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Part 1 - Introduction

1.
Applications for ERDF grant must be made on form ERDF1. These notes explain how to complete the form. All applicants must also provide a Business Plan for their proposed project. Annex 1 gives guidance on what the plan should contain. 

2.
If you have any queries or need more advice than is given in these notes contact the appropriate Government Office. An address list is given  in Annex 2.

3.
ERDF is one of four Structural Funds made available by the European Union. In England ERDF is the responsibility of the Department of the Environment, Transport and the Regions. ERDF is administered by Government Offices in the nine English regions.

4.
Each area that receives an allocation of ERDF will draw up a strategic plan setting out what the funds will be used for. This plan is called a Single Programming Document (SPD).  Each  SPD will comprise a series of priorities and measures (broad areas of activity to be undertaken) agreed between the UK (as the Member State of the Union) and the European Commission (EC). The SPD will describe how economic regeneration will be promoted in certain specific areas over the period 2000 to 2006.  Details of the  SPD for your area can be obtained from the Government Office.

5.
Each SPD will be accompanied by a Programme Complement which gives more detail of how the Priorities amd Measures will be implemented. Much of the information you will need to complete your application will be found in the Programme Complement.  

6.
Projects for which ERDF grant is requested must fit one or more of the measures described in the SPD and the Programme Complement. Projects are individually assessed by the Government Office against detailed appraisal criteria and are ‘scored’  using a system  approved by the Programme Monitoring Committee that oversees the implementation of the SPD.  Details about the project appraisal system are available from the Government Office. 

7.
Projects must meet certain basic tests of eligibility. Projects must:

· Provide good value for money;

· Normally take place within the area specified in the SPD (there can be exceptions to this);

· Not be eligible for funding from, or fall within scope of, another EC funded scheme;

· Not duplicate existing or other planned  activity or expenditure;

· Provide quantified targets for what they will achieve over their lifetime and show clear links between these targets and the aims set out in the SPD and Programme Complement;

· Demonstrate an additional and sustainable benefit to the economic development of the area specified in the SPD;

· Have a sound  package of funding in place which clearly indentifies the recipients of funds and the sources of matched funding;

· Only require the minimum amount of grant necessary for the project to proceed.

8.
If a project application is successful grant will be offered on stringent terms and conditions.  In accepting the offer of grant the applicant will take on responsibility for compliance with these terms and conditions.  These include requirements to demonstrate satisfactory progress in delivering what the project has set out to achieve and adherence to an agreed pattern of spending.  Failure to meet these conditions may lead to grant being withdrawn and any paid being recovered from the applicant. All projects are subject to audit by both UK and EC auditors.  Officials from the Government Office will also have rights of access to the project and will visit to establish that sufficient progress is being made in line with the grant offer.

9.
Form ERDF1 can be used for Capital and/or Revenue (current) funded projects.

· Capital projects involve investment in property or other fixed assets and provide the infrastructure for existing and future industry and commerce. Examples of these projects include transport facilities, environmental improvements and industrial sites and factory units.

· Revenue (or current) projects provide support services to business, salaries and other running costs, promotional activities and research. Examples include business development advice to various small and medium sized businesses, tourism promotion and participation in research and development  initiatives.

10.
Applicants are advised to refer to any European Structural Fund publicity/information packs produced by the Government Office. In particular reference should be made to:

· the Programme Complement;

· any guides for applicants in the SPD area.

· the selection or value for money criteria from the relevant SPD.

11.
It is vital that projects follow clear and open procedures in any procurement they undertake. Where projects intend to let contracts  (capital or revenue)  the process must be open and normally competitive.  In addition certain bodies are required to observe EC Directives in respect of contracting. Details are given in Annex 3.  It is the responsibility of the project Applicant to ensure compliance with the appropriate Directives and more widely with good practice in procurement.
Part 2 - Notes for completion of Form ERDF1

Section 4 – Organisation Category Code

Use one of the following codes to describe the organisation making this application. This is necessary to ensure we can account properly for any grant that may be awarded to your project. If you think more than one code may apply please contact the appropriate Government Office for advice.  

