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EXPLANATORY NOTE FOR LAST REVISION: 

In preparation of Version № 5 of PIM in March-October 2008 regarding the activities related to identification, preparation and modification of ISPA projects the following circumstances were taken into account:

· As of 1 January 2007, ISPA Programme is closed and it is not expected to perform any activities for identification and preparation of new projects.

· All Financing Memoranda are signed and projects are at implementation stage.

· After 1 January 2007, Bulgaria is EU member-state and the implementation of all approved measures financed under the pre-accession ISPA programme is going on complying with the rules of Cohesion Fund, EC Regulation 1164/94. 

· Regarding the transition to CF, EC Regulation 1164/94, the glossary of terms is changed, but not the general rules for projects implementation. 

· The Agreement between the Head of Managing Authority (former Sectoral Authorizing Officer) and Head of Paying Authority (former National Authorizing Officer) is changed with a letter of the Head of Paying Authority and it refers to the titles of the stakeholders and it does not refer to their functions. 

· The agreements with project beneficiaries (Project Implementation and Project Management Units) are signed and are in force. 
· A new Operational Agreement is signed between the Managing Authority within the Ministry of transport and the Intermediate Body within the National Road Infrastructure Agency concerning the implementation of road projects.
In relation to the above-mentioned Section E from PIM “Project identification, preparation and modification” has been partially revised in September 2008. As during the project implementation phase it is expected some of the rules to be used a revision is made concerning the following parts of the section:
· E 3.3: Modification / amendment of ISPA FM;
· E 4.3: Modification of the Implementing Agreement;
· Annex E01: ISPA Modification Proposal.
A new part is developed: Part E 6: OPERATIONAL AGREEMENT (MA – IB) regarding the new Operational Agreement signed between the Managing Authority within the Ministry of transport and the Intermediate Body within the National Road Infrastructure Agency delegating the responsibilities to the IB.
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	       Modification of Financial Memorandum


E.1 ISPA STRATEGIES

The production of strategic documents is not only conducive to a better adoption of the Acquis Communautaire, but also to a more profound understanding of the project objectives and faster approval for funding under ISPA.

E.1.1 Preparation and approval of the ISPA National Sectoral Strategies

Although ISPA is an instrument for financing projects, the approval of individual projects is preceded by the production of two sets of strategic documents:

· the framework documents for ISPA Funding by the EC,
· the national sectoral ISPA strategies submitted by the beneficiary countries.
The national ISPA strategies are based on and make reference to the Accession Partnerships (AP) and on the National Programmes for the Adoption of the Acquis (NPAA). They must be consistent with the National Development Plans and can be regarded as an Annex to these documents focusing on specific infrastructure needs that fall within the scope of ISPA. 

The objective of the strategies is to lay down the guidelines and the framework for effective use of ISPA for the environmental and transport sectors. 

ISPA Framework Documents: the EC has prepared framework agreements for ISPA funding in the sectors of environment and transport, in order to specify the field of intervention for ISPA funding (e.g. investment-heavy directives for the environment sector), and to guide the drafting of the national ISPA strategies. The key issues include:

· Community dimension of investments

· Compliance with the acquis communautaire

· Concentration on projects with impact on a maximum number of people

· Maximisation of financial leverage.

E.1.2 Preparation of the strategies

The ISPA transport strategy and the ISPA environment strategy are prepared by the relevant competent bodies (normally ministerial departments).
The Strategies are subject to the approval of the Council of Ministers. The approved Strategies for both sectors are submitted to the EC through the National ISPA Co-ordinator (NIC).

The Strategies should address the programming exercise from three perspectives:

· Sector and sub-sector priorities,
· Geographical priorities (e.g. transport bottlenecks)

· Financial engineering (best use of grants in combination with own resources).

Developing the National Sectoral ISPA strategies (for transport and environment) is a national responsibility, but should meet criteria and regulations set by the EC. They must take full account of EU priorities and legislation (as defined in the framework documents for ISPA funding). They should also be coherent with the position papers on environment and transport presented by Bulgaria in the framework of its accession negotiations with the EU.

