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1.   INTRODUCTION

1.1 Basis

The IPA Cross-border Cooperation Programme Montenegro-Kosovo 2014-2020 is implemented jointly by Montenegro and Kosovo. The Montenegrin Operating Structure is comprised of the Cross-Border Cooperation Body (CBC Body) and Contracting Authority (CA). The first is located at Ministry of European Affairs of Montenegro, Directorate for European Territorial Cooperation and the last in the Ministry of Finance of Montenegro, Directorate for Finance and Contracting of the EU assistance Funds (also known as CFCU). The Kosovo Operating Structure is comprised of the CBC Body, Department for Regional Cooperation and Development in the Ministry of Local Government Administration, while the role of the Head of the Operating Structure is performed by the General Secretary of the Ministry of Local Government Administration. The Control Body is an integral part of the management and control system and its duties are discharged by the Ministry of Local Government Administration.
Following successful competition under the 1st Call for Proposals (CfP) of IPA CBC programme Montenegro – Kosovo 2014-2020 the successful applicants are entering into contractual relation with the Directorate for Finance and Contracting of the EU Assistance Funds - CFCU as the CA. The contracts are signed in the name of partnership by the lead applicant, who becomes project Coordinator. By signing the contract, the Coordinator and other grant beneficiaries take over a set of formal contractual obligations that need to be followed throughout the implementation period. 
1.2 Purpose of this document

This document serves as guidelines for Grant Beneficiaries (GB) that already signed the Contract with the CFCU for implementation of the project submitted under any CfP. It provides an overview of procedures and practical aspects of implementation of grant scheme contracts financed under EU External actions.
The grant contract implementation procedure is based on EU Regulations and Procurement and Grants for EU External Actions – Practical Guide (PRAG) – 2016 version.  This document is not intended to replace the procedures and PRAG, but rather to provide summary and guidance to grant beneficiaries on application of these rules and procedures. The Grant Beneficiaries should observe the contract and its annexes as their formal obligation.  
For references on specific issues the full version of PRAG is to be consulted. The document is available on the following web site:
http://ec.europa.eu/europeaid/prag/?header_description=DEVCO+Prag+to+financial+and+contractual+procedures+applicable+to+external+actions+financed+from+the+general+budget+of+the+EU+and+from+the+11th+EDF&header_keywords=ePrag%2C+europa
1.3 Contractual documents
The documents that are constituent part of the Grant Contract are listed below and they present additional documents that set out rules and procedures to be followed in the project implementation. They are not presented in order of importance but they are listed as they are presented in the Grant Contract. With each of the documents a brief description and key practical elements are presented in the following table. 
	Document
	Description
	Practical aspects

	Special conditions – grant contract
	The grant contract determines the basic rules of the contract including implementation period, finances and reporting. The document, supplemented with annexes, represents the legal basis for contractual relation between the grant beneficiary and the contracting authority (CFCU)
	Defines maximum grant available, co-financing requirements, payment dynamics.
Defines implementation period and lists all the annexes related to the implementation phase. 

	Description of the action
	Annex I to the grant contract provides detailed description of the project as proposed by the grant beneficiary in the application phase.
	The anticipated activities, results and indicators to be closely followed. Any discrepancy to be reported to the CA.

	General conditions
	Annex II sets up general and administrative provisions of project implementation.
	Document covering all the implementing rules and aspects. To be consulted in each formal step/issue in the implementation phase. 

	Budget of the action
	Annex III of the contract provides detailed financial structure of the project as proposed by the grant beneficiary in the application phase and agreed during the budget clarification process.
	The original budget cannot be exceeded in the implementation. Amendments of the budget to be implemented in line with the procedure. 

	Contract award procedures
	Annex IV to the grant contract sets down the rules for procurement by the grant beneficiaries.
	Used when purchasing services, supply or works (normally the main budget headings 3, 4, 5 and 6). Grant beneficiaries to ensure that the rules are fully respected.

	Request for payment
	Annex V standard template needed when requesting funds from the CFCU.
	To be completed in the provided template. Calculations of further financing instalments to be checked. 

	Model  of narrative and financial report
	Annex VI Standard template used for reporting on activities and finances of the EU funded grant project.
	Templates to be used in the exact form to report proceedings on the project, including financing aspects.

	Terms of reference for an expenditure verification of a EU financed grant contract  
	Annex VII. Standard template for verification of the project incurred costs.
	Anticipates engagement of an independent auditor. The auditors’ report needs to follow the templates provided in Annex VII. 

	Transfer of Ownership of Assets
	Annex IX template to be used in case of transfer of ownership of any equipment/vehicles to the local partners and/or final beneficiaries.
	Coordinator to ensure transfer of ownership before conclusion of the project. Copies of the proofs of transfer of any equipment and vehicles for which the purchase cost was more than EUR 5000 per item, shall be attached to the final report. Proofs of transfer of equipment and vehicles whose purchase cost was less than EUR 5000 per item shall be kept by the Beneficiary(ies) for control purposes.


1.3 Institutional Framework

In this paragraph all the relevant stakeholders that are involved in the implementation are presented as well as their role in the implementation
Grant beneficiaries are Lead Applicant, Co-applicant/s and Affiliated Entities (if any). Detailed description of GBs, its role and responsibilities are explained under Article 1.5 of General Conditions (GC).
Contractor/Coordinator is appointed by the grant beneficiaries and is in charge of project implementation and is directly responsible for the preparation and management of the action (project). It is responsible for the project implementation as set out in Annex I to the Grant Contract. Coordinator and Co-applicant(s) are collectively referred to as Beneficiary(ies). Beneficiary(ies) are responsible for respecting the procurement principles set out in Annex IV to the Contract. Coordinator provides narrative and financial reports, requests necessary payments, and is ultimately responsible for project finances and records. Detailed description of Coordinator, its role and responsibilities are explained under Article 1.6 of GC.
Contracting Authority: Ministry of Finance of Montenegro - Directorate for Finance and Contracting of the EU Assistance Funds (CFCU)
The CFCU is acting as the Contracting Authority (CA) and is responsible for the correct administrative and financial implementation of the grant contracts. It is the authority empowered to conclude the contract and responsible for all payment issues. Within the CFCU, a dedicated Contract Manager will be responsible for the specific action. 
Ministry of Finance