Organisation making this Application
CODE NUMBER

LOCAL AUTHORITY SECTOR


Part IV local authority*
1

Town or Parish Council
2

Part V local authority company +
3

Other local authority body (please specify on form ERDF1 )
4

OTHER PUBLIC SECTOR


Government Department
5

Non-departmental public body (NDPB)
6

Educational institute
7

Nationalised industry
8

Other public body (please specify  on ERDF1 )
9

PRIVATE SECTOR


Profit distributing company
10

Former nationalised industry or other privatised body
11

Company limited by guarantee
12

Other private sector (please specify on ERDF1)
13

VOLUNTARY SECTOR


Registered Charity
14

Other voluntary sector (please specify on ERDF1)
15

*  
Local authority to which Part IV of the Local Government and Housing Act 1989 applies:

County Council

Metropolitan District Council

Non‑metropolitan District Council

London Borough Council

Unitary Authority

Peak District National Park, Lake District National Park and the Broads Authority

Other National Parks (from 1 April 1997)

Council of the Isles of Scilly

Lee Valley Regional Park Authority

Waste Authority

Passenger Transport Authority

+ 
Local authority company regulated by Part V of the Local Government and Housing Act 1989
Section 7 - Timetable

Give details of the project timetable. The `Proposed start date’ will normally be the date of the formal offer of grant (grant offer letter).  Bear in mind that the appraisal and approval of project applications may take several months.
In completing the ‘Commitment date/main contract let by’  ensure account is taken of the time needed to obtain any necessary planning permissions and complete other preliminaries. Unless advised otherwise by the Government Office the date entered here should not be after 31 December 2006.

‘Financial Completion by’  means the date by which all expenditure for which grant is to be claimed (all eligible expenditure) will have been completed.  Unless advised otherwise by the Government Office this may not be after 31 December 2008.

Section 11 - Direct Functional Links with other EC Structural Fund projects or projects funded from other Public Sector sources
Please describe any links with other EC structural funds projects or those receiving grant from any other regeneration programmes such as the Single Regeneration Budget. Such projects can include those being funded by national or local government and by business support organisations. Details of any links with previously EC funded projects, eg feasibility studies, should be provided. Details of any overlap of physical works or costs between projects should be included.

Section 13 - Final Beneficiary
Structural Funds Regulations defines  ‘Final beneficiary’ as the public or private body responsible for commissioning works.  This will normally be the body that receives the award of grant (from the Government Office) and which takes on responsibility for meeting all the conditions of the grant offer. If this will not be the project applicant, seek advice from the Government Office.

Section 15 - Environmental Impact

All projects awarded ERDF funding must comply with EC Environmental legislation, which seeks to ensure that projects do not have any adverse effects on the environment. Grant aid may be withheld until the necssary planning permission has been obtained.

In preparing your project application please consult a competent environmental authority. The Government Office can advise on the appropriate body.

EC environmental legislation requires that projects that are likely to have significant effects on the environment shall be subject to an assessment of those effects.  For some types of project an assessment is mandatory, while for others it depends on whether the project is judged to have significant effects on the environment.  Member States are required to give the EC, where appropriate, information about the environmental impact of measures for which funding is sought.

Negative environmental impacts can be related to:

· acidification and air quality;

· habitats and wildlife biodiversity;

· water resources;

· transport;

· development of the urban environment;

· energy production/use;

· use of natural resources; and,

· the production of waste.

Measures that have or will be taken to minimise any adverse effects would include specific conditions attached to a planning permission where this has been sought and granted. If there are no adverse effects this must be stated.

Section 17 - Social Inclusion
We expect all grant aided projects to make a positive contribution to equality of opportunity for all and to help promote social inclusion. You can give more details of how your project will meet this expectation in the Business Plan.  As a starting point record here the details requested and say how the project complies with the applicant organisation’s own  Equal Opportunities policy.

