	GRANT IMPLEMENTATION CLARIFICATION MEETING CROSS BORDER COOPERATION (CBC) SERBIA-BOSNIA AND HERZEGOVINA 


	MINUTES

 of the CBC Grant Clarification meeting held on February 3rd,  2011 at the premises of the Delegation of the European Union to Bosnia and Herzegovina 




INTRODUCTION

The meeting was opened by Ms. Natalia Dianiskova, Head of Operations Section for Social Development, Civil Society and Cross Border Cooperation (CBC) in the Delegation of the European Union (EU) to Bosnia and Herzegovina (BiH). Ms Dianiskova highlighted the importance of the contribution of CBC programme Serbia-BiH to good neighbouring cooperation between the two countries and good social-economic cooperation in the region. Multiple CBC networks were created during the process and there is a hope that with the help of the contractors, these networks will contribute to stabilisation of the system. It was stressed that the role of grant beneficiaries is to contribute to a successful implementation of projects in order to enhance the process of better living in the region. Ms. Dianiskova also wished to all grant beneficiaries a successful implementation of projects. 
Ms. Sanda Simic from the Republic of Serbia Office of the European Integration (EU Integration) greeted the attendees and informed about a recent transformation of the Operating Structure from the Republic of Serbia Ministry of Finance to the Office of European Integration. The Office of EU Integration is in charge for management of CBC programmes and Serbia-BiH is one of the eight CBC programmes that Serbia is eligible for. Ms Simic also reminded that the Operating Structures and Joint Technical Secretariat (JTS) remain available to all grant beneficiaries for any further inquiries pertaining to the projects.

VISIBILITY

Ms. Zora Stanic, Press and Information Officer of the Delegation of the European Union (EUD) to Bosnia and Herzegovina congratulated the contractors for the awarded contracts and emphasised the importance of visibility of projects financed by the EU.

· Apart from a successful implementation of projects, one of contractor's tasks is to give the utmost publicity to the actions implemented through projects as well as to the fact that the European Union has provided funding of projects. 

· The EU Visibility Guidelines (Communication Manual) were presented as well as a brief description of every relevant communication and visibility tool to be used. It is recommended that projects should devise communication strategies and action plans for visibility activities that are planned to be implemented during the project life-time in order to communicate the project to the public and to help to follow each step of the project. The basic communication tools are included in the EU Communication Manual / Visibility Guidelines.
· The use of the standard EU logo and disclaimer is obligatory in all project related material that is produced by the contractor. All such material needs to be approved and endorsed by the relevant task manager and press officer prior to printing/producing and dissemination. 

· Contractors are obliged to issue a press release at the beginning of project and to inform the public about every important activity which is going to be undertaken during the project.  When writing a press releases, it is important to ensure that the language is clear and that the public addressed can understand the message that is passed on. 
· Other tools are also listed in the Communication Manual (ex. press conferences). Contractors are advised to always extend the invitations to the EU Delegations staff to participate in press conferences as it can help the visibility of the actions and help to pass on the message. 
· For events that require the presence of a EU representative, a request must be sent to the relevant Task manager and Press Officer 14 days in advance.

· As the contractors will prepare various types of publications, such as leaflets, newsletters, the visual identity elements have to be used. Every piece of material that is planned to be produced and sent outside will have to contain the visual identity of the European Union, meaning European logo with the statement: 
"This project is funded by the European Union"(in case of CBC contracts it will be "co-funded by the European Union") /  Projek(a)t finansira Evropska unija (u slucaju CBC ugovora: su-finansira).  
· Templates need to be followed for the promotional items that contractors may need to produce such as t-shirts, pens, pencils, liniards, and others in order to promote the activities of projects.

· In order to open a web page or promote projects through new media, such as social networks, (Facebook, Twitter or others), the contractor must first contact the Press and Information Office and relevant Task Managers.
· The EU Visibility Guidelines/Communication Manual can be obtained at the following link : http://ec.europa.eu/europeaid/work/visibility/index_en.htm
CONTRACT

Ms. Lejla Sultanovic, Contracts and Procurement Officer and Ms. Alma Ivanisevic, Senior Financial Officer in the, Finance, Contract and Audit Section of the EUD BiH, informed the contractors about the key provisions of the contracts. 

Start date

Contract starts on the date of signature by the contractor. Contract implementation starts one day after the contract signature, unless otherwise defined in the contract.

Budget modifications

Contract modifications during the contract implementation are described in Article 9.2 of the General Conditions, attached as Annex II to the contract. 

In case of foreseen changes to the contract in the form of an addendum, a request for addendum is to be communicated to Task Managers in the Contracting Authority at least one month before those amendments should come into force. The addendum to the contract will become effective as of the date of contractor’s signature.
Other possible modification of the contract is the variation up to 15% of the total budget amount, also referred to in Article 9.2 of the General Conditions. The contractor can make reallocation within a budget heading up to 15% of the original total value of that budget heading. Likewise, the contractor can make reallocation between main budget headings, having in mind that the modification to a smaller value of the other heading cannot exceed 15% of the original value. The contractor is not obliged to request a prior approval from Task Manager for these modifications, but it is advised to notify such a change as soon as it occurs. 
Modification of contract duration

Contractor is entitled to request a contract extension or suspension of contract duration, only if duly justified. The European Union retains the right to reject such a request if deems that the request is not justified. The request must be submitted at least one month before the requested change should come into effect. 

Procurement

It is recommend that special attention be paid to the Annex IV to the contract which defines public procurement rules. The contractors must adhere to this procedure, respecting the tresh-holds and other regulations specified therein, while they can also develop their own templates in line with the established practice or best practice in their respective organisation. The amounts specified as limits for procedures cannot be changed.

Audit

Audit may apply to CBC contracts. Where audit report is applicable, it is important to adhere to the model enclosed in Annex VII to the contract. Auditor is already selected and specified in the contract. In case of change of auditor, the contractor is required to inform Task Managers. It is expected that all changes pertaining to the contract, including the auditor should be communicated.

Payment and reporting

Contractors were advised to carefully read their contracts including all the annexes.  In cases of any further questions, contractors were advised to contact the Task Manager. 

The contractors were reminded that there are only two contracting parties in the contract – the grantee and EU Delegation. No partners or sub-contractors are to contact EUD. The contractor is advised to apply to its partners and sub-contractors the same reporting requirements as defined in General Conditions. 

In accordance with Article 4.3 of the Special Conditions of the Contract, the processing of advance payment starts automatically, as soon as the signed contract is received.  

In final payment as specified in the Special Conditions, the percentage defined in the contract as the EU contribution is applied only to the eligible justified expenses at the end of the project. 

The contractor should be aware to produce a final report within three months after the contract ends, unless beneficiaries' headquarter is outside the country, in which case the deadline is six months. All communication in regard to needed clarifications has to be in writing, in English.
Reporting schedule is defined in Article 2.1 of the General Conditions. Financial Report must accompany narrative report. 

Special Conditions specify eligible and non-eligible costs. Eligible costs also listed in the General Conditions and described in summary of contractual obligations. Administrative costs are indirect costs that are always related to the project but incurred indirectly and are eligible provided that are not included in any other budget line.

Contingency cannot be used without a prior approval.

Administrative costs and contingency are exempted from the 15% variation. 

Financial Provisions are detailed on page 9 of the General Conditions. All costs must be incurred during the project duration. In addition, in cases when contractor has costs related to the final report or audit or evaluation these need to be agreed prior to contract expiry, however can be paid afterwards. 

With regard to the contribution in kind, only the salaries of the staff can be accepted as such contribution in the project.

Should there be interest accrued from the advance payment, it can be used for the project, but must always be reported in the financial report. In accordance with Article 17.3 of the General Conditions, EU funds cannot incur any profit. 