The National Sectoral ISPA strategies provide the framework for project identification and set out the criteria for selecting and appraising proposed projects. They must be consistent with National Development Plans and make reference to the Accession Partnerships and the Acquis.

These strategies, within the context of the broader planning documents, constitute a framework for ISPA assistance to Bulgaria, and can be reviewed and revised as appropriate. 

E.1.3 Submission of the ISPA strategies to the ISPA Management Committee

The national ISPA strategies are not intended to be legal document, but rather as a tool in the selection of ISPA projects. In order to perform this role coherently, the strategies are based on a strong and detailed sector-wide analysis, linking the objectives and priorities identified to specific project proposals, with their possible financing. 

Prior to the finalisation of the document, national authorities and the EC must discuss and agree on the final draft. The EC presents the various national ISPA strategy documents to the ISPA Management Committee for information, in order to provide the context within which specific projects are proposed. This provides the members of the ISPA Management Committee with a better understanding of the transport and environmental needs of the beneficiary countries, as well as the logic behind various ISPA priorities.

The EC agreement on ISPA strategies does not imply its approval of all the projects identified within these documents. The existence of a coherent policy framework ensures that the country has followed a sector-wide approach, setting directions for developments, in which the projects can be fruitfully designed. 
All measures have to be individually proposed and submitted to the EC for consideration under the usual EC procedures. 

In all cases, project proposals are submitted by the EC to the ISPA Management Committee for its opinion, before an EC financing decision is taken and the ISPA FM signed.

E.2 APPLICATIONS FOR ASSISTANCE

E.2.1 ISPA Pipeline projects
E.2.1.1 Principles and objectives of ISPA Investment Support

All ISPA support for investment must respect the principles defined by the EC.


E.2.1.2 Communication during the project preparation

During the project preparation phase it is important to maintain proper communication between all project stakeholders.  

There should be routine meetings between the principal project stakeholders to discuss progress, problems and issues. 

Final Beneficiaries should appoint a person who will be responsible for the internal coordination of their inputs. 
If the project is directed to a single beneficiary, this is straightforward, but with multiple beneficiaries it is more complex.  For multiple beneficiaries the latest should be persuaded to identify a single individual as Coordinator. 
This has the benefit of starting the beneficiaries coordinating their efforts at an early stage as they will have to do later.  If the project is multi-site, then it is necessary to identify one representative from each of the sites.

E.2.1.3 Technical assistance

According to the ISPA Regulation and in the framework of measures of possible ISPA financing, technical assistance funds may also be granted in order to accomplish, among others, the following tasks:

· preliminary and preparatory studies;

· assistance for the implementation of ISPA projects through support for tender preparation evaluation, project management, supervision, and monitoring;

· development of methodologies on appraisal and assistance for decision makers (e.g. finance engineering, Public Private Partnership (PPP), Concession regimes, etc.);

· co-ordination and consistency with the Accession Partnership;

· information and publicity measures.

This assistance should aim mainly at building up the project pipeline through strategy studies, project preparation, and assistance for implementing authorities (e.g. creation of Project Implementation Units, etc). 

Institution building support schemes for specific projects not financed by ISPA, such as the organisation of Project Implementation Units (or other invested parties for the ISPA project), may be set-up by and co-ordinated, inter-alia, through arrangements made under PHARE or other relevant programmes, including bilateral assistance. 
E.2.2 Preparation of the Applications for assistance [Application forms]
The EC formally recognises the project (project stage/group of projects) as a candidate for ISPA financing through the formal submission of the completed ISPA project Application Form to the EC, and its acceptance. The information contained in the Application Form (and its annexes) is the basis for the appraisal of the project. 

