaise with the applicant to resolve the issues and get the project “back on track”.  The key purpose of the monitoring work is preventative, it is intended that through effective monitoring delivery will be improved and in doing so the project is at a reduced risk of criticism from the A10 Inspection team. Nonetheless it is also clear that verification of expenditure is required and that this has to be done on a large enough sample to be representative of total expenditure defrayed by the project as at the date of the PAV.

2. The work of the A10 team is to ascertain a “snapshot” of the project.  It is an “Inspection” of the eligibility and regularity of the claims sent to the GO and ultimately the declarations made to the commission.  The Inspection team will report on their findings but will not be responsible for managing the resolution of their recommendations.  A secondary function of the A10 team is to serve as a check on the effectiveness of the monitoring provisions in place, a high level of errors may be indicative of flaws in the monitoring or appraisal procedures in the GO. 
3. There are also differences in the articles’ specific requirements. A10 is more extensive and has specific targets to meet on expenditure checking and reporting requirements.
4. The depth of actual sampling carried out in the A4 visits is on a much reduced level compared to that carried out under A10
Whilst it is important that there is clear communication lines between the A10 team and those involved in A4, the following points must be considered:

1. Where it becomes apparent that there is significant problems with a projects organisation / systems /claims it is advisable to inform the A10 team as this may represent a high risk of funds being incorrectly spent and further investigation may be warranted. However, it must be recognised that this should only be done when fully warranted, as defined by the GO’s own internal procedures and it is in fact only made as a recommendation.  It will be the decision of the A10 team to take up the visit or not.

2. Problems should not be freely forwarded to the A10 teams on account of there being difficulty in resolving them at a secretariat level as this will represent a shift of responsibilities from the secretariat to the Inspection teams and will cause an increase in work load at the level of the inspection team.  Again, GOs should internally agree a process for referral and the circumstances in which it is carried out.
10. How should the framework be used?
The process outlined in the framework should by now have been adopted in all GO, that is:
· The Introductory pack (customised version) should be issued to applicants ASAP, ideally before issue of the offer letter.
· A project Engagement visit should be carried out in the early stages of all live projects and suitable visiting undertaken on closed projects. 
· A sample of projects should be selected for Progress and Verification visits. 
The papers issued in the framework should be used but may be amended or supplemented to reflect personal preferences or best practice.  It will certainly be necessary to change the indicators within the Guidance for applicants. It is however important that the scope of the visits is not changed to any great extent or a risk may be introduced of inadequate coverage. 
Crucially however the article 4 monitoring process set out in the framework will be managed within each GO to ensure that the results from the work are acted upon speedily and are followed through to conclusion. This requires management checking of the quality of the article  4 work being done, including the documentation, reporting and follow up and the action taken on the findings from the monitoring action. 

11. Next steps

The European Commission has expressed concern about the extent to which the English ERDF programmes are complying with Article 4 of Regulation 438/2001. Currently there is a possibility that ERDF grant repayments by the EC will be suspended and further action may include the imposition of a financial correction on some current programmes.

It is therefore vital that all steps are taken by GOs to adhere to the guidance and good practice that is set out in the framework. There are also some actions that have been agreed are now mandatory for all GOs. These are:

· 30% of all projects recorded as closed as at 31 March 2006 will be visited and a full PAV carried out by 31 March 2007.

· PAV work on live projects will continue and be stepped up in all GOs to ensure that combined with action on closed projects no less than 30% of total expenditure will be in projects subject to full PAV action.

·  PAV action will include checks of expenditure back to source documentation and samples taken for this purpose will be no less than 10% of the expenditure recorded by the project at the time of the PAV visit.
· By the end of the programme period at least the minimum number of projects specified in the table in paragraph 8 will have been subject to a full PAV.
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What is this note about ?

It explains the requirements of the EC and the UK Government for monitoring all ERDF projects in compliance with Article 4 of EC Regulation 438/2001.  It is a revised and abridged version of Guidance note 2.3 issued in June 2004

Who should see this note ? 
GO Directors Europe, GO European Secretariats, GO FAM Managers, GO Finance teams

Copied to DWP, DEFRA and DTI

Who do I contact if I have any queries ?

Roger Sallin




Earl Hines




ESAD





ESAD
020 7944 8135 (GTN 3533 8135)

020 7944 3838 (GTN 3533 3838)


Roger.Sallin@odpm.gsi.gov.uk

Earl.hines@odpm.gsi.gov.uk
ESAD FINANCE GUIDANCE NOTE 2.3B
COMPLIANCE WITH ARTICLE 4 OF EC REGULATION 438/2001
MONITORING CHECKS

Introduction

1. This is a revised and abridged version of Guidance note 2.3 of June 2004. The revisions have been made to take into account the requirements of the Monitoring Framework and to make sure that only issues not addressed in the model of excellence are included.  

SECTION 1:  MANAGEMENT AND CONTROL SYSTEMS/AUDIT TRAIL

Provision of Guidance

1. In order to comply with Article 2 there must be adequate guidance for managing and paying authorities and intermediate bodies on the systems required to ensure sound financial management of the Structural Funds and to provide assurance of the correctness, regularity and eligibility of claims on Community assistance. 

2. The Regulation defines ‘Intermediate bodies’ as all public or private bodies or services acting under the responsibility of managing or paying authorities or performing tasks on their behalf in relation to final beneficiaries or the bodies or firms carrying out operations. Intermediate Bodies include Action Plan Partnerships, delegated grant schemes and co-financiers.  The GO must take the necessary measures to ensure all Intermediate bodies (i.e. Urban Accountable bodies and Action Plan Partnerships) are aware of their obligations to meet the regulatory requirements, as agreed with the GO, and ensure that they have the correct guidance to assist them in carrying out this function.

Separation of  Functions and Performance

3. In order to comply with Article 3 the management and control systems must ensure that:

a) There is an adequate separation of functions within managing and paying authorities and intermediate bodies. GOs must ensure that:

· There is a clear separation of roles between project development, appraisal and approval. Those who develop a project, or will be responsible for its implementation, should never be solely responsible for appraising the project.


· Officers authorising payments to a project must be different from those who approved the grant and ideally be different from those involved in any of the earlier stages of work.


· Claims should be checked by one officer and payments authorised by another.

· Officers carrying out checks within the Monitoring Assurance Framework (Article 4 work) must be separate from those carrying out inspection work under Article 10.  They must not have been part of the appraisal team for the project being monitored (appraisal teams can undertake Article 4 checks provided that the person involved with appraisal of the project is not involved with the monitoring of that project). For Action Plan projects, monitoring check responsibilities could be built into the AP agreement.  If Article 4 checks are subcontracted to private audit firms, there should be separate contracts made with separate principals in the subcontracting organisation.

b) Functions are performed in a satisfactory manner. The ODPM Programme Management Guidance Note on Action Plans gives detailed guidance on the administrative and financial systems necessary for the delivery of Structural Funds programmes through Action Plans                      
(see http://intrago.go-regions.gsi.gov.uk/erdf/left.htm)

c) Intermediate bodies (definition at paragraph 2) report on the performance of their tasks.  GOs must ensure that:

· Grant offer letters set out reporting and monitoring requirements for individual projects.


· Each project must agree a detailed plan setting out intended outputs, results and impacts and a profile of expenditure. These plans must be monitored by GOs, including on-site verification.

Audit Trail

4. In order to comply with Article 7 (as amended by Regulation 2355/2002) Management and control systems must provide a sufficient audit trail. An audit trail is considered sufficient where it permits:

a) Reconciliation of the summary amounts certified to the Commission with individual expenditure records and supporting documents (see paragraph 7 below) held at the various administrative levels and by final beneficiaries including, where the latter are not the final recipients of funding, the bodies or firms carrying out operations; and

b) Verification of the allocation and the transfers of the available Commission and national funds.

5. GOs must ensure that the following supporting documents are held by the body listed:

Government Offices

· Claim forms and supporting documentation

· Details of expenditure withheld or clawed back

· Methods of allocating expenditure between ERDF projects and other projects

· Technical specifications and financial plan of the project

· Progress reports

· Grant applications

· Offer letters

· Records of Article 4 checks – this includes project selection methods,    visit records and follow- up procedures

· Records of claims to the Commission

· Records of Article 10 inspections

Accountable Bodies

· Details supporting aggregated claims to GO

· Project claim forms and supporting documentation  (see paragraph 11)

· Details of expenditure withheld or clawed back from projects

· Technical specifications and financial plans of the projects

· Project progress reports

· Grant applications 

· Offer letters

Final Beneficiaries

· Original documentation supporting claims to GO/Accountable Body e.g.   Invoices, 

· Timesheets

· Calculations demonstrating use of methods of allocating expenditure between ERDF operations and other operations

· Original documentation supporting measurement of outputs

6. Where there is more than one intermediate body between the final beneficiary or the body or firm carrying out the operation and the paying authority, each intermediate body for its area of responsibility requires detailed statements of expenditure from the body below it as supporting documentation for its own accounting records, from which it provides at least a summary of the expenditure on each individual operation to the body above it.

7. In the case of computerised transfer of accounting data, all the authorities and bodies concerned should obtain sufficient information from the lower level to justify their accounting records and the sums reported upwards, so as to ensure a sufficient audit trail from the total summary amounts certified to the Commission down to the individual expenditure items and the supporting documents at the level of the final beneficiaries and the bodies and firms carrying out the operations.

8. All accounting records should show the date they were created, the amount of each item of expenditure, the nature of the supporting documents and the date and method of payment.

9. Documents must be held either as originals or on commonly accepted data carriers. Commonly accepted data carriers include:

· Photocopies of original documents; 
· Microfiches of original documents;

· Electronic versions of original documents on optical data carriers (such as CD-ROM, 
hard disk or magnetic disk);

· Documents existing in electronic version only.


Copied documents, invoices/microfiches etc must be certified true copies by an independent auditing body (or independent accountant).

10. GOs should ensure that information kept on commonly accepted data carriers are kept secure and can be relied upon for audit purposes.  Where documents exist in electronic version only, the underlying computer system on which the electronic versions are held must meet accepted security standards which ensure that the documents held meet with national legal requirements and can be relied upon for audit purposes. To evaluate electronic systems before relying on them, auditors should use guidance such as COBIT (issued by the IT Governance Institute) or ISO standards on information security. Regulation 2355/2002 states that ‘the procedure for certification of conformity of documents held on commonly accepted data carriers with the original document shall be laid down by the national authorities’ –  ODPM accountants advise that the documentation retention procedures are required to meet the VAT requirements set by HM Customs and Excise. 
Irregular Payments

11. Records must be kept of the recovery of irregular payments and these must be reported to ODPM.  Any irregular expenditure identified as a result of monitoring work (desk or on-site) should be reported as required by ODPM Finance Guidance Note 3.12.
SECTION 2: MONITORING CHECKS  – ARTICLE 4

1. Programme management and control systems must include procedures:

a) to verify the delivery of products and services funded by ERDF (i.e. projects and schemes). 

b) to verify the eligibility of expenditure (projects should provide lists of the transactions that make up a claim in enough detail to verify that what is being claimed is eligible expenditure). 

c) to ensure compliance with the terms of Article 28 of EC Regulation 1260/99. 

d) to ensure compliance with applicable community rules, in particular, eligibility of expenditure under assistance concerned, public procurement, state aid, protection of environment and equality of opportunity.

2. The procedures must include the recording of verifications of individual operations on the spot. The records must state the work done, the results of the verification and the measures taken in respect of discrepancies. 

3. GOs should set up a system to verify the delivery of products and services (i.e. projects and schemes) and to ensure compliance with community rules (paragraph 1 a, c and d). This should be done in the context of the Monitoring assurance Framework.  The framework has been designed to provide a strong control environment to meet the requirements of Article four, provide useful Management Information and adhere to good project monitoring practice.
4. Guidance on risk assessment and frequency of visits in provided in annex 1.











          ANNEX 1

Risk Assessment 

1. Risk assessment is a useful tool for determining the frequency and intensity of monitoring that a project undergoes. Typically, high risk projects should be subject to more vigorous monitoring and low risk projects need only be visited once. This document provides guidelines for assessing the risk level of a project and sets out the recommended monitoring requirements for each level of risk.

2. The two parameters that determine project risk are:

· Project management and delivery

· Degree of Complexity

3. Projects should be scored on the their management and delivery aspect as per the following criteria:

	Criteria
	Score

	
	1
	2
	3

	Financial scale – size of grant
	£5m to £10 m
	£1m to £5 m
	< £1 m

	Applicant Track record & experience
	Poor
	Average or No history
	Good

	Spend slippage – actual expenditure is less than contracted expenditure
	>10%
	>0% but <10%
	0% or exceeding spend profile

	Physical slippage – actual outputs & results are less than contracted outputs & results
	>10%
	>0% but <10%
	0% or exceeding targets


As per this table, a project can get a minimum score of 4 and a maximum score of 12. A low score implies that a project’s management and delivery mechanisms need attention.

Overall grade on management and delivery:

	Score
	Grade

	4 - 6
	C

	7 - 9
	B

	10 - 12
	A


Table for scoring a project on degree of Complexity:

	Criteria
	Score

	
	1
	2

	Number of Measures under which the Project has applied for funding
	> 5
	< 5

	Strategic Importance of Project
	High
	Low / Medium

	Project spans across Core & Transitional areas
	Yes
	No

	Project has both ERDF & ESF funding
	Yes
	No

	Some of the project activities are ineligible for funding
	Yes
	No

	Main expenditure type
	Revenue
	Capital

	State Aid issues
	Yes
	No

	An Action Plan
	Yes
	No

	Possible duplication of activities with other ERDF/ESF Projects 
	Yes
	No


As per this table a project can get a minimum score of 9 and a maximum score of 18. The lower the score, the greater the complexity and vice versa

Overall grade on degree of complexity:
	Score
	Grade

	9 - 12
	C

	13 - 15
	B

	16 - 18
	A


	Project Delivery
	Degree of complexity

	
	A
	B
	C

	A
	Low
	Low
	Medium

	B
	Low
	Medium
	High

	C
	Medium
	High
	High


Frequency of monitoring visits:

4. It is recommended that high risk projects be subject to more intensive and frequent monitoring visits than low risk projects. 

5. Where resources do not allow for a complete coverage of all projects, a sampling approach should be used to select projects for Progress and verification visits.  The following table provides guidance on the sampling coverage which should be applied

	Visit type
	Number of projects

	
	A

200 or under
	B

201-400
	C

401-600
	D

601+



	Project engagement
	100%
	100%
	100%
	100%

	Project progress and Verification 
	90
	Higher of 180 or 60%
	Higher of 180 or 40%
	Higher of 180 or 30%


The Overall sample size is indicated as a % of the number of projects in operation.  The way the sample should be selected is as follows

6. All high risk rated projects should be included in the sample

7. To ensure a coverage of all project types 10% of the sample should be taken from the low risk banded project category

8. The remaining balance should be taken randomly from the medium risk projects.

The basis used to allocate risk banding (as detailed above) should ensure that the risk banding takes into account factors such as the cost of the project, complexity of the project and the track record of the project sponsors.  Therefore, by sampling across the risk bands you should get a spread of size, cost and general risk.

*Please note that these recommendations represent a core standard, if it is possible to cover more projects efforts should be made to do so.   


Frequency of risk assessment:
9. Project Officers need to recognise that risk assessment is not a one-off exercise. Through its lifetime a project may move between the three risk bands depending upon its stage of development and circumstances. Therefore, risk assessment should be carried out at the following points:

· Immediately after a project has been contracted

· After the Project Engagement visit

· After each Progress and Verification visit 

· Any other time, if circumstances so demand

Annex 2
Requirement for a combined Project Financial Monitoring (Article 4) and Inspection (Article 10) Strategy

1. GOs must have a financial monitoring and inspection strategy to provide assurance to the ODPM Accounting Officer for the management of the structural funds programmes and community initiatives for which they are responsible. The strategy must conform to EC Regulation 438/2001 and any requirements UK Government may stipulate from time to time. A framework for a project financial monitoring and inspection strategy is given at Annex 2.

2. The Structural Funds Service Level Agreement (SLA), between the DTI and the GOs includes what the GO project monitoring and inspection strategy must comprise. 

3. The SLA says:  

“Such systems must include a strategy (agreed with the Monitoring Committee) and the deployment of sufficient resources so as to provide the following:

a)
That all grant-aided projects are subject to a monitoring check at least once in their lifetime;

b) 
That for each programme (defined as the set of activities for which a final closure statement will be required) on site inspection visits will include substantive checks on eligible expenditure defrayed (see paragraph 4 below) so as to provide, by the end of the programme, a minimum of a 5% sample of the total eligible expenditure defrayed. [Please note that in order to comply with Regulation 438 checks must be made on a minimum 5% sample for each year in which expenditure takes place.]  

The selection of projects to be visited to comply with b) above should ensure that:

· the visits are spread evenly over the lifetime of the programme;

· the sample is representative of the types of activity being funded through the programme, the types of delivery organisations and the amount of grant involved;

· an assessment of risk is taken into account, with the inclusion of those projects thought to be at higher risk of default, where the largest amounts of grant aid are concentrated and/or those that are most complex;

· the main implementing authorities and main financial beneficiaries are visited at least once before programme closure, and

· that the selection process is fully documented to demonstrate the methodology and coverage to UK and EC auditors.”

4. Expenditure is ‘defrayed’ (i.e. spent) at the point when the money is given or sent by post or when electronic instruction is given to the project’s bank (i.e. the date a cheque or equivalent raised by the project is sent). Claims for grant should therefore only include expenditure for which, at the point the expenditure declaration is made, the project has evidence that the funds have been defrayed (i.e. passed out of control of the project).

5. Projects should be made aware of this and should be advised to encourage their payees to accept payment by BACS, rather than by cheque. Where cheques are in use project applicants should set up their own systems for chasing encashment of any cheques. This will become especially important towards the end of the programme. 

6. The strategy should also show what steps will be taken to follow-up and resolve any issues that come to light as a result of monitoring and inspection action. Irregularities must be reported through the systems currently in place (see Finance Guidance Note 3.12). Resources must be allocated to ensure this work is completed, as far as possible before the programme final report is made to the Commission.

7. Once agreed by the PMC a copy of the strategy should be forwarded to Earl Hines, ODPM.

Action Plans 

8. Action Plans must be included in the monitoring strategy (it would suffice to have a single strategy for monitoring and inspections. There is a separate guidance for inspections). Accountable Bodies and the projects included in Action Plans should be assessed for risk by the GO. Before an Action Plan is approved, GOs should ensure that the systems used by Accountable Bodies meet the conditions of grant. 

9. Accountable Bodies must carry out their own strategy for delivering assurance to the GO that their claims for grant are sound.  The GO may wish to delegate responsibility for the project Engagement visits/Progress and verification visits to the Action Plan Accountable Body but must review the adequacy of the monitoring visit undertaken by the Accountable Body.  In simple terms the GOs must take a Quality assurance role, checking the adequacy of the work carried out by the accountable body.  These checks must be documented.  The GO should also ensure that it has a means of monitoring the visits done to date by the accountable body. 

Community Initiatives and cross-region programmes
10. All Community Initiatives operating within a given region and for which that region is acting as the payment authority are treated as discrete programmes within that region’s monitoring and inspection strategy. Each should therefore be subject to separate risk analysis and on-site monitoring and checking as defined in the SLA and Financial Controls Regulation 438/2001. The whole strategy should be agreed by the appropriate PMC.  

SLA requirement to visit every project at least once in its lifetime

11. Where the SLA refers to a proof of existence visit this in the context of the Monitoring Assurance Framework is the Project Engagement visit.  There are many benefits of discussing the project and ERDF requirements with applicants at an early stage, one of the key outcomes should be that it enables the project to make correct decisions and ultimately reduces the amount of work which may be involved in monitoring the project   
12. The Project Engagement visit should be recorded as directed by the working paper (see monitoring assurance framework: Project engagement visit). GOs may wish to amend the proforma to reflect specific GO requirements or carry GO branding. The Proforma may be added to if needs be.
13. The more extensive Progress and verification visit covers performance related checks and compliance issues
ANNEX 3 
IMPLEMENTATION AND FOLLOW UP

11.
The main findings of the monitoring visit will be included within the written report, to be produced within 4 weeks of the completion of the visit.  Ideally a report should be produced within a week of the visit.  The agreed action points will need to be implemented by the applicants and the Secretariat staff within the time specified, as far as possible, within routine processing work on claims. Once complete, the process will be signed off by both parties.

REPORTING TO THE PMC
12.
A report on the application of the Monitoring and Inspection Strategy and the implementation of the EC regulation for the Objective 2 programme will be provided to the PMC annually. It will contain details of who has been visited through the system of inspections, with (unattributable) information on good and bad practice issues identified and action taken or promotional work initiated. 
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Introduction

The management of an ERDF project carries with it certain conditions and requirements that you must be able to satisfy.  The requirements as stipulated by the European Commission are embedded in various EC Regulations.  These regulations cover most aspects for delivery of a ERDF project and the means which the project must have to demonstrate and evidence this delivery.  Other requirements are established by the English Government, in the case of ERDF funding the responsible government department is the Office of the Deputy Prime Minister.  These requirements are in line with general English Policy and are used when the regulations allow a given issues to be governed by the national rules of the member State.

1.
ERDF Funding – What you must know!

1. The applicant organisation is responsible for everything that happens during the lifetime of the project.

2. You must not make a profit from ERDF funds. 

3. ERDF activity must always be additional – you can’t claim ERDF money to do something that you would have done anyway.  Can you demonstrate this additionality?

4. ERDF grant is paid IN ARREARS and only on DEFRAYED expenditure (i.e. money that has actually been spent and has left your bank account).   Make sure this will not cause major cash flow problems for your organisation. 

5. All project costs which you are claiming ERDF against must be incurred between the start and end dates of the project, as stated on your Offer Letter, and must be eligible.  Check Annex 8 of your Offer Letter for a list of items that are not eligible.  Remember that if your project is revenue only, you cannot include any major capital items.

6. Whatever you are using as match funding must be eligible, and must also be part of the project costs (see Match Funding Guide).  You must be able to provide evidence that the Match Funding has been received.

7. It is essential that projects can prove that they have achieved what they set out to achieve – this means you must be able to measure how things have changed since the project started, what are the outcomes or “outputs” of the project?

Priority 3 projects which are helping organisations progress may need to think more creatively about how they are going to prove that they have done this.  

In order to measure change, you have to know what the situation was at the start of the project – this is what is known as the “baseline”.

Examples:

Project objective: The project is to assist organisations gain the necessary skills to be able to produce a Business plan and funding strategy which will assist in their development and stabilisation.

Details: 

· The project will support 10 organisations.  They are groups who have never made a funding bid or written a business plan before, and have never had any support in this area- this is the baseline – how will you record it?;

· The project will provide support over 8 weeks to enable these 10 organisations to produce a funding strategy and a business plan, and to identify appropriate funding sources;

· By the end of the project, the 10 organisations will have produced a funding strategy and business plan and identified potential funding sources; some will have submitted a bid for funding; some may have succeeded in obtaining funding for the first time - How will you record that these things have happened?

8. Administration for projects can be time-consuming.  You should build management and administrative costs into the project. 

9. You must notify Government Office of any significant changes.  This means you will have to monitor costs, income, activity and outputs regularly so you can pick up on any changes.  Other variances to projected delivery may be classed as a significant change, for example a significant alteration to a partnership arrangement.

10. Where a project has shared costs, either with another ERDF project or with the organisation as a whole, costs must be apportioned using a fair and equitable method.  Apportionment must be based on activity, not on turnover – see Section 5. 
11. All staff must be informed about what they can and cannot do within the approved project.  They may need training in record keeping requirements.  This is particularly important where there are limitations about who can be helped by the project.  For example, Priority 3 projects are usually restricted to local residents, and business support projects to businesses located in the Objective 2 area.  You should think about how you can inform and train the relevant staff.
Business support projects:  

· ERDF funding is directed to SMEs (small to medium sized enterprises) that improve the productive investment of the region and do not compete against each other locally.  Therefore, businesses that only provide local services and serve individuals’ needs will usually not be eligible for support from an ERDF project. 

· This means, in practice, that shops and other retail activities such as hairdressers, restaurants, domestic window cleaners, repairers of personal goods and vehicles (unless predominantly serving a non-local market); schools, hospitals, doctors and care homes are NOT eligible SMEs.

· SMEs eligible for support would normally include those with productive capacity, such as manufacturers, or those that are, for the most part, providing business services to a non-local market (e.g. corporate law, commercial architecture etc).

· So you will need to keep records of what type of SMEs you are supporting, to prove that they are eligible.
2.
ERDF Projects - what records to keep

Why keep records?

Your ability to demonstrate the delivery you have provided is largely dependent on the records you have maintained.  Furthermore good record keeping is a key project management tool, by maintaining orderly and comprehensive records you will find it far easier to assess the project status and progress.  The need for projects to be able to provide records to substantiate claims and prove that they have satisfied various EC requirements is frequently mentioned in the ERDF EC Regulations as well as your offer letter.

In summary - You must maintain project records for the following reasons:

· It is an essential requirement of European funding.

· To enable you to complete interim and final claims. 

· To monitor progress & achievement of outputs & spend in relation to your Offer Letter.

· To provide exact evidence of expenditure - there must be an audit trail.

· To use as evidence in publicity/annual report.

•   For Monitoring and Audit visits.  You may be audited by any, or all, of the following organisations: 

· Your match funders

· Your Internal / External auditors

· District Auditor

· Government Office

· National Audit Office

· European Commission Directorate Generals

· European Court of Auditors (ECA)

The purpose of the audit as carried out by Government Office, NAO, the EC Directorate General and ECA, is to establish that you spent what you say you have spent, did what you say you did and that this was both eligible and consistent with your application and offer letter.  The Auditors will also want to see evidence of procurement and publicity.

The onus of proof is on you.  If you do not have records to prove all of the above you may have to repay all or part of the ERDF grant.

What should records show?

· Sufficient audit trail – this should be traceable right back to the original document demonstrating the expenditure, for example, and invoice and bank statement.

· Exact evidence of expenditure. 

· Records of eligible beneficiaries and the steps taken to discern their eligibility.

· Evidence of proper procurement.

· Evidence of auditable, accountable match funding.

· Compliance with publicity equal opportunities and environmental requirements.

· Clear records of businesses supported for state aids purposes.

· Records that are comprehensive, reliable and accessible.

· Regular information collection.
Who is responsible?

· Final responsibility lies with the applicant
· i.e. the organisation to whom the offer of grant is made and to whom the Offer Letter is addressed.
· The applicant must make sure that any partners or sub-contractors keep adequate records too, this may involve a programme of quality assurance work to verify the information provided by partners.

· Draw up a contract / Service level agreement,  so other organisations know what is required of them.

How long should we keep records for?
· Project documentation must be kept for at least 3 years after the end of the Objective 2 programme – please note this is not the same as the end date of the project in question.  By way of guidance it is presently expected that this may be at the very earliest 31 December 2014.  However you should wait until the GO writes to you with an actual approved disposal date before disposing of your records, until this time you must retain all of your records relating to the project.  If you have any queries on the issue of document retention please contact the GO.
· Auditors will want to see originals of invoices, receipts, activity records etc. so please bear this in mind when making any storage or archiving  

· If you don’t have records you may have to pay money back - even if the project ended years ago.

· Don’t throw anything away! 