Documentation management

All documents are to be kept for the period of seven years. Invoices and any other document that are the basis for any payment in the project must be signed or initialled by two responsible persons in the project. The signatures can be included in the cover sheet or provided on the invoice.

Note: For contractors with the EU Delegation in the Republic of Serbia, there is no requirement for signature or initials of project staff on pro forma invoice submitted for VAT exemption. 

DETAILS PERTAINING TO LOCAL LEGISLATIONS AND RELATED PROCEDURES, SUCH AS CONTRACTS FOR STAFF TO WORK ON PROJECT, VAT EXEMPTIONS, ETC. ARE DIFFERENT IN BOSNIA AND HERZEGOVINA AND THE REPUBLIC OF SERBIA.

	Summary of key contract related rules: 

Contract

· Contract duration is specified in the Special Conditions of the contract (Article 2.3)  

· Budget expenditures are valid as of the implementation date.

· In compliance to Article 5 of the General Conditions, the contractor together with their project partner(s) undertakes to preserve the confidentiality of any document, information or other material communicated to them in confidence until at least seven years after the final payment.

· In case that the contractor wants to change the audit company, it is to submit a written request including the proposal of new auditor and its identification number. 

· The contractor must inform the EU Delegation in case of any change of contact details.
Contract amendments

· Requests for extension of contract must be submitted in writing at least one month before the contract expiry date as well as any other requests for contract amendments which must also be submitted to the Delegation one month before the expected date of their enforcement. 
· Requests for Side Letter/Administrative order are to be submitted to the Delegation 15 days in advance. 

· Contract budget cannot be increased. 

· Request for up to 15% variation is applicable when the financial impact is limited to a transfer between items within the same main budget heading including cancellation or introduction of an item, or a transfer between main budget headings involving a variation of 15% or less of the amount originally entered (or as modified by addendum) in relation to each concerned main heading for eligible costs, the Contractor may amend the budget and inform in writing without delay the Contracting Authority accordingly. It can be communicated to the Task Manager responsible who is to notify the grantee accordingly. 

· In accordance with Article 9 of Annex II, the contractor is advised not to change salary's unit price and therefore to keep it on the level originally approved by the budget.  

Reporting
· Report templates are enclosed to minutes. 

Budget
· Beneficiaries were advised to have a single project bank account. The bank account should be in EURO. In the case when grantees wish to change their bank details, they have to send their requests to the Commission at least 30 days in advance.
· According to Article 14 of the General Conditions, the use of contingency reserve requires prior approval of the EU.

· Interest has to be shown on the bank statements and sent to the EU Delegation with request for final payment. The interest amount will be deducted from the final payment.   

· Beneficiaries are recommended to use a "Log Book" to record kilometres for travel expenses and fuel expenses in order to ensure transparency.

Payments 
· Format of Payment request attached to minutes. 

· Advance payment procedure starts automatically, as soon when Financial Officer receives signed contract. 

· The EU Delegation is obliged to process payment requests within the 45 days after receipt of payment request. If the Commission does not receive all necessary documentation, the payment will be suspended. Suspension is valid from the date when the grantee is informed about the reasons of the suspension. The suspension is terminated as soon as the EU Delgetaion is provided with the required additional documentation. 

VAT Exemption

The VAT exemption procedure was presented by Ms. Dragoslava Kulidzan-Muharemovic from the Contracts, Finance and Audit Section of the EUD BiH.

· Each cost must be presented without VAT included, except those below 200 KM with VAT included as per the derogation. 
· Requests – Certificates (in triplicate) with attached invoices in original  for VAT exemption should be sent to the Delegation (contact persons Mrs. Dragoslava Kulidzan-Muharemovic, and Mr Admir Bajaraktarevic, Finance, Contracts and Audit Section or EUD functional VAT mailbox: delegation-bih-vat@eeas.europa.eu). The requests will be processed accordingly. 
Purchase of equipment
· The grantee is responsible for sub-contracting to be executed in line with relevant contractual provisions stipulated in Annex IV to the contract. 

· Purchase of equipment falls under tendering procedure for supplies that is stipulated in Annex IV specifying ceilings with accordingly defined requirements to meet and comply with.  Equipment to be purchased must have a valid certificate of origin (Article 2.1 of Annex IV to the grant contract)

· Equipment purchased within the contract must be handed over to a partner organisation or to the final beneficiary using the template of Handover Certificate (Disposal of Assets) (clear provisions are specified in Article 7.3 of the General Conditions).  Format of Handover Certificates enclosed to minutes. 



	 Questions and answers


The second part of the meeting, which was reserved for clarification of the implementing rules for the EU financed grant projects, was opened by Ms. Nadja Ohranovic, Task Manager for the Cross Border Cooperation Section sector in the EU Delegation to BiH.

Financial and contract issues:

1. Can we put the EU contribution at the same bank account with our own contribution?

Answer: Yes. In line with transparency and best practice, it is recommended that a single project account is established for project funds from all sources.

Q: What if there are funds from other donors that cannot be transferred to another account due to donor's restrictions?

Answer: The contractor needs to respect the conditions of the donor. In that case, there will be separate bank accounts. The contractors who have contracts with the EU Delegation in the Republic of Serbia,  after the advance payment by EU Delegation, the contractor is not obliged to transfer all available EURO funds to local currency account, but as per individual invoices for project costs for two reasons: transparent transfer of funds are easier to report and there is no risk of currency exchange losses that may occur if all EURO funds are transferred to local currency at once. 

Q: Which account is subject to control?

Answer: The account stated in foreign currency is one to be controlled in the Republic of Serbia. As for BiH, both local and foreign currency accounts related to the project and referred to in the financial report are to be controlled. 

2. As regards contractor’s financial contribution – can the money that the Organization has on different bank accounts (donations from other organizations) be used as contractor’s financial contribution?

Answer:  Yes, as referred to in the answer to the Question 1. Furthermore, no other funds from EU can be used as co-funding contribution of the contractor.

3. As regards justification/confirmation of spending the organization’s financial contribution, is it enough to submit payment lists with all taxes and contributions for determined period of implementation of the project, and do these documents have to be translated in English?

Answer:  Regarding the organisation's contribution, it is treated in the same manner as the EU contribution. The grantee cannot submit to the Contracting Authority only the lists of salaries. The report covers total budget and it has to include the lists of salaries that were actually paid within the project and are considered as contractor’s contribution if paid from contractor’s funds in the amount as defined by the contract. In case that the payment exceeds the contractor’s maximum contribution, it cannot be covered by project budget as the  reported costs only to the amount of 100% of the total  project budget are accepted.

4. Can the funds from one budget item be transferred to another if both items refer to the same activity?

Answer: Please refer to Article 9.2 of the General Conditions, specifically budget adjustment up to 15%.  In cases when the contractor introduces new budget lines, it is recommended to consult and inform the task manager before the budget adjustment is made to verify that new budget lines are in line with the project activities and avoid possible rejection of those budget lines at a later stage. Any budget adjustment above 15% entails addendum to the contract. 

5. The first payment of pre-financing will be made within 45 days, as from the date of reception by the CA of the signed contract accompanied by the financial guarantee if required in accordance with article 15.7 of the General Conditions – says CBIB implementation guide. What does this mean? We were not obliged to send any contract or a financial guarantee.
Answer: No, there is no need for a bank guarantee for advance payments up to 80% of EU contribution.
6. We have already prepared the tender documentation for launching one tender and sent it to the JTS for comments. Are we now obliged to open a RSD sub-account in order to carry out the necessary payments, or it is enough to have a proof of the conversion of the money?

Answer: Please refer to Article 16 of the General Conditions for the details on how to keep adequate documentation to justify/prove the costs incurred.

Furthermore, according to the national legislation in the Republic of Serbia all payments have to be made in the local currency. The same applies in BiH. Local currency account or sub-account should be open. 