If you are in any doubt about what is required from such a policy or how to ensure compliance with Equal Opportunities legislation contact the Equal Opportunities Commission, the Commission for Racial Equality or the Disability Rights Commission.  The appropriate Government Office can give general advice.

Section 19 - State Aid

It is vitally important to establish whether State Aid provisions apply to the project and, if so, whether the relevant procedures have been followed.  The European Commission has considerable powers to monitor, control and restrict the forms and levels of aid given by Member States to their industries, in order to prevent distortions of competition within the Community.

Where a project will use public expenditure (including structural funds) either directly or indirectly to provide subsidised benefits to the private sector, eg  grants to firms for investment, R&D, training and a reduced cost business consultancy, the assistance provided the project will normally need to conform to EC State Aids rules and be formally approved by the EC.

There is a threshold below which aid need not be notified. This de minimis threshold applies if the project will not allow any private sector organisation to receive more than 100k Euros of state aid over any three year period taking account of all state aid that such organisations may receive from any source. 

This threshold does not apply to all industrial sectors.  If you are in any doubt how the state aid rules apply to your project you should consult the Government Office in the first instance.
Section 20 - Quantifiable Targets

The project must have clearly identifiable and measurable targets so that its progress can be monitored and evaluated to ensure its continued relevance to the objectives of the SPD. Use this table to set out your targets for the outputs (measures of activity) and results (what that activity is expected to produce over the life of the project) that you expect to achieve in each year of the project’s lifetime.  The Government Office will advise you on the terminology to be used to describe  ‘outputs’ and ‘results’. You should ensure that the agreed terminology is used consistently throughout your application and in the project Business Plan. You may need to set up new systems to collect the data needed to provide evidence of progress towards the agreed targets.

The targets you set out in this table should therefore be realistic. If the project is approved failure to deliver the agreed targets could result in grant being withdrawn and/or repaid.  It may not be appropriate to set a target for every item you have listed in every year. Targets should be set in the year in which you expect the data that will be used to demonstrate its achievement to be actually available.

We have included a section in the table for applicants to record the longer term ‘impacts’ of their project.  Use this part of the table only if you are able to record measurable impacts for which you are able to supply data and the definition of which you have agreed with the Government Office.  Normally the identification of impacts will require a process of evaluation.

Section 21 - Project Costs

Please enter the eligible costs of the project.  They should be those that the project actually intends to meet with expenditure in the year shown.  Once agreed these tables will form part of the agreement with the Government Office which will underpin the offer of grant. These tables will then be used to monitor the progress of the project. Failure to spend in accordance with the agreed plans may result in grant being withdrawn. Therefore it is important that these tables are as accurate as you can make them.

The total eligible Capital costs of the project (by calendar year) should be apportioned between the expenditure categories identified here and any others that you think appropriate to the project.  These costs include site investigation, clearance and preparation, construction and conversion works, the cost of acquiring buildings for conversion and conversion costs, plant and machinery and landscaping. 

The cost of purchasing land which is not built upon may not exceed the limit of 10% of the total eligible project costs. Fees and salaries for design and supervision can be included, but professional fees should not normally exceed 12.5% of the total eligible works costs. The capitalised value of leasing and hire purchase can be included.

The total eligible Revenue costs of the projects (by calendar year) should be apportioned between the various categories shown and any others that are appropriate to the project.

Eligible Revenue costs cover administrative costs that result in the provision of a service that provides support to an end user (eg local authority grants to small companies). Revenue costs can also include employment costs, heating, rent of premises, rates, publicity, equipment with an asset life of less than a year and a reasonable amount of office overheads.

Leasing charges should exclude interest and service charges and must not duplicate capital costs. In certain circumstances an applicant or other organisation involved in the funding package may be permitted to provide contributions `in kind' (eg provision of their own assets or services) directly for the project. These contributions should be clearly identified and auditable.

