e.g.
- Collaborative Project
- Calculation of Indirect Cost: Special Transition Flat Rate 60 %
i R'(’,;':;"' Eatcl B 50 100 100 100 100 100

Personnel Cost 175000 1000 1000 5000 2000
Subcontracting 3500

Other Direct Cost 100000 2000 5000 15000

Indirect Cost 165000 1800 3600 0 0 12000 1200
Lump Sum

Total Budget 443500 4800 9600 0 0 32000 3200
Reg. EC Cont. 332625 2400 9600 0 0 32000 3200
Total Receipt

e.g.
-GSA project, 100% Reimbursement
- Maximum of 7% of direct costs for CSA

Max. "?.;Z';h' Hate 100 100 100 100 100

Personnel Cost 1000 50000 5000 2000
Subcontracting

Other Direct Cost 5000 4000 15000

Indirect Cost 420 3780 0 1400 140
Lump Sum

Total Budget 6420 57780 0 21400 2140
Reg. EC Cont. 6420 57780 0 21400 2140
Total Receipt

@ Financial audits and controls:

The Certificates on the Financial Statements (CFS) and on the
methodology for both personnel and indirect costs (CoM) and
on the methodology on average personnel costs (CoMAv) are
an independent report of factual findings produced by an
external auditor (or in the case of a public body it may be
provided by a competent public officer) according to the
requirements of Article 1l.4 of the grant agreement. The
purpose of the report of factual findings is to give to the
Commission relevant elements necessary to assess whether
costs (and, if relevant, the receipts and interests generated by
the pre-financing) charged under the project are claimed by the
beneficiaries in accordance with the relevant legal and financial
provisions of the FP7 model grant agreement.

A Certificate on CFS is mandatory for every claim (interim or

in the form of reimbursement of costs whenever the
tribution is equal or superior to EUR
i ayments for which
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The basic principle of funding in FP7 is co-financing. The
European Commission gives grants to projects, thus
contributing a certain percentage to the overall costs.
Reimbursement will be based on eligible costs.

There are no more cost reporting models as used in FP6.

The beneficiaries must declare their actual costs (unless a
methodology for the use of average personnel costs is
approved by the Commission for a beneficiary).

@ Eligible Costs:

The maximum EC grant is based on an estimation of eligible
costs prepared by the partners and negotiated with the
Commission (see Article 5 of European Commission Grant
Agreement ), to which the reimbursement rate is applied
according to the activity and type of organisation.

@ Tobe considered eligible, costs must be:

eactual: they must be actually incurred, i.e. real and not
estimated, budgeted orimputed.

eincurred by the beneficiary: supporting documents proving
the payment of the costs by the beneficiaries must be kept for
all costs.

eincurred during the duration of the project, with the exception
of costs relating to final reports and audit certificates.

edetermined according to the usual accounting and
management principles and practices of the beneficiary.

e used for the sole purpose of achieving the objectives of the
project.

erecorded in the accounts of the beneficiary and, in the case of
any contribution from third parties, they must be recorded in
the accounts of the third parties.

ehave been indicated in the estimated overall budget annexed
toECGA.

@ Non-Eligible Costs:

Certain costs are specifically excluded from the eligible costs.

Claim Eligible EC Cumulative amount CFS
No. Costs contribution @50% for which a CFS has not been sub mitted required

1 EUR 380,000 EUR 190,000 EUR 190,000 NO

2 EUR 410,000 EUR 205,000 EUR 395,000 YES

3 EUR 500,000 EUR 250,000 EUR 250,000 NO

4 EUR 350,000 EUR 175,000 EUR 425,000 YES

5 EUR 700,000 EUR 350,000 EUR 350,000 NO

e.g. A beneficiary in a project with a duration of 5 years:

Pre-Financing:

There is only one advance payment during the life of the
project. It will be received by the coordinator at the beginning of
the project and in any case within 45 days of the entry into force
of the grant agreement (unless a special clause stipulates
otherwise). The coordinator will distribute it to the other
beneficiaries. For projects with duration of more than two
reporting periods, it should be equivalent to 160% of the
average EU funding per period. For projects with one or two
reporting periods, the amount of the pre-financing could be
between 60-80% of the total EC contribution, unless the
specific circumstances of the project require otherwise.

The Risk-Sharing Finance Facility (RSFF):

The European Commission and the European Investment Bank
(EIB) have jointly initiated the Risk-Sharing Finance Facility. It
consists of a contribution from the European 7th Research
Framework Programme to the European Investment Bank.
More precisely, the RSFF aims to improve access to the EIB
debt finance for participants of large scale European R&D
projects. Such a mechanism was specifically called for by the
European Council in its decision on the Financial Perspectives
for2007-2013. By sharing the risk with the EIB, this facility will
allow a larger volume of loans for R&D projects and the
financing of bankable projects with a higher risk than would
otherwise be possible forthe EIB.

The RSFF can support a wide range of RDI (Research,
Technological Development & Demonstration and Innovation)
activities, including:

¢ Basic or Fundamental Research
* Applied or Industrial Research
*Experimental or Pre-competitive development
< Definition stage or feasibility studies

«Pilots and Demonstration activities.