The electronic versions (in pdf [image: image1.png]


 and word formatshttp://www.inforegio.cec.eu.int/wbpro/ispa/ispa_en.htm


) of the Application Forms are available online for downloading on EC website:  :

a) Application Form for ENVIRONMENT projects [image: image3.png]




 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/download/ap_envi.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET [image: image4.png]




 

· Information sheet for drinking water projects 



 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/ispa/pdf/infosheet_drinking_water.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET 



· Information sheet for solid waste projects 



 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/ispa/pdf/infosheet_solid_waste.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET 



· Information sheet for wastewater projects 



 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/ispa/pdf/infosheet_wastewater.pdf.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET 



b) Application Form for TRANSPORT projects [image: image11.png]




 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/ispa/pdf/infosheet_wastewater.pdf.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET [image: image12.png]




 

c) Application Form for Technical Assistance on demand of the beneficiary country [image: image13.png]




 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/download/aptec.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET [image: image14.png]




 

· Annex 1 - Only for TA for transport projects. [image: image15.png]




 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/download/ap_annex1.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET [image: image16.png]





· Annex 2 - Only for TA for environment projects. [image: image17.png]




 HYPERLINK "http://www.europa.eu.int/comm/regional_policy/funds/download/ap_annex2.doc" 

INCLUDEPICTURE "F:\\..\\..\\..\\..\\..\\Application Data\\ISPA Manual 24.04.2005\\Local Settings\\Local Settings\\Temp\\Documenti tecnici riferimento\\EUROPA - Regional Policy Inforegio 4_file\\i_doc.gif" \* MERGEFORMATINET [image: image18.png]





The applications should comprise the Application Form, properly completed, appendixes and supporting documents. It should contain all relevant administrative, technical, economic and financial information related to the project.

The data contained in the application is the basis for appraisal of the project. 

E.2.2.1 Feasibility Study

Completion and submission of the ISPA Application Form to EC is the responsibility of the Bulgarian authorities. Consultants may be hired under a Service Contract to support the preparation of a Feasibility Study. 
In such case the scope of the Service Contract includes :

· preparation of the Feasibility Study

· preparation and completion of the Application Form and supporting data,

· feedback and information concerning the nature and scale of the Environmental Impact Assessment (see E.2.2.4) required, based on the findings of the Feasibility Study [this information should be available as early as possible since an Environmental Impact Assessment is generally needed],

· provision of ad hoc support during the ISPA Application approval process until signature of the ISPA FM.

In order to facilitate the project and to avoid the need for separate funding, the scope of work assigned to the Feasibility Study Consultant may also include as an extra item the preparation of “Terms of reference for services related to the preparation of Construction tender documents”. 

Preparation of the works tender documents by Feasibility Study consultant

It is not recommended to include in the scope of the Feasibility Study Terms of Reference for the preparation of works tender documents because:

· the exact scope of the construction works is not known, 
· the forms of contract (FIDIC Red, Yellow or Silver) is not known (differences in the volume of work required between FIDIC Red, Yellow or Silver forms of contract are also considerable) since it will derive from the ISPA FM itself based on the Feasibility Study,

· it is impossible to determine a firm starting date for the works between the ISPA application submission and the signature of the ISPA FM, 

Preparation of the works tender documents by the Feasibility Study consultant might be considered only if there are time constraints and the scope of the works tenders can be reasonably accurately predicted at the outset.

Project Area

All investment projects have a scope and a project area. These are normally fixed before a Feasibility Study is commenced. However, they should include the possibility for addition or deletion of items and areas that may have a significant impact on the economics of a project.  This process must be justified by use of options with and without, for instance by including a town adjacent to the project area the unit cost may be reduced and the project becomes affordable. Likewise deleting part of the project area may improve the economics. The deleted area may be better served by being included in another project.  

E.2.2.2 Decision making

Scope of the Feasibility Study Terms of Reference : The Head of the ISPA IA should :

· consult with the Final Beneficiaries, the SAO and relevant EC representatives to ensure that the scope defined satisfies all key stakeholders,

· make decision on the exact scope of the Feasibility Study Terms of Reference,

· decide and ensure the availability of source of funds for funding the Feasibility Study.

Project Scope : The Head of the ISPA IA should consult with the Final Beneficiaries, the SAO and relevant EC representatives to ensure that the defined project scope satisfies all key stakeholders,

There may be conflicts in that the Final Beneficiary may want to extend the scope of the project whereas the SAO, considering financial implications, would want to restrict the project scope.

Agreement on the project scope should be formalised and duly documented as well as the approval of the SAO.

