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IMPORTANT NOTICE

The ‘AGA — Annotated Model Grant Agreement’ is a user guide that aims to explain to applicants and
beneficiaries the General Model Grant Agreement (‘General MGA”) and the different specific Model Grant
Agreements (“Specific MGAS’) for the Horizon 2020 Framework Programme for 2014-2020.

The purpose of this document is to help users understand and interpret the GAs, by avoiding technical
vocabulary, legal references and jargon, and seeking to help readers find answers to any practical questions
they may have about particular parts of the GAs.

In the same spirit, the document’s structure mirrors that of the GAs. It explains each GA Article and includes
examples where appropriate.

Since the Specific MGAs have a similar set-up and provisions as the General MGA (i.e. they are all derived
from the General MGA), the annotations will focus mainly on the General MGA (and the annotations of the
other MGAs will be limited to major differences from that MGA). The key provisions on the amount, cost
forms and conditions for eligibility of your grant are however explained for all MGAs (see Articles 4-6 of
each MGA).

The annotations are — with some exceptions — done on the multi-beneficiary versions. The multi- and
mono-beneficiary versions are largely identical.

Our approach
1. The text of the relevant article appears shaded in grey, to differentiate it from the annotations.
The concepts that are annotated are in bold and blue.
The annotations to the article are immediately underneath.
Long articles are split into different parts, so the annotations can be placed below the relevant parts.
Examples, best practices, lists and procedures are in bold and turquoise.
and are in bold and orange.

2. As the AGA intends to be comprehensive, it will cover all possible options envisaged in the
different GA articles.

Many of these options may not be relevant to your grant (and will not appear in the grant agreement
you sign, or will be marked ‘not applicable’).

The chosen options will appear in italics (without brackets and without the option title), to allow
you to easily spot that a specific rule applies.

Updates
Over the next months, this text will be transformed into an online version.

It will be periodically updated with new examples and explanations, based on practical experience and on-
going developments.

Other information

The AGA is limited to annotations to the provisions of the Horizon 2020 MGAs. For a more general
overview of how Horizon 2020 grants work, see the Online Manual.

A comprehensive list of all Horizon 2020 reference documents (including legislation, work programme and
templates) can be found in the ‘Reference documents’ section of the Participant Portal.

Horizon 2020 terms are explained in the Glossary of the Participant Portal.


http://ec.europa.eu/research/participants/portal/desktop/en/funding/guide.html
http://ec.europa.eu/research/participants/portal/desktop/en/funding/reference_docs.html
http://ec.europa.eu/research/participants/portal/desktop/en/support/reference_terms.html
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H2020 Framework Programme — Regulation (EU) No 1291/2013 of the European Parliament and of the
Council of 11 December 2013 establishing Horizon 2020 - The Framework Programme for Research and
Innovation (2014-2020) (OJ 347, 20.12.2013, p. 104).

Euratom Research and Training Programme (2014-2018) — Council Regulation (Euratom) No
1314/2013 of 16 December 2013 on the Research and Training Programme of the European Atomic Energy
Community (2014-2018) complementing the Horizon 2020 — The Framework Programme for Research and
Innovation (OJ L 347, 20.12.2013, p. 948).

H2020 Specific Programme — Council Decision 2013/743/EU of 3 December 2013 establishing the
Specific Programme Implementing Horizon 2020 - The Framework Programme for Research and Innovation
(2014-2020) (OJ L 347, 20.12.2013, p. 965).

Rules for Participation (RfP) — Regulation (EU) No 1290/2013 of the European Parliament and of the
Council of 11 of December 2013 laying down the rules for the participation and dissemination in Horizon
2020 - the Framework Programme for Research and Innovation (2014-2020) (OJ L 347, 20.12.2013, p.81).
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I. General Model Grant Agreement (MGA)

1.1 General MGA: Background information

The General MGA is used for grants for all types of research and innovation actions (RIA),
innovation actions (IA) and coordination and support actions (CSA).

Examples: actions under Part Ill, Societal challenge 3 ‘Secure, clean and efficient energy’ (see a Smart

Cities and Communities call); actions under Part |, ‘Research infrastructures’ (see a Research
Infrastructure call); actions under Part Ill, Societal challenge 1‘Health, Demographic Change and
Wellbeing’ , etc.

@® For more information on research and innovation actions, innovation actions and coordination and
support actions, see Article 2.

@ For an overview of the areas funded under Horizon 2020, see Article 3 of the Specific Programme.

' The General MGA is not used for actions that fall under one of the Specific MGAs (i.e. ERC,
MSC, SME Instrument, ERA-NET Cofund, Pre-commercial procurement or Public procurement
of innovative solutions (PCP-PPI) Cofund, European Joint Programme (EJP) Cofund, Framework
Partnerships).
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1.2 General MGA: Annotations

GENERAL MULTI-BENEFICIARY MODEL GRANT AGREEMENT FOR THE
HORIZON 2020 PROGRAMME" (H2020 GENERAL MGA - MULTI)

GRANT AGREEMENT
NUMBER [insert number] — [insert acronym]
This Agreement (‘the Agreement’) is between the following parties:
on the one part,
[OPTION 1: the European Union (‘the EU’, represented by the European Commission (‘the Commission)?,]

[OPTION 2: the European Atomic Energy Community (‘Euratom’), represented by the European
Commission (‘the Commission’)? ]

[OPTION 3: the [Research Executive Agency (REA)] [European Research Council Executive Agency
(ERCEA)] [Innovation and Networks Executive Agency (INEA)] [Executive Agency for Small and
Medium-sized Enterprises (EASME)] (‘the Agency’), under the powers delegated by the European
Commission (‘the Commission)* ]

represented for the purposes of signature of this Agreement by [[function, [Directorate-General, Directorate,
Unit] [Department]], [forename and surname],®

and
on the other part,
1. ‘the coordinator’:

[full official name (short name)][legal form], [official registration No], established in [official address in
full], [VAT number], [OPTION for coordinators not receiving EU funding: as ‘beneficiary not
receiving EU funding’ (see Article 9),] represented for the purposes of signing the Agreement by
[function, forename and surname]

and the following other beneficiaries, if they sign their *Accession Form’ (see Annex 3 and Article 56):

2. [full official name (short name)][legal form], [official registration No], established in [official address
in full] [VAT number],

[OPTION for beneficiaries not receiving EU funding: X. [full official name (short name)] [legal form],
[official registration No], established in [official address in full] [VAT number], as ‘beneficiary not receiving
EU funding’ (see Article 9),]

[same for each beneficiary]

[OPTION if the JRC is a beneficiary: and X. the Joint Research Centre (JRC) established in [official
address in full], if it signs the Administrative Arrangement (see Annex 3b)].

Unless otherwise specified, references to ‘beneficiary’ or ‘beneficiaries’ include the coordinator [OPTION if
the JRC participates: and the Joint Research Centre (JRC)].

The parties referred to above have agreed to enter into the Agreement under the terms and conditions below.
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By signing the Agreement or the Accession Form [OPTION if the JRC is a beneficiary: or the
Administrative Arrangement], the beneficiaries accept the grant and agree to implement it under their own
responsibility and in accordance with the Agreement, with all the obligations and conditions it sets out.

The Agreement is composed of:

Terms and Conditions

Annex 1 Description of the action
Annex 2 Estimated budget for the action
Annex 3 Accession Forms

[OPTION to be used if Article 14 applies if joint and several liability has been requested by
the [Commission][Agency]: 3a Declaration on joint and several liability of linked third
parties]

[OPTION if the JRC participates: 3b Administrative Arrangement]

Annex 4 Model for the financial statements
Annex 5 Model for the certificate on the financial statements
Annex 6 Model for the certificate on the methodology

! Regulation (EU) No 1291/2013 of the European Parliament and of the Council of 11 December 2013 establishing Horizon 2020 - the
Framework Programme for Research and Innovation (2014-2020) (‘H2020 Framework Programme Regulation No 1291/2013”) (OJ L
347,20.12.2013 p.104).

Text in italics shows the options of the Model Grant Agreement that are applicable to this Agreement.

Text in italics shows the options of the Model Grant Agreement that are applicable to this Agreement.

Text in italics shows the options of the Model Grant Agreement that are applicable to this Agreement.

The person representing the Commission/Agency must be an authorising officer (by delegation or sub-delegation), designated in
accordance with document 60008 of 22.02.2001 ‘Mise en place de la Charte des ordonnateurs’.

o s W N

1. Coordinator — Beneficiaries

‘Beneficiaries’ means the legal entities who have signed the Grant Agreement (GA) with the
Commission/Agency (i.e. a ‘participant’® in an action supported by a grant).

The ‘coordinator’ is the beneficiary which is the central contact point for the
Commission/Agency and represents the consortium (vis-a-vis the Commission/Agency).

' Both beneficiaries and coordinators must have a sufficient financial capacity to be able to
implement the action (i.e. achieve its expected objectives and results).

The Commission/Agency will systematically verify the financial capacity of the coordinator,
if the requested EU contribution for the action is equal or superior to EUR 500000.
Exceptionally, it will also verify the financial capacity (of the coordinator or other
beneficiaries), if there are grounds to doubt their financial capacity.?

For the definition, see Article 2.1(15) of the Rules for Participation: ‘participant’ means any legal entity
carrying out an action or part of an action under Regulation (EU) No 1291/2013 having rights and obligations
with regard to the Union or another funding body under the terms of this Regulation.

2 See Article 15(9) of the Rules for Participation.
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® For more information on the rules regarding the financial viability and financial capacity checks,
see the Online Manual.

The division of roles and responsibilities within the consortium is explained in Article 41.2.
Generally speaking:

— the coordinator must coordinate and manage the grant and is the central contact point
for the Commission/Agency

— the beneficiaries must all together contribute to a smooth and successful
implementation of the grant (i.e. contribute to the proper implementation of the action,
comply with their own obligations under the GA and support the coordinator in his
obligations).

The signature arrangements are the following:
— the coordinator directly signs the GA
— the other beneficiaries sign the GA by signing the Accession Form (see Article 56).
Amendments to the GA, if any, will be signed by the coordinator on their behalf.

Applicants who accept the grant (by signing the GA) becomes a beneficiary of the grant and is
bound by the entirety of its terms and conditions.

This means that the beneficiaries must:

— carry out the project (and especially the research work) as detailed in Annex 1
(‘technical implementation’) and

— comply with all the other provisions of the GA and all the applicable provisions of EU,
international and national law.

2, Other entities which participate in the action but do not sign the GA (including entities linked
to the beneficiaries) are considered as ‘third parties involved in the action’ (see Article 8).

They are not bound by the terms and conditions of the GA; conversely, the
Commission/Agency has no obligation vis-a-vis third parties.

2. Name, legal form, official registration No, address — Legal entity data

The legal entity data (legal name, address, legal form, legal representatives, etc.) of the
beneficiaries comes from the ‘Beneficiary Register’ of the Participant Portal.

‘Official registration No’ refers not to the “participant identification code (PIC)’ attributed by
the Beneficiary Register, but to the official registration number in the national registry, if any.

These data will be automatically used for all communications concerning this grant (see Article
52) and other Horizon 2020 grants.

! The beneficiaries must therefore keep this data up-to-date at all times, including after the end of
this grant (see also Article 17).
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In case of changes to these data, the Legal Entity Appointed Representative (LEAR) of the
concerned beneficiary must introduce a change request via the electronic exchange system (see

Articles 17 and 52).
® For more information on beneficiary registration, validation and data updates, see the Online Manual.
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CHAPTER1 GENERAL

ARTICLE 1 —SUBJECT OF THE AGREEMENT

This Agreement sets out the rights and obligations and the terms and conditions applicable to the grant
awarded to the beneficiaries for implementing the action set out in Chapter 2.
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CHAPTER2 ACTION

ARTICLE 2 — ACTION TO BE IMPLEMENTED [— COMPLEMENTARY GRANT] [— JOINTLY
FUNDED ACTION]

The grant is awarded for the action entitled [insert title of the action] — [insert acronym] (‘action’), as
described in Annex 1.

[OPTION for complementary grants if foreseen in the work programme: The grant is a ‘complementary
grant’ to [the grant agreement(s) under the call(s) for proposals [call identifier(s): H2020 — theme —]] [the
following complementary grant agreement(s) No(s):

- [insert number] [insert acronym]
- [insert number] [insert acronym]].]

[OPTION for joint actions (joint call with a third country or an international organisation): The action is
a ‘jointly funded action” which must be coordinated with the ‘joint action’ called [insert the name of the
third country or international organisation action], as described in Annex 1.]

1. RIA, IA and CSA actions

What? The RIA, 1A and CSA actions of the General MGA are mono- or multi-beneficiary actions
with the following activities:

— for research and innovation actions (RIA): activities aiming to establish new
knowledge or explore the feasibility of a new technology, product, process, service or
solution. For this purpose they may include basic and applied research, technology
development and integration, testing and validation on a small-scale prototype in a
laboratory or simulated environment)

— for innovation actions (l1A): activities directly aiming at producing plans and
arrangements or designs for new, altered or improved products, processes or services.
For this purpose they may include prototyping, testing, demonstrating, piloting, large-
scale product validation and market replication)®

— for coordination and support actions (CSA): accompanying measures such as
standardisation, dissemination, awareness-raising and communication, networking,
coordination or support services, policy dialogues and mutual learning exercises and
studies)®.

RIA, IA and CSA actions are funded in all Parts of the Horizon 2020 Framework Programme (e.g.
H2020-FETOPEN-2014-2015-RIA; H2020-WIDESPREAD-2014-3).

For the definition, see Article 2.1(6) of the Rules for Participation: ‘innovation action’ means an action
primarily consisting of activities directly aiming at producing plans and arrangements or designs for new, altered
or improved products, processes or services. For this purpose they may include prototyping, testing,
demonstrating, piloting, large-scale product validation and market replication.

For the definition, see Article 2.1(7) of the Rules for Participation: ‘coordination and support action” means an
action consisting primarily of accompanying measures such as standardisation, dissemination, awareness-raising,
and communication, networking, coordination or support services, policy dialogues and mutual learning exercises
and studies, including design studies for new infrastructure, and may also include complementary activities of
networking and coordination between programmes in different countries.
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%y The term “action’ is used in the Financial Regulation® and means ‘project’, which is the term
traditionally, used in EU Research Framework Programmes.

2. Complementary grants

‘Complementary grants’ are different EU grants which are ‘linked” by the work programme/calls
by identifying them as ‘complementary actions’.

The beneficiaries and those of the complementary grants must cooperate and provide access to
their results.

2 They must conclude a written ‘collaboration agreement’ regarding the coordination of the
complementary grants and the work of the action (see Article 41.4). (It covers the case included
under Special Clause 41 in FP7.)

3. Jointly funded actions

‘Joint actions’ are the result of joint or coordinated calls for proposals, launched in parallel by
the EU and a third country (e.g. a scientific and technological organisation or agency) or
international organisation (in policy areas of common interest and expected mutual benefit where
there is a clear added value for the EU).

For joint calls: the proposals are evaluated and selected through joint evaluation and selection
procedures, involving a balanced group of independent experts appointed by each party.

For coordinated calls: the Commission/Agency will only evaluate the proposals for the EU
action. (However, the evaluation may also often be coordinated, i.e. include experts from the
third country/IOuse the same expert panels; apply the same evaluation criteria, etc.).

The participants in the EU action sign a GA with the EU (while the participants of the third
country/lIO action sign one with their funding agency/IO). The description of the action
(Annex 1 to the GA) contains the research carried out under the EU action (but will also
include detailed explanations about the research to be carried out under the third country/IO
action).

To ensure coordination, the participants in the EU action must conclude a ‘coordination
agreement’ with the participants in the third country/IO action (see Article 41.5). This
coordination agreement links the actions (although legally separate and ensures the necessary
synergies.

® For more guidance on coordination agreements, see the Online Manual.

> Financial Regulation (FR) — Regulation (EC, Euratom) No 966/2012 of the European Parliament and of the
Council of 25 October 2012 on the financial rules applicable to the general budget of the European Union (OJ L
298, 26.10.2012, p.1).
Rules of Application (RAP) — Commission Regulation (EC, Euratom) No 1268/2012 of 29 October 2012 on
the rules of application of | Regulation (EC, Euratom) No 966/2012 of the European Parliament and of the
Council on the financial rules applicable to the general budget of the Union (OJ L 298, 26.10.2012, p.1).
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ARTICLE 3 — DURATION AND STARTING DATE OF THE ACTION

The duration of the action will be [insert number] months as of [OPTION by default: the first day of the
month following the date the Agreement enters into force (see Article 58)] [OPTION if needed for the
action: [ifiSertidate]]® (‘starting date of the action’).

This date must be the first day of a month and it must be later than the date of entry into force of the agreement, unless authorised
otherwise by the authorising officer, if the applicant can demonstrate the need to start the action before the entry into force of the grant
agreement or the need to start the action on another day than the first day of the month. In any case, the starting date should not be earlier
than the date of the submission of the grant application (Article 130 FR).

1. Starting date of the action
The starting date of the action is fixed by the Commission/Agency in the GA.

It is usually the first day of the month following the date when the GA enters into force. The GA
enters into force when the last party signs it (see Article 58).

A fixed starting date may also be agreed between the Commission/Agency and the consortium.

Exceptionally, the Commission/Agency may agree that the action starts on another day than the
first day of the month, if the consortium requests it (usually in its proposal) and can show that
there is a need to start the action at that moment (e.g. an action that is dependent on
environmental conditions).

