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Labvlja-Lietuva Eligibility of costs (1)

Sound Financial Management

Financial Regulation (No 966/2012 of 25 October 2012)
Effectiveness

= Economy - resources used by the institution for the pursuit of its activities shall be made
available in due time, in appropriate quantity and quality and at the best price

= Efficiency - best relationship between resources employed and results achieved

= Effectiveness - attaining the specific objectives set and achieving the intended results
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= No sub-contracting Between PP’s and staff employed in the project

= No double financing

= Avoiding corruption and conflict of interest
= Geographical eligibility

= not considered if:

= promotional purposes;
= participation in project/MA/JS/FC events;

= consultations/meetings with FC;
= considered if project activity is implemented or partner is located outside of

Programme area/ prior approval from the Programme needed

Interreg V-A Latvia-Lithuania Programme 2014-2020 www.latlit.eu




@ 1HHILCTITITY
Latvija-Lietuva
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= Competition and public procurement

* Follow national procurement rules

« Avoid artificial splitting of contracts and setting specifications artificially limiting competition
* Ensure transparency, non-discrimination and equal treatment

» Thoroughly document the procedure and decision making

* For deduction of costs in public procurement, Guidelines for determining financial corrections to
be made to expenditure financed by the Union under shared management, for non-compliance

with the rules on public procurement (Commission Decision of 19.12.2013 C(2013) 9527 final)

applies.
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= Costs are directly related to the project and planned in the AF
= Only costs incurred by PP and reported under the correct BL
= Expenditure must have been paid out (“gone out of the PP bank account”)

= Costs must be paid out within the project duration (with exceptions stated under

subsection 7.3.1 “Project reporting” - preparation costs, LT FLC costs)
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= Costs proved by delivery of works, services or supplies

= Advance payments are eligible only after the partial or full delivery of the
purchased goods or services.

= Incase up to 1/3 of total contract amount is paid as advance payment foreseen in the
contract, then proof of partial or full delivery of goods or services is not required

= costs which were paid in previous reporting periods but exceeded allowed threshold of
advance payment of 1/3 of the total contract amount for service or goods, can be
reported in any of next reports provided that full delivery of goods or services has

taken place;
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e
Ineligible costs g\
()

= Fines, financial penalties and expenditure on legal disputes and

Ineligible costs:

litigation
= Costs related to fluctuation of foreign exchange rate
= |nterest on debt
= Recoverable value added tax

= Charges for national financial transactions
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Requirements for accounting system
= Separate accounting system or project specific accounting code to record project costs

All related payments of the project have a clearly distinguishable
book-keeping code

= Exact reported amount is indicated on the invoice in case the invoice is partly reported to the
Programme

» In addition, it is strongly recommended that project index is written or stamped on original
Invoices reported to the Programme

= Book-keeping lists/overviews — i.e. list of all expenditures for all transactions relating to the
project without prejudice to national accounting rules
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Audit trail

LP is responsible to ensure that an adequate audit trail is documented at all levels
of the project, including project partners’ expenditure

Therefore, the LP has an overview on:

= who paid

= what was paid

= who verified, and where the related documents are kept
= who is the contact person of the project partner
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Audit trail

= Keep the documents related to the project in a safe and orderly manner at least 5 years

after the final payment has been made by the MA to the LP

= Documents (evidence of the project outputs, copies of brochures, photos, recordings) should
be archived separately in a project folder with a reference to the place where the original

documents are kept
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Net revenues are understood as revenues above minus any operating costs and

replacement costs of short-life equipment incurred during the corresponding period
Forprojectswith total projectbudgetbetween EURS0 000and EURL 000 000:

In case if additional revenue identified during project implementation period, but not
included in simplified calculations of net revenue, updated simplified calculation of net
revenues should be provided to JS together with final progress report w‘

Revenues

= |If additional net revenue is calculated, it should be deducted from the eligible
expenditure indicated in the final progress report

= In case if additional revenue is not identified during project implementation period,
respective statement should be provided to JS together with final progress report
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If state aid relevant activities

(Economic advantage,(Potential) distorting effect on competition and trade within the

EU) will be identified for a partner, ERDF co-financing will be granted under the De

minimis aid:

Organisation can receive support (all kinds of support whether from national or EU

sources) up to EUR 200 000 for a period of 3 fiscal years
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Staff costs should be reported as planned, either by:

= Flat rate method

= Real costs method, when real expenditure is reported and justified with the

supporting documents

Flat Rate Hourly Rate

|Staff costs reporting method cannot be changed during project implementation
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European Regional De