E.2.2.3 Key issues to be considered in the Applications for assistance

The essential information to be transmitted in the Application Form is determined in the ISPA Regulation. In this context, special attention needs to be paid to:

· Coherence of the project proposed with the relevant National ISPA Strategy. This is of the utmost importance as it will determine from the start the acceptability of the project by the EC,
· The cost-benefit analysis

· The financial analysis: assessing the financial viability of the project, its revenue generating capacity and the need for grant assistance.

· The institutional capacity of the ISPA Implementing Agency;

· Environment integration measures: for projects falling under the scope of the EU Environmental Impact Assessment Directive (85/337/EEC as amended by 97/11/EC) a similar procedure to the EU standards is required.

· The compatibility of the measures with Community policies, in particular compliance with competition and public procurement rules. This means respect of the principles concerning “state aids” and of tendering rules (equal treatment of competitors, fair competition). 

· The financing plan : proposed by the ISPA IA in the application, it shall present the total financing of the measure over its period of implementation according to the source of funds: this means information on the anticipated supply of ISPA funds, the national counterpart funds, as well as the amount and terms of co-financing sought from other sources (EIB, EBRD, etc.), including private sources.

· The procurement plan which is additional essential information of financial character in the application, has to give an overview of the different types of proposed contracts to be tendered and entered into by the implementing authority. The information to be presented relates to:

· type of tender (applicable procurement procedure)

· type of contract (services, supplies, works),

· estimates for the financial envelopes of the different contracts.

E.2.2.4 Flow of information for Environmental Impact Assessment






E.2.3 Review of the applications

The timely appraisal and the approval of project depends on the quality of the application, as well as on the results forecasted, these must be supported and justified in the supporting documents/studies presented. If not complete, the EC can reject a submission.

Before submission of the Application Forms to the EC, the Bulgarian Authorities must review the Applications for Assistance to ensure their quality and completeness to avoid any further rejection by the EC.

Applications for Assistance are prepared by the relevant ISPA IA, although in general Applications are commonly prepared by international consulting firms funded under Pre-accession Community Programmes.
The Application is also reviewed by the experts of the relevant Ministry. The ISPA IA must check the content and all the financial data on the basis of which ISPA assistance, national contribution and other contributions (i.e. IFI) are requested. 
The draft Application should be submitted to the review of :

· the National ISPA Coordination Unit
,

· the National Fund Directorate
 in the Ministry of Finance

· any other relevant institution, if needed

The National ISPA Coordination Unit and the NF Directorate comment the Application Forms as relevant. 
The final version of the Application Form is submitted to the EC by the National ISPA Coordination Unit upon signature of the National ISPA Coordinator. 

E.2.4 Approval of the Applications for assistance by the EC
When the application is received, the EC sends a first standard letter to the NIC to acknowledge receipt of the Application.

When the Application has been screened and is considered acceptable [i.e. that the Application contains sufficient information to begin the project assessment process] the EC sends a second standard letter to the NIC confirming the acceptability of the Application. If the Application for Assistance is not acceptable, a letter explaining this is sent to the NIC, providing for details on the reasons for non-acceptance. In the second standard letter, the project is assigned an identification number for further reference.

The project application is submitted to a first inter-service consultation, to give the EC services concerned the opportunity to make their initial remarks about the proposal. This will lead to further analysis and discussion with the Bulgarian authorities in order to clarify some aspects of the project or to modify the project concept. This will result in a draft Financing Memorandum, which forms the basis of a second inter-service consultation.

During the EC review period, the EC services ask questions, request clarifications and often make site visits. Answers to such requests should be transmitted to the EC by the NIC on the basis of inputs from: 

· SAO/ ISPA IA

· NIC services

· NAO/ NF

· Final Beneficiaries

· Feasibility Consultant

A second inter-service consultation is launched to ensure agreement of all EC services concerned. 

It typically takes about 8-10 months from transmission of the Application to the EC until signature of the ISPA FM.

