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FINANCIAL GUIDELINES—EXECUTIVE SUMMARY

1- First Principles

> The Financia Regulation of the Communities’, and the Rules f¢r participation and
dissemination of the results of the Sixth Framework Program FP)?, establish the
basic principles for the Community financial contribution to jndjrect actions in the 6FP.
This contribution can be made either :

e by meansof acall for tenders (public procurement), 0
e more usually, by means of acall for proposals (gr

» In addition to the two different procedures (cal for, ersvs| cail for proposals) there are
differences relating to the amount and nature Of finangra contribution. Whereas
public procurement consists of the payment rice for goods or services
rendered, grants are limited to a contribution [to cerfain costs (or in special cases a lump
sum payment) incurred by the beneficiary. Therefore, public procurement permits a profit
whereas grants forbid any profit.

» Usudly, the Community financia contributpon to indirect actions (research and

development projects) under the 6 ill be®y means of grants (public procurement is
used only in the case of purchase or services by the Commission for its use and
this is limited to certain gft actions (the instrument SSA)"). All other
instruments will py vheans of a grant (other specific support actions,
integrated projects, netivarks/'of gxgellence, specific targeted projects, coordination actions

1Regulation (EC, EURATOM 51R002/0f the Council of 25 June 2002 regarding the Financial Regulation applicable to the
general budget of the 9

Article 88, Paragraph 1 of Regulation n°1605/2002 of the Council of 25 June 2002

« Public contracts for pecuniary interest concluded in writing by a contracting authority within the
meaning 0 3 and 168, in order to obtain, against payment of a price paid in whole or in part from the budget,
the suppl glalle or immovable assets, the execution of works or the provision of services.

These contracts £omprise:

(c) works contracts;

(d) service contracts »

“ Articles 9.2b) and 14.1b) of the Regulation of European Parliament and of the Council relating to the rules for participation of
enterprises, research centres and universities and rules of dissemination of the results of research for the implementation of the
sixth framework programme of the European Community (2002-2006).

® Title VI, Chapter 1, Section 1, Article 107, Paragraph 1 of Regulation n°1605/2002 of the Council of 25 June 2002
« Grants are direct financial contributions, by way of donation, from the budget in order to finance:
(a) either an action intended to help achieve an objective forming part of a European Union policy;

(b) or the functioning of a body which pursues an aim of general European interest or has an objective forming part of
a European Union policy.

They shall be covered by a written agreement. »

¢ Article 14.1 of the Regulation of European Parliament and of the Council relating to the rules for participation of enterprises,
research centres and universities and rules of dissemination of the results of research for the implementation of the sixth
framework programme of the European Community (2002-2006).

7 Articles 9.2b) and 14.1 of the Regulation of European Parliament and of the Council relating to the rules for participation of

enterprises, research centres and universities and rules of dissemination of the results of research for the implementation of the
sixth framework programme of the European Community (2002-2006).
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2 - Nature of the grant

» The Rules for Participation allow the Community contribution to a grant to be made in
one of two forms:

e Lump sum payments’

e Reimbursement of eligible costs’ (« Grant to Budget » et « Grapt to Integration »)

» The use of lump sums or fixed rate amounts is limited by the
actions such as prizes, training actions, unitary scale costs (whe
to certain terms and conditions across the board for all use
contribution is less than € 5,000. Therefore, lump sum gré

ancial Regulation to
dtes are fixed according
and actions where the EC
| only be used under the
ces and mobility actions.
(Certain kinds of reimbursements of eligible costs D s of fixed rates with the
agreement of the participant eg. fixed rate reimbdrsépent for gverheads in certain cost
models or certain actions)

» Thevast mgjority of indirect actions under the 6F|V|H be financed by means of grantsin
the form of reimbursement of eligible costs.

a
Ed

3-Principlesapplicabletoqran;ts/wkchr ymbur se eligible costs

to grants which reimburse eligible costs must
ablished by the Financial Regulation®™, its
ewgfk Programme®® and its Rules for Participation®?

vl

conform to the principles_and /rutes
Implementing Rules™,
including:

e Theprinciple g¥n
e Theprinciple
e Theprinciple

These prinéiples must|be followed at the level of the project itself.

4-Th C@n nit

e [Th nt of the Community financial contribution is determined by a number of
factdrsAncluding the instrument, the activity, the cost model, the amount of any

financial contribution

8 Article 14.1 b) of the Regulation of European Parliament and of the Council relating to the rules for participation of enterprises,
research centres and universities and rules of dissemination of the results of research for the implementation of the sixth
framework programme of the European Community (2002-2006).

° Articles 14.1 a) and 14.1 c) of the Regulation of European Parliament and of the Council relating to the rules for participation of
enterprises, research centres and universities and rules of dissemination of the results of research for the implementation of the
sixth framework programme of the European Community (2002-2006).

'° Title VI — Chapter 2 « Grant principles » — Article 109 — paragraphs 1 and 2 of Regulation n°1605/2002 of Council of 25 June
2002

Title VI — Chapter 2 « Grant principles » — Article 113 — Regulation n°1605/2002 of Council of 25 June 2002

' Article 163 « Rule of non-profit » - paragraph 1 of the Regulation of the Commission regarding the implementing rules of
Regulation n°1605/2002 — SEC (2002) 835 final of 24.7.2002.

2 Annex Il — Section 2 — paragraph 5 of the Decision of the European Parliament and Council n°1513/2002/EC of 27 June 2002

Annexe Il — Section 2 — table — footnote page (1) of the Decision of the European Parliament and Council n°1513/2002/EC of
27 June 2002

18 Article 14 « Community financial contribution » — Paragraph 2 (d) of the Regulation of European Parliament and of the
Council relating to the rules for participation of enterprises, research centres and universities and rules of dissemination of the
results of research for the implementation of the sixth framework programme of the European Community (2002-2006).
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receipts to the project and the Community framework state aids in the area of research and
devel opment.

a. Cost Model Applicability

e The cost models are applicable to al instruments in the Sixth Framework
Programme where the Community contribution is a grant for integration (Networks of
Excellence) or a grant to the budget (Integrated Projects, Specjfic Targeted Projects,
Specific Actions for SMEs, Integrated Infrastructure Inuigitves*, Coordination
Actions, and certain Specific Support Actions). They”ddg not apply to those
instruments where the Community financial contributio: lump sum grant (certain
Specific Support Actions and certain Actions prg human resources and
mobility).
e For some actions promoting human resources angt mob a specialised version of
the cost model is applied.

b. Cost Models
There are three cost modelsin typical research

- dl eligible direct foylal gosts and aflat rate for indirect costs are charged. The flat

rate is 20% of all (i rdgt/ additigrial costs minus the cost of sub-contracts.
(*User fee: a user] fee cost model may be used for access to infrastructure activities either
[ ' ; [ ructure initiatives or in the specific support actions for

are eligible costs that are associated directly to the project, and are
by the contractor in accordance with its usual accounting practices,

ogHer sources of funding.

Direct additional costs of personnel can include:

- personnel with atemporary contract for working under the Community contract
concerned ;

- personnel with atemporary contract with aview to completing a doctorate ;

- personnel whose employment contract depends wholly or in part on additional

external financing. In this case, costs charged to the project must exclude all costs

covered by normal recurring financing.

e Indirect costs are, for those working on the full cost model, al eligible costs
determined by the contractor, in accordance with its usua accounting practices,
which are not directly attributable to the project but are incurred in relation to the
direct costs of the project. For those contractors using either of the flat rate models
(FCF, AC) aflat rateis applied to the direct costs and is deemed to cover the indirect
Ccosts.

Date: 20/06/03 DRAFT Version —Not legally binding Page: 4



FP6 Financial Guidelines

This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

c. Accesstothe Cost Models

Access to a cost model depends on the type of legal entity concerned:

¢ All legal entities can use the FC model with the exception of physical persons;

e Physical persons must use the AC model;

e Non-commercial or non-profit organisations established either ynder public law or
private law and international organisations may choose one of/the AC, FCF or FC
models. However, only those non-commercial or non-profit ahisations established
either under public law or private law and international orgagvisations which do not have
an accounting system that allows the share of their direg ndirect costs relating to
the project to be distinguished may opt for the AC mode

e SMESs have the choice between the FC and FCF mo

d. Useof a Cost M odel

Each contractor must apply the same cost reporting model in al contracts established
under the Sixth Framework Programme. Howgvery

- any lega entity which is eligible to dpt for the AC model in afirst contract can change
to the FCF or the FC model in a laté contract. 1T At does so, it must then use the new cost
reporting model in subsequent con

ragts;
- any legal entity which is eligible t@pt for the FCF model in afirst contract can change

e Financial

usad inthe’project. However, if the use of these contributions is at the discretion of the
contractef they may be considered as eligible costs to the project but are not be
consigéred to be receipts.

gre contributions from third parties are used by the contractor for the project, the latter
isrequired to inform the third party of this use, in accordance with the national legisation
or practicein force.

In the case of income generated by the project itself, any income generated by the project
itself, including the sale of assets bought for the project (limited to the initial cost of
purchase) are considered as income to the project (eg. admission fee to a conference
carried out by the consortium; sale of the proceedings of such a conference; sale of
equipment bought for the project etc.)

The table reproduced below and explained in detail in the Financial Guidelines indicates
the maximum reimbursement rates per instrument, per activity and per cost model for al
indirect actions.
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Research and
Maximum reimbursement technological . - - A~ Management of the Other specific activities
. Demonstration activities Training activities ) .
rates of eligible costs development or consortium activities *)
innovation activities

100%
Network of excellence to 7% of the contribution) 100%
(AC : eligible direct costs)

Integrated project FCIFCF: 50% FCIFCR : 35% 100% (upto 7% o%?rgofomribution)
. . 0
AC:100% AC : 100% (AC : eligible direct costs)
Specific targeted
repsealrlch or%nnovation FCIFCF : 50% FCIFCF : 35% (up to 7% o%?rgeofontribution)
. . 0
project AC : 100% AC :100% (AC: eligible direct costs)
Specific research project FC/FCF : 50% 100% 100% .
for SMEs AC : 100% (foyollkctive researdynly) (up to 7% of the contribution)
. (AC : eligible direct costs)
Integrated infrastructures FC/FCF : 50% FC/FCF : 35% P10 7% o:l'ggjfonmbuﬁon) 100%
L K K Q
initiative AC : 100% AC : 100% (AC: eligible direct costs)
A\
100%
S ; 100% (up to 7% of the contribution) 100%
Coordination action (FC indirect costs : flat rate(**)) (AC : eligible direct costs) (FC indirect costs : flat rate(**))
(FC indirect costs : flat rate(**))
100%
i " - (up to 7% of the contribution) 100%
Specific support action (AC : eligible direct costs) (FC indirect costs : flat rate(**))
(FC indirect costs : flat rate(**))
(*): Other specific activities means: - for Wetwork of Excellence : Joint Programme of Activities, except management of the consortium activities.

- fof Integrated infrastructures initiative: any "specific activity" covered by Annex I, including transnational access to infrastructures
- fgr Coordination Action: Coordination activities, except management of the consortium activities

- jor Specific support action: any "specific activity" covered by Annex |, including transnational access to infrastructures
(*): Flat rate for FC indirect costs : 20%/0f all eigibl Ct C inus the eligible direct costs of sub-contracts.

tiflcat¢ isxequired from each contractor at some point during the life of the

tify the costs claimed. It is provided by the contractor’s own external

auditaf (or infth of public body it may be provided by a competent public officer).
: rejmbursed via the management activity of the project (100% funding).

5 - Subcontracts

Contractors are expected to have the resources necessary to carry out the work required
by the project. In certain circumstances, though, it is more economic or efficient to
subcontract some aspects of the work. When work is to be subcontracted it must be
identified in the technical annex to the contract (Annex 1). Subcontracts must be
awarded by means of competitive tender following the national legislation in force.
This means that, depending on the size and nature of the subcontract, the public
tendering procedure may take different forms ranging from the simplest to more
complex (e.g. negotiated, restricted; open; competition). In avery smplified procedure,
at least three different offers have to be recelved and evaluated against common
established criteria, to ensure that each of them is treated fairly and equitably. Any
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subcontract that is not identified in the technical annex to the contract must be limited to
minor services and supplies, to which the public tendering rules apply.

6 - Collective responsibility

All contracts with more than one contractor impose technical collective responsibility
on the partners to carry out the work of the project.

Any amount un
Commission on
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INTRODUCTION: RATIONALE AND NATURE OF THE GUIDELINES

The financial guidelines of the Sixth Framework Programmes (FP6 Financial Guidelines)
are intended to provide to the participants in FP6 projects, as well agjto the Commission
services, inasingle and, as far as possible, complete document:

e information on the financial aspects of the main indirect actions gt the Sixth Framework
Programmes (FP6 * %), The indirect actions implementedly means of the provisions of
Article 169 of the EU Treaty, R& TD activities under thg pyjority thematic area “Fusion
Energy Research’'®, Actions to promote human r mobility (Marie Curie
actions)’’ and Experts'® al have provisions specifi r these indirect actions,

e relevant referencesto the applicable legal fram

e concrete examples, as well as suggestions for goog'financial practices to be applied when
carrying out EC-funded RTD projects.

FP6 projects are governed by the princjplAs establiighed by the following legal framework™:

EURATOM) ;
e the Sixth Framewg arames Specific Programmes (SP %214 ) ;

e the Sixth Framewprk yimes rules for participation and dissemination of results (RP

23 & 24); /\

14031232, 2908.2002, p. 1| — ision N° 1513/2002/EC of the European Parliament and of the Council of 27 June 2002
concerning #e Bixth Frameweark Programme of the European Community for research, technological development and
demonstrafion gctivifies, contfibuting to the creation of the European Research Area and to innovation (2002 to 2006).
(http://europa.el.intfeur/l ex/pri/en/oj/dat/2002/|_232/1_23220020829en00010033.pdf)

B ogL23p, 2%0 2, p. 34 — Council Decision N° 2002/668 of 3 June 2002 concerning the Sixth Framework Programme
of the Eufopear Ayomic Energy Community (Euratom) for nuclear research and training activities, also contributing to the
creation of the Eufopean Research Area (2002 to 2006).

(http://eurp .int/eur-lex/pri/en/oj/dat/2002/I_232/I_23220020829en00340042.pdf)

16 See Anm& A (6.A) to these guidelines.
7 See Annex B (6.B) to these guidelines.
18 See Annex C (6.C) to these guidelines.

® Please note, that according to the fact that there are two framework programmes (European Community [EC] and
European Atomic Energy Community [EURATOM)]), where the provisions are identical in the basic acts (Framework
Programme, Specific Programmes or rules for participation and Dissemination of Results) there is no mention of the relevant
Community. By opposition, where the provisions are different, the mention “EC” or “EURATOM” is added to the basic act
concerned (e.g.: FP-EURATOM ; RP-EC; ...).

2 0J L294, 29.10.2002, p. 1 — Council Decision of 30 September 2002 adopting a specific programme for research,
technological development and demonstration: "Integrating and strengthening the European Research Area" (2002-2006).
(http://europa.eu.int/eur-lex/pri/en/oj/dat/2002/|_294/1 _29420021029en00010043.pdf)

2L 0J L294, 29.08.2002, p. 44 — Council decision of 30 September 2002 adopting a specific programme for research,
technological development and demonstration: "structuring the European Research Area" (2002-2006).
(http://europa.eu.int/eur-lex/pri/en/oj/dat/2002/|_294/1_29420021029en00440059.pdf)

2 (0] 294, 29.08.2002, p. 74 — Council Decision of 30 September 2002 adopting a specific programme (Euratom) for
research and training on nuclear energy (2002-2006).
(http://europa.eu.int/eur-lex/pri/en/oj/dat/2002/1_294/1_29420021029en00740085.pdf)
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e the Sixth Framework Programmes model and derived contracts adopted by the
Commission® (FP6 model contract);

e the Financial Regulation applicable to the general budget of the European Communities
(FR?) and its Implementing Modalities (IM?").

responsibility, autonomy and flexibility to the consortia in Parison with former
Framework Programmes.

Within this new framework, the FP6 financial guidelines shé ovide actors inside and
outside the Commission with a tool that can be consulted| a point in the process of
submission, evaluation, negotiation or implementatio
financial management issues.

Participants, although not legally bound by these ies, are Mmvited to follow them when
establishing their budget for theindirect action @ ¢ i

provided in these guidelines. In
particularly on financial issues, s ava

DG Research has set up
financia issues concer -v entation and management of FP6 that have not been
addressed by the FP6 Fi id G|
A03-questions-juridig .eyint. Check both the F| nancial Guidelines and the FAQ to
seeif your question is alreédx/aﬁsmered there before sending a question to the mailbox.

Z0oJL35 5{8612.2002, p. 23 — Regulation (EC) N° 2321/2002 of 16 December 2002 of the European Parliament and of the
Council @oncerning the rules for the participation of undertakings, research centres and universities in, and for the
dissemination of research results for, the implementation of the European Community Sixth Framework Programme (2002-
2006).

(http://europa.eu.int/eur-lex/pri/en/oj/dat/2002/1 355/ 35520021230en00230034.pdf)

24 0J 355, 30.12.2002, p. 35 — Council Regulation N° 2322/2002 (Euratom) of 5 November 2002 concerning the rules for
the participation of undertakings, research centres and universities in the implementation of the sixth framework programme
of the European Atomic Energy Community (2002 to 2006).
(http://europa.eu.int/eur-lex/pri/en/oj/dat/2002/_355/1_35520021230en00350044.pdf)

% Where the FP6 model contract is mentioned in these guidelines, it refers to the standard model contract for FP6
instruments, except for actions to promote human resources and mobility. For the latter, there is a specific model contract.
http://europa.eu.int/comm/research/fp6/working-groups/model -contract/index_en.html

% 0J 248, 16.09.2002, p. 1 — Council Regulation (EC, Euratom) N° 1605/2002 of 25 June 2002 on the Financial Regulation
applicable to the general budget of the European Communities. Entry into force: 01.01.2003.
(http://europa.eu.int/eur-lex/pri/en/oj/dat/2002/|_248/1_24820020916en00010048.pdf)

21 0J 357, 31.12.2002, p. 1 — Commission Regulation (EC, Euratom) N° 2342/2002 of 23 December 2002 laying down
detailed rules for the implementation of Council Regulation (EC, Euratom) N° 1605/ 2002 on the Financial Regulation
applicable to the general budget of the European Communities. Entry into force: 01.01.2003.
(http://europa.eu.int/eur-lex/pri/en/oj/dat/2002/|_357/1_35720021231en00010071.pdf)
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1- GENERAL FINANCIAL PRINCIPLES

As a general rule, except where the basic act(s)®® stipulate(s) differently, the Community
financial contribution to an FP6 indirect action must follow the principles established by the
FRand itsIM.

Therefore, the Community financial contribution to indirect actiop
one of the two following forms:

the 6FP can take

e Public procurement, by means of acall for tenders

e Grant (or Subvention), generally by means of a call foy, propp

1.1- FORMSOF THE COMMUNITY FINANCIAL CONTRIBYTYON

1.1.1- Public pr ocur ement

Title V (“Procurement”) of bot
public procurement by the Com on.
Public procurement is clearly d by the first paragraph of article 88 of the FR:

|4
“Public [procureirmr;e%}/czntr cts contracts for pecuniary interest concluded in

r%gF * ang IM* establish the legal framework for
i

writing by a contracting /aughority within the meaning of Articles 104 and 167, in
order to obtain, adaimst payment of a price paid in whole or in part from the budget,
the supply of mdvablé eimhdvable assets, the execution of works or the provision of
services [to the Cofmmissioh]. These contracts comprise:

(a) contracts f ase or rental of a building;

Sroe

ce :
1{1.24 G/aZt(or Subvention)

TitleX/| (“Grants") of both the FR®! and IM* establish the legal framework for grants.
Grants are defined by the first paragraph of Article 108 of the FR:

“ Grants are direct financial contributions, by way of donation, from the budget in
order to finance:

(a) either an action intended to help achieve an objective forming part of a European
Union palicy;

(b) or the functioning of a body which pursues an aim of general European interest or
has an objective forming part of a European Union policy.