What records are needed?
Core Documentation

· The ERDF application & Business Plan.

· The Offer Letter and any revised versions.

· Copies of any correspondence with Government Office. 

· Copies of any agreed changes to the project.

· Copies of all quarterly or monthly claim forms.

· Working papers showing how the claims were calculated.

Expenditure
You must keep the original documents that support all expenditure relating to the project including:

Internal staff costs - salary records, detailed timesheet (to show time allocated to the project), and any apportionment methodology. 

External staff costs - invoices, detailed timesheets
Other Costs - invoices, payment receipts, apportionment methodology, depreciation methodology, copies of leasing /hire agreements, source documentation for overheads.
For second hand equipment

You must keep:

- Declaration by seller stating origin, and that it has not been purchased within the previous 7 years with the aid of national or EC grant.

- Proof it does not exceed market value or cost of similar new equipment.

Tendering / procurement 

If you are a Public body: Community rules on the award of public contracts require that the projects funded through ERDF must comply with community policies on competition and the award of public contracts.   Further details of tendering and procurement requirements are in section 6.

Regardless of your public/ private status all projects must keep:

- Copies of quotations / tender documents.
- See Offer Letter for details of tender requirements.
Inventory of Assets

For all fixed assets over £2,500 bought, built or improved using ERDF grant.

Inventory must show:

– Date of purchase

– Description of asset

– Price paid net of recoverable VAT

– Amount of ERDF grant paid

– Location of the asset and of the title deeds

– Serial or identification numbers

– Date of disposal

– Sale of proceeds net of VAT
Records of Match funding & income

•
Details of Match Funding

•
Details of Match Funding in Kind

•
Details of any income received

•
Bank Statements

•
Audited Accounts (if applicable)

•
Working Papers

Match funding in the form of volunteer time

•
Volunteer timesheets.

•
Detail of activities carried out, showing that they were in line with the notional rate claimed.

•
BE CAREFUL! Volunteer time is not an eligible source of match funding for some Measures.
Project specific records

Business Support Projects

You must keep evidence of the eligibility of the SMEs on your project: 

· Proof that they are in eligible area.

· Proof that the organisation meets the Measure criteria   

eg. Size and type of organisation.

· A signed declaration of eligibility by beneficiary organisation and the project manager.
· Proof that individual’s involved work for eligible companies. 

· A record of the support provided to each organisation (think about how you may categorise this support).

· Compliance with State Aids rules.
State Aids Rules

· An individual company should not gain unfair competitive advantage through “state aid” (public expenditure).
· However, there are exemptions; for example, under the “de minimis” exemption, private sector organisations can receive state aid as long as its value is under 100,000 Euros (around £60,000) over any 3 year period.  
Keep records to show:

· Those who receive assistance are SMEs

· Confirmation of SMEs receipt of state aid in the last 3 years

· You have provided SMEs on the project with a record of the cash value of any assistance provided

Capacity Building/Community Development project records

Keep records to show:

· Eligibility of groups and individuals, including a signed declaration by beneficiary and project manager.

· What you did and how you did it.

· Attendance at training sessions, meetings etc. linking individuals to eligible organisations.

· Advice sessions.

· How networks were formed, minutes of meetings etc.

· Copies of questionnaires, details of distribution, final report.

· How small grants were administered, monitored and what was achieved.
Publicity Records

· Infrastructure projects must comply with requirements for billboards /plaques as set out in Annex 4 of Offer Letter.

· Any publicity used for the project must note the EC’s contribution, the EC logo should be displayed 

· Keep copies of all publicity (e.g. adverts, press releases, photos, leaflets and posters).

· Evidence of using ERDF Logo & notifying beneficiaries of ERDF contribution. 
3.
Guide to the ERDF Offer Letter

The Offer Letter is issued by the Government Office (GO) and, besides the welcome news that your project has been successful in its application for a grant, it contains the terms of the offer.  You should ensure that you are satisfied that you understand the offer and associated conditions. If you are happy to accept the offer, you should sign a copy of the letter signifying that you accept the terms it contains and return it to the GO as directed. This then becomes the contract by which the ERDF grant is made to you.   If the outputs or expenditure profiles contained within the Offer Letter do not accord with your understanding of what the project is supposed to be spending and delivering, contact the GO immediately.
You must take care to monitor that you are keeping to the terms laid out in the letter. If for any reason you are not able to meet those terms you must contact the GO in order to re-negotiate them. Typically the Offer Letter will contain the following:

Grant payable – It may be useful to have a copy of the offer letter to hand when reading this section
This section deals with the offer of the grant.

Paragraph 4 lists the total eligible expenditure, the maximum amount of grant and the grant rate.

Paragraph 5 states that grant will only be paid in respect of eligible expenditure - see Annex 2 of the Offer Letter, and also Annex 8 which lists ineligible expenditure.  ERDF Grant payments are made only in respect of defrayed expenditure.  This means that it is not sufficient just to have incurred the expense; you have to have actually paid the invoice, salary etc. The Offer Letter also a gives the starting date for eligible expenditure. Any expenditure before this date will not be eligible.

Paragraph 6 states the start and end date of the project, the date of financial completion, and the date to submit the final claim and general statement of expenditure to Government Office.  The grant may be reduced if the actual total expenditure is less than the estimated total expenditure. In effect you will not be paid a greater percentage of the actual total expenditure than the grant rate stated in paragraph 4.  The Offer Letter also states that 10% of the grant will not be paid until the project has been completed and an independent auditor’s report received.

How to claim
Annex 2 gives details of how to make claims and the information to be provided at the different stages.

Claims should be submitted quarterly on ERDF20 forms via the Electronic Claims Submission (see section 4 of this pack). It is possible to negotiate submitting monthly claims with the Government Office if quarterly claims will cause cash flow problems. It also gives a date by which the first claim should be submitted.

The standard claim periods are January–March, April–June, July-September and October–December.

Annex 2 also gives details of the report that must accompany the claims. The report must cover the actual progress of the project compared with the forecast in the application and should include:

•
Details of expenditure on eligible costs listed in Annex 1 of the Offer Letter.

•
Progress towards achieving the performance targets listed in Appendix 2 of the Offer Letter.

•
An up to date estimate of the project costs.

You must also report on any significant changes to the project, e.g. more than a 10% variation to the project costs or timings, changes to the nature or scale of the project, additional financial assistance received towards the cost of the project.

It is important that you inform the GO immediately you become aware of significant changes to your project as you need their written approval. Do not wait until you send in a claim.

Payment of grant
This section provides information on when the grant will be paid.

Annex 2 Paragraph 8 states that payment will normally be made within 30 days of a claim being received unless the GO needs to seek further information.

Annex 2 Paragraph 11 states that a progress report must be submitted every quarter, even if no claim for grant is made. 

EC requirements
This section deals with the relevant EC requirements.

Annex 3 Paragraph 7 lists these as:

•
Structural Fund Regulations

•
Community Regulation 1159/2000

•
State Aid Rules

•
Public Procurements

•
Environmental Legislation 

More details of these requirements are given in Annexes 3 and 4 of the Offer Letter. Please ensure you have read these thoroughly
Publicity 
Annex 4 details the Commission’s publicity requirements.

Retention of documentation and inventory of assets
Annex 5 says that original documentation must be kept until a specified date, and sets out the requirements for projects to establish and maintain an inventory of any fixed assets which have been acquired or improved with ERDF grant.  You will need to keep original documentation until 3 years after the whole Objective 2 programme has come to an end, which to repeat, is not just until after your project has ended.  This means that projects will have to keep records until at least December 2014 and possibly later.
Withholding and repayment of grant
Paragraphs 17-19 of the Offer Letter contain the strict warning about what will happen if you do not keep to the terms of the letter (without any attempt at re-negotiating them).

How to accept

Paragraphs 21-24 give details on how to accept the terms of the letter. No payments can be made until the terms are agreed. You will be given a contact name and number to use if you wish to query anything in the letter.

Summary of Appendices to the Offer Letter

Annex 1 sets out the eligible costs of the project under the various budget headings. These budget headings must be adhered to unless you have the agreement of the GO in writing.

You must monitor these costs and provide a progress report with each claim.

Annex 1 also lists the performance targets. These will include:

• outputs e.g. number of organisations assisted

• results e.g. number of gross direct new jobs created 

• the dates by which the targets should be achieved e.g.  2006

You must monitor the performance targets and provide a progress report with each claim.

Annex 2 gives details of grant payable and how to claim.  

Annex 3 details the EC requirements that apply to the project, including the Public Procurement rules, and provides this table of tender action required based on the estimated value of contracts:

	Estimated Value
	Tender Action Required

	Below £250 
	No quote required

	£250 up to£500
	Single oral quote

	£501 up to£2,500
	Minimum of three oral quotes

	£2,501 up to £15,000
	Minimum of three written quotes, based on a clear written specification of requirement

	£15,001 up to £50,000
	Normally minimum of 3 formal competitive tenders invited.

	£50,001 and over
	Normally 4 to 6 formal competitive tenders invited.


(See also Section 6 of this introductory pack)

Annex 4 gives details of publicity requirements.

Annex 5 deals with retention of documents and inventory of assets requirements.

Annex 6 explains the audit and monitoring requirements and deadlines.

Annex 7 describes the circumstances under which grant may be withheld or have to be repaid.

Annex 8 is a list of ineligible expenditure for ERDF projects.
4.
Electronic Claim Submission (ECS)

The ERDF Claim Form is completed via the Electronic Claim Submission (ECS).   The downloadable ECS files are available on the following website:

http://www.odpm.gov.uk/stellent/groups/odpm_urbanpolicy/documents/page/odpm_urbpol_609283.hcsp
After the ECS files have been downloaded, an Adobe file containing the ECS Training Pack can be opened, which contains training and help.  It is recommended that you familiarise yourself with the contents before completing the Electronic Claim Form.

Also after download, an icon will appear on your desktop, to open the ECS system.  When you have opened the ECS system you will also have ECS On-line Help, see opening screen below:
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5.
Apportionment Methods

Please note that any apportionment methodologies utilised must be explained in the project application and agreed with Government Office before the project is approved.  If you think that you will need to apportion costs which have not been explained in the project application, please contact you Liaison Officer at the GO to discuss.

Remember, please seek approval from the GO regarding your selected method of apportionment!

Apportioning project delivery staff salary costs
This apportionment technique is necessary for calculating the cost of staff who do not spend all their time on one project. It can be used for all staff, but it is shown here only for those staff who deliver the project.

Step 1: Calculate the number of days a full time member of staff will work in a whole year.  
Example

Working days are 5 days per week x 52 weeks per year

260

Less public holidays 







 - 9

Less annual leave 







-25

Total working days =







226 

Step 2 : Calculate the number of hours worked in a year:
Example

Total working hours per year are

226 days x 7 hrs per day = 1582 hrs per year

Step 3: Calculate the apportionment of the salary on the ERDF project:
Example

ERDF hours are:

20 hrs per week x 24 weeks (capacity building) 

480 hours

10 hrs per week x 3 weeks (community audit) 


  30 hours

Total ERDF hours






510 hours

The apportionment rate is

510 ERDF hours 
X 
100
 =
 32.24%

1582 total hours

Step 4

Calculate the salary cost for the ERDF project:

Example
Total salary cost is £19,976

Of which 32.24% can be charged to the ERDF project = £6,440.26.

OR – Work out an hourly rate.  Make a cost card for each employee involved on the project, whether this be directly in the role as an Advisor for example, or indirectly such as a manager who oversees the work of the unit.  This is the most appropriate method where hours spent on the project vary from week to week, as is most frequently the case

Example table 1:
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The hourly rate can then be multiplied by the number of hours recorded in the timesheet.

Note: 

· It may be more appropriate to make a monthly cost card, if for example the employee does not work such structured hours.

· You should review the cost card when working hours or salary costs change

· You must have source evidence to support the figures used in the cost card, e.g. payslips, contract of employment, Job description, timesheets.
Apportioning irregular non-project delivery staff salary costs

If a member of staff does not work directly on the delivery of the project and they are not contributing enough to justify the maintenance of time sheets (note- anybody appearing on claim sheets more than twice a year contributes enough to warrant time-sheets, or a Diary system which notes contribution and duration) you may consider using an alternative method of apportionment.  This can be based on the amount of the organisations time spent on the ERDF project as a percentage of their overall operational time.  This is best done on a monthly basis.

Their costs can be apportioned as demonstrated in the example below:

Notes:

· The table is in word format for display purposes, it will be most efficient to set it up in an excel sheet and save monthly versions (with out writing over previously used versions)

· The Calculation is aimed to give monthly figures which can then be used in conjunction with the example in table 3.

· An Hourly rate is also worked out to be used if the staff are able to maintain timesheets.

 Example 2
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Example: Table 3

To allocate the costs identified above

1. Calculate the number of hours worked by all the organisations delivery staff (e.g. capacity building workers, business support workers, consultants etc.) on an annual basis.  You should not include corporate services (Finance, HR, Cleaning and maintenance etc) as their relationship to delivery is too remote and they may also be an existing organisational cost irrespective of ERDF delivery

2. Arrive at a monthly average by dividing the annual figure by 12

3. On the basis of the time sheets for that month, place the hours allocated to ERDF against the monthly “Total”, for those staff who work full time on the project this will be the full monthly quota.

4. From the monthly totals work out the percentage of time spent of ERDF (as detailed in the table)

5. In the example below ERDF activity occupies this 48.18% of the organisations time.

	1 September 2005 - 30 September 2005
	 
	 

	Personnel
	Total hours worked
	monthly average
	hrs spent on ERDF

	CEO
	1695.00
	141.25
	9.00
	 

	manager Div 1
	1695.00
	141.25
	141.25
	Full time

	adviser 1
	1147.50
	95.63
	95.63
	Full time

	adviser 2
	1695.00
	141.25
	141.25
	Full time

	adviser 3
	1150.00
	95.83
	95.83
	Full time

	Manager Div 2
	1695.00
	141.25
	0.00
	 

	adviser 4
	1695.00
	141.25
	0.00
	 

	adviser 6
	1695.00
	141.25
	0.00
	 

	special adviser
	1100.00
	91.67
	50.00
	Part-time

	Funding officer
	1500.00
	125.00
	72.00
	Part-time

	 
	
	1255.63
	604.96
	 

	 
	
	
	
	 

	ERDF Allocation
	604.96/1255.63x100
	48.18
	%


6. As 48.18% of organisational activity for the month of September was in the delivery of ERDF, if the special adviser employed by the organisation, as detailed in table 2, had made a contribution to ERDF delivery 48.18% of their costs can be attributed to ERDF 
= 2815.10/100 x 48.18 = £1,356.31.

CAUTION: The use of time sheets is the standard means of demonstrating staff costs and this will be the evidence you will need to use on a general basis.  The secondary method is for exceptional use only.  Please consult the GO if you are unclear on which method is most appropriate for a given situation
The Apportionment of Overheads / Apportioning costs based on space or area used
Overheads are generally best calculated on the basis of the space used by the project and the amount of ERDF activity carried out. This apportionment technique is based upon costing a space for a period of time. There are many overheads which are best apportioned on the basis of space used. These include rent, rates, heating, power, building insurance, cleaning etc.  

There are 3 main factors to consider when allocating overheads based on space occupied:

1. How much of the building space for which rent is paid, does the ERDF project operate in?

2. For how many months of the year will the ERDF project be operating from these premises? E.g. If rent is paid annually, will the project be operating for the full 12 months

3. How much of the organisations time (in the space in question) is spent on ERDF activity? If the members of the project team included in the space allocation method are not all 100% based on the project this will need to be taken into account.

When working out a building’s total available space exclude general spaces such as corridors, toilets, canteens, general admin space, etc. The costs for these spaces will be split automatically by the apportionment technique.

Scenarios 

e.g. An Electricity bill of £300 for the month Jan- March 

a)
The space is solely allocated to the team who work on the ERDF Project, the project has been running for the entire time in question, the Organisation works solely on an ERDF project

1) 100% of space usage, therefore 100% of bill £300

2) The project was in operation for the entirety of the bills (100%) £300

3) The % of organisational activity allocated to ERDF is 100% = £300

For such an operation the whole of the bill would be allocated to ERDF

This is a rare scenario, it is more likely aspects of the following scenario will apply.  

b) The space is used by 2 teams, only one of which works on ERDF. The total meterage for the space is 42m Sq, the ERDF related team occupy 25 sq m.  The project has only been running since Feb 1st and ERDF only constitutes an average of 45% of the delivery teams activity during this time

1) SHARED SPACE: The area is occupied by both ERDF and non-ERDF workers on a square meterage basis the cost would be allocated as follows

ERDF related space    x 100 ( 25   x 100 = 59.5% occupied by ERDF

Total space


  42



At this point 59.5% of the bill is attributable to ERDF, £300/100x59.5 = £178.5


2) OPERATIONAL FOR PART OF THE TIME IN QUESTION: The project was actually only operating for two months of this period, therefore only 2/3rds are allowable. To calculate 2/3 of £178.5

2

3 = 0.6666,  

Multiply this by the currently know attributable portion of the bill  

£178.5 x 0.6666 = £118.99

3) NOT WHOLEY DEVOTED TO ERDF ACTIVITY: Whilst the project team may occupy this space for the given period of time, they were only working on ERDF for 45% of the time.

Therefore only 45% of the calculated sum can be attributed to ERDF

118.99   x 45 = £53.54

100

In total only £53.54 of the bill can be attributed to ERDF activity.

To further illustrate a common example of apportionment:

Where a project does not have sole use of a space for 100% of the time:

A room may be used for many purposes, the ERDF project may use it for a number of hours per week and for the rest of the time it is used for other activities. The method of apportionment is the same as that used in the “Shared Space” example given in point 2 above.  Only this time is more appropriate to allocate apportionment on the basis of an Hourly rate

Hours used by ERDF project 
x  100 = % of ERDF occupancy for room 

Total time space is available

Example

Cost of the room on a monthly basis

In this example the room is used for the hours in question only for ERDF activity.

An ERDF project runs in a room for 21 hours a week out of a possible 35 hours (the rest of the week the room is used for other activity). 

Total hours room is available = 35 per week

The project uses the room for 21 hours a week for 4 weeks in September

Apportionment =

21x4 x 100   = 
84 x 100 =  60%

35x4  


140

60% of “rent” paid on the room can be allocated to ERDF. Working out costs on a monthly basis is the most accurate way to apportion the costs, movements in the rooms usage can be easily accounted for.  Any associated bills should be allocated on the correct apportionment rate. 

If in a given month the project only delivered for 2 weeks of the four

21 x 2 x 100 = 
42  x 100 = 30%

35 x 4

140

If however an annual bill is paid for the room you will need to take into account the projects activity in relation to the whole year in question.

Using the same example above:

The room is available for 35 hrs a week x 50 weeks a year = 1750 hours a year

The ERDF Project will use the room for 21 hrs a week BUT for only 40 weeks of the year (x 40) = 840 hrs

840 x 100 = 48%

1750

If the space is rented for Generic purposes and other activities as well as ERDF are carried out during the ERDF allocated occupancy, this will also need to be accounted for as demonstrated in the (steps 1 and 3 in scenario B)

e.g. If in the above example only 60% of the space was used by ERDF

you would need to either 

1) Work out 48% of the cost then allocate 60% of the cost –

e.g. Annual bill for the room = £13,000.  The room is used by the organisation for various functions.  The ERDF project will use the room for 48% of its available time

13,000  x 48 =£6,240


100


Only 60% of the space is used by the ERDF project in this time, the other space is utilised for non-ERDF related activity

6,240  x 60 =£3,744 of the cost is attributable to ERDF

100

2) Use the overall % rate by multiplying % of usage (48%) by the % of space occupancy (60%) 48x60 / 100 =28.8%

-(  £13,000 x 28.8 = £3,744



 100

Note: If the room is owned by the Organisation managing the project, notional rent cannot be claimed as this is not an actual additional expense to the organisation. Additional costs associated with the space, such as heating, electricity etc. may be apportioned as above.
If you are unclear about how to apportion costs please make this know to your PLO at the GO, they will be able to assist you and make sure you get it right.

6.
Tendering and Procurement

Details on procurement are in the offer letter (Annex3 section 3).  The offer letter states that there are certain requirements you must adhere to when buying services costing in excess of £250, the requirements increase in line with the value of the purchase.  The conditions of the offer letter must be adhered to as well as any applicable EU requirements.  If a preferred suppliers list is in operation, this can only be used in line with tendering and procurement rules, it should not be used with out tendering from within the list.
Public Sector

If you  your organisation is classified as “public sector” you will need to comply with community policies on competition and the award of public contracts.  The relevant Directives are addressed in the offer letter.  By way of summary please note the points below:

· As a guide, the threshold for advertising a contract for Services or Supplies in the Official journal of the EU begins at £99,695 (research and development services begin at £129,462) . If the contract falls under the Works Directive it would be £3,834,411 

Please see annex 9 for further details on procurement thresholds.

· A negotiated process may be used only if rather complex conditions can be satisfied

The “Open Procedure” requires that you must, on request send tender documents to every interested party who responds to your advert and allow them to submit a tender.

The “Restricted Procedure” means that you have the right to select from the parties who responded to your advert, those that you wish to progress to invite to tender.  The minimum you may invite is five

The “Negotiated Procedure” allows you to negotiate a contract with one or more providers without following the normal rules on competition.  There are complex conditions which may allow this process:

You may use the Negotiated Procedure with prior publication of a Contract Notice:
· Where the nature of the Works or Service to be provided, or the risk involved, is such as not to permit prior overall pricing. 

· Where the nature of the Services to be provided is such that contract specifications cannot be established with sufficient precision to permit the use of the open or restricted procedure.

· Where the Works are carried out for research, experiment or development, but not when this is to establish their commercial viability or to recover their research and development costs. 
You may use the Negotiated Procedure without prior publication of a Contract Notice:
· When the procedure leading to the award of a contract using the Open or Restricted Procedures was discontinued because of irregular tenders and/or failure to satisfy minimum financial, economic and technical criteria (but only if all original tenderers are given an opportunity to negotiate and the original terms of the contract are not substantially altered).  

· When the Open or Restricted Procedures have produced no tenders and the original terms of the contract are not substantially altered. 

· If, for technical or artistic reasons or for reasons connected with the protection of exclusive rights, you can only get the Services, Works or Supplies from one source, (in other words, single tender action).

· If, for reasons of extreme and genuine urgency caused by circumstances unforeseeable by, and not attributable to, the Contracting Authority, you cannot meet the normal advertising timescales. 

· When additional Supplies, Works or Services have become necessary and where a change of provider would result in material incompatibility or technical difficulties. For Services and Works the value of the additional work must not exceed 50 per cent of the value of the original contract. For Supplies the overall term of the contract should not exceed three years except where this is unavoidable. When you wish to obtain further Supplies, Services or Works from the original contractor, this may be permitted under the Negotiated Procedure in certain circumstances.  

· Supplies for research, experiment, study or development, but not when this is to establish their commercial viability or to recover their research and development costs. 

· When, following a design contest, the winner is awarded a Services contract. 

The GO will assess whether the conditions have been met to negate the standard procurement process, therefore you should consult with your PLO before forgoing the Open Procedure.

Public and Private Sector

Even if you are not in the Public sector you are still expected to fair and open practices, including competitive tendering when letting contracts which will be claimed for in part through Structural Funds.  Also, private sector organisations letting any contracts covering civil engineering, hospitals, sports Facilities, recreation and leisure facilities in excess of €5 million, for which 51% or more of the costs are funded by a public body, must also meet the EC procurement rules.

Where a contract does not fall under EC procurement rules you are still required to follow the conditions as laid out in annex 3, section 3.3 of the offer letter detailing Tender Action required

7. Depreciation

The method for calculating depreciation must be in line with your organisations accounting policy. Claims should be based on the real costs of your owned equipment. There are different methods for calculating depreciation. The most common of these are the straight line and reducing balance methods.

Straight line method of depreciation

The straight line method of depreciation is calculated by dividing the cost of the asset (minus any residual value) by the length of time over which it will be depreciated. For straight line depreciation, it is normally expected that the minimum number of years over which an item can be depreciated is three years. This method of depreciation results in a fixed rate of depreciation which is the same amount in the first year as it is in the last.

The formula is:

Original cost – residual value 
x 
use

Length of depreciation

Example

· The ERDF project uses a computer that was bought a year ago for £5,000. 

· It is being depreciated over three years and at the end of that time it is expected to have a residual value of £500. 

· The project uses the computer for two days a week over twenty six weeks. NB Three years is 156 weeks.

The straight line depreciation calculation is:

£5,000 - £500 
 x 
2/5 (2 days out of 5) x 26 wks use 

  156 wks

28.85


x
0.4 x 

26

= £300 per annum chargeable to the ERDF project.

Reducing balance method of depreciation
The reducing balance method of depreciation is calculated by applying a fixed percentage to the written down value of the asset. In the year in which the asset is purchased the percentage is applied to the original cost. In successive periods the percentage is applied to the assets written down value.  This method of depreciation results in a different rate of depreciation for each year.
8.
Notifying Significant Changes

What to do when things don’t go according to plan………

No matter how well a project is planned and managed, there may still be unforeseen circumstances that prevent the project from running exactly in the way described in the original application.    Or there may be a very good reason for pro-actively changing how you deliver the project - for example, in response to feedback from the project’s beneficiaries.  

Some changes to projects may be relatively minor.   Where a change to a project is considered to be “significant”, though, it is essential that you inform the European Secretariat at Government Office, and get their approval to make the change.   This is because your Offer Letter is a contract between you (as the applicant) and the Programme Secretariat, and any changes to that contract must be notified and agreed in writing.  

As long as the changes are reasonable, the project is still delivering eligible activity, and it still represents value for money, obtaining approval for changes is not usually a problem.  However, if you go ahead anyway and make a significant change WITHOUT getting the agreement of the Secretariat, you risk losing your ERDF grant for that project. 

The changes described on the following pages are considered to be significant – BUT this list is not exhaustive, and if you think a change in your project may be significant, check it out with the Secretariat first.  

Significant Changes

· Change of project ownership, control or final beneficiaries.

· Change to the nature or purpose of the project.

· Change of expenditure category.

· Virement of more than 10% of category cost between individual categories of expenditure.

· Virement of any costs between capital and revenue costs.

· Change in the agreed expenditure for fees, management, administration or purchase of land.

· Any change in the agreed annual profile of expenditure for the project as a whole involving a reduction of more than 10% of the forecast expenditure in any year.

· Any change involving a reduction in the amount or proportion of public sector funding for the project.

· Any change involving the split of funding sources between actual and in-kind.

· Any reduction in the agreed quantifiable targets

· Any change in the agreed annual profile for the quantifiable targets involving a reduction of more than 10% in the agreed targets for any year.

· Virement of more than 10% of project financing between funding sources (not including ERDF grant, as this may not be vired).

· Change of more than 10% to quantifiable targets – though if your outputs have gone up this is clearly a good thing!

· Any change to the expected physical or financial completion dates.

· Irregularities or fraud detected/suspected.

For large scale projects, changes of less than 10% may be considered significant. If you are in any doubt as to whether a change is significant or not, ask Government Office!

9.
Publicity Requirements

Information and publicity

All projects in receipt of European funds are required to publicise the fact that they have been assisted by an EU Programme.  This is a very important requirement and the significance attached to the need to advertise ERDF involvement should not be underestimated!  Failure to adequately advertise the project may have an adverse effect on the continued funding of the project and monies already provided may be reclaimed.

