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EU Financial Regulation consultation – COSLA officer level submission
· The Convention of Scottish Local Authorities (COSLA) is the representative voice of all Scottish Local Authorities both nationally and internationally and it has long advocated strong, consistent EU funding programmes which enable  local communities to participate in order both to improve the quality of life at a local level and to demonstrate in concrete terms the value of EU membership. In the case if decentralised funding programmes (especially those relating to Cohesion policy and Rural Development) COSLA fully endorses the partnership principle, whereby Local Authorities and other stakeholders are fully involved in the design, implementation, monitoring and evaluation of the programmes.
Questionnaire Responses  (draft responses in purple)
1 GRANTS

Information about grant opportunities: Calls for proposals are already widely published (Art. 110 FR and Art. 166 IR), notably on the Internet.

Question 1: Are you sufficiently informed about upcoming calls for proposals in a timely

manner? What improvements would you suggest?

· We support web-based instruments that allow interested parties to be made aware of calls as soon as they are published. It is important that these electronic resources allow for personalised use as to enable potential applicants to make specific information requests in other words an interactive FAQ capability..

· Similarly, events such as info days should not only comprise a physical element but to be accessible electronically, via videoconference, streaming etc. It is important that info days take place in each of the member states and that the “contact point” system is further strengthened. 
· In addition to standardised information (forms, written guidance, etc) it would be possible  to advance in developing communities of practice between the EU and Local Authority funding managers. Possible ideas are: 
· an EU-wide publicly accessible website of best as well as bad practices

· that the relevant Commission DGs should create a special Unit to receive complaints or recommendations from practitioners (not just Member States or Managing Authorities) on problems in applying the Regulations governing EU funding programmes. These units should also proactively advise on best practices 

· In the case of Cohesion DG REGIO and the Council Cohesion Working Group regularly meet with regional and local stakeholders for a strategic dialogue on how the programmes are performing. This should also be applicable to other funding streams  and DGs with a territorial focus.

· Commission-Member States coordination committees (such as COCOF) should, in the interests of transparency, make publicly and electronically available the Guidelines to implement the funds that they jointly agree.  
· In the case of decentralised programmes COSLA argues for: the relevant Managing Authorities to consult on a continuing basis - with local stakeholders when preparing detailed guidance notes (and their interpretations) around each call for applications. The results of each funding call should be made publicly available within 20 working days of the meeting of the relevant body (the Programme Monitoring Committee) or equivalent.
Co-financing and contributions in kind (Art. 109 FR and Art. 172 IR): EU grants must involve co-financing, sometime quite substantially. This obligation is often challenging for actors, in particular when there is no possibility to include contributions in kind like volunteer work as part of the project manager's own contribution.

Question 2: should the rules be more flexible on co-financing requirements taking into

account the type of actions and project managers? How could in-kind contributions best

be dealt with, while adhering to the non-profit principle?

· We welcome the initiatives of the EU Recovery Programme as regards to accepting in kind contributions as match funding in ERDF as a way forward that needs to be generalised to other funds where a form co-financing is required.

· This is further needed as the current economic crisis and the likely medium-term constraints in public finances will deprive public bodies from other sources of match funding than in kind contributions.

· Also, as suggested by Q2 a differentiated and flexible approach on co-financing should be pursued by allowing that local public beneficiaries, particularly in those local areas (EU15 and EU12) that are more in need, to have a reduced requirement of match funding /in kind contribution. 

Performance-based grants (Art. 108a FR and Art. 180a & 181 IR): The current system for the management of grants obliges beneficiaries to meet detailed eligibility conditions and requires multiple checks throughout the duration of a project. This can sometimes discourage potential beneficiaries from even applying for a grant. More simplified management of grants could be achieved through the use of various methods (such as lump-sums, scale of unit costs and flat-rates) avoiding the current complex accounting of costs. The Commission could also envisage a new management system to cover costs based on the expected outputs of a project, i.e. the concrete objectives which are achieved.

Question 3: Should the use of lump sums, flat rates become the norm rather than the

exception? Should the rules allow for costs to be covered on the basis of expected

outputs? If yes, can you provide concrete examples?

· The recent moves in Cohesion Policy as regards to lump sums and flat rates is welcome and should be generalised and made permanent in other EU funding streams. 
· to apply a flat-rate system for technical assistance.