They shall be covered by a written agreement.”

2 Asfar as FP6 is concerned, the basic acts are the FP6s, the SPs and the RPs.

% FR: Part one “Common provisions’ — Title V “Procurement” — Articles 88 to 107.
% |M: Part one “Common provisions’ — Tithe V “ Procurement” — Articles 116 to 159.
3L FR: Part one “Common provisions’ — Title VI “Grants’ — Articles 108 to 120.

32 |M: Part one “Common provisions’ — Tithe VI “Grants’ — Articles 160 to 184.
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1.1.3- Main differences between Public Procurement and Grant

The following table shows the main differences between public procurement and a

grant®
Public Procurement Grant
Subject
=  Theproposed project entailsthe purchase of goods | = The propo: talls the promotion and
or services which the Commission needs for its encouragepent of an action recognised as useful
own operation. by the Comfhissign, but which fals primarily
withiprf ope of fhe beneficiary’s activities.
Regulatory Framework
= FR(Articles88to 107); R fArticles 1p8 120)
= |M (Articles 116 to 159). rtlclesl to 184)
= Basic Acts (for FP6: FP6, SPs and RPs). Acts (for FP6: FP6, SPs and RPs).
Financial contrlbutlon
=  Generaly, 100% of aprice. = ontribution up to 100% of the eligible costs.

= |Rule of non-profit.

= |Rule of co-financing.
Or, Jn certain specific cases:
= /' Flat-rate financing (set amounts)

Ownershlp of the outcomes/results
= Since it is purchased and paid for /by t = In principle, except otherwise mentioned in the

Commission, the outcome/result helopgs Ao fhe basic acts, the outcome/result belongs to the
Commission in its entiregy” contractors; usualy the contractor(s) generating
the results.
Selection procedure
= Call for tender K/ /\/ = Call for proposals, except otherwise mentioned in
the basic acts.

1.2- FORMS @F THE FIP6 COMMUNITY FINANCIAL CONTRIBUTION

thisis limited to some Specific Support Actions >4 *,

instruments (other specific support actions [SSA]®, integrated projects [IP]*,
networks of excellence [NoE]®, specific targeted research or innovation projects [STReP]*,

% Please note that this table is not exhaustive. For a complete overview please consult the Titles V and VI of the FR and IM.

% RP— Article 9 (“Submission of proposals for indirect actions’) — paragraph 2 — indent (b):

“ 1. Proposals for indirect actions shall be submitted under the terms of calls for proposals. These terms shall be set out in
the work programmes. (...)

2. Paragraph 1 shall not apply to: (...)

(b) specific support actions consisting of a purchase or service governed by the terms applicable to public procurement
procedures;”

% RP - Article 14 (“Community financial contribution”) — paragraph 1 —indent (b):

“1. In accordance with Annex |11 to the Sxth Framework Programme, and within the limits of the Community framework for
Sate aid for research and devel opment, the Community financial contribution may take the following forms: (...)

(b) For some actions to promote human resources and mobility and some specific support actions, except for the indirect
actions covered by Article 9(2)(b), it may take the form of a lump-sum payment.”

% For a complete overview of the purpose of an SSA, please consult the relevant background document at the following
internet address: TO BE PROVIDED
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specific research projects for SMEs [Collective Research™ and Cooperative Research™],
integrated infrastructure initiatives [I*]*, coordination actions [CA]*® and actions to promote
and develop human resources and mobility [Marie Curie Actions]*) will be financed by
means of a grant or subvention.

When the Community contribution is provided by means of a grant, it can take one of
the following forms:

e Flat ratefinancing (or lump sum)®;

e Reimbursement of costs %% :

1.2.1- Flat rate financing (or L ump sum gr ant)

The use of lump sum grants or fixed-rate fip i ted to actions such as
scholarships or prizes, training actions, the nit costs (where rates are
fixed according to certain terms and condjtiong geross the board for all users), and

actions where the EC contribution isless tha 000 (see Article 181 of IM).

37 For a complete overview of the purpgse of Ilé,/ consult the relevant background document at the following
internet address: 96/7;
http://europa.eu.int/comm/research/fp6/pdf/ip_provisrons 120503final.pdf

% For a complete overview of jHe
internet address:
http://europa.eu.int/comm/r ch/fp6/pdf/nsg

of a STReP, please consult the relevant background document at the following

NOE, please consult the relevant background document at the following

120503final.pdf

v

* For a complete overview pf thepurpose
internet address:
http://europa.eu.ingZ€ommnyr ch/fp6/pdf/strep _120503final.pdf

f the purpose of a Specific Collective Research Project for SMEs, please consult the relevant
ent at fhe fogHowing internet address: TO BE PROVIDED

of the purpose of a Specific Cooperative Research Project for SMESs, please consult the relevant
the following internet address: TO BE PROVIDED

OVIDED

internet adgess: TO BE PROVIDED

4 For a complete overview of the purpose of the Marie Curie Actions, please consult the relevant background documents at
the following internet address:
http://www.cordis.|u/fp6/mobility.htm

% |M: Article 181 — first paragraph:

“ In addition to cases of scholarships and prizes, the basic act may authorise flat-rate financing for contributions of less then

EUR 5 000 or the use of scales of unit costs.

In order to ensure compliance with the principles of co-financing, no-profit and sound financial management, those flat-rate
amounts and scales shall be reviewed at least every two years by the authorising officer responsible. The amounts shall be
approved by the Commission.”

See also footnote n°22.

% FR: Article 109- first and second paragraph:

“1. The award of grants shall be subject to the principles of transparency and equal treatment. They may not be cumulative
or awarded retrospectively and they must involve co-financing.

2. The grant may not have the purpose or effect of producing a profit for the beneficiary.”

“"FR: Article 113 —first paragraph:
“ The grant may not finance the entire costs of the action, subject to Title IV of part two [External actions).
The grant may not finance the entire operating expenditure of the beneficiary body.”
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1. In accordance with Annex |11 to the Sxth Framework Programme, and within the
limits of the Community framework for Sate aid for research and development, the
Community financial contribution may take the following forms:

(...)

(b) For some actions to promote human resources and mobility] and some specific
support actions, except for the indirect actions covered by Artigle 9(2)(b), it may take
the form of a lump-sum payment.”

As a consequence, the vast majority of indirect actjong'inder FP6 will be financed
by means of grantsin the form of reimbur semeny/of €igible costs.

1.2.2- Reimbur sement of costs

1.2.2.1- General principles

When the Community /caRtribiti
consisting in the reimbu tog
rules established by the

iIs provided by means of a grant
costs, it must conform to the principles and

contribution is provided by means of a grant consisting in the
rsement of costs:

can not exceed 100% of thetotal costsof theindirect action (non-profit);

it can never be equal to 100% of thetotal costs of theindirect action® (co-
financing).

8 FR: Article 109 — second paragraph (see footnote 33).

49 IM: Article 165 — first paragraph:

“1. The grant may not have the purpose or effect of producing a profit for the beneficiary. Profit shall be defined as:

(a) a surplus of receipts over the costs of the action in question when the request is made for final payment of a grant for an
action, subject to the second subparagraph;

(b) a surplus balance on the operating budget of a body in receipt of an operating grant.”

% FR: Article 109 — first paragraph (see footnote 30).

! FPB-EC — Annex 111 (“INSTRUMENTS AND RULES FOR FINANCIAL PARTICIPATION BY THE COMMUNITY")
— Section 2 (“DETAILED RULES FOR FINANCIAL PARTICIPATION BY THE COMMUNITY") —fifth paragraph:
“Financial participation by the Community will be granted in compliance with the principle of co-financing, with the
exception of financing for studies, conferences and public tenders.”

%2 Except for Coordination Actions (CA), as clearly established in the first footnote of the table of the Section 2
(“DETAILED RULES FOR FINANCIAL PARTICIPATION BY THE COMMUNITY™") of Annex Il (“INSTRUMENTS
AND RULES FOR FINANCIAL PARTICIPATION BY THE COMMUNITY") of FP6 - EC:
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However, i1t should be noted that flat-rate financing or lump-sum mechanism
can be used to cover the indirect costs of the participants in certain cases (in
accordance with the IM*® and the second indent of Article 14 of the RP™).

When the Community contribution is provided by means of a grant
consisting in the reimbur sement of costs (as established in Apflex 111 to FP6 - EC*™ and
in the first paragraph of Article 14 of the RP), it can take two for

e aGrant for Integration
e aGrant tothe Budget

1.2.2.2- Grant for | ntegration

For Networks of Excellence the Commtnity/financial’ contribution shall take the
form of afixed grant for integration toj att e planned lasting integration within
the objectives of the joint programme of acttivities (JPA) (as established in the indent
(a) of thefirst paragraph of Article W the RP):

tOLtpA Sxth Framework Programme, and
amework for State aid for research and
hcial contribution may take the following

1. In accordance with Anhex |
within the limits of the [
development, the Com

all be paid out on the basis of results, following the ongoing
exgeutiom” of the joint programme of activities, and on condition that its
ses, which are to be certified by an external auditor, or in the case of
ic bodies, a competent public officer, are greater than the grant itself.”

“(1) As a general principle, the Community financial contribution cannot cover 100 % of the expenditure of an indirect
action with the exception of proposals covering a purchase price governed by the terms applicable to public procurement
procedures or taking the form of a pre-defined lump sum pre-set by the Commission.

However, the Community financial contribution may bear up to 100 % of the expenditure of an indirect action if they
complement those otherwise borne by the participants. Also, in the specific case of coordination actions, it covers up to 100
% of the budget necessary for the coordination of activities funded by the participants themselves.”

%3 |M: Article 181 — second paragraph:

“ 2. The grant agreement may authorise flat-rate cover:

(a) of the beneficiary's overheads up to a maximum of 7 % of total eligible costs for the action, save where the beneficiary is
in receipt of an operating grant financed from the Community budget;

(b) of certain mission expenses on the basis of a per diem scale approved annually by the Commission.

The ceiling provided for in point (a) of the first subparagraph may be exceeded by reasoned decision of the Commission.”

% RP: Article 14 — second paragraph — second indent:

“ By way of derogation from the actual cost principle and with the agreement of the participants, the contract may lay down
average rates of Community financial participation by type of expenditure or pre-set lump sums, as well as a value by
activity which shall approximate to the expenses envisaged.”

%5 See the last column of the table of Section 2 of Annex 111 to FP6 - EC.
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Therefore, even though the Community financial contribution for a Network of
Excellence is not calculated on the basis of a provisiona budget of estimated
costs, its disbursement is conditioned upon the participants incurring costs that
must be superior to the amount of the grant itself.

In other words, for a Network of excellence, the Community financial
contribution could reimburse up to 100% of the eligible cgsts incurred by the
participants, but the eligible costs must be greater than the/maximum Community
financial contribution established in the contract as the for Integration.

1.2.2.3- Grant to the Budget

For the other instruments of FP6, with the ion gf those that require the
procurement procedure (some SSA), the unit cial contribution shall
take the form of a grant to the budget ( ed in jpdent (c) of the first paragraph of

Article 14 of the RP):

1. In accordance with Annex 11l to
within the limits of the Compriynity

he Community financial contribution is a Grant to the Budget, it is
d paid taking into account:

e Jthe type of activities (Research and technological development or innovation
tivities ; Demonstration activities ; Training activities ; Management of the
consortium activities ; other specific activities) ;

the cost reporting model used by the participant (full cost — FC, full cost with
aflat rate for indirect costs — FCF or additional cost with aflat rate for indirect
costs- AC);

e the maximum reimbursement rates of eligible costs according to the type of
activity and the cost reporting model used;

e any specific provisions of the FP6 instrument concerned

1.2.3- General overview of the forms of the Community financial contribution in
the FP6

The two following tables summarise the forms of the Community financial contribution
in FP6:
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Scheme 1 — For ms of the Community financial contribition in the FP6

Community Financial Contribution

Public Procurements Grants

Purchase Price

Costs Reimbursinent Flat-rate Financing

Grant for Integration Grant to the Budget Lump Surm
Scheme 2 —For msﬁe\c%v financial contribition per type of instrumentsin
i 4 the FP6

A

Grants

Costs Reimbursement F.Iat R?te
Financing

Public
Procurements

Purchase Price

Networks of Excellence L

Integrated Projects [ ]
Specific Targeted Projects e
Integrated Initiatives for Infrastructures [ ]
Specific Research Projects for SMEs [

Actions to promote and develop Human

Resources and Mobility o o
Coordination Actions ®
Specific Support Actions e ] L

Date: 20/06/03 DRAFT Version —Not legally binding Page: 22



FP6 Financial Guidelines
This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

2- FRAMEWORK OF ELIGIBLE COSTS FOR FP6 GRANTS WHICH REIMBURSE
COSTS

The notion of eligible costsis defined by four levels:
e thedefinition of eligible costsitself;

e the redtrictions introduced by the definitions of direg
including specifics to some instruments;

ndirect eligible costs,

e therestrictionsintroduced by the type of activities proposed pe of instruments;

e therestrictionsintroduced by the type of cost reporting mode)

used by the participant.

2.1- ELIGIBLE COSTS

usual accou
costs.

2.1.1- Non-€ligible costs

Non-€eligible costs are (based on principles established by the second paragraph of Article 109 of the
FR®, the first paragraph of Article 165 of the IM*’, indent (d) of the second paragraph of Article 14 of
RP*®, and the second paragraph of Article 11.19 of Annex Il (General conditions) to the FP6 model

contract):

%6 See footnote n°33.
57 See footnote n°36.

% RP: Article 14 — second paragraph — indent (d):
2. Eligible expenses shall be defined in accordance with the first subparagraph of Article 12(2) and must meet the following
conditions:

()
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“ 2. The following non- eligible costs may not be charged to the project :
a) any identifiable indirect taxes, including VAT or duties,

b) interest owed;

¢) provisions for possible future losses or charges,

d) exchange losses,

€) costs declared, incurred or reimbursed in respect of another
f) return on capital;

g) debt and debt service charges;

h) excessive or reckless expenditure;
i) any cost which does not meet the condi
11.19.1.[definition of eligible costs]” /

munity project;

Stablished in Article

In addition, as the costs must be actual (see 2.1. on-eligiblg costs also include costs

calculated in accordance with other conv (e.g. [urrent costs'™, "notional
rents"®, "opportunity costs'®, etc.) Therefore, ional costs can be charged (e.g. in
respect of revaluation of buildings or capital equspment, estimated or imputed interest,

estimated rentals, etc.).

2.1.2- General digibility conditjons for \co

Annex |1 (General con 'i}lﬂ)s)t thg FP6 model contract) as follows:
1. Eligible costs injgtrr

(d) they s”né]{ be exclusive of indirect taxes, duties and interest and may not give rise to profit.”
% This convention permits to determine the purchasing power loss during a period of inflation.

% Those paid in respect of alandlord's rent, whether that landlord be in or out of the practice, come instead from a Non Cash
Limited Allocation.

®1 |t is a measure of the income which would have been earned in case of alocation of the resources to another target. This
notion is used when, due to insufficient resources available, a decision should be taken concerning their allocation to a certain
activity that precludes the performance of other activities.

02 See1.2.2.2.
8 See1.2.23.

% RP: Article 14 — second paragraph:

“ 2. Eligible expenses shall be defined in accordance with the first subparagraph of Article 12(2) and must meet the following
conditions:

(a) they must be actual, economic and necessary for the implementation of the indirect action;

(b) they must be determined in accordance with the usual accounting principles of the individual participant;

(c) they must be recorded in the accounts of the participants or, in the case of the resources of third parties referred to in the
third subparagraph of Article 8(2), in the corresponding financial documents of those third parties

(d) they shall be exclusive of indirect taxes, duties and interest and may not give rise to profit.”
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Article 1 7.4, which may be incurred during the period of up to 45 days after the end
of the project or the date of termination whichever is earlier; and

d) they must be recorded in the accounts of the contractor that incurred them, no
later than at the date of the establishment of the audit certificate referred to in Article
[1.26. The accounting procedures used in the recording of costs and receipts shall
respect the accounting rules of the State in which the contractor is established as well
as permit the direct reconciliation between the costs and receifits incurred for the
implementation of the project and the overall statement of ac¢counts relating to the
overall business activity of the contractor, and
€) in the case of contributions made by third parties estabtishefl on the basis of an
agreement between the contractor and the third/party |existing prior to its
contribution to the project, and for which the tasks i
party are clearly identified in Annex | [Technical X], the cpsts must be:

parties and the principles set out in p.
1) meet the other provisions of this Afti d this Annex; and
iii) be recorded in the accounts of the third party no later than the date of the
establishment of the audit certificate [efefred to in Article 11.26.

2.1.2.1- The meaning of * f/t@a],xcor or%c and necessary”
Thefollowing explanati pnsin}
economic and nﬁélar f

be/eligible if they are incurred before the beginning or after the end of the
yon of the project, except for the costs incurred in drawing up the final
epdrts which may be incurred during the period of up to 45 days after the end of
the project or the date of termination whichever is earlier.

Economic: refers to the standard of “good housekeeping” in spending public
money effectively. Economy can be understood as minimising the costs of
resources used for an activity (input), having regard to the appropriate quality and
can be linked to efficiency, which is the relationship between the outputs, in terms
of resources used to produce them. Effectiveness is concerned with measuring the
extent to which the objectives have been achieved and the relationship between
the intended impact and the actual impact of an activity. Cost—effectiveness means
the relationship between project costs and outcomes, expressed as costs per unit of
outcome achieved.

® The earlier starting date of a contract is the day of the deadline of a call for proposals. However, in this case, in order to
avoid any misunderstanding, it is recommended to mention in the second paragraph of article 4 of the core-contract the date
of thefirst day following the deadline of this call for proposals.
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Costs must be reasonable and comply with the principles of sound financia
management and with the objectives of the project and with the formal aspectsin
the reporting of these expenditures, including the follow-up of the budget in terms
of budget allocation and schedule of the cost.

Finally costs must be in relation with the normal behaviour of the participant (e.g.:
if it isin the normal habit of a participant that its Director Genera travels in
business class, this cost could be considered to be economig|as it answers to the
economic environment of the participant. However, this/dges not mean that the
Director general from another contractor, carrying out ¥asks under the project, can
0 the behaviour of that

contractor).

Necessary: the costs must be necessary fo the project and directly
linked to the subject matter and scope forésee e cost must be coherent
with the terms of reference and al'so myst pe pres the budget included in the
contract or in the description of activit{es (Knpex |) annexed to the contract.

2.1.2.2- The use of usual a@nq

ables might be considered to be any item less than a particular monetary
fug. Again, this must depend on the principles established by the contractor’s
dwn accounting system (and assuming that they meet recognised standards).

Therefore, athough the participants have the freedom to use their usual
accounting principles, it does not mean that they have the freedom to create
specific accounting principles for FP6 indirect actions. If in their usual accounting
principles a particular cost is aways considered as an indirect cost they have to
consider it also asan indirect cost in an FP6 indirect action®.