7. If we do not spend all the funds at all budget items, what is to be done with the leftovers?

Answer: If during the project implementation, the contractor establishes that there will be leftovers on one budget line and at the same time additional funds are required on another budget line, transfer between budget headings or budget lines through the variation of up to 15% or addendum is advised. The contractors are advised to spend all funds available during the implementation of the project. 

EU Delegation to the Republic of Serbia:  It is quite normal to spend less than the budget, as the budget is, by definition, an estimate issued one to two years before the actual implementation started. If the final balance of the project will be negative (i.e. the beneficiary spent less than the pre-financed amount) the corresponding credits will be recovered upon the issuance of a "Recovery Order" from the Contracting Authority. The order will contain all instructions to transfer the funds back to the accounts of the European Commission. If the final balance is still positive (i.e. the beneficiary spent less than the approved budget but more than the received prefinancing) the final balance payment issued by the Contracting Authority will be decreased accordingly.

8. How do we cope with the currency differences between EUR and RSD? 

Answer: Please refer to the answer provided for the question 1. The grant beneficiary retains full responsibility for the risk of exchange rate. It should be noted that the applicable exchange rate will be the average of official InforEuro rate for the entire period covered by every financial report (so approximately 12 months each).

9. Do we translate the fiscal bills into English? Do we have to have technical and financial offers in English (BiH)?

Answer:  Invoices are in the language as issued. They can be translated in the financial report and should correspond to originals. At any case invoices must be understandable to auditors (in case of auditing).. Concerning the technical and financial offers, it is required that all procurement documentation is kept in English in the project files. However, it is at the discretion of the contractor if tenders will be launched in English or in local language and then translated into English.

10. The contractor has office rent costs. Under budget item 4.4 he has:

	4.4 Other services (tel/fax, electricity/heating, maintenance)
	Per month
	12
	150.00
	1800.00


How to pay the heating, having in mind that the premises are heated by wood and coal burning boilers (for heating they use wood and coal)? The total sum was planned based on the overall expenses and an average unit rate was proposed. However the costs over the winter months exceed maximum of the proposed unit rate due to the heating costs. Is that allowed or we have to make changes and for example introduce new sub-line?

Answer:  In accordance with Article 9.2 of the General Conditions, introduction of a separate budget sub-line for this expenditure is acceptable.

EU Delegation to the Republic of Serbia:  Unit rates are to be considered as average, it is therefore important that the overall amount spent at the end of the period does not overcome the total amount indicated for that budget line.
11. Our grant lasts for 6 months (December 1, 2010–May 31, 2011). Due to the delay of signing of our grant contract with the EUD, the implementation started on December 1, 2010 and this represents a problem for us because the main activity - International Lim Biathlon Priboj-Rudo-Setihovo - is traditionally organized during the third weekend in August every year. The EUD in Belgrade suggested a no-cost extension to 9 months. 
The first issue is: if this grant is extended to 9 months, what happens to the salaries of the project staff from Heading 1? This implies that the project staff will work for 3 extra months on the project without being paid, is this true?

Secondly, we were confused by the EUD Belgrade’s response: we will prepare an addendum to the contract in order to extend the duration of the project by the necessary months and then in the same e-mail it says: you will need to send the Contracting Authorities a request for addendum- non-cost extension, where you will explain the reasons for the need to extend the duration of the contract. We sent an e-mail to the EUD asking for clarification on who exactly will prepare the addendum and send it, but had no answer so far. Please help us to obtain the correct explanation of the issue.  

Answer:  No-cost extension of contract will be considered at a later stage. With reference to the specific question on salaries in the period when the project was not implemented, the answer is that the funds not used for salaries during the period when contract was not implemented will be used during the extended period of contract. The procedure for no-cost extension is initiated on request by the contractor. 

According to the General Conditions, EU contribution cannot and will not be increased at any case.

EU Delegation to the Republic of Serbia:  The beneficiary has two options: the contract may be extended (at no cost) or suspended. In the first case, it is up to the beneficiary to decide how and when to pay its staff. In the second case, no cost incurred by the beneficiary during the suspension period will be considered as eligible. As concerns the second part of the question: the beneficiary must submit a well-reasoned request for contract extension. Upon receipt of this request, the Contracting Authority will prepare and approve the related Contract Addendum. The Contracting Authority may not start the procedure before receiving a request.
Q: Can extension of contract duration be requested immediately at contract start if the implementation depends on external conditions, such as weather (training of skippers for regata can be organised only in April or May)?

Answer: The procedure of no cost extension is an administrative procedure and can be launched at any time. However, it is recommended in this specific case to request no cost extension at a later stage, when any other possible amendments can be included in the request for contract amendment, in order to reduce the number of addenda . All project costs are eligible for the period of project duration. 

12. Will only one partner from Serbia ("the Contractor") sign the contract with EC Delegation in Serbia (Lead Partner in our project?) and one partner from BiH sign the contract with EC Delegation in BiH?

Answer: The project was on the reserve list and was offered a contract. Project partner, applicant from the Republic of Serbia, will sign a contract with the EU Delegation to the Republic od Serbia after the budgetary clearing procedure. The partner from BiH will sign the contract with the EU Delegation to BiH. Project partners will be required to coordinate contract signature and have the same signature date in their respective contracts. 

13. Will the Contractor be responsible for financial issues in front of all partners from the country?

EU Delegation to the Republic of Serbia:  The Lead Beneficiary and all its partners acting in one country are jointly and severally liable for the entire amount of the grant. No joint liability can be envisaged between Applicant 1 and Applicant 2.
14. Can we have petty cash in our projects? If no, why? If yes, how can we get it and use it? Do we have to have all the bills as a proof of what we paid with it?

Answer: As long as contractor follows and obeys local legislation in regard to cash and petty cash, the EUD Sarajevo will accept it as relevant and valid. Proofs are invoices, travel orders, etc.  used for payments. For further details, please refer to to Article 16.3, General Conditions.

EU Delegation to the Republic of Serbia:  Direct costs cannot be incurred through direct purchases, therefore petty cash can only be spent out of the indirect costs (administrative costs) component. For the costs incurred through Administrative Costs, there is no need to report any justification.

15. What is the exact purpose of administrative costs? What expenses can be covered by it?

Answer:  Please refer to Article 14.4 of General Conditions. Administrative costs can be used as overhead costs. However, the costs reported under the budget heading 7 cannot be included in any other budget line of the contract.  

16. In which situations do we activate our contingency costs and what is the difference between them and administrative costs?

Answer:  Please refer to General Conditions, Article 14.3. However, contingency costs can be used only with a written prior approval  by contracting authority. The use of contingency may be approved only when justified and only for extraordinary circumstances that could not have been foreseen at the time of project preparation. 

EU Delegation to the Republic of Serbia:  It is important to note that Administrative Costs cannot include costs assigned to another heading of the budget.
17. What happens at the end of the project if we assume that it has been spent less money than planned?

Answer: The EUD will apply the  percentage of its contribution only to the costs that contractor indicated and presented in their reports. In cases where project spent less money than received in advance payment, the recovery will apply. 

18. What do we do with interest rates?

Answer:  Interest has to be mentioned in the reports and shown on the Bank statements and sent to the Delegation with request forpayment. Amount reported will be subject to  Articles 15.9, 15.11 and 17.3 of the General Conditions.
EU Delegation to the Republic of Serbia:  Please refer to art. 15.9 of the General Conditions. If the total amount prefinanced by the Contracting Authority is below €250,000, the interests earned by the beneficiary can be presented as part of the beneficiary's financial contribution to the budget. Otherwise the amount will be deducted from the final payment.
19. If we put the EU contribution with Organization’s financial contribution, how do we calculate interest rates and what do we do with them?