E.3 ISPA FINANCING MEMORANDUM
E.3.1 Draft Financing Memorandum
The Draft Financing Memorandum prepared by the EC for the second inter-service consultation is submitted to the ISPA Management Committee for its opinion. It includes:

· A main text to be signed;

· A description of the measure (beneficiary country, name of the measure, location of the measure, maximum eligible expenditure, rate of assistance, maximum amount of assistance, amount of advance payment, date of completion) – Annex I to the FM;

· A financing plan - Annex II to the FM;

· A detailed implementation provisions: financial provisions, eligibility of expenditure, model for reporting on financial and physical progress, minimum requirements on financial control, irregularities and recovery of sums wrongly received under ISPA and information and publicity requirements - Annex III to the FM.

The Draft FM is transmitted by the National Coordination Unit [Management of EU funds Directorate in the Ministry of Finance] to the National Fund and the Managing Authority to review the content of the Draft ISPA (CF 1164/94) FM and especially its compliance with the related approved application.

E.3.2 Signature of the Financing Memorandum

Once the final version of the FM is approved by Head of PA, NC and Head of MA, the final FM is signed by :

· on behalf of the EC: the Commissioner or the Director-General for Regional Policy
· on behalf of Bulgaria: the National Co-ordinator.

Only when the EC has duly signed the FM, the incurred expenditure will be eligible for ISPA assistance.
Within 3 months after signing the Financing Memorandum by both parties, the Head of MA should verify that it is available on internet (See B.2.1.2)

E.3.3 Modification / amendment of Financing Memorandum
In case modification of Financing Memorandum occurs, it must :

· be strongly justified, 
· comply with the FM provisions,

· be formalised in the form of an addendum to the FM.

Amendments of the FM may be made :

· upon suggestion expressed by the MA as part of the Monitoring Sheet submitted to the half-yearly Monitoring Committees.. 

· by exchange of letters between the EC and the NC (with information / agreement of the PA);

· unilaterally by the EC.

Main reasons for modification of the FM could be :

· Modification of the completion date because of :

· Delays in contracting or/and implementation process caused by various factors, which lead to the necessity of time extension in order to fulfil the FM scope;

· Extension of the FM objectives, which needs an extension of time;

· Other reasons.

· Modification of the Financial Plan, because of :

· Funds are spared/saved under the FM and the MA decides to not use them;

· Extension of the FM objective,
· Extension of budget (due to changes of objectives, etc.)
· Other reasons.

· Modification of the measure characteristics due to various reasons;

· Modification of the FM in case minor errors identified post-factum in the initial version;
· Modification of the procurement plan, which can be agreed by exchange of letters between the EC and the NC and Head of PA at the MA initiative.

Procedure for the approval of the modification

1. MA proposes the changes in its Monitoring Sheet which is submitted for the next meeting of the Monitoring Committee

2. The Monitoring Committee examines the suggestion and formulates recommendation on the acceptability of the modification proposed.

3. MA prepares the Modification Proposal [standard format in Annex III.3.b of the FM). 
4. The Modification Proposal should be accompanied by all the supporting documents (i.e. pre-feasibility or feasibility studies, environment impact assessment, cost – benefit analysis etc.) 
5. The Head of MA must ensure that the Modification Proposal is properly controlled within the MA
6. The Head of MA approves the Modification Proposal before submission to the NC (and copy to the Head of PA) 

7. The NC is responsible for transmission of the Modification Proposal (after consultation and agreement with the Head of PA) to the EC services.

8. The EC services analyse and appraise the Modification Proposal and inform the NC, Head of PA and Head of MA on their decision (approval or rejection).

Where the projects are implemented trough an Intermediate Body with the relevant responsibilities delegated in the Operational Agreement the changes in the FM are initiated by the IB. Draft Modification Proposal is prepared by the Intermediate body and submitted to the MA with all necessary justifications and supporting documents. The MA reviews the submitted draft Modification proposal, amends where it is appropriate and makes proper controls. The additional information and justification is requested from the IB, if it is necessary.
E.4 IMPLEMENTING AGREEMENT (Head of PA – Head of MA)
The Head of PA shall conclude an Implementing Agreement with each of the MAs. These agreements cover all measures handled in the respective MA and they shall :

· identify the Managing Authority
· describe in detail the responsibilities of the Head of MA
 (ex-SAO) and the responsibilities of the Head of PA (ex-NAO) in addition to the provisions of the MoU on the Utilisation of the National Fund for ISPA, Article 3. 