Costs that are not eligible for inclusion in the calculation of grant include:

· legal costs in respect of litigation;

· notional expenditure;

· any amounts that do not represent an additional cost exclusively incurred;

· costs incurred prior to the date of the Offer Letter;

· payments in advance of need;

· dividends declared;

· interest charges;

· service charges arising on finance leases,

· hire purchase and credit arrangements;

· costs resulting from the deferral of payments to creditors;

· other finance charges;
· costs involved in winding up a company;

· redundancy payments;

· payments into private pension schemes;

· compensation for loss of office;

· bad debts arising from loans to proprietors, partners, employees, directors, shareholders,  guarantors, or a person connected with any of these;

· gifts, entertainments and donations to individuals or organisations;

· travel and subsistence that would give rise to a taxable benefit were the costs to be incurred by, but  not borne by, an individual;

· tax (except for PAYE and irrecoverable VAT).

Costs associated with mobile or portable assets such as plant, machinery, or computer equipment may be eligible for ERDF depending on their contribution to the project. Applicants should indicate where the portable assets will be located within the project, and confirm that they will be available for audit inspections.

Section 22 - Project Funding Package

This table analyses the project’s total funding package. The amount of grant available will be a percentage of the total eligible costs of the project. This percentage is variable and may be different for different types of project. Projects expecting to generate an income will generally have lower rates of grant. No project may exceed a 75% grant rate in an Objective One area or 50% elsewhere. The Government Office will advise you on what maximum rates apply to the type of project you are proposing.

In all cases the balance of eligible costs not met by grant must be provided by other public, private or voluntary sector funds.  Commitment to provide this matched funding must be recorded in writing by the organisations concerned and attached to this application.

The `Total Cost' column is the total gross project costs.  It covers both eligible and ineligible expenditure.

The grand total of ‘Eligible Costs’ must equal that shown in Section 21.  List all the funds for which commitments have been received in writing.  The total of this column should at least equal the total of ‘Total Costs’ column, less the amount of grant requested. 

Sources of project funding are defined as follows:

· Applicant's own funds ‑ please show the amount against Public, Private or Voluntary Sector as appropriate;

· Public Funds – these include funds from the Single Regeneration Budget, National Lottery and Millenium Fund;

· Public Sector Borrowing – this includes borrowing or other credit arrangements    entered into by local authorities and authorised by Basic Credit Approvals or Supplementary Credit Approvals;

· European Community Funds – these include grants and loans from the European  Investment Bank, European Social Fund, and the European Agricultural and Guidance and Guarantee Fund and Community Initiatives;

· Private Sector – this is the profit generating private sector, ie companies who distribute profits to their shareholders;

· Voluntary Sector Funds – this is contributions from charities and companies limited by guarantee;

· Contributions in Kind – these are assets or services OTHER THAN MONEY provided by the applicant or other organisations involved in funding the project;

· Project income – this is rental income or fees generated by the project, and should be identified.  Generated income can be taken as a contribution to the funding of the project; the level of income appropriate as contribution towards project funding will be determined by the Government Office;

· ERDF Funds - ie the ERDF grant assistance sought for the project.

Section 26 - Publicity

In order to meet the requirements of the Structural Fund Regulations, recipients of ERDF grant must ensure that adequate publicity is given to the project with a view to:

(a) making potential beneficiaries and trade organisations aware of the opportunities afforded by it; and

(b) making the general public aware of the role played by the Community in relation to the project. Use this box to describe what publicity will be given to the project.

Wherever practical, on‑site publicity in the form of a notice board acknowledging ERDF involvement should be provided during the construction period of projects that cost 3M EUROs or more. The board should include the European Community symbol ‑ twelve five‑pointed gold stars in a circle on a square blue background - together with a suitable form of wording, eg ‘This project is partly financed by the European Regional Development Fund’.