Directorate for Finance and Contracting of the EU Assistance Funds 
Stanka Dragojevića 2,  81 000 Podgorica

Tel:   + 382 (0) 20 230 630

Fax: + 382 (0) 20 230 657

Kosovo Control Body: The Control Body is an integral part of the management and control system and its duties are discharged by the Ministry of Local Government Administration.
Ministry of Local Government Administration 
New Government building  (Former "Rilindja" building)

Floors: 11, 12 and 13 
10000, Prishtina, Republic of Kosovo; 
	+381(0)38/200-35-529

	+381(0)38/200-35-649

	+381(0)38/200-35-527


Cross-Border Cooperation Bodies - CBC Bodies:  The Montenegrin and Kosovo CBC Bodies are jointly ensuring all tasks related to the implementation of the Programme including management of technical assistance under the Programme. They are also responsible for the monitoring of the Grant Scheme.  
Joint Technical Secretariat (JTS) is responsible for the day-to-day management of the programme (providing technical assistance) including support and advice to all potential applicants and grant beneficiaries in the Programme area. The JTS has an antenna located in Prishtina (Kosovo). The JTS, including Antenna office, is the main contact point for the applicants and grant beneficiaries of the Cross-border Cooperation Programme Montenegro-Kosovo. In the JTS a dedicated Project Officer will be responsible to support the grant beneficiaries and monitor the action.
1.4 Contacts
In order to facilitate communication and implementation of this programme and projects financed under this Grant Scheme, both countries are assisted by a Joint Technical Secretariat (JTS) whose main office is based in Podgorica, Montenegro, while the Antenna Office will be located in Prishtina, Kosovo.  The JTS, including Antenna office, is the main contact point for the applicants and grant beneficiaries of the Cross-border Cooperation Programme Montenegro-Kosovo. The JTS will support grant beneficiaries through monitoring visits, e-mails/letters, telephone calls, in person visits, etc.
Joint Technical Secretariat 
Main Office
Beogradska 17, 81 000 Podgorica, Montenegro
Tel: + 382 20 240 784

Email: sanja.todorovic@jts-mne-alb-mne-kos.org

    nikola.djonovic@jts-mne-alb-mne-kos.org   

    maja.radovic@jts-mne-alb-mne-kos.org

    petar.belada@jts-mne-alb-mne-kos.org 
           gazmir.raci@jts-mne-alb-mne-kos.org
           almir.causevic@jts-mne-alb-mne-kos.org
Antenna Office

Email: gazmir.raci@jts-mne-alb-mne-kos.org 
Since one of the parties of the contract is the CFCU and the other party is Grant beneficiary the correspondences and view exchanges with third parties regarding implementation of the contract shall not bind the CFCU.

2. PROJECT MANAGEMENT 
2.1 Project team

In order to complete all project activities efficiently and effectively, the Beneficiary (ies) are responsible for setting up an efficient and reliable management and coordination team that can handle all the administration of the project. Project coordination includes both issues related to the thematic activities of the project, as well as the purely administrative and financial management of the project.
It is recommended that project partners agree among themselves and nominate two positions that are crucial throughout the project period: Project Manager and Financial Officer.

Project Manager – would be responsible for the overall organization of the project implementation. This includes management of various components of the project that ensures all procurement procedures are respected, including preparation of all reports, implementation of visibility procedures, etc. This person should have good organizational skills, ability to work as a team player and under tight deadlines.
Financial Officer – would be responsible for the accounts, financial reporting, the internal handling of the funds, as well as update of financial records and accompanying documentation. Financial officer would coordinate procurement activities if no specialist is nominated for this purpose. The financial officer should work in close contact with the project manager in order to enable efficient overall financial management of the operation. As an additional skill it is recommended to be quite familiar with spreadsheet programs such as Microsoft Excel.
In addition to the above mentioned positions, depending of the nature of the project, the project team may consist of the other positions such as Project Coordinator, Communication and Visibility office, Trainings Coordinator, etc. 
2.2 Obligations vis-à-vis grant Contract

The GBs shall implement the Action under its own responsibility and in accordance with the Description of the Action in Annex I to the Contract. The GBs shall implement the Action with the requisite care, efficiency, transparency and diligence, in line with best practice in the field concerned and in compliance with the Grant Contract.

The Coordinator and the CA are the only parties to this Contract. The Coordinator has the sole responsibility of actions arising from the implementation of their project. The CFCU will provide all necessary support during the implementation.
2.2.1 Main Characteristics of the Grant Contract 
The Grant Contract between your organization and the CFCU is the main document that defines the responsibilities of different parties, reporting requirements, eligibility of costs, accounting, payments, etc.

· In the Contract the size of the grant and the amount of the co-financing to be provided by the Grant Beneficiary is clearly stated. No increase in the amount of the Grant is possible. 
· If at the end of the Action, the total costs of the Action are less than the estimated total eligible costs as referred to in Article 3.1 of the Special Conditions, the grant shall be calculated by applying the percentage laid down in Article 3.2 of the Special Conditions
· In awarding any sub-contracts required for the purposes of the Project, the Grant Beneficiary must comply with the rules set out in Annex IV to the (Procurement by Grant Beneficiaries in the Context of European Union External Actions) to the contract. 
Grant Beneficiaries must take all necessary measures to ensure the visibility of the EU financing. Such measures must comply with the Communication and Visibility Manual for EU External Actions laid down and published by the European Commission, which can be found at: https://ec.europa.eu/europeaid/communication-and-visibility-manual-eu-external-actions_en 

2.3 Handling changes in the project implementation 

As soon as the Contract is signed the GBs should start with implementation of the planned activities. Nevertheless, there might be a situation when project circumstances changed and it required making some changes. The procedure for the change in the grant contract could be classified as minor or major change. 