That starting date can be either:

— before the entry into force of the GA, i.e. before the grant agreement is signed by
both parties

Example:

Grant agreement signed by the coordinator on 30.12.2014. Commission signs on 5.1.2015. The
starting date of the action would normally be the 1.2.2015, but the consortium has requested a
fixed starting date of 1.9.2014 in its proposal (submitted by the consortium on 15.5.2014),
since the action funded is the continuation of a previous FP7 project. Upon consideration of
the reasons, this fixed starting date is approved.

% If the consortium (via the coordinator) requests a fixed starting date before the
entry into force of the GA, it (the consortium) assumes the risks implied by starting
the project before the GA is signed, in particular not being reimbursed for the costs
incurred (e.g. the eventuality that the proposal is not successful or that the GA is
not signed)

2 In any case, the starting date cannot be earlier than the date of the submission of
the proposal.

— after the entry into for of the GA, i.e. after the grant agreement is signed by both
parties, but on another day than the first day of the following month

2 A starting date fixed much later in time (e.g. 2-3 months after the signature of
the GA) will have an impact on the timing of the pre-financing payment and will
delay it.
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ARTICLE 4 — ESTIMATED BUDGET AND BUDGET TRANSFERS

4.1 Estimated budget
The ‘estimated budget’ for the action is set out in Annex 2.

It contains the estimated eligible costs and the forms of costs, broken down by beneficiary [(and linked third
party)] and budget category (see Articles 5, 6, [and 14]). [OPTION to be used if Article 9 applies: It also
contains the estimated costs of the beneficiaries not receiving EU funding (see Article 9).]

4.2 Budget transfers

The estimated budget breakdown indicated in Annex 2 may be adjusted by transfers of amounts between
beneficiaries or between budget categories (or both). This does not require an amendment according to
Article 55, if the action is implemented as described in Annex 1.

However, the beneficiaries may not add costs relating to subcontracts not provided for in Annex 1, unless
such additional subcontracts are approved by an amendment or in accordance with Article 13.

[OPTION if lump sum foreseen in Article 5.2: Lump sums set out in Annex 2 can never be adjusted.]

1. Estimated Budget

The estimated budget of the action is calculated on the basis of the estimated eligible costs
submitted by the consortium and is annexed to the GA (Annex 2).

These estimated eligible costs are used to determine the ‘maximum grant amount’ of the action
(called ‘EU/Euratom financial contribution’ in FP7 projects; see Article 5.2).

Costs of beneficiaries not receiving EU funding will be indicated in Annex 2, but will not be
included in the total eligible costs and will not count for the maximum amount of the grant (see
Article 9).

2. Budget categories
The budget categories are listed in Article 6.2 and reflected in the table in Annex 2.
Budget categories of the General MGA:
= ‘direct personnel costs’

= ‘costs for employees (or equivalent)’
= ‘costs for natural persons working under a direct contract’
= ‘costs of personnel seconded by a third party against payment’
= *‘costs for SME owners without salary’
= *‘costs for beneficiaries that are natural persons without salary’
= ‘personnel costs for providing trans-national access to research infrastructure’

= ‘direct costs of subcontracting’
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= ‘direct costs of providing financial support to third parties’ (if option applies)
= ‘other direct costs’
= ‘travel costs and related subsistence allowances’
= ‘equipment costs’
= ‘costs of other goods and services’
= ‘capitalised and operating costs of large research infrastructure’
= ‘indirect costs’
= ‘specific cost categories’ (if option applies).

!y The budget category ‘specific cost categories’ only applies where specific activities are
reimbursed by unit costs or lump sum costs. For the General MGA, this is currently the case
for ‘access costs for providing trans-national access to research infrastructure’, ‘costs for
energy efficiency measures in buildings’ and “costs for clinical studies’.

3. Budget transfers

The budget in Annex 2 is an estimation.

Therefore at the time of reporting, beneficiaries may declare costs that are different from the
estimated eligible costs in the budget.

In particular, beneficiaries may transfer budget among themselves, between linked third parties or
between budget categories without the need of a notification to the Commission/Agency or an
amendment (see Article 55) if the action is implemented as described in Annex 1.

% The maximum grant amount (see Article 5) can however never be increased.

What can be transferred?

If the incurred eligible costs are lower than the estimated eligible costs, the difference can be
allocated to another beneficiary or another budget category. The amount reimbursed for the other
beneficiary (by application of its reimbursement rate) or for the other budget category (to which
the budget transfer is intended) may thus be higher than planned.

Example:

The estimated budget includes personnel costs of EUR 60 000 for Beneficiary A and EUR 75 000 for
Beneficiary B. However, at the end of the action, the actual personnel costs of Beneficiary A are EUR 75 000
due to an increase in salaries or to the need to employ additional personnel to carry out the tasks mentioned in
Annex 1 while the actual personnel costs of Beneficiary B are EUR 60 000. This may be acceptable provided
the additional costs of Beneficiary A fulfil the eligibility requirements of Article 6 and up to the maximum grant
amount (at the level of the action).

If the GA foresees unit costs, transferring amounts declared as unit costs to other categories or
other beneficiaries is possible if the actual number of units used (or produced) by the
beneficiary is less than the number estimated in Annex 2. The cost per unit cannot be changed.

Example:
Total estimated unit costs for beneficiary A: EUR 10 000 (100 units x 100 EUR/unit)

Total actual unit costs used (or produced) by beneficiary A: EUR 8 000 (80 units x 100 EUR/unit)
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Total possible transfer to another budget category: EUR 2 000
What not?
The GA allows transfers of budget, not of tasks.
A beneficiary cannot transfer budget to a form of costs that has not been foreseen in Annex 2.

Example:

A beneficiary declares all its direct personnel costs as ‘actual costs’ in the estimated budget (column A (a) of
Annex 2). However, at the end of the first reporting period, the beneficiary declares its direct personnel costs as
‘unit costs determined according to its usual cost accounting practices’ (average personnel costs, in column A (b)
of Annex 2). This is not acceptable without an amendment of the GA to modify the form of direct personnel costs.

If the budget transfer is due to a significant change in Annex 1, an amendment to the GA is
needed. A significant change is a change that affects the technical work (the ‘tasks’ of the action)
of Annex 1.

' The coordinator can contact the Commission/Agency to ask whether the transfer of budget
reflects a significant change in Annex 1 which requires an amendment.

No transfers of lump sums — If the GA provides for a lump sum, the lump sum set out in Annex
2 cannot be transferred to another category or to another beneficiary.

Furthermore, the amount of the lump sum can never be increased, decreased or split.

Example: EUR 30 000 lump sum foreseen for travel in Annex 2 (under “other direct costs’) cannot be turned into
a EUR 15 000 lump sum for travel and EUR 15 000 for personnel costs

No new costs for new subcontracts — The transfer of budget intended to increase the eligible
costs for ‘subcontracting’ is considered to reflect a significant change of Annex 1 normally
requires an amendment (unless the beneficiary uses the simplified approval procedure without
formal amendment provided for in Article 13).

Example: Beneficiary A subcontracts an action task during the action implementation, because it decided not to
recruit additional personnel as initially foreseen, but to use a subcontractor.

2 If the beneficiary uses the simplified approval procedure it bears the risk of non-approval
and rejection by the Commission/Agency (see Article 13).

Example: A beneficiary wants to subcontract a task that originally it was going to carry out by itself. It
wants to transfer EUR 100 000 from personnel costs to subcontracting. In order to make sure that this new
subcontracting is possible and its cost is eligible, this will require an amendment to the GA before the
subcontracting takes place. However, the beneficiary doesn’t request the amendment, but justifies the change
only with the next periodic technical report (at its own risk). Since the Commission approves the report, the
costs of the additional subcontract are eligible.
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CHAPTER3 GRANT

ARTICLE 5 — GRANT AMOUNT, FORM OF GRANT, REIMBURSEMENT RATES AND FORMS
OF COSTS

51 Maximum grant amount
The ‘maximum grant amount’ is EUR [insert amount (insert amount in words)].
5.2 Form of grant, reimbursement rates and forms of costs

The grant reimburses [OPTION for research and innovation actions (RI1A): 100 % of the action’s eligible
costs] [OPTION for innovation actions (1A)’ if all beneficiaries and all linked third parties are non-
profit legal entities®: 100% of the action’s eligible costs][OPTION for innovation actions if all
beneficiaries and all linked third parties are profit legal entities: 70% of the action’s eligible
costs][OPTION for innovation actions (1A) if some beneficiaries or linked third parties are non-profit
legal entities and some are profit legal entities: 100% of the eligible costs of [the
beneficiaries][and][linked third parties] that are non-profit legal entities and 70% of the eligible costs of
the beneficiaries [and linked third parties] that are profit legal entities] [OPTION for exceptional cases if
foreseen in the work programme: [...%] of the action’s eligible costs] (see Article 6) (‘reimbursement of
eligible costs grant’) (see Annex 2).

The estimated eligible costs of the action are EUR [insert amount (insert amount in words)].
Eligible costs (see Article 6) must be declared under the following forms (‘forms of costs’):

(@) for direct personnel costs [(excluding direct personnel costs covered by the unit cost[/lump sum]
under Point (f))]°:

- asactually incurred costs (*actual costs’) or

- on the basis of an amount per unit calculated by the beneficiary in accordance with its usual
cost accounting practices (‘unit costs’).

Personnel costs for SME owners or beneficiaries that are natural persons not receiving a salary
(see Article 6.2, Points A.4 and A.5) must be declared on the basis of the amount per unit set out in
Annex 2 (unit costs);

(b) for direct costs of subcontracting [(excluding subcontracting costs covered by the unit cost[/lump
sum] under Point (f))]': as actually incurred costs (actual costs);

(c) for direct costs of providing financial support to third parties [(excluding costs of financial
support covered by the unit cost[/lump sum] under Point (f))]*:: [OPTION to be used if Article 15
applies: as actually incurred costs (actual costs);][OPTION: not applicable;]

(d) for other direct costs [(excluding other direct costs covered by the unit cost[/lump sum] under Point
(A)]*: as actually incurred costs (actual costs);

(e) for indirect costs [(excluding indirect costs covered by the unit cost[/lump sum] under Point (f))]**:
on the basis of a flat-rate applied as set out in Article 6.2, Point E (‘flat-rate costs’);

(f) [OPTION for specific unit costs (unit cost foreseen b}/ Commission decision and applicable to the
grant): for [insert name of specific cost category(ies)**]: on the basis of the amount(s) per unit set
out in Annex 2™ (unit costs).]

[OPTION for specific lump sum costs (lump sum foreseen by Commission decision and applicable
to the grant): for [insert name of specific cost category(ies)]: as the lump sum set out in Annex 2
(*lump sum costs’).]

[OPTION: specific cost category(ies): not applicable.]
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! For the definition, see Article 2.1(6) of Regulation (EU) No 1290/2013 of the European Parliament and of the Council of 11 December
2013 laying down the rules for participation and dissemination in "Horizon 2020 — the Framework Programme for Research and
Innovation (2014-2020)" (‘Rules for Participation Regulation No 1290/2013") (OJ L 347, 20.12.2013 p.81): ‘innovation action’
means an action primarily consisting of activities directly aiming at producing plans and arrangements or designs for new, altered or
improved products, processes or services. For this purpose they may include prototyping, testing, demonstrating, piloting, large-scale
product validation and market replication.

8 For the definition, see Article 2.1(14) of the Rules for Participation Regulation (EU) No 1290/2013: ‘non-profit legal entity’ means a

legal entity which by its legal form is non-profit-making or which has a legal or statutory obligation not to distribute profits to its

shareholders or individual members.

To be used only if option in point (f) is used.

To be used only if option point (f) is used.

To be used only if option in point (f) is used.

To be used only if option in point (f) is used.

To be used only if option in point (f) is used.

¥ Insert precise name of the costs category (as in the Commission decision authorising the use of the unit cost/lump-sum). For example:
‘access costs for providing trans-national access to research infrastructures’; costs for ‘clinical studies’; costs for ‘energy efficiency
measures in buildings’.

15 Annex 2 must clearly show, for each beneficiary (and linked third party) concerned, all the parameters for the unit cost (i.e. the unit(s),
the amount(s) per unit, the research installation/infrastructure for which it is used, the clinical study for which it is used, etc.).

10
1
12
13

1. Maximum grant amount

The maximum grant amount specified in this Article cannot be exceeded or raised by the
Commission/Agency.

' No additional funding is possible even if the eligible costs of the action are higher than
planned.

The maximum grant amount is not the ‘final grant amount’ and is not a ‘price’ due to the
beneficiaries.

2. Reimbursement rates

How much? The ‘reimbursement rate’ for RIA actions is normally 100% of the total eligible
costs®; for 1A actions it is normally 70% of the total eligible costs’.

In exceptional cases fixed in the work programme/call, a lower reimbursement rate than the two
mentioned above may apply.

The eligible costs of non-profit beneficiaries/linked third parties participating in innovation actions
may be reimbursed at 100%.°

@ For information on eligibility of costs, see Article 6.

As a general principle there is only one funding (reimbursement) rate per action, the same for all
activities and all beneficiaries of the action (one project — one funding rate).

If non-profit beneficiaries/linked third parties are in the same innovation action together with profit
beneficiaries/linked third parties, their eligible costs will be reimbursed according to the different
reimbursement rates.

See Article 28(4) of the Rules for Participation.
7 See Article 28(5) of the Rules for Participation.
8 See Article 28(5) of the Rules for Participation.
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The reimbursement rates apply to all forms of costs (actual, unit, lump sums and flat-rates costs)®
and all budget categories.

3. Costs forms

The General MGA foresees options for all four cost forms (i.e. actual, unit, flat-rate and lump-sum
costs)'?. In practice, they are currently all used, except for lump sums (which are only used for
SME Instrument actions).

Cost forms of the General MGA:

= actual costs (i.e. costs which are real and not estimated or budgeted) for:

direct personnel costs (— unless declared as unit cost)

Example: EUR 62 500 actual yearly salary for senior researcher A

— subcontracting costs
Example: The actual price paid for the subcontracting of a clinical study

— costs of providing financial support to third parties (if option applies)
Example: The financial support actually paid to third parties

— other direct costs

Example: EUR 2000 actual price for a computer

= unit costs (i.e. an amount per unit) for:
— direct personnel costs of SME owners/natural persons not receiving a s.alary11

— direct personnel costs calculated by the beneficiaries in accordance with their usual cost
accounting practices (‘average personnel costs’) 12

Example: EUR 60,000 average salary for senior researchers

— specific unit costs for:

—  “costs for energy efficiency measures in buildings’®®

—  ‘access costs for providing trans-national access to research infrastructure’™*

10
11

12
13

14

See Article 28(6) of the Rules for Participation.

See Articles 123, 124 of the Financial Regulation.

Commission Decision C(2013) 8197 of 10 December 2013 authorising the use of reimbursement on the basis of
unit costs for the personnel costs of the owners of small and medium-sized enterprises and beneficiaries that are
natural persons not receiving a salary under the Horizon 2020 Framework Programme for Research and
Innovation and under the Research and Training Programme of the European Atomic Energy Community (2014-
2018). Available at http://ec.europa.eu/research/participants/data/ref/h2020/other/legal/unit_costs/unit-costs_sme-
owners_natural-persons-no-salary_en.pdf.

See Article 33(2) of the Rules for Participation.

Commission Decision C(2013) 8196 of 10 December 2013 authorising the use of reimbursement on the basis of
unit costs for energy efficiency measures in buildings under the Energy Challenge actions of the Horizon 2020
Framework Programme. Available at
http://ec.europa.eu/research/participants/data/ref/n2020/other/legal/unit_costs/unit-costs_energy en.pdf.

Commission Decision C(2013) 8199 of 10 December 2013 authorising the use of reimbursement on the basis of
unit costs for actions involving trans-national access under the Research Infrastructures Part of the Horizon 2020
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‘costs for clinical studies’*®

= flat-rate costs (i.e. costs calculated by applying a percentage fixed in advance to other types of
eligible costs) for:

— indirect costs (25% flat-rate for indirect costs £ new in Horizon 2020)16

= lump sum costs (i.e. a global amount deemed to cover all costs of the action or a specific
category of costs).

Example: EUR 150,000 to carry out a study within an action

' For the General MGA, there are currently NO lump sum costs foreseen.

Within a grant, different forms of costs can be used.

Example: a budget category (e.g. personnel) covered by unit costs and another (e.g. equipment) by actual costs.

The table below summarises the different budget categories and forms of costs that may be used in
Horizon 2020 actions under the General MGA.:

Budget categories

Direct personnel Direct costs | Direct costs | Other | Indirect | Specific cost

15

16

costs of sub- of financial | direct costs categories
Forms of contracting | support to costs (option used
costs third if Article 6.2
parties (if (F) applies)
option used
if Article 15
applies)
Actual costs | YES YES YES YES NO NO
Unit costs YES, only for: NO NO NO NO YES, only if
. foreseen by
-costs established Commission
according to the Decisi
ecision
usual cost
accounting
practices of the
beneficiary
-costs of SME
owners and natural
persons not
receiving a salary
Flat-rate NO NO NO NO YES NO
costs
Lump sum | NO NO NO NO NO YES, only if
costs foreseen by
Commission
Decision
Framework Programme. Auvailable at

http://ec.europa.eu/research/participants/data/ref/n2020/other/legal/unit_costs/unit-costs tna-infra_en.pdf.
Commission Decision C(2014) 1393 of 7 March 2014 authorising the use of reimbursement on the basis of unit
costs for actions requiring the conduct of clinical studies under ‘Societal Challenge 1: Health, Demographic
Change and  Wellbeing of the Horizon 2020 Framework Programme  available at
http://ec.europa.eu/research/participants/data/ref/h2020/other/legal/unit_costs/unit%20costs_clinical_studies.pdf
See Article 29(1) of the Rules for Participation.
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5.3 Final grant amount — Calculation

The “final grant amount’ depends on the actual extent to which the action is implemented in accordance
with the Agreement’s terms and conditions.