The means of promoting ERDF involvement will depend on the type of project, but Commission advice is as follows:

Billboards

Billboards shall be erected on the sites of projects involved in part-financed infrastructure investments whose whole volume exceeds 3 million EURO.  Such billboards shall include a space reserved for the indication of the European Union's contribution.

Billboards must be of a size which is appropriate to the scale of the operation.

The section of the billboard reserved for the Community contribution must meet the following criteria:

· it shall take up at least 25% of the total area of the billboard;

· it shall bear the standardised Community emblem and the following text; to be set out as shown below:

	[image: image5.png]




	PROJECT PART-FINANCED BY THE EUROPEAN UNION


· the emblem shall be presented in accordance with the current specifications;

· the lettering used to indicate financial contribution of the European Union must be at least the same size as the lettering for the national indications, although the typeface may be different;

· The fund concerned may be mentioned.

Where the competent authorities do not erect a billboard announcing their own involvement in the financing of a project, the assistance from the European Union shall be announced on a billboard specifically for that purpose.  In such cases, the above provisions shall apply by analogy.

Billboards shall be removed not later than six months after completion of the work and replaced by a commemorative plaque.

Commemorative plaques

Permanent commemorative plaques shall be placed at sites accessible to the general public (congress centres, airports, stations, etc) which represent projects part-financed by Structural Funds.  In addition to the Community emblem, such plaques must indicate the Community's contribution and may mention the Fund concerned 

In the case of physical investments in commercial business premises, commemorative plaques shall be installed for a period of one year.

If a component authority or final beneficiary decides to erect billboards or commemorative plaques, produce publications or undertake any other information measure regarding projects whose total value is less than €500,000 in the case of operations part-financed by the FIFG, or €3 million in the case of all other operations, the Community contribution shall likewise be indicated.

Posters

In order to inform beneficiaries and the general public of the role played by the European Union in the development of human resources, vocational training and employment, investment in firms and rural development, the managing authorities shall display posters indicating the Union's contribution and possibly the Fund concerned.  These must be displayed on premises of bodies implementing or benefiting from measures financed by the Structural Funds (employment agencies, vocational training centres, chambers of commerce and industry, chambers of agriculture, regional development agencies, etc.).

Notification to Beneficiaries

All notifications of aid to beneficiaries sent by the competent authorities shall mention the fact of part-financing by the European Union and may state the amount of percentage funded by the Community instrument concerned.  You should make sure that you have provisions in place to inform beneficiaries that the project in question benefits from the ERDF.

Information and Communication Material
Publications (such as booklets, leaflets and newsletters) about regional assistance, or a specific ERDF project, part-financed by the Structural Funds shall contain a clear indication on the title page of the European Union's participation and where appropriate, that of the Fund concerned as well as the Community emblem if the national or regional emblem is also used.

Publications shall include references to the body responsible for the information content and to the managing authority (ODPM for ERDF) designated to implement the assistance package in question. 

In the case of information made available by electronic means (websites, databases for potential beneficiaries) or as audio visual material, the principles set out above shall apply by analogy.  In drawing up the communications action plan, due regard must be had to new technologies which permit the rapid and efficient distribution of information and facilitate a dialogue with the general public. 

Websites concerning the Structural Funds should mention the contribution of the European Union and the ERDF logo, at least on the homepage.

Information Events

The organisers of information events such as conferences, seminars, fairs and exhibitions in connection with the implementation of operations part-financed by the Structural Funds shall make the Community contribution to these assistance packages explicit by displaying the European flag in meeting rooms and using the Community emblem on documents.

The Commissions in the member states shall assist, as necessary, in the preparation and implementation of such events. If you are planning such an event please contact your PLO should you have any queries regarding publicity material.

Correctly reproducing the European logo

Information regarding the correct reproduction of the European logo is available at the following web address: -

http://www.europa.eu.int/abc/symbols/emblem/index_en.htm
10.
Definitions of Outputs and Results

In signing an ERDF Offer Letter, a project is contracting to deliver certain outputs and results in return for an ERDF grant.  Projects receiving funding under the Objective 2 programme must deliver the specific outputs and results described under the Single Programming Document (SPD), in accordance with the particular Priority and Measure that they are funded under.  Of course, some projects may have other benefits besides the ones set out in the SPD, but it is the SPD outputs and results that must be monitored and reported on in order to satisfy the funding criteria.

This guide provides a definition of the outputs and results described in the SPD and in the Programme Complement.

What is an Output?

An output represents project activity – it is in effect what the project is “buying” with its funding. Eg. 30 unemployed people trained, 20 businesses assisted.

What is a Result?
A result is the immediate effect of the output, eg. the result of 30 unemployed people being trained is that 20 of those unemployed people have gone into a job.

Definitions of Outputs

SME = Small and Medium-Sized Enterprises  - defined as those companies with fewer than 250 employees and have either an annual turnover of up to euro40m  (£24.8m) or an annual balance sheet total up to €27m (£16.74m).  In addition, SMEs must not be more than 25% owned by one or more non-SME company (except public investment corporations, venture capital companies and institutional investors which do not exercise control).

In seeking value for money in business support, funding is directed to businesses that improve the productive investment of the region and do not compete against each other locally; otherwise the net benefit to business in the area is nil. Therefore, businesses that provide local services and serve individuals’ needs are normally considered ineligible for Structural Funds support. These include, for example, shops and other retail activities such as hairdressers, restaurants, domestic window cleaners, repairers of personal goods and vehicles (unless predominantly serving a non-local market); schools; hospitals; doctors; care homes.

SMEs eligible for support would normally include those with productive capacity (eg. manufacturers) and those that are, for the most part, providing business services to a non-local market (e.g. corporate law, commercial architecture etc). 

Social economy enterprises - SMEs run for a social objective rather than for the sake of profits to be distributed to shareholders. They need to provide clear evidence of a move away from grant dependency within the period of the Programme.  Social economy organisations will need to demonstrate that they are legally constituted under the Companies Act or equivalent and that they are established as a 'not for profit' distribution company/organisation.

DEFINITIONS OF CORE INDICATORS

The Review of Quantification recommended that the number and scope of indicators used by the Programme be reduced.  The following definitions relate to the full scope of indicators to be used when the Programme is evaluated.  In cases where indicators have been removed or re-named, this is clearly flagged up.  Sponsors with existing projects should contact the Secretariat if they wish to adopt the revised terms, otherwise the Secretariat will undertake the 'conversion' at collection stage.

OUTPUT INDICATORS
	Definition
	Notes relating to mid-term revisions

	number of SMEs assisted - is defined as existing SMEs receiving 2 days or more of consultancy support or the equivalent of 1,200 Euros.   
	Reduced from 5 days assistance or 2,000 Euros.

	
	

	number of SMEs receiving financial support - covers SMEs receiving loans, equity investment and grants. SMEs recorded as receiving financial support should not also be recorded as an SME receiving assistance, as this will lead to double-counting.
	

	
	

	number of SMEs receiving support to introduce environmental technologies – covers SMEs receiving loans, equity investment and grants to introduce environmental technology (waste, pollution and energy management) into its business or develop eco-products, except where the grants are for consultancy support. SMEs recorded as receiving financial support should not also be recorded as an SME receiving assistance, as this will lead to double-counting.
	This indicator no longer used – merged with number of SMEs receiving financial support.

	
	

	number of SMEs assisted to make use of e-business – is defined as existing SMEs receiving 2 days or more of consultancy support or the equivalent of 1,200 Euros if the project is solely related to electronic-business. If an SME receives assistance on the use of e-business as part of a general business support package (e.g. also including business planning, marketing etc) it can be counted under this heading as well as under the general “SMEs assisted”.
	Reduced from 5 days assistance or 2,000 Euros.

	
	

	number of start up businesses assisted - is defined as SMEs, under 36 months old since the commencement of trading, receiving 5 days or more of consultancy support or the equivalent of 2,000 Euros. 
	No longer used – merged with number of SMEs assisted.  

	
	

	number of start up businesses receiving financial support - is defined as SMEs under 36 months old since the commencement of trading, receiving loans, equity investment and grants. Start up businesses recorded as receiving financial support should not also be recorded as start up businesses receiving assistance, as this will lead to double-counting.
	This indicator no longer used – merged with number of SMEs receiving financial support .

	
	

	number of start up businesses assisted to make use of e-business – is defined as SMEs, under 36 months old since the commencement of trading, receiving 5 days or more of consultancy support or the equivalent of 2,000 Euros if the project is solely related to electronic-business. If an SME receives assistance on the use of e-business as part of a general business support package (e.g. also including business planning, marketing etc) it can be counted under this heading as well as under the general “SMEs assisted”.
	No longer used – merged with number of SMEs assisted to make use of e-business. 

	
	

	number of start up businesses receiving financial support to introduce environmental technologies – covers SMEs, under 36 months old since the commencement of trading, receiving loans, equity investment and grants to introduce environmental technology (waste, pollution and energy management) into its business or develop eco-products, except where the grants are for consultancy support. SMEs recorded as receiving financial support should not also be recorded as a start up business receiving assistance, as this will lead to double-counting.
	This indicator no longer used – merged with number of SMEs receiving financial support.

	
	

	number of unemployed people trained -  is a count of activity for this group. 
	No longer expressed as full time equivalents and subject to thresholds.

	
	

	Number of women trained – is a count of the number of beneficiaries of a project who are female.  Beneficiaries can be counted twice – eg once as an unemployed person and once as a women.
	

	
	

	number of companies helped with training – is a count of SMEs receiving support for training programmes for their employees.
	No longer used.

	
	

	number of trainers trained – a count of beneficiaries trained to provide training to others.
	Not subject to thresholds.

	
	

	number of capacity building training projects  – The aim of such training will be to increase the capacity of individuals and groups to influence decisions and participate in the regeneration of their communities.  The assistance should lead either to the group assisted being able to engage with a further piece of regeneration activity or to the group being formally constituted.
	It was assumed that each organisation assisted under Priority 3 would have at least one such project.   This has proven over-ambitious and the target reduced accordingly.

	
	

	area of land developed - is the number of hectares of land that will be taken to the point where accommodation can be provided on site i.e. available for development.
	

	
	

	area of derelict or contaminated land developed - is the number of hectares of brownfield land or contaminated land brought back into potential economic use on which accommodation can be provided on site. 
	

	
	

	area of premises provided using ERDF on land already developed - is the area of new or upgraded floor space provided for SMEs, community organisations or other ERDF eligible uses such as tourist facilities.  It must be measured in square metres. If built on land previously developed it is classed as an “output”. If it is built using ERDF and on land developed using ERDF in Objective 2 2000-2006 it is classed as a “result”. If it is provided without ERDF on land developed using ERDF in Objective 2 2000-2006 it is classed as an “impact”.
	Revised from 'business space provided' to account for different end uses of buildings supported.

	
	

	number of organisations assisted – this relates to activity within Priority 3. The average level of intensity of support should be £11,000.  It is not enough to record the attendance of a number of organisations at a seminar. They should expect to receive individual and direct guidance leading to a clear, recorded outcome. Organisations should be assisted to carry out one of the eligible actions in Priority 3 or to be placed on a path whereby they can carry them out in the future (in the lifetime of the programme).
	Level of intensity has not been reduced.

	
	

	number of ICT initiatives assisted – this relates to activity within Priority 3. The assistance can be projects that open up the Information Society for excluded groups and help exploit its wealth and job creation potential. It should have a certain intensity and has been quantified on the basis on an average total cost per initiative of £50,000.  It is not enough to record the attendance of a number of organisations at a seminar. They should expect to receive individual and direct guidance leading to a clear, recorded outcome.
	

	
	

	number of transport initiatives assisted – this relates to activity within Priority 3 and is a count of the number of projects which involve community liaison to identify barriers preventing the efficient and effective use of public and community transport for the purposes of re-engagement and also exploiting new job slots available in improved community transport access and information.  The average level of support has been estimated at £200,000 per assist.
	Due to low take up the average cost per assist has been increased from £50,000.

	
	

	number of environmental initiatives assisted – this relates to activity within Priority 3 which involves environmental and conservation projects where these lead to community re-engagement and can exploit the wealth and job creation potential of environmental actions and businesses.  The intensity has been calculated at an average £50,000 per assist.   It is not enough to record the attendance of a number of organisations at a seminar. They should expect to receive individual and direct guidance leading to a clear, recorded outcome.
	This output has been vastly over reported to date  - the intensity of support should be respected.

	
	

	number of networks assisted – this relates to activity within Priority 3 which involves projects that help networking, best practice exchange and communication between groups and supply chain and sourcing actions and support for community enterprises.  Average support has been estimated at £50,000 per network. It is not enough to record the attendance of a number of organisations at a seminar. They should expect to receive individual and direct guidance leading to a clear, recorded outcome.
	


RESULT INDICATORS
	Definition
	Notes relating to mid-term revisions

	increased business sales - is equivalent to the new sales generated by projects for participants. This can be measured as the annual level of sales in assisted SMEs by the end of the project period minus the baseline level prior to intervention. Where the project activity concentrates on start up SMEs the gross annual sales outcome can be measured as total annual sales at the end of the project period. This should be stated in £s, in current prices, and exclude VAT.
	

	
	

	gross new jobs created - a job can be counted as a gross direct new job if it is expected to be permanent, that is it is expected to last beyond the lifetime of the project (ie it is sustainable).  

Temporary jobs, eg for construction, can contribute towards the target.  Assuming that a FTE permanent job lasts for 10 years, one year's temporary employment equates to one tenth of a new FTE job.

Continuation projects can only count as new any jobs that did not exist in the previous project (ie increases in head count).  


	

	
	

	SME Investment in R&D - is the amount of money invested by SMEs as a result of support provided by Structural Funds in new product/service/process development up to the stage where the new product is launched (that is it excludes marketing costs). This should be measured in £s in current prices.
	No longer used – too difficult to capture.  Now measured as a net  impact at Measure level.

	
	

	number of people achieving positive outcomes on leaving -  can be counted if on completion of training a beneficiary is assessed to have achieved a level of skill or competence higher than that assessed on enrolment.  Employment and/or qualifications can also be counted towards this target, even if they are also being counted towards other results.
	

	number of start up businesses surviving beyond 18 months - is the count of start up SMEs assisted which are still in business 18 months after the start date of trading. It is recognised that for some projects it will be difficult to count these results within the life of the project, particularly if the 18 month survival period falls after the completion date for the project. It is suggested that when a project submits its final claim and report it should report on those SMEs that have survived 18 months and the progress of those that have not yet survived that long. In the interests of monitoring and programme evaluation, projects would be expected to keep details of the SMEs they had helped even after the completion date of the project. (The Offer Letter states that records should be kept until three years after the European Commission has made the final payment for the whole Objective 2 programme to the Government Office.)
	No longer used – combined with number of assisted SMEs  surviving beyond 18 months

	
	

	number of assisted SMEs surviving beyond 18 months - is the count of SMEs assisted which are still in business 18 months after the start date of trading. It is recognised that for some projects it will be difficult to count these results within the life of the project, particularly if the 18 month survival period falls after the completion date for the project. It is suggested that when a project submits its final claim and report it should report on those SMEs that have survived 18 months and the progress of those that have not yet survived that long. In the interests of monitoring and programme evaluation, projects would be expected to keep details of the SMEs they had helped even after the completion date of the project. (The Offer Letter states that records should be kept until three years after the European Commission has made the final payment for the whole Objective 2 programme to the Government Office.)
	

	area of premises provided using ERDF on land developed using ERDF  - is the area of new or upgraded floor space provided for SMEs,  community organisations or other ERDF eligible purposes such as tourist attractions.  It must  be measured in square metres. On land previously developed it is classed as an “output”. If it is for projects using ERDF and on land developed using ERDF in Objective 2 2000-2006 it is classed as a “result”. If it is provided without ERDF on land developed using ERDF in Objective 2 2000-2006 it is classed as an “impact”.
	Premises used instead of business space.

	
	

	number of gross jobs accommodated – is the number of people employed by businesses that move into newly built or refurbished accommodation (see “area of premises provided” above). These are likely to be jobs that already existed within those businesses. Any jobs newly created as a result of the move should be counted as “gross new jobs created”. 
	

	
	

	number of people accessing ICT – this relates to activity within Priority 3. It is the number of people who directly benefit from projects that contribute towards the “ICT initiatives assisted” output above. They should benefit from a certain intensity of support (on average 1,000 people might be expected to benefit from £1m total assistance). It should not be a count of advice given in a telephone call etc
	Reduced level of intensity of support from 200 per £1m.

	
	

	CED residents into employment - is the number of gross jobs accessed by CED residents. This should be measured in terms of FTEs.
	

	
	


IMPACT INDICATORS
	Definition
	Notes relating to mid-term revisions

	net new jobs created - is the new jobs resulting from Structural Fund interventions. It can be measured as gross direct new jobs, minus the effects of deadweight and displacement, plus multiplier effects. This must be expressed in full time equivalents.
	

	
	

	net additional value added - is the new value added resulting from Structural Fund interventions. It can be measured as gross direct new value added, minus the effects of deadweight and displacement, plus multiplier effects. This must be expressed in £s.
	

	
	

	area of premises provided without support on land developed using ERDF  - is the area of new or upgraded floor space provided for SMEs,  community organisations or other ERDF eligible activity eg tourist facilities.  It must be measured in square metres. On land previously developed it is classed as an “output”. If it is for projects using ERDF and on land developed using ERDF in Objective 2 2000-2006 it is classed as a “result”. If it is provided without ERDF on land developed using ERDF in Objective 2 2000-2006 it is classed as an “impact”.
	

	
	

	net assisted start ups surviving beyond 18 months – is the count of start up SMEs assisted which are still in business 18 months after the start date of trading minus the effects of deadweight and displacement, plus multiplier effects.
	No longer used.

	
	

	net new VAT registrations – this is the net number of new start-ups surviving beyond 18 months that have a large enough turnover to need to be registered for VAT.
	

	
	

	net start up businesses assisted to make use of e-business – is the number of start up businesses assisted to make use of e-business minus the effects of deadweight and displacement, plus multiplier effects.
	No longer used.

	
	

	net additional SME Research and Development spend – is the additional amount of funds spent on research and development by SMEs that have received assistance from ERDF funded innovation support projects.
	

	
	

	net jobs accommodated – is the number of people employed by businesses that move into newly built or refurbished accommodation minus the effects of deadweight and displacement, plus multiplier effects.
	

	
	

	net SMEs assisted to make use of e-business – is the number of SMEs assisted to make use of e-business minus the effects of deadweight and displacement, plus multiplier effects.
	No longer used.

	
	

	net CED residents in employment 2 years after support – is the number of gross jobs accessed by CED residents minus the effects of deadweight and displacement, plus multiplier effects. This should be measured in terms of FTEs.
	


Please ensure you are clear on the meaning of these definitions, if in doubt speak to your PLO.  Remember, you will need to be able to evidence your claims with supporting material.

11.
Monitoring ERDF Projects
Your role and Ours

Just as you are required to monitor the outcomes and achievements of your project, the GO is required to monitor the performance of projects across the Programme, both in terms of spend and achievement but also in terms of compliance with EC requirements and the associated offer letter.

In order to ensure both parties meet our obligations we need to be clear on why, what and how we are monitoring.

Why do we need to monitor projects?

1. It is the core of good project management.

· In order to assess performance you must be able to gage progress 
· It is an essential component of project control – in order to keep the project on profile you must make efforts to control the direction of the delivery
· It may identify strengths and weaknesses which can be improved or built upon. 

· Monitoring means you are collecting data and producing it into useful information, which can be used in the following ways:

- to compile interim reports

- to measure actual results against targets and act accordingly

- to learn from the project, which will help with the planning and management of future projects.

2. You have to be able to prove you did what you claim to have done

· You will be unable to submit claims if you do not know what you have achieved.  You will need to have evidence to support the claims you have made.  If information given cannot be substantiated then payments may not be made.

3. You need to know you are keeping to the approved application

· Staff, organisational structures or objectives may change. 

· The person submitting the bid may not manage the project, and the result may be that the project which is delivered is different to the project outlined in the original application. This could make the project ineligible and could result in a claw back.

4. You need to inform the GO of any significant change

· Any change must be agreed in writing before it is implemented.

· In the Offer Letter expenditure will be listed under headings. If one heading is overspending inform the GO and get agreement in writing.

5. Monitoring systems can assist communication within organisations and between partners

· It will probably mean you have to work closely with other parts of the organisation that you wouldn't work with under normal circumstances such as the finance department.

· One person centrally will collate all the information collected by the mini projects.

· Each mini project will have its own admin support.

· You may also have to work closely with partners, whose activity needs to be monitored. You will have to make it clear what their role in the project is, and how that translates into planned work tasks. This will involve setting up a system to monitor, or they may not carry out the tasks, or may do something completely different, or they may incur costs, which are ineligible and cannot be claimed back.

6. It is an EU requirement that you monitor projects – GO monitoring requirements

· The GO must be able to provide assurances to the Managing Authority and the EC that adequate control systems are in place (Article 4 428/2001).  This is done in various ways, one of which is through Monitoring visits.  The GO secretariat may visit any project it wishes, and will endeavour to visit as many projects as it can.  All projects will be submitted to at least one site visit.  An initial visit is carried out to introduce the project to ERDF requirements and get to know the project will be carried out on all projects.  The second kind of monitoring visit is a more in depth visit which aims to verify the information provided in the claims.

· Audit – There are varying audits to which a project may be subjected.  The GO has its own audit team who carry out audits as required by Article 10 or Regulation 438/2001.  This requires the inspection of funds claimed to a more detailed level than done in the monitoring work, they will check claimed expenditure to source documentation and outputs, as well as compliance with other requirements such as the publicity and procurement requirements.  This is generally done on a sample basis though a project may be visited on the basis of poor monitoring findings.

· There is also the possibility that you will be selected to be audited by the Commission or the European Court of Auditors.  These bodies pick a sample of projects and scrutinise the books, check calculations and supporting information.

· Between the GO Inspection team level and the European level is the Government Office Audit Team who are a cross departmental team who may also need to verify your records

· You may also have Internal and external auditors of your own.  

· You will certainly require and external audit certificate before the final claim can be paid if your project receives over £20,000 (private sector) or £50,000 (Public sector) of grant. 

· If your project receives £250,000 or more you will be required to produce an audit certificate on an annual basis.

You should always work on the assumption that you will receive a visit to make sure that you are prepared should you be selected

· ERDF is claimed quarterly in arrears, although special arrangements can be made with the GO to do monthly or six monthly claims.

· A final report or interim report may be required to accompany the quarterly claims; the Offer Letter will specify these conditions.

· At the end of the project 10% of the project costs will be held back on the basis of outputs being delivered.

What is a monitoring system?

The monitoring system comprises:

1. The use of key baseline working documents.  You will need a basis on which to monitor against.  Your baseline documents should be based upon the objectives of the project, the desired outcomes and the projected spend of the project.

· For each objective of the project you must ask yourself how it can be quantified and how it can be measured and recorded – How, when and by whom

· You should have a baseline plan for achieving your outcomes – again consider how will this be monitored – what are you monitoring, how will it be monitored, who will monitor them and how will you act on your findings? Remembering part of the purpose of monitoring is to enable you to act on your findings before it is too late!

· Underpinning your delivery should be a financial profile – this will in most cases be linked to outputs.  Where such a link exists remember to look for the expected relationship between the two.  Think about how you will record spend, who will be responsible for monitoring spend and how often it will be reviewed

· All baseline plans should be time bound, that is they should operate on a timescale conducive with the offer letter
· Good project management should encompass the “Iron Triangle” of 
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2. The record-keeping system set up to record the data that provides information for interim and final reports and project evaluation.

Examples include:

· A project specification that demonstrates the need for the project and details the aims and specific objectives of the project, as detailed above.

· Conference programmes, participants/beneficiary details, materials and reports.

· Time records of staff working on the project, detailing their activity.

3. The project's financial records are spreadsheets and schedules detailing expenditure and income relating to the project. They are the basis of the financial claims made to the GO.  The costs incurred in the delivery of ERDF, or charged to ERDF indirectly must be identifiable, therefore a separate cost code may be appropriate.  They must be linked to the organisation's main financial records in order to provide the audit trail, and be backed up by source documentation (invoices, travel expense claims, and remittance notes for income).

Examples include:

· Schedule of the project's direct costs, showing the amount claimed, with links to the organisation's main books of accounts and to actual paid invoices, petty cash vouchers, travel expense claims etc.

· Calculation showing how apportionment of staff time and overheads was calculated, linked to the source documentation that backs this up, such as staff time sheets, or total student hours within the organisation.

· Working papers that show calculations of the gross salary costs before apportionment - the source documentation for this would be names and responsibilities of project staff plus payroll records.

· Working papers that show calculations of the overhead costs before application of the apportionment - the source documentation for this would be the set of audited financial statements for the financial year that ended during the project period plus the management accounts up to the end of the project period.

4. The non-financial records need to be designed in such a way that they collect all relevant data required to prove activity and eligibility of activity.

· These records must be coherent, with links between the records.

· They should have supporting information to show when and how the information was gathered – they should link to other documents such as registration forms.

· Source documentation and working papers must support all final claims or final reports. 

Collecting monitoring information 

No single monitoring system is suitable for all projects.

You will need to design a system based on the type of project and its funding sources.

Once you have designed a monitoring system for a particular type of project, then the system designed can generally be used for all projects of this type.

The basic structure of your system

Start by dividing the project into separate and coherent sections according to requirements for reporting or recording.

You will need separate systems for internal and external monitoring. External monitoring may involve the monitoring of partners, whose roles and responsibilities, activities, and organisational systems may be very different from your own. 

It is strongly advised for a contract to be drawn up between the main sponsor and the mini project deliverers, detailing expenditure, outputs etc.

Uncertain of how to structure your project management system? Begin by brainstorming the project requirements. As a starting point:

1. You may wish to start with a work breakdown structure where you divide up the various delivery aspects of the project according to objectives.  

2. Consider the baseline documents discussed above, how do they fit into the breakdown structure?

3. Consider your staffing/delivery structure, how will responsibilities be delegated and who will “own” the baseline documents? This may involve partnership working, how will their performance be fed into the “main” body and how will it be monitored and verified? Secondly, how will staff costs be managed?

4. How will work be co-ordinated?  How will spend be managed and monitored? How will match funding be managed?

5. Think about indirect delivery items such as Publicity and evaluation – who will oversee these aspects?

Once you have the framework go back and consider the following further:

1. Project activity

· details of performance indicators selected 

agree milestones in relation to output delivery in advance and add to contract 

· records of publicity activities and materials, job adverts etc.

· evaluation and dissemination plans

2. Staffing details

· Names and roles of project staff, identifying internal and external staff.

If appointing staff solely for the project it is straight forward, as the whole job is in the project.

· Basis of apportionment for internal staff costs.

If part of someone's time is donated to the project you must keep time sheets with hourly rates justified (office costs can be included), and details of activity.

· Basis for determining the costs of any external staff or brought-in specialists.

· Volunteers can sometimes be beneficiaries as well as match funding in-kind.   Be careful – volunteer time is NOT eligible as match funding in Priority 3! 

Their value depends on their level of skill. If unskilled cost them at minimum wage level, if semi-skilled at the appropriate rate.

3. Finance - income

· Details of co-financing arrangements, including evidence of their eligibility, and an account of the split between 'in cash' and 'in kind'.