· to define a higher rate of tolerable error for audit purposes (to 5% in ERDF)
· to apply a system of flat rates, overheads and standard costs to reduce administrative burden

· to use less restrictive evaluation criteria for innovative projects (to avoid current risk averse culture)

· We agree with the discussions at EU level that Cohesion Policy, and other policies should be more performance-based. As Q3 outlines this highlights a governance issue. We believe that performance can only be improved (and therefore moving away from a funding culture that is too focused on ensuring the regularity of expenditure rather than effects on the ground) via allowing greater flexibility. The key for achieving both performance (with verifiable results) and (implementation) flexibility, lies in partnership structures. 

· The Scottish model of Single Outcome Agreements could be then used as a possible template for managing a number of decentralised EU funding programmes.

	Case Study: Scottish Single Outcome Agreements 

- The Scottish Government and COSLA have jointly developed what it called a Single Outcome Agreement (SOA) that each Council and the Scottish Government have jointly signed. It encourages each council and their community planning partners to address 15 key national outcomes, and decide on which local indicators are used to measure their achievement at a local level. Each SOA covers a rolling three year period. 
- The approach gives a genuine element of local flexibility as each Council and their partners is ultimately free to prioritise the national outcomes according to local needs, circumstances and priorities. This can mean that a council chooses not to report around national outcomes they do not believe to be a particular priority in their area, and to invest much more heavily in those that are. 
- Mutual Accountability: each party to the Agreement (local authority, Scottish Government, and Community Planning Partners) has a shared interest in the delivery of the agreed outcomes, and they will jointly take ownership and responsibility for their respective contributions to these outcomes. 
- Therefore, the parties to the Single Outcome Agreement will be able to measure performance, and crucially, to hold each other to account for the delivery of specific commitments they make to enable the delivery of the agreed outcomes.  


Non profit rule (Art. 109 FR and Art. 165 IR): EU grants cannot generate profit for beneficiaries  since a subsidy should remain a mere incentive to support projects rather than have a commercial purpose. This often creates misunderstandings between the Commission and the beneficiaries as well as excessive administrative work.

Question 4: Should the rules strictly adhere to the non-profit principle or should there be

room for some flexibility in this matter? Do you have examples of good practices from

other public authorities?
· In the UK there have been concerns in the past that current EU funding rules should allow for  projects to be revenue generating. The fact that the Recovery package eases existing rules in Cohesion should be welcome; however it is necessary to generalise this to other sources of EU funding and  perhaps consider using both percentage rather than a fixed amount as threshold.
· For instance,  discounting any revenue generated where this is either in the context of a small scale  - less than €1m – project  or where the revenue generated represents less than a fixed – say 20% - proportion of the overall project size.  In the case of complex partnership projects a distinction needs to be drawn between genuine revenue generation on the one hand and legitimate charging by one partner for services provided by the other, for example the use of childcare facilities.
· The test here should be whether the costs are real (i.e. genuinely borne by the partner) additional, necessary for the execution of the project and represent where this can be verified no more than the “market” rate..
Ceilings for small grants: Current rules on grants comply notably with the principles of co-financing (Art. 172 IR), equal treatment and fair competition (Art. 173 IR). However, some flexibility is allowed for "low" value grants (≤ EUR 25,000 Art. 172.3 IR and Art. 173.2 IR) or "very low" value grants (≤ EUR 5,000 Art. 114.3 FR and Art. 175b IR). 
Question 5: What, in your view, would be the appropriate amount for low and very low value grants?

No comment
.  

Financial stability for grant applicants: Current rules foresee a gradual decrease of 'operating' grants, i.e. financing administrative expenditure (Art. 113.2 FR), notably to encourage beneficiaries to diversify and generate own resources. For similar reasons, the duration of framework partnership agreements, established as a long-term cooperation mechanism with beneficiaries (Art. 163 IR), is limited. Such provisions could be examined in order to find the most appropriate balance between the need for financial stability and the risk of excessive reliance on EU funds.

Question 6: How could the rules on operating grants be more flexible? In which way?

What are your views on the duration of framework partnership agreements?

COSLA understands the rationale for these provisions and the dangers that many organisations, particularly NGOs, face if their financial situation is too heavily geared to the receipt of European Funds. 
In general terms flexibility particularly during sharp economic impacts could also be welcome. A good example would be to allowing flexibilities for cross funding in times (for instance in the case of the Structural Funds between ERDF and ESF). 