Answer:  Please refer to Article 15.9 of General Conditions.

20. If the contractor from one country does not fulfill his obligations and the EUD cancels his contract, what happens to the other contractor?

Answer:  In cases when contractual obligations are not respected, the project is cancelled. These cases are rare, such as failure to meet contract obligations or due to external circumstances that block project implementation. If contract in one country is cancelled, it is likely that the contract in the other country will have to be cancelled as well, but all details of the specific situation will have to be taken into consideration.

21. Innovation and Technology Foundation who is applicant from Bosnian side in the moment of applying was the only legal entity and people that were preparing all projects and activities were employed in ITF. Due to the strategy planned for the next five years which is BIT Technology Park (BIT Center), by the end of 2009 it was decided to found Business Technology Center because the fact that developing a sustainable Innovation Center and Technology Park is a complex ongoing dynamic process. In the moment of writing the proposal new company could not be proposed as Project partner because it was not founded with all bodies that law demands.

The challenge that we are now facing is that Project manager and deputy project manager are officially employed in company that was founded, and it is not listed as project partner. Due to the national legislation there are limited possibilities for re-employing our personnel. However there is signed Agreement between two organizations regarding this issue, because people working in BIT are once that are experienced in building the whole system that we have now. We would enquire whether the positions of project manager and deputy project manager could be subcontracted, even if from the budget heading 1 (following the standard PRAG procedure - competitive negotiated). We realize that is not common practice, but could it be considered taking into account the situation regarding our re-organization

Answer:  This issue was bilaterally addressed with the contractor.

Staff
22. The Contractor is NATAN from Belgrade. The contractor has a project associate, also from Belgrade – Concert agency NATAN.
In the budget, there are Concert Performers under heading 1, item 1.3.3, who have some kind of contract with the Associate – Concert Agency  NATAN.

	   1.3.3 Concert performers
	Per diem
	276
	100.00
	27600.00


Having in mind that the Associate carries out a number of activities (amongst which payments of the per diems to the musicians) and that they have contracts with the 1.3.3 Concert Performers, is the Agency allowed paying the per diems to the Performers? If this is the case, how will these payments be carried out? Can the Contractor transfer the whole amount of the per diems to the Associate’s account and then the Associate pays the per diems to the Performers? Or, when the expenses occur, the exact number of per diems is transferred from the contractor’s account to the associate’s account who will then pay the per diems to the Performers

Answer: Cleared through direct bilateral communication.
23. Chorus members have to be paid the per diems. Is it enough to have only a receipt as a proof of the paid per diems, because most of the chorus members are minor and do not have their own bank accounts?

Answer: Yes.
24. Under Heading 1 we have a Financial coordinator, who will work on the project 50% of working time. 

	   1.1.5. Financial coordinator 50% 
	Per month
	6
	       700.00 
	         4,200.00 


The Financial coordinator already works for our Organization other 50% of working time and has a contract with our Organization. How will we arrange administratively his position in the project: will we put an annex to his already existing contract explaining that he will work additional 50% of working time for the purposes of this project, or it will be enough if the Director of our Organization wrote a decision appointing him a Financial coordinator with 50% working time?

Answer: It is expected to report the actual situation as the staff worked on project and was paid. 
EU Delegation to the Republic of Serbia:  Both approaches are equally valid. As mentioned above, it is important that the grantee can clearly prove the justification for payments effected.
Q The salary of the Project Manager or Project Assistant has been increased in the meantime. The contract defines that the input percentage stated in the project application must be ensured, but increase of salary comes from other funds. Is this issue disputable? For salaries of all staff detailed summary is provided showing the funds and allocations.

Answer:  This issue is treated in questions below.

Q: What type of contract is to be signed with staff?

Answer: In accordance with the General Conditions, the contract has to be for the duration of the contract with the EU Delegation. This means that the funds paid from EU contract budget must be covered by a contract with staff linked with the EU contract. With reference to the municipalities and their staff working on projects, the decision by mayor is relevant, but this issue was addressed already at the stage of budgetary clearing and contract preparation in the way that staff are allocated to work on project  through an official decision by mayor defining input and duration. 

Q: In the Municipality Istocni Stari Grad, BiH, three persons are to work on the project. According to local legislation, contract (Ugovor o djelu) is for the duration of two months maximum in the period of one year, the contract on temporary assignments is for the duration of three months maximum. If we engage a person for the period of two months and the project duration is 18 months, how to solve the issue? Furthermore, can we engage someone for the period of 18 months without vacancy notice procedure required by local legislation?

Answer: This is the question for relevant local legal services. EU does not define in the contract with contractor the type of contract to be signed with the staff working on project. The EU Delegation as contracting authority will support any contract between the contractor and staff working on project if in line with valid local legislation. It is also recommended as a good practice that vacancy procedure is applied for new staff to be engaged in project. All staff related costs should be included in the project budget for the staff, e.g. Project Manager, foreseen to work on project for the total project duration. 

In the Republic of Serbia certain restrictions are also defined by legislation. Ugovor of delu cannot be signed two times with the same person, while its maximum duration is six months. There is no specific bylaw defining engagement of staff on EU funded projects. However, the Ministry of Labour and Social Welfare issued opinion that such staff can be engaged through Ugovor o delu. The recommendation is that in the Republic of Serbia staff on EU funded projects be engaged through Ugovor o delu, bearing in mind that one institution cannot sign two such contracts with the same person. It should also be noted that staff cannot be paid for additional work. Grant funds cannot be used to pay civil servants  in addition to their regular income. In that case the institution would be signing Ugovor o delu with the staff with whom it has already the Contract of employment (Ugovor o radu). Input for EU funded project is within regular work hours in line with the defined input ratio, but is not additional work.   All the reports, before submission to the EU Delegation, will be reviewed by CFCU in the Ministry of Finance who pays special attention to the national  implementation rules.

Q: If the contractor is not a public institution, can it sign more than one Ugovor o delu with the same person?

Answer: In the Republic of Serbia the legislation is clear: one institution, be it a public body or an NGO, cannot sign more than one Ugovor o delu with the same person to run in parallel at the same time. When the contract expires, another contract is possible.

25. We have a Project Coordinator in Cajnice who will be working 40%, as presented below:

	      1.1.1.4 Coordinator project Čajniče (40% of full time)
	Per month
	4.80
	650.00
	3,120.00


The Project Coordinator was appointed by the decision regarding the composition of the project team. Do we have to carry out service tender procedure in order to engage him, or it is enough to have a contract with him, his time sheets and his monthly reports?

Answer: Rules and procedures of procurement are clearly explained in Annex IV to the  contract. Staff engaged on project included in the budget heading 5 are fully sub-contracted, which foresees tender procedure in line with Annex IV. The EUD does not expect tender procedure by contractor for engagement of staff under the budget heading 1.

Q: The contract is for the duration of two years. In the process of preparation of contracts for staff to work on the project, we interpreted local legislation in such a way that we should sign, with staff to work  throughout the project, a contract for temporary engagement with fixed duration and possibility of extension.  On EU funded projects gross salary is included in the budget. Ugovor o djelu is subject to lower taxes than fixed term contract on temporary engagement. As we are planning to offer to a project staff the fixed term contract for one year with the possible extension until the end of project, is such a contract acceptable for EU Delegation?

Answer: The contractor will define the duration of contract with the staff. However, payment of salaries has to be covered by the contract. 

26. We will engage 3 persons on the project: 1 Assistant and 2 Trainers. Is it possible to engage a legal entity - Agency – which already has persons qualified for these positions?

Answer: Answers to the questions 26, 27, 28 and 29 are included in the answers to the questions 24 and 25.

EU Delegation to the Republic of Serbia:  With regards to the EUD in Serbia this is possible, provided that the related costs are indicated under Budget Heading 5 and are procured following requirements of Annex IV.

