EUROPEAN REGIONAL DEVELOPMENT FUND
Project Management’s Guide

This guidance note ams to assist project managers co-ordinaing schemes attracting grants
under the 2000 — 2006 Objective Two programme. It supplements the European and
Nationd rules and regulations that apply to monitoring of ERDF projects, which are clearly
indicated in your offer |etter.

The guide is Flit into five sections.
Section One provides a brief overview of ERDF in generd.

Section Two looks at the offer letter. It discusses how the grant approva letter works and
gives an account of the various paragraphs contained in the offer letter and ams to show how
thisworksin practice.

Section Three deds with the monitoring of the projects. As part of the offer letter, we need
to cary out various checks to ensure that the EC is getting value for money. To do this,
project managers need to have in place monitoring systems and this section will cover the
bass on how this is to be achieved and advises on what information is required from the
project managers to satisfy audit requirements.

Section Four examines the interim and find dams  The ERDF dam will form the bass on
how we monitor the activities of the project and check on its progress. The guidance will run
through the dructure of the clams and what's expected of project managers in terms of
providing feedback in the required format.

Section Five covers the post completion and economic life. In some cases project outputs
may be delivered after the project completion and this section will give further advice.

| very much hope that you find this guide useful.

KATHY COGHILL
Objective 2 Programme Manager
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SECTION 1. INTRODUCTION
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This guidance note ams to assst project managers co-ordinaing schemes attracting
ERDF grants under the 2000 — 2006 Objective 2 programme. It does not cover
projects funded by the European Socid Fund. It supplements the European and
nationd rules and regulaions that gpply to the monitoring of ERDF projects, which
are clearly indicated in your Offer Letter.

ERDF-asssted projects normaly run over a number of years. A wide range of
activities are supported, with ERDF grants ranging from a few thousand to a few
million pounds. Many projects make a very dgnificant contribution towards the
economic regeneration of deprived areas. In order to maximise the impact of
funding, and to minimise the threat of grant recovery due to poor performance or
poor administrative systems, it is essential that you, the project manager, put
effective financial and monitoring systemsin place right from the start.

Where responshilities for financid control and project implementation are Solit
within an organisation, GOL requeds that the nominated project manager acts as a
centra contact point for dl issues related to the implementation of the project. It is
therefore essentia that the project manager has effective structures in place to ensure
that, say, the finance officer is able to provide up-to-date financial reports in good
time to feed into the quarterly clams. Some projects are undertaken by a group of
organisations (or “partners’), but the project manager is soldy responsible for the
callection of al rdlevant information from project partners.

If you have any queries about your ERDF project, the first point of contact in the
European Unit at GOL is your Project Monitoring Officer shown at the end of the
ERDF Offer Letter for your project.



SECTION 2. THE ERDF OFFER LETTER
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The ERDF Offer Letter sets out the conditions on which the grant offer is made, and
outlines the claims and payment procedure. Offer Letters are long and, a first sght,
complicated documents, but essentidly condst of passages of “dandard text”
punctuated by project performance “variables’. These define your project’s sart and
end date, how much you can spend and on what activities, the outputs to be delivered
and their achievement date, and when/how you should clam grant. It is important
that you understand the following:

> The Offer Letter is an agreement between the organisation undertaking a project
and GOL. It becomes binding once the offer letter recipient has signed the letter
to show that he/she understands and agrees with its terms. The signed copy of the
Offer Letter must be returned to GOL by the specified date, otherwise the offer of
grant is automaticaly withdrawn.

> If you do not meet the Offer Letter's conditions, grant can be withheld, or
reclamed.

Be sure that you understand, and can neet, dl the Offer Letter requirements. Our
Development Team would have discussed specific dements of your grant application
for incluson in the offer letter so that you can discuss the issues and implications with
your legd and financid experts.  This helps to ensure that the formad Offer Letter can
be sgned and returned without delay, and that the project manager knows precisely
what dructures need to be put in place in order to meet the various funding
conditions.

The Offer Letter is addressed to the person who signed the ERDF application form
(eg. your Chief Executive or Finance Officer). It must be sgned a a amilar leve in
your organisation, i.e. by someone who has the authority to make the necessary leve
of fineancdd and legd commitment. The origind Offer Letter plus an additiond copy
is digpatched under a covering letter addressed to the project manager.