When there is a need to make a change in the Grant Contract it is always recommended to first contact the responsible Project Officer in the JTS and in communication discusses and agree if it is a minor or a major modification. Upon reaching the agreement with JTS, proceed with preparation of the necessary documentation and official submission of the request to the CFCU.
Bear in mind the following:

· Grant Contract can only be modified during its execution period. 

· Maximum amount of the EU funded grant cannot be increased. 

· GB must dully justify its request. In case the requests are inadequate or with poor justification they will be rejected by CFCU.
· Requests for major contract modifications must allow an adequate time-limit (minimum 30 days) for the addendum to be signed by all parties, before the modifications are intended to enter into force. 
· Any modification extending implementation period of the contract must be such that final payments can be completed before the end of the execution period (contracting within the specific IPA allocation).
· Any amendment to the Grant Contract, including the annexes thereto, shall be set out in writing.
2.3.1 Minor changes

Minor project change is a change that cannot significantly jeopardize project implementation. Minor changes in the contract may be implemented without receiving a prior agreement of the CFCU, but should be notified at the latest in the next report (progress or final report). The Coordinator will ensure that at least the JTS is notified and consulted in advance. In case of minor Contract changes, the Grant Beneficiary may apply the amendment without the prior consent of the CFCU. The Grant Beneficiaries are invited to send a Notification Letter (in the format shown in Annex 1-Appendix 1), with a copy to the JTS and CB, no later than 10 days after making the modification. The CFCU will review the notification and may oppose the GB’s modification and prepare a written notification on approval/rejection of the modification to the GB. CFCU will inform accordingly the Control Body in Kosovo about acceptance or rejection of the requests for the Grant Beneficiaries from Kosovo.
Minor modifications that require only written notification to the CFCU, JTS and CB by GB and no formal Addendum may include:

· Minor changes in activities with no budgetary implications;
· Budget modifications that do not affect the basic purpose of the project; and the financial impact is limited to a transfer within the same main budget heading including cancellation or introduction of an item, or a transfer between budget headings involving a variation of 25% or less of the amount originally entered under each relevant heading for eligible costs (not applicable to the heading for Administrative costs and Contingency reserve); 
· Change of address or phone number;
· Change of bank account;
· Change of auditor;
· Change of the members of the project team;
· Increase or decrease in numbers of equipment or unit prices without changes of the budget amount allocated for that budget item.
	Example: Minor change
 From the date when the project is submitted to the date of the Contract Award, more than 10 months passed. The project team is not the same and some planned project activities are partially implemented by other project such as youth campaign. This requires Grant Beneficiary to make change in the project team and in timeline of activities. 


In case of minor budget change you may attach to the Notification letter (in addition to the summarized table which is part of the Notification letter) the modified Budget of the Action. The format that you may use is shown in the Annex 1-Appendix 3.
Further details on the procedure for implementation of project amendments are available in the Annex 1 (Amendments).
2.3.2 Major Changes
Major modifications in the contract require a formal Addendum to the contract to be signed before their implementation. In case of major modifications of the Contract, an Addendum should be prepared before making the change.
In case of major changes requiring Contract Addendum, the Coordinator is advised to consult the responsible Contract Manager in the CFCU and the responsible Project Officer in the JTS prior to the request. The Coordinator shall submit a request for an Addendum, using standard template given in the Annex 1-Appendix 2, with a copy to the JTS and CB, at least 30 days before the date on which the amendment should enter into force, unless there are special circumstances duly substantiated by the GB and accepted by the CFCU. The request for Addendum should include a detailed justification. 
The responsible Contract Manager examines the request for Addendum and rejects requests which have little or no substantiation. The Contract Manager will recommend to the Head of CFCU to approve requests for Addendum that are properly substantiated and do not question the grant award decision and are not contrary to the principle of equal treatment of Applicants. CFCU will inform accordingly the Control Body in Kosovo about acceptance or rejection of the requests for the Grant Beneficiaries from Kosovo.
Major modifications that require a formal Addendum are as follows: 
· Extension or early closing of the Grant Contract period
· Transfers amongst budget headings which involve a variation between budget headings of more than 25% of the amount originally entered under each relevant heading for eligible costs
· Addition or cancellation of a new budget item in the Budget (only if the change implies a variation of more than 25% of the amount originally entered under each relevant heading for eligible costs)
· Change of project partners (addition or replacement)
· Changes in your organisation’s name or legal status
Article 9 of the GC describes the rules and procedures to be followed for Amendments of the Contract.

Detailed procedure on Contract Addendum is provided in the Annex 1 (Amendments) of this document. 
3. FINANCIAL MANAGEMENT AND RECORD KEEPING
GB must prepare and record all technical and financial documentation for all project activities. They must retain original supporting documents for all expenditures incurred and must keep accurate and regular records and accounts on the project implementation. Documentation needs to be kept for 5 years after payment of the balance, as stipulated under article 16.7 of GC. It is also expected that GB respect all local regulation for accounting and financial management as well as regulations stated in the Grant Contract.
In order to properly manage project finance, it is advised:
· Advance payments from the project budget should be carefully considered. In the case of procurement procedure, the Coordinator would review risk on case-by-case basis.
· No transfer should be realized from the project bank account to any other one, apart from the parties involved in the project implementation such as the project staff, suppliers, service providers, contractors etc. 
· In principle, no cash payments should be done from the project bank account. All payments should be made via bank transfers apart from small payments all in accordance with GC of the contract procedures and local regulation.   
· Upon end of the Project, a bank statement and a letter taken from the bank expressing whether any interest has accrued to the project bank account should be submitted to the CFCU with the Final Reports. 
· All expenditures included in the “Budget for the Action” (Annex III to the Contract) covered by the “co-financing” and “final payment” must be incurred during the project duration. All payments must be made before the Final Report is submitted to the CFCU. They may be paid afterwards, provided they are listed in the final report together with the estimated date of payment. Please note that all payments must have legitimate proofs. 
3.1 Eligible costs
The grant is awarded to a project on a cost-reimbursement basis. Budget for the Action (Annex III to the Contract) gives a cost estimate of the project eligible costs. In reviewing Interim and Final Reports, the CFCU determines which costs are eligible for payments. Ineligible costs will result in a lower payment than the Grant Beneficiary may have expected in the budget, and in certain circumstances can lead to the recovery of the pre-financing payment. At the end of the Project, the grant amount is calculated based on the actual eligible costs, not on the project budget estimate.
It is Coordinator's responsibility to ensure that project funds are spent in a timely manner and in compliance with the EU regulations and with local procedures. Accounts and expenditure relating to the project implementation must be easily identifiable and verifiable all in accordance with Article 14 of the General Conditions.
The below table present the relation between the formal rules for cost eligibility, practical approach and main budget headings concerned.
	Formal rules
	Practical aspects in relation to eligibility 
	Main budget headings concerned