PP does not need to document that the

expenditure has been incurred and paid

However, information on employees involved in the project
management/implementation should be provided to FC upon
request

Latvia-Lithuania Cross Border Cooperation Programme 2014-2020 www.latlit.eu
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European Regional Development Fund BLl ” Staff costs“

Flat rate method

of total eligible direct costs (BL3, BL4, BL5,BL6) of PP

. Real Total
Budget line . .
expenditure| expenditure

BL1 “Staff costs” 1500 (BL3+BL4+BL5+BL6)*15%

Bl 2 “Office and administration costs”

BL3 “Travel and accommodation costs” 1000 1000
BL4 “External expertise and service costs” 4500 4500
BL5 “Equipment costs” 1000 1000
BL6 “Infrastructure and works” 3500 3500
Total 10000 11500
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BL1 ,,Staff costs“/ Real costs

Project staff can be hired by the project partners in one of the

following ways:
= Full-time

= Part-time:
« Part-time assignment with a fixed percentage of time worked on
the project per month
« Contracted on an hourly basis
Part—time assignment with a flexible number of hours worked on the project per month ( NOT SUGESTED)
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= Staff costs include costs of employees in line with the employment/wort
contract or an appointment decision

= Staff costs must relate to activities which the PP organization would not carry out if the

project was not undertaken
= Actual salary rate must be used

= Unjustified different hourly rates/ remuneration in the frame of the same responsibilities

must be avoided
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= Costs connected with the salary payments have to be reported within the reporting

period when the last payment connected with the salary is made

In case If salary payment to employee is made in reporting period No 1 but relevant
taxes are paid during reporting period No 2- all the costs connected with the salary

payment should be included in the report for reporting period No 2
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Latvija-Lietuva
Euspen oo Dorspment BL1 ,,Staff costs“/ Real costs

Full-time
The following main documents must be available for control purposes

4 N

= Employment document;

= Job description providing information on responsibilities related to the
project;

= Payslips or other documents of equivalent probative value;

= Proof of payment of salaries and the employer’s contribution;

= Other documents that could be relevant according to national legislation.

| No submission of project time sheets is required for full time option
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Part-time assignment with a fixed percentage of time worked on the project

per month
Staff costs = fixed percentage of the gross employment cost in line with a

fixed percentage of time worked on the project

Additionally to main documents indicated for full time workers following documents
must be available for control purposes

= Document setting out the percentage of time to be worked on the project per
month (if not specified in the contract)

| No submission of project time sheets is required for fixed percentage option
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BL1 ,,Staff costs“/ Real costs

Contracted on an hourly basis

Additionally to main documents indicated for full time workers following documents
must be available for control purposes

ﬁ Employment document (including information on the hourly rate) \

= Data from the project partner organisation working time registration system
covering 100% of the actual working time of the individual - providing information
on the total number of hours worked per month

= Project time sheets if employee implements also other tasks

N /
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Latvija-Lietuva
Euspen oo Dorspment BL1 ,,Staff costs*/ Real costs

Part-time assignment with a flexible number of hours worked on the project
per month ( STRONGLY NOT SUGESTED)

Additionally to main documents indicated for full time workers following documents
must be available for control purposes:

/- Employment document (including information on the monthly working time) \

= Datafrom the project partner organisation working time registration system
covering 100% of the actual working time of the individual- providing information
on the total number of hours worked per month

= Project time sheets; /
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TR BL2 ,,Office and administration costs*

The calculation is done automatically as a flat rate of
15% or 0% of eligible staff costs

= PP does not need to document that the expenditure has been incurred and paid, or to prove
that the reported amount using the flat rate would correspond to the real costs for office and
administration

Budeet line Real Total
& expenditure | expenditure

BL1 “Staff costs” 1500
* 0
BL2 “Office and administration costs” 225 BL1 1 5 /0

BL3 “Travel and accommodation costs” 1000 1000
BL4 “External expertise and service costs” 4500 4500
BL5 “Equipment costs” 1000 1000
BL6 “Infrastructure and works” 3500 3500
Total 10000 11725
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Following costs are covered by the flat rate under BL2 “Office and
administration costs” and they cannot be reported under any other BL:

= Office rent; Utilities (e.g. electricity, heating, water)

= Office supplies; Security; Communication

= General accounting provided inside the PP organisation

= Maintenance, cleaning and repairs

= |T services of general nature that support delivery of the project (maintenance
of IT systems)

