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The purpose of this chapter on “grant contracts management” is to describe management verification of grant contracts, which is a part of the internal control system and is broadly defined as a process designed to provide reasonable assurance regarding the achievement of objectives in the categories of effectiveness and efficiency of operations, reliability of financial reporting and compliance with applicable laws and regulations, prevention and detection of fraud.

Purposes of the management verifications are:
1. to ensure that the project is properly implemented from the administrative, technical, financial and physical point of view;
2. to ensure that the contract is executed properly and timely;
3. to ensure timely determination of any deviations of the contract execution and application of measures to mitigate or terminate the deviations or any other defects of the contract.

The division of responsibilities between the Project Implementation Unit and the CFCA as the Contracting Authority is as follows:

The Project Implementation Unit is responsible for the complete and effective project management of the relevant project in accordance with the applicable contract.

The PIU is responsible for monitoring technical compliance of the project while the CFCA is responsible for monitoring administrative, financial and physical compliance of the project.

PIU organises monthly meetings with the representatives of CFCA and MRDEUF in order to discuss grant contract’s implementation and exchange information. 
PIU invites the CFCA and MRDEUF representatives to monthly meetings, in which CFCA Project Managers and MRDEUF task managers take part. PIU provides CFCA and MRDEUF with the minutes of the monthly meeting.

The CFCA as the Contracting Authority is responsible for ensuring that projects progress is monitored and projects are completed satisfactorily and in accordance with contractual provisions.
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Procedures

This chapter describes following procedures, under SPO/PIU responsibility, prescribed under process of Management verification of grant contracts:


1. Managing contract modifications: 
a) Notification letter
b) Addendum

2. Reporting: 
a) Quarterly reports
b) Interim reports 
c) Final reports

3. On the spot checks:
a) Verification on the spot check 

4. Payment verification
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General Conditions (Article 9 Amendment of the contract) of grant contract prescribe two means by which a grant contract can be amended: Addendum and Notification letter, depending on the nature of the modification (for detailed explanation please refer to mentioned Article 9 of GC). Grant contract can be modified only during its execution period. 

This procedure is to be implemented through following two activities:
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General Conditions of Grant contracts do not specify the obligation of review and approval for minor modifications. However, it was introduced as part of management verification process in order to prevent potential irregularities and non-eligible costs. 

There is no prescribed deadline within which the Coordinator is obliged to inform Contracting Authority of the change; however, it should be done without delay. In line with Article 9.4. of GC the Coordinator may amend the budget and inform the Contracting Authority accordingly, in writing and at the latest in the next report. These changes do not have to be formally written in a Notification letter template[footnoteRef:2] and can be introduced through the report. [2:  All templates are provided within the Implementation package. Implementation package contains instructions for implementation for grant Beneficiaries, relevant templates etc. It is prepared by CFCA staff and updated regularly.] 


Coordinator notifies all modifications, which are allowed according to Article 9 of GC, in writing and via e-mail to the CFCA with a copy to PIU. The notification is composed of a Notification Letter and, depending on nature of the modifications, one of the following annexes: reallocation sheet (if the subject of change are budget modifications) or amended action plan (if the change refers to the implementation timeline of certain activities).

Notification letter does not have to be submitted in hard copy. It can be submitted via e-mail by the Coordinator and electronic version of the Notification letter has to be registered and filed. 

In case PIU formulates comments to submitted Notification Letter, it sends them without delay to the CFCA PM.

CFCA PM issues provisional approval of submitted Notification Letter.
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Amendment requiring formal addendum (in line with Article 9 of GC) may be requested by the Coordinator, or initiated by the PIU or the CFCA.

The proposal for Addendum is comprised of Addendum Request Letter (template provided within the Implementation package) describing reasons which generate the need for Addendum and amended Annexes of the Contract which are affected by the proposed change (e.g. amended Annex III Budget for the Action if the change concerns only budget modifications, amended Annex I Description of the Action if change refers to the implementation period etc.). 