This amount is calculated by the [Commission][Agency] — when the payment of the balance is made (see
Article 21.4) — in the following steps:

Step 1 — Application of the reimbursement rates to the eligible costs

Step 2 — Limit to the maximum grant amount

Step 3 — Reduction due to the no-profit rule

Step 4 — Reduction due to improper implementation or breach of other obligations
5.3.1 Step 1 — Application of the reimbursement rates to the eligible costs

The reimbursement rate(s) (see Article 5.2) are applied to the eligible costs (actual costs, unit costs and flat-
rate costs [and lump sum costs]; see Article 6) declared by the beneficiaries [and linked third parties] (see
Article 20) and approved by the [Commission] [Agency] (see Article 21).

5.3.2 Step 2 — Limit to the maximum grant amount

If the amount obtained following Step 1 is higher than the maximum grant amount set out in Article 5.1, it
will be limited to the latter.

5.3.3  Step 3 — Reduction due to the no-profit rule
The grant must not produce a profit.

‘Profit’ means the surplus of the amount obtained following Steps 1 and 2 plus the action’s total receipts,
over the action’s total eligible costs.

The ‘action’s total eligible costs’ are the consolidated total eligible costs approved by the
[Commission][Agency].

The “action’s total receipts’ are the consolidated total receipts generated during its duration (see Article 3).
The following are considered receipts:

(@) income generated by the action; if the income is generated from selling equipment or other assets
purchased under the Agreement, the receipt is up to the amount declared as eligible under the
Agreement;

(b) financial contributions given by third parties to the beneficiary [or to a linked third party]
specifically to be used for the action, and

(c) in-kind contributions provided by third parties free of charge and specifically to be used for the
action, if they have been declared as eligible costs.

The following are however not considered receipts:
(@) income generated by exploiting the action’s results (see Article 28);

(b) financial contributions by third parties, if they may be used to cover costs other than the eligible
costs (see Article 6);
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(c) financial contributions by third parties with no obligation to repay any amount unused at the end of
the period set out in Article 3.

If there is a profit, it will be deducted from the amount obtained following Steps 1 and 2.

5.34 Step 4 — Reduction due to improper implementation or breach of other obligations —
Reduced grant amount — Calculation

If the grant is reduced (see Article 43), the [Commission][Agency] will calculate the reduced grant amount
by deducting the amount of the reduction (calculated in proportion to the improper implementation of the
action or to the seriousness of the breach of obligations in accordance with Article 43.2) from the maximum
grant amount set out in Article 5.1.

The final grant amount will be the lower of the following two:
- the amount obtained following Steps 1 to 3 or

- the reduced grant amount following Step 4.

1. Final grant amount

The final grant amount will be calculated by the Commission/Agency — at the end of the action
(or in case of termination of the GA) —, in order to determine the balance to be paid.

The final grant amount will depend on two types of criteria:

— work implementation criteria, i.e. was the work carried out as described in Annex 1?

This is a technical analysis by the Commission/Agency of the work performed during
the action, as compared with the activities set out in Annex 1 to the GA.

— financial criteria, including:
— the amount of eligible costs
— the reimbursement rates

— the maximum grant amount.

Procedure for calculating the final grant amount:

ﬂlcula‘[ion of final grant amount \

Step 1 — Application of reimbursement rate(s) to eligible costs

Step 2 — Limit to the maximum grant amount
The grant amount following Steps 1 and 2 is the lower of the two amounts.
Step 3 — Reduction due to the no-profit rule

Step 4 — Reduction due to improper implementation or breach of other obligations
under the GA

The final grant amount is the lower of the following two amounts obtained following
Steps 1 to 3 or following Step 4.

K final grant amount j
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Step 1 — Rejection of ineligible costs and application of the reimbursement rate(s)

Ineligible costs (i.e. costs that do not comply with one or more cost eligibility conditions;
see Article 6) will — if found at payment of the balance — be rejected (i.e. not approved).

If, for innovation actions, there are different reimbursement rates for different
beneficiaries, the Commission/Agency will apply the reimbursement rate for each
beneficiary to the costs it has approved for that beneficiary.

Step 2 — The contribution is limited to the maximum grant amount

Step 3 — Reduction due to the no-profit rule and receipts

Since the grant amount may not have the purpose or effect of producing a profit for the
beneficiaries, the total funding requested + receipts is capped at the total eligible costs; the
grant amount following Steps 1 and 2 plus receipts cannot exceed the approved costs.

If grant amount + receipts > total eligible costs =» reduction of grant amount

Profit must be assessed at the level of the action and not at the level of the individual
beneficiaries (4 new in Horizon 2020).

The grant amount, receipts and eligible costs taken into account are the consolidated
grant amount (following Steps 1 and 2), the consolidated receipts and the consolidated
approved costs.

Three kinds of receipts must be taken into consideration:

income generated by the action (i.e. any income generated by the action
itself, including the sale of assets bought for the action and sold during the
duration of the action)

Examples: admission fee to a conference organised by the consortium; sale of
equipment bought for the action.

! Receipt from the sale of assets are capped to the amount declared as
eligible under the GA.

Example:

Machine bought for EUR 21 000 in year X, sold in year X + 4 (both within the
duration of the action) for EUR 16 000.

The machine was used at 50% for the action, and fully depreciated in 3 years
(7 000 EUR/year, of which 3 500 EUR/year were charged to the action)
Amount of receipts to be declared: 50% of 16 000 with a limit of 10 500 (3
X 3500) =EUR 8 000.

financial contributions given by third parties specifically to be used for
the action (i.e. money given as a donation by a third party (a donor) to a
beneficiary (or linked third party) specifically for the action covered by the
GA

in-kind contributions provided by third parties free of charge specifically
to be used for the action, if they have been declared as eligible costs (i.e.
not money, but an in-kind contribution free of charge given by a third party (a
donor) specifically for being used for the action covered by the GA)

Examples: the free use of equipment; the secondment of an expert without
reimbursement
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!y In-kind contributions are considered receipts only if their value (i.e. the
costs incurred by the third party for it) has been declared by the beneficiary as
an eligible cost for the action.

The following are not receipts:

income generated by exploiting the results of the project (e.g. the IPR) is
not considered a receipt since successfully exploiting the results is one of
the main objectives of the action

financial contributions given by a third party (a donor) specifically to be
used for the action if they may be used according to the donor’s rules to
cover costs other than the eligible costs

Example: currency exchange losses

financial contributions given by a third party (a donor) specifically to be
used for the action if the donor did not set the obligation to repay any
unused amount at the end of the action

2 The full amount of the financial contribution is not considered as a
receipt, not only the unused amount.

Example:

A university professor whose costs are charged by the university in the GA, but
whose salary is paid by the Ministry and not reimbursed by the university:
This contribution in kind from a third party (the Ministry) is not to be
considered a receipt, unless the professor has been specifically seconded by
the Ministry to the university to work for the action in question. In other
words, if the university is free to decide the allocation of the professor's work,
then his/her contribution is assimilated to an ‘own resource’ of the university
and it is not a receipt.

Financial contributions made by one beneficiary to another within the same
action are not considered receipts either, since receipts are only contributions
from third parties. (Conversely, such a financial contribution cannot either be
declared as cost for the action.)

Example:

Beneficiary A (big company) in an innovation project (i.e. funded at 70%)
decides to subsidise a small specialised SME by funding an additional 10% of
the SME’s costs in order to encourage it to participate in the action.

Receipts will be taken into account by the Commission/Agency only at the moment
of the payment of the balance (called the ‘final payment” in FP7).

The beneficiaries must declare all receipts that are established (i.e. revenue
that has been collected and entered in the accounts), generated or confirmed
(i.e. revenue that has not yet been collected, but which has been generated or
for which the beneficiary has a commitment or written confirmation) during
the duration of the action.

Beneficiaries are obliged to declare them when submitting the final report.
However, they may also declare them in the periodic reports.
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In many cases receipts do not affect the grant amount since they do not lead to a profit.
However, particularly in actions funded at 100%, they may have an impact and cause a
reduction.

Examples:

1. Eligible costs: 100 and grant amount: 70
If receipts: 30 = no impact
If receipts: 202 no impact
If receipts: 60 = the grant amount will be reduced to 40.

2. Eligible costs: 100 and grant amount: 100
If receipts: 0 = no impact;
If receipts: 20 = the grant amount will be reduced to 80

Best practice: Beneficiaries are advised to foresee the potential implications of
receipts — before the signature of the GA — in the consortium agreement (given
that the receipts will be appreciated at the level of the action, and not anymore on
the level of each beneficiary as was the case in FP7) and the proposal.

Step 4 — Reduction due to improper implementation or breach of other obligations under the GA

Proper implementation will be analysed by the Commission/Agency, comparing the work
performed (according to the periodic and final technical reports) to the activities described in
Annex 1.

Improper implementation may lead to a reduction of the grant (i.e. reduction of the
‘maximum grant amount’) — on a case-by-case basis (and only after a contradictory
procedure with the coordinator or the beneficiary concerned; see Article 43). In principle, the
Commission/Agency will not reduce the final grant amount for minor delays/deviations in
the technical work foreseen in Annex 1.

Example (reduction): of the 3 test plants was not built, and several testing activities were not
carried out; breach of the obligation to display the EU emblem or to respect confidentiality of
information identified as confidential.

Examples (no reduction): a deliverable is delayed by a couple of days because the
researcher responsible is on sick leave; a scientific test has to be redone at a later time due
to meteorological conditions

2 A reduction of the maximum grant amount is not a sanction, but the consequence of
a breach of an obligation under the GA.

Example (calculation of the final grant amount):

Grant for a consortium with a maximum grant amount of EUR 3 000 000, where the eligible costs are
reimbursed at 100%, and the indirect costs are calculated on the basis of a flat rate of 25% on the direct
costs (minus subcontracting, costs incurred by third parties not used in the beneficiaries’ premises and costs
of providing financial support to third parties).

The total direct eligible costs of the consortium approved by the Commission/Agency are EUR 2 500 000.

One of the beneficiaries is sponsored for this project by a private company, with an amount of EUR 60 000
dedicated to the reimbursement of the remuneration of one young researcher, and another beneficiary (a
university) receives as in-kind contribution from its government the secondment of a scientist specifically
assigned to the project (the “action”). The salary of this seconded scientist (EUR 80 000) is declared as
eligible by this beneficiary, even if paid by the Government.

Both these contributions fit the definition of receipts (see above).
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Rejection of ineligible costs and application of the reimbursement rates:
Eligible costs = EUR 2 500 000 direct costs (including EUR 200 000 for subcontracting) + EUR 575 000
for indirect costs (25 % flat rate on direct costs minus subcontracting) = EUR 3 075 000
Reimbursement rate= 100%
Amount obtained = EUR 3 075 000

Limit to the maximum grant amount:
The total eligible costs of EUR 3 075 000 are higher than the maximum grant amount of EUR 3 000 000.
However, the maximum amount cannot be increased and therefore, it is limited to EUR 3 000 000.

Reduction due to the no-profit rule and receipts:

In the example above, the profit at the level of the action would be calculated by taking the surplus of EUR 3
000 000 (amount obtained after steps 1 and 2), plus the action’s total receipts (60 000 + 80 000), over the
action’s total approved eligible costs (EUR 3 075 000):

3000 000 + 60 000 + 80 000 = EUR 3 140 000.

Total eligible costs: EUR 3 075 000.

Profit: EUR 3 140 000 — EUR 3 075 000=EUR 65 000

Grant amount after reduction due to no-profit rule: EUR 3 000 000 — EUR 65 000 = EUR 2 935 000.

Reduction due to improper implementation or breach of other obligations under the GA:
Reduction of 2% of the maximum grant amount as the Coordinator of the consortium breached a
confidentiality obligation of article 36 GA, namely EUR 60 000 - 3 000 000 - 60 000 = EUR 2 940 000
The final amount of the grant will be the lower between the following two:
— the amount obtained after applying the reimbursement rates to the total eligible costs, within the
ceiling of the maximum grant amount and after applying the no-profit rule (Steps 1, 2 and 3): 2 935
000
— the reduced maximum grant amount obtained in Step 4: 2 940 000

Final grant amount = EUR 2 935 000.
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5.4 Revised final grant amount — Calculation

If — after the payment of the balance (in particular, after checks, reviews, audits or investigations; see
Avrticle 22) — the [Commission][Agency] rejects costs (see Article 42) or reduces the grant (see Article 43),
it will calculate the “revised final grant amount’ for the beneficiary concerned by the findings.

This amount is calculated by the [Commission][Agency] on the basis of the findings, as follows:

- in case of rejection of costs: by applying the reimbursement rate to the revised eligible costs
approved by the [Commission][Agency] for the beneficiary concerned;

- in case of reduction of the grant: by calculating the concerned beneficiary’s share in the grant
amount reduced in proportion to its improper implementation of the action or to the seriousness of
its breach of obligations (see Article 43.2).

In case of rejection of costs and reduction of the grant, the revised final grant amount for the beneficiary
concerned will be the lower of the two amounts above.

1. Revised final grant amount

If the Commission/Agency finds — after the payment of the balance — ineligible costs, improper
implementation of the action or breach of other obligations (and therefore rejects the costs or
reduces the grant), it will revise the final grant amount, for each beneficiary concerned (i.e. at
beneficiary level)

For rejection of costs: the Commission/Agency will deduct the amount rejected from the total
eligible costs declared by the beneficiary in the final summary financial statement (see Article
42.3). The revised final grant amount will be calculated by applying the reimbursement rate to the
revised eligible costs of the beneficiary concerned.

Example:

Maximum grant amount: 500 000

There are three Beneficiaries A, B and C

Reimbursement rate: 100%

Direct eligible costs accepted for Beneficiary A at the payment of balance: 150 000

Total eligible costs accepted for Beneficiary A at the payment of balance = 150 000 + 25% (indirect costs) =
187 500

Costs rejected following audit: 30 000

Revised direct eligible costs: 120 000

Revised total eligible costs= 120 000 + 25% (indirect costs) = 150 000

Revised final grant amount: 100% of 150 000 = 150 000

If for the beneficiary the revised final grant amount is lower than its share of the final grant
amount, there will be a recovery (see Article 44.1.3).

For reduction of the grant: the Commission/Agency will:

— reduce the maximum grant amount, in proportion to the improper implementation or to the
seriousness of the breach (see Article 43)

— calculate the revised final grant amount (for each beneficiary concerned), by allocating the
amount of the reduction to each of them in proportion to its improper implementation or
breach of obligation
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Example 1:

Maximum grant amount and final grant amount: 500 000

There are three Beneficiaries A, B and C

Reimbursement rate: 100%

According to the estimated budget, Beneficiary A was entitled to a maximum contribution of 200 000 for
carrying out its work set out in Annex I.

Total eligible costs accepted for Beneficiary A at the payment of balance = 187 500

la: The Commission/Agency finds that Beneficiary A has implemented only 80% of its work provided for
in Annex 1.

Revised final grant amount of Beneficiary A: 80% of the share of Beneficiary A in the maximum grant
amount: 80% of 200 000 = 160 000

1b: The Commission/Agency finds that Beneficiary A breached its confidentiality obligations, which had
an impact of the full action and for which the reduction rate is set at 2%.

2% of the maximum grant amount = 10 000

The breach is entirely attributable to Beneficiary A: 100% of the reduction is allocated to Beneficiary A
Revised final grant amount of Beneficiary A: 187 500 — 10 000= 177 500

If for the beneficiary the revised final grant amount is lower than its share of the final grant
amount, there will be a recovery (see Article 44.1.3).

For rejection of costs and reduction of the grant: the revised final grant amount for the
beneficiary concerned will be the lower of the two amounts above.

Example:

The revised final grant amount for beneficiary A will be 150 000 (the lowest between 150 000 (amount
obtained following the rejection of ineligible costs) and 160 000/ 177 500 (amounts following the reduction of
the grant in the 2 examples above).
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ARTICLE 6 — ELIGIBLE AND INELIGIBLE COSTS

6.1 General conditions for costs to be eligible
‘Eligible costs’ are costs that meet the following criteria:
(@) for actual costs:

(i) they must be actually incurred by the beneficiary;

(ii) they must be incurred in the period set out in Article 3, with the exception of costs relating to the
submission of the periodic report for the last reporting period and the final report (see Article 20);

(iii) they must be indicated in the estimated budget set out in Annex 2;

(iv) they must be incurred in connection with the action as described in Annex 1 and necessary for its
implementation;

(v) they must be identifiable and verifiable, in particular recorded in the beneficiary’s accounts in
accordance with the accounting standards applicable in the country where the beneficiary is
established and with the beneficiary’s usual cost accounting practices;

(vi) they must comply with the applicable national law on taxes, labour and social security, and

(vii) they must be reasonable, justified and must comply with the principle of sound financial
management, in particular regarding economy and efficiency;

(b) for unit costs:
(i)  they must be calculated as follows:

{amounts per unit set out in Annex 2 or calculated by the beneficiary in accordance with its usual cost
accounting practices (see Article 6.2, Point A)

multiplied by
the number of actual units};
(it)  the number of actual units must comply with the following conditions:
- the units must be actually used or produced in the period set out in Article 3;
- the units must be necessary for implementing the action or produced by it, and

- the number of units must be identifiable and verifiable, in particular supported by records
and documentation (see Article 18);

(c) for flat-rate costs:
(i)  they must be calculated by applying the flat-rate set out in Annex 2, and

(i) the costs (actual costs or unit costs [or lump-sum costs]) to which the flat-rate is applied must
comply with the conditions for eligibility set out in this Article [;][.]