· Identifiable records of all co-financing and other income.

4. Finance - costs

· Records of costs - with project costs clearly separated from those of the organisation's other activities.

· Evidence of eligibility of costs.

· Details of methods used to apportion shared costs.

· Details of the basis for determining overhead costs.

Eligibility

An essential aspect of monitoring is to do with eligibility, which must be proved. Eligibility can be of activity, beneficiaries, co-financing, and types and times of expenditure.

Details of eligibility are listed in the Guidance notes.

Activity

· Activity must be eligible as laid down in SPD eg training is not eligible under ERDF.

· Under Objective 2 ultimate aim of project must be about job creation.

Beneficiaries

· Beneficiaries must live or work in the Objective 2 boundary.  There maybe tools available to assist you in checking the eligibility of an area, ask your GO for advice.

Co-financing

· The same identified amount of co-financing must not be used to co-finance more than one project.

Expenditure



· A list of eligible expenditure is enclosed.

· Finance costs, such as bank charges, overdraft and loan interests are ineligible.

· You must keep records and supporting documentation of all project costs not just ERDF.

· Expenditure must take place in the right timescales, ie ERDF projects approved in 2003 must complete all spending before 31 December 2005.

· You must not make a profit from ERDF, so costs and income must match.

12.
Cross cutting themes

At some point, either when you were writing your application or during the appraisal process, you will have agreed some targets for cross-cutting themes or Horizontal Priorities. These cover equal opportunities, environmental sustainability and supporting Europe.

They form part of the SPD and therefore commit the Region to monitoring change under those headings. Consequently there is an expectation that sponsors will collect information to support this. Information on this is included in the Programme Complement and includes the following:

‘A framework for the collection of information on gender and ethnicity has been developed and is being extended to the other cross-cutting themes. Information will be collected with the claims for the quarter ending 31 December each year and will be included in the Annual Reports required by the Commission.’

You may be asked to produce information on the relevant cross-cutting themes during a GO monitoring or Inspection visit.

Here are the Indicators and Targets as they appear in the Programme Complement.

	Gender Mainstreaming

	Outputs
	Target

	Number of women trained
	50% of all beneficiaries

	Number of women helped to start-up a business
	30% of start-ups

	Number of companies adopting flexible work practices
	500

	Number of beneficiaries supported with childcare costs
	100% of all requiring help

	
	

	Results
	Target

	Number of Gross Direct Jobs created taken by women
	50% of all those created

	Number of business controlled/run by women
	Increase of 20% on baseline

	% of long-term unemployed women securing employment
	60

	% of short-term unemployed women securing employment
	75

	
	

	Impacts
	Target

	Number of unemployed and socially excluded women securing employment
	600


	Environmental sustainability

	Outputs
	Target

	Number of SMEs receiving financial support to introduce environmental technologies
	4,279

	Hectares of land developed (of which 80% to be on brownfield)
	168

	Hectares of wildlife habitat brought into management
	51

	Hectares of derelict/contaminated land developed
	127

	Environmental initiatives assisted
	48

	
	 

	Results
	Target

	Gross new jobs created
	48,847

	Gross new jobs accommodated
	12,654

	
	

	Impacts
	Target

	Net jobs created
	36,379

	Net jobs accommodated
	15,198

	
	


	e Europe

	Outputs
	Target

	ICT Initiatives assisted
	224

	SMEs assisted to make use of the Internet
	9951

	Results
	Target

	Number of people accessing ICTs
	2,235


13.
Managing Your Euro-funded Partnership Project
European Funded projects can be particularly difficult to manage if the activity is being delivered by a number of partners. The applicant organisation (the one whose name appears on the ERDF application) is responsible for the whole of the European funding not just that part of the funds which is allocated to them as one of the partners. It is therefore extremely important that:

•
All partners are clear on their roles and responsibilities

•
All partners have a budget which includes the income (matching funding and revenue income) they have agreed to bring to the project

•
all partners are clear what they have agreed to deliver in terms of inputs, outputs, results and impacts and the timescales for these

•
There is an agreed record keeping system and reporting timetable in place

•
Partners are trained in both financial and general record keeping for European Structural Funds

•
Partners’ records are monitored on a regular basis

This information should be formalised in a contract or Service level Agreement.

Furthermore you should consider arrangements for the following

· How and when information will be reported
· Who will report the information to whom
· How will progress, general issues and problems be communicated between the partners and the main body – Meetings? When: weekly, monthly?
· How will you co-ordinate the work of the partners
Also

· How will partners be made aware of ERDF requirements? You may wish to hold an initial training/ briefing event, you should also ensure they have copies of any guidance provided by the GO, including this Introductory pack as well as any guidance designed by your organisation.
There must be a staff member within the applicant organisation who is responsible for the project records and monitoring those records.

Finance issues

European Structural Funds projects are funded by European Regional Development Fund (ERDF), but ERDF will fund only a part of the project. The balance of the funding comes from matching funding. There may also be an element of revenue funding in the project. Thus the applicant organisation must not only manage the records on expenditure and activity, they must also manage the project income.

The ERDF proportion of grant is up to 50% for ERDF - of the total eligible project costs. However within a partnership project there is scope for having different grant rates for different partners

For example:
Application budget

	ERDF
	Partner A
	Partner B
	Partner C
	Partner D
	Total

	Total costs
	50,000
	40,000
	40,000
	20,000
	150,000

	Grant Rate
	50%
	37.5%
	37.5%
	100%
	50%

	Grant amount
	25,000
	15,000
	15,000
	20,000


	75,000

	MF
	25,000
	25,000
	25,000
	0
	75,000


Partner D does not have any matching funding, but two of the other partners have agreed to accept a lower grant rate so that Partner D is able to participate in the project.

This will need careful managing; if in the example. Partners B and C significantly under-perform, then there may be insufficient matching funding in place for Partner D.

See the table showing actual costs. There is a shortfall of £6,250 in matching funding:  this is caused by the underperformance by Partner B and Partner C. Which of the partners will cover this shortfall?  We have indicated that it will be covered by Partner D, but they may not have any eligible funds to provide matching funding at this level. This shortfall in matching funding presents a real risk to the other partners and to the project. As the partnership has identified only £43,750 in match funding (£25,000 plus £9,375 plus £9,375), then the ERDF grant will be limited to £43,750.

Actual costs

	ERDF
	Partner A
	Partner B
	Partner C
	Partner D
	Total

	Total costs
	50,000
	15,000
	15,000
	20,000
	100,000

	Grant Rate
	50%
	37.5%
	37.5%
	Reduced

From 100%

to 68.75%
	50%

	Grant amount
	25,000
	5,625
	5,625
	13,750


	50,000

	MF
	25,000
	9,375
	9,375
	6,250

(shortfall)
	50,000


Tools for managing the partnership budget

To give you extra assurance that the partners understand what is expected of them you may find it useful to draw up a document similar the ERDF Offer Letter for each of your partners.  You will also need to set up a budget model in order to manage the partnership budget. Once you have set up the model, get the partners to confirm their own spending and income profiles by sending them a pro-forma for their costs and income. The best method for this is a spreadsheet model, which you can send to partners via the email.

A suggested structure for this is included in this pack at number 5 of the sample forms. In this model there is a list of eligible costs for each of the partners.

Each partner lists their costs under the heading and then confirms the levels and type of income associated with each of the costs. If all of the matching funding is external cash then the exercise is fairly straight forward.

However, if matching funding is coming from a partner’s own internal resources, or from an external in-kind source such as external staff time, then the exercise becomes more complicated.

If costs are being met by a mixture of external cash match funding (NOT linked to a specific cost) and ERDF funds then it is not necessary to match individual costs with income. However, if some of the external cash match funding is linked to a specific cost, for example funds raised from a Trust for evaluation, then that cash income must be linked to the relevant costs in the budget.

Once you have the complete model and it complies with the current rules on costs and income, then you must monitor the actual costs and income against the budget model throughout the life of the project.

	ANY PARTNERSHIP PROGRESS AGAINST BUDGETS - Claim 4

 

	
	Budget
	Claim 1
	Claim 2 
	Claim 3
	Salaries
	Oheads
	Rcosts

	
	2005
	to 30.06.05
	to 30.09.05
	to 31.12.05
	 
	 
	 

	PARTNER 1
	 
	
	
	
	
	
	 

	Salaries
	
	
	
	
	
	
	 

	On Costs
	
	
	
	
	
	
	 

	Events and Activities - Local
	
	
	
	
	
	
	 

	Events and Activities - Sub Region
	
	
	
	
	
	
	 

	Support Staff Salaries
	
	
	
	
	
	
	 

	Support Staff On Costs
	
	
	
	
	
	
	 

	Other Office Costs(printing, etc)
	
	
	
	
	
	
	 

	Other staff costs (travel,trg,recrt)
	
	
	
	
	
	
	 

	Total
	
	
	
	
	
	
	 

	Grant at 50%
	 
	 
	 
	 
	 
	 
	 

	PARTNER 2
	 
	
	
	
	
	
	 

	Salaries
	
	
	
	
	
	
	 

	On Costs
	
	
	
	
	
	
	 

	Events and Activities - Local
	
	
	
	
	
	
	 

	Events and Activities - Sub Region
	
	
	
	
	
	
	 

	Support Staff Salaries
	
	
	
	
	
	
	 

	Support Staff On Costs
	
	
	
	
	
	
	 

	Other Office Costs(printing, etc)
	
	
	
	
	
	
	 

	Other staff costs (travel,trg)
	
	
	
	
	
	
	 

	Total
	
	
	
	
	
	
	 

	Grant at 50%
	 
	 
	 
	 
	 
	 
	 

	PARTNER 3
	 
	
	
	
	
	
	 

	Salaries
	
	
	
	
	
	
	 

	On Costs
	
	
	
	
	
	
	 

	Events and Activities - Local
	
	
	
	
	
	
	 

	Events and Activities - Sub Region
	
	
	
	
	
	
	 

	Support Staff Salaries
	
	
	
	
	
	
	 

	Support Staff On Costs
	
	
	
	
	
	
	 

	Other Office Costs(printing, etc)
	
	
	
	
	
	
	 

	Other staff costs (travel,trg)
	
	
	
	
	
	
	 

	Total
	
	
	
	
	
	
	 

	Grant at 50%
	 
	 
	 
	 
	 
	 
	 

	
	
	 
	 
	 
	 
	 
	 

	SUMMARY
	2005
	
	
	
	
	
	 

	Salaries
	
	
	
	
	
	
	 

	On Costs
	
	
	
	
	
	
	 

	Events and Activities - Local
	
	
	
	
	
	
	 

	Events and Activities - Sub Region
	
	
	
	
	
	
	 

	Support Staff Salaries
	
	
	
	
	
	
	 

	Support Staff On Costs
	
	
	
	
	
	
	 

	Other Office Costs(printing, etc)
	
	
	
	
	
	
	 

	Other staff costs (travel,trg)
	
	
	
	
	
	
	 

	GRAND TOTAL
	
	
	
	
	
	
	 

	Grant at 50%
	 
	 
	 
	 
	 
	 
	 


14.
Common mistakes and misconceptions
       

Avoid the following:

· Claiming before expenditure has actually been defrayed (i.e. before the money has left your control)
· Failing to keep timesheets.

· Accidentally claiming for the same thing twice, or more than 100% of a person’s time. 

· Failing to keep originals of documents.

· Not keeping documents for long enough.

· Failing to keep records tidy and to keep associated orders, invoices, claims etc together. 

· Losing invoices and receipts.

· Not informing Government Office of significant changes & agreeing these before claiming.

· Not noticing that there have been any significant changes!

· Claiming for ineligible items.

· Claiming for items that were not in the approved bid.

· Claiming for ineligible beneficiaries.

· Not collecting monitoring information frequently enough.

· Trying to “reconstitute” records because systems weren’t in place soon enough.

· Partners and sub-contractors failing to supply project sponsor with information.

· Partners and sub-contractors unaware of EU funding requirements and so not keeping adequate records.

· Incorrect methods of apportionment.

· Using notional costs where actuals should be used.

· Inadequate publicity & failing to put ERDF logo on materials.

· Claiming for expenditure that falls outside the approved period, particularly before the date given in the Offer Letter.

· Trying to cut corners and ending up with more work as a result!

· Not copying the Offer Letter, including all the annexes, to the person responsible for monitoring the project.

· Sponsors should be aware that grant paid can be reclaimed by Government Office if fraud or irregularities are detected, or if a project fails to deliver.
15.
List of Ineligible Expenditure

Note: this list is not exhaustive but covers common Ineligible items

· overheads allocated or apportioned at rates materially in excess of those used for any similar work carried out by the applicant

· costs incurred prior to the date of the Offer Letter

· notional expenditure (this is not ACTUAL)

· payments for activity of a political nature

· depreciation, amortisation and impairment of assets purchased with the help of ERDF grant (you have already claimed grant on these items)

· provisions (e.g. general office supplies not used in project delivery e.g. soap for washrooms!)

· contingent liabilities

· contingencies

· profit made by the applicant

· dividends

· interest charges unless under an approved State Aid scheme

· service charges arising on finance leases, hire purchase and credit arrangements

· costs resulting from the deferral of payments to creditors

· costs involved in winding up a company

· payments for unfair dismissal

· payments into private pension schemes

· payments for unfunded pensions

· compensation for loss of office

· bad debts arising from loans to employees, proprietors, partners directors, guarantors, shareholders or a person connected with any of these

· payments for gifts and donations

· entertainments

· reclaimable VAT (if you are registered for VAT you can only claim on any non-refundable amount)

· statutory fines and penalties

· criminal fines and damages

· legal expenses in respect of litigation
16.  Guidance for Project Framework and Monitoring
You may already have monitoring procedures in practice within your organisation.  If so, you should draw upon the strengths of your current system and apply them to the management of your ERDF project.  You should however be sure that the management framework is sufficient for the purposes of delivery and the monitoring procedures satisfy the full requirements of ERDF

To assist you in establishing a robust project frame work and monitoring system, this section contains some guidance tables to help you work through the initial stages.  You should still work through the process even if you intend to use an existing monitoring model to ensure your model is appropriate and robust.

The following tables are aimed to assist you in working up a management framework and monitoring ERDF delivery

Table 1 – Establish a project framework

Table 2 – Establish a monitoring Framework

Table 3 – Establishing monitoring procedures

Where partnership working is involved, you should make sure that representatives of the partnerships or delivery bodies are involved in the establishment of monitoring and reporting procedures.  Not only will this ensure that they are fully informed, but it will also help to ensure that all involved are supportive of arrangements made.

	1 –Establish Project Framework

	Step
	Description
	Comments
	Responsible person
	Key docs

	1.1
	Have you read the project Offer Letter and noted the key dates and requirements?
	
	
	

	1.2
	Have you read the project application and business plan – this forms part of the legal contract to deliver the project?
	
	
	

	1.3
	Have you documented the project specification and rational with supporting research?
	
	
	

	1.3
	Have you agreed the project objectives and delivery requirements – what about any organisational objectives?
	
	
	

	1.4
	Have you broken down the delivery requirements into a work structure, does the work structure clearly allocate responsibility and have specifics such as publicity and cross cutting themes been accounted for?
	
	
	

	1.5
	Have you attached the relevant spend (including Match funding) and output profile to each of the delivery objectives?

Is it time-bound?
	
	
	

	1.6
	Has the above process involved relevant partners and delivery staff?
	
	
	

	1.7
	Have you discussed the method for accounting for the project with the finance department and agreed a set of rules? Have partners or delivery agents?
	
	
	

	1.8
	Can the partners or delivery agents finance requirements be fed into system?
	
	
	

	1.9
	Are those responsible for delivery fully aware of their responsibilities? 
	
	
	

	1.10
	Has this arrangement been formalised in a contract or Service level agreement?
	
	
	

	1.11
	Have you provided the necessary training and documentation?
	
	
	

	1.12
	Have you considered a communication and reporting framework?
	
	
	


	2 - Establish Monitoring Framework (Consider in conjunction with Partners or delivery agents)

	Step
	Description
	Comments
	Responsible person
	Key docs

	2.1
	What is meant by monitoring

· the collection of information

· the verification of the information

the analysis of the information
	
	
	

	2.2
	Identify what will require monitoring e.g.

· Outputs

· Spend

· Match funding

· Compliance issues
	
	
	

	2.3
	Ensure data recorders are clear on the classification of outputs – issue set guidelines
	
	
	

	2.4
	Who will monitor- This may be done on two levels if delivery agents are involved:

1. partners may carry out their own monitoring process 

2. you may quality check the monitoring work they do

Or you may have an arrangement where personnel responsible for monitoring will monitor for all involved
	
	
	

	2.5
	When will monitoring be carried out – by whom?
	
	
	

	2.6
	Who will co-ordinate monitoring activity? This is especially important if delivery is performed by agents / partners
	
	
	

	2.7
	In what format will the information be captured?
	
	
	

	2.8
	Who will analyse the findings?
	
	
	

	2.9
	How will follow up action be identified and managed?
	
	
	


Once you have agreed a monitoring framework you will need to set up a standardised process to help you manage the monitoring process you have devised

· You may wish to set up a spread sheet which encompasses all of the returns you need to compile or expect to receive.  This can be organised by the outcome/ deliverable you are monitoring or the partner/ agent who is delivering it

· You should aim to check each return / monitoring report against the checklist

· Your timescale for submitting claims to the GO should be at the centre of your reporting schedule. This should be complimented by monitoring done on an appropriate basis, usually monthly.  The monitoring co-ordinator should embed reminder dates into their monitoring cycle to remind submitters that a return will soon be due.  Be sure to issue this in adequate time to enable reporters to meet the deadline if they have yet to begin to compile the return.  

· You will also need to build in enough time to enable you to process the information and feed it into the claims to the GO.

· You should keep a checklist as a record of what has and hasn’t been done for each monitoring period, this will assist in managing the process

	3 - Check list for monitoring procedure

	
	Monitoring Return For:  SEPT 05

Deadline for return: 10 October 05
	Date for action
	Status
	Notes

	3.1
	Have you issued your reminder for monitoring returns, reiterating the deadline for reporting?
	
	
	

	3.2
	Have all the returns arrived, if not do you have a new expected date?
	
	
	

	3.3
	Are the returns complete and in the required /agreed format?
	
	
	

	3.4
	For Hard Information -Check actuals against profiles

a) outputs

b) spend

c) MF

d) income
	
	
	

	3.5
	For soft information (cross cutting themes etc)– assess progress
	
	
	

	3.6
	Identify action to deal with shortfall / overspend if appropriate
	
	
	

	3.7
	Relay required action to relevant parties – agree or amend.
	
	
	

	3.8
	Notify GO if action is significant or requires a significant change
	
	
	

	3.9
	If any issues have been marked for follow up enter the date for action in a diary / reminder system
	
	
	


Remember you may also have organisational objective that you also want to measure in addition to the information required predominantly for ERDF purposes
Annexes

There now follows some annexed documents which may be useful in assisting you in devising suitable mechanisms for capturing data.  The annexes include formats for commonly collected data.

1.  Time sheets- There is a worked example, a blank version of the example and some guidance notes on completing the time sheet.
2. Job notification form 

3. Organisations assisted – A guide to collecting the preliminary information you may need on organisations you intend to assist.
4. Organisation Achievement record - Used to document objectives of assistance and progress towards meeting those objectives.  Guidance notes are provided
5. Company Enrolment form - This is necessary to register the organisation with the project.  It should be used to gather information about companies at the outset of assistance so that you can monitor progress and measure jobs created etc.  It will also cover the checks to demonstrate eligibility. Guidance notes are provided
6. Example partnership agreement: Provides an annotated template for a formal agreement for working with partners
7. Monitoring and Impact assessment form for delegated grant schemes
8. Case Studies:  A series of examples have been included to help illustrate many of the issues that have been discussed in the pack.  They are intended to point out common problems that are encountered in the hope that you will be able to recognise and avoid them.
Annex 1

Staff Timesheets 

Example:

	DATE 
	1 SEPTEMBER 05  - 30 SEPTEMBER 2005
	Activity key
	 

	NAME
	 
	admin
	AD

	PROJECT
	 
	partnership / delivery agent liaison
	PDL

	REFERENCE
	 
	pre registration 
	PR

	NI
	
	advising SME project deliverable 1
	D1

	 
	 
	advising SME project deliverable 2
	D2

	DATE
	ERDF ACTIVITY TYPE
	OTHER ERDF DETAILS
	ERDF MINUTES
	NON-ERDF TIME
	Total mins

	01/09/2005
	AD
	 
	20
	45
	65

	 
	PR
	 
	80
	 
	80

	 
	D2
	 
	180
	 
	180

	 
	Other
	Promotion event @ chamber of commerce 
	120
	 
	120

	02/09/2005
	D1
	 
	30
	530
	560

	 
	D1
	 
	90
	 
	90

	 
	PDL
	 
	90
	 
	90

	TOTAL MINUTES
	 
	 
	610
	575
	1185

	Hourly conversion
	 
	 
	10h 10
	9h 35
	19h 45

	Staff declaration:
	 
	 
	 
	 

	I declare that the details provided on this form are a true and accurate record
	 

	Print name
	
	
	
	 
	
	
	

	Signed
	
	
	
	 
	
	
	

	Date:
	
	
	
	
	 
	
	
	

	 
	
	
	
	
	 
	
	
	

	Supervisory confirmation
	
	
	
	 
	
	
	

	The above record is true to the best of my knowledge
	
	 
	
	
	

	Print Name
	
	
	
	
	 
	
	
	

	Signed
	
	
	
	
	 
	
	
	

	Date
	
	
	
	
	 
	
	
	

	 
	 
	 
	 
	 
	 
	
	
	


Staff timesheet
The staff timesheet is essential for recording the amount of time staff spend on ERDF projects. It will help management to work out staff expenditure of each individual project. It can also be used to provide sound evidence to external and European auditors, if the project has to be audited. 

The example above:

The example above was drafted on an excel spreadsheet, therefore you could work on it as an electronic document, however it more be practical to work from a hard copy to add to as the day progresses.  In both cases a hard copy will need to be signed for the project records.

In the example above the work description was simplified by categorising the work done on the project.  It may be useful to devise categories for each member of staff working on the project, this will allow work typical of their day to day activities to be covered.  If work is less defined across job holders a general key for the project may be applicable.  If you do not think the project lends itself well to categorisation, you may prefer to write what you do as you go along.

General terms were used in the example for the purposes of simplicity, however, you will need to define clearly what the categories mean, for example, what is deliverable 1?

The following notes on completion may be issued to staff to assist them fill in any time sheet you provide, a blank version of the example follows.

	DATE 
	 
	Activity key
	 

	NAME
	 
	 
	 

	PROJECT
	 
	 
	 

	REFERENCE
	 
	 
	 

	NI
	 
	 
	 

	 
	
	 
	 

	DATE
	ERDF ACTIVITY TYPE
	OTHER ERDF DETAILS
	ERDF MINUTES
	NON-ERDF TIME
	Total mins

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	TOTAL MINUTES
	 
	 
	 
	 
	 

	Hourly conversion


	 
	 
	 
	 
	 

	Staff declaration:
	 
	 
	 
	 
	 

	I declare that the details provided on this form are a true and accurate record
	 
	 
	 
	 
	 

	Print name
	 
	 
	 
	 

	Signed
	 
	 
	 
	 

	Date:
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Supervisory confirmation
	 
	 
	 
	 
	 

	The above record is true to the best of my knowledge
	 
	 
	 
	 
	 

	Print Name
	 
	 
	 
	 
	 

	Signed
	 
	 
	 
	 
	 

	Date
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 


Notes for Completion: 

Please complete your timesheet on a daily basis.  You should record all ERDF activity and detail total hours worked (ERDF + non-ERDF activity).  It is essential that the timesheet is completed and accurate to enable staff costs to be claimed.

Staff details

Please fill in your name, the name of the project you will be working on, reference number and your NI number. You should also fill in which month the timesheet applies to. You should make sure that you complete the timesheet for whole months.

Timesheet

· Against the correct date record all ERDF activity as appropriate (you may have defined categories to use)

· Where activity fall outside categorised areas use the Other ERDF details section to describe work.

· Enter time spent on non-ERDF activities 

· Work out overall totals at the end of the month

Staff declaration

· At the end of the month, print off a copy of your time sheet.

· Please sign the timesheet as evidence that you have filled it in accurately.

· Pass your timesheet to your agreed “supervisor” for verification.

Annex 2: 
Job Notification

	Date Notified
	

	Client Name
	

	Client Number
	

	Start Date
	

	Job Title
	

	No. of Hours
	

	Company Name
	

	Company Address
	

	
	

	
	


Clients signature ………………………………….……..……….      Date

Signed for the project ……………………………..…..……….      Date

Annex 3
Organisations Assisted

What is the current status of your organisation?

e.g. Do you have a constitution? 

Are you a company limited by guarantee?

How many committee/Board members do you have?

How often does your committee/Board meet?

How many members does your organisation have?

What does your organisation do?

How would you like to see your organisation change over the next 2 years?

What can we do to help that happen?

What paperwork do we both need to keep for monitoring purposes?

How can we help you to achieve this?

What records do we all need to keep so that we know what has been achieved?

Annex 4

Organisation achievement record

	This form has been designed to make sure that the assistance you receive as a result of this project is appropriate to your needs. It records your agreed objectives at the start of the project and also what you have achieved.




	General details:

Organisation name: 

Name of Project:

Project reference: 

Name of organisation providing the assistance:




	Total value of assistance given including organisation’s contribution: £

	Organisation’s contribution:    Actual:                                 £

                                               In-kind employee time:        £


	What would you like to achieve as a result of the project?




	Agreed objectives for the project:




	Component (for example business planning)

	Target achievement date

	
	

	
	

	
	

	
	

	
	

	
	

	
	


	Assessments

	Date of assessment
	Progress towards objectives discussed
	Target achievement dates reviewed
	Additional requirements considered
	Organisation’s initials
	Reviewer’s initials

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	Outputs
	

	Number of FTE employees at outset of assistance:
	

	Number of FTE employees at end of assistance:
	

	Increase in number of FTE employees:
	

	Turnover at outset of assistance:
	

	Turnover at end of assistance:
	

	Increase in turnover (£):
	


	Organisation declaration:
I declare that the details given on this form are true to the best of my knowledge and I agree that the objectives reflect my organisation’s needs.

Signed:

                                                                          Date:



	Assessor’s declaration:

I confirm that the organisation’s needs have been assessed and we have agreed an appropriate course of action.

Signed:

                                                                           Date:




Guidance notes: Organisation’s achievement record

General details

Please fill in the following details.

Organisation’s name.

Name and reference number for the project (please ask your assessor for this information if you are not sure).

Value of assistance

Please include the total value of all the assistance being given under this particular project, including any contribution you are making to the cost, either in cash or through contributing your own staff’s time.

Please indicate separately the amount the organisation is contributing of the total value.

Your objectives

What do you hope to achieve as a result of the project?

Agreed objectives

While you will have declared your own objectives, it is important that your assessor helps you to identify the realistic objectives that the project can help you to achieve.

Individual components

Your assessor should identify the components of the project that will help you to achieve your agreed objectives. 

Assessments

An important part of the project will be on going assessments of your progress towards the agreed objectives. The form should be used to record that these have taken place. Other documents may be used to record the full details of your assessment.

Outputs

In order to measure the success of the project it is essential that you give accurate figures for the number of people employed by the organisation, and any increase over the life of the project.  Pleas express these as full time equivalents.