1. Coordinator must submit the proposal for Addendum to the CFCA, with copy to PIU, 30 days before the date on which the amendment should enter into force.
2. PIU performs technical check of submitted proposal and endorses it/refuses endorsement/formulates comments and communicates its decision to the CFCA PM within 7 working days. 
3. If both the PIU and CFCA PM formulate comments, the CFCA PM communicates all comments in one file to the Coordinator. The Coordinator resubmits proposal of addendum within 10 days the latest. 
4. If there are no (further) comments, PIU communicates the endorsement of the Addendum to the CFCA PM without delay. If no reasons have been identified for refusing the endorsement by the CFCA, the CFCA prepares Addendum and organizes the signature by PAO and Coordinator. 
The copy of signed Addendum, as well as the copy of signed contract after the procedure of setting up grant contract is completed by the CFCA, is sent to PIU by the CFCA.
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Obligation to provide financial and narrative reports is prescribed by Article 2 (in connection with Article 15) of General Conditions of grant contract. In line with Article 2 of GC, additional reporting requirement, i.e. obligation to provide Quarterly Progress Reports, is regularly envisaged by Special conditions.

During implementation of the Action, Coordinator is obliged to deliver three types of reports: Quarterly, Interim and Final report (templates are included under Annex VI of grant contract) which consist of narrative and financial section and cover implementation periods as indicated below: 

· Quarterly Progress Reports cover three month periods of implementation and are to be submitted by the 15th day after the end of each reporting period.
· Interim reports (required only for Actions with an implementation period of more than 12 months and grant of more than 100.000,00 EUR) cover a twelve-month period of implementation and are due within 60 days following the end of the reporting period.
· Final reports cover the whole implementation of the Action and are to be submitted no later than three months after the implementation period.

For calculation of implementation periods and deadlines for delivery of mentioned reports, in line with Article 13 of GC, national legislative prescribes the following rule to be applied: 

· Where the deadline is determined in months/years the last day is the day of last month/year which by number corresponds to day on which the deadline started[footnoteRef:3].   [3:  Where implementation of the Action started on 01/04/2013 (day following that on which the second of the two Parties signed the contract), and implementation period is set to 24 months, last day of the implementation period is 01/04/2015. If the deadline is set in days, all calendar days must be taken into account, and only in case when the last day of deadline falls on a weekend/holiday the next working day is to be taken as last day of the deadline set.] 


This procedure “Reporting” is to be implemented through the following three activities:
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1. Quarterly Progress Reports are submitted by Coordinator to both PIU and CFCA PM by e-mail. 
2. PIU checks technical compliance, formulates comments (if any) by using  O - Annex O1_Check-list for control of Quarterly progress report and sends them to the CFCA PM within 7 working days. 
3. CFCA PM sends consolidated comments to Coordinator by e-mail. 
4. Coordinator submits revised QR within 7 working days.
5. In case additional comments are needed, steps 1-4 are to be repeated.
6. PIU sends the approval of narrative part of the report to the CFCA within 3 working days from receipt of final revised QR. 
7. Following the receipt of the PIU approval, CFCA PM issues the approval of the Quarterly Progress Report via e-mail (with PIU and CFCA accounting in copy).
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Interim reports are to be presented for contracts and within deadline as prescribed by Articles 2 and 15 of General Conditions.

The narrative section of the report is checked both by PIU and CFCA PM.
The financial section of the report, i.e. verification and validation of expenditure, is the sole responsibility of the CFCA. 

1. Interim report (in both hard copy and electronic version) is to be delivered to both PIU and CFCA within deadline prescribed by GC. Supporting documents refering to the financial part of the report are to be delivered only to the CFCA.
2. PIU formulates technical comments to narrative section by using O - Annex O2_Project Report Submission Sheet and submitts them to the CFCA within 20 days of report receipt.
3. CFCA provides administrative and financial comments to the report and submits the consolidated comments (technical, administrative and financial comments) to the Coordinator within 25[footnoteRef:4] days from receipt of the request for payment accompanied by the report.  [4:  Prescribed deadlines are provisional, while deadlines prescribed by GC may not be surpassed. ] 