The Offer Letter sets out, amongst other things, project performance targets (outputs),
the maximum amount of ERDF that may be paid, the grant rate, details of estimated
eigible codts, together with expected phasng. This information is taken from the
goplication form, as amended during the assessment, and is agreed in draft. You will
be expected to implement your project within these terms if you do not, you run the
risk of losng some or dl of the ERDF. It is therefore important that you keep your
Project Monitoring Officer fully informed of progress and, where rdevant, discuss the
need for amendments in advance (see paragraphs 4.4 and 4.5 below).



European Commission (EC) Requirements

25 The “gandard” text in the Offer Letter ligs the European Community regulations and
policiesthat apply to al projects. These include references to:

» the Structural Funds Regulaions
» State Aid Limits and Notifications

> public procurement and publicity arangements (see paragraphs 29 — 2.12
below for more advice)

» Environmenta Impact

2.6  Some of these issues — eg. dae ads and environmentd issues — are consdered when
the application is being assessed.  Others, in particular public procurement and
publicity requirements, are conddered after approva, as pat of the clams and
monitoring procedures.  ERDF will not be rdeased until the Project Monitoring
Officer is satisfied that these requirements have been met, or that work is in hand to
ensure that they will be met.

L egal and Financial Commitments

2.7  All ERDF projects supported under Programmes currently operating in London must
be the subject of legdly binding commitments, and must have dl sources of funding
in place. These are requirements specified in the European Commisson’'s approva of
the Programmes. Given that ERDF Offer Letters are not issued until matching
funding isin place, the second point should not be a problem for project managers.

2.8 Legdly binding commitments ae defined as “the decisons teken by the find
beneficiaries to implement digible operations ... [taking] account of the particular
features of inditutiona organisations, of adminidraive procedures in each Member
State and the nature of the operations’.  This is clearly open to interpretation and you
should seek legd advice if you anticipate any problems. To ensure that you meet
this requirement, you must let at least the main contract (where contracts are
being let) that commits the majority of expenditure to undertake your project.
You should bear in mind that the performance outputs and milestones in some Offer
L etters often necessitate | etting of contracts well in advance of that date.

Public Procurement

29 Anmnex 3 of your Offer Letter briefly sets out the public procurement requirements,
including current advertisng thresholds for various types of contract. [Copies of the
rlevant EC Directives, and corresponding UK Statutory Instruments, can be obtained
from The Stationery Office (TSO) (enquiry number: 020-7873-8372) or log on to
their website at (Www.ts0.c0.Uk)]

2.9 The rules rdating to public procurement are complicated, and Annex 3 of the Offer
Letter should be studied closdy. It is your responghility to ensure that the provisons
are complied with. Your legd or specidist procurement colleagues can advise you in



2.10
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detail on the procedures. If your organisation is covered by the public procurement
directives, and you intend to let a contract vaued above the rdevant threshold, you
will need to fill out a quedionnare detaling how you have me the public
procurement requirements, and submit it with the firs ERDF clam after the contract
has been let.

If you let a contract vaued below the rdevant threshold, you mugt fill in a declaration
to that effect, and send it to your Project Monitoring Officer. Copies of the
guestionnaire and the declaration can be obtaned from your Project Monitoring
Officer.  Where no contracts will be let under your project, you should insert an
gppropriate note in the Tendering section of the claim form.

The European Commisson's auditors check very closdly that the public procurement
regulations have been complied with. They look in particular for atempts to bypass
the rdevant procedures, eg. by atificidly splitting activities into separate contracts,
such that the value of each contract is below the relevant threshold. Where they
condder that there has been an infringement of the regulations, the ERDF funding
may have to be repaid.

EC Publicity Requirements

212

Appendix 4 of your Offer Letter briefly summarises the publicity requirements that
apply to your project. The European Commisson have emphassed the importance of
publicising European Community activity in Member States, and undertake thorough
checks at project level to ensure thisis observed.