27. According to BiH local labour law, a temporary service contract (ugovor o delu) can be signed only for the period of 2 months during one year. The Assistant from the previous question needs to be engaged for 18 months, and the 2 Trainers for the period of 16 months. Can we obtain from the EUD some kind of certificate or approval stating that these contracts for these positions can last for more than 2 months (18 and 16 months)? If no, what are we supposed to do?

Answer: Please refer to the answer for questions 24 and 25. 

28. Is there a possibility to engage/recruit human resources within Heading I on different basis (i.e employment contract, permanent staff contract, “ugovor o radu”, “autorski ugovor” and “ugovor o delu”)?

Answer: Yes, provided the minimum requirements for an "employment" contract are respected. Also, please refer to the answer for questions 24 and 25. 

29. In BiH, does the same role apply as in Serbia regarding payments to the project staff that are not employed in our Organization: which kind of contract do we have - “ugovor o radu”, “autorski ugovor” and “ugovor o delu”?

Answer: Please refer to the answer for questions 24 and 25. 

30. Are the changes of the project staff subject to addendum or to notification letter? 2 of the project staff are not employed by the Applicant (Municipality) nor are they on the applicant’s payment lists, even though the organization where they work and with which they have employment contract was founded by the Municipality (Javno Komunalno Preduzece – Public Utility Company). Their salaries are presented as the Applicant’s contribution. Is that eligible?

Answer:  This is subject to the notification by the contractor to the contracting authority, but not to the approval by the contracting authority. The contractor should send notification on engagement of key project personnel.. Names of engaged personnel should be stated in the final report. Time sheets records are only for the contractor records, not to be sent to EUD unless otherwise required.

Regarding the question from the Public Utility Company and salaries of staff presented as contribution, without further details about the contract the answer is: if the salaries are presented as contractor's contribution, they are eligible.  

If there is a consortium or association for the purpose of the project implementation, the members of that consortium or association are only public bodies that are included in the contract and as such are recognised by the contracting authority.  As a rule, the contracts are signed with physical persons directly for staff under budget heading 1, whereas a service contract is applicable for staff under the budget heading 5. 

The participation by a partner of the contractor in the contractor's contribution is accepted if the partnership was established before the application to the Call. It is not recommended to introduce any additional partners after the contract signature and project implementation start.  

EU Delegation to the Republic of Serbia:  The applicant is free to change the project staff at any time without submitting any notification to the Contracting Authority. The award of the contract has been based on the evaluation of the capacities of the legal persons applying, not considering the capacities of its staff. Of course the grant beneficiary retains full responsibility for the actual capacity of its staff to implement effectively and efficiently the project and to achieve the expected results. 

31. If the salary of the person engaged from heading 1 Human resources increases from EUR 500 to EUR 600, can the Organization itself pay this difference?

Answer: The contracting authority is co-funding the project and all budget items accordingly. In principle, in case of need for increase of a unit price in the project budget, prior approval should be required from the contracting authority.

EU Delegation to the Republic of Serbia:  The unit rate indicated in the budget is always an average. If the beneficiary envisages any increase in the salaries during the project implementation, it will be better to spend initially less than the maximum amount indicated in the concerned item. If the funds indicated in that item are insufficient, the beneficiary may consider transferring saved funds from other lines (or using contingency reserve), following the formal requirements (i.e. notifications for changes within the same heading or up to 15% across different headings, authorisation for the use  of contingency, contract addenda for all other cases).
Q: In case where there is a Contract of employment with a project staff and there is increase of salary, how is this reflected?

Answer: It is at discretion of the contractor, provided that the conditions of the contract with the EU are respected. The salary increase cannot be paid from the contribution of the European Union. 

Q: If there is a change of salary amount due to change in currency rate, should this be reported to the contracting authority?

       Financial report is submitted at the end of the project and, if applicable, at the end of the first year of project implementation. The report takes into account average exchange rate for EURO for the reporting period. If the average exchange rate application results in an amount paid above that in the budget, the difference is to be covered by the contractor. Exchange rate loss is not eligible cost. 

32. What happens if the salaries (presented as contractor’s financial contribution) of the civil servants from heading 1 of the budget increase?

Answer: Please refer to answers for the question 31 above. 

33. Can regular salaries be presented as a co-financing of the project?

Answer: Question addressed above. However, please refer to 14.5 of General Conditions as well as Annex IV to the contract. 

34. Administrative support staff – what kind of contract this implies?

Answer: The issue addressed above.

Q: Municipality Arilje:  Can a partner from the same country engage a person to the project?

Answer: It is possible, as long as the relations are regulated in partnership agreement and in line with national legislation. Please refer to Article 1.3. of General Conditions.  

Procurement issues:

35. If we engage a consultant from heading 1 Human resources, do we need to carry out the tender procedure for it?

Answer: Please refer to the answer for the question 25.

36. This question regards the following budget line: 

	   1.2.1 Consultant for camps organization


	Man/day
	22.00
	120.00
	2,640.00


For this position, we will engage 

· 1 expert – 7 days

· 1 expert – 10 days

· 1 expert 3 days.

Is it necessary to carry out tender procedure for this? Or it will be enough to have contracts with the experts, their reports, studies carried out by them, their minutes etc?

Answer: Please refer to questions 25 above and Annex IV to the Contract.

EU Delegation to the Republic of Serbia:   Cost item listed under heading 1 can only be incurred for human resources costs. An external consultant does not fall in such a category, but it is rather an example of service procurement, which should be listed under heading 5. Placing a cost item under heading 1 does not save the beneficiary from following the proper procedures envisaged based on the actual nature of the cost incurred (in this case Annex IV is applicable and should be followed).

37. In the case that we notice that, after purchasing all the equipment under Heading 3 - Equipment and supplies, we will have some significant leftover, could we purchase some additional equipment without sending a notification to the EUD about that?

Answer:  Only items foreseen by contract can be purchased. In case of savings,  no  additional equipment can be purchased without prior notification to the contracting authority or addendum to contract has been processed in justified cases.

EU Delegation to the Republic of Serbia:  the purchase of additional or different items can only be undertaken after notifying the CA of the introduction of new budget items in accordance with art. 9.2 GC. The notification shall duly contain all necessary explanation as to why the beneficiary believes that the purchases are needed to achieve the project's objectives. The CA may oppose to the notification, and consider the related costs as ineligible.

38. Regarding the budget line:

	5.5 Translation, interpreters


	Per page
	100
	10.00
	1,000.00


do we have to carry out service tender procedure for this and can it be done with a natural person rather than with a company, or it will be enough to have a contract with a translator and his/her report of the performed tasks?

Answer: Please refer to your contract and refer to difference between budget headings 1 and 5. Also, please refer to the question 25 and 37 above.

EU Delegation to the Republic of Serbia:  Annex IV is fully applicable to services procured out of the organisation. If the interpreter/translators were permanent staff of the beneficiary, the related cost may be indicated under heading 1 and no procurement procedure would be necessary.

39. Do the tender procedures apply to the contractor’s financial contribution?

Answer: Budget of project is considered as one project and one budget. Tender procedure is applicable to total financial contribution foreseen by contract.

Please bear in mind that the Law on public procurement is harmonised equally for all parties involved.

40. Do we have to have the tender procedure for the amounts under EUR 1000, even for the amount of EUR 30?

Answer: Please note that Annex IV to the contract has to be respected, and defines single tender procurement procedure for purchases in the amount 0 – 10 000 Euro and tender procedure for purchases above 10 000 Euro. Public institutions are obliged to respect local legislation. In cases where local tender procedure on public procurement has to be respected, or it has been chosen by the contractor, the EUD BiH will accept it as long as the contractor respects the relevant procedure and  EU tresholds for procedures.  The contractor is advised to contact the relevant national Public Procurement Agency and ask for opinion in case of doubts.