(d) [OPTION if lump sum foreseen in Article 5.2: for lump sum costs:
(i)  the eligible amount is equal to the amount set out in Annex 2, and

(i)  the corresponding tasks or parts of the action must have been properly implemented in
accordance with Annex 1.]
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1. Eligible costs

The grant can only reimburse eligible costs (i.e. costs that comply with the general and specific
conditions set out in this Article) (‘reimbursement of eligible costs grant’).

! This means that the beneficiaries (and linked third parties) must:

— at proposal stage: enter only eligible costs into the estimated budget for the action (see
Article 4)

— at reporting stage: declare only eligible costs in the financial statements (see Article
20).

Moreover, the burden on proof for eligibility is on_the beneficiaries (and linked third
parties). They must keep sufficient supporting documents (see Article 18) to show that the
costs they declare are eligible.

If the Commission/Agency finds ineligible costs, they will be rejected (see Article 42).
Article 6.1 refers to general eligibility conditions applicable per cost form (see Article 5).
Avrticle 6.2 refers to specific eligibility conditions applicable per budget category (see Article 4).
2. General eligibility conditions for actual costs
In order to be eligible, actual costs must be:
e actually incurred by the beneficiary (i.e.:
o real and not estimated, budgeted or imputed and
o definitively and genuinely borne by the beneficiary (not by any other entity))

The beneficiary must have an obligation to pay the amount of the cost (for
depreciation costs, the amount of the costs must be recorded in the beneficiary’s
profit and loss accounts).

For in-kind contributions provided by third parties free of charge and costs of linked
third parties, eligible direct costs must be actually incurred by the third party.

e incurred during the action duration (i.e. the generating event that triggers the costs must
take place during the duration of the action)

The duration of the action is the period running from the starting date of the action to the
end date of the action (see Article 3).

Example: A conference for which costs are claimed must take place during the course of the action

Costs related to drafting and submitting the periodic report for the last reporting
period and the final report are eligible even if they are incurred after the action
duration. Those costs include the cost of certificates on the financial statements
required by the GA and the cost of participating in a final review carried out by the
Commission/Agency before the submission of the final reports.
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! This exception refers exclusively to costs related to the drafting and sending of the
reports, as well as participation in a final review, and not to RTD/innovation activities
(which as indicated above, must be carried out during the action duration).

Costs actually incurred should normally also be paid during the action duration.

In general, costs declared but not paid during the action duration (for instance because the
beneficiary is waiting for the payment of the balance) are eligible only if the debt (and
invoice) exists, and the final cost is known.

Costs of services or equipment supplied to a beneficiary (or to its linked third party) may
be invoiced and paid after the action is completed, if the services or equipment were used
by the beneficiary (or to its linked third party) during the action duration.

%y If there is a check or an audit after the action ends, beneficiaries will need to prove
(with supporting documents) that the payments were actually made (except for
depreciation costs).

% Costs of services or equipment supplied after the end of the action or the GA
termination are not eligible.

Costs related to drafting the consortium agreement are not eligible because the consortium
agreement should be signed before the action starts. However, costs related to updating the
consortium agreement are eligible if incurred during the action duration.

Depreciation costs for equipment used for the action but bought before the action’s start — If
the equipment has not yet been fully depreciated according to the beneficiary’s usual cost
accounting practices, the remaining depreciation costs may be eligible (only for the portion
corresponding to the duration of the action and rate of actual use for the purposes of the action; see
Article 6.2.D.2).

Costs related to preparing, submitting and negotiating the proposals cannot be declared as
eligible for the action (they are incurred before the action starts).

Travel costs for the kick-off meeting — If the first leg of the journey takes place before the
starting date of the action (e.g. the day before the kick-off meeting), the costs may be eligible if the
meeting is held during the action duration.

entered as eligible costs in the estimated budget of the action, under the relevant budget
category (see Annex 2)

When the final amount of the grant is calculated, the eligible costs cannot include costs
under budget categories that did not appear in the action estimated budget, unless the initial
estimated budget was amended or if these additional costs were approved in accordance
with Articles 11 to 13.

Costs included in the estimated budget may be transferred between beneficiaries and
budget categories without amending the GA under the conditions set out in Article 4.2.

connected to the action as described in Annex 1 (i.e. necessary to achieve the action’s
objectives)

The EU/Euratom grant cannot be used to finance activities other than those approved by
the Commission.
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e identifiable and verifiable (i.e. come directly from the beneficiary’s accounts (be directly
reconcilable with them) and supported by documentation)

% Accounting documentation is necessary only for actual costs.

Indirect costs do not need supporting evidence because they are declared using a flat-rate
(& new in Horizon 2020).

Costs must be calculated according to the applicable accounting rules of the country in
which the beneficiary is established and according to the beneficiary’s usual cost
accounting practices.

Example: if a beneficiary always charges a particular cost as an indirect cost, it must do so also for
Horizon 2020 actions, and should not charge it as a direct cost.

2 This principle cannot be used as justification for non-compliance with other GA
provisions. A beneficiary must make any changes needed to bring its usual cost
accounting practices in line with all GA provisions.

Examples: conditions for calculation of productive hours (see below); conditions for the eligibility

of depreciation costs (in line with the international accounting standards, which may deviate from
the accounting rules of the country)

For in-kind contributions provided by third parties free of charge and costs of linked third
parties, eligible direct costs must be:

— recorded in the third party’s accounting records

— calculated in accordance with the accounting standards applicable in the country in which
the third party is established

— calculated according to the third party’s usual cost accounting practices.
e in compliance with applicable national laws on taxes, labour and social security

e reasonable, justified and must comply with the principles of sound financial
management, in particular regarding economy and efficiency (i.e. be in line with good
housekeeping practice when spending public money and not be excessive)

‘Economy’ means minimising the costs of resources used for an activity (input), while
maximising quality; ‘efficiency’ is the relationship between outputs and the resources used
to produce them.

% Costs must reflect the budget allocation and cost breakdown.

Examples: The beneficiary may not increase the remuneration of its personnel, upgrade its travel policy or
its purchasing rules because of the Commission/Agency support.

2 The conditions described here are cumulative, i.e. all of them have to be met for a cost to be
eligible.
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3. General eligibility conditions for unit costs

In order to be eligible, unit costs must be:

calculated by multiplying the number of actual units used to carry out the work (e.g.
number of hours worked on the action, number of tests performed, etc.) or produced (e.g.
number of square meters for energy efficiency in buildings) by the value per unit
(‘amount per unit’)

Example: A Commission decision that sets the unit costs related to laboratory analysis at EUR 300 per test.
This amount per unit is included in Annex 2.

2 The number of actual units used or produced may change based on actual
implementation and it may be subject to controls by the Commission.

Example: Audit carried out after the action ends to verify that the number of hours declared for the
action corresponds to reality.

For personnel costs declared on the basis of the beneficiary's usual cost accounting practices
(“average personnel costs’), the beneficiary:

— must calculate them (the average or standard personnel costs) according to its usual
accounting practices

— must budget and declare a total amount; the amount per unit must not be included
in Annex 2.

2 You may not declare other types of unit costs according to your own usual cost
accounting practices. For the other types of unit costs, the amounts per unit will be pre-
defined (in Annex 2 of the GA; see Article 5.2).

Example (eligible unit cost): Average personnel costs declared in Annex 2 by a beneficiary. Annex 2
includes the total value of eligible personnel costs estimated by the beneficiary for the action.

Example (ineligible unit cost): Costs of minor consumables (e.g. a department’s total minor consumable
costs per hour worked), declared according to the beneficiary’s usual accounting practices. This is not
possible under Horizon 2020 rules.

the number of units must be necessary for the action, the units must be used or produced
during the course of the action and the beneficiaries must be able to show the link between
the number of units charged and the work on the action

2y It is the number of units used for work on the action which must be recorded,
documented and justified in case of an audit, not the actual costs of the work.

Example:

A beneficiary which is a SME declares for its owner who does not receive a salary 300 hours worked for
an action in 2014. If there is an audit, the SME beneficiary must be able to show a record of the number of
hours worked by the owner for the action.

4. General eligibility conditions for flat-rate costs

In order to be eligible, flat-rate costs must be calculated by applying a flat rate to the relevant
eligible costs (whether actual, unit or lump-sum costs).

40



AGA — Annotated Model Grant Agreement: H2020 General MGA: V1.7 — December 2014

Example (25% flat rate for indirect costs):

A SME beneficiary that charges costs of its owner without a salary is working on an innovation action and uses
the EUR30 per hour unit cost fixed in Annex 2 for personnel costs. The SME beneficiary declares as eligible 300
hours of direct personnel costs for its owner + EUR 1 400 for other direct costs + EUR 1 500 for subcontracting
for work in an innovation action during the first reporting period.

Eligible direct costs: (30 X 300 = 9 000) + 1 400 + 1 500 = 11 900

Eligible indirect cost: 25 % flat-rate of 9 000 + 1 400 (not the 1 500 for subcontracting) = EUR 2 600

Total eligible costs: 11 900 + 2 600 = EUR 14 500.

Reimbursement rate of 70 % (innovation action, “for profit’ beneficiary) = EUR 10 150.

5. General eligibility conditions for lump sum costs

In order to be eligible:

e the lump sum costs must correspond to the amount of lump sum costs set out in Annex 2
and

e the work must have been carried out in accordance to Annex 1 of the GA.

! Therefore, the beneficiaries do not need to justify that the actual eligible costs correspond to
the amount of the lump sum; they only need to prove that the action tasks described in Annex 1
have been carried out.
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6.2 Specific conditions for costs to be eligible

Costs are eligible if they comply with the general conditions (see above) and the specific conditions set out
below for each of the following budget categories:

A. direct personnel costs;

B. direct costs of subcontracting;

C. [OPTION to be used if Article 15 applies: direct costs of providing financial support to third
parties;] [OPTION: not applicable;]

D. other direct costs;

E. indirect costs;

F. [OPTION for specific unit[/lump sum] costs: [insert name(s) of specific cost category(ies)*®]].

‘Direct costs” are costs that are directly linked to the action implementation and can therefore be attributed
to it directly. They must not include any indirect costs (see Point E below).

‘Indirect costs’ are costs that are not directly linked to the action implementation and therefore cannot be
attributed directly to it.

6 Insert precise name of the cost category (as in the Commission decision authorising the use of the unit cost/lump sum. For example:
‘access costs for providing trans-national access to research infrastructure’, costs for ‘clinical studies’, costs for ‘energy efficiency
measures in buildings’.

1. Specific conditions for costs to be eligible
Article 6.2 refers to specific eligibility conditions, applicable per budget category.

For ease of reference, the annotations for Article 6.2 will summarise — for each budget category
— the information necessary to establish the eligible costs, i.e.

1. types of costs covered by the budget category
2. cost form under which the costs must be declared (i.e. actual costs, unit costs, flat rate)
3. conditions for eligibility
4. how the costs must be calculated.
2. Direct costs

‘Direct costs’ are specific costs directly linked to the performance of the action and which can
therefore be directly booked to it.

They are:
— either costs that have been caused in full by the activities of the project

— or costs that have been caused in full by the activities of several projects, the attribution
of which to a single project can, and has been, directly measured (i.e. not attributed
indirectly via an allocation key, a cost driver or a proxy).

2y Any cost declared by a beneficiary as a direct cost of the action must be justified by supporting
evidence (showing the link to the action).
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3. Indirect costs

‘Indirect costs’ are costs not identifiable as specific costs directly linked to the performance of the
action.

In practice, they are costs whose attribution to the specific action cannot be or has not been
measured directly, but only by means of cost drivers or a proxy, which apportion the total
indirect costs (overheads) among the different activities.

2 In Horizon 2020, indirect costs are charged under the form of a 25% flat-rate of the eligible
direct costs (minus certain direct eligible costs; see Article 6.2.E) .
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A. Direct personnel costs [(not covered by Point F)]

Types of eligible personnel costs

A.1 Personnel costs are eligible, if they are related to personnel working for the beneficiary under an
employment contract (or equivalent appointing act) and assigned to the action (‘costs for employees (or
equivalent)’). They must be limited to salaries (including during parental leave), social security
contributions, taxes and other costs included in the remuneration, if they arise from national law or the
employment contract (or equivalent appointing act).

Beneficiaries that are non-profit legal entities’’ may also declare as personnel costs additional
remuneration for personnel assigned to the action (including payments on the basis of supplementary
contracts regardless of their nature), if:

(@) it is part of the beneficiary’s usual remuneration practices and is paid in a consistent manner
whenever the same kind of work or expertise is required,;

(b) the criteria used to calculate the supplementary payments are objective and generally applied by the
beneficiary, regardless of the source of funding used.

Additional remuneration for personnel assigned to the action is eligible up to the following amount:
(@) if the person works full time and exclusively on the action during the full year: up to EUR 8 000;

(b) if the person works exclusively on the action but not full-time or not for the full year: up to the
corresponding pro-rata amount of EUR 8 000, or

(c) if the person does not work exclusively on the action: up to a pro-rata amount calculated as follows:
{{EUR 8000
divided by
the number of annual productive hours (see below)},
multiplied by
the number of hours that the person has worked on the action during the year}.

A.2 The costs for natural persons working under a direct contract with the beneficiary other than an
employment contract are eligible personnel costs, if:

(@) the person works under the beneficiary’s instructions and, unless otherwise agreed with the
beneficiary, on the beneficiary’s premises;

(b) the result of the work carried out belongs to the beneficiary, and

(c) the costs are not significantly different from those for personnel performing similar tasks under an
employment contract with the beneficiary.

A.3 The costs for personnel seconded by a third party against payment are eligible personnel costs if the
conditions in Article 11.1 are met.

A.4 Costs of owners of beneficiaries that are small and medium-sized enterprises (‘SME owners”), who are
working on the action and who do not receive a salary are eligible personnel costs, if they correspond to the
amount per unit set out in Annex 2 multiplied by the number of actual hours worked on the action.

A.5 Costs of ‘beneficiaries that are natural persons’ not receiving a salary are eligible personnel costs, if
they correspond to the amount per unit set out in Annex 2 multiplied by the number of actual hours worked
on the action.

[A.6 [OPTION to be used for trans-national access to research infrastructure: Personnel costs for
providing trans-national access to research infrastructure are eligible only if also the conditions set out in
Article 16.1.1 are met.] [OPTION to be used for virtual access to research infrastructure: Personnel costs
for providing virtual access to research infrastructure are eligible only if also the conditions set out in
Article 16.2 are met.]]
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Calculation
Personnel costs must be calculated by the beneficiaries as follows:
{{hourly rate
multiplied by
number of actual hours worked on the action},
plus

for non-profit legal entities: additional remuneration to personnel assigned to the action under the conditions set out
above (Point A.1)}.

The number of actual hours declared for a person must be identifiable and verifiable (see Article 18).

The total number of hours declared in EU or Euratom grants, for a person for a year, cannot be higher than
the annual productive hours used for the calculations of the hourly rate. Therefore, the maximum number of
hours that can be declared for the grant are:

{number of annual productive hours for the year (see below)
minus
total number of hours declared by the beneficiary, for that person for that year, for other EU or Euratom grants}.

The “hourly rate’ is one of the following:

(a) for personnel costs declared as actual costs: the hourly rate is the amount calculated as follows:
{actual annual personnel costs (excluding additional remuneration) for the person
divided by
number of annual productive hours}.

The beneficiaries must use the annual personnel costs and the number of annual productive hours for
each financial year covered by the reporting period concerned. If a financial year is not closed at the end
of the reporting period, the beneficiaries must use the hourly rate of the last closed financial year
available.

For the ‘number of annual productive hours’, the beneficiaries may choose one of the following:

(i)  “fixed number of hours’: 1 720 hours for persons working full time (or corresponding pro-rata
for persons not working full time);

(i)  “individual annual productive hours’: the total number of hours worked by the person in the
year for the beneficiary, calculated as follows:

{annual workable hours of the person (according to the employment contract, applicable collective labour
agreement or national law)

plus

overtime worked

minus

absences (such as sick leave and special leave)}.

‘Annual workable hours” means the period during which the personnel must be working, at the
employer’s disposal and carrying out his/her activity or duties under the employment contract,
applicable collective labour agreement or national working time legislation.

If the contract (or applicable collective labour agreement or national working time legislation)
does not allow to determine the annual workable hours, this option cannot be used;
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(iii) ‘standard annual productive hours’: the standard number of annual hours generally applied by
the beneficiary for its personnel in accordance with its usual cost accounting practices. This
number must be at least 90% of the ‘standard annual workable hours’.