Auditor Requirements

2.13
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2.16

Annex 6 of the Offer Letter contains provisons covering the auditing of your project.
All find daims must be accompanied by a report by a suitably qudified auditor who
is independent of the organisation undertaking the project (for more information, see
paragraphs 4.11 — 4.15 below). It is therefore essentid that you have Structures in
place that clearly shows dl the expenditure and outputs relevant to your project.
Representatives of Government Departments, the National Audit Office, the European
Commission, or the European Court of Auditors may audit your project at any time.

In addition, projects attracting an ERDF grant of £250,000 or more are required to
submit an independent auditor’s report each year. This should accompany an ERDF
cdam form. The reports should cover dl activity on the project during the previous
financid year and shoud reach GOL by 31 December.

The key to successful audits is preparation. When an audit vist is scheduled, you
should plan wdl in advance to ensure that key personnd ae aware of what is
expected, that al relevant documents are available and in order, and that satisfactory
“phygcd” arangements are in place to accommodate the auditors needs — such as a
room for them to work in.

You should dso undertake a “run through” or mock audit, as this often highlights
practica problems that are easy to overlook however well you have planned. For
gregter redlism, mock audits might be done on an exchange basis with another
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organisation receiving ERDF. This helps to soread best management practice.

The project manager should explain the audit procedures to any partners involved in
deivering a project, to ensure that they are using compatible operating sysems and
that they can provide the necessary documentary evidence of expenditure and outputs.

Withholding or Repayment of Grant

2.18

2.19

Annex 7 of your Offer Letter explans the circumgtances in which ERDF may be
withhedd or recovered. By ensuring that you have sound adminidrative and
monitoring arangements in place from the dart, you will minimise the risk of this
happening. You should inform your Project Monitoring Officer at the earliest
opportunity of any problems with the project, including or possble under- (or
over-) spends, difficulties in achieving agreed outputs, or dippage to the project’s
timetable.

If identified and released promptly, it may prove possible to redlocate underspends to
other projects, and so ensure that precious ERDF resources continue to benefit the
programme aea.  The discipline of providing quarterly clams will encourage you to
keep your expenditure and progress constantly under review.



SECTION 3: ONGOING MONITORING REQUIREMENTS

Setting Up Your Monitoring Systems
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3.2

3.3
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The previous section sressed the importance of setting up good adminigtrative and
monitoring systems for your project as early as possble. Active project monitoring
commences as soon as you have sgned the Offer Letter (and sometimes even before
that).

The ERDF agpplication form requires bidders to address in broad terms the bass for
monitoring a project’'s peformance. Any subgtantiad changes to these procedures
should be agreed in advance with your Progect Monitoring Officer.

There is no precribed best method for setting up and running projects attracting
ERDF gratts there are amply too many different types of activity and possble
partnership structures. A commontsense approach that endeavours to keep structures
as smple as posshle usualy bears fruit. For ingance, if the ERDF supports part of a
lager project (eg. the deveopment of workshop units on the ground floor of a
housng devedopment), you will find the ERDF reporting and monitoring
requirements much easer to meet if you keep separate records for the part of the
project atracting ERDF support (eg. by setting up a specific bank account or cost
centre for relevant payments).

Some project managers have run into serious difficulties by faling to separate non
ERDF from ERDF expenditure, and this has caused long ddays in settling grant
cdams. You should dso consder co-locating al records on expenditure, outputs and
match funding — eg. in one filing cabinet — rather than plitting documents between
different departments in your organisation.

Record Keeping

35

3.6

3.7

35

You must keep accurate and up-to-date records. You are required to maintain origina
documents relevant to your project at least until three years after the EC has made the
find payment for the Programme to the Government Office Bear in mind the
posshility of unforeseen disturbances - eg. daff changes or relocation of records —
and endeavour to have procedures in place that ensure continuity.

A number of projects have run into serious difficulties because a project manager has
moved on and left no clear records. Documents should establish a clear chronologicd
tral that explans how each decison rdating to a project has been reached and
endbles athorough audit of al activity.

As a minimum, dal expenditure reaing to the project, down to the smdlest
transaction, must be recorded. Output records will vary according to the nature of the
activity: eg. for businesses asssted, you should record the name and location of the
company (n.b. must be within the programme ares), and a description of the nature
and duration of the asssance. Where the assstance is provided over an extended
period, you might wish to keep separate files for each company.