RSFF beneficiaries:

* Private and public mid-sized or large companies
 Small-and medium sized companies

* Researchinstitutes

e Universities

* Specific Purpose Companies

« Research Infrastructure companies

« Foundations and other legal entities

The European Community will allocate up to EUR 1bn of funds
available under the Seventh Framework Programme (2007-
2013) to RSFF. In parallel, the EIB is contributing up to EUR 1bn
from its own resources. Together, these funds will be used to
back up financing operations with a higher risk profile than
the average EIB lending portfolio. Additional information is
provided under http://www.eib.org/rsff/

Project Coordinators:
Ines Haberl (Ines.Haberl@ffg.at)
Birgit Steininger (Birgit.Steininger@ffg.at)

.
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The following costs are not eligible:

«identifiable indirect taxes including value added tax,

*duties,

einterest owed,

*provisions for possible future losses or charges,

eexchange losses,

e costrelated to return on capital,

ecosts declared or incurred, or reimbursed in respect of
another Community project.

There are two types of eligible costs in a project: direct costs
and indirect costs:

Direct Costs:

Direct costs are all those eligible costs which can be attributed
directly to the project and are identified by the beneficiary as
such, inaccordance with its accounting principles and its usual
internal rules.

- The cost of personnel assigned to the project:

Only the hours worked in the project can be charged.
(beneficiaries may opt to declare average personnel costs if
consistent with the management principles and usual
accounting practices and if based on a certified methodology
approved by the Commission as described in Section 2 of
Part A Article Il.4 of ECGA. These costs are deemed not to
significantly differ from actual personnel costs)

«Travel and subsistence allowances for staff taking part in the
project

*The purchase cost of durable equipment

«Only equipment purchased for the purposes of carrying out
the action can be charged as direct costs. Depreciation is
charged in each relevant periodic report. Depreciated costs
of equipment can never exceed the purchase price of the
equipment.

eFinancial leasing with the option to buy durable equipment
shall be charged, in accordance with the beneficiaries' own
accounting practices.

*The costs of consumables and supplies provided they are
identifiable and assigned to the project

«Subcontracting

« Certificate on the methodology and certificate on the financial
statements

Indirect costs

Indirect costs are all those eligible costs which cannot be
identified by the beneficiary as being directly attributed to the
project, but which can be identified and justified by its
accounting system as being incurred in direct relationship with
the eligible direct costs attributed to the project.

- Optionally, beneficiaries may opt to declare their actual direct
costs plus a flat rate for indirect costs of 20% of the direct
costs.

@ Howcanyou calculate your indirect costs?

Actual (real) indirect cost

Beneficiaries who have an analytical accounting system that
can identify and group their indirect costs (pool of costs) in
accordance with the eligibility criteria (e.g. exclude non-eligible
costs) must report their real indirect costs or choose the 20 %
flat rate option.

Simplified method

The simplified method is a way of declaring indirect costs
which applies to organisations which do not aggregate their
indirect costs at a detailed level (centre, department), but can
aggregate their indirect costs at the level of the legal entity. It
is a system that can be used if the organisation does not have
an accounting system with a detailed cost allocation.

This simplified method has to be in accordance with their usual
accounting and management principles and practices; it does
not involve necessarily the introduction of a new method just
for FP7 purposes.

Beneficiaries are allowed to use it, provided this simplified
approach is based on actual costs derived from the financial
accounts of the last closed accounting year.

Minimal requirements for using this method are listed in the
guide tofinancial issues related to FP7 indirect actions.

e.g:
[Example 1: allocation via hourly rate]:

Overheads of the organisation: 10,000

Working hours at the level of the legal entity: 2,000
Hourly rate: 10,000/2,000 = 5

Allocation between projects:

Project 1: 600 working hours => 600 x 5 = 3,000 indirect
costs
Project 2: 400 working hours => 400 x 5 = 2,000 indirect
costs
Project 3: 1.000 working hours => 1.000x 5 = 5,000 indirect
costs

Flatrates

- Flat rate of 20%:
This flat rate is open to any beneficiary whatever the
accounting system he uses

- Transitional Flat rate of 60%:
The use of this flat rate is subject to three cumulative
conditions:

1) Status of the organisation
The flatrate is reserved for:
- non-profit public bodies
- secondary and higher education establishments
- research organisations
- SMEs

2) Accounting system of the organisation
The flat rate is foreseen for the organisations which are
unable to identify with certainty their real indirect costs for
the project.

3) Type of funding scheme
The flat rate is reserved for funding schemes which include
research and technological development and demonstration
activities: Network of Excellence and Collaborative projects
(including research for the benefit of specific group - in
particular SMEs).

@ Maximum of 7% of direct costs for CSA

In the case of Coordination and Support Actions (CSA), the
reimbursement of indirect eligible costs for every beneficiary
may reach a maximum of 7% of the direct eligible costs,
excluding the direct eligible costs for subcontracting and the
costs of resources made available by third parties which are
notused on the premises of the beneficiary.

@ Max. Reimbursement Rates:
The maximum EC contribution depends on the type of activity.
RTD activities;

 Secondary and higher education establishments 75 %
< Non profit research organisations 75 %

«Non profit public bodies 75 %

«Others, e.g. Large Industry: 50 %

Demonstration; 50 % (all organisation types)
Other Activities; 100 % (all organisation types)

- Frontier Research
-CSA

- Training activities
- Management

@ Subcontracting:

A subcontractor is a type of third party, i.e. a legal entity which
is not a beneficiary of the ECGA, and is not signatory to it. The
subcontractor appears in the project because one of the
beneficiaries appeals to his services to carry out part of the
work, usually for specialised jobs that can not be carried out by
themselves or because itis more efficient to use the services of
a specialised organisation (e.g. setting up a website for the
project).