For other types of ERDF involvement (other measures receiving financial assistance from the Community) participants and other beneficiaries should be made aware, i.e through posters, that they are participating in a project part-financed by the European Union.

Applicants may wish to obtain a copy of the “EC Structural Funds Practical Guide to Information & Publicity Requirements” from the Government Office. When claiming for the first time for a project, confirmation should be given that such a board has been erected and details supplied of any other form of publicity arranged to acknowledge the grant award, such as in local press or trade magazines.

Section 28 - Certification

The certifying officer (or agent) must have the relevant authority to carry out this transaction on behalf of the applicant organisation.   The applicant is reminded that information in this application will be used to make decisions whether to award grant to the project. It is an offence, punishable by a fine and/or imprisonment to seek to obtain grant by deception.

If the information given in this application is found to be false or deliberatly misleading any grant awarded may be withdrawn and any paid may be recovered from the applicant who completes this certificate.


Annex 1

PROJECT BUSINESS PLAN

Introduction

All projects must provide a detailed business plan. An application for grant will not be accepted without one.

This guidance describes what a plan should include.  Its length will vary depending on the complexity of the project. We expect the plan to be comprehensive but even for a large project it should not normally exceed 25 sides of A4 plus any additional documents such as building plans, reports or maps that are considered relevant.  Smaller projects may have considerably shorter Business Plans. 

The Business Plan needs to show clearly:

· what the project is intended to achieve;

· why it is necessary and not some other form of intervention;

· how it will be delivered; and,

· at what cost and how it will be funded.

The plan should also make clear what value for money the project offers, what impact on the local economy it will have, and how this will be continued after grant support ends.  The plan should provide all this information under the headings set out below.
1.
The Project Aim

State clearly and succinctly what the project is intended to achieve and how this will contribute directly to the objectives set out in the Programme Complement for the area.

2. Project Description

Give a full description of the project including:

i) what the project is;

ii) where it will be located;

iii) who will deliver/operate the project and what will be their roles;

iv) how the project links with any other local initiatives (in particular those receiving EC structural funds);

v) how the project fits with relevant regional strategies such as the Regional Economic Strategy;

vi) the extent of private sector involvement;

vii) how the project will be promoted/marketed.

3. The Market Need for the Project
Give a clear justification for the project. Describe the market failures that have brought about the specific local problems that the project is intended to address and say how the project will tackle them.

Details of any market research or other preliminary work evidencing the need should be provided. If you have carried out market research or a feasibility study you should include the report. Also, if you have written evidence of comments or support from relevant organisations you should include them here.

You should also include in this section an analysis of the alternatives to your project, including the ‘do nothing option’ and consideration of any relevant existing provision. This is to demonstrate why the market need or needs you have identified should be addressed in the way described in your project and not in some other way.

Your analysis should include a realistic assessment of the risks of the project not delivering what you intend and the action  you will take to minimise these risks.

4.
Project Objectives

We need a clear understanding of what the project will produce and when. You should describe the objectives of the project and give details of how and when they will be delivered. Describe the starting point for each of the objectives giving relevant figures to show the current baseline from which the project is intended to progress.  You should explain how these baseline figures have been calculated.  It is important that the project objectives are specific, realistic and achievable and that they clearly relate to one or more of the Measures set out in the programme Complement.

The description of objectives must include details of the quantifiable targets the project will produce. You should use the terminology in the Programme Complement to describe these targets in terms of either ‘outputs’ (measures of activity) or ‘results’ (what that activity is expected to produce over the lifetime of the project). Your plan should show clearly when these targets will be achieved.

You must also provide a clear explanation of how the targets for ‘outputs and ‘results’ have been calculated.  For example, if you foresee the creation of a certain number of jobs, you will need to identify exactly where and how you expect those jobs to be created. Therefore you should ensure that you provide the appropriate level of detail. If your project is approved you will need to be able to provide evidence that the agreed targets have been achieved. For example where a job is created such evidence will include names, addresses, NI numbers, job descriptions, employment dates etc.