If there is no applicable reference for the standard annual workable hours, this option cannot be
used.

For all options, the actual time spent on parental leave by a person assigned to the action may be
deducted from the number of annual productive hours;

(b) for personnel costs declared on the basis of unit costs: the hourly rate is one of the following:

(i) for SME owners or beneficiaries that are natural persons: the hourly rate set out in Annex 2 (see
Points A.4 and A.5 above), or

(it) for personnel costs declared on the basis of the beneficiary’s usual cost accounting practices: the
hourly rate calculated by the beneficiary in accordance with its usual cost accounting practices,
if:

- the cost accounting practices used are applied in a consistent manner, based on objective
criteria, regardless of the source of funding;

- the hourly rate is calculated using the actual personnel costs recorded in the beneficiary’s
accounts, excluding any ineligible cost or costs included in other budget categories.

The actual personnel costs may be adjusted by the beneficiary on the basis of budgeted or
estimated elements. Those elements must be relevant for calculating the personnel costs,
reasonable and correspond to objective and verifiable information;

and

- the hourly rate is calculated using the number of annual productive hours (see above).

Y For the definition, see Article 2.1(14) of the Rules for Participation Regulation No 1290/2013: ‘non-profit legal entity’ means a legal
entity which by its legal form is non-profit-making or which has a legal or statutory obligation not to distribute profits to its shareholders
or individual members.

1. Direct personnel costs: Types of costs — Cost forms — Conditions for eligibility —
Calculation

The beneficiaries may declare the following types of costs as direct personnel costs:
— costs for employees (or equivalent):
— basic remuneration (basic salary and complements) and
— for non-profit legal entities: additional remuneration (‘bonus payments’)
— costs for natural persons working under a direct contract
— costs for personnel seconded by a third party
— costs for “‘beneficiaries that are SMEs for their owners not receiving a salary’
— costs for “‘beneficiaries that are natural persons not receiving a salary’

— personnel costs for providing trans-national or virtual access to research infrastructure
(if option applies).
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1.1 Direct personnel costs: Costs for employees (or equivalent)

1.1.1 What? ‘Personnel costs for employees or equivalent’ (i.e. persons working for the
beneficiary on the basis of employment contracts or equivalent appointing acts) cover:

— basic remuneration (i.e. basic salary and complements) and
— % only for non-profit legal entities: additional remuneration.

What is ‘basic remuneration’ and ‘additional remuneration” and how to distinguish them?
The “basic remuneration” will be used to calculate the hourly rate of the employee for the purposes
of the grant (see calculation in point 1.1.4).

‘Basic remuneration’ refers to the ‘basic salary’ of the employee plus ‘complements’ that fulfil the
eligibility conditions explained in point 1.1.3.

The *basic salary’ includes (and is limited to):

— the salary stated on the beneficiary’s payroll (except for any part of that salary which
must be considered as ‘additional remuneration’, £\ even if it that part is also registered
in the payroll)

— social security contributions (mandatory parts to be paid by the employee and the
beneficiary that employs him/her) — except any part included in additional
remuneration.

— taxes included in the remuneration (e.g. income tax to be paid by the employee retained
by the beneficiary who employs him/her) — except any part included in additional
remuneration.

— other costs included in the remuneration (e.g. a fee paid by the beneficiary for a
complementary health insurance scheme for the employee) — except any part included
in additional remuneration.

The ‘complements’ may include:

— mandatory complements to the basic salary resulting from national law, collective
labour agreement or the employment contract

Example (mandatory complement): a 13" month payment; complement for hazardous work or night
shifts; transportation allowance, etc.

— variable complements if they fulfil the eligibility conditions set out in point 1.1.2.

Example (variable complement acceptable as basic remuneration): The contract of a professor
includes as part of his/her usual tasks both teaching and research; it foresees a basic fixed
remuneration of 1 000 EUR/month plus a variable part of 10 EUR/hour for each hour spent on
research activities.

By contrast, ‘additional remuneration’ refers to payments made on top of the employee’s usual
remuneration, which result in a higher hourly rate.

2 Additional remuneration includes not only the extra salary, but also the social security
contributions, taxes included in the remuneration and other costs included in the
remuneration that result from that extra salary.
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a ‘bonus’ for participating in a project; an additional contract for
specific tasks with a salary higher than the one under the main contract

additional salary paid to the employee for
additional hours worked on its standard work or expertise as defined in the employment contract (e.g.
overtime or additional contract for those additional hours), if the additional hours are remunerated
according to the standard salary conditions of the employee (i.e. do not result in a higher hourly rate). Note
that the standard salary conditions may provide for a mandatory complement for those additional hours (e.g.
overtime during night shifts).

Thus, the two main features that help characterising a remuneration component as basic or
additional are:

— hourly rate (no change to hourly rate would indicate basic remuneration, while a higher
hourly rate would indicate generally additional remuneration) and

— kind of work or expertise (usual kind of work or expertise according to the contract or
different/additional work or expertise).

Hourly rate
Work or expertise

Usual Higher

0 Indicates additional remuneration:
if triggered by the participation in a
project

o May however qualify as basic
remuneration if not dependent on a
project or type of projects (and
therefore spread over all activities,
e.g. based on merit of the employee
at stake)

Usual Indicates basic remuneration

Additional/different Indicates basic remuneration Indicates additional remuneration

! In case of doubt, the classification will be made also taking into account the classification
of the component under national tax law (i.e. if the tax authorities explicitly consider it as part
of the basic remuneration of the employee or as an additional remuneration within the meaning
of this guidance).

1.1.2 Costs for employees (or equivalent) must be declared on the basis of:

— either the individual actual personnel costs of each employee participating in the action
(the most common case) or

— on the basis of unit costs:

— either calculated by the beneficiary in accordance with its usual cost accounting
practices (i.e. ‘average personnel costs’) if in line with the specific eligibility
criteria (see further down in this article ‘Specific case: for personnel costs declared
as a unit cost’) or

— where applicable, unit costs fixed by the Commission; e.g. the mandatory unit cost
for SME owners and natural persons without a salary.
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1.1.3 The costs for employees (or equivalent) must comply with the following conditions for

eligibility:

2 Only costs for personnel ‘assigned to the action’ (i.e. working for the action according
to internal written instructions, organisation chart or other documented management
decision) can be eligible. Certain employment contracts indicate that the person is hired to
work on a specific project. If the person is supposed to work in the H2020 action but in
accordance to the employment contract s/he was hired to work on another project then an
amendment to the employment contract may be necessary to reflect its assignment to the
H2020 action.

' Moreover, personnel costs can be charged only for the hours dedicated to the action.
Such hours must be registered via time records or, if the person works exclusively in the
action, via a declaration (see Article 18.1.2).

For basic salary and mandatory complements:

fulfil the general conditions for costs to be eligible (i.e. incurred during the action
duration, necessary, etc.; see Article 6.1(a) and (b))

2 Any part of the remuneration which is calculated with reference to commercial
targets (e.g. x € for reaching a sales target, x % on sales) or fund raising targets (e.g. x
€ premium per externally funded project gained, x % of the external funding gained) is
ineligible. The reason is that they are neither incurred in connection with the work
described in Annex 1 of the action nor necessary for its implementation.

Example (not eligible because linked to fund raising target): a premium paid as a reward for
having obtained a specific grant is not eligble.

Payments of dividends to employees (profit distribution) are ineligible under Article
6.5(a)(i). (However, complements based on the overall financial performance of the
organisation (e.g. profitability or surplus) may be accepted as variable complements, if
they fulfil the conditions set out below.)

be fixed (conditions and amount or percentage) and mandatory according to national
law, collective labour agreements or the employment contract

Example: the employment contract between the entity and the person fixes a gross salary of EUR
3000 per month plus a transportation allowance of EUR 5 per working day.

! This condition for eligibility does not apply to ‘variable complements’.

be paid to the employee (or benefit to him/her) for his/her usual work, duties or tasks
(as defined in the employment contract or equivalent appointing act). Therefore, they
cannot depend on the participation in a specific action/project

2 Any part of the remuneration linked to tasks other than those covered by the basic
remuneration, in particular amounts triggered by the participation in a specific
action/project, are not eligible as part of the basic remuneration. (They may however
still be eligible as additional remuneration, see below.)

A payment is linked to a specific action/project, if the employee would not have
received it if s/he had not participated in work of the action/project; i.e. the triggering
event is in fact the participation in the action/project (e.g. an EU action), not the
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performance of the tasks defined in the employment contract or equivalent appointing

act.

For variable complements (in addition to the first and third conditions above):

the variable complement is authorised by national law, collective labour agreement
or the employment contract (or equivalent appointing act)

Examples:

1. the collective labour agreement establishes that all researchers may receive a complement
between EUR 100 and EUR 200 per month based on their seniority.

2. the national law authorises public universities to pay a complement based on merit of the
employees.

3. the contract fixes a premium of EUR 1000 for each research paper published in peer
reviewed international research journals.

the amount to be actually paid as variable complement is determined on the basis of
objective conditions which are, at least, established and documented in the internal
regulations of the beneficiary.

Example: based on the provisions of the collective labour agreement (see first example above)
the internal regulations of the employer provide that: all researchers with seniority between 3
and 5 years will receive a complement of EUR 150 and all researchers with seniority above 5
years will receive a complement of EUR 180.

% The variable complement cannot be paid to the employee at the sole discretion
of the manager (arbitrary complement). The decision to grant the complement must
be based on objective conditions, which should be documented in a procedure and
be verifiable.

Example: national law authorises public universities to pay a complement based on merit or
performance of the employees and the internal regulations of the public university provide for
an annual assessment exercise to determine the 'merit points' of each employee. The internal
regulations also set up the objective criteria based on which the 'merit points' are decided. The
internal regulations provide that all researchers with more than 10 ‘'merit points’ will receive a
complement of EUR 1000.

For additional remuneration (:£ionly for non-profit legal entities):

fulfil the general conditions for costs to be eligible (i.e. incurred during the action
duration, necessary, linked to the action, etc.; see Article 6.1(a) and (b))

Additional remuneration that is not directly linked to the participation in the EU action
(e.g. additional remuneration based on the participation in another project) is not
eligible.

Example:

A nuclear researcher in a public research centre (non-profit) worked for 1720 productive hours
Remuneration components:

a = annual salary: EUR 50 000

b = a complement for holding a management post (e.g. Head of department): EUR 1 600
¢ = additional remuneration for being Head scientist in the EU project: EUR 2 000

d = additional remuneration for being First Assistant on an internal action: EUR 1 000
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a and b would be used to calculate the researcher’s hourly rate:
hourly rate for the EU action = {(50 000 + 1 600)/1 720} = EUR 30

¢ would be subject to the specific eligibility conditions for additional remuneration. If eligible, it
would be subject to the eligibility ceiling.

d would not be eligible and would not be taken into account when calculating the hourly rate for the
EU action, as it is not linked to the participation in the EU action.

be paid to the employee (or benefits him/her) for the performance of additional work
or different expertise than his/her usual tasks

The work to be carried out (or expertise used) must be different from the standard
work or expertise (defined in the employment contract or equivalent appointing act
and covered by the standard remuneration package). This difference must be
verifiable.

be part of the beneficiary’s usual remuneration practices and be consistently applied
whenever the same kind of work or expertise is required

be calculated on the basis of criteria that are objective and generally applied by the
beneficiary, regardless of the source of funding used

The objective criteria must be related to the additional work or expertise.
Examples (acceptable criteria):
A normal salary is paid for teaching + additional remuneration is paid for doing research.

A normal salary is paid for research + additional remuneration is paid for taking up the
management of the research team and infrastructure.

A normal salary is paid for laboratory research + additional remuneration is paid for field
research.

A normal salary is paid for research on internal projects + additional remuneration is paid for
participating in a special type of projects as for example international cooperative projects, projects
awarded under competitive calls, etc.

Examples (not acceptable criteria):
Additional remuneration paid for using English.

Additional remuneration is paid only when participating in EU funded actions.

The system for making additional payments should be established in the beneficiary’s
internal rules (or at least be documented and known by the employees). (2 As for
variable complements, the additional remuneration cannot be paid to a specific
employee at the sole discretion of the management (arbitrary complement).)

Example (acceptable): All teachers carrying out research on top of their usual teaching
activities get an extra payment of 10% of their salary.

Example (not acceptable): The director decides at its sole initiative to pay an extra 10% to
one professor carrying out research.

However, the additional remuneration does not have to be the same for all persons
working in the same project. The objective criteria used to determine the additional
remuneration may result in different amounts for persons working in the same
project (e.g. the rule is that all teachers that carry out research on top of their

51



AGA — Annotated Model Grant Agreement: H2020 General MGA: V1.7 — December 2014

usual teaching activities get an extra payment between 10% and 20 % of their
salary, the precise percentage per teacher and project is determined according to
the level of responsibility in the specific project).

The rules for additional remuneration may not differ according to where the funds
come from. In particular, they cannot be set up for actions funded by a specific donor.
(Additional remuneration schemes that are applicable only to EU actions are not
acceptable.)

Example (acceptable): All professors carrying out research will be paid 10% more.

Example (not acceptable): All professors carrying out research will be paid 10% more when
they work on EU funded actions.

Also, they may not be subject to budget availability (i.e. only to be paid if there is
remaining funds in the project budget).

Additional remuneration is eligible only up to a certain ceiling (“eligibility ceiling’; see
point 1.1.4).

M To avoid abuses, the rules for additional remuneration will be exceptionally also
applied to the basic remuneration, if it has been artificially increased for participation in
the EU action.

Examples:

1. A researcher worked for the beneficiary, resigned, and subsequently signed a new contract with the
same entity (beneficiary) to work on the EU action for a higher salary. The rules for additional
remuneration will apply to the difference between the salary it used to receive (before resigning) and
the new higher salary (see point 1.1.4).

2. A researcher worked for the beneficiary, resigned, and subsequently signed a new contract with a
linked third party (or a third party providing in-kind contribution) to work on the EU action for a
higher salary. The rules for additional remuneration will apply to the difference between the salary it
used to receive (before resigning) and the new higher salary (see point 1.1.4).

3. Employees of a specific department/service of the company which is in charge of carrying out only
EU actions are paid a higher salary than their homologues in other departments carrying out the same
tasks requiring a similar level of expertise (i.e. the salary differential is attributable to the source of
funding). The rules for additional remuneration will apply to the difference between the salaries of
employees working for the specific department and those of employees of other departments carrying
out the same tasks with the same level of expertise (see point 1.1.4).
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Decision tree to determine eligibility of complements:

| Salary complement or supplementary contract resulting in a higher hourly rate ‘

i

(the employee would not have received the complement

Is it triggered by a specific project?

if it had not participated in the project)

Yo

s

No
Is the amount fixed and mandatory by Is it triggered by the EU action?
’ 3
law, collective agreement or the contract? l
Yes
. Ineligible ) l
o — _
4 T No Is it paid for additional work or different
¥ - expertise than the usual ones according to
Is r]lle scheme of the cglnplement No the (main) contract ?
authorised by law, collective agreement No
w or the contract? (‘arises firom') Yes
e
-~ » Is the beneficiary a non-profitlegal entity? [+
Yes
A Yes
Is the complement determined based on No ¢
objective criteria established at least in No | Isit part of the usual remuneration practices
the entity's internal rules? of the entity?
Yes
Yes Yy l
No Is the complement determined based on
T . . Arbitrary bonus «— objective criteria established at least in the
Is it based on commercial targets (e.g. Y / o
. es entity's internal rules?
sales target), fund raising targets or profit
distribution (dividends)? Yes
A h 4
N ) Yes . . .
No Ineligible Is it applied only to EU actions?
A A
- : l No
Basic Remuneration

Gddiﬁuna] RemuneraﬁoD

Remuneration costs of employees (or equivalent) not working on the premises of the beneficiary, i.e.
teleworking may be accepted as eligible if it is the beneficiary’s usual practice (i.e. if clear rules are
available). The system in place must make it possible to both identify and record the hours worked for the
action.

Costs of benefits in-kind provided by the beneficiary to its personnel (e.g. costs of a company car made
available to certain categories of employees for their own use) or of benefits equivalent to financial ones
(e.g. costs of lunch vouchers) may be accepted as eligible if they are justified and registered as personnel
costs in conformity with the beneficiary’s usual remuneration practices. Like all costs, they must fulfil the
eligibility conditions set out in Article 6.

In general, recruitment costs are not eligible as direct personnel costs, because the beneficiary is required
to have the necessary human resources. If a beneficiary needs to recruit additional personnel during the
action duration, the related costs would be considered part of the entity’s normal indirect costs, which
under Horizon 2020 are covered by a 25% flat-rate of the eligible direct costs.

Remuneration of post graduate students employed by the university (beneficiary) — Like any
personnel costs, PhD costs (i.e. personnel costs of students) are eligible, if they fulfil the conditions set out
in Article 6. In this context, fellowships/scholarship/stipends are assimilated to salaries provided that this
remuneration complies with the application national law on taxes, labour and social security. Furthermore,
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the assignment of tasks must respect the laws in force in the place of establishment of the beneficiary and
the persons must have the necessary qualifications for the performance of the tasks attributed to them in the
context of the H2020 action.

If a student works for a university, he/she may be exempt from paying (part of) the academic fees. Those
fees (or part of them) are eligible as a personnel cost if the student’s contract included the amount of
waived fees as part of his/her remuneration. The other conditions set out in Article 6 have to be fulfilled as
well (e.g. the full remuneration, included the value of the waived fees, must be recorded in the university’s
accounts).