Turnover should be given as the annualised level of sales in £s, at current prices, and excluding VAT.  Pleas note that failure to provide this information will mean that your organisation is unable to participate in the project.

Annex 5
Company Enrolment Form

Purpose of this form

This form will enable you to establish a record of the companies assisted by your project.  It should be used to gather information about companies at the outset of assistance so that you can monitor progress and measure jobs created etc.

The information given by the company will also enable you to establish whether or not a company is eligible for assistance form European Funds at the outset.

Company Enrolment Form

	Name of company:



	Address:



	Postcode:
	Phone number:

	How many people does the company employ?

[image: image30.wmf] 

Less than 50     

[image: image31.wmf] 

50 to 199

[image: image32.wmf] 

199 to 250

[image: image33.wmf] 

251 or more


	How would you best describe the activities of the company? (For example, engineering, building, accounting and so on).

	Is the company’s balance sheet 27M EURO (£16m approx) or more?

[image: image34.wmf] 

[image: image35.wmf] 

Yes                 No

	Is the company’s annual turnover 40M EURO (£24m approx) or more?

[image: image36.wmf] 

[image: image37.wmf] 

Yes                 No

	Do other firms own more than one quarter of your company?

[image: image38.wmf] 

[image: image39.wmf] 

Yes                 No

	Has the company received any grants or state aids in the last three years?

[image: image40.wmf] 

[image: image41.wmf] 

Yes                 No

If ‘yes’ please provide further details below:

	Date of payment
	Name of provider
	Amount £
	Brief reason for payment

	
	
	
	

	
	
	
	

	
	
	
	

	Declaration:

I declare that the details given on this form are true to the best of my knowledge.

	Signed:


	Date:

	Position within firm:

	

	For office use only:

	ERDF eligibility criteria satisfied:
	[image: image42.wmf] 

[image: image43.wmf] 

Yes                 No

	Name of project:
	

	Signed project manager:


	Date:

	PRINT NAME:


Guidance note for Company Enrolment Form:

General Details

Please fill in the following details:

· Name, address and telephone number of the company.

· Postcode.  This information is important as these structural funds are geographically targeted and your postcode will be used to confirm your eligibility status.

The following details are also used to confirm your eligibility to receive support from European funded programmes.  It is therefore essential that you complete them fully.

Number of employees

Please tick the box that relates to the number of full-time equivalent employees you currently employ.

Activity of the company

Please describe the activity that best suits your company.

Company balance sheet

Please confirm whether the company’s total assets are less than 27EURO (about £16m).

Turnover

Please confirm whether the company’s turnover (all revenue) was less than 40M EURO (about £24m) for the most recent accounting year.

Ownership

Please confirm whether firms with assets or turnover of more than 27M EURO (about £16m) own more than a quarter of the company’s issued share capital.

Other grants or state aids in the last three years
Please confirm whether the company has received any other grants or state aids in the last three years and provide details as appropriate.

Declaration

Please sign the form for our records.

Annex 6 
Example Partnership agreement
1.
Details of who the partnership agreement is between

Write in the names and addresses of the partners. The agreement can be between as many partners as you like, it does not have to be between just two.

e.g.
The Partnership agreement is between Anyplace Community Centre (ACC), 56 Any Road, Any City AC1 2XX and East Anyplace Community Research (EACR), Some Road, Any City AC3 3YY.

2.
Roles of the Partners

Detail the reason for the partnership and the role of each member of the partnership.

e.g.
ACC and EACR will work in partnership to carry out a Community Audit in the Anypart area of AnyCity.

ACC will provide 10 volunteers to work on the audit for an average of 10 hours each.

ACC will provide support to the volunteers.

EACR will train the volunteers, undertake the audit and produce the report.

3.
Timetable for delivery

Give the timetable for the delivery of the project, broken down into the various tasks or stages.

e.g.


Task
By Who
By When

Recruit Volunteers
ACC
01.01.05

Train Volunteers
EACR
15.01.05

Undertake Audit
EACR
31.11.05

Produce Report
EACR
21.02.06

Dissemination event
ACC
01.04.06

4.
Quality issues

Give details of any particular way that you want the tasks to be carried out, or any standards that must be met.

e.g.

ACC

The volunteers will be local residents with knowledge of the area.

EACR

The training given to volunteers will give units towards an NVQ level II.

The audit will cover 90% of the Anypart area.

The report will be aimed at funding bodies.

5.
Payments

Say how payments will be made and any conditions that must be met.

e.g. Payments will be made as follows.

50% at the start of the project

30% at the completion of the audit

20% on receipt of the final report.

Payments are made on the condition that they will only cover expenditure that has been agreed between the partners and is listed below:

EACR


Salaries
20,000

Overheads
2,000

Consumables
1,500

Printing costs
5,000

6.
Reporting and accounting

Give details of when and how you want the partners to report, make sure you leave yourself enough time to incorporate your partners’ reports into the report you have to produce for funders.

e.g. EACR

EACR must forward a financial report and an activity report, to ACC, within a month of the end of each phase (training volunteers, undertaking audit and producing the report). These reports should be on the form provided by ACC.  EACR must keep records to back up all expenditure and activity including timesheets for all staff and volunteers. These records should be kept until the end of December 2005.

7. Monitoring


If you expect partners to carryout certain monitoring functions, you should detail these in the agreement.

Also if you will be monitoring the work of the partner agree terms and conditions of the monitoring to be done.

8.
Copyright

You will only need this if there is a product at the end of the project, e.g. a video, exhibition or report.

e.g. ACC will be the copyright holders of the report.

9.
Dispute resolution

You should have some mechanism for resolving conflict.

e.g. Every effort will be made to resolve any conflicts between the partners within the partnership. If this is not possible the matter will be referred to the steering group whose decision will be final.

10.
Termination/ Breach provisions

You need to detail how the agreement can be terminated, and what will happen if there is a breach of the conditions.

e.g. This agreement can be terminated at any time by either party. Any payments made to the partners may have to be repaid if the tasks outlined in 3 have not been carried out.

Breaches of this agreement may result in the partner being asked to repay any advance payments already paid to them.

11. Signatures

The agreement must be signed by people with the authority to sign on behalf of their organisations.

Annex 7

	Monitoring and Impact Assessment Form for 

delegated grant schemes


	Interview with

Date
	

	Project sponsor
	

	Project name
	

	Project address, telephone, e-mail
	

	Duration of the project
	

	Did the project start on time?
	

	If not why not?
	

	What are the project's aims?
	

	Is the project meeting its original objectives?
	

	If not why not?
	

	Has the Government Office been notified of any significant changes?
	

	Please explain the impact on the project of any changes
	

	How many beneficiaries are there?
	

	Who are the beneficiaries?
	

	What proportion of the beneficiaries are from ethnic minority communities?
	

	Are you reaching the people you intended?
	

	If so is the project benefiting them?
	

	What evidence do you have to demonstrate that it is benefiting?
	

	If you are not reaching the people you intended what are the barriers or hindrances?
	

	Recommendations
	


Annex 8
ERDF Project Inspections - Case Studies

Organisation A - Voluntary Sector
Expenditure totalling £142.23 could not be verified to receipts.  Although from a review of documentation it was viewed to be a one off case; it should be noted that all expenditure irrespective of amount should be backed up with receipts.  No financial controls in place to ensure that expenditure is defrayed before inclusion in claims.  The inspection could not reconcile the daily rates charged for 3 people against the Payroll.  Contributions in kind are recorded on timesheets and signed by the individual, but not authorised by the relevant manager.  VAT has generally been excluded from the claim, but has been included in a small amount of expenditure for expense claims. Insufficient information has been provided with recent Claims to enable the GO to confirm progress against the outputs given in the Offer Letter.

Organisation B - Educational Institution

A number of invoices and costs within each of the claims inspected had not been defrayed within the claim period.  Questions have been raised on the eligibility of some of the expenditure and whether it has been claimed under the correct budget headings, or allocated to the correct project.  Not all matched funding is clearly evidenced. The basis for apportionment of overheads is not transparent.  An internal transfer for £83.63 was charged for such items as telephone costs but these items may also be considered as a part of the overhead formula charge.  Partner companies have supplied proforma letters to support match funding in kind.  However more rigour could be demonstrated in checking the value of this match funding.  There is some concern over whether the outputs are achievable and how they will be verified.  No signage at the entrance to project to reflect the use of EC funds.

Organisation C - Local Authority

Staff secondee bills paid in advance of time expended. Invoice expenditure also claimed before defrayed. Ineligible expenditure for hospitality and entertaining included within claims. Some expenditure could not be verified against original documentation. Contributions in kind from partner organisations over-valued in claims.  Some projects are struggling to achieve the SPD targets and there is a potential for overlapping schemes to duplicate the counting of outputs achieved. Project tendering procedures are not integral to any of the projects inspected.  Discrepancies were found within and between projects on methods for charging staff hourly rates.  Capacity building senior staff rates were calculated using 199 days against 223 days for other staff.  180 days used in action plan.  Other salary costs were claimed on a pro rata basis of annual costs and not actual payroll payments made.

Organisation D - Local Authority

Some expenditure could not be verified as the supporting documents had been shredded.  Some supporting evidence could not be found and some internal invoices were photocopies. It is understood that another organisation holds the originals.  Evidence could not be provided in the form of timesheets or payroll records for £40,170 claimed as supervision costs.  An internal audit was carried out on one of the projects and some minor problems were identified.  The GO have requested a copy of the relevant internal audit report. Evidence to support the match funding is required along with evidence to support the outputs claimed.

Organisation E - Accountable Body

a) Accountable Body Inspection

Inadequate system to confirm defrayment of expenditure prior to inclusion in claims. Inadequate separation of responsibilities for payment of invoices and preparation of claims. Inadequate link between financial appraisal of claims and assessment of outputs/performance. Failure to check tendering and Procurement procedures during Accountable Body monitoring visits to projects. No working papers available to support assessment of grant claim payments. Audit trails difficult to establish from filing systems and Offer Letter variations. Progress reports not submitted with claims for projects selected for Inspection. Inadequate coverage of outputs, historical expenditure and grant claimed in proposed new combined ERDF/SRB claim form. Failure to monitor outputs on a consistent basis between the AB and projects. No policy on retention of final 10% ERDF for interim claims. No independent audit undertaken for one of the projects inspected. Inadequate separation of duties between person signing the Offer Letter and claims where the AB is both the AB and applicant.   

b) Project Inspection

Inadequate procedures for confirming defrayment of expenditure prior to inclusion in clams. Incorrect allocation of expenditure to budget headings. Inability to provide tender documentation during the Inspection. Ineligible expenditure for bank charges and overdraft interest included in claims. Possible Ineligible employer contributions to private pensions included in claims. Inadequate justification for T&S claims. Small amount of expenditure claimed in error (£153.37). Missing supporting documents for £37.54.  Project sponsor not aware of publicity requirements. Monitoring information on community groups assisted and nature of assistance not provided until final claim.

Organisation F - Local Authority

Duties between checking of invoices and collation of claims have not been segregated.  No procedures in place to ensure expenditure is defrayed before inclusion in claims.  Although documentation for private sector leverage and jobs created were available, there were no monitoring procedures in place to ensure that outputs were achieved on target.  The inspection also brought up concerns that the future use of the building may include ineligible activities, as there are no systems in place to evidence that the building is used for eligible purposes.

Organisation G - Local Authority

The majority of items recorded within the claims had been defrayed with the exception of one invoice for £3,000 not defrayed within claim period 1 and two invoices totalling £9,000 not defrayed within claim period 2.  Checks should be undertaken to ensure that expenditure is defrayed before inclusion within a Claim for grant.  Insufficient documentation was held in respect of a number of items of expenditure submitted.  The most notable instance of this was a payment of £2,000 was claimed upon an "inter-committee transfer". The explanation given was that the supplier invoice for a visitor survey was paid by another Department and then recharged.  The original invoice was not available for inspection.  Where Internal re-charges/interdepartmental transfers are made they should be fully supported by a suppliers Invoice or internal memo/requisition in respect of spend for items such as postage and stationery. 

Organisation H - Voluntary Sector

A small amount of expenditure could not be verified to original documentation and bank statements.  No financial controls are in place to ensure that expenditure is defrayed before being included in claims. Inspection unable to reconcile the daily rates charged for 3 Personnel against the payroll.  Contributions in kind are recorded on timesheets and signed by the individual but not authorised by the relevant manager.  VAT is generally excluded from claims.  However, VAT has been included in expenditure for some expense claims.  Insufficient information provided with claims to enable the GO to assess progress made.

Organisation I - Voluntary Sector

Expenditure claimed before cleared through bank account.  Employer NI and pension costs submitted on monthly estimate rather than when paid therefore expenditure claimed before defrayed.  Financial and Management systems need to be improved as underclaiming of expenditure such as match funding contributions and contributions in kind have occurred.  Sponsor must ensure that sufficient evidence is provided to support the achievement of outputs when compiling future claims

Organisation J - Local Authority

Some SMEs included in the claim were ineligible.  Sponsors to provide written confirmation that ineligible SMEs are not to be counted towards performance targets.  Timesheets need to be countersigned by line Managers/project Managers to verify the time spent on the project.  Some expenditure had not been defrayed when included in the claims.  Progress reports need to be more detailed giving the impact and progress of the project. There was no staff time form for one member of staff.

Organisation K - Local Authority

Inadequate checks by managing agents/sub-contractors on eligibility of expenditure. Inadequate systems for confirming defrayment of expenditure prior to inclusion in claims.  Small amount of expenditure - £560.50 - defrayed prior to the agreed start date.

Organisation L - Voluntary Sector

£6,634 for contributions in kind is still to be confirmed, as there is no documentation to back up this amount.  No financial control in place to ensure that expenditure is defrayed before inclusion in claims. Initial check prior to authorisation of invoices not evidenced on the cheque requisition forms.  Publicity Requirements not fully met.

Organisation M - Voluntary Sector
Volunteer costs for claim 7 & 8 totalling £2,805 could not be verified as they were based upon estimates rather than actual costs and there is no documentation available to back up this figure.  There was also a small amount of petty cash receipts that could not be verified.  Expenditure was claimed before being defrayed.  Bank charges were also included in the claims inspected, but are not eligible for funding.  Calculations for salary costs for employee and employer were found to be inconsistent.  Improvements in the accounting system within the organisation need to be undertaken.  Incorrect allocation of expenditure to the Offer Letter headings between overheads and direct costs has been made.  Expected dates for achievement of outputs were extended beyond the dates stated in the Offer Letter

Organisation N - Voluntary Sector

Claims made in advance of defrayment. Inappropriate use of receipts - receipts used to pay invoices outstanding on other projects for which claims have still to be paid. Small amount of ineligible expenditure (childcare costs) to be investigated. Incorrect allocation of expenditure to budget headings. Extension of works and expenditure beyond agreed physical and financial completion dates. Questionable additionality of project X due to inability to separate outputs from activities funded from other sources.

Organisation O - Local Authority

Eligible expenditure as a whole is below target.  However, for building and construction the expenditure is over target, whilst site investigation and preparation shows a total of nil.  There are no procedures in place to ensure that expenditure is defrayed before inclusion in claims.  VAT has generally been excluded but on two occasions VAT has been included within the claims resulting in an over claim of £6,090.  Copies of each quarterly claim have not been sent to three agreed organisations requested as part of the extra conditions within the Offer Letter.

Organisation P - Voluntary Sector

Daily rates charged for 3 people could not be reconciled against the payroll.  Contributions in kind are recorded on timesheets and signed by the individual, but is not authorised by the relevant manager.  VAT is generally excluded from claims but has been included within the expense claims.  There are no procedures in place to ensure that expenditure is defrayed before inclusion in claims.  Insufficient information has been provided with recent claims to enable the GO to assess progress against the outputs stated in the Offer Letter. 

Organisation Q - Local Authority
Project has underspent but invoices for IT services exceeded the amount claimed.  The salary figure under marketing is a calculation figure rather than actual costs to the project.  All other expenditure included within the claims was based upon forecast figures rather than expenditure defrayed as there are no systems in place to ensure the defrayment of expenditure before inclusion in claims.  Not all expenditure was accompanied by invoices.  General expenditure for tea, coffee and milk for staff has been included as eligible expenditure.  Eligible expenditure included in the claim includes invoices which need justifying.  Systems need to be put into place to ensure that only eligible SMEs are included in the outputs section of the monitoring reports submitted.  There is no evidence on documentation that there is a clear segregation of duties between the processes to invoices and the collation of the ERDF grant claim form. 

Annex 9

This page has been directly extracted from the Office of Government Commerce web-site, it may have been amended or revised since the date of issue and you may therefore wish to visit the web-site for the most up to date information
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EC Procurement Thresholds

The EC Procurement Rules apply to public authorities (including, amongst others, government departments, local authorities and NHS Authorities and Trusts) and certain utility companies operating in the Energy, Water, Transport and Telecomms sectors. The rules set out detailed procedures for the award of contracts whose value equals or exceeds specific thresholds. Details of the thresholds applying from 1 January 2004 are given below. The thresholds are net of VAT.

THRESHOLDS- PUBLIC SECTOR FROM 1 JANUARY 2004  

	 
	 SUPPLIES
	 SERVICES
	 WORKS

	Entities listed in Schedule 1

(S.I. 1995/201) 1
	£99,695

(SDR130,000)

(€ 154,014)
	£99,695 2
(SDR130,000)

(€ 154,014)
	£3,834,411 3
(SDR5,000,000)

(€ 5,923,624)

	Other public sector contracting authorities
	£153,376

(SDR200,000)

(€ 236,945
	£153,376 2
(SDR200,000)

(€ 236,945)
	£3,834,411 3
(SDR5,000,000)

(€ 5,923,624)

	Indicative Notices
	£485,481

(€ 750,000)
	£485,481

(� 750,000)
	£3,834,411

(€ 5,923,624)

	Small Lots
	Not applicable
	£51,785

(€ 80,000)
	 £647,308

(€ 1,000,000)


1 Schedule 1 of the Public Supply Contracts Regulations 1995 lists central government bodies subject to the WTO GPA. These thresholds will also apply to any successor bodies. 

2 With the exception of the following services, which have a threshold of £129,462 (€200,000)

· Part B (residual) services 

· Research & Development Services (Category 8) 

· The following Telecommunications services in Category 5

· CPC 7524 - Television and Radio Broadcast services

· CPC 7525 - Interconnection services

· CPC 7526 - Integrated telecommunications services

· Subsidised services contracts under regulation 25 of the Public Services Contracts Regulations 1993.

3 For subsidised works contracts under regulation 23 of the Public Works Contracts Regulations 1991 and Works Concessions the threshold is £3,236,542 (€ 5,000,000)

 THRESHOLDS- UTILITIES SECTOR:FROM 1 JANUARY 2004  

	 
	SUPPLIES
	SERVICES
	WORKS

	Water, Electricity, Urban Transport 1, Airports and Ports sectors
	£306,753

(SDR400,000)

(€473,890)
	£306,753 2
(SDR400,000)

(€473,890)
	£3,834,411

(SDR5,000,000)

(€5,923,624)

	Oil, Gas, Coal and Railway sectors
	£258,923

(€400,000)
	£258,923

(€400,000)
	£3,236,542

(€5,000,000)

	Telecomms sector
	£388,385

(€ 600,000)
	£388,385

(€ 600,000)
	£3,236,542

(€ 5,000,000)

	Indicative Notices
	£485,481

(€750,000)
	£485,481 

(€750,000)
	As per appropriate works threshold

	Small lots

 
	Not applicable
	Not applicable
	£647,308

(€1,000,000) 


1 Contracting entities in the field of Urban Railway, Tramway, Trolleybus or Bus services.

2With the exception of the following services which have a threshold of £258,923 (€400,000)

· Part B (residual) services 

· Research & Development Services (Category 8) 

· The following Telecommunications services in Category 5

· CPC 7524 - Television and Radio Broadcast services

· CPC 7525 - Interconnection services

· CPC 7526 - Integrated telecommunications services
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Project Engagement visit: Guidance document
1. What is a “project engagement visit?

The Project engagement visit is in essence, an initial “getting to know you” meeting with the project sponsors.  It forms part of the Monitoring Assurance Framework which has been devised to meet Article four requirements as established in Regulation 438/2001.  The scope of the project engagement visit is very similar to what was previously termed the “proof of existence visit”, however the visit has been renamed to be more reflective of its actual function.  

2. What is the purpose of the visit?

There are various objectives embedded in this visit

1. It is an opportunity to meet the project staff on a face to face basis.  You will be attending the meeting as a representative of the Government Office and as such provide an approachable contact for all of their ERDF related queries.  

2. It is an opportunity to arm the project with knowledge and set them on the correct path for the duration of the project.   By talking over the project fundamentals and ensuring a common understanding of the expectations of both parties are in place from the outset, there should be fewer problems arising from lack of understanding or knowledge.

3. It will assist you as Project Liaison Officer in becoming familiar with the project.  By meeting the project staff and working through the offer letter and proposed implementation methods your understanding of the project should be enhanced.

4. It will alert you to any areas that may give cause for concern.  By physically being on-site at the project and meeting staff you may be able to pick up more then can be drawn from desk monitoring – i.e. you can seek information yourself rather than relying on what is provided by the project.

5. It may provide examples of good practice.   There may be something demonstrated by the project which you can recommend to other projects.

6. It will provide a core for further Management information accumulated on the project

7. It is intended to form part of the work carried out to satisfy Article 4 of regulation 438/2001, in summary there must be systems in place to

a. Verify the delivery of the project and the reality of expenditure claimed

b. Ensure compliance with community rules

c. Verification of operations must be done “on the spot”

8. The Initial Project engagement visit will contribute to the work required for the “Progress and verification” visits which will be carried out on a sample basis.  The work carried out in the Engagement visit will break up the work to be covered in the more expansive article 4 visit.

Summary
Diagram one: key functions of Project Engagement visit
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3. Who will be subject to the Project Engagement visit?

All Projects will be subject to a project engagement visit.  The reasons for a 100% coverage are as follows

1. The Project engagement visit is what was previously termed a “Proof of existence visit”.  There is currently a Service Level Agreement between the Government Offices and DTI that all projects will be subject to a Proof of existence visit.  As the Agreement in still in force we must adhere to the conditions of the agreement.  Secondly, the systems detailing English assurance measures previously submitted to the Commission have included the 100% coverage for proof of existence visits.

2. As detailed in the above section outlining the purpose of the Engagement visit, there are numerous benefits to be derived from the visit, for both Government Office and project.  In short, it is a cornerstone of good project monitoring.

3. It provides a level of assurance regarding the project systems in place for those projects not included in the sample for the full Progress and Verification visit.

4. When should the visit be carried out?

As a guideline, the visit should be carried out no later than the three months after the receipt of the signed offer letter.  As the purpose of the visit is to discuss the terms and conditions of the offer, Government Office and EC requirements, it is better this is done sooner rather than later.  It will also feed into the general risk rating of the project and will make the rating more purposeful from an early stage. A letter which can be used as a template to confirm the visit can be found in annex 2 (Guidance for how to use the letter is in annex 3)

5. Who will carry out the visit?

Ideally the PLO responsible for the project should carry out the visit.  This is because it is a valuable opportunity to learn about the project and the sponsor.  However if this is not possible it could be carried out by a colleague with the relevant knowledge and experience.  The priority should be to carry out the visit before the lapse of the 3 month target, remembering that the key function of the visit is to relay the relevant information and ensure a common understanding is in place.  A feed back session from the attending PLO to the allocated PLO should be carried out to pass on the visit records, relay the main points of the discussion and any outcomes or action points.

6. What exactly will the visit entail?
The exact coverage may differ from project to project as you may find that issues vary in significance between projects or on occasion issues arise that are generally not part of the standard visit.  However as a guide the scope of the visit will include

1. A run through of the Offer letter what it means, its terms and conditions

2.  A discussion as to what the sponsors understanding of the Offer and project outcomes are

3. A discussion of the requirements issued in the Introductory pack (issued with the offer letter) i.e. Key monitoring requirements

4. A discussion of the projects project management systems or intended systems.  This may be the most appropriate time to meet other members of the team if you have not already done so.

A proforma has been devised which should assist in carrying out the visit.  The proforma has been designed to act as a working document.  By working through the proforma you should cover all of the necessary bases.  For ease of use it has been designed with the novice in mind.  You may find that it replicates the work you already do in which case you should find it relatively easy to follow.  The proforma can be added and adjusted but it should not be amended to the extent the scope of the visit is changed or it would be inconsistent with the work being done by other Government Offices as one of the aims of the proforma is to encourage consistency across the Government Office network.  The proforma can be found in annex 1
7. How long will the visit take?

As those of you experienced in project monitoring will know the duration of monitoring meetings can vary quite significantly depending on the circumstances of the project and it’s sponsor.  Furthermore the actual on-site work may only be a third of the actual time devoted to such a visit.  However as the purpose of the project engagement is not intended to look into project performance and does not require the extensive verification of project claims it should adhere relatively closely to the schedule estimate.  Furthermore, it is also worth mentioning that the speed with which you cover the scope of the visit will usually increase as you become more practiced at using the proforma and managing the meetings.

By way of estimate the following offers some idea of probable required resource allocation

Table one: resource allocation Estimate

	Stage
	Description
	Estimated average time (mins)

	Prior Preparation
	Prior to the meeting you will benefit from familiarising yourself with the project application, associated offer letter and any other documents on the project file (claims, significant changes, conditions of offer).  You will also need to take a little time to plan your journey.
	60 

	Travel to the project
	This will obviously vary from project to project, you may wish to replace this estimate with a norm more frequent to your region
	60 

	On site work

(summary)
	1 Discuss offer letter – 1 hr

2 Discuss applicants understanding of the project – 30 mins

3 Discuss the subjects covered in the introduction pack- emphasise the key points and clear and questions they have- 30 mins

4 Discuss the projects Project management systems or intended systems- how will they record outcomes, spend, submit claims, monitor progress? – 40 mins

(conservative estimates )
	160

	Return travel
	
	60 

	Write up
	The proforma used on the visit will form the basis of your visit record however, the project should receive a summary report of the visit with any associated outcomes
	80 

Total=  7 hr 


This is simply an estimate to assist with initial planning, you will find that variances occur.  

8. What happens after the visit?

When you return to the office you should try to write the visit report as soon as possible.  It is most effective to write the report as soon as you arrive back in the office as the meeting will still be fresh in your mind.  The following steps should be followed post Project Engagement visit

1. Write up proforma: If you have worked on a paper version of the proforma during the visit (as is often more practical) you should type up your notes and save the document to the project file.  You will also need to complete section 6 in the office.  This is a table designed to help you quantify your impressions of the project.  A category of “confidence” will be allocated, you may wish to re-band the risk rating of the project on the basis of this score.  Print a paper copy and add to the hard copy file.

2. Write report: You may wish to use the standard report format as shown in Annex 4 or you may wish to compose your own report format.  Either way you will need to compile a report for issue to the project.  The report will summarise the meeting and any required action.  You may also wish to make recommendations based on your findings.  Where ever possible the actions and recommendations should have been made known to the project during the visit.  A copy is sent to the project sponsors for them to read and sign to the effect that the contents are accurate and they agree to the action points.  This should then be returned to you and placed on the project file.  You may wish to enter an electronic reminder into your calendar to prompt you when a deadline for response is reached.  Some PLO’s may also wish to send their visit record, this may be useful for the project but you may wish to remove sensitive comments.  Section 8 is intended for GO use only therefore I would not recommend this is disclosed to the sponsor.  An incomplete version with only the standard text in may be a good compromise. 