A set of examples of potential eligible costsis provided in Annex 1 (6.1) to these
guidelines.

% Egpecially the definitions of direct and indirect cost, aswell as the definition of the cost reporting models.

%7 In the respect, of course, of the definition of indirect costs provided in article 11.21 of the Annex Il of the FP6 model
contract (except for actions to promote human resources and mobility).
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2.1.2.3- The particular case of resources made available by third parties on the
basis of a prior agreement

[To be checked by DG RTD — Unit A3]
Unlike the Fifth Framework Programme, resources made available by third parties
on the basis of a prior agreement are eligible as costs of the project and potentially

to reimbursement by means of the Community financial contribution. (third indent
of the second paragraph of Article 8 of the RP*® and indent (c) of the sécond paragraph of Article

14 of the RP®). This provision explains the purpose of ipdent (€) of the first
paragraph of Article 11.19 of Annex Il (General coptlitfons) to the FP6 model
contract .

of contractors’®, but to
$ such as Joint Research

The purpose of this provision is not to reduce
take into consideration the particularities of
Units’, and other similar organisations.

Two different situations must be taken|i

e contributionsin kind or finggcia cpntrjbutions provided to the participant by a
third party on the basis of/a prior [agreement elabor ated specifically for the
project itself.

In this case, those reso
of the indirect action,

nsidered as eligible costs and also receipts
' be declared by the participants as such (see

se those resources are considered as eligible costs and not
ly as receipts of the indirect action, and must be declared by the

nipex |1 (Genera conditions) to the FP6 model contract ).

In both cases:

® RP: Article 8 (*Conditions relating to technical competence and resources’) — second paragraph — third indent:

“The resources needed to carry out the indirect action are understood to be human resources, infrastructure, financial
resources and, if necessary, intangible property and other resources made available by a third party on the basis of a prior
commitment.”

% See footnote n°51.
" See2.1.2.

™ 1t must be recalled that as a genera rule only contractors have rights and obligations towards the contract with the
Community. Third parties have no rights and no obligations. As a consequence, their costs are by definition non-eligible,
except in the particular case covered here.

2 A Joint Research Unit means a partnership with no legal status as such, generally formed between entities of the same
nationality and meeting the following conditions:

- scientific and economic unity;

- lasting a certain length of time;

- recognised by a public authority.

73 See footnote n°36.
" See3.1.3.3.
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/(ndep

224 1

the prior agreement stipulating that resources are made available by third
parties to the participant must be submitted to the Commission during the
negotiation phase and accepted by the Commission ;

those third parties and their resources made available to the participant on
the basis of the aforementioned agreement must be identified in the
technical annex (Annex 1) of the contract:

= for those covered by a prior agreement elabo specifically for the
at those resources are

Statement per Activity (Form C)™.

= for those covered by a prior agregnie nborated specifically for

ithout the involvement

of the participant in the proje ly stated in Annex | that
(and hot receipts) and must be

declared as such in the Fina Statement per Activity (Form C)™®.
the conditions of digibility o s applies for the third parties. As a
conseguence, even thaug are incurred by the third party, these
eligible costs will b ed by the participant’”” and certified by an

N.B. In order to d ne fhe eligibility, nature and value of any costs of
third party r ; adle available to the contractor, the relevant cost

[he| particular case of single legal entities composed of several

dent Jegal entities

Tolb clécked by DG RTD — Unit A3]

The c
C

sts incurred by the members of an EEIG (or any other common legal entity
by several independent legal entities), whose statutes clearly mentions that

hg members have made available some of their resources to the common legal

tity, are eligible (see the fourth paragraph of Article 5 of the RP™ and the special condition
n°...% to the FP6 model contract).

> See 3.2.3.1.1.2. and Annex 5 to those guidelines.
® See 3.2.3.1.1.2. and Annex 5 to those guidelines.
" See 3.2.3.1.1.2. and Annex 5 to those guidelines.
8 See 3.2.3.1.2. and Annexes 6 and 7 to those guidelines.

™ RP— Article 5 — fourth paragraph:
“4. An EEIG or any legal entity established in a Member State or associated Sate according to its national law and which is

made up of independent legal entities meeting the criteria of this Regulation may be the sole participant in an indirect action,
provided that its composition isin accordance with the conditions fixed pursuant to the provisions of paragraphs, 1 and 2.”

8 gpecial clausen® ... - TO BE PROVIDED
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2.1.25- The restriction on the digibility of any premium paid for a loan
guarantee

The costs of any premium paid by a participant for a loan guarantee may be
eligibleso long as:

e that participant isan SME; and
¢ the guarantee coversonly up to 80% of the value of oan; and

e the costs of the loan guarantee premium neet|the €ligibility criteria
established in the FP6 model contract.

(see the fourth paragraph of Article 11.19 of Ann
contract)

ditions) to the FP6 model

“4- SMEs may claim undey research and technological
development/innovation or demonstration activities the costs of any premium it
must pay for a loan guarantee. How: the proportion of the loan that is
guaranteed may not exceed 80% of |the{loan, where the costs of such a loan
guarantee meet the other crteria\estgblisned by paragraph 1 of this Article.”

)

2.2- DIRECT AND INDIRECT FLIG)BLE CZSTS

In addition to the defini

between direct eligib

224-Bilecte

irect’costs are defined in genera terms as those items of cost, referred to a specific

cost opfective that are specifically traced or caused by that cost objective.

Therefore direct costs are those costs directly related to the project, which can be
clearly identified and justified by the accounting rules and principles of the
contractor. (first paragraph of Article 11.20 of Annex (General conditions) to the FP6 model contract) :

13 1 -
[1.19 above [Eligible costs of the project], can be identified by the contractor in
accordance with its accounting system, and can be attributed directly to the project.”

Direct costs are all those costs which meet the criteria established in Article

2.2.1.1- The particular case of subcontracting

Subcontracts may be, by definition, aform of direct eligible costs.

However, it must be highlighted that, as a general rule contractors must have the

capacity to carry out the work themselves. (see the first sentence of the first paragraph of
Article 1.6 of the Annex Il (General conditions) to the FP6 model contract):
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Contractors shall ensure that the work to be performed, as identified in Annex |
[ Technical annex], can be carried out by them.

In other words, subcontracting is a derogation to the general rule that stipulates
that the tasks of a project are to be realised by the contractors.

The specific conditions for subcontracting are:

e A subcontract is defined by indent 26 of ArticleAl.X of Annex Il (General
conditions) to the FP6 model contract:

“ Subcontract: means an agreement to pravide seifvices relating to tasks
required for the project and which capnot“be |caried out the contractor
itself, concluded between a contractor’aad one pr phore subcontractors for
the specific needs of the project.”

In other words, a sub-contract relat%é the production of a service. It
should be clear then that any| ing@llectual property results from any
subcontracted work belongs to the contractor and must be at the entire
disposal of the contractory

e In addition, the conditi for Awarding subcontracts are (first sentence of the
second pwagraoWrtic ell.60f\Annex Il (General conditions) to the FP6 model contract):
“ Any subeontract, thecosts of which are to be claimed as an €ligible cost,
must b following competitive tender to the subcontractor offering
best /i
trangparency equal treatment.”

ney(best price-quality ratio), under conditions of
N

ther wprds:

bcontract, the costs of which will be claimed under the project,
be selected through a competitive tender in full compliance with
the national legisation of the contractor concerned.

A public legal entity must apply its internal rules for selection of service —
providers (public call for tender) and a private legal entity must at least
require submission of several quotes (usually a minimum of three).

The competitive tender must ensure conditions of transparency and
equal treatment.

At the request of the Commission and especially in the event of an audit,
contractors must be able to demonstrate that they have respected the
conditions of transparency and equal treatment.

In other words, contractors must be able to prove that:

v" the criteria and conditions of submission and selection are clear and
identical for any legal entity answering to the competitive tender ;

v’ there is no possibility of conflict of interest in the selection of the
proposals;

» Theselection criteria must be based on the best value for money given
the quality of the service proposed (best price-quality ratio).

In other words:
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v It isnot necessary to select the lowest offer of price;

v' the criteria defining “quality” must be clear and coherent according to
the purpose of the task needed a subcontract, in order to provide a
good analysis of the ratio price/quality;

e Clearly subcontracts may relate only to alimited part of/the project (indent (a) of
the second paragraph of Article 11.6 of Annex Il (General gdndiions) to the FP6 model

contract):

| “ they may only cover the execution of a limited part|of the project” ; |

And they are carried out only by third par indent 27 of Article 11.1 of Annex Il
(General conditions) to the FP6 model contract)

“ Subcontractor: means a third p. flying ouf tasks identified in Annex
| or minor tasks not relating to t e ork of the project, by means of a
subcontract with one or more of the cofitractors.”

This means that subcontrag contractors is not possible, except in
very particular cases. mi ¢ t e the case where a different independent
department of one contractor,\natfnvolved in the project, has provided a
service to another con ragr. pwever, this should be avoided to the extent
possible.).

Foy example the totality of the tasks of the management of the consortium
ivities®® can not be subcontracted, since each contractor will have to have
me share in these activities by virtue of the audit certificates and
management of the consortium is an activity present in each type of
instrument.

However, some tasks, like the organisation of a consortium conference, might
subcontracted. The financial, legal and administrative management of the
project can not be subcontracted, and more especialy the tasks which are legal
obligations of the coordinator. (third paragraph of Article 11.3 of Annex Il (General
conditions) to the FP6 model contract®).

8l See 2.34.

It must be noted that, according to the provisions of article 11.26 of Annex Il (General conditions) to the FP6 model contract,
as there is no conditions other than its capacity for the choice of an auditor able to deliver auditor certificates, the provisions
relating to subcontracting do not apply for the selection of such auditor.

8 Fp6 model contract — Annex 11 — Article 1.3 —third paragraph:

“ The coordinator shall:

a) ensure that the tasks identified in Article 2 of the contract regarding accession to the contract are carried out in a timely
manner.

b) be the intermediary for communication between the contractors and the Commission in accordance with the provisions of
Article 11, with the exceptions foreseen in the contract.
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e Asestablished in indent (b) of the second paragraph of article 11.6 of Annex Il
(General conditions) to the FP6 model contract:

“recourse to the award of subcontracts must be justified having regard to
the nature of the action and what is necessary for its implementation;”

In other words:

v If the tasks to be subcontracted can be carri
proposed subcontract must be refused ;

v' If the tasks to be subcontracted do not cq
concern the provision of a service th
proposed subcontract must also ber

v’ If the tasks to be subcontracted £o
proposed subcontract must be
in the proposal accepted by the
| to the contract;

v If thetasksto be supConty act

y the contractors, the

the|provision of a service or
ot mecessary for the project, the

a core’ element of the project, the
7 unless there has been justification
ission and included clearly in Annex

s concern the uctijgn of a service necessary for the good

Ir services may be subcontracted without going through the procedures
sefntence of the first paragraph of Article 1.6 of Annex |l (General conditions) to the

“ During the implementation of the project, contractors may subcontract
other minor services, which do not represent core elements of the project
work, which cannot be directly assumed by them and where this proves
necessary for the performance of their work under the project.”

In other words;

= as a general rule, the tasks to be subcontracted need the prior
agreement of the Commission. As those tasks are mentioned in the
technical Annex, their necessity (and therefore the necessity of their

costs) is already accepted by the Commission (second paragraph of article
11.6 of Annex Il (General conditions) to the FP6 model contract):

“the tasks concerned must be set out in Annex | [Technical |

c) receive all payments made by the Commission to the consortium and administer the Community contribution regarding its
allocation between contractors and activities in accordance with this contract and the decisions taken by the consortium. The
coordinator shall ensure that all the appropriate payments are made to contractors without unjustified delay.

d) keep accounts making it possible to determine at any time what portion of the Community funds has been paid to each
contractor for the purposes of the project. The coordinator shall inform the Commission of the distribution of the funds and
the date of transfers to the contractors.”
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| annex] .UJH |

= By derogation to this general rule, contractors are free to
subcontract tasks that are not identified as such in the technical
annex but with the additional obligation to justify the necessity of
those subcontracts at the relevant periodic justification.

e Even though certain subcontracted services
subcontractor, the contractor maintains full r
must ensure that certain the provisions of th del [contract are reflected in
the agreement with the subcontractor (ind of the[second paragraph of Article
[1.6 of Annex Il (General conditions) to the FP§ el contriact);

be performed by a
onsibility for its actions and

“ the contractor shall retain sole bility k6 carrying out the action
and for compliance with the prévis of the agreement. The contractor
must undertake to make the n y arrangements to ensure that the
subcontractor waives all rights|in respect of the Commission under the
contract”

model contract):

“ the contractgr, mugt Urt ke to ensure that the conditions applicable to
it underﬁ\ykgiall. , 1140, 11.11, 11.12, 11.28.8 and 11.29 of the contract are

also applicable/to the/subcontractor.”

(indent (e) of the second p%g/iph o\gr% 1.6 of Annex Il (General conditions) to the FP6

In other wprds:
o |t responsibility of the contractors to ensure that all tasks are
calri including subcontracted tasks, whatever the reasons might
B4
€l

n|ifs agreement with the subcontractor (the subcontract), the contractor
must ensure that:

» the subcontractor waives all rights in respect of the Commission under
the contract ;

= the following provisions of Annex Il (General conditions) to the FP6
model contract applies also to the subcontractor:

v Confidentiality (Article1.9)

v' Communication of data for evauation, impact assessment,
standardisation purposes and communication of information
beyond the research community (Article11.10)

v Information to be provided to Member States or Associated States
(Article11.12)

8 The same information is also provided in the second sentence of the first paragraph of article 11.6 of Annex |1 (General
conditions) to the FP6 model contract:

“However, where it is necessary to subcontract certain elements of the work to be carried out, this should be clearly
identified in Annex 1.”

8 The same information is also provided in the third paragraph of article 11.6 of Annex Il (General conditions) to the FP6
model contract (except for actions to promote human resources and mobility):

“Where the contractors enter into subcontracts to carry out some parts of the tasks related to the project, they remain bound
by their obligations to the Commission under the contract.”

Date: 20/06/03 DRAFT Version —Not legally binding Page: 33



FP6 Financial Guidelines
This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

v Publicity (Article11.12)
v' Payment modalities (suspension of payments) (Article11.28.8)
v' Controls and audits (Article 11.29)

For controls and audits (Article 11.29), it is important to note that the
auditing rights of the Commission and Court of Auditgrs must be extended
to the subcontractors (as established by its seventh parag/raﬁ

“ Contractors shall ensure that the rights of the/Commission and the
Court of Auditors to carry out audits are exended to the right to carry
out any such audit or control on any subggntractpr or third party whose
costs are reimbursed in full or in p the Community financial
contribution, on the same terms apd Jcond|tions as indicated in this
Article”

The contractor must ensure
mentions in particular that:

enge, in addition to the tasks subcontracted, it is
ommeénded identify to the Commission the name of the
bcontractorg” carrying out any subcontracted tasks identified in the
thni¢al rinex of the contract (Annex 1) as soon as they are known.

itions, according to article 6 of the RP, depend on a Commission ad hoc
ision stipulating that it is essential for carrying out the indirect action. The
exception would be where the contractor proposing to subcontract to
subcontractors established in that third country is also established in the same
third country.

2.2.2- Indirect diqgible costs

Indirect costs are elements of costs that are associated with or caused by two or more
cost objectives jointly, but they are not directly traced to each of them individually. The
nature of an indirect cost is such that it is not possible, or at least not feasible, to
measure directly how much of the cost is attributable to a single cost objective.

Therefore, indirect costs are those costs that are not directly related to the project, not
identified as direct costs, and which do not include any costs already directly charged to
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the project. They are determined in accordance with the accounting principles of the
contractor and are in direct relationship with the direct eligible costs of the project.

Article I1.21 of Annex Il (General conditions) to the FP6 model contract stipul ates that:

“Indirect costs are all those costs, which meet the criteria established in Article 11.19
[Eligible costs of the project], which cannot be identified by the contractor as being
directly attributed to the project but which can be identified 4nd justified by its
accounting system as being incurred in direct relationship witly the eligible direct
costs attributed to the project.

Indirect costs may be charged to the project under the
that they represent a fair apportionment of th
organisation.” /I

| cost model, to the extent

Under certain conditions, some participants (
deemed to cover their indirect costs (Article 18¥of,
the RP%).

In the case of FP6 projects, this applies to
model with a flat rate for indirect cp&s (A(
indirect costs (FCF).

equipment,
maintenance,

¥Ce equipment such as PC’s, laptops, office software;

ANeous recurring consumables ;

participant as being incurred in direct relationship with the eligible direct costs
attributed to the project.

Such costs are deemed to be covered by the flat rate contribution to indirect costs for
those contractors using the FCF and AC cost models.

For those using the FC cost model, indirect eligible costs must be:
e Eligible costs

¢ Reasonable and capable of verification, i.e. based on factual elements which can be
proven by the contractor and verified by the Commission (for example global

8 See footnote n°40.
% See footnote n°41.
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assumptions or existing commercial practice statements, or any other unsupported
statements will not be accepted).

e Not included under direct eligible costs

And, the following principles should be respected:

e Indirect eligible costs must be in accordance with normal
the contractor.

ting conventions of

e Indirect eligible costs should be extracted from oy recopnciled with the officia
accounts

e Indirect eligible costs that do not relate to EC/rgsearch shjould not be included in
indirect costs for EC-funded projects.

By definition, different methods and keys may be used for the distribution of the
indirect eligible costs, in compliance with the usual accounting principles of the
participant. However, it must be notgd\that:

e No subjective or arbitrary ke cepted ;

e Participants charging actua /indisect elgible costs (FC) will be requested to justify

their indirect costs ;

e Participants chargivig afflafl rate for their indirect eligible costs will use the flat rate

proposed in th #l they use (FCF and AC). However, where their internal
rules require er percentage, or if it istheir request, they may request
a lower fl Should be raised during contract negotiation with the
Commission ces/in order to introduce the relevant special clause in the

contraet®.

2.3- TYPE CQC VITIES

L/

Direct and jndirect eligible costs must be declared by each participant according to the type of

activitiggin which it isinvolved in the project.

Five types of activities are proposed in the instruments of the FP6 (Article 11.2% of Annex I

(General conditions) to the FP6 model contract).

2.3.1- Resear ch and technological development or innovation activities

8 Special clausen®... - TO BE PROVIDED
8 FP6 model contract — Annex Il — Article 11.2 (“Activities):

“The project includes, as indicated in the table of indicated breakdown of resources and activities in Annex | one or more of

the following activities.

1. Research and technological development or innovation activities
2. Demonstration activities

3. Training activities

4. Management of the consortium activities(...)

5. Other specific support activities”
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2.3.1.1- Research and technological development activities

Research and technological development activities may include:

e research designed to broaden scientific and technical knowledge not linked to
industrial or commercial objectives™;

e research of critical investigation aimed at the acquisitiory of new knowledge,
the objective being that such knowledge may be useful] in developing new
products, processes or services or in bringing about a'sighificant improvement
in existing products, processes or services™.

2.3.1.2- Innovation activities

Consortia are encouraged to include innov.
and such activities will be supported by
R&D activities.

-related Activitiesin their project,
ding Wider the same conditions as

Typical examples of innovation-related costs include:

e intellectual property protection:
the project (including pat
etc.);
e dissemination activi ayond the consortium: publications, conferences,

protection of the knowledge resulting from
fling of patent (or other I1PR) applications,

impact of ggde and technology generated, as well as analysis of the

nd dissemination of the knowledge produced, feasibility studies for
A of spin-offs, etc, "take-up” activities to promote the early or broad
ication of state-of-the-art technologies. Take-up activities include the
estment, trial and validation of promising, but not fully established,
Ainologies and solutions, and easier access to and the transfer of best practices
or the early use and exploitation of technologies. In particular, they will be
expected to target SMEs.