Salaries and social security contributions paid during parental leave (either maternity leave or parental
leave) are eligible as part of the basic salary only if:

— they are mandatory under national law or collective labour agreement (e.g. statutory maternity
pay); and

— the beneficiary has actually incurred them; and

— they are not reimbursed by national (central, regional or local) authorities. In other words, only
the net amount paid by the beneficiary can be used to calculate the proportion to be charged to
the action; and

— the employee worked for the action before the parental leave.

For public bodies, the costs related to public officials paid directly from central, regional or local
government budgets may be considered eligible, if they fulfil the conditions set out in Article 6 (applied to
the central, regional or local government employing the public officials). In this case the public officials
will be considered as in-kind contributions (resources made available) provided by a third party (the
government) free of charge.

@ For more information on personnel made available to a beneficiary by a third party, see below and
Articles 11 and 12.

‘Supplementary contracts’ (whatever their form, i.e. a contract additional to the main contract between a
beneficiary and its employee) for carrying out tasks for specific actions (e.g. international projects) are
acceptable if it is the beneficiary’s usual practice and it is authorised under national law. However, the
difference between the remuneration paid in the additional contract and the standard remuneration package
(basic remuneration) in the first non-action-related contract is considered ‘additional remuneration’. As
such it is subject to the specific cost eligibility conditions explained above for additional remuneration and,
if eligible, to the eligibility ceiling.

1.1.4 The costs must be calculated as follows:

{{hourly rate

multiplied by

number of actual hours worked on the action},
plus

for non-profit legal entities: additional remuneration to personnel assigned to the action under the
conditions set out above (Point A.1)}.

! The total number of hours declared in EU and Euratom grants, for a person for a year,
cannot be higher than the number of annual productive hours used for the calculation of
the hourly rate (see below).
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! This calculation method also applies for persons working exclusively for the action.
Example (for calculation of costs for employees):

A nuclear researcher working for a public research laboratory (non-profit) worked:
1600 productive hours
800 hours declared for the action (at an hourly rate of EUR 40)
400 hours declared for another EU grant
S/he received eligible additional remuneration of EUR 2 000 for being Head of Project.
Calculation of the personnel costs: EUR 40/hour * 800 hours = 32000
Addition of the additional remuneration: = 2000
Total costs charged to the action for the year: 32000 + 2 000 = EUR 34 000

2 Condition: Actual hours declared for action + actual hours declared for another EU grant < total
productive hours (800 + 400 < 1600)

Procedure for calculating personnel costs:
Step 1 — Calculation of the hourly rate

According to the GA, the hourly rate — for personnel costs declared as actual costs —
must be calculated as follows:

{actual annual personnel costs (excluding additional remuneration) for the person
divided by

number of annual productive hours}.

Example (for calculation of hourly rate):

A nuclear researcher working for a public research laboratory (non-profit) worked 1600
productive hours.

Remuneration components:

a = annual salary: EUR 50 000

b = extra payment for holding a post involving radioactive hazards: EUR 5 000

¢ = additional remuneration for being Head Scientist in a Project: EUR 2 000

a and b would be used to calculate the hourly rate. The calculation must exclude any additional
remuneration which, if eligible, will have to be calculated separately.

hourly rate for the action = {(50 000 + 5 000)/1 600} = EUR 34

For the sake of simplicity and in order to avoid calculation errors, the hourly rate must be
calculated by financial year and has to be made always on the basis of full financial years.

Example: When the financial year matches the calendar year (most common case), i.e. 1%
January — 31% December, the hourly rate for the hours worked in 2014 will be calculated using
the personnel costs from January to December 2014.

If at the end of the reporting period the on-going financial year is not yet completed,
the beneficiary must use the same hourly rate it calculated for the last closed financial
year. In other words: if on a reporting period there are months for which the financial
year is not closed, the beneficiaries must use the last closed financial year available to
declare those costs. ( 4 It is not necessary to wait until the annual accounts have been
audited — ‘last closed financial year available’ refers here to the most recent full
financial year for which all information necessary to calculate the hourly rates in
accordance to the model grant agreement is available.)

Example: Action with 1 reporting period of 18 months from 1.10.2015 to 31.3.2017. The
beneficiary’s financial year closes on 31 December of every year.

Calculation of the hourly rate:
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For hours worked on the action from 1.10.2015 - 31.12.2015: the hourly rate of 2015 must
be used; i.e. hourly rate calculated on the basis of the annual personnel costs and annual
productive hours of the closed financial year 2015.

For hours worked on the action from 1.1.2016 — 31.12.2016: the hourly rate of 2016 must
be used; i.e. hourly rate calculated on the basis of the annual personnel costs and annual
productive hours of the closed financial year 2016.

For hours worked on the action from 1.1.2017 — 31.3.2017: the hourly rate calculated for
the last closed financial year available must be used, e.g. the one of the year 2016.
Therefore, the beneficiary will not calculate another hourly rate for the period from
1.1.2017 - 31.3.2017. Instead, it will simply continue applying the hourly rate calculated
for 2016 for the hours worked in that period.

!y The beneficiary cannot adjust the declared amounts (neither via positive nor
negative adjustments in the next reporting period) resulting from a re-calculation of the
hourly rate once the on-going financial year is closed. However, if the hourly rates for
the last closed financial year were incorrectly calculated (e.g. resulting from incorrect
accounting information) the beneficiary must correct them.

Example: an audit on the annual accounts of the beneficiary finds later errors in the acconting
information used to calculate the hourly rates.

Persons working exclusively in the action — There is no different calculation
method for staff working 100 % on the action. (The percentage of time dedicated to the
action does not make a difference for the way how personnel costs must be calculated;
it matters only for the types of records that must be kept (see Article 18.1.2)).
Therefore, the calculation method for personnel costs of Article 6.2.A applies in all
cases.

Example:

Researcher Y worked exclusively in the project during the reporting period running from
01/10/2014 to 31/03/2016. Its actual annual personnel costs were EUR 32 000 for 2014
and EUR 34 400 for 2015. The beneficiary applies 1720 as annual productive hours.

The personnel cost to be reported would be calculated as follows:

Hourly rate Hours worked for the project

2014 = (32000/1720) x [(1720/12 months) x 3 (Oct, Nov, Dec)]

18,60 X 430 = 8000
2015 @ (34400/1720) x 1720
20 X 1720 =34 400
2016 =» The financial year is not completed so we use the 2015 hourly rate
20 x [(1720 / 12 months) x 3 (Jan, Feb, Mar)] = 8600

TOTAL =51 000

Employees hired during the on-going financial year (at the end of the reporting
period) — Since these employees did not work for the beneficiary during the last
financial year, the hourly rate can only be calculated on the basis of his/her personnel
costs incurred during the reporting period.

Example:The beneficiary hires a new employee on 1.2.2016 = the hourly rate would be
calculated taking into account his/her personnel costs for February and March 2016.
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2 In order to avoid calculation errors, particular attention must be given in order
to correctly determine the pro-rata of the annual productive hours (e.g. if 1 720
hours are used, the productive hours for the period February-March would be 1
720 /12 * 2 = 287).

End-of-contract indemnities — Since the entitlement to end-of-contract indemnities
is most often generated over a period of time longer than a financial year, the
beneficiary may charge the corresponding part of the indemnity in the reporting period
in which the employee’s contract ends. However, the indemnity may be accepted only
if:

— arise from the applicable national labour law

— is recorded in the accounts of the beneficiary and

— is incurred during the duration of the action (although the actual payment
may take place latter).

2y Only the part of the indemnity that corresponds to the time worked by the
person on the action can be charged (i.e. pro-rata of the total time during which
the entitlement was generated).

The annual personnel costs may include only eligible personnel costs and must exclude
eligible additional remuneration (since that will be added at the end).

For calculating the annual productive hours, the beneficiary must use one of the following
three options:

— 1 720 hours for persons working full time (or corresponding pro-rata for persons
not working full time) (*1720 fixed hours”)

— the total number of hours worked by the person in the year for the beneficiary
(*individual annual productive hours’)

— the *standard number of annual hours’ generally applied by the beneficiary for its
personnel in accordance with its usual cost accounting practices (‘standard
annual productive hours’).

' The option must be applied not only to the person for whom it declares costs, but
per group of personnel employed under similar conditions.

2 Productive hours must be calculated on the basis of all working activities. Using
only “billable hours’ is not acceptable.

Example productive hours vs. billable hours:

X is a researcher employed full time in a research organisation participating in a Horizon
2020 action. According to the beneficiary’s cost accounting practices, the standard
number of annual hours (productive hours) is 1 600 hours.

At the end of the year, the distribution of time of X is as follows:

Type of activity Annual productive Billable hours
hours/activity

for Horizon 2020 action 400 400

for other projects 200 200

57



AGA — Annotated Model Grant Agreement: H2020 General MGA: V1.7 — December 2014

for the preparation of proposals for 600 0
new projects

member of the management board of 400 0
the RO

total number of hours 1600 600

2 In case the person concerned has been on parental leave during the year, the
annual productive hours may be reduced by subtracting from them the actual time

spent on parental leave.
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This table explains the three different options for annual productive hours:

Options

What does it mean?

When can it be used? How should it be used?

What happens if you make a mistake?

Option 1

1 720 fixed
hours

The number of hours is fixed for
full-time employees (and it is pro-
rata for employees working part-
time or working only part of the
year for the beneficiary).

Can be used in all cases; any beneficiary can use this option.
A pro-rata of 1720 hours can be used if;

— the employee has not worked the full year for the beneficiary
or

— the employee’s contract explicitly states (or allows to
determine) a precise percentage of a full-time-equivalent
covered by such contract.

Examples (pro-rata calculations):

1. Researcher X worked for Beneficiary Z from 1 October to 31 December; i.e.
3 full months. The pro-rata of the annual productive hors would be calculated
as follows:

1720/ 12 (months) * 3 (October, November, December) = 430 productive
hours

2. The contract of Researcher Y with Beneficiary Z establishes that it must work
20 hours per week, while a full-time employee at Beneficiary Z works 40 hours
per week. Working days and leave entitlements are the same. The annual
productive hours would be calculated as follows:

1720 * [20 hours (Researcher Y) / 40 hours (full-time employee)] = 1720
* 50 % (part-time percentage) = 860 productive hours

Option 2

Individual
annual
productive
hours

The number of hours is calculated
on the basis of the ‘annual
workable hours’ of the employee
(i.e. the total number of hours for
which a employee is working for
the beneficiary, including the
overtime worked and absences
(such as sick leave or other types

This option can be used, if:

— the number of ‘individual annual productive hours’ is
calculated according to the formula specified in the grant
agreement

{annual workable hours of the person (according to the employment
contract, applicable labour agreement or national law)

If our auditors find that a beneficiary made a mistake,
the Commission/Agency will recalculate the eligible
costs as follows:

— if the calculation method was not consistently
applied (e.g. the beneficiary used option 2 for one
employee and option 3 for another employee
employed under similar conditions): the auditors
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of special leave).

plus
overtime worked
minus

absences (such as sick leave and special leave)}

— the “annual workable hours’ are established according to one
of the following:

— employment contract of the person concerned
— applicable collective labour agreement

— national law on working time.

Example: contract stipulating 35 hours of work per week

% If the employment contract, collective labour agreement
or national law does not allow to determine the number of
individual annual workable hours, this option cannot be
used.

— this calculation method is consistently applied (per group of
personnel under similar conditions).

Example (calculation of individual annual workable hours):

Xis a full-time researcher (working eight hours per day, from Monday to Friday)
at Research Centre Z. X’s contract includes 22 working days of annual leave,
plus eight days of public holidays. In the financial year covered by the reporting
period in question, X worked 29 hours of overtime and was on sick leave for five
days.

The individual annual workable hours would therefore be:
365 days — 104 days (Saturdays and Sundays) — 22 days (annual leave) — 8
days (public holidays) = 231 days x 8 hours per day = 1 848 hours

Individual annual productive hours for Researcher X:
Annual working hours = 1 848
+ overtime (hours) =29
- annual sick leave (5 days x 8 hours) = 40
=» individual annual productive hours for Researcher X = 1 837

Research Centre Z may use 1 837 as individual annual productive hours for this

will adjust the number of annual productive hours
by applying option 2 to all persons concerned,
where possible.

if the employment contract, applicable collective
labour agreement or national working time
legislation does not allow determining the
number of individual annual workable hours: the
auditors will apply option 1.

if not all annual workable hours were included,
the auditors will recalculate the productive hours
to include all workable hours.
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researcher.

Employment contract remunerated ‘per hour’ — Some
employment contracts do not establish a fixed salary and a
number of hours to be worked, but an amount to be paid for each
hour worked by the employee.

In those cases, option 2 can be applied if all of the following
conditions are fulfilled:

— the employment contract explicitly fixes the hourly rate
to be paid

— the employment contract established that the salary is
the result of multiplying the hourly rate by the number
of hours worked

— the total salary paid under the employment contract is
identifiable and supported by auditable documents (e.g.
payslips and declarations to the tax authorities)

— the employment contract is the only contract between
the person and the entity (i.e. there is no other parallel
contract).

If those conditions are fulfilled, the ‘individual annual
productive hours” may be calculated as follows:

{total salary paid to the employee in the financial year
divided by

hourly rate fixed in the employment contract}.

Option 3

Standard
annual

The number of hours is calculated
on the basis of the ‘standard
annual productive hours’
generally  applied by the

This option can be used if:

— the number of standard annual productive hours is
calculated in accordance with the beneficiary’s usual cost

If our auditors find that a beneficiary made a mistake,
the Commission/Agency will recalculate the eligible
costs as follows:
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productive
hours

beneficiary for its personnel, in
accordance with its usual cost
accounting practices.

The standard annual productive
hours may be calculated for the
entity as a whole, per category of
personnel, per cost centre, etc.

The beneficiary may include or
exclude certain activities (e.g.
general training, general
meetings etc.) when calculating
the standard annual productive
hours, if this is in line with its
usual cost accounting practices.

accounting practices

this calculation method is consistently applied (per group
of personnel under similar conditions)

the number of standard annual productive hours is at least
90 % of ‘standard annual workable hours’.

The standard annual workable hours is the standard
number of hours that a full time employee of the group
having the same standard productive hours (‘reference
group’, e.g. a category of employees, employees of a cost
centre, etc.) must be present at work under normal
circumstances, as defined in:

— the employment contracts of the reference group
— an applicable collective labour agreement or
— the national law on working time legislation.

&y If the contract, collective labour agreement or
national law does not allow to determine the number
of individual annual workable hours, this option
cannot be used.

Example (no applicable reference for standard annual workable
hours):

A researcher carries out research for the beneficiary for a fixed
salary per month. However, the employment contract does not allow
to determine the number of hours to be worked. There is no
applicable collective agreement and national legislation does not
regulate the number of workable hours per year for this type of
labour agreement.

In this case, there is no applicable reference for standard annual
workable hours. Therefore, the beneficiary must use option 1 (1 720
annual productive hours).

If its number of standard annual productive hours is higher
than 90 %, the beneficiary must use the number of standard

if the standard annual productive hours were
calculated not in accordance with the
beneficiary’s usual cost accounting practices, the
auditors will adjust the number of annual
productive hours by applying option 2, if
possible;

if the calculation method was not applied
consistently, the auditor will adjust the number of
annual productive hours by applying option 2, if
possible;

if there is no applicable reference for the standard
annual workable hours, the auditors will apply
option 1;

if the number of standard annual productive
hours used by the beneficiary was lower than
90% of standard annual workable hours, the
auditor will use either the 90% of workable
hours or option 1, whichever is more favourable
for the beneficiary.

if conditions a) and b) are fulfilled but the
beneficiary uses 90% of standard annual
workable hours instead of the number of annual
productive hours arrived at by using its usual
accounting practices (higher than 90%), the
auditor will adjust the number of productive
hours to the higher number.
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annual productive hours.

If its number of standard annual productive hours is lower
than 90 %, the beneficiary must use the 90% or choose one
of the other options.

Example (calculation of standard annual workable hours):

Full-time researchers hired by Research Centre Z have an employment contract
that states that they must work eight hours per day, from Monday to Friday.
National legislation provides for 22 working days of annual leave, plus eight
days of public holidays. The applicable collective labour agreement adds three
extra days of annual leave.

The standard annual workable hours for Research Centre Z would therefore be:

365 days — 104 days (Saturdays and Sundays) — 22 days (annual leave) — 8
days (public holidays) — 3 days (collective agreement) = 228 days * 8 hours per
day =1 824 hours

Standard annual productive hours for Research Centre Z:

Research Centre Z would like to use its usual cost accounting practices to
calculate the hourly rates for EU actions. It calculates the number of standard
annual productive hours as follows:

Annual working days = 228
- average annual sick leave (days) =3
- days of general training = 4
- other unproductive activities (days) = 9
=» productive days = 212
Multiplied by 8 working hours per day
=» standard annual productive hours = 1 696

This number of standard annual productive hours must then be compared with
90% of standard annual workable hours (in this example 1 824).

90% of 1824 =1 642

1 696 hours (usual cost accounting practice) > 1 642 hours (90% annual
workable hours)

Research Centre Z may apply its number of standard annual productive hours
(i.e. 1 696) to EU actions since the number is higher than 90% of annual
workable hours.