3. Update the risk rating of the project: If you think that the risk rating previously allocated to the project is not an accurate reflection of the risk status of the project, amend the risk rating accordingly, documenting your reasons for doing so, table 6 should be referenced.  If the project moves into the high risk banding, take necessary steps to see that it is scheduled for a Progress and Verification visit.  I would caution against down-grading high risk projects as they may have been categorised as high risk on the basis of past performance or the size of the grant they have been allocated.

Annex 1: PROJECT ENGAGEMENT – VISIT RECORD
Table one::

Ia: Project Details

· This section should be filled prior to the visit (as part of pre-visit preparation)

· Confirm the project details at the start of the meeting to ensure that the Government office and the project team are operating under the same understanding of the basic terms 


Project Summary

	Project Title
	

	Reference Number
	

	Sub-Region
	

	Programme
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       Core                           Transitional                        Core and Transitional                                 

	Priority & Measure
	

	Applicant Organisation
	

	      Project Risk Category
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       High                           Medium                        Low                                 

	      Project Description
	


Project Timeline

	Start Date (offer letter)
	

	Actual Start Date
	

	Completion Date (offer letter)
	

	Anticipated Completion Date
	



Project Funding

	
	Offer Letter Details
	Progress to date*

	
	Eligible Expenditure
	ERDF Approved
	Declared Expenditure
	ERDF Payments

	Capital
	
	
	
	

	Revenue
	
	
	
	

	Total
	
	
	
	


* use information from the latest claim / progress report

1B: Visit Record

Reference Data

	Date of Visit
	

	Address of Premises Visited
	

	Duration of Visit
	


Names of Personnel present during visit

	Name
	Org + Job Title

	
	GO monitoring officer:

	
	

	
	Project Personnel:

	
	


Guidance:

· Follow the order in which sections are presented, try not to skip between sections as you may end up omitting questions and repeating previously covered areas

· It should be you who is leading the discussion and dictating the progress of the meeting. This is important to make sure you cover the content within a reasonable timeframe and the discussion remains relevant to the aims of the meeting.  

· It is important to make sure attendees have an opportunity to reply fully to your questions.  If the attendee does not appear to have understood what you have asked, try slightly rephrasing the question

· Record any agreed action as you progress in the “agreed action table” in table 7, Section 5 – this will assist in summarising the visit outcomes. You may also want to record any recommendations as they occur (differentiate these with an “R”)

· Provide relevant feedback to the project sponsors at the close of the meeting

· If you are uncertain of anything or cannot answer a question for any reason, tell the project representative you would like to consult with colleagues and will provide an answer once you have had the opportunity to do so.  Do not feel compelled to resolve issue there and then, it is more important the information you provide be accurate than instant.

Section 1: INTRODUCTION

Greeting / Formalities 

1. Introduce yourself: Tell attendees who you are and your position in the Government office 
E.g. you work as a project Liaison officer in the “European Team” in GO-x, and you will be monitoring the progress and performance of the project in question.  You will also be the initial contact point for the Project should they have any queries or problems regarding the project.
2. Do the same for any colleagues you may have accompanying you. You may want to provide a reason why they are with you e.g. “Katherine is accompanying me as an observer”
3. Ask the attendees to introduce themselves and indicate their connection to the project. Make a note of their names and positions in the table below.  They may also wish to give you a summary of their fire alarm proceedings and directions to the toilets etc.

Table two: Attendees of Project Sponsor 

	Name
	Position in the Organisation

	
	

	
	

	
	


Outline the purpose the meeting

4. This meeting has various functions they can be summarised as
a. An opportunity to meet each other on a face to face basis

b. To ensure both the Government Office and Project sponsors are operating under the same understanding of what the project will deliver.

c. To help the project understand the terms and conditions of the offer letter.

d. To look at the monitoring and guidance as specified in the Introductory pack

e. The visit contributes towards satisfying on the EC requirement to carry out on the spot monitoring of projects as stipulated in Article 4 of Regulation 438/2001

f. TO ASSIST THE PROJECT IN GETTING IN RIGHT FROM THE START.

Tell attendees: All projects will be subject to a Project engagement visit.  
If sample for Full Progress and Verification visit:

Is not yet  drawn or they are not included in sample: “At a later date there may be a further monitoring visit carried out on the project on a more expansive basis which will verify the claims submitted to GOx. You may also be subject to an Inspection by the Government Office “AUDIT” team”

Has been drawn and they are included or are automatically included: “Before project completion this visit will be followed up by a more expansive and in depth look at the systems you have in pace and the evidence you have to support the claims you have submitted to GOx.  You may also be selected to be subject to an Inspection by the Government Office “AUDIT” team”

5. Outline the plan for the visit: “The visit will be structured in the following way”
1. We will run through the offer letter and annexes.

2. I will then ask you to tell me about the project as you envisage it or if running what it purports to deliver

3. I will then draw your attention to some key points as detailed in the Introductory pack you received with the offer letter. I will then ask some questions to enable you to tell me how you plan to meet these requirements and manage the project in general.

4. We will close the meeting with a brief summary of what we have covered and what will follow.

6.   Any Questions at this point?
You are now ready to continue with the main body of the proforma

Note: Some people find working to a proforma a little rigid, it is however the most efficient way to cover areas systematically.  Whilst you should aim to be flexible in your coverage do not be tempted to allow yourself to veer too far away from this guide as you may end up with gaps in your report.  You may wish to mention to the attendees that you will be working through a visit record document in a set order to make sure your record will be complete and consistent with GO procedures, it may also make the attendees feel more relaxed knowing what you are writing about.

Section 2: The Offer Letter

Look at your watch and note the time, you should aim to complete this section within an hour 

Time: 

Purpose: the purpose of this section is to make sure that the project is aware of the terms and conditions of the offer and understands they apply to the project

1. The offer letter is based on a standard template issued by the Office of the Deputy Prime Minister.  It is a legal document and should be viewed as you would a contract.  By agreeing to the offer you are agreeing to meet the terms and conditions of the offer which  are as follows:
Table three: Stipulations of the Offer Letter – Single measure

	Item
	What the item says
	What this means for the project
	Comments?

	3
	Approval has been given on the basis of the details set out in the application form ERDF1 AND the associated Business Plan – Grant is offered on the conditions the project delivers the agreed targets and pattern of expenditure in Annex 1
	It is the content of your application, business plan and agreed targets and expenditure you have agreed to deliver 
	

	4
	Table outlines the maximum level of grant payable, this is regardless of any increase of eligible expenditure unless the GO have approved the increase in writing
	Spend must be carefully monitored to ensure it is in keeping with agreed amounts
	

	5
	Only “eligible” expenditure can be claimed for
	There are rules on what can and can’t be claimed for, there is no exhaustive list but as a starting point 

· It must be within the limits of the agreed grant Spent within the start and finish dates of the project. 

· The money must have been defrayed i.e. already spent, 

· it must be directly related to the project 

· and must not be a cost directly classified as ineligible as detailed in Annex 8 – GO TO ANNEX 8 AND RUN THROUGH 
	

	6
	The projects start date is:

Its completion date is:

Its financial completion date is :

The final claim and the statement of Grant expenditure provided by your auditor should be submitted no later than:
	
	

	7
	ERDF projects must comply with EC regulations, key regulations are listed
	You should read the regulations if possible however the guidance provided by the GO is in accordance with EC requirements so by following GO guidance you should be compliant
	

	9-10
	GO must agree in advance any changes which 

· Alter the nature of the project

· Effect a significant change to categories of expenditure or the expenditure profile OR outputs (annex 1)

· Represent a change in the projects use , financing or ownership


	You must write to the GO to detail the proposed change and the reasons behind it prior to its occurrence or effect.  The GO will then decide if the change is agreeable and notify you of their decision in writing.

The change cannot be made without the consent of the GO.

If this is not done Grant may be stopped and you may have to repay grant already received.

  
	

	11
	You must maintain a full and accurate record of details relating to the project.  These records must be kept until 3 years post programme closure, approximately Dec 2014 though  you should await GO instruction on the actual safe disposal date.  Original documentation is required.  This also applies to any delivery partners or agents for whom you claim grant for, you will be responsible for ensuring all records are in place
	See the Guidance on required documentation and document retention in the Introduction pack.  Be aware that copies are not accepted as original documentation unless independently certified.  Consider the need for being able to produce project records when considering document storage
	

	12 -13
	Select the appropriate option 

On the basis of the value of the Grant :

· You are required to submit an annual statement of Grant  Expenditure to your auditor and send a copy to the GO by the 30th Sept for the following financial year and thereafter.  The audited statement of grant expenditure must reach the Go by 31st Dec of that year

· The FINAL audited statement of grant expenditure must be received no later than : (date)
	Need to comply with the requirement or payments may be interrupted.
	

	14
	Quarterly progress reports are required with the ERDF20, however additional requests may be made which you must comply with 
	
	

	15
	Reg 1220/1999 allows for the ODPM/ GO, national audit office, European Commission and the European Court of auditors or their representatives to have access to project info, inspect the info and require further info is they require so
	Be aware they may be audited by non-Uk bodies
	

	17
	Non compliance with

· the offer letter  

· Ec obligations

· Or failure to investigate and resolve irregularities

may result in the withholding of payments and or repayment of grant previously made 
	
	

	18
	Over payments must be repaid on demand by us on or your discovering it
	
	

	19
	The department is not liable for any losses attributable to the delay in the payment  of claims or the suspension, reduction or cancellation of ERDF
	
	

	20
	The Organisations who will be making payments against which ERDF will be claimed are:  (LIST)
	
	

	21
	No amendments or variations to the offer letter will be effective unless agreed in writing by the GO
	
	

	Annex 1
	Detail categories of the project costs and the estimated profile of these costs across the project duration

· Capital

· Revenue

Following table details how funds are expected to be sourced

Project income above the planned amount of  …….. will be deducted from total eligible expenditure

The following table details the contracted outputs (summarise)
	
	

	Annex 2
	This annex gives more detail on eligible expenditure

How to claim: The table specifies when you must submit  your claims you must adhere to this schedule, failure to do so may result in the termination of grant

The total grant claimed will be restricted to the overall % grant rate agreed, grant paid will be based on the total eligible expenditure for the capital and revenue elements combined.
	It is important that the claims only contain deferred costs for eligible items within the agreed expenditure dates.

A cost is classed as defrayed when the money has in effect, left the control of the originator i.e left your account.

Your records must support claimed expenditure with original documentation  and supporting records

ERDF will only be paid on eligible expenditure, if costs are later found to be ineligible they will be recovered.

It is important to submit in the timeframe provided.  Only complete claims can be processed therefore ensure

· It covers the whole of the period in question

· Includes a breakdown of the amount of eligible expenditure

· The amounts funded through other sources 

· It must be accompanied by a detailed report (Project Progress report) and any other commentary appropriate.  Other monitoring criteria may also be agreed with the GO.  THIS MUST BE SUBMITTED EVERY QUARTER EVEN IF NO CLAIM FOR GRANT IS MADE
	

	Annex 3
	Provides details of some EC requirements you will need to be aware of

Environmental Impact
	Details are provided on State aid rules – you will discuss these further through the visit

Procurement  - this will also be discussed in some detail later, it is worth mentioning that since the issue of the offer letter the thresholds regarding tender actions may have changed , the introduction pack will have more up to date guidance.

You must comply with EC Environmental Legislation
	

	Annex 4
	Provides details on EC Publicity requirements to which you must adhere 
	· You must publicise the support provided by ERDF

· The community emblem should be used where ever possible – on publications, in adverts, on stationary etc

· A plaque should be placed on supported premises 

· If the project is over €3m you must erect Billboards, specifics on Bill boards are provided

You should be satisfied that you are familiar with the terms of this annex
	

	Annex 5
	Requires the retention of documents for 3 yrs after the final payment has been made by the commission on the PROGRAMME
An asset register must be established and maintained for fixed assess acquired, built or improved wholly or partially using ERDF.  This applies to those purchased by third parties
	Previously discussed – final payment on the programme is not the same as final payment on the project
Assets over £2,500 and above which will not be “used up” over 12 months should be included, the annex relays details to be recorded.
	

	Annex 6
	This annex gives details of the audit and monitoring requirements associated with the offer
	If the project receives over £20,000 ERDF, grant must be audited  before the final claim is paid

A registered Auditor must be appointed you should use the ERDF70 and ERDF70G 

(Or the Audit commission if applicant is a LA using the ERDF60) 

(5-10%) of Eligible grant is retained until the project is completed and a satisfactory audit report is received by the GO

If the project is £250,000+ must be audited annually as previously discussed.  Note- the offer allows for the GO to request any project to carry out annual audit

Draw attention to the deadlines

The GO has monitoring and Inspection obligations which means it is necessary to carry out checks and audits on the projects, as such you are obliged to comply with requests for information on the project and co-operate with auditors as requested


	

	Annex 7
	This annex states that the Secretary of State, in this case though the GO, has the right to withhold grant and details reasons why this may be deemed necessary
	The reasons mostly equate to the project representing a risk of some sort, that is delivery will not be made in accordance with the terms and conditions of the offer.

Ensure you are familiar with these
	

	Annex 8
	List of Ineligible expenditure
	These items cannot be claimed for
	


(You should now be confident that the project sponsors are aware of the implications of the offer letter.  Ask if what you have told them is clear and they understand the terms of the offer? Resolve any remaining uncertainties.  

Section 3: Project Sponsors understanding of the project.

Look at your watch and note the time, you should aim to complete this section within 30 minutes 
Time:

Purpose: To make sure that the project sponsors understanding of the aims and objectives of the project are in line with the GOs

Use the following prompt questions to ensure proposed delivery is in line with that envisaged by the GO, you may not need to write detailed notes for the response providing you are happy the response is inline with the application 

Table four: Sponsors Planned delivery

	
	Question
	Response

	3.1
	Who wrote the project application?

Are they a member of the Organisation?


	

	3.2
	Is the project based on an existing function of the organisation?


	(For info, you are basically looking to see if this is a new enterprise for the organisation)

	3.3
	Has the project begun?

Yes- at what stage is the project i.e has building begun, have beneficiaries signed up?

No – Have administration systems been established?


	(If the project has begun variances identified in the following point 3.4, will need to be resolved and applied retrospectively, or it may impact on future delivery.  It will also mean they should have systems to relay to you)

	3.4
	Could you please run through

a) what the objectives of the project are

b) who will it engage (beneficiaries)

c) what the outputs will be

d) what the general categories of associated cost will be – i.e what will they be claiming for

e) Who will be delivering the project – will there be partners/ sub-contractors? (if sub-contractors are to be used be sure to emphasise the requirements regarding tendering of services)
	Delete or select as appropriate:

NB, You will address definitions of outputs later, this may help you reach a view on whether the projects understanding is correct

A)  The project sponsors intend to implement the project as understood by the GO and in line with the offer letter/application

B) The project sponsors have a slightly different understanding of the way the project should be implemented – (  Discuss variances and resolve
Common understanding agreed?:

C)  The project sponsors do not appear to have understood the objectives of the project in the same way the GO has – ( Discuss variances and resolve
Common understanding agreed?:  

(If an understanding cannot be agreed in line with the application and offer: the project cannot continue in its current form, the project will need to submit a request in writing to allow a significant change, this will then be considered at the GO.  It may result in a revised offer letter if appropriate or funding may be withdrawn and any previously allocated funds will need to be recovered. Note in the agreed action table in section 5


You should now have a general understanding of how the project sponsors intend to run the project.  Where there have been variances in the envisaged delivery between the GO and the project, they should have been identified from the above discussion:

RECAP

3.5 Where the project has agreed to alter their proposed delivery to meet the GOs envisaged delivery, you should have made a note above : read back the agreement to the attendees
3.6 Where an agreement has not been reached and the project wishes to implement as they currently envisage they will need to write to you setting out their request.

You will now move on to discuss the Introductory pack that was issued with the offer letter

Section 4: The Introductory pack

Look at your watch and note the time, you should aim to complete this section within 30 minutes
Time:

Purpose: The Purpose of this section is to run through the information which was provided to the project when the offer letter was issued.   It was entitled “An Introduction to Monitoring an ERDF Project”  The applicants should have the document and therefore there is no need to go into too much detail, the purpose of this section is to draw their attention to key areas, therefore you should spend more time on areas which seem most relevant

( Do attendees have a copy they can see?

Point out the content and ask if they are clear on what the document is saying, you may wish to make notes if necessary

Table 5

	Section
	Content
	Notes - 

	2
	Record keeping

This details 

· what records to keep,

· What the records should show

· Who is responsible

· How long records should be kept for
	

	5
	Apportionment methods

· Ensure the project is aware of the need for apportionment -  Staff and Overheads

· Ensure they understand the methods presented
	

	6
	Tendering and procurement

· Especially important if they are a public body 

1. If a public body: need to comply with community rules when tendering.  Depending on the value of the contract it may need to be advertised in the European journal (see annex 9 of introductory pack) this can only be foregone for specific reason as detailed in the Introduction pack.  The offer letter also has guidelines regarding how many tenders are expect to be sought 

2. these actions for tenders should be adhered to regardless of your need to adhere to the community procedures i.e. all projects

	

	7
	Depreciation – it is allowed on items not purchased using structural Funds. It must be correctly calculated
	

	8
	Significant Changes: As discussed changes need to be agreed by the GO, formally and in writing.  Details of what may constitute a significant change are provided
	

	9
	Publicity requirements :  

· Is the applicant is aware of the ERDF publicity requirements?

· Does the applicant has access to the ERDF logo in electronic format ?

· Does the applicants have systems in place to relay ERDF’s support to beneficiaries?
	

	10
	Definition of Outputs and results:

1. Return to the offer letter point out the commentary of the projects purpose

2. Confirm the type of output the project is delivering

3. find the definition of the output indicator in the table and ensure that the applicant is clear on the meaning of the outputs being delivered

4. Do the same for the result indicators

5. Do the same for the Impact Indicators
	

	11
	Monitoring:

1. Project monitoring by the project applicants

· It is the responsibility of the project team to monitor the project to ensure it is progressing as required.

· The Introduction pack outlines some project management principles you should apply

· If you plan to follow a model already in use, you should ensure it covers the points detailed in section 11.   P59 has a project framework, monitoring framework and monitoring procedures framework which may be useful

2. Monitoring By the GO

· The project must be prepared to receive monitoring visits by the GO
	

	12
	Cross Cutting Themes

· Look at the projects agreed cross-cutting themes

· Is the applicant aware they must monitor these indicators

· How will the applicant monitor these?
	

	13
	Managing Partnership projects

· Is this relevant to the current project?
· If yes ensure they have seen the guidance in the Introduction pack
	

	14-15
	Common mistakes and Ineligible Expenditure

· Advice the project to ensure they are familiar with the common mistakes and Ineligible Expenditure
	

	Annex 1
	Timesheets

· Recommend they use the format provided or a similar model – do they need an electronic version?

· Advice it is used in conjunction with methods for apportioning costs i.e. the staff cost cards

· Are they confident they can complete timesheets?
	

	Annex 2
	Job notification

· Records must be kept
	


Section 5: Project Management Systems

Look at your watch and note the time, you should aim to complete this section within 40 minutes 
Time:

Purpose:  The purpose of this section is to allow you to make a judgement on whether the project appears to have the capacity to manage to project to the standards required by the offer.  If you consider there to be gaps in the management system of the project, you will be able to point them out to the project in good time to enable them to work to rectify them.

Remember: The purpose of this visit is not to examine the systems in any detail; systems are likely to be relatively unestablished at this point.  The purpose is to make sure that that the management systems they intend to implement seem adequate and they have considered what will be required.

Table 6: Project management capacity

	
	Question
	Response

	5.1
	Do you have an Organisation chart for Staff working on the project? (Get copy)


	If ERDF related staff are not readily identified ask the sponsors to mark out who will be working on the project.

If they don’t have one ask them to produce one: note in the agreed action table in Section 5



	5.2
	Are these staff on a full time or part time allocation to the project?


	Mark the FT against those staff on the org chart who work full time to the project and PT next to those who work part-time

( If there are part-time staff, ensure they are clear about the need to proportion cost – there are guidelines in the Introduction pack.



	5.3
	How will staff time be recorded?
	(Point them in the direction of the Time sheet guidance in the Introductory pack)



	5.4
	Who will be compiling the claims to the GO? How will costs be fed into the claim?

How will ERDF related costs be identified and apportioned? – e.g. separate cost code?


	(point them in the direction of the apportionment advice in the introductory pack)

	5.5
	A) How will output information be collected?

B) If they rely on information being supplied by a partner/ sub-contractor, how will they verify this information?


	

	5.6
	Who will be checking and signing the claim – what is their  position in the organisation (is this in line with the signatory in the application/ offer?)


	

	5.7
	A) Have they issued any guidance or training on ERDF requirements to the staff working on the projects?

b) How will they inform staff of ERDF requirements such as Document retention?
	(as a basic measure all staff should have access to a copy of the introductory pack)If the GO offers training to project workers inform the project attendees – any agreed action to be noted in Agreed action table – section 5)




You should now have an overall view of the sponsors preparedness to deliver the ERDF project.  Your views should be recorded in the table set out in section 6- Summary (table 9), you should do this on your return to the office.

6  State Aids:

Purpose:  This is to ensure applicants are aware of the existence of State Aid rules and assess their applicability

	
	Question
	Response

	6.1
	Are you aware of state Aid rules?
	Response :

YES: Would they like a recap? If not  -( go to 5.2

NO: The EC has rules to control and restrict the amount of aid given by all member states to their industries.  The rules are intended to prevent governments distorting competition within the EC by effectively subsidising industry in their own nation.  ERDF is classed as public expenditure and where funds will be used either directly or indirectly to provide subsidised benefits to undertakings there may subsequently be state aid implications.  Any aid which has not been approved by the Commission is illegal and may be subject to clawback.

Block exemptions exist for SMEs, R&D, Employment and de minimis aid which allow aid to be given under strict conditions.  The Commission has also approved a number of State aid schemes to the UK to allow support for regeneration.  You should consult the ODPM State aid team if you wish to use any of the schemes or block exemptions. 

Go to 5.2 NO

	6.2
	Are you aware of the de-minimus rule?
	YES: GO to 5.3

NO:  The Commission has agreed a block exemption on de minimis aid whereby aid need not be directly notified.  The threshold is €100,000 over a three year period per undertaking, taking into account all state aid that an organisation may have received from any source.  Use of de minimis aid is subject to strict conditions and its use must be notified to the DTI State aid team.

	6.3
	Will state aid be applicable to your project?  Will you be providing assistance to undertakings?
	NO: consider if this assessment is correct, or if you have doubts consult a colleague 

Don’t know?  If this is the case and you are not sure yourself, make a note to take this project to your resident State Aid expert in the GO

YES:

If you are providing assistance to undertakings and propose to operate a State aid scheme and/or block exemption there are certain actions you must take.  You must:

1. Ensure those who are to receive assistance are within the definitions of a SME (where applicable)

2. If the organisation is a SME, obtain confirmation of receipt of State aid in the last 3 years (where applicable)

3. If the organisation is a SME, provide the participation in the project with a record of the cash value of assistance provided (even if cash is not directly provided the cash value will apply)

4. Ensure that you adhere to the terms and conditions of any scheme or block exemption that you intend to use. 

	6.4
	Are there any further questions on State aid?
	( If you are not confident to make an assessment on the applicability of state aid rules OR you cannot answer the questions asked, take them back to a colleague in the GO and get back to the applicant with a response later.


You should now progress to conclude the visit

Section 7: Closing the meeting

Purpose: This part of the meeting is designated to recapping on what has been discussed and outlining any agreed action.  

1. During the meeting we have discussed:

a. The terms and conditions of the offer letter, you have confirmed that you understand what we have discussed

b.  In relation to reaching an understanding regarding the project to be delivered relay one of the following: 

( We have discussed what the project will deliver and have reached a common understanding of what the objectives of the project are

x We have discussed what the project will deliver.  Proposed delivery does not follow the delivery as envisaged by the GO.  I have informed you that you will need to request an agreement for a significant change to deliver to this specification.  This agreement will be awarded at the discretion of the GO.  If accepted it may result in a revised offer.  If declined the project will either need to follow the delivery as directed by the current offer letter or funding will be withdrawn.

c. I have drawn your attention to key areas of the Introductory pack which you must be understand and adhere to where appropriate.

d. You have given an outline of the staff who will be working on the project and how you will compile the claims to the GO. The systems you have described may be assessed more fully during a progress and Verification visit or through an Article 10 Inspection by the GO audit team 

2.  Specific agreed action is:
Table seven: Agreed action / recommendations

	Section
	Point reference
	Agreed action/ recommendation (R)
	To be completed by:

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


2. I will send you a report to document this meeting and restate any agreed action.  The report should be with you within ………… days. (You should aim for within a week though in busy periods give a realistic time rather than miss your own deadline)

3. Thanks: Thank those involved for their time and participation and wish the project success.
4. Contact: You will be in contact regarding any agreed action points and intermittently regarding claims and progress issues.  Should they have any queries or problems regarding the project they should contact you or a member of your team  ( This may be a good opportunity to ensure you have the correct contact details for those involved and they have your direct line number and e-mail address
Table 8: Contact memo:

	Name
	Position
	telephone
	E-mail

	
	
	
	

	
	
	
	


Section 8: Summary

Purpose: This section should help you form an over all opinion of the projects capacity to work to ERDF requirements.  The views expressed in this section are for GO reference only.

1. This table is a Subjective measurement intended to help you quantify the impressions you have taken away from the visit, it is based on your perceptions the project.

2. You should look at the item and select the rating you think reflects your confidence in the project to satisfy the issue in question.

3. Each rating has a score, For example, on item 4, if you were not confident that the project has sufficient staff to delivery the project to ERDf requirements you may opt for the 0-29% rating which has a score of 1, therefore mark this score in the column against item 4.

4. Once you have completed all of the scores you will arrive at a total

Table 9: Summary

	
	90-100%
	70-89%
	50-69%
	30-49%
	0-29%
	

	
	(Certain)
	(reasonably confident)
	(there is room for doubt)
	(a high degree of uncertainty)
	(you are in no way confident or to a very limited degree)
	

	Value
	5
	4
	3
	2
	1
	

	1) I am confident that the sponsors fully understand the requirements of the offer letter
	
	
	
	
	
	

	2) I am satisfied that the project the sponsors intend to deliver is fully in line with the offer letter and application
	
	
	
	
	
	

	3) I am confident that the project has read the Introductory pack and is aware of it’s key points
	
	
	
	
	
	

	4) I am confident that the project is adequately resourced to run the project
	
	
	
	
	
	

	5) I am confident the project will have adequate administrative procedures to correctly allocate costs to the project
	
	
	
	
	
	

	6)I am confident that the project has suitable proposed systems to monitor and record outputs
	
	
	
	
	
	

	7) I am confident that an appropriate person will be checking the claims.
	
	
	
	
	
	

	Total Score
	
	
	
	
	
	X


5. The total score should give an overview as to your confidence the project has understood the ERDF Requirements and has the capacity to implement them.  As a guideline the following table provides a key to interpret the score:

	Score
	Confidence / Assurance
	Risk Consideration

	30-35
	High
	It is likely to be a low risk project.  They fully understand the conditions of the grant and seem very able to adhere to them.  Caution- do not down grade high risk projects on this basis as they may have been deemed to be high risk on the basis of past performance or the scale of the Grant.