EU Delegation to the Republic of Serbia:  According to recent assessments, the Serbian national procurement procedures do not fulfil the requirements of annex IV, therefore only procedures implemented  in compliance with Annex IV will be considered eligible in Serbia.

Q:   In case of small amount purchase, such as office material, is it possible to make the purchase of 10 KM in the paper shop or is it necessary to go through the tender procedure?

Answer: In Bosnia and Herzegovina, when the contractor expects regular purchases of office material for the project needs, it is expected that a procurement procedure is applied: if below 10.000 KM – single tender procedure. 

41. PRAG suggests that single tender procedure means that there is only one potential tenderer. Why are we suggested to send the invitation to tender to 3 potential tenderers?

Answer:  In line with the principle of transparency and previous best practices, it is recommended that the contractor should ask for three offers in procurement procedures up to 10 000 Euro. 

EU Delegation to the Republic of Serbia:  Annex IV clearly indicates the need to respect some basic principles. It is easier for the beneficiary to prove the respect of these principle if more than one tenderer was invited (although strictly legally speaking it is not requested). 

42. Do all the goods procured during the project implementation need to have EU origin.
Answer:  Please refer to Annex IV to the contract. However, in cases when it is not possible to obtain EU origin for goods to be purchased, the contractor is obliged to clarify and proove that goods with EU origin is not available in the market and ask for derogation from the rule of origin. Purchase of goods with non-EU origin must be officially approved and derogated by the EUD. For each purchase above 5,000 EURO, certificate of origin is obligatory. For purchases below 5,000 EURO, statement of origin by supplier is required.

43. Is there any permit according to which we would be allowed to purchase goods made in the countries other than EU? In case that these goods cannot be produced in EU.

Answer: Please refer to Annex IV to the contract. Previous practice shows that cases of  purchase of goods with non-EU origin are rare. The contractor needs to demonstrate that a market research has been carried out and obtain statements by suppliers that the goods cannot be purchased with EU origin.  

Contractors from Serbia should at any point follow the rules of EU. According to these rules, the equipment does not necessarily have to be produced in the EU: the equipment that has undergone significant transformation in the EU is acceptable as having an EU origin. 

However, contractors from Serbia are strongly advised to contact relevant institutions before final purchase in order to avoid any misunderstandings.

EU Delegation to the Republic of Serbia:  Please note that the rule of origin states that a product is originated in the country where it underwent the last economically significant transformation. Please also note that the rule of origin allows not only EU Member States, but lists several other countries, including all IPA Beneficiaries. In case of doubt, beneficiaries are strongly recommended to contact relevant institutions before final purchase in order to avoid having the related cost declared ineligible at a later stage.

44. What is the difference between the RULE OF NATIONALITY and the RULE OF ORIGIN?

Answer: Please refer to Article 7.3. of General Conditions and Annex IV to the contract. However, please bear in mind that for goods purchased in the amount over 5 000 Euro the contractor is obliged to provide Contracting Authority with relevant certificate or origin. For goods purchased up to 5 000 Euro, the contractor is obliged to keep relevant statement of origin at their records in case of request by EUD or Audit.

EU Delegation to the Republic of Serbia:  The Rule of Nationality refers to service providers (be they legal or natural persons) subcontracted through a procurement procedure. The Rule of Origin applies to supplies acquired by the Beneficiary in the context of the grant.

45. Are there any cases in which we can put in our technical specification the brand of the goods that we would like to purchase via tender procedure?

Answer:  According to the EU rules and regulations it is not allowed under any circumstances to  specify  brand of goods that is to be purchased.

46. When we are sending tender documentation to potential tenderers, do we put maximum budget in it, notifying them which amount we have at disposal?

Answer:  According to the EU rules and regulations, the maximum amount is stated in the tender documentation only for service contracts. No amount is stated in tender documentation for supply and works contracts.

47. If we get 2 offers at tender, both are technically compliant, and we like best the one that is more expensive, can we accept that offer and pay the difference in price with our own money?

Answer:   No, it is not possible since the financial offer is known at the tender opening. All companies who pass the technical compliance are subject to the financial evaluation. At the financial evaluation the financial offer with the lowest proposed amount is to be considered as the winning offer. Upon the expiry of the submission deadline it is not possible to change the financial offer.
48. According to the local procurement procedures in BiH, will tender be cancelled if one of the bids is not compliant?

Answer:  The contractor should consult BiH Agency for public procurement in order to receive correct and official instruction.

49. Could you please briefly repeat a single tender procedure (does the tender need to be opened for 7 days?)?

Answer: Contractors attended a training organised by CBIB and therefore instructions given at the training can be used as relevant. In addition, please consult Annex IV to the contract and PRAG (Practical guide) for further clarification.

50. Who is in charge in Bosnia and Herzegovina of checking the procurement documentation before we buy anything? And is this checking necessary at all?

Answer: For beneficiaries from Bosnia and Herzegovina, EUD does not check the tender documentation, it is the responsibility of the contractor. However, EUD preserves the right to ask for a copy of the documentation.

Contractors from Serbia are not obliged tot send procurement procedure for approval but it is advisable to consult Joint Technical Secretairat before launching the procurement procedure.  

51. What type of tender procedure is required for equipment?

Answer: Please consult the contract, Annex IV or training material from the training organised by CBIB.  

52. What type of tender procedure is required for auditing?

Answer: Please consult the contract or training material from the training organised by CBIB.  

EU Delegation to the Republic of Serbia:  The auditor is freely chosen by the grant beneficiary upon the signature of the contract. As the CA signed that contract, it implicitly approved the choice of the auditor, therefore no further procedures are to be launched to receive the services requested from that auditor. In fact the audit is the only exception to the requirements of Annex IV.

53. We cannot find EU originated laptops: all the suppliers in BiH who we have contacted cannot guarantee that the laptops have EU origin. What are we supposed to do?

Answer: Please refer to answers provided above, 44, 45, 46.

54. What about the Tender for Accommodations (and the same is for the Meals) that we have in our project? As you know, we have 1 budget line for all the Accommodations of the project (and 1 for all the Meals), but in the justification there are 3 activities to organize with that Accommodations (and Meals), happening in different months of the year. You told us to make now one only Tender for all Accommodations (and Meals). The question is: Why shall we provide 1 only tender, and we cannot split it in 3 tenders (each one opened few weeks before the event)? How shall we request the cost of an hotel (or the menu of a restaurant) for an event happening in 8 months? We do not believe that an hotel (or a restaurant) can estimate now something that have the same price/the same services/the same menu in 8 months, it is very realistic that the costs or services can change - so why is it not better to have 3 separate tenders?

Answer: In case of single tender procedure, please refer to answers above, 42, 51.  
EU Delegation to the Republic of Serbia:  If the the time delay between the different events is sufficiently wide to justify the need to have separate procurement procedures, this can be approved.

Q: Is it possible to split the budget line in three tenders, for different activities covered by the budget line for accommodation in different periods of project implementation? How to write a tender for car maintenance before the car is delivered to the car shop, as some costs can not be predicted before the maintenance?

 Answer: Separate tenders per a project activity can apply in Bosnia and Herzegovina.
55. What about the Tender for the car service? You told us to open a tender, but how can we know in advance which kind of works are needed in our cars? Usually you deliver the car to the service, they check it and then they inform you about the works to do and the costs to cover. What shall we write in advance to open a tender for a car service, without delivering the car to the service for the check? Moreover, we will deliver the car to the authorized services that have standard procedures for the car, so why is needed a tender procedure?

EU Delegation to the Republic of Serbia:  The procurement of such services can be tendered by indicating a maximum price and paying only the specific services purchased by the winning bidder. However the entire amount should be procured through one procurement only.