4. Coordinator submits revised version of the report and additional documentation within 30 days from receipt of the comments in line with Article 15. of GC. 
5. Revised versions of the report may be submitted by e-mail while finalised, agreed upon version of the report is to be submitted in hard copy to both PIU and CFCA.
6. In case of further comments to the report the prescribed procedure is to be repeated within time left until the expiry of deadline for payment as prescribed by Article 15 of GC. Namely, Article 15.4. of GC prescribes that further pre-financing payments shall be made within 90 days of receipt of the payment request (accompanied by the report) by the Contracting Authority. 
7. In line with Article 15.5. of GC each comments sent to the Coordinator suspend the 90 day deadline.
8. Prior to approval of Interim report and execution of payment, the PIU performs verification on-the-spot check and the CFCA performs supervisory on-the-spot check. Verification on-the-spot check shall be performed at least one month prior to deadline for submission of Interim Report as stated in provisions of each grant contract (for more details please refer to the procedure 4. On the spot checks).
9. The SPO must approve narrative part of the Interim Report prior to issuance of official approval of the report by the CFCA.
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As prescribed by Article 15.2. of General Conditions of grant contract, the Coordinator shall submit the Final report to the Contracting Authority no later than three months after the implementation period as defined in Article 2 of the Special Conditions. 

The narrative section is checked both by PIU and CFCA PM. 
The financial section, i.e. verification and validation of expenditure, is the sole responsibility of the CFCA.

1. Final report (in both hard copy and electronic version) is to be delivered to both PIU and CFCA within deadline prescribed by GC. Supporting documents refering to the financial part of the report are to be delivered only to the CFCA.
2. PIU formulates technical comments to narrative section by using O - Annex O2_Project Report Submission Sheet and submitts them to the CFCA within 20 days of report receipt. 
3. CFCA provides administrative and financial comments to the report and submits the consolidated comments (technical, administrative and financial comments) to the Coordinator within 30 days. 
4. Coordinator must submit revised version of the report and additional documentation within 25 days from receipt of the comments in line with Article 15. of GC. 
5. Revised versions of the report may be submitted by e-mail while finalised, agreed upon version of the report is to be submitted in hard copy to both PIU and CFCA.
6. In case of further comments to the report the prescribed procedure (including filling in the check-list for every review of the report) is to be repeated within time left until the expiry of deadline for payment as prescribed by Article 15. of GC. Namely, Article 15.4. of GC prescribes that payment of the balance shall be made within 90 days of receipt of the payment request (accompanied by the report) by the Contracting Authority. 
7. In line with Article 15.5. of GC each comments sent to the Coordinator suspend the 90 day deadline.
8. Prior to approval of Final report and execution of payment, the PIU performs verification on-the-spot check and the CFCA performs supervisory on-the-spot check. Verification on-the-spot check shall be performed at least one month prior to deadline for submission of Final Report as stated in provisions of each grant contract (for more details please refer to the procedure 4. On the spot checks).
9. The SPO must approve narrative part of the Final Report prior to issuance of official approval of the report by the CFCA.
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Based on the objectives and institutional set up, the following types of on-the-spot checks are introduced:

a) Monitoring on-the-spot check (performed by the CFCA) – whose objective is, depending of the timing, to check that the implementation of the contract is being carried out smoothly and in a timely manner and/or to check if the contract is completely executed and/or to check the sustainability of the project in order to tackle any problems and possible mistakes which could endanger the successful completion of the implementation;

b) Verification on-the-spot check (performed by the PIU/SPO) – whose objective is to check the execution of the contracted activities in terms of timing, quality and quantity;

c) Supervisory on-the-spot check (performed by the CFCA) – whose objective is to gain assurance on the accuracy of the verification provided. In addition, when referring to grants in particular the objective is also to control if all reported costs are in line with the terms of eligibility set in the Annex II (General conditions) to the grant contract and supported with relevant required documents.

This procedure “On the spot checks” is to be implemented by PIU through the following activity:
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Timing of execution of verification on-the-spot checks:
Verification on-the-spot check shall be performed at least one month prior to deadline for submission of Interim/Final Report as stated in provisions of each grant contract. 

Objective of verification on-the-spot check:
The objective of verification on-the-spot check is to verify the execution of contracted activities in terms of timing, quality and quantity.

Selection criteria for choosing grant contracts for which the verification on-the-spot checks should be carried out:
Verification on-the-spot checks are obligatory for all grant contracts. 

All on-the-spot checks need to be duly indicated in the PIU Annual on-the-spot check plan timely prepared by the end of current year for the next calendar year. The plan is updated during the year in case there are identified circumstances which affect the execution of the initial plan. After the signature of the Annual on-the-spot check plan by the SPO/PIU, the copy of the plan shall be forwarded to the CFCA for records.