	20-29
	Medium-high
	The sponsors seem to have a good understanding of the offer letter and associated requirements.  There are minor areas for improvement thus far.  If it is a medium risk project it may carry less risk than others

	10-19
	Medium-low
	There are some issues which the project may fail to deliver on as a result of their understanding or willingness to adhere to ERDF requirements.  The project may carry slightly greater risk than medium-high confidence rated project sponsors

	0-9
	low
	The project sponsor did not seem to understand the ERDF requirements in key areas or there is a risk they will not have the capacity to deliver to project in line with the offer letter.  If this project does not already carry a high risk banding, you may wish to move it into the high risk category


This project has a confidence rating of: 
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Annex 2:Template letter to Confirm planned Project Engagement Visit

[image: image55.wmf] 


[image: image56.wmf] 


Dear              

Subject:  ERDF Project Engagement Visit

Reference: Enter Project name and any reference
As previously discussed in our telephone conversation / exchange of e-mails on DATE, A representative from the Government Office for X will be attending your premises at :
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On the DATE at TIME.   I/ Name will be the attending Project Liaison Officer, accompanying me will be X.

The purpose of the meeting is to assist you in your delivery of the above referenced project by ensuring you are fully informed on the requirements associated with the delivery of an ERDF project and the Offer letter you have agreed to.

The meeting will address

1. The terms an conditions of the offer letter

2. The project you are delivering

3. The information you received in “An Introduction to monitoring an ERDF project”

4. The Project management systems you have established or intend to establish.

If would be helpful if those attending the meeting had a copy of the offer letter and introduction pack to refer to and were familiar with its contents.

If for some reason, you do not have a copy of the Introductory pack please let me know immediately.

I look forward to seeing you on the DATE 

Yours Sincerely 

(Signature)

Print name

Annex 3:  Guidance on the Appointment Confirmation letter:

1. Insert GO address in the right hand text box

2. Insert Project address in the Left hand text box

3. Put the date in the date text box

4. Enter the name of the addressee in the Dear……... slot

5. Next to the Reference heading, enter the project name and any reference (ERDF number)

6. Depending on how the appointment was initially arranged , delete either telephone conversation or exchange of e-mail

7. Enter the date the initial agreement was made.

8. Enter the relevant Government Office in place of Government Office For X

9. Enter the address at which you have agreed to meet (this will avoid any confusion)

10. Enter the Date and Time you have agreed the meeting for as indicated.

11. If you will be attending, use the “I will be the attending 
Project Liaison Officer” option, if somebody else will be attending write their name in place of “name”.  If you will be unaccompanied delete “accompanying me will be” if you will be accompanied provide the name of the person who will be with you.

12.  Reiterate the date at the end of the letter by inserting it in the place of I look forward to seeing you on “Date”.

13. Sign the letter and print your name, you may of course wish to end the letter with a different courtesy. 

Annex 4:  Project Engagement Report Template 
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ERDF Project Engagement Visit

Report
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	Project Name
	

	Applicant
	

	Reference 
	

	Date of visit
	

	Visiting Project Liaison Officer
	

	Project attendees
	


Dear 

A Project Engagement visit was carried out on the ERDF funded project “project x” on “1st July 2005”.  Attendees of the meeting are listed above.  This letter is to document what we discussed and re-state any agreed action.

1. My name is X and I am your Project Liaison Officer, you should contact me directly if you have any queries or problems with the project.  My contact details can be found on the top right hand corner of page 1.

2. The offer letter contains conditions which you must adhere to.  We have discussed these details and you have confirmed that you understand the terms of the offer.

3. There are certain requirements that must be satisfied to enable the funds to be eligible and correct.  We discussed key components of the Introductory pack and the need for staff working on the project to be aware of these requirements

4. In order to submit accurate and timely claims, strong systems for collating, checking and submitting claims must be in place along with the means to ensure successful delivery.  You outlined some key aspects of your delivery arrangements.  Any associated recommendations will be in the table below.

	Agreed action/ recommendation (R)
	To be completed by:

	Issue:

Requirement:


	

	Issue:

Requirement:


	

	Issue:

Requirement:


	

	R:


	


What you should do

Where action has been agreed, we require you to follow the requirement by the completion date.

Where a recommendation has been made, as indicated by “R”, this is a suggestion which is made to improve the systems and performance of the project, we strongly urge you to take up any recommendations made.

You should now sign a copy of this letter to confirm you have received and understood its contents.  Return the signed copy to me as soon as possible.  You should submit information relating to agreed action (Requirements) by the time specified.

I look forward to hearing from you 

Sincerest Regards

(Signature)

(Printed Name)
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	Reference Number
	5.1b

	Date Issued
	October 2004

	Expiry date
	May 2009

	
	

	
	

	Project Monitoring Model of Excellence 

	
	

	
	


What is this note about ?

It identifies and collates best practice adopted across the Government Office regions to provide a conceptual and operational framework for monitoring projects.  A cross-GO group tasked with providing a Model of Excellence for Project Monitoring drafted the contents.
It is not intended to supersede current ODPM guidance, but offers user-friendly advice and solutions.  It also builds on the guidance issued in May 2004 on Compliance with Article 4 of Regulation 438/2001 - Monitoring checks. 

A Project Monitoring Training Mentor Checklist is at Annex A.  It is designed to provide a step by step framework for introducing a member of staff to Project Monitoring on a one-to-one training basis.  

Who should see this note?

GO Directors Europe, GO European Secretariats, GO FAM Managers and GO Finance teams.

Who do I contact if I have any queries ?

Roger Sallin
ESAD




Earl Hines ESAD
020 7944 8135 (GTN 3533 8135)


020 7944 3838 (GTN 3533 3838)

Roger.Sallin@odpm.gsi.gov.uk


Earl.hines@odpm.gsi.gov.uk
Or : ESAD 020 7944 3835
ESAD FINANCE GUIDANCE NOTE 5.1

PROJECT MONITORING MODEL OF EXCELLENCE

Introduction

10. The Project Monitoring Model of Excellence (MOE) has been designed as a guide for all people involved in the delivery of European Structural Funds Programme and aims to provide a conceptual and operational framework for monitoring projects supported with European Regional Development Fund (ERDF). It draws upon a vast body of knowledge such as existing reference material and guidelines on the subject, processes and practices adopted across the regions and experience of practitioners, in order to identify and collate best practice. 

11. The content of the Monitoring MOE is organised as follows

Part I What is monitoring defines the concept of monitoring. 

Part II Why do we monitor sets out the purpose of monitoring.

Part III What do we monitor describes the scope of monitoring and highlights some practical challenges for monitoring officers along with guidance on how to deal with tricky issues.

Part IV Who monitors outlines the roles and responsibilities of persons who are involved in monitoring.

Part IV When do we monitor provides practical guidance on timing and frequency of monitoring.

Part VI How do we monitor provides a toolkit of approaches, methodologies and techniques for effective monitoring.

What is monitoring?

12. The dictionary definition of ‘to monitor’ is ‘to observe or record the activity or performance of someone or something’.  In the context of Structural Funds, project monitoring can be defined as a continual and systematic process of collecting and analysing data to measure the progress being made, or lack thereof, by a project in relation to its planned activity (as approved in the offer letter). In addition, monitoring of projects supported by ERDF means making sure that the project physically exists and has the records in place to verify the information stated in the offer letter and claims / progress reports. 

Why do we monitor?

13. Monitoring is an integral component of effective European Structural Funds Programme and project management, and if properly conducted can significantly enhance the outcomes of a project and ultimately the programme.

14. At the top level, we monitor projects quite simply as it is a requirement of the EU Structural Fund Regulations.  This requirement is set out in the following Commission Regulations: 

· Commission Regulation (EC) No 438/2001 of 2 March 2001 which lays down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards the management and control systems for assistance granted under the Structural Funds. Article 4 of the Commission Regulation (EC) No 438/2001 deals specifically with the requirement of proof of existence or on-site monitoring visits.

· Commission Regulation (EC) No 2355/2002 of 27 December 2002 amending Commission Regulation (EC) No 438/2001.


The regulatory requirements are further explained in ERDF Finance Guidance 
Note 2.3 on "Compliance with Article 4 of Regulation 438/2001 - Monitoring 
Checks" dated May 2004.

15. At a practical level, the purpose of project monitoring is four fold:

· to check that grant is used for the purposes for which it is made available and that terms and conditions of grant are complied with.

· to ensure that grant is paid when it is clear that a claim meets the terms set out in the offer letter and that the project is proceeding and can be expected to proceed according to plan.

· to ensure that grant is paid only on defrayed eligible expenditure where there is a clear audit trail to the final recipient.

· to deal with projects which fail to meet agreed objectives. 

16. Additionally on-site monitoring visits (commonly referred to as Article 4 monitoring checks) are required to ensure that the project physically exists; that it is progressing as stated in submitted claims and that the outputs & results being reported by the applicant are genuine, provide value for money and are being counted correctly. 

17. Furthermore, monitoring also provides the opportunity to 

· identify problems as early on as possible and make suggestions for improvement 

· identify successful elements of the project for possible use in publicity efforts & to share best practice.

· develop understanding between the Project officer and applicants on the nature of each other’s work.  

What do we monitor?

18. Monitoring means keeping track of the progress being made by a project in relation to its planned activity. This is primarily done by examining the information collected through payment claims/ progress reports. In addition, all projects supported by ERDF are subject to on-site monitoring visits (Article 4 monitoring checks) to make sure that the project physically exists and they have the records to verify the information provided in the claims/ progress reports.  The first component of the Monitoring framework, the Project Engagement visit should help inform the sponsor what documents and records must be maintained to meet monitoring requirements.

When should we monitor?
10. In the case of the Project engagement visit, the optimum time to visit will be within the first 3 months of the projects duration.  As the purpose of the visit is to prevent the project delivering in contrary to the offer letter and to make sure they are informed of the record keeping requirements it is best practice that this be done sooner rather than later.  As no claims need to be checked at this point the project need not have submitted claims to the GO

11. In the case of the Progress and verification visit, the project should have commenced.  The visit should be suitably spaced from the earlier engagement visit unless circumstances make this impractical.  The monitoring checks should not be at such an early stage that there are no or few records to check. It should not be at such a late stage that if records are poor, it is too late to put right.  By way of guidance, the visit should be carried out when the project duration reaches the 40% - 60% completion stage.

Projects that are complete

12. For projects that have closed (final payment made), a Project engagement visit may not be a useful exercise, however a Project progress and verification visit (or a part-visit if some of the scope of the work has been previously addressed) may still be applicable.  All projects in the programme will need to be included in the sample for the Project Progress and Verification visit, this is necessary to ensure that the standard ascribed in the visit has been applied to the whole of the programme and not just the “newer” projects.  Where previous visits have been made for the purposes of A4 compliance, the work covered may satisfy the A4 requirements, as stipulated in the guidance on the Progress and verification visit, either in full or in part in which case it may not be necessary to revisit, or you may be able to re-visit on a limited mission. 

13. Keeping track of the project: monitoring Payment Claims/ Progress Reports 

14. Remember that with ERDF supported projects you need to ensure that the project keeps to the plan as approved in the offer letter. The offer letter sets out the detailed terms and conditions under which the offer is made. An integral part of the offer is the information supplied in the application and in subsequent correspondence with the Department. Monitoring must therefore take account of all the information provided by the applicant during appraisal, particularly when considering project achievements, timing and viability. 

15. All projects will need to be checked to ensure that they comply with the offer letter. The application, subsequent appraisal and the offer letter will have set the targets and milestones of each project. Monitoring should be sufficiently detailed to ensure that anticipated targets are met, that attainments are recorded in a way, which will allow overall progress of Programmes to be assessed and to provide overall reassurance that applicants are providing an accurate report of the outputs and results achieved.  Expectations regarding project delivery should be confirmed through the Project Engagement visit.

16. Data on progress will generally be obtained through progress reports received with claims. It is good practice to set up a diary system (electronic or manual) to ensure that claims and progress reports are received as anticipated. Significant delays should be pursued with applicant. 

17. All claims must include (on the claim form) a fully completed progress report that sets out the outturn to date and forecasts for expenditure and outputs. Differences should be explained when they occur. Reports on progress are also required if a claim was due, but is not made. Final claims must include a narrative that describes both quantitative and qualitative aspects and also identifies linkages to other projects. Claimants will need to state whether targets have been met, and assess whether initial targets were realistic, and provide any other explanation for shortfall or excess. Where outputs are still to be attained after the final claim, applicants should be asked to provide regular reports on progress, if this is not already required under the offer letter. 

18. All claims received should be subject to a series of checks to determine the validity of the claim. These checks should typically include the following: 
19. Offer letter acceptance

20. Special requirements or conditions are being met

21. Project objectives are being met – review of narrative report supplied in claim

22. Financial progress reviewed and in line with expectations. Also check for any changes in type of expenditure or sources of funds.

23. Physical progress reviewed and in line with expectations. Additionally check if the outputs and results look reasonable in relation to the project expenditure
24. ERDF publicity acknowledged
25. Procurement/ tendering declaration supplied

26. Claims submitted as per agreed schedule, correctly completed and signed
27. Slippage, over/under spending reviewed and investigated
28. Bank account details have been submitted and are correct
29. Independent external auditor’s report is enclosed with the final claim for all private sector projects receiving more than £20,000 grant and public sector projects receiving £50,000

30. Annual auditor’s report is enclosed as per schedule where the grant offered is more than £250,000. 
31. Other checks may be undertaken on a case by case basis. Non-compliance with the terms and conditions set out in the offer letter should be dealt with in accordance with procedures established in your respective GO region. 

32. Particular attention should also be paid to project expenditure profiles and output achievement. Significant deviation from the agreed expenditure and output profiles should be addressed as per slippage procedures adopted by your respective GO region. 
33. On-site monitoring visit (Article 4 Checks – Project Process and Verification Visits)

34. It is an EU requirement that all applications and payment claims must be supported by source documentation and working papers. Additionally, all financial transactions must be clearly traceable through the project’s financial accounting system. The on-site monitoring visit is your opportunity to check that the project physically exists, that the records are coherent with it’s reported activity and that effective monitoring and financial systems are in place. However, remember that an on-site monitoring visit is not an audit. The difference between monitoring visits and inspection visits mainly relates to the degree of depth and coverage of the visit– the latter being more detailed and covering only 5% of the declared expenditure; and who carries out the visit – while monitoring visits are carried out by the Secretariat or Managing Authority, inspections are carried out by an independent audit team.  The requirement of on-site monitoring visits is set out in Article 4 of EC Regulation 438/2001 whereas Article 10 of EC Regulation 438/2001 establishes the requirement to carry out 5% inspection checks or audits. For further clarity refer to ERDF Finance Guidance Note 2.3 on monitoring checks and ERDF Finance Guidance Note 2.4 on inspection visits.

35. The information provided on the approved application form and claims statement will form the basis for the on-site visit. Progress reports submitted with each claim can serve as a useful guide to verify outputs. In addition to checking the physical existence of the project, visits can be useful to check that robust systems are in place, to collect more detailed data than is available from the applicant’s progress reports, to provide a thorough check of progress against targets and to check that the applicant is providing accurate information. It should be remembered, however, that the onus should be on the applicant to provide basic monitoring information and that visits should not be seen as the primary method of obtaining data that would more sensibly be included in their regular claim reports. 

36. In order to have successful visits, it is vital that key members of staff involved in the project are available during the monitoring visit. Any visit should be arranged at least two weeks in advance to ensure that this is the case, and in order that the organisation has time to prepare for the visit. The date and timing must be confirmed in writing. The letter must detail the documentation and personnel that need to be available. If possible try to meet some of the beneficiaries. Sometimes the project may involve several locations or the records may be kept at a location other than the project site; in this case visit the project site.

37. Who and what needs to be available on the day of the visit

38. Personnel who should be available on the day include

39. The project manager

40. Person(s) responsible for the activity of the project

41. Person responsible for general record-keeping for the project

42. Person responsible for the financial record-keeping of the organization

43. Supporting documentation

44. Some or all of the following should be available 

45. The project application

46. The specification of the project and/or the workplan

47. All general record-keeping documentation

48. All financial record-keeping documentation 

49. Written methods of apportionment of staff and overhead costs

50. Last set of audited accounts

51. Organisation’s financial records including salary records

52. Last set of management accounts

53. A template that can be used to record the outcome of an on-site monitoring visit is illustrated below. It encompasses a checklist that should be used as the basis for the monitoring visit but need not be filled out by applicant organisations in advance. It can, however, be used as a guide for applicants to aid them in the preparation of the information, which will be required during the monitoring visit. 

54. These forms are fairly exhaustive but some visits may require less coverage than others. They are designed to ensure that your visit is sufficiently detailed to provide overall reassurance that the applicants are providing an accurate report of what they are doing.  
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ERDF Article 4 Monitoring Visit Form
Basic Guidelines

· Follow the order in which sections are presented; try not to skip between the sections as you may end up omitting questions or repeating previously covered areas.

· Record the type of evidence tested against each check in Section III along with your observations or comments.

· Note the start and finish time for each section. This data will be used to estimate the time & resources required for monitoring projects under each risk category.

· Make sure the attendees fully understand your questions and have an opportunity to reply. 

· Record any agreed action or recommendation for improvement in Section IV as you progress.

· Provide relevant feedback to the project team along with a recap of agreed action(s)/ recommendation(s) at the end of the meeting.

Section I: Project Details

· This section should be filled prior to the visit (as part of pre-visit preparation).

· Confirm the project details at the start of the meeting to ensure that the Government office and the project team are operating under the same understanding of the basic terms. 
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Start Time:
Project Overview








	Project Title
	

	Reference Number
	

	Sub-Region
	

	Programme
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       Core                           Transitional                        Core and Transitional                                 

	Priority & Measure
	

	Applicant Organisation
	

	      Project Risk Category
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        High                           Medium                               Low                                 

	      Project Description
	


Project Timeline

	Start Date (offer letter)
	

	Actual Start Date
	

	Completion Date (offer letter)
	

	Anticipated Completion Date
	


Project Funding

	
	Offer Letter Details
	Progress to date*

	
	Eligible Expenditure
	ERDF Approved
	Declared Expenditure
	ERDF Payments

	Capital
	
	
	
	

	Revenue
	
	
	
	

	Total
	
	
	
	


* use information from the latest claim / progress report

Section II: Visit Record
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Start Time:
Reference Data

	Date of Visit
	

	Address of Premises Visited
	

	Duration of Visit
	


Names of Personnel present during visit

	Name
	Job Title

	
	GO monitoring officer

	
	Project Personnel

	
	


Details of any previous visit

	Date of last monitoring visit
	

	Pending Actions from previous visits
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End Time : 

Section III: Article 4 Checks

· Remember that it is an EU requirement that all applications and payment claims must be supported by source documentation and working papers. Additionally, all financial transactions must be clearly traceable through the project’s financial accounting system
· Use the following prompt questions to carry out the checks.  The answers to these questions will help you to verify the reality of expenditure claimed ; to the verify the delivery of products and services co-financed and also to determine whether offer letter conditions are being met;
· The tables also list some examples of typical documentary evidence that you might look for in order to verify a particular aspect of the project activity. You need not check all types of evidence in each case . The availability or relevance of certain types of evidence will also depend upon the nature of the project & its operating context. A degree of value judgement is required as regards the depth and breadth of checks. Tick the evidence that you do check in the column titled Item Tested.
· This list of questions & evidence is only indicative; not exhaustive. Depending upon the context, you may ask further questions and/ or check additional evidence. If you do so, make notes in the comments box at the end. Use supplementary sheets, if required.
· Where relevant, list the items checked ; under financial checks (verification of expenditure and income), also list the value of expenditure checked and basis for selecting a particular sample of invoices/ documents.
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Start Time: 

Project Management and Administration

	
	Question
	Yes
	No
	Type of Evidence
	Item Tested
	Findings / Comments

	1
	Project Activity - Is this the project we contracted with?
	
	
	Project Workplan  

Activity / Progress Reports
	
	

	2
	Management Structure - Are key management and delivery personnel/ structures in place?
	
	
	Organisation Chart

Job descriptions

HR Records 

Minutes of meetings

MI System
	
	

	3
	Are procedures in place to ensure retention of documentation in a retrievable format till 3 years after Programme closure?
	
	
	Documentation retention policy?

Type of storage (disc, microfiche)

Filing system – documents properly files and cross-referenced
	
	

	4
	Is the project aware of its obligations in relation to European/ national statutory requirements on

a. Equal opportunities

b. Fair employment

c. Health & Safety
	
	
	Written policy documents?
	
	

	5
	In establishing the legitimacy of the operation, does the project have insurance in respect of

a. employer’s liability

b. public liability

c. buildings & contents insurance
	
	
	Valid insurance certificates
	
	

	6
	Role of partners in the delivery of the project
	
	
	SLAs?

Minutes of Joint meetings

Correspondence to and from partners
	
	


	Additional Comments




Financial Systems and Records

· Check that the project has systems in place for financial reporting, so that they can monitor expenditure

· You should describe or reference the documents checked
	
	Question
	Yes
	No
	Type of Evidence 
	Item Tested
	Findings / Comments

	1
	Are the project’s financial procedures documented?

a. are they adequate?

b. Is there proper segregation of duties

c. Are there appropriate authorisations for bank accounts & delegated actions?

d. What processes are in place to ensure appropriate cash management e.g account reconciliation, petty cash system etc?

e. Arrangements to monitor & control project expenditure?

f. Who checks & signs the claims?

g. Do they have a simple cash book system, a manual double entry or a computerised system? 
h. Are regular meaningful financial reports produced?
	
	
	Written policy documents/ Evidence of financial procedures

Authorisation limits

Process notes

Evidence that procedures are followed – check some expenses that have been authorised 

Management Accounts

Financial Reports
	
	Provide a brief description of the financial procedures in place.

	2
	Does the project have a separate bank account from the parent organisation?
	
	
	Bank Statements

Cheque Book
	
	

	3
	Is the project or parent organisation registered for VAT?
	
	
	VAT registration details
	
	

	4
	Do accounting records maintained allow easy identification of project / grant income and expenditure to the project? 

Do they have an organised system for filing numbered invoices and receipts? 

Are these originals, and are they easily retrievable? 

For larger organisation is it possible to extract information from their complex financial system?


	
	
	Accounting software used

Evidence of cost centre, cost code

Original invoices and receipts in files
	
	Include a brief description of the financial system

	5
	Record of match-funding from partners?
	
	
	BACS/ Bank statements


	
	


	Additional Comments




Verification of Expenditure & Income 

· Select a representative sample of items from recent claims and ask the applicant to demonstrate the audit trail for those item(s)
· You should cross- reference the documents checked to the claim number / period and note the value of expenditure checked
· You may find it easier to use the table below as a guide to what to test and record your checks on the expenditure checks table
	
	Cost Heading
	Type of Evidence
	Item Tested
	Findings/ Comments                                  (Reference to expenditure checks table)

	1
	Staff Costs
	Payroll records

Payslips

BACS/ Bank Statements

Management Accounts
	
	

	2
	Plant & Machinery/ Equipment
	Asset Register

Invoices

Bank Statements

Receipts

Management Accounts
	
	

	3
	Depreciation
	Depreciation Policy

Working papers detailing methodology/ calculation

Asset Register
	
	

	4
	Land Acquisition
	Independent land valuation

Receipts for land on Accounts summary
	
	

	5
	Site Investigation
	Specialist Report

Invoice from Consultant

Environmental Impact Assessment Studies
	
	

	6
	Site Preparation/ Building & Construction
	Tender report from project QS

Valuations from contractor QS

Payment record

Contractor tipping notes (to check for disposal of any waste)
	
	

	7
	Overheads 

Check that overheads are

· based on real costs

· pro rata allocation to project on the basis of head count or space


	Working papers detailing methodology & calculation

Cost codes

Management Accounts

List of staff, signed & authorised timesheets if based on headcount
	
	

	8
	Others – Consumables, Fees, Rent etc
	Invoices/ Receipts

Bank Statements


	
	

	9
	In Kind Costs

check that in-kind costs are in line with offer letter conditions , eligible & relevant

Independent valuation of in-kind land or real estate

For Voluntary work or consultant’s time check

signed & authorised time sheets & hourly rate calculation
	Working papers detailing methodology & calculations

Independent valuation

Signed & authorised time sheets

Hourly rate calculation
	
	

	10
	Revenue / Income

check that actual revenue is in line with offer letter conditions

Sources

Sublets/ leases/ rentals

Beneficiary contributions

Sale of project assets

Sale of products & services made
	Financial Statements/ Management Accounts

Bank Statements
	
	


	Expenditure Checks Table

	Project:
	Date: 
	PLO:
	 

	Expenditure test for claim period: 
	 
	 
	 
	 

	no.
	Cost Heading (e.g. staff cost)
	Date of defrayal (by Claimant) 
	Invoice/ ref number (e.g. Del 40257)
	Expenditure details (e.g. name of person for whom salary claimed)
	Cost Claimed
	Cost evidenced
	Explanations for any Variations

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	 
	 
	 
	 
	 
	 


	Additional Comments




Physical Progress – Delivery of Outputs & Results 

· You should satisfy yourself that outputs and results are being correctly understood and properly recorded/ reported, in accordance with relevant output guidance

· Test at least one type of evidence for each core output and result indicator applicable to the project

· Use supplementary sheets, if required
	
	Question
	Yes
	No
	Type of evidence
	Item Tested
	Findings / Comments

	1
	How is the progress data being reported in claims, gathered and calculated?
	
	
	Beneficiary database 

Beneficiary files

Monitoring Spreadsheets

MI/ Activity Reports
	
	

	2
	Are baseline measurements available where applicable? Eg no. of jobs in a SME prior to assistance
	
	
	Beneficiary database
	
	

	3
	Check some evidence for each type of output & result indicator on which activity has been reported
	
	
	Consultants time writing sheets

Beneficiary feedback/ evaluation reports

Beneficiary files 

Scope of works/ specifications

Surveys/ reports

Letter from SMEs giving details of employment/ sales

Before & after photographs for environmental enhancements, land serviced
	
	(use output testing table if preferred)


	Output Checks Table

	Project:
	Date: 
	PLO:
	 

	Output test for claim period: 
	 
	 
	 
	 

	no.
	Output type
	Date claimed 
	Reference number
	Output details
	Type of Evidence
	Evidence checked
	Is there adequate evidence to verify outputs

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 


	Additional Information




Compliance

	
	Question
	Yes
	No
	Evidence Checked
	Tick
	Comments

	1
	Publicity

Has the project fulfilled its commitment to publicise the EU’s contribution to this project as stated in the application?
	
	
	Plaques on buildings

Logos on stationery, website

Logos on advertising and promotion material such as brochures, flyers

Billboards (capital projects > £3m)

Funding acknowledged in press briefings
	
	

	2
	Procurement

Is the project team aware of the need to adhere to public procurement policies? 

Are public procurement rules being followed?
	
	
	Written procurement policy

Tender file for a competitive tender  (EOI, work specification, selection criteria, proposals, evaluation report etc)

OJEC notice for EU level tender

Written quotes received

Local advertisements
	
	

	3
	State Aid

Is the applicant aware of state aid scheme under which it is operating?

Is the applicant aware of the information requirements?