Reporting issues

56. Do we use annexes that we obtained from the CBIB at the implementation workshop at all? How do we open the project progress report annex on the CBIB implementation guide CD, given the fact that it requires a password? Will we use that progress report template and why there is no progress report template on europa.eu website?

Answer:  Reporting templates are enclosed as Annex VII to the contract. Reporting schedule is defined in Article 7 of the Special Conditions.  Further details on reporting are provided in Articles 2 and 15 of General Conditions. Each progress report, as well as the final narrative and financial report shall be submitted as joint report for overall action and is to be co-signed by the two contractors. Reporting templates for EU Delegations Serbia and BiH are the same. Electronic templates of reports will be enclosed to these minutes. Copies of reports are submitted to the Task Manager and Joint Technical Secretariat of the programme.

57. Does each applicant report on the progress of the implementation of the project? Or only Functional Lead Partner?

Answer: Please refer to Article 7., point 7.1., Special Conditions of the contract. Reports should be addressed to the relevant Task Manager, with a copy to the Joint Technical Secretariat of the programme. Please see answer 58. 

EU Delegation to the Republic of Serbia:  Each partner must equally contribute to the final report. However the Functional Lead Partner has the responsibility to collect and harmonise the contributions to issue a single joint report.
58. Whom responsible applicant reports to?- JTS, Delegation of the EU to Serbia or BiH?

Answer: Please refer to Article 7 of the Special Conditions. The applicant reports to its Contracting Authority, addressed to the relevant task manager, with copy to the Joint Technical Secretariat of the programme. For more details please see answers for questions 56 and 57. 

EU Delegation to the Republic of Serbia:  For contractors from Serbia reports should be addressed to the attention of Mr. Luca Manunta and copy to Joint Technical Secretariat of the programme (JTS Uzice).
59. What is the reporting period?

Answer: Please refer to Article 7 of the Special Conditions and answers 58 to 60.        
60. Can you please define for which period of project implementation we are obligated to submit progress reports? Duration of our project is 20 months (payments will be made according to option 2 - Article 15.1, General Conditions), and in our grant contract is stipulated that progress reports covering each seven months of the period of implementation will be submitted within one month after the period of implementation concerned (Article 7.1.3, Grant Contract). There was some information regarding submitting progress reports covering 4 months of the implementation period, at the training in Sarajevo, so we need clarification.

Answer: Please refer to Article 7 of Special Conditions and Article 2 and 15 of General Conditions 

EU Delegation to the Republic of Serbia:  The requirements stipulated in the Special Conditions are binding. The beneficiaries should avoid following informal instructions received in any other way: they are obligated only toward the Contracting Authority.

61. Concerning the above mentioned, can you please define for which period of project implementation we are obligated to submit interim reports?

Answer: Please refer to Article 7 of the Special Conditions and Article 15 of General Conditions. 

EU Delegation to the Republic of Serbia:  The submission of interim reports is stipulated in art. 15 of the GC.
62. The exchange rate for the Progress reports. The question is: which is the exchange rate that we will use for the 1st and 2nd Progress report? We won't know after 4 months/8 months which is the medium exchange rate of the year of the project (as stated in the contract), so how we can calculate in the Progress reports the value in Euro of the expenses had in Dinars?

Answer: Please refer to the answer 18 above.

EU Delegation to the Republic of Serbia: Progress Reports are by definition a management/monitoring tool. The financial figures reported therein are thus only indicative and may not influence the preparation of the interim/final reports.

VAT exemption issues:

63. As regards costs over KM 200, do we have to send the original pro forma invoice and the supporting documentation directly to the EUD Sarajevo, or to the JTS first?

Answer: According to the instruction by the BiH Indirect Taxation Authority, which is enclosed to the contract, the contractor is to provide original invoices or pro-forma invoices for the procedure of exemption from VAT. The derogation from the exemption rule defines that the invoices for the amount of up to 200KM with VAT included will not be subject to the VAT exemption and the VAT in these invoices is considered eligible cost.   

64. If electricity, telephone and litter bills amount to over KM 200, do we have to send them to the EUD for approval?

Answer: All project related costs are exempted from VAT: invoices over 200 KM are subject to VAT exemption procedure, while  VAT for invoices below 200 KM, including VAT, are accepted as eligible cost. In cases when contractor does not request VAT exemption for invoices above 200 KM, they should  include in the report only the basic amount without VAT.

Paid VAT will not be refundable. 

For the contracts signed with the EU Delegation to the Republic of Serbia, there is no amount limit in regard to VAT exemption. All costs which are not tax free/tax exempted (such as: salaries, daily allowance, telecom bill, electricity bills etc.) are subject to taxation. Per diems are income and as such subject to taxation, except for per diems of civil servants. All other costs that cannot be tax exempted are subject to taxation. For example: electricity bill invoice cannot be issued without tax, hence tax is paid but is eligible cost. 

Q: Does this extend to the invoices for fuel?

Answer: In the Republic of Serbia, the only company that can issue invoice without VAT is NIS, all other petrol stations cannot issue such invoice. However, in line with procedures on procurement, equal treatment is the obligation according to EU rules. If the company selected in the procurement procedure cannot issue invoices without VAT, than VAT is paid and is considered eligible cost. Tax will be accepted as eligible cost only when it cannot be exempted in line with local legislation . 

Q: If we pay VAT on an invoice in BiH, it will not be considered as eligible cost?

Answer: In the previous programme, CARDS, the refund was applicable for paid VAT. Under IPA, the exemption procedure applies. The instruction by Indirect Taxation Authorities defines that VAT paid under contracts funded by IPA programme will be refunded only for contracts that were in the phase of implementation during transitional time before the Instruction went into force. This regulation is not applicable after 1 June 2009.  All contract funded through IPA programme are subject to VAT exemption. If VAT is paid for invoices above tresh-hold of 200 KM, it is the cost of the contractor. Reference is made to the Annex VII.

For the Republic of Serbia, additional information will be requested from the Tax Administration regarding the tresh-hold of 50 EURO.

Q: Where the request for VAT exemption should be addressed to?

Answer: According to Annex VII of the contracts signed with EU Delegation to Bosnia and Herzegovina, the requests are submitted to the EU Delegation. In the Republic of Serbia, the request is submitted to the Ministry of Finance, CFCU. Additional information and instruction on VAT exemption in the Republic of Serbia is available also on the web site of the Office for European Integration. In addition, all details were communicated in an email by the Joint Technical Secretariat of the Programme. 

65. Can we enclose as our financial contribution a copy of the invoice with VAT, and book the amount without VAT (on every invoice there is amount without VAT, VAT and TOTAL amount with VAT)?

Answer: All costs above 200 KM are VAT exempted. Costs below 200 KM are not VAT exempted. Reporting in without VAT. In Serbia, tax can be paid as contribution, in cases when extension is not possible.

66. If Bosnian contractor pays a bill for an overnight stay in Serbia, does the EUD Sarajevo accept the bills with the VAT included, or there is a possibility of VAT exemption?

Answer:  In line with the IPA Instruction invoices realised outside BiH are not eligible for VAT exemption. Only costs incurred in Bosnia and Herzegovina can be exempted from VAT.  For goods that contractor does not pay, VAT will not be exempted. For more details, please refer to Annex VIII of your contract.

EU Delegation to the Republic of Serbia:  Costs incurred in the entire eligible programme area are accepted.

Q: In case of a joint project event in one of project countries (BiH or Serbia), accommodation costs will be exempted from VAT only for project partner from that country. Another question: can one project partner carry out public procurement procedure for such joint activities for both partners. Third question: how can VAT exemption apply where supplier is not VAT payer?

Answer: In cases of purchase of goods or services from suppliers that are not VAT payers, the invoice without VAT is issued and the exemption does not apply.