In addition, innovation activities cover also those activities carried-out by
"organisations that possess specific competence in management, dissemination
and transfer of knowledge" which are allowed to participate in FP6 projects, even
if they don't carry out any R&D activity®.

8 Fundamental research as defined by Annex | of the Community framework for state-aid for research and development
(0JC 45, 17.2.1996, p 5).

% | ndustrial research as defined by Annex | of the Community framework for state-aid for research and development (OJ
C 45, 17.2.1996, p 5).

® |t isimportant to recall that as clearly established in the Chapter 11 of the RP, any legal entity may participate to the indirect
actions of the FP6.
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2.3.2- Demonstr ation activities

“Demonstration” meaning shaping the results of industrial research into a plan,
arrangement of design for new, altered or improved products, processes or services,
whether they are intended to be sold or used, including the creation of an initial

prototype which could not be used commercialy. This may also i
formulation and design of other products, processes g

lude the conceptual
services and initial

processes, existing services and other operations in gro eyen if such changes may

represent improvements ™.

laboratory or pre-industrial scale single or gét @ ogies in order to prove their
viability for future applications and commerci tion. They may include (but are not
limited to):

e Prototype design and assembly;
Test bench validation;

Large infrastructure use for testing proto
Pre-certification for testing p rﬁs&;

the professional development of the persons concerned.

der the type of activitiesin which they are involved.

al conditions) to the FP6 model contract):

managers, industrial executives (in particular for SMEs), and
ne knowledge produced within the project. Such training activities

cher. The cost of those people, if they are involved in the project, is

“For training activities, the salary costs of those being trained are not eligible costs
under this activity.”

Training also covers activities carried-out by specialist training organisations which
may participate in FP6 projects as contractors, even if they do not carry out specific

RTD tasks™.

2.3.4- Management of the consortium activities

°2 precompetitive development activity as defined by Annex | of the Community framework for state-aid for research and

development (OJ C 45, 17.2.1996, p 5).
% See footnote N°78.
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Management of the consortium activities cover actions that can be carried out by every
contractor or in some cases are limited to only a few contractors (except for the audit
certificates) include the following tasks (fourth paragraph of Article 11.2 of Annex Il (general
conditions) to the FP6 model contract):

- obtaining audit certificates by each of the contractors.
- implementation of competitive calls by the consortium for the participation of new
contractors, in accordance with the provisions of the contract.
- maintenance of the consortium agreement if it is obligatory

activity, such as:
- coordination of the technical activities of
- the overall legal, contractual, '
management;
- coordination of knowledge mal
activities;
- overseeing the promotion of

al and administrative

t and other innovation-related

conducted within the proj
- any other management activitj

ties are reimbursed at a rate of 100% to all
model, up to a limit of 7% of the Community
t: (third paragraph of Article 14 of the RP*, and Article 11.25 of

The costs of these m
contractors regardl
financia contributi

“The costs rel agement activities identified in Article 11.2 [Definitiong]
may be char( 0 the maximum level of Community reimbursement for
Ivities [7% of the Community financial contribution- see table of
e the costs incurred for management activities exceed the limit of
nity financial contribution, such costs may be charged to the other

Oncg the limit of 7% of the Community financial contribution is reached, a
management activity that is linked to another activity of the project can be charged
under this activity.

The limitation of 7% of the Community financial contribution does not apply to each
individual contractor but to the project as awhole.

Finally, management of the consortium activities also cover activities carried-out by
organisations specialised in project management which are allowed to participate in FP6
projects, even if they do not carry out specific RTD tasks™.

% RP: Article 14 —third paragraph:

“ 3. Costs for management of the consortium shall be reimbursed up to 100 % of the costs incurred and shall include the cost
of audit certificates. In this case legal entities which participate in the indirect action on an additional cost basis may claim
the full costs they have incurred for management, in so far asthey can produce detailed evidence of them. The contracts shall
lay down a maximum percentage of management costs in relation to the Community contribution. A share of no more than 7
% shall be reserved for management costs by the consortium.”

% See footnote n°78.
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2.3.5- Other specific activities

Other specific activities refer to any activity other than those described above, specific
to some instruments and foreseen in any Annex of the act (especially Annex |:
technical annex):

e For aNetwork of Excellence (NOE), it isthe e of Activities;
e For an Integrated Infrastructures Initiative
= Asanobligation, the coordination /

= Asapossibility:
v International access to regearch irlnfrastructures;

agtidn/including, in some cases, international access to research infrastructures
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2.3.6- Overview of the type of activities proposed per type of ingiruments

The following table indicates the different types of acivityf proposed per type of
instruments:

Scheme 3 —Type of activities per typeséi nstrdments of the FP6

/N

Types of instruments and/or actions / Types of
activities

Network of excellence
Inteyrated project
Specific targeted research or innovation project

Research and
technological Demonstration - - Management of the Other specific
- Training activities o o -
development or activities consortium activities activities
innovation activities

L ]

L]

L]

®

Cooperative research
Specific research
project for SMEs
Collective research
Integrated infrastructures initiative
For Infrastructures

Coordination action

Specific support action

ItLr{ust be mentioned that, according to the specia clause n® ... %, no training activities
are permitted for coordination actions related to infrastructures.

2.4- COST REPORTING MODELS

Direct and indirect eligible costs charged by the participant under the type of activities under
which it is involved in the project must be declared according to a cost reporting model
(Article 14 of the RP).

% Special clausen® ... - TO BE PROVIDED
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2.4.1- Cost models applicability

e The cost models are applicable to al instruments in the FP6
financial contribution is a Grant for Integration (Networks of

vhere the Community
cellence) or a Grant
arch or Innovation
Projects, Specific Actions for SMEs, Integrategd rastructure Initiatives,
Coordination Actions, and Specific Support Actions

of lump sum grant).

e They do not apply to those instruments w Comrpdnity financial contribution
is alump sum grant (some Specific Suppor ions and some Actions promoting
human resources and mobility) or takes the”form of public procurement (some
Specific Support Actions).

2.4.2- Cost models proposed

Three cost models arg

piopgsed 10 'the participants of indirect actions of the FP6

jt isthe model by default for virtually all types of legal entity'®.

st with flat rate for indirect flat costs model (FCF)

In thi's model, eligible direct costs and aflat rate for indirect costs are charged by the
tractor. The flat rate applied is a fixed contribution equal to 20% of all direct
eligible costs minus the direct eligible costs of sub-contracts.

This model is proposed to a limited number of types of legal entities (second
subparagraph of the second paragraph of Article 14 of the RP)lOl. As such, it is a derogation
model.

%7 See footnotes n°41 and n°51.

% Fp6-EC: Annex |11 — Section 2 — Table — Footnote n°3:
“(3) Subject to specific conditions specific legal entities, particularly public bodies, will receive funding of up to 100 % of
their marginal/additional cost.”

% RP: Article 14 — second paragraph — first subparagraph — indent (a):

“ 2. Eligible expenses shall be defined in accordance with the first subparagraph of Article 12(2) and must meet the following
conditions:

(a) they must be actual (...)"

100 Ey cept for physical persons.
101 RP: Article 14 — second paragraph — second subparagraph:
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¢ Additional direct Costswith flat ratefor indirect costs model (AC)

In this model, eligible direct additional costs and a flat rate for indirect costs are
charged by the contractor. The flat rate is a fixed contribution equal to 20% of all
direct additional eligible costs minus the direct additional eligible costs of sub-
contracts.

This model is proposed to a limited number of types of

conditioned by certain provisions in the model contract
second paragraph of the article 14 of the RP*%? and footnote n°3 of theAab}é of Section 2 of the Annex

111 of the FP6-EC) %, As such, it is also ader ogation mod

Direct additional eligible costs are defined as foll
of Annex Il (Genera conditions) to the FP6 model contract

“2- Contractors using the additional co /236 V%a}ge to the project only
those direct costs that are additional to fecurr{pQ costs. Any such direct
additional costs specifically covered butions from third parties are
excluded. Direct costs of personnel shall be)irmlted to the actual costs of the
personnel assigned to the project whefe tie contractor has concluded with the
personnel:

- atemporary contract for wo,
- atemporary contract for ¢
- a contract which depends/i
to the normal recurring fundi
to this contract mu}/ex}lu e

d paragraph of Article 11.20

mpnunity RTD projects,

eting,a gdctorate,

Il or)in part, upon external funding'® additional
f e contractor. In that case, the costs charged
costs borne by the normal recurring funding” .

NB: By derogation to/the/above definition of additional eligible costs, participants
using the AG/m m arge eligible direct costs (additional and non-additional)
under the management/of the consortium activities, providing they are able to

roduce detailed evidence of them (third paragraph of Article 14 of
lished by footnote n°10'® of Annex Il (general conditions) to the FP6 model

or/management of the consortium activities, providing that the contractor can
identify and justify these costs precisely ;

for other activities, providing such people have a contract which depends in full
or in part upon external funding additional to the normal recurring funding of the
contractor. In other words, if such permanent people receive the same salary with

“ By way of derogation from the actual cost principle and with the agreement of the participants, the contract may lay down
average rates of Community financial participation by type of expenditure or pre-set lump sums, as well as a value by
activity which shall approximate to the expenses envisaged.”

102 5ee footnote N°88.
103 gee footnote N°85.

104 Contracts dependant upon external funding may include contracts necessary to permit permanent personnel to carry out
additional work required for the project, which is dependant upon external funding.

105 See footnote n°81.

196 FPG model contract — Annex |1 — Footnote n°10:

“ Permanent personnel which do not meet the criteria established in this Article may be charged to eligible costs incurred by
contractors using the AC model under Management Activities identified in Article 11.2, and within the limits established by
Article 11.28 where these costs can be identified with precision by the contractor.”
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or without being involved in thisindirect action of the Community, their costs are
not additional even though they may have additional work.

2.4.3- Access conditionsto the Costs models

Il (General conditions) to the FP6 model contract):

e All lega entities can use the FC model with the
(Article11.22.2 - first sentence : "All contractors, exc
full cost (FC) model.") ;

e Physica persons™’ are obliged to use th
"Contractors which must use the additiopal cogt model are physical persons. ") ;

e Non-commercia or non-profit grfyani
private law and international [

models.

However, only those non-cg cial\or non-profit organisations established either
under public law or privat ang/international organisations which do not have
an accounting syst e share of their direct and indirect costs relating
to the project tg gurshed may opt for the AC model (Article 11.22.2: "All
contractors, except for /physical persons may use the full cost (FC) model.
Contractor Es, non-commercial or non-profit organisations
established Y public law or private law, or international organisations
may use the ful odel with a flat rate for overheads (FCF).") + (Article 11.22.3 -

mercjal or| non-profit organisations established either under public law or
j Or international organisations; which do not have an accounting
allows the share of their direct and indirect costs relating to the project
inguished.").

entities defined as SMEs'® have the choice between the FC and FCF model
rticle 11.22.2 : "All contractors, except for physical persons may use the full cost
(FC) model. Contractors that are SMEs, non-commercial or non-profit
organisations established either under public law or private law, or international
organisations may use the full cost model with a flat rate for overheads (FCF).")

197 physical persons are not unipersonel societies. These latter may be considered as SMEs.

198 To be regarded as an SME, as established by the Commission Recommendation 96/280/EC [ OJ L 107, 30.4.1996, p. 4],
an organisation must have:

e lessthan 250 full time equivalent employees, and

e anannual turnover not exceeding EUR 40 million or an annual balance sheet total not exceeding EUR 27 million, and

e must not be controlled by 25% or more by a company which is not an SME.

WARNING: this definition is modified by Commission Recommendation of 06.05.2003 concerning the definition of micro,
small and medium-sized enterprises [Not yet published]. This new Recommendation will enter into force the 01.01.2005.
http://europa.eu.int/comm/enterprise/enterprise_policy/sme_definition/decision_sme_en.pdf
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The following table summarises the access conditions to cost reporting models
according to type of legal entity:

Scheme 4 — Cost reporting models per type of \Aentiti%

Accounting capacity Cost reporting models

Type of legal entities to distinguish direct
and indirect costs

Physical persons MN.A ™) L

Non-commercial or non-profit Ma .
organisations established either
under public law or private law

and International organisations Tes g g
Small and medium enterprises RLA () . .
Other legal entities MN.A ™) .

(*) H.A. : Hot applicable

2.4.4- Use of a ¢ost Qodel

I counti
(fofirth paragray

“E%h contractor shall apply a cost reporting model in accordance with the
prncrples established in Articles 11.19 [Eligible costs of the project], 11.20 [Direct
cogts], and 11.21 [Indirect costs]” .

| apply a cost reporting model according to its type and according
capacity to answer the definition of direct and indirect eligible costs
of Article 11.22 of Annex Il (General conditions) to the FP6 model contract):

¢V As agenera principle, alegal entity shall apply the same cost reporting model in all
FP6 contracts in which it will be involved, whatever the type of instrument:

“Where a legal entity may choose a cost reporting model it shall apply that model
in all contracts established under the Sxth Framework Programme.”

However, by derogation to this general principle (first and second indents'® of Article 11.22
of Annex Il (General conditions) to the FP6 model contract):

199 FP6 model contract — Annex 11 — Article 11.22 — Paragraph 4 — first and second sub-indents:

“- By derogation to the principle established above, any legal entity eligible to opt for the AC cost model may opt in this
contract for the FCF or the FC reporting model even if it has initially opted for the AC reporting model in previous
contracts. However, if it does so, it must use that reporting model consistently in subsequent contracts established under the
Sixth Framework Programme.

- By derogation to the principle established above, any legal entity eligible to opt for the FCF cost model may opt in this
contract for the FC reporting model even if it has opted earlier for the FCF reporting model in previous contracts. However,

Date: 20/06/03 DRAFT Version —Not legally binding Page: 45



FP6 Financial Guidelines

This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

In other words;

reporting model will be compl et

Finally, modification of the |
modification of its cost model

2.45- The particulag” ¢

Any legal entity which is eligible to opt for the AC model in afirst contract can
change to the FCF or the FC model in a later contract. If it does so, it must then
use the new cost reporting model in subsequent contracts ;

any legal entity which is éligible to opt for the FCF model in a first contract can
change to the FC model in alater contract. If it does so, it must then use the new
cost reporting model in subsequent contracts.

an SME may choose the FCF model in afirst contra
in alater contract.

arid opt for the FC model

a non-profit or non-commercial public or ,grivate ¢rganisation which has

C

of /tHe specific activities aiming at providing

transnational accesst0 infrr agtr uttur es

this model, eligible direct costs and aflat rate for indirect costs are charged by

e contractor (Article 111.13.2 of Annex I11 to the contract (see the definition below). The
|2 rate is a fixed contribution equal to 20% of all direct eligible costs minus the
ost of sub-contracts. In thissenseit has similarities with the FCF model.

It is characterised by the fact that the eligible direct costs are calculated as
follows:

v' The access provider may identify its digible direct costs, related to the access
provided to the users given access to the infrastructure, on the basis of a user
fee (UF), according to the following formula:

user fee = unit cost x actual quantity of access delivered within the project

v" The unit cost, negotiated with the access provider, shall be defined on the
basis of the average annual direct costs of providing access to the
infrastructure, divided by the total annual quantity of access provided to the
researchers normally having access to the infrastructure (excluding the user
groups supported for access by the Community). These direct costs may
cover also preparatory work and specific training courses for the users but
shall exclude all contributions to the capital investments of the infrastructure.

if it does so, it must use that reporting model consistently in subsequent contracts established under the Sixth Framework

Programme.”
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This unit cost shall be specified in Annex | (technical annex) to the contract
and is to be used throughout the duration of the contract.

v' Eligible direct costs may aso include the travel and subsistence costs related to
visits by users and to the user group selection panel, where necessary.

v" To be €ligible, these direct costs must be recorded in the accounts of the
legal entity(ies), including the access provider, which contribute(s) resources
to the project.

v" When the infrastructure is composed of several researg
access costs, a separate unit cost may be defined fop€a

acilities with different
oh facility.

= Additional Costswith flat rate for indirect cos

In this model, eligible direct additional cost 4 ate for indirect costs are
charged by the contractor. The flat rate is 2§ atixed ibution equal to 20% of
all eligible direct additional costs minuS #eqeligible/direct additional costs of
sub-contracts.

alished in Article 11.22 of Annex Il
antract.

This definition is the same as thal
(General conditions) to the FP6 modeg

As a consequence, a participant vptved in an activity aimed at providing
transnational access and inyolved in 3t least one other activity of an I° or an SSA
jaly use two different cost models in the same

ovided ¥hey have an accounting system that alows their direct costs
o the project to be identified™°.

5

providers using one of the full cost reporting models (FC or FCF)
thee other activities of the project must use the user fee cost reporting model
FY for activities aimed at providing transnational access™™.

cess providers which may use the additional cost reporting model (AC) are:

v non-commercia or non-profit organisations established either under public
law or private law, or

v'international organisations,

which do not have an accounting system that alows the share of their direct and
indirect costs relating to the project to be distinguished*.

By using in afirst contract a cost reporting model for activities amed at providing
transnational access, an access provider shall apply that model for the same type of
activitiesin all contracts established under the Sixth Framework Programme™*®,

10 PG model contract — Annex 111 for 13 and SSA Infrastructures — Article 111.13 — fourth paragraph.

111 FP6 model contract — Annex 111 for 13 and SSA Infrastructures— Article |11.13 — fifth paragraph.
12 FP6 model contract — Annex 111 for 13 and SSA Infrastructures— Article I11.13 — third paragraph.
113 FP6 model contract — Annex 111 for 13 and SSA Infrastructures— Article |11.13 — sixth paragraph.
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The following table summarises the access conditions to cost reporting models per type
of legal entities in an 13 or an SSA for Infrastructures containing a specific activities
aiming at providing transnational access:

Scheme 5 — Cost reporting models per type of legal entities for]an 1® and an SSA
for Infrastructures

Cost reporting models for all .

o s . Cost reporting models
activities except for transnational n

for transnational access
Lo : access
to distinguish direct
and indirect costs
. [ Ny

Non-commercial or non-profit Ma
organisations estahlished either
under public law or private law

Accounting capacity

Type of legal entities

and International organisations Tes o . g
Small and medium enterprises RN ] L] L] L]
Other legal entities MA ™) L] L]

(*} Provided the contractor is able to justifify its direct eligible costs relating to the project
(**} H.A. : Hot applicable

2.4.6- The partlcular/)of /e//ml\tgon of the actual indirect digible costs of the

FC model in CA at

For Coordinatian acttiqns {CA) and Specific Support Actions (SSA), contractors using

ate amount deemed to cover their eligible indirect costsis applied for
his flat rate amount is equal to a fixed contribution of 20% of their

candjtions) to the FP6 model contract):

“In those instruments where contractors using the FC cost model are limited to a
claim of 20% of their direct costs as a contribution to overheads, this rate shall be
based on all direct costs excluding the costs of subcontracts. For coordination actions
and specific support actions indirect costs are reimbursed at 20% of direct costs
(excluding the costs of subcontracts).”

2.4.7- Theparticular case of physical persons

Physical persons participating as contractors in the project are obliged to use the AC
model and may not charge any labour costs for their personal contribution to the project
(Article11.22 of Annex Il (General conditions) to the FP6 model contract).
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“Physical persons may not charge any labour cost in relation to their personal
invol vement in the project.”