	
	
	De minimis

Details of all public financial assistance received by applicant over the past 3 years

Detailed records of aid received

Block exemption/ Specially approved scheme

Copy of block exemption/ specially approved scheme on file?

Information for Annual report
	
	


	Additional Information




Horizontal Themes

	
	Question
	Yes
	No
	Evidence Checked
	Tick
	Comments

	1
	Has the applicant agreed to a set of horizontal cross cutting theme outputs and results? 
Have they the necessary systems in place to monitor progress?
	
	
	Themes: 
Environmental sustainability?

Equality?

(ICT?)
	
	Provide details

	2
	Do they have evidence to support the delivery of horizontal theme outputs & results?
	
	
	
	
	Details of evidence checked

	3
	Can you see any evidence that the organisation practically implements horizontal themes?


	
	
	Access & initial entry to the project (accessible to all)

Equal opportunities guidelines

Green Transport policy


	
	


	Additional Information




General Comments
	Overall assessment of the project




Best Practice


Section IV: Actions and Recommendations

	Issue
	Agreed Action/ Recommendation for improvement
	Deadline for Completion
	Person Responsible
	Follow up Report

	What is the issue?
	What needs to be done? 
	By when?
	By whom?
	Was the action point satisfactorily completed? When was it followed up and by whom?




End Time: 

Signatures:  

Project Officer:






Date:

Monitoring Officer:





Date:

Projects/ GOs must have systems in place to check that action points are implemented

Dealing with problems or tricky issues

19. This section highlights some common problems or tricky issues that may come up during an on-site monitoring visit along with practical guidance on what to do if you come across such a situation.

Is this the project we contracted?

20. One of the key elements we need to establish as part of the monitoring activity is whether the applicant is delivering the project we contracted with and that the applicant is clear about the contractual terms and conditions and the activity that is eligible and approved.  This is an integral part of the Project Engagement visit however misunderstandings about what the project is or should be can occur when the individuals involved in developing the project move on to new positions, new roles, etc.  It is often easy for the applicant to “slip back” to their original project and undertake activities that are ineligible or otherwise inappropriate.

21. The project Engagement visit should limit the chances of such misunderstandings occurring, if however it becomes clear at a later stage that there is a difference in understanding of what the project is, the issue should be sorted as a matter of urgency.  The application, project Engagement Record and other correspondence on the file should indicate what project we think we have contracted.  We can then agree with the applicant what activities are eligible, what activities are ineligible and what activities need to be modified before they can be considered as part of the project.  This should all be confirmed, in writing, to the applicant and they should be given adequate time to make any necessary changes.  It would be sensible to undertake a follow-up visit soon after the agreed deadline for implementing any necessary changes to ensure the project is now back on course.


Conditions complied with?

22. Has the applicant complied with all conditions in the offer letter?

23. If not, are the conditions still relevant?  If the conditions are no longer relevant consideration should be given to issuing a revision to the letter to remove inappropriate or out-of-date conditions.

24. If the conditions are still relevant what does the applicant intend to do to comply with the conditions?

25. Any areas of concern should be confirmed to the applicant in writing and the applicant should be given sufficient time to address such issues.  The applicant should be required to provide evidence that the necessary action has been taken and consideration should be given to undertaking a follow-up visit to establish that this is the case.

Delivery against contract? - 

26. Is the project progressing in accordance with the agreed profile for both spend and outputs/results and are the outputs and results being properly accounted for?

27. If project progress is falling behind schedule or not delivering at all ask the applicant probing questions such as

· why things are not going according to plan ?

· what has changed since the project was approved ?

· can they still deliver the original project or does it need to change?

· what steps are being taken to make up lost ground ?

· do they need support ?

28. Encourage the applicant to be realistic in his/her assessment of the situation and try to separate the different issues so that you can deal more easily with each one. Do not accept vague reassurances.

29. Try to separate the different issues so that you can deal more easily with each one. Agree a re-profiling of the project or a reduction in the size and scope of the project and the corresponding grant, if required. 

30. If the project is ahead of schedule there may be scope to capture more outputs and results or extend the project over a longer period and increase the grant available in return for a corresponding increase in outputs and results.

Outputs definitions correctly understood and applied?

31. As part of the monitoring activity we should satisfy ourselves that outputs and results are being properly recorded, in accordance with relevant output guidance.  Often applicants do not correctly understand the definitions and sign up to outputs and results targets, which they later cannot deliver. At times applicants fail to correctly count the outputs – they either underestimate or double count the outputs they are delivering. In some cases they might be applying the definitions incorrectly and reporting outputs that they are actually not delivering. For instance there is often lack of clarity as regards what constitutes a business assist

32. Where outputs and results are not being properly applied, recorded or reported we should highlight this issue to the applicant and agree what action they should take to rectify the situation.  Consideration should be given to undertaking a follow-up visit to confirm that the necessary action has been taken.


Are adequate records being kept?

33. Part of the monitoring process is to confirm that adequate records are being kept and that expenditure claimed is eligible.  The offer letter details the requirements for keeping documentation and ensuring adequate audit trails exist.   During the monitoring visit monitoring officers should select a representative sample of items from recent claims and ask the applicant to demonstrate the audit trail for that item(s). In particular outputs and results reported by the applicant should be backed by proper evidence for instance businesses assisted claimed by the project should be backed by time sheets / invoices from consultants.   

34. Each cost category should be covered and the emphasis should be placed on verifying the largest items of expenditure.  If possible aim to check at least 10% of the expenditure ( you must still cover all cost categories even if one item covers 10% of the claim value!), if the error rate found is deemed to be significant you should expand your sample to further assess the prevalence of errors.  Guidance relating to the future requirements of the Commission would put 2% as the threshold at which sampling should be expanded, this however is at a programme level and stated in the context of Article 10 sampling.  However it would be prudent to work to this figure when testing at a project level

To calculate the error rate: 

Value of errors found x 100 = Errors as a % of expenditure tested 

   Value of testing

e.g.

You have tested various items of expenditure, the combined total claim value of the items tested is £7,600.  Of the sums tested you have found unsupported expenditure amounting to £340.  The error rate is calculated as follows

£340    x 100 = 4.47%

according to Commission proposed closure guidance, further

£7,600                    

sampling should be carried out.

35. Consideration to the nature of the errors is important.  If there appears to be a series of errors stemming from the same action or misunderstanding or procedure, this error may be deemed to be Systemic, and is likely to be found in all claims as a result of an imbedded practice.  When such errors are found you must “Extrapolate” your findings across all claims.  

e.g.

Your testing found an error rate of 2% which you believe to be the result of systemic errors.  The value of the claim tested is £32,000, but the value of the claims submitted to date is £140,000 therefore the amount for recovery will be £140,000/100 x 2 = £2,800

36. If discrepancies are found in record keeping processes these should be confirmed to the applicant in writing stating exactly what they should do in the time available and what will happen to them if they do not comply (e.g. that no further payments will be made and steps will be taken to recover monies paid to date).  The applicant should be given adequate time to address these issues whereupon a follow-up visit should be undertaken to check that the necessary changes have been implemented.  In areas of particular concern consideration should be given to referring the project to the audit team who can then decide if a full audit might be appropriate.


Compliance with regulations?

37. The offer of structural funds assistance requires the applicant to comply with various EC regulations covering areas such as:

a.  Record keeping

38. Article 36(6) of EC Regulation 1260/99 requires applicants to keep adequate records of all transactions relating to assistance from structural funds programmes.  Applicants are required to keep such records for a period of three years after the European Commission has made a final payment on the structural funds programme.  As part of the monitoring process checks should be undertaken to establish the adequacy of the applicants record-keeping systems.  In grant schemes, the final recipient’s invoices need to be retained and this should be checked.  Any areas of concern should be confirmed to the applicant in writing and the applicant should be given sufficient time to address these issues.  A follow-up visit should be undertaken to confirm that adequate record-keeping arrangements are now in place.

     b.   Procurement

39. The offer letter details the various regulations applicants must comply with.  These cover public works (Directive 93/37/EEC amended by Directive 97/52/EC), public supplies (Directive 77/62/EEC amended by Directive 93/36 EC and 97/52/EC), public services (Directive 92/50, as amended by Directive 97/52/EC) and utilities (Directive 90/531/EEC). 

    c.    Publicity

40. EC regulation 1159/2000 details the commission’s publicity requirements.  These requirements are summarised in the offer letter.  Checks should be made to ensure the applicant is meeting its contractual obligation to publicise structural Funds assistance for a project.

          d.  State Aids

41. What, if any, state aids issues were raised during appraisal.  There may also have been issues which were identified through the Engagement visit.

42. If the project was approved on the basis of a block exemption or any other approved scheme was the block exemption/ specially approved scheme ever lodged?  If so, is there a copy of the block exemption/ specially approved scheme on file?  Make sure the applicant understands their ongoing commitments to prepare annual reports, etc.

43. If the project was approved on the application of de minimis what records is the applicant keeping to ensure, as far as possible, that they are not breaching de minimis aid levels?

44. Any failure to comply with any of these regulations must be resolved.  The applicant should be given an opportunity to suggest how they will comply with the regulations/directives and should supply evidence that demonstrates the necessary changes have been made.  Consideration should be given to undertaking a follow-up visit to confirm the necessary changes have been made.

Something about the project not quite right?

45. On-site monitoring visits can be tricky.  Do not get side-tracked by offers of lunch, a tour of the site or meeting with beneficiaries. Try to be clear and do not accept any excuses for the following:

· Missing documentation

· Invoices for large amounts of money with no clear indication of the value of the product or service

· Absent records (eg “they are with the auditors” or “the administration officer has taken the file home”)

· Key staff are absent and no-one else is able to answer questions

· Unauthorised changes to project activity

46. Also make sure that the applicant is clear that your visit is not an audit or inspection check.  Sometimes the applicant might try to get your approval for using certain accounting methodologies or record keeping practices. Remember you are not a financial expert and are not expected to comment on such issues.  If you are not sure, but suspect that something is wrong, then you may decide that a follow up visit by yourself or the audit team is required.  Don’t allow applicants to trick you into rubber- stamping their overhead apportionment methodologies or other accounting practices or systems / processes. 

Preventing Fraud

47. If you suspect that fraud is taking place in a project that you have responsibility to monitor, you must immediately seek advice from IAS1
 on what action to take but in the meantime suspend all payments to the project:

48. Refer to ODPM’s Guidance Note 3.2 on reporting irregularities for further guidance and clarity.

Who monitors?

49. The Structural Funds Service Level Agreement (SLA) between the DTI and GOs requires each region to produce a monitoring and inspection strategy. The monitoring and inspection strategy, which is approved by the Programme Monitoring Committee (PMC), will explicitly state the roles and responsibilities of personnel involved in monitoring the Programme in the region. 

50. In principle there should be separation of duties between those responsible for different aspects of the provision of assistance to safeguard against the possibility of personal involvement in a project or of fraud. This reflects the requirements of Government Accounting. 

51. In order to comply with Article 3 the management and control systems must ensure that there is an adequate separation of functions within managing and paying authorities and intermediate bodies. GOs must ensure that:

· There is a clear separation of roles between project development, appraisal and approval. Those who develop a project, or will be responsible for its implementation, should never be solely responsible for appraising the project.

· Officers authorising payments to a project must be different from those who approved the grant and ideally be different from those involved in any of the earlier stages of work.

· Claims should be checked by one officer and payments authorised by another.

· Officers carrying out Article 10 Inspection work must:

· be functionally and operationally independent from those carrying out implementation and payment functions

· not have been part of the appraisal team for the project being inspected

· be separate from those carrying out routine monitoring checks under Article 4.

52. If Article 4 checks are subcontracted to private audit firms, there should be separate contracts made with separate principals in the subcontracting organisation.  Subsequent monitoring arrangements must by comparable with those outlined in ODPM/ GO guidance

53. It is for government offices working within delegated responsibilities to determine the level at which monitoring and its associated steps are authorised and in what circumstances the officers involved should refer projects to higher authority. The grade of the officers undertaking the work should be determined by the scale, complexity and risk of each project, and the staff resources available. Where different individuals are involved in different parts of the monitoring process, there should be clear co-ordination between them to ensure that relevant information is passed across.

54. Project monitoring is managed by the Secretariat under the overall supervision of the PMC. This should not affect the detailed monitoring of projects when they are proceeding according to expectations. However, there may be times when the PMC will need to be informed of decisions taken on projects where original expectations have not been achieved. In some cases, it may be appropriate to seek their agreement. The extent to which either of these is required will depend on the working practices established by the Secretariat with the Committee, although it would be reasonable to assume that the Secretariat would normally take autonomous decisions unless the project was of importance or if significant issues arose.

When to monitor?

55. The claims should be monitored at least quarterly, although the offer letter may set a shorter period or may allow the secretariat to adjust the period with the agreement of the applicant. 

56. In addition, the GO Monitoring Strategy should, at a minimum provide that:

· All grant-aided projects are subject to a monitoring visit at least once in their lifetime (Article 4 proof of existence visit). 

· To meet the requirements of Article 10 of EC Regulation 438/2001 each Programme will include substantive checks on eligible expenditure defrayed so as to provide, by the end of the programme, a minimum of a 5% sample of the total eligible expenditure defrayed, evenly spread over the period of the programme. 

57. In addition to these minimum criteria other categories of project may be the subject of more detailed or frequent monitoring. This would include all Accountable Body projects where annual monitoring at a minimum would be the norm. 

58. Projects deemed to be high risk from the risk assessment process would be included for more intensive monitoring. A higher risk assessment could result from factors such as the lack of a track record from a new organisation, a high value of ERDF in a project, a high proportion of in kind funding, projects which operate as delegated funding organisations and those which involve innovative or new methods of intervention such as Venture Capital Funds.  Guidance recommends that all high risk projects are included in the sample for the Progress and Verification visit programme of visits.

59. In addition to these categories there are also projects which are the subject of reactive monitoring where problems arise during delivery. These problems may be identified either through irregularities arising from the audit or claims process.

Timing of a monitoring visit 

60. For the purposes of the Project Engagement visit, the optimum time to visit will be within the first 3 months of the projects duration.  As the purpose of the visit is to prevent the project delivering in a way contrary to the offer letter and to make sure they are informed of the record keeping requirements, it is best practice that this visit is done sooner rather than later.  As no claims need to be checked at this point the project need not have submitted claims to the GO

61. For the purposes of the Progress and verification visit, the project should have commenced. It should not be at such an early stage that there are no or few records to check. Wherever possible, it should not be at such a late stage that if records are poor, it is too late to put right. However, for complex projects and especially for Accountable Bodies it may be prudent to arrange an initial visit immediately after acceptance of the offer letter to ensure both that systems for recording financial and SPD outputs are in place and adequate to meet the ERDF claim procedures and to ensure that sponsors are fully aware of ERDF requirements as set out in their project offer letter. It is also a good idea to check with the audit team if they are planning to visit the project during the year– it is advisable not to arrange a monitoring visit too close to an audit visit, unless it is a follow up visit.   By way of guidance, the visit should be carried out when the project duration reaches the 40% - 60% completion stage.

How to monitor?

62. This section provides some samples of tools and techniques that can be used for effective monitoring. It also provides practical guidance on preparing for a monitoring visit, conducting a monitoring visit and feedback and reporting.  

Risk Assessment 
63.  Guidance is provided on Risk assessment in Guidance note 2.3b, annex 1

Preparing for the meeting

64. Prior to the meeting, familiarise yourself with the available documentation. As a minimum, you should have copies of the application forms, as well as copies of the offer letter and any correspondence that refers to the project. If it is a Progress and verification visit you will need details of claims made.  If it is an external partner or contractor it may be useful to obtain a copy of their most recent annual report and accounts in advance – use your discretion to decide on whether or not to request these. Write down any questions that come to you while you are reading the papers.

65. The sponsor should have agreed the date and time of the visit and should have some warning as to what to expect and what paperwork will need to be produced. So they should know that they will be asked to produce original receipts to back up a particular figure. It is a good idea to confirm the monitoring arrangements in writing with the applicant, well in advance.

66. A sample letter that can be used for arranging a monitoring visit is exhibited below: 


Carrying out the monitoring visit

67. The Working paper included in this guidance has been written to include prompter questions and provide an aide to the visit, however some general guidance may be useful:

68. Begin by finding out about the organization as a whole, or, for very large organisations, the department as a whole. This is necessary because they may be trying to fund non-project activity with EU project funding and you need to be able to judge whether the levels and methods of apportionment are reasonable.

69. Ask which of the staff have been trained in EU funding requirements.

70. Ask about their financial systems and housekeeping. Do they have a simple cash book system, a manual double entry or a computerised system? Is the cash book reconciled with the bank statement on a regular basis? Is the petty cash balanced regularly? Are regular meaningful financial reports produced? Do they have an organised system for filing numbered invoices and receipts? Are these originals, and are they easily retrievable? For larger organisation is it possible to extract information from their complex financial system.  The prompter questions in the working paper should help you work through this information.

71. Do some testing of the general records using your working paper and record tables.

72. Check that the project has systems in place for financial reporting, so that they can monitor expenditure. The systems must be adequate for the needs of EU funding. You must understand their method of apportioning staff time and overhead costs and that this is based on project activity as a proportion of the activity of the organisation as a whole

73. Make sure that they are able to report against the headings in the financial section of the EU application – that is, they have the system set up to do this. It is also important to check that they are clear about exactly what costs they are able to claim – and at what level – and that these are all eligible.

74. Also check that match financing (and revenue income where it cannot be used as match funding) is being provided at the levels agreed in the application. Make sure that any in-kind funding is covering EU eligible costs and that this is properly documented. There will almost certainly be a limit on the level of in-kind match funding that can be used – check this carefully with current Commission regulations.

75. Question them on how the project activity is progressing and whether they are likely to deviate from the plan outlined in the application, partner agreement or contract

Feedback and reporting

76. You should give the project being monitored verbal feedback on the day itself, and follow up with a letter and written report. The letter and report should be as supportive as possible and should specify any actions which the project must take in order to comply with the Commission regulations and in accordance with the offer letter. You should give them a time-scale in which to bring their records or practices up to standard and ask for confirmation in writing when this has been done. 

Monitoring Timetable

	Action
	By when
	Notes

	1. Compile a monitoring schedule.
	
	This will be based on the risk assessment exercise and subsequent sampling exercise.  It may also take into account recommendations made by colleagues.

	2.Telephone to arrange a date and time to visit
	About 2 weeks in advance
	Request any directions or other necessary practical information.

	3.Send letter to confirm date and time and to confirm areas for discussion and evidence that may be examined. 
	Within 2 days of phone call
	Ensure copy of letter goes on project file and that Project Officer is informed

	4.Prepare for the visit using the project file and the database. Start to fill in the pro forma
	By the day prior to the visit 
	Areas with gaps that will need particular discussion may be identified here. Also, areas for potential concern may be raised

	5.Complete spreadsheet with timetable of action
	By the day prior to the visit 
	This will flag up what action needs taking by the monitoring officer and by when. Some dates may need adding later.

	6.Carry out the visit
	
	Use pro forma and checklist document for taking notes and ensuring that each area – and any particular questions raised in research – are covered.

Ensure before leaving that the sponsor is aware of the main areas that may require action.

	7.Write up the report
	Within 2 days of the visit
	Recommendations for action to be taken should be included and be very specific, achievable and with a timescale.

	8.Send the report out to the sponsor along with a copy of the Action form to be filled in by the sponsor. Also give a copy of the report to relevant persons within the GO such as the Project Officer.
	Within 3 days of the visit
	Clear deadline for the sponsor to respond to the recommendations as to how they will be met and by when.

Ensure a copy of the monitoring report goes to the Project Officer and is also on the project file

	9.Transfer a copy of the recommendations onto the monitoring visits record sheet.
	At the same time as 8.
	This gives a summary of all recommendations for all projects and tracks the completion of the agreed action.

	10.Follow up recommendations
	According to agreed timescale
	Spreadsheet will assist in this. Will probably need to see subsequent claims. 


Index of Links and Guidance

Reading:

Project Monitoring and Evaluation: A Practical Guide by Simon Blackley, Margaret Goddard and Helen Seymour, ICOM.

DTI Structural Funds Manual, Chapter 4, Project Monitoring.

http://www.dti.gov.uk/europe/structuralfunds/chapter4.doc
      Associated Documents – Regulations and Guidance:

Council Regulation (EC) No 1260/1999 laying down the general provisions on the Structural Funds.

Commission Regulation (EC) No 438/2001 of 2 March 2001 which lays down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards the management and control systems for assistance granted under the Structural Funds. Article 4 of the Commission Regulation (EC) No 438/2001 deals specifically with the requirement of proof of existence or on-site monitoring visits.

Commission Regulation (EC) No 2355/2002 of 27 December 2002 amending Commission Regulation (EC) No 438/2001.

ERDF Finance Guidance Note 2.3 on “Compliance with Article 4 of Regulation 438/2001 – Monitoring Checks”,  dated May 2004

ERDF Finance Guidance Note 2.4 on “Compliance with Article 10 of Regulation 438/2001 – 5% Inspection Checks”, dated June 2004.

ERDF Finance Guidance Note 3.2 on “Dealing with Irregularities”, dated 27 November 2001.
ANNEX A

Project Monitoring Training - Mentor Checklist  

· Trainee to read through the Model of Excellence document on Project Monitoring 

· Trainee to read though Guidance notes 3.2 & 3.3

· Explain local monitoring set up – specifically identify local variations to the standard

· Arrange for trainee to read through local monitoring information &/or strategy

· Arrange for trainee to shadow a case – using the monitoring timetable in MOE document

· Arrange for trainee to lead on a case – using the monitoring timetable in MOE document. Monitor and give feedback to trainee on each stage of the case

· Discuss local case issues – past and present and how they have been handled

· Agree with the trainee that they are ready to lead on cases and agree what areas they will still need supervisory input
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EUROPEAN REGIONAL


DEVELOPMENT FUND





Annual Cost card


NAME:  Joe Robinson





Position: SME Advisor





Employee Reference: JB 102 1125





Working days are 5 days per week x 52 weeks per year		260


Less public holidays 								 - 9


Less annual leave 								-25


Total working days per annum=						226





Total working hours per annum


226 days x 7 hrs per day = 						1582 hrs per year





Employee costs:


Basic salary								£28,000


NI (employer’s contribution)					£2,100


Pension (employer’s contribution)				£3,600


Total annual cost =								£33,700





Hourly rate:


£33,700 / 1582 = 									£21.30 per Hour





Cost card


NAME: Irregular Contributors





 (Remember, this is staff costs only, overheads may be claimed as a separate cost)





	POSITION			HOURS PER ANNUM		Monthly Average hrs		COST 			Monthly ave	 	 Hrly RATE


1) Days per yr =no days worked per week x   	(annual/12)	 	 (Basic salary+ NI+SA) 		(annual	cost / 12)   	 (cost/hours) 				 wks per yr – public hol - leave	


			  2) Hrs per yr = no days yr x hr per day


	


1x Divisional manger	1) 5 x 52- 9-25 =226				141.25			38,000+2,850+3,800			3720.83	  	44,650/1695


(Name)…….		2) 226 x 7.5 = 1,695								44,650		  				26.34


	


1x Speciall adviser	1)3.5 x 52 – 9-20= 153				95.66			28,750 + 2156 + 2875   			2815. 10  	  33,781/1147.5


			2) 153 x 7.5 = 1,147.5								33,781						29.43


					


1X consultant		1)5 x 52 -9 -21 = 230				95.83			29,000 + 2175 +2900			2839.58		34,075/1150


			2) 230 x 5 = 1,150								34,075						29.63





1x capacity worker	1) 5 x 52 -9 -25 = 226				141.25			22,000 + 1650 + 2200			2154.16		25,850/1695


			2)226 x 7.5 = 1,695								25,850						15.25





1x Admin. Assistant	1) 5 x 52 -9 -25 = 226				141.25			17,000 + 1275+1700 			1664.58		19,975/1695


			2)226 x 7.5 = 1,695								19,975						11.78
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SECTION 4








Understand











      Inform











Communicate








  Personalise








Key Functions





Project Address





Go Address





Date





ADDRESS





Government Office address





Organisations address





Date





I ______________________________ have read and understood the contents of this letter.  The description of what was discussed at the meeting is an accurate account.





Signed________________________________











Print Name___________________________________





Date ____________________
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Are there any examples of good practice that could be publicised or promoted?


























00:00





		Ref:








Dear [Name]





Re: [Region] Objective 2 Programme 2000-2006


      [Project name]





Further to my telephone conversation with [you/ your colleague] [today/on the [date]], I am writing to confirm arrangements for the planned monitoring visit in connection with the above project.





As we agreed, the visit will be undertaken on [date], starting at [time], and will be led by [name(s) of monitoring officer(s)].





European Structural Funds regulations require that all grant-aided projects be subject to on-site monitoring visits from time to time.  These visits are independent of those carried out by the Finance, Accountability and Compliance (FAC) Team, which are part of an entirely separate, formal audit process.  The purpose of the monitoring visit is to:





satisfy the Managing Authority that the project is proceeding satisfactorily;  





review the adequacy of systems and procedures; and  





ensure that the project is operating in accordance with the terms of the offer letter.  





The visit will not be centred around financial claims but there will be a financial examination focused on ensuring a proper audit trail is in place.





Due to the nature of the visit, it would be helpful if the following people are available on the day:





[Name of Project Manager];





[Name of Project Administrator];





[Name of Finance Officer, if applicable];





[Any other required attendees].





In preparation, I would be grateful if you would please ensure that access to the documents detailed in the attached Annex 1 [attach a list of documents you would like to look at- refer to checklist in section “What to monitor”] is readily available on the day.





The monitoring visit is expected to last most of the [morning/afternoon] and it would be helpful if you or a representative could be available at the start for a brief opening meeting.  If necessary, we will also hold an informal feedback session at the end of the visit to discuss preliminary findings; this should again be with you. 





Please can you fax me details on how to get to your offices?  The number is [fax no.].





I look forward to meeting you and your colleagues on [date].  In the meantime please contact me if you have any queries in respect of the visit.





Yours sincerely,








XXXX








� Annex 3 of the offer letter briefly sets out the various procurement regulations applicants must comply with.  These cover public works (Directive 93/37/EEC amended by Directive 97/52/EC), public supplies (Directive 77/62/EEC amended by Directive 93/36 EC and 97/52/EC), public services (Directive 92/50, as amended by Directive 97/52/EC) and utilities (Directive 90/531/EEC). Copies of the relevant EC Directives and corresponding UK Statutory Instruments, can be obtained from The Stationery Office (TSO) (enquiry number: 0870 600 5522 or log on to their website � HYPERLINK "http://www.tso.co.uk" ��www.tso.co.uk�)





� Annex 6 of the offer letter contains provisions covering the auditing of projects supported by ERDF. For further details refer to ERDF60G and ERDF80G (currently in draft form) which are guidance notes for completion of forms ERDF60 and ERDF80 respectively.





� IAS1 is Internal Audit Services Branch 1. It is a section of the ODPM’s Internal Audit Services which deals with Local and Regional Government, HR, Commercial and Fraud (except Finance and Accounting Service)





�If your GO doesn’t use ECS you will need to remove this guidance and insert GO specific notes


�There are two methods provided, I would normally champion the hourly rate option, bother have been left in.  You may wish to select one method to propose to applicants?


�You may wish to take a timesheet only approach, if so you will need to amend this section, and delete where appropriate
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