In this section give details of the degree to which the project will contribute to the overall economic development of the region such as the involvement of businesses and creation of jobs.  Details should be provided on whether the project provides security for jobs under threat and/or will lead to extra jobs being created in the area.

5.
Project Organisation and Management

Describe here fully how the project will be organised including full details of all the bodies involved; what their responsibilities to the project are and how they will relate to one another.  Include a full description of how the project will be managed and monitored and give details of who will do this.

The explanation of the management arrangements should give details of the personnel involved including who the project manager will be and/or how you intend to appoint one. You should describe the skills they will need and those that may be required of others in the management team.  If there are development needs you should consider how you intend to address them and give an explanation. You should outline the intended remuneration packages for all project staff and explain the reasoning that you have used.  You will need to consider the overall costs of project management in relation to the financial value of the rest of your project. You should explain your management costs here bearing in mind that we will be looking for evidence of good value for money.

6.
Project Workplan
A project plan should be provided that gives full details of how the project will operate over its planned lifetime.  Include details of all the key tasks to be undertaken and when they will be completed, the key milestones by which you intend to measure the progress of the project and the dates when you expect to be able to show progress towards the project’s quantified targets.

7.
Financial Management.

Give a clear description of how the project finances will be managed and by whom. The systems you use must show how grant has been used and how the amount of eligible expenditure recorded will be verified. The records you keep will be subject to audit carried out by external appointed auditors and to periodic inspection by Government Office staff.

8. 
Project Funding
A full breakdown of all costs for each of the project activities is required. A description of how the project will be funded should be provided, supported by cash flow forecasts as well as details of any charging policy and assumptions used to forecast project income and any profits. An explanation of what allowance has been made for inflation should be included here too.

If overheads are included a description of what they are and how they are calculated is also required. Where the project is co‑funded by contributions from both the public and private sector, details of the distribution of any profits should be explained in detail.

You should consider what criteria you will use to source goods and services.  Please also detail whether the project or the organisation operating the project is VAT registered.  Please indicate clearly if the costings you have provided are net or include VAT.

You should also detail any contributions in kind that you have included and explain the basis of any monetary value that has been assigned to them.

If you are seeking variable rates for grant for different parts of your project you should display this clearly, and include an explanation. Remember that different parts of your project may need more or less grant support to get off the ground. Please give details of any sources of funding that you have already secured with amounts and timescale. 

You should remember that other organisations making contributions to the project may stipulate other conditions on which their funding is dependant, so you should outline details of these where they are known. Please include any confirmation of funding support for the project that you have already obtained and any other documentation relating to these other sources of funds. If you have applied for funds, but have not yet received a commitment, you should outline the contents of your application and the current situation. You should also explain whether you have considered all other available sources of funding such as a bank loan.

If the body running the project is not in the public sector the latest audited accounts for the organisation must be submitted with this Business Plan.

9.
Exit Strategy.  

This part of the plan should describe how the benefits of the project will continue to be delivered after grant support comes to an end. 
Annex 2

Government OfficeS for the Regions – European Secretariats 

NORTH EAST              
YORKSHIRE & THE HUMBER 

European Secretariat
Objective 1


Wellbar House
Programme Executive

Gallowgate
Dearne Valley College

NEWCASTLE-UPON-TYNE NE1 4TD 
Manvers Park

Tel:  0191 202 3876
Wath upon Dearne

Fax: 0191 202 3725
Rotherham S63 7EX


Tel: 01709 513232


Fax: 01709 513 223

NORTH WEST (Manchester)