In other words, the costs of the working hours of a physical person involved in an FP6
indirect action can not be charged as eligible costs.
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3- MECHANISMSOF THE FP6 COMMUNITY FINANCIAL CONTRIBUTION

3.1- CALCULATION OF THE COMMUNITY FINANCIAL CONTRIBUTION

The calculation of Community financial contribution is based/ o different elements,
especialy where it takes the form of Grant for Integratlon or aG t o the Budget (indents (a)
(b) and (c) of the first paragraph of Article 14 of the RP) i '
contribution is a lump sum grant, there is not usually a
reimbursement rates or other aspects.

aIc lation based on costs,

3.1.1- Calculation of the Community findncial Contribution in a Grant taking the
form of alump sum

compliance with the principles of co-financing, no-profit and
nagement, those flat-rate amounts and scales shall be reviewed at

ords, according to the content of the proposal, the Community financial
tion is negotiated between the consortium and the Commission, within the
ork established by article 181 of the IM. In the case of many of the actions to
promote human resources and mobility set rates have been established by the work
programme for that part of the Specific Programme.

The negotiated amount of the Community financial contribution, as well as its form
(“Lump sum”), is clearly indicated in article 5 of the core contract of the FP6 model
contract.

The specific cases applicable to actions to promote human resources and mobility are
indicated in Annex B (6.B) to these guidelines.

M4 5001.2.1,1.2.22and 1.2.2.3.
115 See footnote n°15.
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3.1.2- Calculation of the Community financial contribution in a Grant for
Integration

3.1.2.1- Principles

In a Grant for Integration, the Community financial contrj
taking into account:
o the degree of integration proposed by the consortiuny;

pution is calculated

to integrate ;
o thecharacteristics of thefield of research co
¢ thejoint programme of activities

; gragraphs of Article I11.1 and first paragraph of Article
111.2 of Annex |11 (Specific proyisiprs) fopNetwork of Excellence to the FP6 model contract):

e The grant forintegratiopy’shall be calculated by multiplying the sum of the
average any {culated in respect of the number of researchers™’®
ponus calculated according to the number of doctoral

Aded to be integrated, by the duration of the project'*.

18 See SeWZ of the Background document for NoE mentioned in footnote n°25.

17 Fp6 milel contract — Annex 111 for NoE — Article I11.1 —fourth paragraph:

“ Researchers. means research staff with at least four years of research experience or those in possession of a doctoral
degree. Additionally, a researcher must either be an employee of one of the contractors or be working under its direct
management authority in the frame of a formal agreement between the contractor and that researcher’s employer.”

18 FP6 model contract — Annex 111 for NoE — Article I11.1 —fourth paragraph:

“Number of researchers. means the headcount of those researchers that both (a) are identifiable by name at the time of the
deadline for the submission to the Commission of the original proposal for this network of excellence and (b) constitute the
research capacities of the contractors within the frame of the then proposed network of excellence.”

1% FP6 model contract — Annex 11 for NoE — Article 111.1 — first paragraph:
“Doctoral students: means students who are enrolled on a recognised course of doctoral studies run by one of the
contractors and who do not meet the conditions to be considered as a researcher.”

20 EP6 model contract — Annex 111 for NoE — Article 111.1 — first paragraph:

“Number of doctoral students: means the headcount of those doctoral students that are both (a) identifiable by name at the
time of the deadline for the submission to the Commission of the original proposal for this network of excellence and (b)
engaged on research activities within the frame of then proposed network of excellence.”

2! FPG model contract — Annex |11 for NoE — Article 111.2 —first paragraph — fourth subparagraph:
“The grant for integration shall be calculated by multiplying the average annual grant in respect of researchers, and any
bonus for doctoral students, by the duration of the project.
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e The table below converts the number of researchers into an annual average
grant to the project in respect of these researchers'?*:

Number of researchers Annual average grant (%)

| a0 || 1.000.000 € |
| 100 || 2.000.000 € |
| 150 || 3.000.000 € |
| 250 || 4.000.000 € |
| 500 || 5.000.000 € |
| 1000 and ahove || £.000.000 € |

{*): The grant for an intermediate number of researchers would

be calculated by linear interpolation.
-4 %éﬁ ,000/year multiplied by the
rhum of | 1026 of the grant in respect

e The bonus for doctoral studentsis equiva
number of doctoral students, up to a ma
of the number of researchers'®.

e Researchers and doctoral studentsp
included in the calculation of t
doctoral students only whe

financial contribution'®*,

ohtractor from athird country shall be
mber of researchers and number of

countries are eligible to receive Community financial contribution?.

f the field of research concerned, may request a lower grant for integration
that which would have resulted from applying the method described
ove. In such cases the lower amount shal be the maximum financia
contribution of the Community as identified in the technical annex (Annex
1)*2” to the contract and is reflected in the core contract.

122 FPG model contract — Annex |11 for NoE — Article 111.2 —first paragraph — second subparagraph.
128 FPG model contract — Annex |11 for NoE — Article 111.2 —first paragraph — third subparagraph.
124 FP6 model contract — Annex 111 for NoE — Article I11.2 — first paragraph — fifth subparagraph.

125 |t may also be mentioned that, in compliance with the third indent of the first paragraph of article 6 of the RP, “ any legal
entity established in a third country other than a country covered by the second subparagraph [third countries targeted by the
specific activities for international cooperation] and taking part in the RTD activities referred to in the first subparagraph
[“Focussing and Integrating Community Research”], may receive a Community financial contribution if provision is made for
this purpose under an RTD activity or if it is essential for carrying out the indirect action [Commission ad-hoc decision].”

126 For a complete list, consult the list and maps of countries provided by the programme in charge of specific international
cooperation activities:
http://europa.eu.int/comm/research/iscp/countries.html

127 Fp6 model contract — Annex 111 for NoE — Article 1.2 — first paragraph — sixth subparagraph.
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3.1.2.2- Examples

Three different examples (with three levels of complexity : low (n°1), medium
n°2) and high (n°3)) of the calculation of the Community financial contribution
for aNetwork of Excellence are provided here below.

3.1.2.2.1- Example 1 (level of complexity : low)

e Hypothesis

7 independent legal entities, respectivel
Poland (PL), United Kingdom (UK), R
and Netherlands (NL), intend to integrate ih aN

= 150 researchers
= 40 doctoral students

The distribution of the number of| res
following one: /\

), Israel (IL), France (FR)
wark of Excellence:

carchers and of doctoral students is the

Participant Organisation Number of researchers to be integrated Humbegod reglmerﬁ:“i?]t;t:ral Stdentfiniie
" A — Female Male Total Female Male Total
1 DE Legal entity 5 =] 13 0
2 PL Legal entity 10 4 4 7 12 19
5 UK Legal entity g 2 k] 0
4 RU Legal entity 1 18 29 5 4 9
& IL Legal entity 5] 12 18 0
B FR Legal entity g 14 22 2 3 3
7 ML Legal entity 15 9 24 5 2 7
8 0 0
E) 0 0
10 0 0

[Total or Subtotal 1 | [F] §7| 150 19] 21| 40|

v

The duratjon of the project is equal to 60 months (5 years).

Calcubation of the grant

s/ The full number of researchers (150) and number of doctoral students (40)
can be taken into consideration for the calculation of the grant (fifth
subparagraph of the first paragraph of Article 111.2 of Annex |11 (Specific provisions) for
the Network of Excellence to the FP6 model contract).

Indeed, the consortium is composed of:

v' 4 independent legal entities establish in a four different Members
States (DE, UK, FR, NL) ;

v' 1 independent legal entity establishes in an Associated Candidate
Country (PL) ;

v" lindependent legal entity establishesin an Associated Country (IL) ;

v" 1 independent legal entity establishes in an Third Country targeted by
the specific activities of international co-operation (RU) ;

All those legal entities are able to receive a Community financial
contribution (according to the second paragraph of Article 4'® and the second

128 RP: Article 4 — second paragraph:
“2. Any legal entity established in an associated Sate may participate in indirect actions on the same footing and shall have
the same rights and obligations as a legal entity established in a Member State, subject to Article 5.”
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subparagraph of the first paragraph of Article 6 of the RP and the content of the
relevant work programme).

= Asaconsequence:

v" According to the table, the average annual grant for the number of
researchers to be integrated is equal to:

€ 3.000.000.

v' The average annual grant for the number
on aannual bonus of € 4.000/year/doctor

40 doctoral students x € 4.000 = € 160:009.

This amount is less than 10% ¢
number of researchers (10%
consequence, this amount ha

doCtoral students, based
stydent is equal to:

ergge annua grant for the
: = € 300.000). As a
ed.

» Since the duration of the projéct i
maximum financial contribut rom the Community to a network of
excellence) in this case is equa

Periods Requested Grant for Integration
e Month m - Month m’
Period 1 b1 - h12 3. 760,000
Period 2 - first half W13 - W15 1.580.000 4.740.000
Period 2 - second half [M19 - W24 1.580.000
Period 3 - first half h25 - W30 1.580.000 3.160.000
Period 3 - second half |M31 - M36 1.550.000
Period 4 - first half W37 - W42 1.580.000 3.160.000
Feriod 4 - second half |43 - M45 1.580.000
Period 5 - first half 49 - k54 1.580.000 3.760.000
Period 5 - second half |M55 - MED 1.580.000 1.580.000
| Total Requested Grant for Inteqration | 15.800.000 | 15.800.000 |
There is no obligation for linear distribution. The annual distribution of

the grant over the duration of the project is a result of the negotiation
phase.

This maximum amount of the Community financial contribution is
identified in the second paragraph of Article 5 of the core contract of the
FP6 model contract. The form of the grant (“Grant for integration”) is
mentioned in the first paragraph of thisarticle 5.

129 RP: Article 6 —first paragraph — second subparagraph:
“ Any legal entity established in a third country targeted by the specific international cooperation activities provided under
the heading ‘Focussing and Integrating Community Research’ of the Sxth Framework Programme may receive a
Community financial contribution within the limits of the budget allocated in Annex |1 to the Sxth Framework Programme
for the action referred to in Article 164(b) of the Treaty.”
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The following table summaries the above mentioned elements:

Requested Grant for Integration (in €) (1)

Proposed Average annual Grant for
N researchers to be integrated (a)

3.000.000

Proposed Average annual Grant

for N' regist

ed doctoral stud

160.000

L |

Not exceeding 10% of the proposed average annual grant for the researchers, the proposed average annual grant for registered doctoral students must
not be adapted. As a consequence the average annual grants are confirmed.

Average annual Grantfor N
researchers to be integrated (a)

ed doctoral

3.000.000 a?verage annual Grant for N’

(b)

160.000

Duration of the project (in years] (c)

5

Grant for Integration [{a)+{b]]=ic}

15.800.000

Requested Grant for Integration

15.800.000

Similar tables are part of the Annex | (technigal
with the full list of the names of the researc

An example of the table(s) of the Anne

these guidelines.

3.1.2.2.2- Example 2 (level of complexity I/r,véi um)

Hypothesis

7 independent legal entii
Poland (PL), United Kipgd
and Netherlands (NL), intend

int

nnex) to the contract,
s and the doctoral students.

ovided in Annex 2 (6.2) to

r tively established in Germany (DE),
(UK),| Russia (RU), Israel (IL), France (FR)
rate in a Network of Excellence:

=  75researchers
= 40 doctora, students
The distribdtion of thehumber of researchers and of doctoral students is the
followi
Participant Organisation Humber of researchers to be integrated Humbiegof regimerﬁ:“i?]t;t:ral Slicenislinyte
" A — Female Male Total Female Male Total
1 DE Legal entity 5 4 9 2 2 4
2 PL Legal entity 1 4 5 1 1 2
5 UK Legal entity g =] 16 7 ) 12
4 RU Legal entity 7 7 e 5 4 9
& IL Legal entity 5 5] 11 2 1 3
B FR Legal entity B 5 11 2 3 3
7 ML Legal entity 4 5 9 4 1 3
g 0 0
9 0 ]
10 0 0
[Total or Subtotal 1 | 36| 39| 75| 23 17] 40|

The duration of the project is equal to 60 months (5 years).

Calculation of the grant

The full number of researchers (75) and number of doctoral students (40)

can be taken into consideration for the calculation of the grant (fifth
subparagraph of the first paragraph of Article I11.2 of the Annex 111 (Specific provisions)

for the Network of Excellence to the FP6 model contract).

The consortium is composed of

v 4 independent legal entities establish in a four different Members

States (DE, UK, FR, NL) ;

v" 1 independent legal entity establishes in an Associated Candidate

Country (PL) ;

v 1 independent legal entity establishesin an Associated Country (IL) ;
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v 1 independent legal entity establishesin an Third Country targeted by
the specific activities of international co-operation (RU) ;

All those legal entities are able to receive a Community financial
contribution (second paragraph of Article 4 and the second subparagraph of the first
paragraph of Article 6 of the RP and the content of the relevant work programme).

As a consequence:

v According to the table, the average annua t for the number of
researchers to be integrated is equal to [ GB-GA)/(B-A)*(N-A)]
with:

A —nearest lower given number;

B — nearest upper given number
GA —givengrant for A r
GB — given grant for B reg

[€ 1.000.000 + (2.000.(
1.500.000

v" The average anfual gkant [fop’the number of doctoral students, based
on aannual bo ]

Since the dyration of the project is 5 years, the Grant for Integration, (the
aximumfinancial contribution from the Community to a network of

.00.000€ + 150.000€) x 5 = € 8.250.000.

Taking into account aspects such as the characteristics of the field of
research concerned, the consortium decides to request as the maximum
Community financial contribution: € 8.250.000 with the following
distribution of the grant per period:

Periods Requested Grant for Inteqration
N Month m - Month m’
Period 1 Pl - M12 1.650.000
Period 2 - first half k13 - k18 825.000 2475.000
Period 2 - gsecond half k19 - W24 §25.000
Period 3 - first half 25 - k30 325.000 Rl
Period 3 - gecond half |31 - M36 §25.000
Period 4 - first half k37 - hld2 825.000 1.650.000
Period 4 - second half |k43 - W45 §25.000
Period & - first half hldD - PS4 325.000 R
Period & - second half [k55 - kBD §25.000 §25.000
| Total Requested Grant for Integration $.250.000 | §.250.000]
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There is no obligation for linear distribution. The annua distribution of
the grant over the duration of the project is a result of the negotiation

phase.

This amount is set in the second paragraph of Article 5 of the core

contract of the FP6 model contract. The form of the grant (“Grant for

integration”) is mentioned in the first paragraph of Article 5.

The following table summaries the above mentio

ements:

Requested Grant for Integration (in €) (1)

N researchers to be integrated (a)

Proposed Average annual Grant for

1.500.000

for N’ regist

Proposed Average annual Grant
ed doctoral stud

160.000

Exceeding 10% of the proposed average annual grant for the researchers, the proposed average annual grant for registered doctoral students must be
adapted. As a consequence the average annual grants are the following:

Average annual Grantfor N
researchers to be integrated (a)

1.500.000 .

]

Average annual Grant for N’
ed doctoral

(b)

150.000

Duration of the project (in years] (c)

5

Grant for Integration [{a)+{b]]=ic}

8.250.000

Requested Grant for Integration

§.250.000

students.

An example of the

these guidelines.

Similar tables are part of the
with the exhaustive list of the

Anré{

b N

4

(technical Annex) to the contract,
of the researchers and the doctoral

3.1.
[

The distribution of the number of researchers and of doctoral students is the
ollowing one:

thg Annex | provided in Annex 2 (6.2) to

Participant Organisation Number of researchers to be integrated Wi aff reglsterﬁ:“t’l::;:rtllnral St o e
" o e Female Male Total Female Male Total
1 DE Legal entity 15 21 36 5] 8 4
2 PL Legal entity 2 ) 7 1 2 3
3 UK Legal entity 12 15 27 7 g T5
4 RU Legal entity 5 7 12 5 4 9
5] IL Legal entity 7 4 11 2 1 3
5] FR Legal entity 17 23 45 12 15 27
7 ML Legal entity 5 12 15 2 5 7
=] US Legal entity 10 12 22 5] 7 12
9 0 0
10 0 0

[Total or Subtotal 1 [ 71] 104 ] 175] 40] 50] 90]

The duration of the project is equal to 60 months (5 years).

Calculation of the grant

Only a part of the full number of researchers (175) and number of
doctoral students (90) can be taken into consideration for the calculation
of the grant (fifth subparagraph of the first paragraph of Article 111.2 of the Annex 111

(Specific provisions) for the Network of Excellence to the FP6 model contract).

The consortium is composed of :
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v' 4 independent legal entities establish in a four different Members
States (DE, UK, FR, NL) ;

v' 1 independent legal entity establishes in an Associated Candidate
Country (PL) ;

v' 1independent legal entity establishesin an Associated Country (IL) ;
v 1 mdependent Iegal entlty %tabllshes in an Thixd Country targeted by

v" 1 independent legal entity establishes ivan (Third Country which is
not targeted by the specific activitieg” of international co-operation

(US);

The number of researchers and of gaoc t of the US legal entity
can not be taken into consideratig ation of the grant (second
paragraph of Article 4, second subpafagrap irst paragraph of Article 6, third
subparagraph of the first paragraph ' of the RP, the content of the relevant
work programme and call for propogals and thef|fth subparagraph of the first paragraph
of Article I11.2 of the Annex 11 ( provisions) for the Network of Excellence to
the FP6 model contract) entities established in United States of
America are not Igible to receive a Community financial
contribution (excep (ceptional and duly justified cases).

= Asaconsequence

Participant Organisation Number of researchers to be integrated Humbeiod reglsterﬁ:“iz?:ral stilenlinthe

" e Female Male Total Female Male Total
1 DE Legal entity 15 21 36 G g 4
2 PL Legal entity 2 ] ¥ 1 2 3
3 UK Legal entity 12 15 27 7 8 15
4 RU Legal entity 5 7 12 5 4 g
] IL Legal entity 7 4 T 2 1 E]
3 FR Legal entity 17 28 45 12 15 27
7 ML Legal entity 3 12 15 2 5 7
g WS Legal entity 10 12 22 4] 7 12
9 ] /]
10 [ [

[Total or Subtotal 1 [ 71] 104] 175] 40] 50] 90|

[Non eligible head counts [ 10] 12 22| 5| 7] 12|

[New Total or Subtotal 1 [ 67] 92] 153] 35] 43] 78]

v" According to the table, the average annua grant for the number of
researchers to be integrated is equal to [GA+(GB-GA)/(B-A)*(N-A)]
with:

A —nearest lower given number;
B — nearest upper given number
GA —given grant for A researchers

130 RP: Article 6 — first paragraph — third subparagraph:

“ Any legal entity established in a third country other than a country covered by the second subparagraph, and taking part in
the RTD activities referred to in the first subparagraph, may receive a Community financial contribution if provision is made
for this purpose under an RTD activity or if it is essential for carrying out the indirect action.”