These are the principal documents that you should have available for ingpection:



3.6

acopy of the ERDF gpplication form

any correspondence detailing changes to the origina application

the signed ERDF Offer Letter

contracts let and procedures followed

copies of planning/related consents (where appropriate)

dtate aid notification (where appropriate)

publicity materid (eg. brochures, letterheads, photographs, press cuttings —
with references to the ERDF contribution)

ERDF claim forms and associated correspondence

information to verify outputs

records of payments generated by the project — i.e. income*

origind invoices and/or other documents demonstrating expenditure*
records of payments made through your bank accounts®

written confirmation of match funding from third parties

any legd agreements with third parties

committee reports on the project (where appropriate)

auditors statements

annua reports or project impact evauations

details of monitoring procedures

information to support any changes made to project.

VVVVVVVVVYVYVYVY VVVVVVYVY

*

All financial transactions must be clearly traceable through your
financial accounting system.

The Offer Letter stresses that you must comply, within a reasonable period, with any
request for information concerning the progress of your project. You must be
prepared for an audit or monitoring vist a any time (see paragraphs 213 — 2.17
above), 0 it isimperative that you have a clear and up-to-date records system.

"In Kind" Expenditure

3.7

Contributions "in kind" involve the free gift of sarvices or materias to a project. As
such, they do not involve actud expenditure by the organisation(s) running a project,
but they must involve a red and measurable “cost” to the donaor (eg.
walved/reduced charges, or loss of time or resources that might be employed
elsawhere). In short, the key conditions are:

» The provison of in kind contributions must be agreed by GOL before a project is
approved.

» They mugt conform with the normd rules on the digibility of activities for ERDF
grants.

» The vdue atached to the contribution must be evauaed and certified ether usng
officia scales drawn up by an independent authority (eg. the Nationd Council for
Voluntary Organisation’s vauation of volunteer work), or by a suitably qudified
independent professond.



3.8

Edtablishing a dear audit trail for in kind contributions is not aways easy, but the key
thing is tha you record and monitor the contribution in accordance with the
arangements agreed during gppraisa. For ingtance, when submitting a clam that
includes hours worked on a voluntary bads, you will need to multiply hours actualy
worked during the clam period, cross-referenced to time sheets, by the hourly rate
agreed during appraisd. Where in kind contributions are provided by a third party,
they will need to provide written confirmation of the bass on which they have been
vaued.

Double Funding

39

If you are running more than one project recelving Structurd Funds assstance, you
must establish distinct audit trails according to the requirements of each scheme. This
should help you to demondrate that funding sources are not being mixed (i.e. that you
are not usng the same funding source to attract grants into different projects), or that
you are not maiching one Structura Fund grant with another (eg. from a different
programme). ERDF grants cannot be matched with ESF, since the activities these
grants support are mutualy exclusive.

Involving Partnersin the Monitoring Process

3.10

311

Patners include any third paty that is responsble for implementing a pat of the
project, and therefore make payments attracting ERDF grant.  For example,
refurbishment work at a trangport interchange co-ordinated by a loca authority might
involve works undertaken by different transport operators. The Offer Letter recipient,
i.e. the organisation that is accountable for the ERDF grant, is responsble for
ensuring that project partners are:

> aware of the ERDF Offer Letter conditions, and are familiar with monitoring/audit
processes and requirements,

» able to provide the necessary information a the correct time for each clam (eg.
by using legd, or service leve, agreements); and are

» keeping detalled financid records and information to support progress and outputs
detailed on the dlam forms;

Project managers run the risk of getting into difficulties if they cannot enforce
compliance with the Offer Letter teerms.  GOL will not chase project partners for
information. Problems securing information from a partner is not an acceptable
excuse for the late submission of claims. For these reasons, GOL will normaly look
for some form of legd (or “service leved”) agreement between the patners. These
agreements should spread project risk amongst the partners, provide a mechanism for
enauring compliance by dl paties with the Offer Letter terms (incduding grant
recovery), and ensure the provison of matching funding (where relevant).