European Secretariat 
Objective 2

Washington House
European Secretariat

New Bailey Street
25 Queen Street

MANCHESTER M3 5ER
LEEDS LS1 2TW

Greater Manchester, Lancashire & Cheshire
Tel: 0113 280 0600

Tel: 0161 952 4371
Fax: 0113 233 8301

Fax: 0161 952 4389


West Cumbria and Furness




NORTH WEST (Merseyside)
Tel: 0161 952 4381
European Secretariat

Fax: 0161 952 4389
Cunard Buildings

Northern Uplands
Pier Head
Tel: 0161 952 4371
LIVERPOOL L3 1QB

 Fax: 0161 952 4389
Tel: 0151 224 6419 / 6435 

Fax: 0151 224 6472

EAST MIDLAND


European Secretariat
SOUTH EAST
The Belgrave Centre
European Secretariat

Stanley Place
Bridge House


NOTTINGHAM NG1 5GG
1 Walnut Tree Close


Tel: 0115 971 2579
GUILDFORD GU1 4GA

Fax: 0115 971 2668
Tel: 01483 88 2255

Enquiry email:
Fax: 01483 88 2529


euro.goem@go-regions.gsi.gov.uk
EAST Of ENGLAND
SOUTH WEST
European Seretariat
European Secretariat

Building A
Talbot Street


Westbrook Centre
Mast House

Milton Road
Shepherds Wharf


CAMBRIDGE CB4 1YG
24 Sutton Road

Tel: 01223 34 6700
PLYMOUTH PL4 0HJ 

Fax: 01223 34 6701
Objective 1




Tel: 01752 63 5029

LONDON

Fax: 01752 63 5090
European Secretariat
 
Objective 2
7th Floor, Riverwalk House

Tel: 01752 63 5070

157-161 Millbank

Fax: 01752 63 5090

LONDON SW1P 4RR

LEADER
Tel: 020 7217 3109

Cardew Industrial Estate
Fax: 020 7217 3461

Redruth TR15 1TH





Tel: 01209 312622


WEST MIDLAND

Fax: 01209 312628
European Secretariat, 3rd Floor

77 Paradise Circus

Queensway
BIRMINGHAM B1 2DT

Objective 5B & Community Initiatives
Tel: 0121 212 5316

Fax: 0121 212 5185

Objective 2
Tel: 0121 212 5329

Fax: 0121 212 5185


Annex 3

PROCUREMENT

Introduction

1. The European Community rules on Procurement apply to contracts that are financed or part financed by Structural Funds grant.  Within the coverage of the Directives set out below, contracts above certain limits must be advertised in the Official Journal (OJ) of the European Communities.  Bids for contracts must be assessed on an objective basis and contract awards should be published in the OJ.  Grant will be reclaimed if it is found subsequently that the procurement rules have not been observed.

2. Organisations that are not financed or supervised by public sector bodies and commercial organisations in the private sector may not be covered by the procurement rules.  Nevertheless, they are expected to use fair and open practices including competitive tendering when letting contracts for which they intend to claim Structural Funds grant.

3. The Procurement rules are complex and the following list provides a very brief description.  Note that Directives are implemented in the UK by Statutory Instruments (SIs).  Applicants should examine the appropriate SI to ensure that they comply with the requirements.  The thresholds were revised on 1 January 2000 and will continue until December 2001.

The Public Works Directive - Directive 93/37/EEC amended by 97/52/EC

4. This Directive was implemented in the UK by SI 1991/2680.  The organisations covered are Government Departments, local authorities and a wide range of public bodies not of an industrial or commercial nature.  Included are organisations established for the specific purpose of meeting needs in the general interest that are financed for the most part by other bodies, subject to management supervision by them or having an administrative, managerial or supervisory body more than half of whose members are appointed by them.  The rules apply to contracts for building or civil engineering works, the award of works concession contracts and works contracts funded by contracting authorities.  Works concessions contracts are those where the contractor has the right to exploit the works (e.g. to levy road tolls), although they may be paid as well. 

5. Contracts over £3,611,395( are covered.  There is also a threshold for small lots, which currently stands at £674,000.
6. Subsidised Works Contracts.  If a Contracting Authority contributes more than half the contract value, where the total contract value exceeds £3,370,000, for any works contract involving Civil Engineering (roads, bridges, railways, tunnels etc), hospitals, sports facilities, recreation and leisure facilities, school and university building or buildings for administration purposes, then the contribution must be conditional on the subsidised body complying with the Regulations as if it were a Contracting Authority.