181 See footnote n°111.
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GB — given grant for B researchers

[€3.000.000 + (€ 4.000.000 — € 3.000.000)/(250-150)* (153-150)] =
€3.030.000

v' The average annual grant for the number of doctoral students, based
on aannual bonus of 4.000€/year/doctoral student isequal to:

78 doctoral students x 4.000€ = € 312.000.
However, this amount is superior to 10% of thé

average annual grant

(€ 3.030.000 + € 303.000) X 5

Taking into account agpects [such as the characteristics of the field of
research concerned, tHe gonsartium decides to request a lower amount a
the maximum Comimunity finaneial contribution: € 12.500.000 with the
following ventilati n/ﬁ\f the\grant per periods:

AERIES Reguested Grant for Inteqration
N Month m - Month m’
Period 1 Pl - M2 2.500.000
Period 2 - first half k13 - W18 1.250.000 S LY
Period 2 - second half [M19 - k24 1.250.000
Period 3 - first half M25 - W30 1.250.000 L
Period 3 - gecond half |31 - W36 1.250.000
Period 4 - first half hA37 - hld2 1.250.000 ot LY
Period 4 - second half (M43 - k48 1.250.000
Period & - first half k4D - hi54 1.250.000 L
Period & - second half [M55 - kBD 1.250.000 1.250.000
| Total Requested Grant for Integration | 12.500.000 | 12.500.000 |

There is no obligation for linear distribution. The annual distribution of
the grant over the duration of the project is a result of the negotiation
phase.

This amount is identified in the second paragraph of Article 5 of the core
contract of the FP6 model contract. The form of the grant (“Grant for
integration”) is mentioned in the first paragraph of this Article 5.

The following table summaries the above mentioned elements:

Requested Grant for Integration (in €) (1)

Proposed Average annual Grant for

2,010,000 Proposed Average annual Grant
N researchers to be integrated (a) T for N° registered doctoral students

312.000

Exceading T0% of the proposed average annual grant for the rasearchers, the proposed average annual grant for registered doctoral students must be
gdapted. As g consequence the average snnual grants are the following:

Average annual Grant for N 2.030.000 Average annual Grant for N

researchers to be integrated (a) registered doctoral | (b) Sl

Duration of the project {in years) (c) #|Grant for Integration [{a)+(h)]z(c) 16.665.000
Requested Grant for Integration 12.500.000

Similar tables are part of the Annex | (technical Annex ) to the contract,
with the exhaustive list of the names of the researchers and the doctoral
students.
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An example of the table(s) of the Annex | provided in Annex 2 (6.2) to
these guidelines.

3.1.3- Calculation of the Community financial contribution jn a Grant to the

Budget

3.1.3.1- General Principles

When it is in the form of a grant to th
contribution is calculated according to (indext

get, the Community financial
of the first paragraph™? and indent (d) of

e aprovisional budget of estimateq
per type of activity and per parti

and cost model accor ding to the instrument concer ned;

yon”activities and demonstration activities by the
for Stateaid for research and development ;

the calculation of the Community financial contribution in a
el integrates three other concepts that need to be clearly defined

he notion of receipts;

e Community framework for State aid for research and development.

3.1.3.2- The maximum reimbursement rates of eligible costs

Where the Community financial contribution is a Grant to the Budget (table of
Section 2 of Annex Il to the FP6 — EC), it is calculated according to the maximum
reimbursement rates of estimated eligible costs per type of cost model used
by the participants and per type of activities.

3.1.3.2.1- Maximum reimbursement rates of eligible costs per type of cost models
and activities

12 5001.2.2.3.

133 See footnote n°51.
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The type of cost model, the type of activity and the type of instrument determine
the maximum reimbur sement rates of eligible costs:

e For contractors using the AC model: 100% of their additional costs™*
whatever those activities might be.

e For contractors using the FC or FCF models:

= for research and technological developmen nnovation activities:

50% of eligible costs;
for demonstration activities : 35% of dig

blic funding established by international regulationsand in
by the Community framework for State aid for research and
ent™ for certain activities and legal entities must also be taken

.1.3.3- The notion of receipts

When it is a grant to reimburse eligible costs, the Community financial
contribution may not have the purpose or effect of producing a profit for the

beneficiaries (the participants) (the second paragraph of Article 109 of the FR™, in
indent (a) of the first paragraph of Article 165 of the IM™*’, and as recalled in the fifth paragraph of
Section 2 of Annex |11 to the Framework Programme Decision for FP6-EC*® and in footnote (1)

13 The exception is for management activities which may include the costs of permanent personnel if they can be calculated
and proven to be real.

1 0JN° C 45, 17.02.96, p. 5]
(http://europa.eu.int/comm/competition/state_aid/legislation/96¢c46_en.html)

136 See footnote n°33.
137 See footnote n°36.
138 See footnote n°38.
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of the table of this Section 2=, as well as in indent (d) of the first subparagraph of the first
paragraph of Article 14 of the RP140).

The notion of profit is defined as “the surplus of receipts over the costs of the
action in question (...)".

As a conseguence, since the Community financial contribution for a Grant to the
Budget is calculated, among other criteria, on the basis of 4 provisiona budget
psts, this provisional
budget must be composed of estimated eligible cost ell as of estimated
receipts.

3.1.3.3.1- Type of receipts***

Three kind of receipts must be taken in count (
conditions) to the FP6 model contract):

e 11.23 of Annex Il (Genera

e Financial transfersor their equivalent tg'the contractor from third parties**? ;

third parties'*®;
t14£

e Contributionsin kind frol

e Income generated by th

In the first two cases (fipanci
endowments are sidered

provided them ggecifi

If, on thebog;wé
need not bé cangl der

In the last|c

transfers or contributions in kind), these
receipts of the project if the third party has
y 6 be used in the project.

endowments are at the discretion of the contractor they
receipts*®.

gipts (income generated by the project itself):

e wher&the use of the financing or the use of resources paid with the financial transfers are at the management discretion
of the contractor and the contractor chooses to allocate that resource to the project, such transfers shall not be
considered to be receipts of the project.”

13 FP6 model contract — Annex 11 — Article 11.23 —indent (b):

“ Contributions in kind from third parties that are used for the project constitute an eligible cost of the project, and:

e shall also be considered a receipt of the project if they have been contributed by the third party specifically to be used
on the project;

e shall not be considered a receipt of the project if their useis at the management discretion of the contractor.”

144 FP6 model contract — Annex |1 — Article 11.23 —indent (c):

“Income generated by the project:

e income generated by actions undertaken in carrying out the project and income from the sale of assets purchased under
the contract up to the value of the cost initially charged to the project shall be considered as a receipt of the project;

e income generated for the contractor from the use of knowledge resulting from the project shall not be considered as a
receipt of the project.”

145 |t must be noted that, as established by Article I1.23, where contributions from third parties are used for the project by the
contractor, the latter is required to inform the third party of this use and in accordance with the national legislation or practice
in force:

“ Contractors shall ensure that third parties whose resources are made available to the project are informed of this use of
their resources. Contractors shall do so in accordance with their national legislation and practices.”
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3.1.3.3.2- Implementation modalities per tvpeﬂﬂ st Mo

any income generated by the project itself, including the sale of assets bought
for the project (limited to the initial cost of purchase) are considered as
income to the project (eg: admission fee to a conference carried out by the
consortium ; sale of the proceedings of the aforementioned conference ; sale
of an equipment bought for the project ; ...);

by derogation to the above mentioned principle, income generated in using the
knowledge resulting from the project is not consider receipt. The use of
the knowledge resulting from the project is often fhe yhain objective of any
project supported by an FP6 Community financial €onfribution.

possible t
avoid the

Participants using a full cost model AF
eligible costs and all types of receipts.

Participants using the additional cqst niodél (AC):

= May only charge their additiorjal direct eligible costs that are not
covered by any
contributions in kingd

or FW must declare all their

rties (the second sentence of paragraph 2 of

Itions) to the FP6 model contract)146 :

fcipant is sure that it will be the beneficiary of receipts, it
\0/@dvance in order to assess with as much accuracy as

es of eligible costs must be understood as limited by the differ ence between
he eligible costs and the receipts.

As a consequence, the maximum Community financial contribution isequal to:

For contractorsinvolved in activities covered up to a maximum of 100%:

The difference between eligible costs and receipts

For contractors using the FCF or the FC modd involved in research and
technological development or innovation activities

A maximum of 50% of their eligible costs, within the limit of the
difference between their eligible costs and receipts.

For contractors using the FCF or the FC mode involved in demonstration
activities

146 FP6 model contract — Annex 11 — Article |1.20 — second paragraph — second sentence:
“ Any such direct additional costs specifically covered by contributions from third parties are excluded.”
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A maximum of 35% of their eligible costs, within the limit of the
difference between their eligible costs and receipts.

e For contractors involved in specific activities relating to connectivity services

A maximum of 50% of their eligible costs, within the limit of the
difference between their eligible costs and receipts.

Example:
e A contractor using the FC model declaresan a
= €500.000 for research and technologj
activities
= €100.000 for demonstration activii
It declares also an amount of recei
= €150.000 for research and logical development or innovation
activities
= €70.000 for demonst

e Therefore, the Comm
to:

gf eligible costs of:

1/3.3.4- Simultaneous funding from different origins (including other EC
‘ogrammes

For some participants only a part of the eligible costs are covered by the
Community financial contribution (maximum reimbursement rates of eligible
costs'*’). The remaining eligible costs can be covered:

e either by the participant’s own financial resources;
e or by receipts coming from third parties
Receipts can be either of public or private origin.

An FP6 indirect action may be the object of additional financial contribution from
other EC programmes, under certain conditions (as established in the second, third and
fourth paragraphs of Section 2 of Annex |11 to the Framework Programme Decision for FP6-EC):

“In the case of participation of bodies from regions lagging in development, |

147 3003.1.3.2.
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when a project receives the maximum intensity of co-financing authorised under
this Programme or an overall grant, an additional contribution from the
Sructural Funds, pursuant to Council Regulation (EC) No 1260/1999 of 21
June 1999 laying down general provisions on the Sructural Funds [OJ L 161,
26.6.1999, p. 1.], could be granted.

In the case of participation of entities from the candiglate countries, an
additional contribution from the pre-accession financigl ipstruments could be
granted under similar conditions.

In the case of participation of organisations fro editerranean or developing
countries, a contribution of the MEDA p me| and of the financial
instruments of the Community's aid to develgpphent could be envisaged.”

However, it must also be noted that fop/sofe participants there are limits of public
funding for some type of activities (ap established by the first paragraph of Section 2 of
Annex 111 to the Framework Programme Degisiorf for FP6-EC). These limits are governed
by isthe Community framewopk\for State aid for Research and Devel opment.

3.1.3.4- The Community f ajﬁ\amor for State aid for research and devel opment

The first Section 2 of the Annex |11 to the FP6 indicates that:

The Comjmunity wilt'implement the financial instruments in compliance with the
Communiity framéwork for state aid to research and development, as well as
/'yﬁtern tipnal| rules in this area, and in particular the WTO Agreement on

bsi es;kyr:l Countervailing Measures. In compliance with this international
fr obK, it will need to be possible to adjust the scale and form of financial

%%tiéi pation under this programme on a case by case basis, in particular if
fanding from other public sector sourcesis available, including other sources of

C;dmmunity financing such as the EIB and EIF.

3.1.3.4.1- The purpose of the Community framework for State aid for research
and devel opment

The Community framework for State aid for research and development establishes
that:

e within an "industrial research action" (called “research and technological
development or innovation activities’ in FP6), the intensity of State aid,
combined with Community support, cannot exceed including possible
derogation, a maximum total of 75% of the eligible costs of the action.

e within an "pre-competitive development activity" (called “demonstration
activities’ in FP6), the intensity of State aid, combined with Community
support, cannot exceed including possible der ogation, a maximum total of
50% of the eligible costs of the action.
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In conformity with this framework, the Vademecum of "Community Rules on
State aid"'*® specifies that:

"Is not considered to constitute Sate Aid: Public financing of R& D activities by
higher non-profit making public education or research Establishments".
1

cation or research
ecaid for Research and
public support (including

For entities other than non-profit-making higher
establishments, the Community framework for
Development establishes the following maxim
Community support):

o Standard rates™:
» Research and technological devel

or inngyvation activities: 50%
= Demonstration activities: 25%
e Possibleincreases of standard rat
» Legal entities meeting & definition of an SME: + 10%

= Legal entities establfshed iN a
Treaty: + 10%

= Legal entities estapli

fon covered by the article 87.3 (a) of the
eq ipx'a region covered by the article 87.3 (a) of the

R&D framework programme: + 15%
ross-border co-operation: +10%

However,|it must be rioted that the cumulation of the standard rate and the above
i s slibject’to an absolute limit of 75% for research and technological
dedelogment jor innovation activities and 50% for demonstr ation activities.

4.2- |mpact on FP6

THe Community financial contribution may be adapted taking into account the
imits of public support established by the Community framework for State aid for
Research and Development (Annex 111 of the Framework Programme Decision for FP6-EC
establishing the type of activities proposed per instrument):

e For entities other than non-profit-making higher education or research
establishments

e Involved in research and technological development or innovation activities
and/or in demonstration activities.

148 \/ ademecum “Community Rules on States aid”
http://europa.eu.int/comm/competition/state _aid/others/vademecum/vademecum en.pdf

19 1t must be noted that in addition to industrial research action and pre-competitive development activity, the Community
framework for State aid for research and development mentions explicitly that “fundamental research action ” can be
supported up to 100%. However, according to the implementing rules for Intellectual Property Rights established in
Community framework for State aid for research and development in comparison to those established in the RP of the FP6, it
is obvious that FP6 does not cover “fundamental research actions”.
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As a consequence, only the following instruments are concerned:
e Integrated projects (IP) ;
e Specific targeted research or innovation projects (STReP) ;

e Specific research projects for SMEs (Cooperative and Collective Research
Projects) ;

e Integrated infrastructuresinitiatives (I°)

entities established in
, the maximum rates of

operation (minimum of at least three indep
three different countries (paragraph 2 of Article
public support are:

e Research and technological devel
which a maximum of 50% from th

e Demonstration activities: 50% (ir] which a maximum of 35% from the FP6

rovisions laid down in the Community
ch and Development must ensure that they

ya)
“ Contractar fect /tg” the provisions of the state aid framework on the
cumulatipn gffpublicytinding must ensure that they comply with its provisions.”

ation leading to incompatibility with Community financia
tribution should be declared by the participant ;

the FP6 Community financial contribution to be requested must be adapted in
order to respect the aforementioned limits of public funding.

3.1.3.5- Additional conditions and/or particularities for some instruments

3.1.3.5.1- Integrated projects

The implementation plan of an Integrated Project can describe tasks, work
packages, activities, ... for which there is no contractor proposed at the time of
submission of the proposal, nor at the negotiation level, in full compliance with

1% RP — Article 5 — Paragraph 2:

“ Qubject to paragraph 3, the minimum number of participants established by the work programmes shall not be fewer than
three independent legal entities established in three different Member Sates or associated States, of which at least two shall
be Member States or associated candidate countries.”
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the possibility for the consortium to select the relevant entity during the
implementation of the project by means of competitive calls™".

As the calculation of a grant to the budget is dependent upon, among other
conditions, the cost reporting model used by the contractors, the estimated eligible
costs of the resources needed to implement those above mentioned tasks, work
packages, activities, ... (the future estimated costs of new cgntractor(s)) must be
declared according to a cost reporting model in relation vith the type of legal
entity envisaged for their implementation.

Therefore, as an example, if an SME is envisaged, thg'cost must be estimated:
e either with the use of the FCF model;
e or with the use of the FC model

In this last case (use of the FC model), it4s
eligible costs according to the economy
(labour intensive or capital intensive|en
estimate such costs to:

e 20% of the eligible direct
e 80% of the eligible diregt costsor
[To be discussed]

mmendéd to estimate the indirect
ronment”of the expected legal entity
ment). A genera rule could be to

s for|labaur intensive environment

ital intensive environment

3.1.3.5.2- Specific R

[To be prp«%

clr'projects for SMES
RTD — Unit B3 — MG]

imdm reimbursement rates of eligible costs under the specific activities
or an SSA aimed at providing connectivity services are not equal to

152 (Article 11.15 of Annex 111 (Specific provisions) for I* and SSA for infrastructures to
FP6 model contract™).

3.1.3.5.4- Coordination Action for Infrastructures

Specia clause n° ... (which appears in Article 9 of the core-contract of the FP6
model contract for these actions)™™, indicates there are no training activities in a
Coordination Action for Infrastructures.

15! See FP6 model contract — Annex Il — Article 1.2 — paragraph 4.
152 See dlso Annex 3 (6.3) to these guidelines.

158 Fpg model contract — Annex I11 for 13 and SSA Infrastructures— Article 111.15:

“ As an exception to Article I1.25, for the continued provision and upgrading of the required connectivity services as specified
in Annex |, the maximum reimbursement rate shall be 50% of eligible costs, irrespective of which of the cost reporting
modelsis used.”

1% TO BE PROVIDED
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3.1.3.6- Examples

The following are some simple examples indicating the means to calculate a
Community financial contribution taking the form of a Grant to the Budget for an
Integrated Project.

3.1.3.6.1- Example 1 (level of complexity : low)

e Hypothesis

4 independent legal entities, respectixe
Poland (PL), United Kingdom
consortium of an Integrated Proyect:

est ed in Netherlands (NL),
and ia (RU), constitute the

v' the Dutch participant is
accounting system allows

-profit public legal entity whose
share of its direct and indirect costs
gtinguished. As a consequence it had the

v' the Polish parfici [ SME. As a conseguence it had the choice
e FC model and chose the FCF.

4n participant is a non-profit public legal entity that has not
Cggunting system that allows the share of its direct and indirect
cgsts relating to the project to be distinguished. As a consequence it
ad no choice and applied the AC model.

AW participants are involved in each activity of the project (e.g.: research
and technological development or innovation activities; demonstration
activities; training activities and management of the consortium
activities).

Thereis no subcontracting.

There are no receipts expected, whatever the form might be (contributions
in kind and financia contribution by third parties; incomes generated by
the project).

The resources involved by of each participant are the same. They are
composed of :

v" Two personsinvolved full time in the project:

% The first person is a permanent researcher, whose salary is not
dependent from external funding. Its monthly direct cost is equal
to €10.000. It is involved half time in research and 1/4 in
demonstration and 1/4 in training

% The second person is a researcher specificaly employed for the
project. Its monthly direct cost is aso equa to €10.000. It is
involved half time in research and half time in demonstration.
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v A third person involved 1/20 of its time in the project only for the
management of the consortium. Its monthly direct cost is also equal to
€10.000. This person is a permanent staff, whose salary is not
dependent from external funding.

v' Travel and subsistence for the purpose of the project: €15.000 of
direct costs for the whole duration of the projecl; All those costs are
considered as costs linked to the management of thhe consortium.