10



Private Sector Partners

3.12

3.13

Specid consderations apply to infrastructure projects undertaken on a commercia
bass by the profit-distributing private sector. These are addressed during appraisd,
and involve additiona monitoring of profitability in accordance with a profit recovery
condition inserted into the Offer Letter. These issues are dedt with on a case-by-case
basis.

The clam form requires you to report any on private sector contributions towards the
eligible expenditure on the project. Over the life of the project, this should be in line
with the amount predicted in the application. If you are unsure about the status of any
source of match funding, contact your Project Monitoring Officer.

Supplementary Credit Approvals (Local Authorities Only)

3.14

3.15

Pat IV of the Locad Government and Housing Act 1989 requires loca authorities to
set asde capitd receipts from Europe to meet their credit liabilities. This applies to
ERDF grants for capital purposes. To receve the benefit of the grant, loca
authorities have to apply retrospectively for Supplementary Credit Approvals (SCAS),
which basicdly alow the authority to increase its borrowing capacity.

Each year the Depatment for the Environment, Transport and the Regions write to
locd authority Chief Executives explaning the arangements and the deadlines for
loca authorities to submit cdams for SCAs for that year. GOL co-ordinates and
checks the clams for London authorities.

Monitoring Vidits

3.16

3.17

Project Monitoring Officers am to vist al ERDF-asssted projects a least once
during ther lifeime. They undertake a standard series of checks, evauate the relative
drengths and weeknesses of financid and monitoring systems and check physica
progress on dte (for capitd projects), It is important to note that these are monitoring,
not audit, vigts On the one hand, they alow GOL to verify that a project is
progressing satisfactorily, and to address possble wesknesses. But they aso give
project managers an opportunity to show what they have achieved, how effective ther
systems are, or to discuss the need to possible amendments to Offer Letter terms.

Following a dte vidt, the Project Monitoring Officer writes a short  report,
summarigng ther man findings and liding action points. A copy is st to the
project manager. Further details of our Ste vigt procedures are given in the guidance
notes at Annex 2.

Project Outputs

3.18

Annex 1c of your Offer Letter set out the peformance targets againg which your
project will be messured. The peformance indicator is shown, broken down into
quarterly milestones. Some projects continue to deiver outputs after al the digible
payments have been made. Section 5 of this note explains how GOL continues to
monitor these outputs.

11



3.19

In the past, project managers have encountered difficulties because they were not
clear how their target outputs were defined — eg. what an SME “assigted” actudly
meant. GOL therefore commissoned a firm of consultants, called EKOS Limited, to
desgn an outputs monitoring Srategy based on precise definitions of the various
peformance indicators that feature in ERDF Offer Letters. These definitions are
circulated to potentid bidders and are an important reference point for al ERDF
project managers. Copies of the EKOS definitions can be obtained [from your Project
Monitoring Officer here].



SECTION FOUR: SUBMITTING INTERIM AND FINAL CLAIM FORMS

Interim Claims

Interim Claims and Progress Reports

4.1

ERDF clams should be submitted every three months throughout a project’s lifetime
usng standard forms that you can obtain from your Project Monitoring Officer. The
form can be completed quite eaesily providing you have teken the trouble to put
effective financid monitoring systems in place from the start of the project.

Please find on the following webste, a copy of the new Electronic Clams Form
software, which you should use for submitting dl future ERDF dams to the
Government Office for London.

http:/Aww.odpm.gov.uk/stellent/groups/odpm_urbanpolicy/documents/page/odpm _u

rbpol_609283.hcsp

The ECS software is provided in standard .exe format. It requires a PC running
Windows 95, 98, ME, NT, 2000 or XP and approximately 35Mb of free disk space.

The software is quite straghtforward to use and there is a comprehensve hdp file
included to guide you through the various processes.

You will need to double click on the ECS file to dat the download onto your
computer hard disk. The ECS user-traning module will then launch automaticaly.
You should follow this through from dart to finish, as it will explan dl the basc
information you need to know. You will be adle to trigger the inddlation of ECS
once you reach the correct point in the training.

