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Interreg Programme Management Handbook

Guide to the 2021-2027 period

The Interreg Programme Management Handbook comprises a series of factsheets. They can be read
individually, or collectively, to understand the relevance of certain aspects of Interreg management.
They cover the relevance, legal basis, key challenges and approaches to the given subject.

Factsheet | Eligibility of expenditure

1. What is it? What is the definition of this work?

Eligibility of expenditure is a term that refers to expenditure incurred in relation to the implementation of
Interreg programmes and their projects, and which is eligible for support from EU funds.' Apart from the
implementation phase, programmes may also finance preparatory and closure activities.

In all cases, expenditure can only be deemed eligible if it is in line with EU rules, as well as with
programme and national rules, where applicable. Disregarding these rules leads to irregularities and
financial risks not only for the project partners, but also for the programme and the Member States that
are liable for the costs in the last instance.

Eligibility of expenditure can be discussed by way of the following criteria:

1. WHAT IS FINANCED? — scope of intervention, | 4. WHICH COSTS? — expenditure categories and
priorities and types of activities elements of costs

5. HOW CALCULATED? — calculation of eligible

o .
o LY = e Eed expenditure, including simplified cost options

3. WHERE? — geographical location 6. HOW JUSTIFIED? — audit trail

' For presentation purposes, this fact sheets focuses on expenditure by project partners (beneficiaries). More information on expenditure for the
financing of programme management and management structures (Technical Assistance) can be found in the fact sheet: Technical Assistance in
Interreg.



1. Scope of intervention, priorities and types of activities — the main principle governing the
eligibility of costs is that expenditure must be directly connected to project activities, and it must
be necessary for project preparation ,implementation or closure. In the 2021-2027 period,
programmes can only support activities that contribute to achieving specific objectives as
defined in Article 3 of the Regulation (EU) No. 132021/1058 (the ERDF Regulation) and Article
14 of the Regulation (EU) No. 2021/1059 (the Interreg Regulation). In addition, Article 5 of the
ERDF Regulation provides rules on the types of activities that can be undertaken. Any
expenditure related to activities that fall outside this scope is not eligible, thus cannot be co-
financed from the European Regional Development Fund (ERDF). Similarly, Annex Il of the
Regulation (EU) No. 2021/1529 (the IPA Regulation) lists thematic priorities for cross-border
cooperation activities that can be supported from the Instrument for Pre-accession assistance
(IPA 1I).

2. Time period — there are limits as regards the time period during which expenditure can take
place. According to Article 63 of the Regulation (EU) No. 2021/1060 (the CPR), any costs must
be incurred by a beneficiary and paid between the date of submission of the programme to the
European Commission (EC) or from 1 January 2021, whichever is earlier, and 31 December
2029. The same time scale applies in the case of expenditure reimbursed in the form of
simplified cost options (actions that constitute the basis for reimbursement must be carried out
between 1 January 2021 and 31 December 2029). Moreover, no expenditure can be eligible if
the related actions have been physically completed or fully implemented before the beneficiary
submitted an application for funding under the programme.

3. Geographical location —In line with Article 37(1) of the Regulation (EU) No 2021/1059 (the
Interreg Regulation), all or part of an Interreg operation may be implemented outside of a
Member State, including outside the Union, provided that the Interreg operation contributes to
the objectives of the respective Interreg programmez.

4. Categories of costs and cost elements — the Interreg Regulation sets out specific EU rules on
eligibility of expenditure for Interreg programmes with regard to six categories of costs: (1) staff
costs, (2) office and administrative costs, (3) travel and accommodation costs, (4) external
expertise and services costs, (5) equipment costs and (6) costs for infrastructure and works. It
lists cost elements that can be eligible under each of these categories. These specific rules
apply without prejudice to the eligibility rules defined in Articles 63-68 of the CPR.

5. Calculation of eligible expenditure — for the expenditure to be eligible, it has to be calculated in
the correct way. In the majority of cases, the amount of expenditure will be as indicated on the
paid invoice, pay slip, etc. However, there might also be costs that only partially relate to the
project and here the relevant share must be determined; e.g., the cost of staff working part-time
on the project. The Interreg Regulation provides rules on the calculation of the eligible staff
costs to be reported on a real cost basis. On the other hand, the regulatory framework 2021-
2027 encourages the use of simplified cost options that should allow easier and quicker

2 Please see also Article 22(1) of the Interreg Regulation: “when all or part of an operation is implemented outside the programme area inside or
outside the Union, the selection of that operation shall require the explicit approval by the managing authority in the monitoring committee or,
where applicable, the steering committee”.
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determination of the eligible expenditure. There are provisions in the regulations that concern
simplified cost options; e.g., Article 54 of the CPR provides rules on how to calculate indirect
costs on the basis of a flat rate; Article 39 &41 of the Interreg Regulation introduce the
possibility of using a flat rate to calculate staff costs and travel costs respectively etc.