Execution of the verification on-the-spot checks:
With respect to procurement of supplies and works by grant beneficiary(ies), 100% of locations to which supplies are delivered and 100% of locations on which works are executed are subject to verification on-the-spot check by the SPO/PIU. 
SPO/PIU carries out the verification of all of the activities foreseen in the grant contract.

The verification on-the-spot check report must address, in a narrative manner, the outcomes of the check covering at least the topics presented below:	
· Project aims, activities and present state of play.
· Project progress and results (activities, outputs/results, indicators, disbursement, reports, including EU visibility guidelines).
· Project management and filing (staff capacity, oversight of project, cooperation with partners, knowledge of procedures, general filing).
· Sustainability.
· Problems/deviations (including irregularities). 
· Recommendations to grant beneficiary(ies): (activity, responsibility and deadline).

Verification on-the-spot check must be performed by at least two staff members of the PIU. 
Following the execution of verification on-the-spot check SPO/PIU submits filled checklist (O - Annex O3_Check-list for Verification on the spot check), including conclusions of on-the-spot check performed, to the CFCA within 10 days following execution of on-the-spot check.

Once the CFCA has performed monitoring /supervisory on the spot check, the PIU has the right to request the approved check list from the executed on the spot check to be delivered to the PIU. 
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Approved payment requests submitted by the Coordinator are submitted by the CFCA to SPO for endorsement.
Endorsed payment request along with filled out check list (Invoice / request for payment control by PIU / SPO) should be provided to the CFCA within 7 days.
For details related to payments, please refer to E - Financial management. 
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In line with Article 10 of General Conditions, if the Beneficiary(ies) have to conclude implementation contracts with contractors in order to carry out the Action, these may only cover a limited portion of the Action and shall respect the contract-award procedures and rules of nationality and origin set out in Annex IV of the grant contract. 

Since procurement done by Beneficiary(ies) within the framework of grant contract is one of the areas in which irregularities occur most often, this procedure is to be implemented through three activities, each targeting different phase of planning and conduct of procurement procedures done by Beneficiary(/ies). 

The role of SPO/PIU in the framework of these activities is mainly limited to receipt of relevant documents as indicated below.

1 ) Verification of procurement plan and its update
The purpose of this activity is to ensure that Coordinator is aware of two main principles to be followed when planning the procurements: 1) the subject-matter of procurement cannot be split artificially in order to avoid using prescribed procurement procedures; 2) the subject-matters of procurement should be consolidated so estimated value is correctly identified.

The Coordinator shall submit the procurement plan via e-mail to the CFCA PM with copy to PIU within 30 days from grant contract signature.

2) Ex ante procurement verification
The purpose of this activity is to prevent possible irregularities in the procurement processes. 

Annex IV of the grant contract prescribes specific rules/procedures for procurement of service/supply/works above threshold of 60.000,00 EUR, while for contracts of EUR 60 000 or less, it is prescribed that the procedures established by the Beneficiary(ies) may be used. 
Since Beneficiary(/ies) usually do not have internal acts prescribing specific procurement procedures, in order to ensure rational, economical and transparent spending of public funds and respect of all principles prescribed by Annex IV (which are to be ensured in any procurement, including single tender) it is advised that Beneficiary(/ies) use specific procedures as follows: procedure of single tender for procurement below 10.000,00 EUR and competitive negotiated procedure without publication for procurement above 10.000,00 EUR. The same is also indicated/suggested by instructions in Implementation package. 

Subsequently to all above mentioned, all procurement value of more than 10.000,00 EUR shall be submitted to CFCA for ex ante verification. 
For procurement value of less than 10.000,00 EUR the decision on selection of tender dossiers which will be submitted for ex-ante verification is made solely by the Coordinator.

Coordinator submits prepared full tender dossier for relevant procurement to the CFCA, with copy to PIU for ex ante verification before launching the tender.

3) Ex post verification of procurement procedures
In line with General Conditions of the grant contract, Contracting Authority is to verify eligibility of costs entailed by contracts awarded by the Beneficiary(ies) referred to in Article 10 of GC. 
The eligibility of expenditure is verified by the CFCA before the approval of reports (Interim/Final report).
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Annex O1 - Check-list for control of Quarterly progress report
Annex O2 - Project Report submission sheet
Annex O3 - Check-list for Verification on the spot check