· establish the responsibilities of the MA under CF, EC Regulation 1164/94 for the following:

· the sound administrative, financial and technical management and monitoring of projects;

· signature of contracts;

· implementation of projects on the basis of the relevant / applicable procurement rules
;

· verification of invoices prior to payment to contractors;

· maintaining a viable technical and financial reporting system;

· maintaining of a separate accounting system or adequate accounting codification of all transactions concerned for each measure co-financed by CF, Regulation 1164/94;

· transmission and verification on a regular basis to the PA of information on financial and physical progress necessary for the latter to submit payment requests to the EC in accordance with the requirements of the Financing Memorandum;

· declaring to the PA that the above information is accurate and can be substantiated by original documentation held by the MA,

· maintaining the aforesaid documentation for a period of minimum five years following the last payment in respect of a project.

· lay down detailed provisions for the transfer of funds and bank account structure.

E.4.1 Preparation of the Implementing Agreement

The standard text of the Implementing Agreement must be prepared by the Paying Authority taking into account the provisions of :

· the MoU for the Utilisation of the NF for ISPA purposes, 
· the Bulgarian legislation, 
· the applicable Procurement procedures,

· the internal rules and procedures of the National Fund Directorate as Paying Authority,

The legal duration of the Implementing Agreement shall correspond to the whole duration of all the FMs implemented by the MA until final closure.

E.4.2 Signature of the Implementing Agreement

The Implementing Agreement must be signed by :

· the Head of Paying Authority,
· the Head of Managing Authority for CF, EC Regulation 1164/94, on behalf of the Managing Authority.

E.4.3 Modification of the Implementing Agreement

The Implementing Agreement may be amended in writing by common consent of the parties. 

Any modification / amendment must be formalised in the form of an addendum to be signed by the Head of Paying Authority and the Head of Managing Authority for CF, EC Regulation 1164/94.

E.5 OPERATIONAL AGREEMENT (Head of MA, CF 1164/94 – Final Beneficiary)

The Head of MA under CF, Regulation 1164/94, may delegate responsibilities to the Final Beneficiaries, but retains final responsibility for implementation and must retain sufficient supervision of the activities delegated. 
The Head of MA should ensure that the detail of division of responsibilities and obligations between the Head of MA and the Final beneficiaries are specified in an Operational Agreement to be concluded between the Head of MA and the Final Beneficiaries. 
A third institution may be party to the Operational Agreement (i.e. local authority, water company, etc…)

E.5.1 Preparation of the Operational Agreement

The wording of the Operational Agreement is defined on a case by case basis depending on the features of the projects and the implementation arrangements. Yet, it should contain as a minimum requirement all information needed to ensure to the Head of PA that the following conditions are fulfilled:

· The MA under CF, EC Regulation 1164/94, the delegated bodies and the final beneficiaries have fulfilled the requirements of Sections III (3) and (6), VII of Annex III.1 and observed the terms of the Financing Memorandum;

· Procedures operated by the MA and by the Final Beneficiaries  to:

(a)
verify the authenticity of expenditure claimed and execution of the measure in accordance with the terms of the Financing Memorandum and the objectives assigned to the measure;

(b)
ensure compliance with the applicable rules; and 

(c)
maintain the audit trail.

are properly defined, formalised and communicated to the Head of PA.
The legal duration of the Operational Agreement shall correspond to the whole duration of the related Financing Memorandum until its final closure.

The Operational Agreement must be prepared by the MA under the authority of the Director of MA and subject to the formal approval of the Head of MA.

E.5.2 Signature of the Operational Agreement

The Operational Agreement must be signed by :

· the Head of MA under CF, EC Regulation 1164/94,

· the legal representative of the Final beneficiary,

· the legal representative of any third party (if applicable).

Submission to the Paying Authority
In order to ensure that the Head of PA is timely informed of the implementation arrangements made by the Head of MA, the Operational Agreements should be submitted to the Head of PA after signature by the parties (and copy should be transmitted to the NC).

