THE EUROPEAN SUSTAINABLE COMPETITIVENESS PROGRAMME FOR NORTHERN IRELAND 2007-2013

MANAGING AUTHORITY CLARIFICATION ON THE TERM ‘INCURRED’   


Introduction
1. DFP Guidance Note 5 setting out the national rules on the eligibility of expenditure contains a number of paragraphs which refer to the timing of expenditure. These are reproduced at Annex A.

2. EC Regulations simply state that for expenditure to be eligible in timing terms if it is paid between the relevant dates. These are in the wider sense the date of the Operational Programme approval and 31 December 2015. The eligibility dates are then often refined in the terms of a contract or Letter of Offer.
3. However, there is a degree of ambiguity created through the Guidance Note in the use of the terminology ‘incurred and paid’.
4. EU expenditure operates on a cash basis and therefore the term incurred can be interpreted in a number of ways which are inherently different to the interpretation which would be applied in a resource accounting environment. In cash terms, expenditure is incurred when a charge has been made for a product or service received or delivered. A charge is only applied in cash terms when an invoice is generated. 

5. DETI Managing Authority therefore considers it necessary to clarify the meaning of ‘incurred’ with direct reference to the activities funded under the Competitiveness Programme. The list of examples below is not exhaustive and where there is any doubt, Managing Authority advice should be sought.

	Expenditure Type


	Incurred and Paid Clarification

	Purchase of a product/capital asset
	Incurred - the date of the charge for delivery/installation and acceptance of the product. The invoice date will be the accepted method for determining the date of the charge. 

and
Paid - is the date the payment is taken from the project bank account.


	Payroll
	Incurred - the period (start and end date) of employment to which the salary payment refers. This principle would also therefore apply to payment of any arrears as the result of a pay increase. 

and
Paid - the date the salary payment is taken from the project bank account. 


	Services (e.g. legal)
	Incurred – the period (start and end date) over which the service is provided.

and
Paid – the date the payment is taken from the project bank account. Where multiple payments are made against a service contract then only payments made within the eligible dates can be included.



6. As this is a clarification note and not revised guidance, the principle will apply to all activity funded through the Programme.
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Annex A
2.1 Eligible period 
The General Regulation sets out in Article 56.1 that ‘Expenditure, ………, shall be eligible for a contribution from the Funds if it has actually been paid between the date of submission of the operational programmes to the Commission or from 1 January 2007, whichever is the earlier, and 31 December 2015.  Operations must not have been completed before the starting date for eligibility’.

As none of the Northern Ireland operational programmes were submitted to the Commission before 1 January 2007, the effective date of eligibility of expenditure for all NI Structural Funds Programmes for 2007- 2013 period is from 1 January 2007.

4.1 Eligible expenditure. 
Expenditure on approved projects is eligible for grant reimbursement if it has actually been incurred and paid (see also 2.1) before its inclusion in the payment request to the Commission.