& If its number of standard annual hours is lower than 1 642 (e.g. 20 days of
other unproductive tasks instead of 9 = 1 608 annual productive hours),
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Research Centre Z must apply 1 642 hours (90 % of the annual workable hours).

A If its number of standard annual productive hours is higher than 90% (in our
example it is 93%: 1 696/1 824), Research Centre Z must use this number (and
not 90 % of annual workable hours).

64



AGA — Annotated Model Grant Agreement: H2020 General MGA: V1.7 — December 2014

For personnel costs declared as a unit cost (on the basis of the beneficiary’s usual cost
accounting practices, i.e. ‘average personnel costs’), the hourly rate must be calculated by
the beneficiary in accordance with its usual cost accounting practices for determining the
hourly rates of its personnel.

The GA sets the following conditions:

the cost accounting practices used must be applied in a consistent manner,
based on objective criteria, regardless of the source of funding

The beneficiary must consistently apply its usual cost accounting practices
based on objective criteria that must be verifiable if there is an audit. It must
do this no matter who is funding the action.

' This does not mean that cost accounting practices must be the same for
all types of employees, departments or cost centres. If, for instance, the
beneficiary’s usual cost accounting practices include different calculation
methods for permanent personnel and temporary personnel, this is
acceptable. However, the beneficiary cannot use different methods for
specific research actions or projects on an ad-hoc basis.

Example (acceptable usual cost accounting practices): Individual (actual)
personnel costs are used for researchers, average personnel costs (unit costs
calculated in accordance with the beneficiary’s usual cost accounting practices)
are used for technical support staff.

Example (unacceptable usual cost accounting practices): Average personnel
costs are used to calculate costs in externally-funded projects only.

the hourly rate must be calculated using the actual personnel costs recorded in
the beneficiary’s accounts, excluding any ineligible cost or costs already
included in other budget categories

Any cost considered ineligible by the Commission but included in the
beneficiary’s usual accounting practices must be excluded when calculating
the personnel costs for the action.

If necessary, it must be adjusted to fulfil all eligibility criteria.

Example: A beneficiary calculates the hourly rate in accordance with its
usual cost accounting practices and includes taxes not included in
remuneration. These are ineligible and must therefore be removed from the
hourly rate declared for personnel working on the action.

Costs that are already included in other budget categories must be taken
out (double funding of the same costs).

Example: Beneficiaries whose cost accounting practices include for the
calculation of the hourly rate indirect costs under Article 6.2.These indirect
costs must be removed from the pool of costs used to calculate the hourly rate
charged to Horizon 2020 actions. In Horizon 2020 actions, indirect costs
must be declared using a flat rate of 25%, so personnel costs cannot include
any indirect costs.

Budgeted or estimated figures are not costs actually incurred and may only be
accepted as eligible components of the hourly rate if they:
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— arerelevant, i.e. clearly related to personnel costs

— are used in a reasonable way, i.e. they do not play a major role in
calculating the hourly rate

— correspond to objective and verifiable information, i.e. their basis is
clearly defined and the beneficiary can show how they were calculated

Example: calculating average 2014 hourly rates by using 2013 payroll data
and increasing them by adding the CPI (consumer price index) on which the
basic salaries are indexed.

— the hourly rate must be calculated using the number of annual productive hours
(i.e. either option 1 or 3).

! The beneficiaries may request the approval of the methodology used by them,
by submitting (via the following functional mailbox: EC-H2020-UNIT-COST-
METHODOLOGY-CERTIFICATION@ec.europa.eu) an audit certificate on
their usual cost accounting practices (for information on this point, see Article
18.1.2(b) and Annex 6). Costs declared in line with an approved methodology will
not be challenged subsequently (unless the beneficiaries concealed information for
the purpose of the approval).

Step 2 — Multiplying the hourly rate by the number of actual hours worked on the action

By multiplying the hourly rate by the number of hours actually worked by the person, the
beneficiary determines the amount it can declare as personnel cost.

Step 3 — For non-profit legal entities: addition of the additional remuneration (if any)

If the person received eligible additional remuneration (and if the beneficiary is a non-profit
legal entity), it may also declare the share of the additional remuneration that can be
attributed to the action in the way described below.

If the resulting amount is above the following eligibility ceilings, it must be capped:

Contract
Occupation
hired full time during the NOT hired full time during the
entire year entire year
working
exclusively  for EUR 8 000 pro-rata amount of EUR 8 000
the EU action

NOT working
exclusively for the
EU action

{8 000 / annual productive hours FTE} * hours worked for the
action over the year

The eligibility ceiling is fixed at EUR 8 000 per year for each full-time-equivalent (FTE), i.e.
EUR 8 000 for a full-time employee working exclusively for the action during the entire
year.

% The ceiling covers not only the additional salary but also all additional taxes, costs
and social security contributions triggered by the additional salary.


mailto:EC-H2020-UNIT-COST-METHODOLOGY-CERTIFICATION@ec.europa.eu
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For an employee working exclusively for the action but not hired full time during the
entire year, the ceiling is reduced pro-rata.

Examples

1. A researcher employed part time by the beneficiary to work four days a week during the
entiry year would correspond to 0.8 FTE = the ceiling would be fixed at EUR 8 000* 0.8 =
EUR 6 400 per year.

2. A researcher employed full time to work for the action from January to March (i.e. for three
months) would correspond to 0.25 FTE (3 out of 12 months) = the ceiling would be fixed at
EUR 8 000 * 0.25 = EUR 2 000.

If the researcher was employed part time (e.g. 80%), = the ceiling would be adjusted as
follows: 8 000 * 0.25 * 0.80 = EUR 1 600.

For an employee not working exclusively for the action, the ceiling is calculated pro-rata,
based on the hours worked for the action. Therefore, additional remuneration paid on top of
the standard hourly rate is eligible up to a maximum of:

EUR 8 000 *

annual productive
hours of an FTE

hours worked by the employee for the action over the year

Example:

An employee received a EUR 2 000 bonus for being Head of Project for the EU action.

S/he worked 1 600 annual productive hours, 800 of them for the EU action.

Maximum additional remuneration eligible for the EU action (eligibility ceiling):
{EUR 8 000/ 1 600} * 800 =5 * 800 = EUR 4 000

The additional remuneration paid for the EU action is eligible in full because it is lower than the
eligibility ceiling (2 000 < 4 000).

If the additional remuneration paid for being Head Scientist in the action had been EUR 7 000
instead of EUR 2 000, the eligibility ceiling would apply and only EUR 4 000 could be charged to
the action (even if the actual payment was EUR 7 000).

If the researcher had worked 200 hours instead of 800 hours for the EU action, the eligibility
ceiling would have been:

{(EUR 8 000/ 1 600} * 200 = 5 * 200 = EUR 1 000

In this case, the ceiling would also apply, since EUR 2 000 (additional remuneration paid) > EUR
1 000 (ceiling). Only EUR 1 000 could be charged to the action even if the actual payment was EUR
2 000.

1.2 Direct personnel costs: Costs for natural persons working under a direct contract

1.2.1 What? This budget category covers typically in-house consultants (i.e. self-employed
natural persons working part-time or full-time for the action under a contract which is not
governed by labour law; not companies) which comply with the eligibility conditions set out
below.
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What not? Persons provided by a temporary work agency. (Such costs may however be eligible
as ‘purchase of a service’ (see Article 10) or as a ‘subcontracting cost’ (see Article 13)).

1.2.2 Costs for natural persons working under a direct contract may be declared as actual costs or
on the basis of unit costs in accordance with the usual cost accounting practices (i.e. ‘average
personnel costs’; see Article 5.2(a)).

1.2.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for costs to be eligible (i.e. incurred/used during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a) and (b))

e there must be a direct contract between the natural person (individual) and the
beneficiary

The contract cannot be with a third party legal entity (e.g. a temporary work agency).

e the person must work under the beneficiary’s instructions and, unless otherwise
agreed with the beneficiary through a teleworking agreement, on the beneficiary’s
premises

It must be the beneficiary who decides on, designs and supervises all work. The
consultant must report to the beneficiary.

e the result of the work carried out must belong to the beneficiary

The work carried out, including any resulting patents or copyright, must belong to the
beneficiary.

e not be significantly different from costs for personnel performing similar tasks under
an employment contract with the beneficiary.

The remuneration must be based on working hours, rather than on delivering specific
outputs/products. (4 This implies that the beneficiary must keep records of the hours
worked for the action (e.g. time-sheets etc.; see Article 18.1.2)).

1.2.4 Cost of natural persons working under a direct contract for a beneficiary must be calculated
according to the same formula as the one explained in point 1.1.4 (i.e. hourly rate multiplied by
the number of actual hours worked on the action).

However, the hourly rate is different (since it is not based on the annual personnel costs as
registered on the payroll).

For the hourly rate, the beneficiaries must use one of the following options:
— if the contract specifies an hourly rate: this hourly rate must be used

— if the contract states a fixed amount for the services of the natural person and the
number of hours to be worked: this global amount must be divided by the number of
hours to be worked for the beneficiary under that contract.

! If the contract fixes a global amount, but does not specify the time to be worked, the
costs must be declared either as a purchase of service (see Article 10) or a subcontract
(see Article 13), but not as personnel costs.

68



AGA — Annotated Model Grant Agreement: H2020 General MGA: V1.7 — December 2014

1.3 Direct personnel costs: Costs for personnel seconded by a third party against payment

1.3.1 What? This budget category covers personnel seconded by a third party as an in-kind
contribution against payment’ (see Article 11).

® For information on in-kind contributions provided by third parties free of charge, see Articles 6.4 and
12.

1.3.2 Costs for personnel seconded by a third party may be declared as actual costs or on the basis
of unit costs (in accordance with the usual cost accounting practices, i.e. ‘average personnel
costs’) (see Article 5.2(a)).

1.3.3 The costs must comply with the following conditions for eligibility:

e fulfil the general conditions for costs to be eligible (i.e. incurred/used during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a) and (b))

e the person must be seconded

Secondment refers to the temporary transfer of personnel from a third party to the
beneficiary. The seconded person is still paid and employed by the third party, but
works for the beneficiary. S/he is at the disposal of the beneficiary.

Example: A researcher in a public research centre is seconded to work in a university that is a
beneficiary in a GA.

2 Secondment does not necessarily require the seconded person to work at the
beneficiary’s premises, though this is what usually happens.

o the beneficiary must reimburse the costs to the third party (i.e. not for free)
o fulfil the additional cost eligibility conditions set out in Article 11.1.

1.3.4 The same rules for calculation apply as in point 1.1.4.

1.4 Direct personnel costs: Costs of beneficiaries that are SMEs for their owners not
receiving a salary — Costs of beneficiaries that are natural persons not receiving a salary

1.4.1 What? These two budget categories cover the costs of SME owners and the costs of
beneficiaries that are natural persons not receiving a salary.

This includes SME owners who are remunerated/compensated for their work for the SME by
any other means than a salary (for example, dividends, service contracts between the company
and the owner, etc.).

What not? SME owners who receive a salary (registered as such in the accounts of the SME)
cannot declare personnel costs under this budget category, unless s/he can show that this salary
corresponds exclusively to the management of the SME (and is therefore not linked to the action).
(In this case, the salary for the management of the SME cannot be declared.)

2 If the remuneration status of the SME owner changes during the course of the action, the
beneficiary has to request an amendment (see Article 55), in order to change the form of costs
used (e.g. from unit cost to actual costs).
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Example:

A GA was signed in 2014 with an SME whose owner does not receive a salary. The action’s personnel costs are
calculated based on the unit cost set out in Annex 2.

In 2016, the SME starts paying the owner a salary for his/her work. From that moment on, any costs charged to
the Horizon 2020 action require an amendment to the GA to remove the unit cost and to allow the SME owner to
charge personnel costs based on his/her salary. The SME may no longer use unit costs to declare the costs of its
owner.

1.4.2 These costs must be declared on the basis of the unit cost (hourly rate) fixed by Commission
Decision C(2013) 8197*" and indicated in Annex 2 and 2a of the GA.

4 The Commission Decision does not fix the unit cost; the ‘amount per unit’ (hourly rate)
must be calculated for each individual — before signature of the GA — according to the
following formula:
Amount per unit = {{EUR 4,650/143 hours}
multiplied by

{country-specific correction coefficient of the country where the beneficiary is
established}}

Example: A German SME owner not receiving a salary will calculate the hourly rate as follows:
EUR 4.650/143 * 98.8% = EUR 32,13/hour

@® For the country-specific correction coefficient, see the Main Work Programme — MSCA™ in
force at the time of the call.

2 In practice, the declaration of costs for SME owners and beneficiaries that are natural persons
is very simple and almost completely automatised

1.4.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for unit costs to be eligible (i.e. units used during the action
duration, necessary, linked to the action, correct calculation etc.; see Article 6.1(b))

e Dbe declared for an owner of an SME/beneficiary that is natural person, who works on the
action but does not receive a salary.

The owner may be compensated by means such as dividends, service contracts between the
company and the owner, etc.

1.4.4 They are calculated as follows:
amount per unit (hourly rate; see Annex 2a GA) x number of actual hours worked on the action

' The total number of hours declared in EU and Euratom grants for an SME owner for a year
cannot be higher than the standard number of annual productive hours used for the calculation
of the hourly rate. For SME owners without salary, this is 1 720 hours.

" Available at http://ec.europa.eu/research/participants/data/ref/h2020/other/legal/unit_costs/unit-costs sme-

owners_natural-persons-no-salary en.pdf
18 Available at http://ec.europa.eu/research/participants/portal/desktop/en/funding/reference docs.html#h2020-

work-programmes .
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The Commission may verify that the beneficiary fulfils the conditions for charging this unit
cost.

1.5 Direct personnel costs: Personnel costs for providing trans-national or virtual access to
research infrastructure

1.5.1 What? This budget category covers the personnel costs in actions under Part I, ‘Research
infrastructures’ involving ‘provision of access activity’ (see Article 16), i.e.:

— costs for employees (or equivalent)
— basic remuneration and
— for non-profit legal entities: additional remuneration
— costs for natural persons working under a direct contract and
— costs of personnel seconded by a third party against payment.
% You may use this option only if it is foreseen in your GA.

1.5.2 Personnel costs for providing trans-national or virtual access to research infrastructure may
be declared as actual costs or on the basis of unit costs (in accordance with the usual cost
accounting practices, i.e. ‘average personnel costs’) (see Article 5.2(a)).

1.5.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for costs to be eligible (i.e. incurred/used during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a) and (b))

o fulfil the specific conditions for costs for employees (or equivalent), costs for natural
persons working under a direct contract or costs of personnel seconded by a third party
against payment

e Dbe incurred for providing trans-national or virtual access to research infrastructure
o fulfil the additional cost eligibility conditions set out in Article 16.1 or 16.2.

1.5.4 The same rules for calculation apply as in points 1.1.4., 1.2.4 and 1.3.4.
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B. Direct costs of subcontracting [(not covered by Point F)] (including related duties, taxes and charges
such as non-deductible value added tax (VAT) paid by the beneficiary) are eligible if the conditions in
Article 13.1.1 are met.

[OPTION to be used for trans-national access to research infrastructure: Subcontracting costs for
providing trans-national access to research infrastructure are eligible only if also the conditions set out in
Article 16.1.1 are met.]

[OPTION to be used for virtual access to research infrastructure: Subcontracting costs for providing
virtual access to research infrastructure are eligible only if also the conditions set out in Article 16.2 are
met.]

1. Direct costs of subcontracting: Types of costs — Cost form — Conditions for eligibility —
Calculation

1.1 What? This budget category covers (and is limited to) the price paid for subcontracts and the
related taxes (for VAT, see Article 6.5).

', The options for access to research infrastructure may be used only if it is foreseen in your GA.

1.2 Direct costs of subcontracting must be declared as actual costs (i.e. on the basis of the prices
actually paid) (see Article 5.2(b)).

1.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for actual costs to be eligible (i.e. incurred during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a))

e Dbe incurred for the subcontracting of action tasks described in Annex 1 (see Article
13)

o fulfil the additional cost eligibility conditions set out in Article 13.1.1

e for subcontracting costs incurred for providing trans-national or virtual access to
research infrastructure: fulfil the additional eligibility conditions set out in Article
16.1 or 16.2.

1.4 There is no specific calculation method; the costs must correspond to the eligible costs
actually incurred.
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C. Direct costs of providing financial support to third parties [(not covered by Point F)] [OPTION to be
used if Article 15 applies: are eligible if the conditions set out in Article 15.1.1 or 15.2.1 are met.]

[OPTION: Not applicable]

1. Direct costs of providing financial support to third parties: Types of costs — Cost form —
Conditions for eligibility — Calculation

1.1 What? This budget category covers costs for financial support to third parties under Article
15.

2 You may use this option only if it is foreseen in your GA.

1.2 Direct costs of providing financial support to third parties must be declared as actual costs
(i.e. on the basis of the financial support actually paid) (see Article 5.2(c)).

1.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for actual costs to be eligible (i.e. incurred during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a))

o fulfil the additional cost eligibility conditions set out in Article 15.1.1.

1.4 There is no specific calculation method; the costs must correspond to the eligible costs
actually incurred.
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D. Other direct costs [(not covered by Point F)]

D.1 Travel costs and related subsistence allowances (including related duties, taxes and charges such as
non-deductible value added tax (VAT) paid by the beneficiary) are eligible if they are in line with the
beneficiary’s usual practices on travel.