= Charges for transnational financial transactions

= Costs related to organization of internal one partner (without participation of
other institutions) meeting.
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R e BL3 ,,Travel and accommodation costs*

= |n well-justified and documented cases, the PP have a possibility to cover travel and

accommodation costs of guests/target group
= Result oriented policy — effectiveness as the 1st principle for

choosing transport and accommodation

= Preparation costs as lump sum reimbursed with the 1st report
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R e BL3 ,,Travel and accommodation costs*

= Travel and accommodation costs must be clearly linked to the project

= Travel and accommodation costs of external experts and service providers cannot be

Included under this BL; they must be planned and reported under BL4

= City taxes, parking fees, taxi and car insurance should be reported here
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e o e BL3 ,,Travel and accommodation costs*
Ge following documentation must be available for control \
purposes:

= Agenda or similar document of the meeting/seminar/conference

= Paid invoices (e.g. hotel bills, travel tickets)

= Proof of payment

= Travel reports, route sheets and other documents which are
required by national legislation

" J
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g J BL4 , External expertise and services costs*

= All costs of external expertise and services that are linked to an investment in infrastructure
(e.g. provision of guarantees by a bank or other financial organisation, Insurance for equipment

and infrastructure) should be reported under this BL

= Costs of renting rooms owned by the project partner, who organizes project events, are not

eligible

= Wages/compensation for professional artists and authors are not eligible, with exception If

activities were approved
' W

AT
Q
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BL4 , External expertise and services costs*

Outputs produced by external experts must be available for control purposes

(. 2D

developed documents (e.g. studies, researches, programmes)
= information and publicity materials (e.g. press

articles,recordings, leaflets, CDs, website print-outs,

brochures, small promotion materials such as pens, etc.)

N
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Latvija-Lietuva BL4 ,,External expertise and services costs“

European Regional Development Fund

In case of organisation of meetings and events

~

/The following documentation must be available for control purposes:

= meeting/event agenda

= memo/minutes/report of the meeting/event, if available

= as recommendation - evaluation summary from training/skills raising
events/workshops/consultations based on individual participant’s assessment sheets,

N /
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Latvija-Lietuva BL4 ,,External expertise and services costs“

European Regional Development Fund

In case of organisation of meetings and events

ﬁle following documentation must be available for control purposes: \

= [ist of participants with signatures for each day,

= photos from major meetings/events

= handouts (obligatory to be provided for control purposes if preparation of handouts is
paid under BL “External expertise and services costs”)

Costs for lunch are eligible for a minimum six hours meeting and costs for dinner can be
included for events taking place more than one day;

" /
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Costs for organisation ( BL4) and participation (BL3) of events have to be
reported within the reporting period when the event took place, but they cannot
be reported retrogressively

Event take
place

Final settling
of accounts

2nd reporting 3rd reporting

1st reporting oeriod period

period

In case the final settling of accounts (final advance statements are finalised) takes
place in next reporting period, costs for participation in event (BL3), can be reported
during the next reporting period
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European Regional De

= Approved in the project, including preparation costs of technical documents (BL6)
= |[nvestments must comply with information and publicity rules
= Ownership and the way of use cannot be changed within 5 years after

the project final payment
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European Regional Development Fund

The following documentation must be available for control purposes:

/ = Evidence of the procurement process (announcement, selection, award) in line with thﬁ

national procurement rules or the EU procurement rules depending on the amount of the

contract
= Invoice providing all relevant information in line with the applicable accountancy rules
= Contract with clear reference to the project and the programme

= Proof of payment

= Act of delivery and receipt

= Pictures of purchased equipment /works done

K = Other documents that could be relevant according to national legislation /
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COSTS SHOULD BE CONFIRMED BY FINANCIAL CONTROL

In Latvia FC is centralized
www.varam.gov.lv (Fondi un investicijas/ Eiropas teritoriald sadarbiba 2014-2020/ pirma limena kontrole)

In Lithuania a decentralized FC system
www.esbendradarbiavimas.lt/kontroles-sistema

Financial control manual
/ http://latlit.eu/how-to-implement/financial-control

Costs which are withdrawn by the FC from respective partner report for additional
clarification and indicated in the FC certificate as “costs under clarification” could
be reported in the next reporting period if found eligible by the FC

www.latlit.eu

Latvia-Lithuania Cross Border Cooperation Programme 2014-2020




Thank youl!
Paldies!
Aciu!