6. Retention of supporting documents (audit trail) — documentation must be available to prove that
the expenditure is eligible. The audit trail should not only demonstrate what was paid, but also
the need for this expenditure, whether it complies with all relevant rules, and that value-for-
money principles were observed. There are different sorts of documents and evidence in the
audit trail, depending on the cost categorys. There are also special rules as regards the proof of
expenditure reported as simplified cost options.* Moreover, the CPR defines a time period for
the availability of supporting documents. According to Article 82 of this regulation, all relevant
documentation must be kept for five years®; this period starts as from 31 December of the year
in which the last payment by the MA to the beneficiary is made.

In addition to the above criteria, there are rules and principles in other policy areas which may have an
impact on deeming expenditure eligible. These include publicity requirements, obligations to comply
with relevant environmental measures, equal opportunities, State aid, public procurement law, etc.

2. Why are we discussing it?

The financial support provided by Interreg programmes is based on the expenditure being eligible. As
discussed above, there are many rules that determine the eligibility of expenditure.

Even though many areas in the field of eligibility are regulated by the EU regulations, possibilities still
exist for Interreg programmes to set additional programme rules. However, these additional rules must
be without prejudice to the eligibility rules laid down in the regulations.

Stricter programme rules may only apply in matters that are not precisely regulated at EU level, and
where the EU regulations provide the Member States with a discretionary power to set such rules; e.g.,
where a flat rate may be applied of up to X%, the programme monitoring committee can decide that the
rate is lower for the whole programme area, for a given priority axis, or for a given participating Member
State.

Reference can also be made to national rules, but only with regard to matters that are not covered by
the eligibility rules defined either in EU regulations or rules set for the programme by the programme
monitoring committee. In other words, national rules cannot abolish or restrict the rules established at
any of the higher levels (EU level or programme level).

3 More information on the audit trail and the verification of expenditure in general is provided in the HIT cost category fact sheets:

4 More information on the audit trail and the verification of SCOs is provided in Practical implications of SCOs on control and audit work

5 Exceptions apply to projects receiving State aid
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3. What are the Legal references and basis for this topic?

For the 2021-2027 period, the EU legislative framework introduces a number of provisions concerning
eligibility that must be followed by all Interreg programmes. These EU legal provisions define a common
base for all Interreg programmes, and should facilitate their implementation in a coherent and
harmonised way.

Legislative framework:

e Regulation (EU) No. 2021/1060 (CPR), in particular Articles 63-768

e Regulation (EU) No. 2021/1059 (Interreg Regulation), in particular Articles 37-44
e Regulation (EU) No. 2021/1058 (ERDF Regulation)

e Regulation (EU) No. 2021/1529 (IPA Regulation)

°

[ ]

European Commission Guidelines on the use of Simplified Cost Options within the Funds
covered by Regulation (EU) 2021/1060 (CPR)

4. What are the challenges, key considerations and frequently asked questions?

Rules defined by the EU regulations and the obligatory uptake of these rules by all Interreg programmes
require that the rules are correctly interpreted. The correct understanding of the legal provisions is a
prerequisite for programmes to streamline their programme rules and communicate them to the
beneficiaries.

The main challenges relate to the following:

e Interpretation of the written rules. For example, the Interreg Regulation establishes lists
of expenditure elements eligible under each of the six cost categories.. Often there is no
definition provided on what is meant/covered by some of the expenditure elements, and
it is rarely explained what the differences are between some of them. This leaves room
for different interpretations.

e Understanding of the EU rules on calculation of staff costs. The Interreg Regulation
introduces one set of rules to follow for the calculation of the eligible (share of) staff
costs. these rules require that Interreg programmes and their beneficiaries interpret
them correctly and follow them as intended.

e Understanding and change management towards a broader use of simplified cost
options. In the 2021-2027 period, Interreg programmes are encouraged even more to
use simplified cost options as a way to promote simplification, reduce the risk of errors,
lessen the administrative burden and shift the focus to analysis of the achievements of
policy objectives. Even though a number of advantages are highlighted, past practices in
the control and audit of expenditure are still well rooted, thus it requires time and
persuasion to alter them.