	They are incurred during the implementation of the Action
	· Only costs which incurred during the contract implementation are eligible

· Preparatory costs are not eligible
	· Concerns all the main budget headings
· Exception are the costs which are related to expenditure verification, evaluation and preparation of final reports


	They are indicated in the estimated overall budget for the Action 
	· Only the costs which are indicated in the budget table (as annexed to the contract – Annex III)
	· Concerns all the main budget headings 


	They are necessary for the implementation of the Action; 
	· Only the costs showing direct relation to the implementation
	· Concerns all the main budget headings

· Salaries – relation to activities reasonably justified through time-sheets of project staff members/experts

	They are identifiable and verifiable, in particular being recorded in the accounting records of the Beneficiary(ies) and determined according to the accounting standards and the usual cost accounting practices applicable to the Beneficiary(ies)  
	· Each cost is recorded in accounting records and backed by proper financial documentation

· The Beneficiaries are using accounting system which allows transparent and separate identification of project-related costs
	· Concerns all the main budget headings



	They comply with the requirements of applicable tax and social legislation
	
	· Salaries: costs of staff shall include social security charges and other remuneration costs

· Salaries: beneficiaries to provide proof of payment of these costs

· Equipment and external services – VAT exemption procedure to be implemented

	They are reasonable, justified and comply with the requirements of sound financial management, in particular regarding economy and efficiency
	· Costs presented in the budget (Annex III) are only forecast of real costs – the approved unit-rates are not automatically eligible (with the exception of simplified cost option).

· Beneficiaries need to observe principles of economy and efficiency throughout the implementation (measured by normal market standards)
	· Concerns all the main budget headings

· Salaries, per-diems: should not exceed those normally borne by the grant beneficiaries

· Procurement of supplies and services: unit rates to correspond to normal market standards
· Procurement of supplies and services: transparent procurement procedure to be implemented as indicated in the Annex IV of the grant contract




Indirect costs: A fixed percentage of the direct eligible costs of the Action, not exceeding the percentage laid down in the Article 3 of the Special Conditions may be charged as indirect costs. They may not include ineligible costs or costs already declared under another budget item. 
Contingency reserve: A reserve for contingencies and/or possible fluctuations in exchange rates not exceeding 5% of the direct eligible costs can be included in the budget of the Action, to allow for adjustments necessary in the light for unforeseen change of circumstances on the ground. The reserve can be used only with prior approval of the Contracting Authority, upon dully justified request by the Coordinator.

3.2 Payment procedures
Payments within the Grant Contract will go two ways. From Contracting Authority to Grant beneficiary/Coordinator and from Coordinator to other project partners/beneficiaries, to project staff, subcontractors, administrative costs, etc.
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Payment procedures are presented in Article 4 of the Special Conditions and shall be made in accordance with Article 15 of Annex II of the Grant Contract (General Conditions) option no. 2 as set out in Article 15.1. The Contracting Authority (CFCU) makes the payments in the following manner:
· The Contracting Authority shall pay the initial pre-financing (advance payment) of 100 % of the part of the estimated budget financed by the Contracting Authority for the first reporting period (excluding contingencies), within 30 days of receipt of the payment request (excluding contingencies). The part of the budget financed by the Contracting Authority is calculated by applying the percentage set out in Article 3.2 of the Special Conditions. 
· Further pre-financing payments of 100 % of the part of the estimated budget financed by the Contracting Authority for the following reporting period (excluding not authorised contingencies) - Subject to the provisions of Annex II of the Grant Contract (General Conditions). 
· Final payment: The balance is paid within 90 days of the CFCU approving the Final Report in accordance with Article 15. 4 of General conditions of grant Contract, accompanied by a request for payment of the balance conforming to the model in Annex V to the Contract.
For the purposes of the initial pre-financing payment, the signed contract will serve as a payment request. 
Payment shall not imply recognition of the regularity or of the authenticity, completeness and correctness of the declarations and information provided.
In order to monitor and to perform good financial management of the implemented project, the Grant Beneficiaries must be aware that for each payment there should be sufficient supporting documents. The table below summarizes the main supporting documents that the Grant Beneficiaries should retain and present in case of audit:
	Budget Heading
	Supporting documents

	Human Resources
	· CVs of all experts;
· Staff and payroll records;
· Contracts;
· Salary statements; 
· Monthly time-sheets (prepared in detail, signed by the staff/experts and the representative of the Grant Beneficiary) of all project staff/experts; *
· Decision of the management if the staff of the Coordinator and other grant beneficiaries is assigned to the Project;
· “Travel order” a document that proves that person can receive per diem.

	Travel
	· Public transport: Transport tickets (including boarding passes in case of air travel); 
· Car: For fuel and oil expenses, a summary list of the distance covered, the average fuel consumption of the vehicles used, fuel costs; 
· Log book that proves mileage on the car.