You will require a Project Specific File (PSF) to begin usng ECS. This, as the name
suggests, contains information individud to the paticular messure of your project.
Your clams will be based on and saved as part of this file. Your PSF will be sent to
you separatdly, via email, or on a floppy disk if you do not have access to the Internet.
To access your PSF you will need a password, which will dso be sent to you by
email/floppy disk. Please keep this password in a safe place, as you will need it every
time you access ECS to prepare aclam.

Once you have opened your PSF with ECS you are ready to begin creating a dam.
Each screen of ECS has a hdp button that provides a wedth of information to
complement what you have learnt by completing the up-front training. Please ensure
that you take full advantage of this facility, as it will save you a great ded of time and
help ensure that your payment is not delayed by the submisson of an incorrect clam.

Once the clam has been completed, a hard copy should be printed, authorised and
then sent to GOL.

An dectronic copy of the dam file should be emaled to your Project Monitoring
Officer so that work on processng your clam can begin immediatdy. Please note
however, that payments cannot be made until the signed hard copy has been received
in GOL.

13



4.2

4.3

4.3

If you have any questions to which you cannot find the answer in ether the up-front
training or the on-screen help then please contact.

Essentidly you are asked to give a short summary of key activities during the quarter,
such as might be understood by anyone not familiar with the project, to show what
progress you have made towards your target outputs and milestones, and to record
what you have, and expect, to spend. Providing you can show that have actudly spent
what you have clamed, and that satisfactory progress is being made, your clam will
normally be paid within a matter of days.

On recalving the cdam specific file and the hard copy of the cdam form, the Project
Monitoring Officer completes a series of basc checks, following a standard checklist.
Your dlam will be immediately rgjected if you:

» fal to sgn or date the form, or use correcting fluid;
» fail to atach an expenditure breskdown summary (see paragraph 4.7 below); or

> submit a cdam in the name of an organisation that is not accountable for the
project (i.e. is not the Offer Letter addressee).

All project managers should run through the checklist before submitting their
claims to minimise the risk of payment delays.

You must submit a clam every three months even if you are not in a postion to draw
down ERDF. The form should outline progress and record any financid changes
gnce the previous dam, but should insart a zero in the “bdance of grant cdamed’
box.

Notifying Changes

4.4

4.5

The cdam form invites you to outline any changes to the nature, timing, ownership or
implementation of the project. Do not assume that GOL will automaticaly make any
necessary amendments to the Offer Letter terms to reflect the revised detalls. Where
you consider that changes are required, it isyour responsibility to draw these to the
attention of your Project Monitoring Officer (e.g. in a letter covering the claim
form) and to make a formal request for the amendment. You can, of course, request
Offer Letter amendments at any time. Reasoned requests submitted to the Project
Monitoring Officer as soon as a problem has been identified ae likdy to be
consgdered condructively. If you implement changes that have not been agreed by
GOL, you may be committing a financid irregularity that has to be notified to the
European Commisson. There is no guaratee that a “retrogpective’ amendment will
be agreed, and this could result in your losing some or the entire ERDF grant.

Not al changes involve a forma Offer Letter amendment. As a generd rule, GOL
will amend an Offer Letter only when this would affect the amount of, or rate that,
ERDF is pad out. Occasondly an organisation recalving ERDF grant might wish to
pass the legdl responghbility for a project to another body. This is comparatively rare,
and should only be contemplated as a last resort Since a tri-partite legd agreemernt,

14



known as a novation, is required. A handful of project novations were agreed under
the 1994-96 Objective 2 programme when the city chdlenge companies were being
wound up.

Completing Claim Forms

4.6

4.7

4.8

4.9

4.10

The various sections in the dam form ae farly sdf-explanatory. If you are a dl
uncertain about how to complete the form, spesk to your Project Monitoring Officer
before you submit the ddlam. A ten minute conversation can save several hours
painful work later on.

We do not normdly require clamants to submit copies of invoices, receipts, or other
accounting documents to support their clams. However, we need to be able to see a
a glance how the expenditure bresks down. Advice on how to do this is attached to
the clams checklist at Annex 2.