= Theduration of the project is 5 years.

e Calculation of the grant

= Each participant is eligible to receive
(Article 5 of the RP).

ty financial contribution

The consortium is composed of

v' 2 independent lega entities established in two different Members

States (NL, UK) ;

v' 1 independent ledal \entity established in an Associated Candidate
Country (PL) ;

v" 1 independent

established in an Third Country targeted by

— . 55
direct t/costs, types of activity and cost reporting models™>,
. 56 . .
and is no expected receipts'™?, the participants will propose
théfo ovisional budget:
Type of activities
- Research and
Participant| Organisation o technological i Management of i Total
nap shgorl — "lll‘;::::' Estimated eligible costs and receipts development or Der:;::’sil(:::nn Training activities | the consortium Otl:::i‘sr:l‘?:slﬁc B-(1)+2)+ )+ @)+ 5)
innovation @ activities
s @ (4] 2]
)
HL Legal Total eligible costs (a)+(h) 1.110.000 §32.500 277.500 83.250
5 Direct costs (a) 600,000 450,000 150000 45.000
1 enlity FC Bligitls cost= of which subcontracti
(Organism of i
ressarch) inclirect costs (b) 510.000 382,500 127.500 38.250
Receipts Total Receipts
Total eligible costs (a)+(h) 720.000 540.000 180.000 54.000
PL Legal Eligibls costs Direct costs (a) 600.000 450.000 150.000 £5.000
2 entity (SME) FCF of which subcontracting
indlirect costs (b) 120.000 90.000 30.000 .000
Receipts Total Receipts
Total eligible costs (a)+(h) 900.000 B75.000 225.000
UK Legal Eligibla costs Direct costs [a) 600,000 450000 150,000 45.000
3 entity (Big FC of which subcontracting
entreprise) Indirect costs (b) 300,000 225,000 75.000
Receipts Total Receipts
Total eligible costs (a)+(h) 360.000 360.000 a
RU Legal Elinible costs Direct costs 3] 300,000 500,000
4 entity AC H of which subcontracting
(University) Indirect costs (b) 60.000 60.000 1] 129.000
Receipts Total Receipts

| Total eligible costs ‘ 5.438.75I]|

In this example, it appears clearly that, even though the four participants
use the same type of resources with the same level of direct costs:

v' The full cost participants (FC or FCF) are able to charge al their
direct eligible costs (€1.245.000) but the AC participant may only
charge its direct additional eligible costs (€ 600.000) plus its direct

155 See part 2 — Framework of eligible costs for FP6 grants which reimburse costs

1% See part 3 - Mechanisms of the FP6 Community financial contribution — Especially 3.1.2.2 and 3.1.2.4.
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eligible costs (additional and non additional) relating to management
of the consortium activities (€ 45.000) ;

v' The total €eligible costs between participants using a full cost model
(FC or FCF) are different dueto their different indirect costs,

The requested maximum Community financial contribution is calculated
as followed:

v" For the AC participant(s) (Russian Universit

100% of the total eligible costs withi
between the estimated total €ligi
receipts, whatever thetype of actiyiti

hellimit of the difference
e costs and the estimated

0)]

+ Demonstration activities: o X 360.000) within the limit of
(360.000 - 0)]
+ Training activities: [(10C ) within the limit of (360.000 — 0)]

+ Management of the consortilum activities: [(100% x 54.000) within
the limit of (54.0
=€ 774.000

v" For the FC or C/:\parti i pant(s) (Dutch research organisation ; Polish

SME and Brit'y’SMB/i q/erﬁerprise):

<> RQch/acv’rdties: 50% of the total eligible costs within the
iE'nit of {he/differ ence between the estimated total eligible costs
D

Imated receipts;

X/

sV Demopstration activities. 35% of the total eligible costs within
e mit of the difference between the estimated total eligible
costs and the estimated receipts;

% Training activities: 100% of the total eligible costs within the
limit of the difference between the estimated total eligible costs
and the estimated receipts;

% Management of the consortium activities: 100% of the total
eligible costs within the limit of the difference between the
estimated total eligible costs and the estimated receipts;

As an example for the Dutch research organisation it means:

¢ Research activities:

As this organisation is not subject to the limits established by
the Community framework for State aid for Research and
Development,

o If the difference between the estimated total eligible costs
and the estimated receipts is inferior to 50% of the
estimated total eligible costs: difference between the
estimated total eligible costs and the estimated receipts ;

o If the difference between the estimated total eligible costs
and the estimated receipts is equal or superior to 50% of
the estimated total eligible costs. 50% of the estimated
total eligible costs
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1.110.000 — 0> 50% x 1.110.000
=> € 555.000
¢ Demonstration activities:

As this organisation is not subject to the limits established by
the Community framework for State aid for Research and
Development,

o If the difference between the est
and the estimated receipts
estimated total eligible 269

aed total eligible costs
ferior to 35% of the
difference between the

the estimated
total eligible cq

832.500 -0 > 359

=€ 2;?&3\
¢ Training activities!

[(100% %%7.5 ) — (277.500 — 0)] = € 277.500
¢+ Man of the consortium activities:
Zl;z‘?& 83.250) — (83.250 — 0)] =€ 83.250
ﬂ omphunity financial contribution :
555.000 + € 291.375 + € 277500 + € 83.250) = €
1.207.125

= /Ag/the requested Grant to the Budget for the management of the
consortium activities as a whole does not exceed 7% of the total
Community financial contribution, the latter is set to €3.742.875.

This amount is identified in the second paragraph of Article 5 of the core
contract of the FP6 model contract (except for actions to promote human
resources and mobility). The form of the grant (“Grant to the Budget”) is
mentioned in the first paragraph of Article 5.
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3/6@2—

mple 2 (level of complexity : medium)

[To be provided by DG RTD — Unit A3 — JDM]

Example with

» Thefollowing table summaries the above mentioned elements:
Type of activities
& Research and
;e . ost i
Participant| Organisation . - . technological s » | Wanagementof | ecific Total Requested Grant to the
P shortname | Medel [ Estimated eligible costs and receipts | gevelopment or ot Training activities | the consortium aw:liv?lies 16)=(1)+2)+(3)+(4)+(5) Budget
used innovation (5] activities
activities @ ) 2]
U]
ML Legal Total eligible costs (a)+{b) 1.110.000 832.500 277.500 2.303.250
Enmg Eligible costs Direct costs (&) 600000 450.000 150.000 1.245.000
1 o amsym ol FC g of which subcontracting 0 1.207.125
regsearl:h) Indirect costs (B) 510.000 382,500 127,500 1.058.250
Receipts Total Receipts 0
 Total eligible costs (aj+{b) 720.000 540.000 160.000 1.494.000
PL Legal Eligible costs Direct costs () 600000 450000 150.000 1.245.000
2 srtit (SGME) FCF E of which subcontracting 0 783.000
Y Indirect costs (b) 120,000 90.000 30.000 249.000
Receipts Tatal Receipts 0
Total eligible costs (a)+(h] 900.000 675.000 226.000 1.867.500
UK Legal Eligible costs Direct costs (&) G00.000 450.000 150.000 1.245.000
3 entity (Big FC o f which subcontracting [] 978.750
entreprise) indirect costs (b) 300.000 225.000 75.000 622.500
Receipts atal Receipts 0
[Tatal eligible costs (aj+(h) 360.000 360.000 a 774.000
RU Legal Eligible costs Direct cosis (a) 300.000 300.000
4 antity AC o of which subcontracting 774.000
(University) Indliract costs (b 60000 60.000 0 129.000
Receipts [ Total Receipts
Total eligible costs ﬁ.d3ﬂ.75l]|
Total Reguested Grant to the Budget 3.742.875
in which for V& of the 253.750| 6,91%
Not exceeding 7% of the total C ity financial the Grant
to the Budget for the whole project must not be adapted. As a consequence, it is set to
the following amount :
Total Reguested Grant to the Budget 3.742.875
in which for iV of the 25&_750| 6,91%
= Simil

e part of Annex | (technical Annex) to the contract. An
le(s) of the Annex | is provided in Annex 4 (6.4) to

receipts and estimated eligible costs for

management of the consortium activities over 7% of the
requested Community financial contribution.

3.1.3.6.3- Example 3 (level of complexity : high)

Hypothesis

[To be provided by DG RTD — Unit A3 — JDM]
Example with:

- receipts and State Aid Framework
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- estimated eligible costs for management of the consortium
activities over 7% of the requested Community financial
contribution

- unknown contractors to be selected through a competitive
call

3.2- PAYMENT MODALITIESOF THE COMMUNITY FINANCIAL COXTRIBUTION
3.2.1- General principles VU

The following general principles are applicaple fof any type of grant (Lump sum ; Grant
for integration ; Grant to the budget).

3.2.1.1- Community finangia\contki bution is a maximum amount

The Community Ain
article 5 of the £ore-gonfr

paragraph of ar w.z of An

alrount Pgid to the consortium by the Commission may not in any
the maximum amount of the grant laid down in Article 5,
ctual eligible costs exceed the estimated total eligible costs
rticle5 or in the tablein Annex1.”

ntribution mentioned in the second paragraph of
t isa maximum that can never be exceeded (second
Il (General conditions) to the FP6 model contract).

plemented poorly, partially or late, the Commission may reduce the grant
ly provided for in line with the actual implementation of the project on the
s laid down in the contract™’.

Any reduction in the amount of the grant to be paid by the Commission shall be

effected by:

¢ reducing the balance of the grant payable when the project ends;

e requesting the contractors to repay any amounts overpaid, if the total amount
alread%gspaid by the Commission exceeds the final amount which it actually
OWeS.

3.2.1.1.1- The particular case of additional Community financial contribution

However, it is aso possible for the Community financial contribution to be
increased (Article 16 of the RP):

The Commission may increase the Community financial contribution to an
indirect action already under way in order to expand its scope to cover new

57 FP6 model contract — Annex |1 — Article |1.28 — paragraph 5.
158 FP6 model contract — Annex |1 — Article |1.28 — paragraph 6.
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activities which may involve new participants.

It shall do so in the case of the indirect actions referred to in Articles 9(1) and
9(2)(c) by way of a call for supplementary proposals, which the Commission
shall publish and advertise in accordance with Article 9(4) and which may be
restricted, if necessary, to indirect actions already under way. The Commission
shall evaluate and select such proposals in accordance witif Article 10.

es, to launch calls for
ected through a call for

The Commission may decide, under certain circum
proposals restricted (or not) to on-going FP6 proj
proposals (Integrated projects, Networks of excel , Specific targeted research
or innovation projects, Specific research ' for SMEs, Integrated
infrastructures initiatives, Coordination gefl ctigns to promote human
resources and mobility and some Specifi

might be submitted to the Commission if g0 provided for in the work programme
of the relevant specific prograsame a

The evauatjd ‘
procedures -
Only in this yery pérticular case can on-going FP6 projects benefit from a

Co nity finanhefal contribution in addition to that already granted to the on-
f roject|(and identified in the second paragraph of Article 5 of the core-

3.2.1/2- Community financial contribution is paid to the consortium through the

gbordinator

The coordinator is responsible for receiving and ensuring the distribution of the
Community financial contribution (first paragraph of Article 8 of the core-contract of the
FP6 mode contract, and in accordance with the second subparagraph of the first paragraph of
article 13 of the RP)™>®:

“The Community financial contribution to the project shall be paid to the
coordinator on behalf of the contractors in accordance with the following
provisions:

a) the consortium shall determine the allocation of each tranche of the
Community financial contribution between the contractors, in accordance with
this contract and any relevant provisionsin their consortium agreement.

b) the payment of the Community financial contribution to the

1% RP — Article 13 —first paragraph — second subparagraph:

“The Community financial contribution shall be paid to the coordinator. The coordinator shall administer the Community
financial contribution regarding its allocation between participants and activities in accordance with the contract and with
decisions taken by the consortium according to the internal procedures established in the consortium agreement.”
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coordinator discharges the Commission from its obligation to make this
payment to the contractors.

¢) the coordinator shall distribute the Community financial contribution
without unjustified delay. [However, the initial pre-financing shall not be
distributed to the contractors until the minimum number of contractors required
by the Rules for Participation have acceded to the contract. ] 160

Therefore, it must be kept in mind that:

e The coordinator receives the Community fiprancial contribution on behalf

of the consortium ;

of Article 11.3" of the Annex Il (General cgp model contract).without
unjustified delays, this Com i fal contribution to the
participants, in accordance wit ' provisions of the contract and the
relevant decisions of the conso i as established in the consortium
agreement

= s paid to the ¢
according tQ th a0 rules of the consortium, the Community
is allocated to the contractors by the

exception is for the Community financial contribution to the Joint

¢h Centre (JRC) of the Commission, which will be paid by means of
b get transfer according to administrative agreements between the JRC and
thie Commission (See relevant document).

Therefore, where the JRC is one of the contractors, the coordinator, on behalf
of the consortium, has to inform the Commission, prior to any pre-financing or
payment, of the relevant share of the Community financial contribution for the
JRC.

3.2.1.3- A system of periodic pre-financing (advances)

The Community financial contribution is distributed to the coordinator on
behalf of the consortium through periodic pre-financings in order to assure

180 This | ast sentence applies only where the pre-financing is paid upon signature of the coordinator only.

181 FP6 model contract — Annex Il — paragraph 11.3 —third paragraph — indent (c):

“ The coordinator shall:

()

c) receive all payments made by the Commission to the consortium and administer the Community contribution regarding its
allocation between contractors and activities in accordance with this contract and the decisions taken by the consortium. The
coordinator shall ensure that all the appropriate payments are made to contractors without unjustified delay.”
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greater financial certainty to the consortium (second paragraph of article 8 of the
core-contract of the FP6 model contract).

Whatever the form of the grant (mentioned in the first paragraph of Article 5 of
the core-contract of the FP6 model contract), the pre-financing for the first (or in
certain cases the single) period is transmitted to the coordinator on behalf of
the consortium within 45 calendar days according® to onepof the following:

e thedate of entry into force of the contract, or ;
o the date of the accession to the contract of thedagt’ contractor required to
related), or ;

e the last date of accession to the con
Article 1.2 of the core-contract.

Commission services. They must info e consortium of their choice during the
negotiation phase and the exacjprovis ill beincluded in the contract.

entiing the European Communities.

yments based on the approval of periodic reports

Community financial contribution is paid upon approva of the relevant

eports referred to in article 11.7 of Annex 1l (General conditions) to the contract

(as established by the second paragraph of Article 8 of the core-contract of the FP6 mode! contract
and the first paragraph of Article I1.28 of Annex |1 (General conditions) to that contract)164.

162 As mentioned in the indent (a) of the second paragraph of article 8 of the core-contract of the FP6 model contract (except
for actions to promote human resources).

183 |M: Part one—Title Il — article 3 —first paragraph — first sentence:

“ Pre-financing within the meaning of Article 105 shall remain the property of the Communities, unless the basic act, within
the meaning of Article 49(1) of the Financial Regulation, provides otherwise.”

FP6 basic acts do not provide otherwise.

IM: Part one — Title Il —article 3 — fourth paragraph:

“The rule referred to in paragraph 1 shall apply to prefinancing paid under contracts or agreements concluded after the
entry into force of this Regulation.”

IM entered into force the 01/01/2003.

184 FP6 model contract — Annex |1 — paragraph 11.283 —third paragraph — first paragraph:
“Without prejudice to Article I1.29, the Commission shall adopt the amount of the final payment to be made to the contractor
on the basis of the documents referred toin Article 11.7 which it has approved.”
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The periodicity of the required relevant reports is provided in Article 6 and, If
relevant'®, in the second paragraph of Article 7 of the core-contract of the FP6
model contract.

In any grant, the reports must be provided electronically but the originals must be
sent by registered mail with acknowledgement of receipt (fifth paragraph of article 11.7
of Annex Il (General conditions) to the FP6 model contract). The gate of arrival of the
latter is deemed to be the official date of reception: /jal

“The consortium shall transmit these documents/to/the Commission by
electronic means in accordance with the provisigrs off Article 11.2 [mailbox
address of the Commission]. However, the origi
and the audit certificates shall be submitted i

of Article 11.1 [Physical address of the Compfny
reception pursuant to Article 11.1 prevai

guidance notes established by the Col
The reports for publication should
publication.”

3.2.1.5- The particular caZ ses vielded by pre-financing provided by the

Commission

Pre-financing refmains the property of the Community and any interest earned by
the co-ordin that pre-financing must be taken into account in

determining the Community financial contribution (Article 11.27 of Annex Il
(General copditign e FP6 model contract, reflecting the fourth paragraph of Article 5 of the

and 4' of the IM).
n rgance with the provisions of the Financial Regulation, pre-financing
mi

the coordinator on behalf of the consortium remains the property of
munity.
The contractor shall inform the Commission of the amount of any interest or

resources grd mobility) does not apply for contract supported through alump sum grant and for |P and NoE.

165 The se%aragraph of article 7 of the core-contract of the FP6 model contract (except for actions to promote human

186 Except for Financial Statement per Activity (Forms C) which are a part of the contract (Annex V1), the layout and detailed
content of the reports will be provided in Commission guidance notes, and especially in the “Management of FP6 Projects
Guidelines’. TO BE PROVIDED

%7 FR — Part one—Title 1| — Article 5 — fourth paragraph:
“ Qubject to Articles 18 and 74, interest yielded by the funds which are the property of the European Communities shall be
entered in the budget as miscellaneous revenue.”

188 See footnote N°145.

189 |M: Part one—Title Il —article 4 — first paragraph:

“Where pre-financing which remains the property of the Communities in accordance with Article 3 yields interest or
equivalent benefits, these shall be paid to the general budget of the European Communities (hereinafter ‘the budget’) as
miscellaneous revenue.”

IM: Part one — Title Il —article 4 — second paragraph — indent (b):

Authorising officers shall ensure that, under contracts and agreements concluded with beneficiaries:

(--)

(b) the beneficiaries inform the authorising officer responsible of the amount of any interest or equivalent benefits yielded by
those funds at least once a year if such interest represents significant amounts and in any event whenever requests are made
for interim payments or payments of balances that clear the pre-financing.
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equivalent benefits yielded by the pre-financing it has received from the
Commission. Notification must be made annually if the interest in question
represents a significant amount, and in any event when the request for interim
payments and the request for payment of the balance of the grant is made.

In other words, in the relevant periodic report'” the cog

coordinator) must declare to the Commission any inter
yielded by the pre-financing that it has received by the
the Commission.

nator (and only the
equivalent benefits

As interest yielded by pre-financing provided gommission remains the
property of the Community, the amount g terest declared by the
coordinator will be considered as additiong ¢ and will be added to the
total amount of the relevant periodic pre;

Example:

as received a pre-financing equal to
report, the coordinator declared that the
its) yielded by this pre-financing it has

If, for a specific period, the consort
€1.000.000 and if, in the relevark perig

: I the project in the best way they judge appropriate.
However n or peci litate the financial follow-up of the project, particularly
generated by the pre-financing, it would be advisable and
ded to the coordinator to open a specific bank account for the

ince to the bank account are identified in the third paragraph of Article

e core-contract of the FP6 model contract*™.

312,2- Payment modalitiesfor a L ump sum

For Lump sum grants (some Specific support actions and some actions to promote
human resources and mobility), the Community financial contribution is paid to the
coordinator on behalf of the consortium as follows:

3.2.2.1- A single pre-financing

1 The Financial Statement per Activity (Form C) for a grant to the budget and grant for integration ; the activity report for
certain lump sum grant.

171 Fp6 model contract — Core contract — Article 11 — third paragraph:

“ The bank account of the coordinator to which all payments of the Community financial contribution shall be madeis:
Name of holder:

Account reference: | BAN/sort code and number”
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A single pre-financing is transmitted to the coordinator on behalf of the
consortium within 45 calendar da%/s (indent (@) of the second paragraph of Article 8 of
the core-contract of the FP6 model contract''2) following one of the below:

e thedate of entry into force of the contract, or;

e the date of the accession to the contract of the last contractor required to
constitute the minimum number of participants establighed by the Rules for
Participation (as detailed in the call for proposals 10 which the project is
related), or ;

e the last date of accession to the contract of g
Article 1.2 of the core-contract.

ontractors identified in

The choice of one of the above mentioned
Commission services. They must inform t
negotiation phase and the specific provigo ill be idéntified in the contract.

The amount of the prefinancing is
mentioned in indent (a) of the secpond(paragraph of Article 8 of the core-

normally exceed 80% of the amount
contribution (mentioned in the second
contract) (Article 182 of the IM*™ particularly
tage can be exceeded if, subject to the

igation of financial collective responsibility on the part
of_thd cofitragtors of a level'™ sufficient to secure the protection of the
Community financial interests.

“[amount{ofXXXX Euro] pre-financing within 45 days following [the date of entry into force of the contract] [ the date of the
accessionof the last contractor required to constitute the minimum number of participants established by the Rules for
Participation, and as detailed in the call for proposals to which the project is related][the last date of accession to the
contract of all the contractorsidentified in Article 1.2].”