	Subcontracted supplies or services 

	· Proof of procurement procedures such as tendering documents, bids from tenderers and evaluation reports; 
· Proof of receipt of goods such as delivery slips from suppliers;
· Proof of delivery of services such as approved reports, proof of attendance to seminars, conferences and training courses (including relevant documentation and material obtained, list of attendees, certificates), etc.; 
· Proof of purchase such as invoices and receipts; 
· Certificate of origin in case of supply contracts, for procurement procedures above EUR 100.000; 

· Pictures and/or video records of the events; 

· Copies of visibility materials, publications;
· List of trainers/lecturers, Hand-outs; 
· Feedback questionnaires;  

· Proof of payment such as bank statements, debit notices, proof of settlement by the contractor. 

	Administrative cost
	· Original bills for heating, communal service, telephone, internet for the existing office.  


*The template for staff/experts time sheets that you may use is shown as Annex 4-Appendix 1 of this document. 

3.3 Value added tax
 According to IPA Implementing Regulation Article 34(2) the following expenditures shall not be eligible:
· Taxes, including value added taxes - VAT,

· Customs and import duties or any other charges. 

In accordance with the Law on ratification of Framework agreement between the Government of Montenegro and the Commission of the European Communities on the rules for co-operation concerning EC financial assistance to Montenegro in the framework of the implementation of the assistance under the Instrument for pre-accession assistance (IPA), Community financed contracts for services, supplies or works carried out by contractors registered in Montenegro shall be exempted from VAT for services rendered, goods supplied and/or works executed by them under EC contracts.
In accordance with the Law on ratification of Framework agreement between the Government of the Republic of Kosovo and the European Commission on the Arrangements for Implementation of Union Financial Assistance to the Republic of Kosovo under the Instrument for Pre-Accession Assistance (IPA II), Union contractors and contractors of Union contractors shall be exempted from VAT, taxes, customs and import duties and levies and/or charges having equivalent effect for services rendered, goods supplied and/or works executed by them under EC contracts. 
For Montenegrin Beneficiaries:

· VAT will be exempt in advance, only before the service, supply or works are delivered;
· VAT exemption will be done on the total amount (EU and co-financing);
· VAT exemption will be done at the level of each Invoice, not at the level of contract.
VAT exemption procedure:
Before supply, service or works are delivered, Subcontractor submits to the CFCU:

1. Request for VAT exemption;
2. Pro-forma invoice which must have following:

i. Date of issuing of Pro-forma Invoice;
ii. Pro-forma Invoice number; 

iii. Contract name and Contract number;
iv. Contactor’s name or name of the issuer of the Pro-forma Invoice;
v. Contractor’s address or address of the issuer of Pro-forma Invoice;
vi. Bank account number of the Contractor or Issuer of the Pro-forma Invoice.

3. If all documents are valid, the CFCU is issuing a Certificate for VAT exemption to the Contractor and submits copy of the Certificate to Tax administration within 5 days.
4. The CFCU keeps records about issued Certificates, i.e. about deliveries of products, services provided or grants realized on which the tax exemption is applied (type, quantity, amount of products and services).
5. Sub-Contractor and Coordinator are obliged to keep records about deliveries of products, services provided, or grants realized on which the tax exemption is applied 

The template of request for VAT exemption is available in Annex 3 -Appendix 1 of this document.

For Kosovo Beneficiaries:

The Assembly of the Republic of Kosovo has adopted the Law No. 05/L -037 on Value Added Tax on 22 July 2015 (which entered into force on 1 September 2015). The Article 4 of this Regulation defines the entities that are not regarded as taxable: https://gzk.rks-gov.net/ActDetail.aspx?ActID=2661.
The Ministry of Finance of Kosovo also has issued Administrative instruction MoF- no. 03/ 2015. The purpose of this Administrative Instruction is to establish rules and procedures for applying VAT according to legal provisions foreseen by Law no. 05/L-037 on “Value Added Tax”: Administrative instruction MoF- no. 03/ 2015 for implementing the law no. 05/l-037 on value added tax:

http://www.atk-ks.org/wp-content/uploads/2015/09/UA-03-2015.pdf. 

Tax Administration of Kosovo, has also published the public explanatory decision 04/2016, in order to clarify tax treatment of donations regarding VAT: Public Explanatory Decision 04/2016: http://www.atk-ks.org/wp-content/uploads/2016/08/Shpjegimi-Publik-Anglisht.pdf
3.4 Project documentation filing

Grant Beneficiaries must prepare and record all technical and financial documentation for all project activities. The Coordinator must retain original supporting documents for all expenditures incurred and must keep accurate and regular records and accounts on the project implementation.
To be considered eligible for EU financing, expenses must have actually been incurred during the implementation of the project and be identifiable and verifiable – this means they must be recorded in the accounts and backed by originals of supporting evidence.
Besides standard local book-keeping system, for final project reports all expenditures must be presented in the form of templates provided in the Annex VI of the Contract. In addition to Annex VI, a more detailed list of all expenditures indicating period, title, amount, relevant heading, has to be annexed to the report (General Conditions, Article 2.1.).

In case the Coordinator does not have a standardized filling system the following approach is possible/consistent.
	Folder 1
(Administrative)
	· General information about the project;
· Contracts with all project staff;
· Templates;
· Copies of actual documents sent to CA as a correspondence;
· All correspondence with project partners;
· Meeting minutes;
· Reports.

	Folder 2 (Procurement)
	· Tender dossiers for all the procedures;
· Communication with Tenderers (misc. clarification requests);
· Evaluation reports on Tender evaluation;
· Contracts.

	Folder 3
(Finances)
	· Copies of the Contract;
· All original invoices, payment slips;
· Financial report;
· VAT exemption/reimbursement documents. 

	Folder 4
(Visibility)
	· Every visibility event;
· Promotional material, prints, leaflets, press clippings;
· CDs with project promotional events.