ERDF is cdlamed in arears. Each clam should cover payments made in the three
months preceding the dam. You may not indude invoices in a cdam unless
payments agangt those invoices have actudly been made.  The expenditure
breakdown summary requires you to show payment dates for dl transactions. You
should show in kind contributions (see paragraphs 3.7 — 3.8 above) againgt the quarter
that the donation was made (eg. when the voluntary work was undertaken, or when
the gift of materids was made). When an in kind contribution covers the entire
duration of a project, you should clam when the payment would have been made (eg.
for building/land purchase, a firg cdam; for discounted rentd, when the rent
payments would normaly have been made). Please ensure that the vaue clamed
agang an in kind contribution is the same as that agreed with GOL during the
asessment of the bid.

ERDF is pad againg certified digible expenditure according to the grant rate shown
in paragreph 4 of the Offer Letter. You can clam up to 90% of the totd ERDF
through the Interim Clams process, providing of course tha you have spent 90% of
the project's totd cost, and that GOL is satisfied with progress and project
management arrangements.

You should discount dl VAT payments unless you can show that they are
irrecoverable.

15
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4.12

4.13

4.14

4.15

Final Claims

The find grant payment (a minimum of 10% the totd ERDF awarded) is held back
until an auditors report on the project has been submitted. By definition, find clams
can only be submitted after dl digible payments on a project have been made. That
is not to say that projects come to an end after the find clam — for example, many
busness advisory services set up or enhanced with ERDF assstance continue for
many years after the ERDF subsdy has ended. However, once a final claim has
been settled, no further ERDF payments can be made into a project unless a new
approval isissued.

The deadline for submitting the find dam is shown in the Offer Leter (normdly
paragraph 6). Project managers are generdly dlowed three months after financia
completion (i.e. the lagt date on which an digible payment can be made) to put the
find cdam together and to get it audited. You may not claim ERDF against
payments made in the three month period between financial completion and your
final claim date. It is your responshility to ensure that the auditor completes their
report in time to meet the find cdam deadline GOL will not chase auditors on your
behalf.

The origind copy of the find clam, plus dl supporting documents, should be made
avalable to the auditor, and a copy sent to the Project Monitoring Officer a GOL.
This dlows the Project Monitoring Officer to undertake the norma checks so that
payment can be released quickly once a satisfactory report from the auditor has been
received.

Care should be taken when negotiating contracts to ensure that they do not contain
clauses that would push otherwise digible payments beyond the project's financid
completion date.  For instance, contracts for building works often include
“retention” clauses that can delay a final payment to a contractor for up to 12
months. If this pushes the payment beyond the financial completion date, the final
payment cannot attract ERDF support. Project managers will rarely pick up on this
issue unless they are directly involved in negotiating the contract.

You may submit a find cam in advance of the date specified in the Offer Letter if
you arein apogition to do so.
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SECTION FIVE: POST COMPLETION MONITORING

Post Completion Monitoring

5.1

Some projects ddiver outputs after financid completion. For example, an ERDF
grant might asss the development of workshop units leading to the creation of 50
jobs associated with the companies that will move into the accommodation. These
outputs cannot be ddivered until after the units have been congructed and fully let.
GOL will normdly agree arangements a assessment dage to monitor post
completion targets. Essentidly, this will involve full payment of grant a find dam
stage based on agreed milestones, and one or two progress reports for up to a further 6
months. If outputs are not achieved, GOL might reclaim a proportion of the ERDF.

“Economic Life’

5.2

5.3

5.4

Every Offer Letter specifies a period during which the “project” (i.e. activities or
assts that ERDF has helped to create or enhance) must be used exclusvely for the
purposes specified in the Offer Letter (normdly paragraph 18 f). This is known as the
project’s “economic life’.

For revenue projects (i.e. ERDF supports running costs only — normdly business
support activities), the economic life is identicd to the period during which the project
actudly spends. The economic life of capitd projects can be much longer. For
projects involving the condruction or improvement of buildings, the period is
normdly 20 years for high-tech investments, such as telematics networks, the period
can be shorter. This is addressed during project appraisal. Specia arrangements
aoply to private sector commercid ventures supported on the basis of a “gep funding’
methodology.

The onus lies with the project manager to notify GOL if any change of use is
proposed during the economic life of a project. The likdihood or extent of grant
recovery diminishes with time, but project managers should not assume that change of
use would be acceptable to GOL.

Government Office for London
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November 1998
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