'Cascading' grants involving third parties: The possibility for a beneficiary to redistribute part of its grant through subsidies to third parties is currently strictly limited (Art. 120 FR and Art. 184a IR), with a view to notably ensuring adequate monitoring and control of tax payers' money by the  Commission.

Question 7: Can you give concrete examples and types of actions where the strict

limitation on cascading grants became an obstacle for achieving the goal of your action?

No comment
2 - THE COMMISSION'S HANDLING OF FINANCIAL FILES

Background: The financial handling of contracts and grants by the Commission is designed to minimise the risks of error, irregularities and fraud, and to ensure a strict and adequate monitoring and control of tax payers' money. In practice, rules can create additional red tape and checks. The Commission is  examining whether these rules can be adapted and how, so as to ensure effective project management as

well as a high level of protection of the tax payers' interest.

Pre-financing payments to beneficiaries (Art. 5a FR): These payments are considered as the property of the Communities until the action has been fully implemented. As a consequence, the interests generated by these payments have to be reimbursed to the EU Budget. This creates  administrative and financial formalities (dedicated bank account, cash consumption analysis...) and checks.

Question 8: From your experience, what alternative solutions could be proposed for prefinancing

payments while safeguarding tax payers' money?

· We welcome the recent flexibilities introduced in relation to advance payments in Structural Fund and would welcome similar moves in other funding streams.

Pre-financing guarantees (Art. 152 IR): These guarantees are required to reduce the risk of EU money being lost in case the beneficiary goes bankrupt or otherwise fails to implement the project or repay the money. Yet, the corresponding amount is usually blocked by the bank guarantor, removing the  advantage of the pre-financing.

Question 9: What mechanism, other than pre-financing guarantee, could be explored

while ensuring adequate protection of community funds?

No comment – this issue does not directly affect Scottish local authorities
Tendering thresholds for low value contracts (Art. 129 IR): Under certain thresholds, the procedure is simplified: contracts may be awarded on the basis of a single tenderer and payments can be paid made against invoices.

Question 10: Based on your experience, do you think current thresholds are still adequate

or should they be increased, and why?

· CoSLA  fully supports the needs to ensure transparency and best value in securing goods and services required for the delivery of projects co financed by European Funding programmes. However there needs to be greater discretion at the lower end of the scale for less bureaucratic procedures for small value projects. 
· COSLA would recommend that as minimum the threshold below which no tender is required be raised to at least €1,000 from the current €500 and for seeking only one tender to at least €10,000 from the present level of €5,000. This would save an excessive amount of effort having to be expended at the audit and control stage on verifying procurement compliance on small scale activities. Audit and control should focus essentially on the major projects.
Paperwork for applicants (notably Art. 143 IR, Art. 172c IR and Art. 138a IR): As a rule, when participating in a tender or call for proposals, applicants are invited to provide detailed information on their organisation and to present a comprehensive proposal on their project and/or offer. To fulfil these conditions more easily, the current rules foresee the possible use of e-tools but, in practice, this possibility is under-utilised for various technical reasons linked, among other things, to the authentication of documents. In another effort to reduce paperwork, the Commission has also created the possibility to split the grant selection process into 2 steps (Art. 178 IR) with a view to only inviting the applicants most likely to be successful to submit a full application. However, while this new procedure reduces work for applicants, it increases the duration of the selection process quite significantly. Considering the above, one idea to continue reducing paperwork could be the introduction of a "label" system so that organisations that have successfully carried out a project and/or contract send only documents relevant to the new application.

Question 11: How could the application procedure for both grants and contracts be

further improved?

· Contracts of Confidence : COSLA would support that the idea of allowing auditing and control to be exercised nationally with only European Commission certifying the total MS envelope should at least be considered within the context of the current discussions for the future of EU funding– there are Treaty issues here but there are emerging arguments for it to be explored.

· We support a move to a more IT-based management and audit processes, including:
· All information –bids, beneficiaries- should be made public via a dedicated website

· Applications should be possible to be made online 

· Documents should be able to be scanned and stored online

· All financial information should be hosted only via a standardised website or at least a network of identical standardised websites such as those already existing to implement several key pieces of EU legislation (REACH, SIS, Services Directive). 
· to reduce the maximum of years the documents should have to be electronically stored from 10 to 3 years. Audit and control activity should as far as possible be done in “real time” rather than about 10 years after the event.
· to provide more consistent guidance applicable to EU funding programmes in respect of record keeping requirements and applicable for the whole life of the programmes
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