4. CONTRACT AWARD PROCEDURES
The grant beneficiaries are required to comply with the grant contract Annex IV which indicates that if procurement by the Beneficiary(ies) is required, the contract must be awarded to the tender offering best value for money (i.e. the tender offering the best price-quality ratio) or, as appropriate, to the tender offering the lowest price. The Coordinator will in principle be responsible for all contract award procedures. 
The Annex IV indicates that correct use of PRAG procedures would mean the principles of Annex IV are complied with. Taking into account the fact that no standardised approach or practice exists with the grant beneficiaries, the use of PRAG is recommended. The CA provides in this document brief guidance on the use of PRAG provisions and procurement documentation templates based on PRAG standard examples. 
PROCUREMENT PLAN:

The grant beneficiaries are required to prepare after the beginning of the project implementation a procurement plan, which indicates all of their planned procurement procedures. The procurement plan will enable them monitoring, timely and efficient implementation of their procedures. Each GB has to submit to the CFCU/JTS the procurement plans for all tenders that they intend to carry out, indicating the dates for launching, opening and evaluation of the tenders, so that the CFCU/JTS can attend the evaluation of the tenders as observers. The deadline for submission of the procurement plan will be one month after the signature of the contract by both parties. The format of the procurement plan would be as follows. The final procurement plan for the lead beneficiaries from Kosovo will be shared also with the CB.
Scheme: Format of procurement plan
	Ord. Nr
	Budget

(€)
	Budget line (Annex III – Budget for the Action)
	Title of the contract
	Type of project (serv/supply)
	Tender launch (date of sending letters)
	Tender evaluation
	Signing of contract by Contractor
	Completion of the contract (serv)/ acceptance of goods (supply)

	
	
	
	
	
	
	
	
	


USE OF PRAG PROCEDURES:
In implementing the procurement procedures, the beneficiaries will follow the principles of nationality and rule of origin. The latter indicates that the goods and supplies purchased from the grant contract must origin from an eligible country, for all procurement procedures above EUR 100.000 (as per IPA II regulation).

· Thresholds:
The procedures for acquiring services or purchase of equipment need to follow the standard thresholds as presented in the following table. 

	
	Single tender procedure
	Competitive negotiated procedure
	Local open procedure
	International open procedure / Restricted (services)

	Service tenders
	Equal or less than 20.000 EUR.

Contracts equal or below 2.500 EUR may be awarded on the basis of invoice.
	More than 20.000 EUR and less than 300.000 EUR
	
	Equal or more than 300.000 EUR(restricted) 

	Supply tenders
	Equal or less than 20.000 EUR.
Contracts equal or below 2.500 EUR awarded on the basis of invoice.
	More than 20.000 eur and less than 100.000 eur
	Equal or more than 100.000 eur and less than 300.000 eur
	Equal or more than 300.000 EUR (open)

	Work tenders

	Equal or less than 20.000 EUR.
Contracts equal or below 2.500 EUR may be awarded on the basis of invoice.
	More than 20,000 and less than 300,000 EUR

	Equal or more than 300,000 EUR and less than 5,000,000 EUR
	Equal or more than 5,000,000 EUR


· Procedures:

The main specifics of the above procedures are as follows:
	Procedure
	Specifics

	Invoice only
	· Based on the consultation of one potential tenderer

· No tender documentation necessary 

	Single tender procedure
	· Based on the consultation of one or more potential tenderers 

· To achieve better value for money it is preferable to contact at least 3 potential tenderers 

· Simplified tender documentation for single tender

· Preparation of single tender negotiation report

	Competitive negotiated procedure
	· Based on direct invitation of minimum 3 competent tenderers

· 30 days from publication to deadline for submission 

· Simplified tender documentation for competitive negotiated procedure prepared

· Evaluation report for service or supply contracts prepared

	Local open procedure
	· Based on public invitation in local media

· 30 days from publication to deadline for submission 

· Full tender documentation prepared

· Evaluation report for service or supply contracts prepared

	International open procedure / restricted for service contracts
	· Based on public invitation in international media

· 60 days from publication to deadline for submission for supply contracts 

· 2 step procedure for service contracts, 30 days from publication until deadline for submission for first step (Expression of interest); second step 50 days from invitation (preparation of full tenders)
· Full tender documentation prepared

· Evaluation report for service or supply contracts prepared


Further recommendations on implementation of contract award procedures are available in Annex 2 of this document. For full reference the Grant Beneficiaries are advised to consult PRAG Manual. 

· Tender documentation: 
The grant beneficiaries carry overall responsibility for procurement procedure and thus have the right and responsibility to draft tender documentation in line with the requirements of the procedure. 

To simplify the work of grant beneficiaries, the CA provides examples of tender documentation for single tender and competitive negotiated procedures. The proper use of the provided template documents will be considered as compliant with the rules (basic procedural requirement of the Annex IV). The provided templates are as follows:

· Single tender procedure (provided as Annex 2 - Appendix-4-5 to this document). Instructions and single tender dossier provided. The TD is unified for two types of contract. It contains the following documents – A: format of instructions to the potential tenderers; B: format of offer/tender submission to be provided by the tenderer; C: Format of financial offer, Single tender evaluation report).

· Competitive negotiated procedure (provided as Annex 2 -Appendix 1 and 2 for Service contracts and Appendix 3 for Supply contracts). The simplified tender dossier is drafted in line with PRAG. Separate packages are provided for Service and Supply contracts. 

For open tender procedures the grant beneficiaries are recommended to use full PRAG templates. The appropriate use of these documents will be considered as compliant with the procurement principles.
	Ex-ante consultation process of contract award procedures: 

The Contracting Authority will establish support in checking of contract award procedures. Ex-ante consultations will be implemented for tender documentation for all competitive negotiated procedures. For the contract awards procedures to be checked by the CA:
· The Coordinator will send tender documentation (in electronic form) prior to publication/invitation to the JTS – final version of TD copied to the responsible Grant Manager in the CFCU;

· The JTS and CA will communicate their opinion on documentation – tender will not be published/invitations issued before the opinion is received;

· The Coordinator will communicate to the  CFCU for the applicants from Montenegro and the CB for the applicants from Kosovo the exact date of evaluation of the tender at least 10 days in advance and invite them to participate in the evaluation process as observer.