The Public Supplies Directive - Directive 93/36/EEC amended by 97/52/EC

7. This Directive was implemented in the UK by SI 1995/201.  It covers the purchase or hire of goods by ‘public authorities’ – the State (Government Departments and Parliament), local authorities, and a wide range of mainly public sector bodies not of an industrial or commercial nature.

8. The thresholds, which the rules apply, are:

· £93,896, mainly for Government Departments subject to the WTO Government Procurement Agreement; and,

· £144,456 for others, including local authorities.

The Public Services Directive - Directive 92/50, amended by 97/52/EC

9. This Directive was implemented in the UK by SI 1993/3228.  It is based on the Works Directive, but allows greater freedom to use the negotiated procedure with a prior call for competition.  It includes rules on design contests and quality assurance.  It does not apply to public service concession contracts.

10. The thresholds, which the rules apply, are:

· £93,896, mainly for Government Departments subject to the WTO Government Procurement Agreement; and,

· £144,456 for others, including local authorities.

There is also a threshold for small lots, which currently stands at £53,920.

The Utilities Directive – Directive 90/531/EEC, replaced by 93/38/EEC and last amended by 98/4/EC

11. This Directive was implemented in the UK by SI 1996/2911. It covers procurement procedures of entities operating in the telecommunications, water, energy and transport sectors and includes services.
12. This Directive shall apply to contracting entities:

(a) which are public authorities or public undertakings and which pursue one of the activities

referred to in Articles 3 to 6
; or,

(b)
which, when they are not public authorities or public undertakings, have as one of their activities any of the activities referred to in Articles 3 to 6, or any combination thereof and operate on the basis of special or exclusive rights granted by a competent authority of a Member State.

13. A contract that is intended to cover several activities and which cannot be split up shall be subject to the rules applicable to the activity for which it is principally intended.

14. This directive shall apply to contracts where their estimated value, net of VAT, is equal to or greater than:

(a) £288,912  in the case of supply and service contracts:


i
£269,000 for oil, gas, coal and railway sectors; or,


ii
£404,000 for telecoms sectors.

(b) £3,611,395  in the case of works contracts:


i
£3,370,000 for oil, gas, coal, railway and telecoms sector.

15. “Supply, works and service contracts” means contracts for pecuniary interest concluded in writing between one of the contracting authorities or entities referred to in Article 2(2)
, and one or more suppliers, contractors or service providers, having as their object:

(a) in the case of supply contracts, the purchase, lease, rental or hire-purchase of products, with or without the option to buy;

(b) in the case of works contracts, which have as their object either the execution, or both the execution and design of building and civil engineering activities (referred to in Annex XI) 
.  In addition, these contracts may cover the execution of these activities, by whatever means, as required by the contracting authority;

(c) in the case of service contracts, contracts concerning services are mentioned in Annex XVI

16. There are also a Compliance Directive (89/665) for the general public sector and a Remedies Directive (92/13) for the utilities.  These deal with remedial action for breaches of the rules.  They are implemented in the UK via the main SIs.

( All sterling thresholds were taken from HM Treasury � HYPERLINK http://www.hm-treasury.gov.uk ��www.hm-treasury.gov.uk� on 4/9/00.


� Directive 93/38/EEC as amended; Scope: Definition of the activities and entities covered; Section 2; Activities referred to; p60-62


� Directive 93/38/EEC as amended; Definition of the activities and entities covered; Article 2 Contracting entities; p59


� Directive 93/38/EEC as amended; Statistical obligations, implementing powers and final provisions; list of activities as set out in Article 1 (b), point B; p131


� Directive 93/38/EEC as amended; Statistical obligations, implementing powers and final provisions; services within the meaning of Article 30 & 31; p150
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