[OPTION to be used for trans-national access to research infrastructure: Travel costs for providing trans-
national access to research infrastructure are eligible only if also the conditions set out in Article 16.1.1 are
met.]

1. Travel costs and related subsistence allowances: Types of costs — Cost form —
Conditions for eligibility — Calculation

1.1 What? This budget category covers travel costs and related subsistence allowances (including
all related duties, taxes and charges that the beneficiary has paid, if including them is part of the
usual practices for travel (e.g. non-deductible VAT; see Article 6.5)).

Best practice: Beneficiaries may contact the Commission/Agency to ask whether a particularly
expensive travel plan would be accepted or not.

Travel and subsistence costs may relate to the personnel of the beneficiaries as well as to external
experts that participate in the action on an ad hoc basis (e.g. attending specific meetings), if the
experts’ participation is envisaged in Annex 1. In this case, the beneficiary may reimburse the
experts or handle the travel arrangements itself (and be invoiced directly).

There is no distinction between travelling in or outside of Europe.

! The option for access to research infrastructure may be used only if it is foreseen in your GA.
1.2 Travel and subsistence costs must be declared as actual costs (see Article 5.2(d)).

1.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for actual costs to be eligible (i.e. incurred during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a))

The travel for which costs are claimed must be necessary for the action (e.g. to present
a paper explaining the results of a conference). &4 Travel costs related to an event at
which the beneficiary carried out work not specifically related to the action are not
eligible.

All travel costs must be limited to the needs of the action; 4 costs related to extensions
(for other professional or private reasons) are not eligible.

Moreover, they must be adequately recorded.
e Dbe in line with the beneficiary’s usual practices on travel

Example:

Beneficiary A declares the cost of a business class airplane ticket for one of its employees.

If the beneficiary usually pays for staff in this category to travel in business class, then the cost of the
business class ticket is eligible.

If the beneficiary’s usual practice is to only pay for economy class tickets for staff in this category, then
the cost of the business class ticket is not eligible.
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If the beneficiary reimburses travel and/or related subsistence allowances as a lump
sum and/or per diem payment, it is the lump sum or per diem amount that is considered
an eligible cost, not the actual prices paid by the person receiving the lump sum or per
diem.

2 Such lump sums or per diem payments are not ‘unit costs’ or ‘lump sum costs’
under Article 5.2, but actual costs (because they are the actual cost incurred by the
beneficiary). The amount of the per diem or lump sum paid by the beneficiary must
be recorded in the beneficiary’s accounting system and will be checked if there is
an audit.

o for travel and subsistence costs incurred for providing trans-national access to
research infrastructure: fulfil the additional cost eligibility conditions set out in
Article 16.1.

1.4 There is no specific calculation method; the costs must correspond to the eligible costs
actually incurred.
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D.2 [OPTION by default: The depreciation costs of equipment, infrastructure or other assets (new or
second-hand) as recorded in the beneficiary’s accounts are eligible, if they were purchased in accordance
with Article 10.1.1 and written off in accordance with international accounting standards and the
beneficiary’s usual accounting practices.

The costs of renting or leasing equipment, infrastructure or other assets (including related duties, taxes and
charges such as non-deductible value added tax (VAT) paid by the beneficiary) are also eligible, if they do
not exceed the depreciation costs of similar equipment, infrastructure or assets and do not include any
financing fees.

The costs of equipment, infrastructure or other assets contributed in-kind against payment are eligible, if
they do not exceed the depreciation costs of similar equipment, infrastructure or assets, do not include any
financing fees and if the conditions in Article 11.1 are met.

The only portion of the costs that will be taken into account is that which corresponds to the duration of the
action and rate of actual use for the purposes of the action.]

[OPTION (alternative to option above) to be used if foreseen in the work programme'®: The cost of
purchasing equipment, infrastructure or other assets (new or second-hand) (as recorded in the
beneficiary’s accounts) are eligible if the equipment, infrastructure or other assets was purchased in
accordance with Article 10.1.1.

The costs of renting or leasing equipment, infrastructure or other assets (including related duties, taxes and
charges such as non-deductible value added tax (VAT) paid by the beneficiary) are also eligible, if they do
not exceed the depreciation costs of similar equipment, infrastructure or assets and do not include any
financing fees.

The costs of equipment, infrastructure or other assets contributed in-kind against payment are eligible, if
they do not exceed the depreciation costs of similar equipment, infrastructure or assets, do not include any
financing fees and if the conditions in Article 11.1 are met.]

[OPTION (in addition to one of the two options above) for trans-national and virtual access to research
infrastructure: As an exception, the beneficiaries must not declare such costs (i.e. costs of renting, leasing,
purchasing depreciable equipment, infrastructure and other assets) for providing trans-national or virtual
access to research infrastructure (see Article 16).]

8 To be used as an exception, only if justified by the nature of the action and the context of the use of the equipment or assets, if provided

for in the work programme.

1. Equipment costs: Types of costs — Cost form — Conditions for eligibility — Calculation

The beneficiaries may declare the following types of equipment costs as ‘other direct costs —
equipment costs’:

one of the following:
— either depreciation costs of equipment, infrastructure or other assets
— or purchase costs of equipment, infrastructure or other assets (if option applies)
and:
— costs of renting or leasing of equipment, infrastructure or other assets

— costs of equipment, infrastructure or other assets contributed in-kind against
payment.
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1.1 Equipment costs: Depreciation costs of equipment, infrastructure or other assets

1.1.1 What? This budget category covers the depreciation of equipment, infrastructure or other
assets, for the relevant periodic report.

In some cases (e.g. infrastructure), equipment costs may include the costs necessary to ensure that
the asset is in good condition for its intended use (e.g. site preparation, delivery and handling,
installation, etc.).

What not? If the beneficiary’s usual practice is to consider durable equipment costs (or some of
them) as indirect costs, these cannot be charged as direct costs, but are covered by the 25% flat
rate for indirect costs (see Article 6.2.E). Any depreciation charged as a direct cost under a
Horizon 2020 action must be a direct cost under the beneficiary’s cost accounting practices (see
concept of “direct cost’ in Article 6.2.)

Example: Log book used to record the time and use of a wind tunnel for a specific action/activity.
1.1.2 Equipment costs must be declared as actual costs (see Article 5.2(d)).
1.1.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for actual costs to be eligible (i.e. incurred during the action
duration, necessary, linked to the action, recorded in the beneficiary’s accounts, etc.; see
Article 6.1(a))

e have been purchased in accordance with Article 10.1.1

e Dbe written off in accordance with the beneficiary’s usual accounting practices and with
international accounting standards.

‘International accounting standards’ are an internationally recognised set of rules for
maintaining books and reporting company accounts, designed to be compared and
understood across countries.

Example: The IAS (international accounting standards) or the International Financial Reporting
Standards (IFRS), originally created by the EU and now in common international use.

1.1.4 They must be calculated according to the following principles:

— The depreciable amount (purchase price) of an asset must be allocated on a
systematic basis over its useful life (i.e. the period during which the asset is expected
to be usable; see also “cash-based accounting’ below).

— Depreciated equipment costs canNOT exceed the equipment’s purchase price.

— Depreciation canNOT be spread over a period longer than the equipment’s useful
life.

Equipment not used exclusively for the action — If the beneficiary does not use the equipment, assets,
etc. exclusively for the action, only the part of the equipment’s or asset’s ‘working time’ for the action may
be charged (i.e. the percentage of actual use and time used for the action). The amount of use (percentage
and time used) must be auditable (i.e. the hours that the equipment has been used for the project must be
recorded).
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Example:

A microscope was bought but had not been fully depreciated before the action started. For 6 months in reporting
period 1, it was used for action for 50 % of the time and for other activities for the other 50% of the time. Linear
depreciation according to the beneficiary’s usual practices (depreciation over the expected period of use of the
microscope): EUR 100000 per year (EUR 50 000 for 6 months).

Costs charged to the project: EUR 50000 (6 months of use) multiplied by 50% of use for the action during those
6 months = EUR 25 000.

Charging the full price of an asset in one single year might be considered either as not compliant with
the international accounting standards or as an ‘excessive’ cost, if the asset is expected to be used over
more than one year. It may therefore be considered ineligible (see ‘cash-based accounting’ below).

Depreciation costs for equipment used for the action, but bought before the action start are eligible if
they fulfil the general eligibility conditions of Article 6.1(a). These remaining depreciation costs (the
equipment has not been fully depreciated before the action’s start) may be eligible only for the portion
corresponding to the action duration and to the rate of actual use for the purposes of the action.

Example:

According to the beneficiary’s accounting practices, an equipment bought in January 2013 has a depreciation
period of 48 months.

If the GA is signed in January 2015 (when 24 months of depreciation have already passed) and the equipment is
used for this action, the beneficiary can declare the depreciation costs incurred for the remaining 24 months, in
proportion to the equipment’s use for the action.

Cash-based accounting — If recording the equipment’s total purchase cost as an expense follows the
beneficiary’s usual accounting practices and national accounting law, the beneficiary may charge the part
of the cost that corresponds to the use of the item for the action to the relevant reporting period.

This is however only accepted, if all of the following apply:
— the cost is economic and necessary
— only the portion of the equipment used for the action is charged

I If the equipment is used for other projects and/or for other activities, part of the equipment
cost must be charged to these other projects/activities.

— the amount of use (percentage used and time) must be auditable

— the percentage of the purchase cost charged to the action is calculated as follows:

{amount of time during which the equipment was used for the action (from the purchase date to the end
of use for the action)

divided by
equipment’s total useful life}.

‘Useful life’ means the time during which the equipment is useful to the beneficiary.

2, Useful life may be defined according to the beneficiary’s practices or be established per
type of equipment by national tax regulations.
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Example:

A beneficiary that uses cash-based accounting buys a machine for EUR 100000 in March 2015. The machine
is used for the action 50% of the time from 1 July 2015. The action started in January 2015 and runs for
three years with two reporting periods. The machine’s useful life is six years.

In the reporting period ending in June 2016, the beneficiary must declare part of the purchase cost, taking
into account the percentage of use, the time used for the action and the machine’s useful life:

EUR 100 000 x (12/72months) x 50% (used for the action) = amount charged for the machine in the
first reporting period

In the reporting period ending in December 2017, the beneficiary must declare:

EUR 100 000 x (18/72months) x 50% (used for the action) = amount charged for the machine in the
second reporting period

Prototype or pilot plant (constructed as part of the action tasks) — Normally beneficiaries may only
charge the depreciation costs for equipment, infrastructure or other assets that are used for the project.

(Full) Construction costs (of a prototype or pilot plant) may however exceptionally be eligible as
‘equipment costs’, if all of the following apply:

— building the prototype or pilot plant is part of the action tasks (i.e. described in Annex 1 of the
GA)

— the costs are foreseen in the estimated budget (Annex 2 of the GA)
— the cost eligibility conditions of Articles 6.1 and 6.2 are met.

2 In particular the costs must be recorded in the beneficiary’s accounts in accordance with the
national accounting standards and with the beneficiary’s usual cost accounting practices (see
Article 6.1(a)(V)).

Example:

If according to national accounting standards the prototype must be depreciated, the beneficiary may
only declare the depreciation costs (as recorded in its accounts), not the full construction cost.

2 If the full construction cost of the construction is eligible (rather than the depreciation) and if the
construction was externalized to a third party (other than a linked third party), the costs will not be
eligible as ‘equipment costs’, but may be eligible as ‘direct costs of subcontracting’ (Articles 6.2.B and
13).

1.2 Equipment costs: Full cost of purchasing equipment, infrastructure or other assets

This budget category covers the full purchase costs of capitalised equipment, infrastructure or
other assets (not only the depreciation costs for the relevant periodic report).

‘Capitalised’ means recorded as assets in the beneficiary’s balance sheet.
2 You may use this option only if it is foreseen in your GA.
1.3 Equipment costs: Costs of renting or leasing equipment

1.3.1 What? This budget category covers the costs of renting or leasing equipment (finance
leasing, renting and operational leasing).

1.3.2 Equipment costs must be declared as actual costs (see Article 5.2(d)).
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1.3.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for actual costs to be eligible (i.e. incurred during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a))

e not exceed the depreciation costs of similar equipment, infrastructure or assets
e not include any financing fees.
1.3.4 They must be calculated according to the following principles:
— For leasing (finance leasing) with the option to buy the durable equipment:

— The equipment leased by the beneficiary must be recorded as an asset of the
beneficiary and the depreciation costs may be declared in accordance with the
beneficiary’s usual accounting practices.

— The costs declared canNOT exceed the costs that would have been incurred if the
equipment had been purchased and depreciated under normal accounting practices.

! The finance charges included in the finance lease payments are thus ineligible.

— The costs declared canNOT include any interest on loans taken to finance the
purchase, or any other type of financing fee.

— For renting and operational leasing: the equipment rented or leased by the beneficiary is
not recorded as an asset of the beneficiary: There is no depreciation involved (since the
item is still the property of the renting or leasing firm), but the rental or lease costs of the
beneficiary (i.e. its periodic payments to the renting or leasing firm) are eligible, if they
follow the beneficiary’s usual practices and do not exceed the costs of purchasing the
equipment (i.e. are comparable to the depreciation costs of similar equipment).

1.4 Equipment costs: Costs of equipment, infrastructure or other assets contributed in-kind
against payment

1.4.1 What? This budget category covers the costs of equipment, infrastructure or other assets
contributed in-kind against payment.

1.4.2 Equipment costs must be declared as actual costs (see Article 5.2(d)).
1.4.3 The costs must comply with the following conditions for eligibility:

o fulfil the general conditions for actual costs to be eligible (i.e. incurred during the
action duration, necessary, linked to the action, etc.; see Article 6.1(a))

e not exceed the depreciation costs of similar equipment, infrastructure or assets
e not include any financing fees
o fulfil the additional cost eligibility conditions set out in Article 11.1.

1.4.4 The costs must correspond to the amount paid by the beneficiary and must not exceed the
depreciation cost of the third party.
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D.3 Costs of other goods and services (including related duties, taxes and charges such as non-deductible
value added tax (VAT) paid by the beneficiary) are eligible, if they are:

(@) purchased specifically for the action and in accordance with Article 10.1.1 or
(b) contributed in kind against payment and in accordance with Article 11.1.

Such goods and services include, for instance, consumables and supplies, dissemination (including open
access), protection of results, certificates on the financial statements (if they are required by the Agreement),
certificates on the methodology, translations and publications.

[OPTION to be used for trans-national access to research infrastructure: Costs of other goods and
services for providing trans-national access to research infrastructure are eligible only if also the
conditions set out in Article 16.1.1 are met.]

[OPTION to be used for virtual access to research infrastructure: Costs of other goods and services for
providing virtual access to research infrastructure are eligible only if also the conditions set out in Article
16.2 are met.]

1. Costs of other goods and services: Types of costs — Cost forms — Conditions for
eligibility — Calculation

1.1 What? This budget category covers any goods and services that were purchased for the action
(or contributed in-kind against payment), including:

— costs for consumables and supplies (e.g. raw materials, scientific publications needed for
the action, etc.)

— dissemination costs (including open access during the action) and conference fees for
presenting project-related research

— costs related to intellectual property rights (IPR) (including costs to protect the results or
royalties paid for access rights needed to implement the action)

— costs for certificates on financial statements (CFS) and certificates on methodology (unless
unnecessary, for instance because the EU or Euratom contribution is less than EUR
325000) or the certificate was submitted not for the final report but before).

— translation costs (if translation is necessary for the action’s implementation, is justified,
etc.).

Best practice: If there is any doubt about whether a cost is eligible, you should contact the
Commission/Agency.

', The option for access to research infrastructure may be used only if it is foreseen in your GA.

What not? If it is the beneficiary’s usual accounting practice to consider some of these costs (or
all of them) as indirect costs, they cannot be declared as direct costs (since they will already be
covered by the 25% flat rate).

Royalties paid for IPR access rights (and by extension any lump sum payments) — are normally eligible,
if all the eligibility conditions are met (e.g. necessary for the implementation of the action, incurred during
the action, reasonable, etc.).

81



AGA — Annotated Model Grant Agreement: H2020 General MGA: V1.7 — December 2014

! Eligibility is however limited/excluded in the following cases:

— royalties for an exclusive licence: are eligible only if it can be shown that the exclusivity (and
thus the higher royalties) is absolutely necessary for the implementation of the action

— royalties for licensing agreements which were already in force before the start of the action:
only the part of the licence fee that can be linked to the action is eligible (since the licence
presumably goes beyond the action implementation)

— royalties for access rights to background granted by other beneficiaries under Article
25.2: The default rule is that access rights needed to implement the action are granted on a
royalty-free basis. Beneficiaries may deviate from the default rule only if agreed by them
before signing the GA. Therefore, royalties paid may be eligible only if agreed by all
beneficiaries before the GA is signed and all the other eligibility conditions are met (e.g.
necessary for the implementation of the action, reasonable, etc.).

Best practice: If beneficiaries intend to deviate from the default rule, it is recommended that
this is explained in detail in their proposal.

— royalties for access rights to background granted by other beneficiaries under Article
25.3 (and by extension royalties paid to third parties for exploitation of the results): are not
eligible.

Costs related to protection of the action’s results (e.g. consulting fees, fees paid to the patent office for
patent registration; see Article 27) — are eligible if the eligibility conditions are fulfilled. Costs related to
protection of other intellectual property (e.g. background patents) are NOT eligible.

Costs for drafting the ‘plan for the e