•
GBs may consult with the JTS staff about secondary procurement regardless of the value of the tender, prior to the publication or dispatch of invitations for tenders. 

•
GBs keep the sole responsibility for secondary procurement as indicated in the Article 10 of the General Conditions of grant contracts. Finally, they may follow or not the advice given by the JTS. In some complex cases, the JTS may consult with the CA. However, the answers provided by the JTS can only be taken as advisory and do not prejudice the opinion or measures the CA may take on, for instance, the eligibility of costs.
5. MONITORING

Monitoring is a procedure to verify that funds are used for their stated purpose in the Contract to ensure that the projects are implemented in compliance with EU rules and procedures and to assess the quality of implementation of the project in terms of relevance, effectiveness, efficiency, sustainability, impact & cross-border effect, coherence & complementarity and community added value.
It is a process conducted by the Contracting Authority, CB, OS and JTS. It is a process of collection and analysis and further use of information for the purpose of management and decision making. It is conducted by the Contracting Authority through so called ‘’on-the-spot checks’’, and through other monitoring interventions. The latter will include monitoring visits and regular contacts with the JTS. These monitoring visits will revolve around elements of result-oriented monitoring with the purpose to assess the quality of implementation of the project in terms of relevance, effectiveness, efficiency, sustainability, impact & cross-border effect, coherence & complementarity and community added value. 

All visits will be timely announced to the GB and time and date of the visit agreed with the beneficiary in advance.

In addition to the external monitoring the grant beneficiaries would establish internal monitoring system to self-asses their performance.
Internal monitoring process: 

· tracks the actual performance or situation against what was planned or expected according to pre-determined targets; 
· highlights the strengths and weaknesses in project implementation enabling managers to deal with the problems, find solutions and adapt to changing circumstances in order to improve the projects performance; 
· provides an “early warning system”, which allows for timely and appropriate intervention if a project is not in line with the initial plan. 
Tips for external/internal monitoring
· Before the project implementation starts all project partners should be informed that monitoring will take place during course of the project.

· It is highly recommended that Coordinator presents the monitoring methodology. 
· During the monitoring process the following is monitored:

· The Procedures: Compliance with procurement rules, eligibility of costs, compliance with publicity and visibility rules, documentation and archiving, bookkeeping and accountancy, reporting obligations, contract modifications, non-compliances and irregularities; 

· Progress of the implementation: Technical and financial progress, performance of indicators;
· Problems encountered: financial and procurement related issues, administrative problems, technical difficulties in implementation.
On-the-spot Checks:
On-the-spot checks will be conducted by the CFCU to the Montenegrin Grant beneficiaries and CB to the Kosovo grant beneficiaries at least once during the project implementation, varying on project implementation risk, as well as before the final payment. Joint on-the-spot checks between CFCU and CB may also be performed.  Aim of the on-the-spot checks is to review formal aspects of the project at key points, such as with submission of reports. Project documentation will be thoroughly checked in the process. These on the spot checks may be organized in cooperation with JTS. 
Regular on-the-spot checks
Minimum of 2 scheduled visits are planned to each Coordinator within the project duration (at least once during the project implementation and in addition always before final payment). This number is indicative and may change depending on the project’s risks and nature of these risks. The on-the-spot checks will be officially announced to the Coordinator at least three days before the visit shall take place. However, the CA will endeavour to set the schedule in agreement with the Coordinator, at least two weeks before the on-the-spot check is to take place. During the visits, verification of the physical existence of the equipment and the implementation of the activities, as well as compliance with the procurement procedures are done. 

Extraordinary visits  
Implemented with prior notification, the extraordinary visits are aimed at checking specific project implementation aspects with risks identified, collecting additional information for problem solving and checking whether information on the spot corresponds to the information received by the CFCU and CB. 

Monitoring and support:
The JTS will implement a separate monitoring exercise. 
The visits will be conducted jointly by the JTS and CBC body, as well as the CFCU and CB, if necessary. The monitoring visits will review the progress of project activities to date, progress towards stated project objectives and outputs/results, quality of project management, performance of secondary procurement and document management, compliance with visibility rules, any irregularities or problems and future sustainability. After the monitoring visits, JTS staff will draft monitoring visit reports, which will include description of the visit, indication of project progress and management, possible problems or deviations, conclusions and recommendations for follow-up actions by concerned beneficiaries. Monitoring visits will be performed to the project beneficiaries at least two times per year (if necessary, additional monitoring might be organized, depending on specific projects), in both partner countries.  The monitoring by the JTS will be at the same time be used as support and guidance to the Grant Beneficiaries in implementation of their projects. 
6.  REPORTING 

Grant Beneficiaries must draw up reports as their contractual obligations. These reports consist of narrative and financial sections and supporting documents. 

The narrative and financial reports are the documentary proofs of the Grant Beneficiaries to the Contracting Authority about the progress of their projects and fulfilment of contractual obligations. Based on these, the CFCU examines the requests for payments and determines the payments based on the assessed eligible costs of the project. For the Lead Grant Beneficiaries from Kosovo, the determination of the payments will be made by CFCU after the control /confirmation received by CB. 
Narrative report provide information on implementation of the project activities, project management, involvement of project partners, relations with key stakeholders, visibility, progress on performance indicators, general assessment of the project as well as minor or major contract changes, if applicable. 
Financial report provides information regarding the actual expenditures realized during implementation of the project as compared to the foreseen amounts. The financial report is prepared in MS Excel and should include the original budget and modifications (if any), as well as expenditures incurred for the project duration. 
The templates for the narrative reports are provided in Annex VI to the Grant Contract.
Each of the submitted reports consists of both financial and narrative part. The reports shall be submitted to the Contracting Authority, while the reports of the Kosovo Lead Grant beneficiaries should be also submitted to the CB at the following intervals: 
a) Progress Report for every 4 months of project duration counting from the Contract start date, not later than 30 days after expiration of the reporting period. The progress reports will include all the supporting documentation. The financial progress report will contain copies of all invoices for the reporting period. The formats for the progress reports will follow standard templates provided in Annex VI to the contract (template interim financial and narrative reports).
The progress report will be the basis for validation of costs by the CFCU and CB .
b) Interim report, following the rules prescribed in Article 15.1 of the GC, after 12 months of the project implementation, not later than 60 days after the end of the implementation period. The interim report shall consist of the narrative and financial part following the standard templates provided in Annex VI to the contract (template interim financial and narrative reports). This report shall be accompanied with the request for further pre-financing payment.
c) Final report, to be submitted to the CFCU no later than three months after the end of the implementation period, while the reports of the Kosovo Lead Grant beneficiaries should be also submitted to the CB. 
Beside the narrative and financial part of the report the Coordinator is obliged to submit alongside Expenditure verification (Audit) Report. The expenditure verification report shall be produced by an auditor approved by the Contracting Authority. The auditor shall meet the requirements set out in the Terms of Reference for expenditure verification in Annex VII. 