e Decision on the form of support most relevant for the programme and beneficiaries on
the ground. As mentioned above, apart from real costs, the EU rules allow using
simplified cost options (flat rates, unit costs, lump sums) as another method for
calculating eligible expenditure and an alternative form for allocating the programme
funds. The programme monitoring committee should decide which options to apply. In
this process the following considerations are often taken into account: pros-and-cons
analyses of the different forms, consequences of using each option for the programme
management system, and the needs of stakeholders in the programme area. In cases
where different options are possible within the same area (e.g., staff costs can be
calculated either as real costs or on the basis of a flat rate according to Article 39 of the
Interreg Regulation), the choice is usually left to each individual beneficiary.
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5. How are they addressed?

The significance of some of the challenges mentioned above will change as programmes move from the
phase of preparation to programme implementation. During the preparation of a programme, one
essential issue is how to develop the most suitable rules for eligibility of expenditure: what categories of
costs will be eligible, to what extent will simplified cost options be used, what is stated in the EU
legislative framework, etc. Once the programme implementation starts and first projects are approved,
the focus shifts towards instructing beneficiaries on the eligibility of expenditure and how to calculate the
costs correctly in order to avoid errors.

As a way of addressing these challenges, many programmes are open to an exchange; they share
programme approaches and often work together to elaborate solutions to problematic issues. This
communication is also supported by INTERACT and facilitated through, for example, an online
exchange communities/networks on “Eligibility of expenditure” and “Interreg SCOs” . Programmes that
are involved participate in discussions that often lead to developing a common way of tackling
challenges or to finding answers to difficult questions.

On occasion, some of the issues call for interpretation by the legislator and consultation with the EC.
Clarifications by the EC, usually received in reply to a question posted by individual programmes, are
also shared via these online exchange communities.

If you wish to become a member of the online exchange communities on eligibility and SCOs, please
contact INTERACT.

6. How does it work in practice?

Even though the EU rules on eligibility of expenditure are now much more specific than in previous
periods, Interreg programmes draw up their programme rules in detail, and complement the rules laid
down by the EU regulations. These rules are communicated in programme documents, in order to
facilitate programme implementation and guide the beneficiaries.

The programme eligibility rules are structured according to the requirements of the applicable EU
regulations. The Interreg programmes operate on the basis of the six cost categories, as specified in the
Interreg Regulation:

Staff costs

Office and administration
Travel and accommodation
External expertise and services
Equipment

Infrastructure and works

Ok wN =

For the above mentioned six cost categories, the Interreg Regulation defines lists of expenditure
elements that are eligible under the respective category. With regard to some of the budget lines (i.e.,
staff costs, office and administration, and travel and accommodation), the lists are exhaustive and no
expenditure elements that do not figure on these lists can be co-financed. As for the other budget lines
(e.g., external expertise and services, or equipment), the Interreg Regulation makes it possible to add
expenditure, provided the cost is needed for the project.

In all cases, once the programme decides to use a certain cost category, all expenditure elements
falling under this category according to the Interreg Regulation is eligible; i.e., the programme cannot
exclude a single expenditure element from the defined list.
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In addition to the expenditure elements (and examples of expenditure provided for some of them) in the
Interreg Regulation, INTERACT developed a Matrix of Costs that specifies in more detail the different
examples of costs that can be deemed eligible in Interreg programmes.® The Matrix of Costs is a living
document; it is updated regularly as new examples of costs are identified. It is meant to harmonise
approaches between programmes and to make it easier for the beneficiaries and different programme
bodies to identify eligible expenditure under the appropriate cost category. Many Interreg programmes
refer to this Matrix for guidance on the allocation of eligible costs.

7. Good practice examples, innovative approaches
Other documents regarding eligibility of expenditure can be found on the INTERACT website:

e INTERACT HIT factsheets on cost categories: Staff costs, Office and administration, Travel
and accommodation, External expertise and services, Equipment, Infrastructure and works

e Matrix of Costs

e Factsheet on Technical Assistance in Interreg

o Factsheet on fixed percentage staff cost calculation method for staff working part-time on a

project

% Not all examples of costs included in the Matrix of costs may apply to all programmes.
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Disclaimer: Cooperation can be
complex, and while Interact’s job
is to make it easier, Interact
cannot offer assurances on the
accuracy of our pan-European
information in any specific
context.

Furthermore, understanding and
knowledge evolves throughout the
programming period. If you spot
something out of date or
inconsistent, please contact us at
communication@interact.eu
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