Q: If a contractor from BiH selects in a tender procedure a supplier from abroad, what is the procedure for VAT exemption?

Answer: The procedure is described in details in the Instructions, enclosed in Annex VIII  to the contract.   

Q: When engaging foreign consultants, be it companies of physical persons from EU,  how can payments be made in EUROs and how is tax exemption applied?

Answer:  The foreign consultant that is engaged for project must have a sejour permit in Serbia and local currency account. 

67. How does the Programme deal with VAT costs? Is it eligible cost – as far as I (Srdjan Vidackovic from Caritas BiH) know, it is not possible to get exemption in Serbia if no "nation wide" agreement has been signed for this?
Answer: Please refer to Annex VIII to the contract and answers to the questions 63 to 66 above

EU Delegation to the Republic of Serbia:  
EUD Serbia beneficiaries will receive detailed instructions from the CBC body or JTS as to the manner to get VAT exemption.
68. Could you please explain the procedure of VAT and import custom duty exemption in case that BiH contractor purchases equipment in another country?

Answer: Please refer to Annex VIII to the contract and answers to the questions 63 to 66 above

69. Do we do VAT exemption for the electricity, phone and heating bills?

Answer: Please refer to questions 63 to 66 above. All costs over 200 KM are VAT exempted. Costs below 200 KM are not VAT exempted, but VAT is eligible cost. 

EU Delegation to the Republic of Serbia:  EUD Serbia beneficiaries will receive detailed instructions from the CBC body or JTS as to the manner to get VAT exemption
70. Is there a possibility of VAT exemption when recruiting international firm?

Answer: Please refer to Annex VIII to the contract and answers to the questions 63 to 66 above

71. Is the contractor’s financial contribution exempted from taxes (VAT) or this applies only to the EU contribution?

Answer: Please bear in mind that the Instruction of ITA defines that the project is exempted from VAT, without dividing it to contractor’s or to EU contribution amounts. 

In Serbia, Tax Administration applies VAT exemption only to EU contribution.

EU Delegation to the Republic of Serbia:  Beneficiaries from Serbia should know that Serbian Tax exemption only concerns the donation share of the project total costs. 
72. Are the taxes paid for the costs financed from the contractor’s financial contribution eligible?  NOTE: "TAXES" TO BE CLARIFIED

Answer: If the question is about VAT, exemption applies. 

73. Is it possible to estimate how long can we wait to receive an answer from EU about the exemption from VAT (PDV)? – BiH contractor

Answer: VAT exemption procedure starts after required documents are received by the EUD. The documents should be approved by relevant task manager. Best practice shows that one week is the time  for reply. However, one week procedure depends on many other factors and therefore cannot be taken as granted rule.

74. How is the VAT exemption performed in BiH?

Answer:  Annex VIII of the contract clearly explains VAT exemption procedure.

75. As regards tender procedures are the same procedures applied in Serbia and in BiH?

Answer: Please refer to questions and answers under section “Procurement”.

76. What procedure applies to the VAT exemption of our partners?

Answer:  Partners are also exempted for costs occurred during the project implementation. Invoices provided by partners should clearly indicate contract number and name of contractor.  Every invoice that is to be VAT exempted should clearly indicate name of contractor.

For contractors from Serbia, all institutions included in the contract are eligible for VAT exemption.  That is the reason why Serbian Tax Authority asks for a copy of contract.  

In Bosnia and Herzegovina, all invoices to be VAT exempted must be issued to the name of the contractor that signed contract with the EU.

Visibility issues:

77. Are the documents signed (contracts, decisions, etc.) printed on the paper with the letterhead of our Organization, or there should also be the letterhead of our project partner’s Organization?

Answer: The EU promotional material planned to be used during the implementation of project has to clearly indicate visual identity of the European Union together with the visual identity of you’re the project partners. For more details please refer to the section “Visibility” of these minutes. 

EU Delegation to the Republic of Serbia:  The EU Delegation to Serbia decided that all visibility material must be submitted in draft form to the Info-officers of the Delegation to get their prior approval before printing.

In case of any dilemmas regarding the implementation of the EU guidelines, it is very important that contractors address these with the Joint Technical Secretariat and they will clarify those issues. The beneficiary also can submit its visibility material to the JTS for comments. Beneficiary need to know that they have obligation to communicate the project to the public. The JTS has already requested by beneficiary to submit communication plans for visibility of projects. Thirdly, there is no fixed set of activities that beneficiary must follow, unless to select best option, be it the web site development, conference, press release, depending on the type of project beneficiary select and how to address the public, but it is something that beneficiary has  to do.  The JTS and the Guidelines will help how to do it the best way possible, e.g. where to put the EU flag, what to write below the flag, where to put your logo, how should your logo look like if you are creating it, etc.

78. As regards promotional material, do we print on posters and brochures only the EU logo and the logo of the Organization that implements the project, or there should also be the 2 Countries’ coats of arms, and maybe emblems of the municipalities where the beneficiaries’ offices are?

79. What exactly in the local language do we put instead of co-financed by the EU that is written near the EU logo? Which translation of this sentence is the most correct in our case

80. In the invitation letters, in the bottom part of the paper shall we write that "the project is co-financed by EU"? Shall we write this text, or is it enough to put only the EU flag?

Answers to questions 78, 79, & 80 - It is important to use in all  project promotional material the EU logo and below the logo "This project is co-financed by the European Union", which is translated to the local language as "Projekat sufinansira Europska unija". This also covers the reply to the Question 4: it needs to be stated that the project is co-funded by the European Union. 

81.  Where can we find the template for the project board?

Answer: All visibility related information and examples are mentioned in the Visibility Guidelines. It is also recommended that contractors should contact EU Delegation Press and Information Section prior to publishing visibility items. Visibility Guidelines can be downloaded at the following link: http://ec.europa.eu/europeaid/work/visibility/index_en.htm
Other issues: 

81. Do we have to translate into English documents such as: contracts, various decisions within our Organization regarding payments, selection of the suppliers, contractor’s co-financing of the project, etc?

Answer: All official communication relevant for the contract must be in English.

EU Delegation to the Republic of Serbia:  No, you don't. Nevertheless you should always be ready to provide an English translation in case of external audit or spot checks undertaken by EC staff not able to read documents in local language.

82. Is the Joint Technical Secretariat in Uzice going to provide technical assistance for the implementation on a daily basis?
Answer:  The Joint Technical Secretariat remains available for any technical assistance that contractors might need.  

However the assistance provided by the JTS is to be considered as and advisory service, they may not substitute a beneficiary in its project-implementation related obligations.  
83. Does the memorandum of understanding between beneficiaries have to be in English? Does it have to be signed in our case?

Answer: The MoU (Memorandum of Understanding) should be signed. For the purpose of transparency it is recommended to have English version of the respective MoU.

84. Whom to address potential questions and queries during the project implementation?

Answer:  All questions should be sent to the task manager in EUD and copied to relevant Joint Technical Secretariat.

EU Delegation to the Republic of Serbia:  The beneficiary should seek to clarify any potential question and query with the JTS in first instance. However, if a clarification is not achieved or is not deemed to be satisfying, the beneficiary may request the JTS to forward its requests to the Task/Programme Manager. Direct contact for clarification should be avoided because it may contribute to increase the workload of the CA, and to slowdown the process for approving key steps.
85. Which template should be used as notification letter regarding budget modifications and reallocations and which template is used as budget modification subject to addendum? These templates cannot be found on the Europe.eu website.

Answer: The standard budget excel template is enclosed to these minutes and/or available upon request. There is no standard letter of request, except obligatory reference to the contact.

Attachments:



1. Report Templates (Interim Report, Final Narrative and Final Financial Report)

2. ANNEX V - Request for payment for grant Contract
3. Budget template for modifications
4. Format of Handover Certificate

5. List of Participants  
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