7. VISIBILITY ACTIVITIES

In implementing their projects activities such as seminars, conferences, trainings, opening/final events etc. or visibility actions (leaflets, posters, brochures, banners, etc.), the Grant Beneficiaries are obliged to follow the EU’s Communication & Visibility Manual. 

The Visibility Manual and a range of templates and examples for promotional activities (e.g. newsletters, brochures, leaflets, posters etc.) can be downloaded (in English) from; 

https://ec.europa.eu/europeaid/communication-and-visibility-manual-eu-external-actions_en 
This part of the implementation guide provides practical assistance to the Grant Beneficiaries to understand and follow the Visibility Guidelines, as well as provides ideas and advices on how the promotional activities can be as effective as possible. 

JTS may be consulted before printing or producing any promotional materials. 
In addition, the GB should consult the JTS, the CFCU and CB in order to ensure proper visibility of the programme. 
Grant Beneficiaries should take visibility activities very seriously and therefore it is recommended to create a “Communication & Visibility Plan” within their overall project activity plan. The contents of such a Plan are likely to include:
	COMMUNICATION AND VISIBILITY PLAN

	Objectives

	1. Overall communication objectives 
2. Target groups (determine your audience – For whom your information is intended?) 
- Within the country where the action is implemented, within EU(if applicable)
3. Specific objectives for each target group, related to the Action's objectives and the phases of the project cycle 
Examples of communication objectives; 
- Ensure that the beneficiary population is aware of the roles of the Grant Beneficiary, its partner(s) and of the EU in the activity, 
- Raise awareness of how the Grant Beneficiary and its partner(s), work together with the EU funds to support education, health, environment, fighting poverty, increase in employment etc. 

	Communication Activities

	1. Main activities that will take place during the period covered by the communication and visibility plan. 
Include details of:
· the nature of the activities; 
· the responsibilities for delivering the activities. 
2. Communication tools chosen (press releases, press conferences, leaflets, brochures, booklets, newsletter, posters, web pages, Social Media (Facebook, Twitter…), Public Events, Research publication, Display panels, Plagues, Banners, Reports, Photographs, Audio Visual products, Information Campaigns…)   
(Include details of advantages of particular tools (local media, advertising, events, etc.) in the local context.)

	Success indicators

	Include some indicators that can be measured to see whether the communication and promotional activities are having any impact or not. 

	Resources

	Ensure that the appropriate project resources are available (human resources and financial) to support the communication activities. 


The template for Communication and Visibility plan that you may use is provided in Annex 5 -Appendix 1 of this document.
	


ANNEXES

Annex 1: Procedure for amendment of grant contract 

Annex 1 - Appendix 1-: Template for Notification Letter 
Annex 1 - Appendix 2: Template for Addendum request
Annex 1 - Appendix 3: Template for budget modification-reallocation (minor changes)
Annex 2: Procedure for procurement by grant beneficiaries

Annex 2 - Appendix 1: Template of tender documentation for competitive negotiated service contracts – global price 
Annex 2 - Appendix 2: Template of tender documentation for competitive negotiated service contracts – fee-based 
Annex 2 - Appendix 3: Template of tender documentation for competitive negotiated supply contracts

Annex 2 - Appendix 4: Template of tender documentation for single tenders 

Annex 2 - Appendix 5: Template of single tender negotiations report 

Annex 3 - Appendix 1: Format of VAT Exemption request for Montenegrin beneficiaries
Annex 4 - Appendix 1: Time-Sheet template
Annex 5 - Appendix 1: Communication & Visibility Plan template

	


Coordinator





Contracting Authority





Staff, subcontractors, etc





Example: recommendations for receiving on-the-spot checks:


Have your records and documentation organized so the files are at your disposal;


Brief all the project partner on the major project activities;


Be prepared to briefly explain the status of the project activity implementation. Do not forget to mention if you experience any problems;


Know roughly how much money you spent up until on-the-spot check, is it as it was initially planned or less? State any financial issues;


Present the status of your procurement procedures comparing to Procurement Plan prepared when the Contract was signed.





Example: reporting tips:


During project implementation Grant Beneficiaries must submit progress report after each 4 months, interim reports after each 12 months and final report at the end of the project implementation;


The Grant Beneficiaries should take sufficient time for preparation of the reports (often between 5 and 10 days); timely start is important;


If there are problems/issues report on it and seek solution, do not hide problems in activity implementation;


Elaborate clearly: a) What has been achieved in activities implementation, b) Are there any delays? ) What needs to be achieved in the upcoming period;


Elaborate clearly on results achieved and indicators. It is very important to demonstrate in the interim and final report the status about the indicators;


Specific attention to be dedicated to financial reports – checks and supporting documentation to be provided accordingly.








*This designation is without prejudice to position on status, and is in line with UNSCR 1244 and the ICJ Opinion on the Kosovo Declaration of Independence.                                                          
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