E.5.3 Modification of the Operational Agreement

The Operational Agreement may be amended in writing by common consent of the parties. 

Any modification / amendment must be formalised in the form of an addendum to be submitted to the Head of PA after signature by the parties to the Operational Agreement.
E.6 OPERATIONAL AGREEMENT (MA – Intermediate Body)

The Head of MA under CF, EC Regulation 1164/94, may delegate tasks to the Intermediate Body, but retains final responsibility for implementation and must retain sufficient supervision of the activities delegated. 

The Head of MA should ensure that the detail of division of responsibilities and obligations between the Head of MA and the Intermediate Body are specified in an Operational Agreement to be concluded between the Head of MA and the Intermediate Body. 

E.6.1 Preparation of the Operational Agreement

The wording of the Operational Agreement is defined on a case by case basis depending on the features of the projects and the implementation arrangements. Yet, it should contain as a minimum requirement all information needed to ensure to the Head of PA  that the following conditions are fulfilled:

· The MA under CF, EC Regulation 1164/94 and the delegated bodies have fulfilled the requirements of Sections III (3) and (6), VII of Annex III.1 and observed the terms of the Financing Memorandum;

· Procedures operated by the MA and by the Intermediate Body  to:

(a)
verify the authenticity of expenditure claimed and execution of the measure in accordance with the terms of the Financing Memorandum and the objectives assigned to the measure;

(b)
ensure compliance with the applicable rules; and 

(c)
maintain the audit trail.

are properly defined, formalised and communicated to the Head of PA.

The legal duration of the Operational Agreement shall correspond to the whole duration of the related Financing Memoranda until their final closure.

The Operational Agreement must be prepared by the MA under the authority of the Director of MA and subject to the formal approval of the Head of MA.

E.6.2 Signature of the Operational Agreement

The Operational Agreement must be signed by :

· the Head of MA under CF, EC Regulation 1164/94,

· the Head of Intermediate Body (for the road projects - the legal representative of the road administration).

Submission to the Paying Authority

In order to ensure that the Head of PA is timely informed of the implementation arrangements made by the Head of MA, the Operational Agreements should be submitted to the Head of PA after signature by the parties. After signature the copy should be transmitted to the Head of PA and NC.

E.6.3 Modification of the Operational Agreement

The Operational Agreement may be amended in writing by common consent of the parties. 

Any modification / amendment must be formalised in the form of an addendum to be submitted to the Head of PA after signature by the parties to the Operational Agreement.

(	Guide to Cost-benefit analysis of investment projects prepared by Evaluation Unit DG Regional Policy EC
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(	For further details see EUROPA web site 


� HYPERLINK "http://europa.eu.int/comm/regional_policy/funds/ispa/ispa_en.htm" ��http://europa.eu.int/comm/regional_policy/funds/ispa/ispa_en.htm�
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(	ISPA Regulation �Art. 7 and Annex 4





(	For further details see EUROPA web site 


� HYPERLINK "http://europa.eu.int/comm/regional_policy/funds/ispa/ispa_en.htm" ��http://europa.eu.int/comm/regional_policy/funds/ispa/ispa_en.htm�





DG Regio ISPA Manual : � HYPERLINK "http://europa.eu.int/comm/regional_policy/funds/download/manu_en.pdf" ��http://europa.eu.int/comm/regional_policy/funds/download/manu_en.pdf�




























































































(	Checklist Annex E01 �Modification proposal





(	ISPA FM Annex III.4 �Management and control systems for assistance granted from ISPA and the procedure for making financial corrections Section 8 - Certification of expenditure





(	ISPA FM Annex III.4 �Management and control systems for assistance granted from ISPA and the procedure for making financial corrections Section 8 - Certification of expenditure








(	ISPA FM Annex III.1 �Section X – Period of Eligibility §(2) – Modification of projects








(	Annex E01 �CF (EC Regulation 1164/94) Modification proposal








� Management of EU funds Directorate in the Ministry of Finance under the responsibility of the National ISPA Coordinator


� Under the responsibility of the National Authorising Officer


� Appointed by the Head of PA, after consultation with the NC


� Under EDIS and until accession : PRAG
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