2 Epg m ?ﬁlftﬁtract — Core contract — Article 8 — second paragraph - Option C1 — indent (a):

178 |M — Part one—Title VI — Article 182 — paragraph 2 — first paragraph:
“Where pre-financing represents over 80 % of the total amount of the grant, payment may not be made until after the
beneficiary has lodged a guarantee subject to the assessment and acceptance of the authorising officer responsible.”

IM — Part one—Title VI — Article 182 — paragraph 3:

“ The guarantee shall be provided by an approved bank or financial institution established in one of the Member Sates.

The guarantee may be replaced by a joint and several guarantee by a third party or by the joint guarantee of the
beneficiaries of an action who are parties to the same grant agreement.

The guarantee shall be denominated in euro.

It shall have the effect of making the bank or financial institution, third party or the other beneficiaries stand as irrevocable
collateral security, or first-call guarantor of the grant beneficiary's obligations.”

IM — Part one— Title VI — Article 182 — paragraph 5 — first paragraph:
“ The authorising officer responsible may waive the obligation laid down in paragraph 2 for public-sector bodies and the
international organisationsreferred toin Article 43.”

1 For more information on the notion of sufficient level of financial collective responsibility of the contractors, see Part 4 of
those guidelines (“ Controls”).
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3.2.2.2- Conditions for the payment of the grant

The Community financial contribution is paid as followed (in accordance with indent
(b) of the second paragraph of Article 8", the first paragraph of Article 74’ and the Article 67 of
the core-contract and with the first'® and sixth'”® paragraphs of Article 11.7 and Article 11.8 of

Annex || (General conditions) to the FP6 mode! contract):
e the coordinator, on behalf of the consortium, must submi
by electronic means and by mail*®® within 45 calenda
end of the single reporting period™® (mentioned ip
contract) the following reports:

to the Commission
ys! following the
icle 6 of the core-

= a final activity report covering al the objectives, results and
conclusions, and the final plan for using ahd A inating the knowledge,

= any supplementary final reportssegq; Annex of the contract,

With:
A: Maximum Co Inancial contribution mentioned in the second
paragrap \rti Of the core-contract of the FP6 model contract

% FP6 model contract — Corgé AKicle 8~ second paragraph - Option C1 —indent (b):
“ the outstanding balance sha ithiry45 days following the approval by the Commission of the reportsreferred to in
I1.7.4.aand c. This payment ) igered as final, subject to the results of any audit or review, which may be carried

out pursuant to the provision
176 Fp6 model conifact —

org — Article 7 —first paragraph:
Reports referr [tic .7.2 shall be submitted for each reporting period identified in Article 6 within 45 days of the
end of the peyiod on

“The project i led /nto reporting periods of the following duration:

nth X+ 1 to month Y
month Y+ 1 to month Z

.nal] : from month [ N+1] to the last month of the project]”

178 Fp6 model contract — Annex |1 — Article 1.7 —first paragraph:
“All reports and deliverables shall be submitted within 45 days following the end of the respective periods identified in
Articles6 and 7.”

17 FP6 model contract — Annex |1 — Article 11.7 — sixth paragraph:
“Where the Community financial contribution is a lump sum the references to financial statements above are replaced by
payment requests. None of the provisions in the contract relating to eligible costs apply in such cases.”

180 5ee 3.2.1.4.

181 1t must be noted that, as established in the second sentence of the third paragraph of article 7 of the core-contract of the
FP6 model contract (except for actions to promote human resources and mobility):
“ this delay may be increased by 45 days at the request of the consortium” .

182 |t must be noted that, as established in the third sentence of the third paragraph of article 7 of the core-contract of the FP6
model contract (except for actions to promote human resources and mobility):

“Where the work is completed before the end of the duration of the project, the related activity and financial reports shall
cover the period up to that date.”

183 |t must be noted that, even though this report is not mentioned explicitly under the fourth paragraph of article I1.7 of the
Annex |l (General conditions) to the FP6 model contract (except for actions to promote human resources and mobility) but in
its second paragraph, the fourth paragraph makes a clear reference to the reports of this second paragraph.
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B: Pre-financing mentioned in the indent (a) of the second paragraph of
Article 8 of the core-contract of the FP6 model contract

C: Amount of interest (or equivalent benefits) yielded by the pre-financing
declared by the coordinator in the final activity report.

e The Commission evaluates the reports submitted by the consortium in
accordance with the provisions of the contract and espegially Article 11.8 of
Annex |1 (General conditions) to the FP6 model contract.

This evaluation will normally be completed within45c€alendar days following
the receipt*® of the requested reports. However /fhe Commission services may

continue to review the reports during the perigd uf) to 90 days after receipt™®.

e |f thereports are approved:
» thepre-financing isrequalified as pnitive payment (final payment);

= the outstanding balance shall the coordinator, on behalf of the
consortium, within 45 calendar| daysfollowing this approval *.

The payment of the Commynity f
subject to the results of i
five years after the end of the projg

contribution between contractors, as
established /h ingent (d) of the fourth paragraph of article 11.7 of Annex I

(General itions) tg/the FP6 model contract'®®
Where th grant is disbursed over more than one period, then the
provisions tract regarding periodic payments apply, except for the last

perigehwi aljove procedures apply.

modalities for a Grant consisting in reimbur sement of dligible costs

.1- General principles

18 The date of the receipt is established by the date of reception of the originals of the reports sent to the physical address of
the Commission provided in article 11.1 of the core-contract of the FP6 model contract . See also 3.2.1.4.

18 FP6 model contract — Annex 11 — Article 1.8 —third paragraph — first sentence:
“ The Commission undertakes to evaluate all other reports submitted within 45 days of receipt thereof.”

18 |t must be noted that from the date of reception of the requested reports to the date of the payment of the outstanding
balance, there is a maximum delay of 90 calendar days (except in relevant case of suspension). Therefore, even if the delay
for approva is exceeded, the total delay of 90 calendar days must be respected (it means a corresponding reduction of the
delay for the payment).

187 FP6 model contract — Annex 11 — Article 11.29 — first paragraph —first sentence:

“ The Commission may, at any time during the contract and up to five years after the end of the project, arrange for audits to
be carried out, either by outside scientific or technological reviewers or auditors, or by the Commission departments
themselves including OLAF.”

188 FP6 model contract — Annex |1 — Article 1.7 — fourth paragraph —indent (d):

“areport on the distribution between contractors made after the end of the project of the Community financial contribution,
which shall be submitted 60 days after receipt of the final tranche of the Community financial contribution to the
consortium.”
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Where the Community contributes to the project through a Grant to the Budget or
Grant for Integration™® (Article 11.24'% of Annex 11 (General conditions) to the FP6 model
contract), the Community financial contribution is made to the consortium
according to the following cumulative conditions:

e thereimbursement of eligible costs claimed by contractors'®*; and

e the maximum reimbur sement rates of eligible costs pgf|type of activity'® ;

and

e in accordance with the cost reporting models uéed’by each contractor'®;

and
e theapproval of requested periodic repor

fticate e contractors financial
f5ions of| the second paragraph of Article 7

e subject to the submission of an audit
statements (when and where required by t
of the core-contract of the FP6 model con

e takinginto account any interest ivalent benefits yielded by the pre-
financing of the project™® ( only for the coordinator); and

e taking into account the'rec&iptg of the project to avoid any profit for the
contractors™’; and

e withinthelimitsof p
and in particul

mg established by international regulations
opimunity framework for State aid for research
ain activities'®.

In additiopt to| efigible £Osts (including the notions of direct and indirect eligible
costs), maximum rémbursement rates, type of activities, cost reporting
models, ipterfestN\(dr equivalent benefits) yielded by the pre-financing of the

artigular by the Community framework for State aid for research
pment for certain activities', the conditions for payment of the
nity financial contribution (Grant to the Budget or Grant for Integration)
eguiye two other aspects:

reporting periods and reports;

e audit certificates

18 A5 mentioned in the second paragraph of article 5 of the core-contract of the FP6 model contract (except for actions to
promote human resources and mobility).

1% See paragraphs 1, 2, 3and 5.

%1 FP6 model contract — Annex 11 — Article I1.24 — first paragraph —indent (a).

192 EP6 model contract — Annex 11 — Article I1.24 — first paragraph —indent (b).

1% FP6 model contract — Annex 11 — Article 11.24 — first paragraph —indent (c).

1% FP6 model contract — Annex 11 — Article I1.24 — first paragraph —indent (d).

1% Fp6 model contract — Annex |1 — Article |1.24 — first paragraph —indent (e).

1% FPg model contract — Annex |1 — Article I1.24 —first paragraph —indent (f) and fifth paragraph.
97 FP6 model contract — Annex |1 — Article I1.24 — second paragraph.

1% FP6 model contract — Annex 11 — Article I1.24 — third paragraph.

1% See especially 2.1, 2.2, 2.3, 2.4, 3.1.3.2, 3.1.3.3,3.1.3.4 and 3.2.1.4.
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3.2.3.1.1- Reporting periods and reports

3.2.3.1.1.1- Reporting periods

Article 6 of the core-contract of the FP6 model t stetes that:

The project isdivided into reporting periods of the fgllowing duration:
- P1: from month 1 to month X
- P2: from month X+ 1 to mopth
- P3: from month Y+ 1 to month
-(..)
- [final]: from month/\N+ 1]|to the last month of the project]

According to the type of i

periods (this will be establish

lt/r%ay have one single or several reporting
d paragraph of Article 8 and mentioned in Article 6
t).

f of the consortium must submit to the Commission, by
i1, % within 45 calendar days following the end of

by/ the consortium during that period, a description of progress toward the
jectives of the project, a description of progress towards the milestones and
deliverables foreseen, the identification of any problems encountered and
corrective action taken. An updated plan for using and disseminating the
knowledge shall be included as a separate part of this report®®;

203

e aperiodic management report“ on that period including:

» a justification of the resources deployed by each contractor, linking
them to activities implemented and justifying their necessity;

Contractors using the additional cost model (AC) must identify all the
resources employed on the project and provide a global estimate of all
their costs (not just the additional eligible costs which are reported in the
financial statement, but also their non additional or recurring costs) (indent

20 5ee3.2.14.

201 Except for Financial Statement per Activity (Forms C) which are a part of the contract (Annex V1), the layout and detailed
content of the reports will be provided in Commission guidance notes, and especialy in the “Management of FP6 Projects
Guidelines’. TO BE PROVIDED

22 Fp6 model contract — Annex 11 — Article 11.7 — second paragraph — indent (a).
293 Fp6 model contract — Annex 11 — Article 1.7 — second paragraph — indent (b).
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(d) of the first paragraph of Article 11.24 of Annex Il (Genera conditions) to the FP6
model contract™ ).

Each financial statement should possess the following qualities that render
the information useful to any reader, including the external auditor and the
auditors of the Commission. Therefore, they must be:

v Understandable. Excessive detail and overl
formats should be avoided. Information should’bg
clearly and precisely.

complex reporting
presented fully, but

v' Relevant. Relevant information is timg d covers the full nature

and verifiable.

v' Timely. Information cannao out of date and must reflect the most
recent information ayai

Insignificant events may be dlsregarded, but there must be
disclosure of al important information. Therefore an item is
paterial if its disclosure is likely to lead the user of accounting
Information to act differently.

=/ Form C (Financial statement per activity) (the model format is set out in
Annex VI to the contract) provided by each contractor for that period:

v" The dligible costs declared by the contractors in Forms C must be
declared in EURO (footnote n°7 of Annex 11 (Genera conditions) to the FP6
model contract).

Therefore, costs incurred® in currencies other than the Euro shall be
reported in Euro on the basis of :

+ the conversion rate that would have applied on the date that the
actual costs were incurred

2% FP6 model contract — Annex 11 — Article |1.24 — first paragraph — indent (d):

(...) the Community shall make its contribution to the consortium under the following cumulative conditions:

(.-)

(d) on the basis of financial statements provided by each contractor and, for contractors using the full cost models, which
identify the sources of all co-financing provided by the contractor for the project, including its own resources, any financial
transfers from third parties, or any contributions in kind. Contractors using the additional cost model must also identify in
their periodic technical reports all the resources employed on the project and provide a global estimate of all their costs (not
just the additional eligible costs which are reported in the financial statement);”

25 Aswell as receipts.
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or

¢ the rate applicable on the first day of the month following the end
of reporting period.

The relevant basis for the conversion rate used must be indicated by
the contractor in Form C when submitting costs claims. The choice of
one basis must be applied for the whole duration gf| the project.

The conversation rates may be obtained
address: http://www.ech.int/stats/eurof xref/Or ¢
Communities.

the following internet
the relevant OJ of the

is lidentical whatever the
. the cantent is often different
t and pction concer ned.

Even though the structure of Fg
instrument and type of action mi
according to thetype of instr

% General information
Information on the con

¢ | Box 4: Declaration of interest generated by the pre-financing

Only for the coordinator
% Box 5: Request for FP6 Financial contribution
« Box 6: Audit certificates

Declaration (if relevant) of the reporting periods covered by the
audit certificates, name of the auditor(s) and cost per audit
certificate.

< Box 7: Conversion rates
Declaration of the basis of the conversion rate used.
« Box 8: Contractor’scertificate

Certification (declaration and signatures) that all information
provided in the Form C is complete and true, in conformity with
the provisons of the contract and that full supporting
documentation to justify that information is available a any
moment at the request of the Commission and in the event of an
audit by the Commission and/or by the Court of Auditors and/or
their authorised representatives

206 500 2.1.2.3.
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v Information provided in a Financial statement per activity must be
linked to the activity reports and justification of the resources
deployed.

v' A general overview of the different Forms C per type of instruments
and type of actionsis provided in Annex 5 (6.5) to these guidelines.

he claimed costs of
formation provided

= asummary periodic financial report consolidating
all the contractors in an aggregate form, based on
in Form C.

e areport on thedistribution made between cg
financial contribution during that period %

ctors of the Community

e any supplementary reports requir
especially Annex | (technical annex)

The coordinator, on behalf of the congortiugm, must submit to the Commission, by
electronic means and by mail,*® with

aggregate form covering the entire duration of the project,

6rmation provided in Form C by each contractor®'?;

7/ Annex | (technical annex) and Annex |11 (specific provisions)™;

e goordinator, on behalf of the consortium must submit to the Commission, by
tronic means and by mail,*** within 60 calendar days following the date of
eption of the last payment of the Commission the following report?® (third

27 Fp6 model contract — Annex 11 — Article 11.7 — second paragraph — indent (c).
2% See3.2.1.4.

29 1t must be noted that, as established in the second sentence of the third paragraph of article 7 of the core-contract of the
FP6 model contract (except for actions to promote human resources and mobility):
“this delay may be increased by 45 days at the request of the consortium” .

210 Eycept for Financial Statement per Activity (Forms C) which are a part of the contract (Annex V1), the layout and detailed
content of the reports will be provided in Commission guidance notes, and especialy in the “Management of FP6 Projects
Guidelines’. TO BE PROVIDED

21 EP6 model contract — Annex 11 — Article 11.7 — fourth paragraph —indent (a).
12 Fp6 model contract — Annex |1 — Article 1.7 — fourth paragraph — indent (b).
213 Fp6 model contract — Annex 11 — Article 11.7 — fourth paragraph — indent (c).
1 See3.22.14.

215 Except for Financial Statement per Activity (Forms C) which are a part of the contract (Annex V1), the layout and detailed
content of this report will be provided in Commission guidance notes, and especially in the “Management of FP6 Projects
Guidelines”. TO BE PROVIDED
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paragraph of Article 7 of the core-contract and fourth and fifth paragraphs of Article I1.7 of the
Annex || (General conditions):

e areport on the distribution of the Community financial contribution
between contractors made after the end of the project®®

covering the whole
duration of the indirect action, only the final reports (inefugfng the report on the

pveen contractors made
after the end of the project) are to be provided by thé dinator on behalf of the

consortium.

3.2.3.1.2- Audit certificates

It should be clarified that an audit |certjficate is a certification of the costs
claimed under the project. It isnot an audit that the Commission may launch at
the lend of the project (last sentence of Article
11.26 of Annex Il (Genera conditfons) to the RP6 rhodel contract)217.

C yrdvided by external auditor (or in the case of
public body it may be prgvi by/a competent public officer) certifying that the
costs claimed during d speCific period meet the contractual requirements

ion of an audit certificate(last sentence of Article 11.26 of Annex Il (General

fitjons) to the FP6 model contract) %,

.2.3.1.2.1- General purpose of an audit certificate

At least one audit certificate per contractor covering the whole duration of an
indirect action must be provided for projects supported through a Grant to
the Budget or a Grant for Integration (indents (a) and (c) of the first paragraph of
Article 14 of the RP).

1. In accordance with Annex Ill to the Sxth Framework Programme, and
within the limits of the Community framework for Sate aid for research and
development, the Community financial contribution may take the following

218 FP6 model contract — Annex 11 — Article 1.7 — fourth paragraph — indent (d).

217 £P6 model contract — Annex |1 — Article 11.26 — last sentence:

“ Certification by external auditors according to this Article does not diminish the liability of contractors according to this
contract nor the rights of the Community arising from Article 11.29 [Controls and audits].”

218 See footnote N°204.
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(@) For networks of excellence, it shall take the form of a fixed grant for
integration on the basis of the joint programme of activities. The amount of that
grant shall be calculated taking into account the degree of integration, the
number of researchers that all participants intend to integrate, the
characteristics of the field of research concerned and the joint programme of
activities. It shall be used to complement the resour deployed by the
participants in order to carry out the joint programme of/actvities.

This grant shall be paid out on the basis of r s, (following the ongoing
execution of the joint programme of activities/ and|on condition that its
expenses, which are to be certified by an extefnaf] auditor, or in the case of
public bodies, a competent public officer, areffééter th n the grant itself.”

(...)
(c) For integrated projects and the oth uments/except for those covered
by points (a) and (b) and indirect gefi cpvered by Article 9(2)(b), it shall
take the form of a grant to the budget, ated as a percentage of the budget
established by the participants to|carfy out the indirect action, adapted

according to the type of activ'z and takimng into account the cost model used by
ol

the participant concerned.”
The expenses needed to i t the’indirect action shall be certified by an
external auditor or, in thsf c?{é/e of p\lBTi ¢ bodies, a competent public officer.”

0 audit certificate is to give to the Commission
gt eligible costs (and, if relevant, the receipts) charged

ess an audit certificate is provided for that period.

Example:

A consortium has received a first pre-financing of € 1.000.000 and the
Commission has accepted its periodic reports in the first reporting period, in
which a Community financial contribution of € 750.000, isjustified. :

e if an audit certificate is provided by each contractor, the consortium is
considered to have received:

a pre-financing of € 250.000 (1.000.000 — 750.000) and a final payment of
€ 750.000. For the next period the pre-financing can be increased in
accordance with the contractual provisions.

e if no audit certificate is provided, the consortium is considered to have
received:

219 |t means atrue and fair view.

220 ghject to the results of any audit or review which may be carried out up to five years after the end of the project.
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a pre-financing of € 1.000.000 (of which € 750.000 are aready accepted as
eligible costs but are waiting for audit certificates to be declared as fina
payment). For the next period the pre-financing can be increased if the total
amount of the pre-financing stays within the limits established by the FR, IM
and the contract.

3.2.3.1.2.2- Auditors eligible to deliver audit certificates

An audit certificate can be delivered by (indents 44
Article 14 of the RP and the second and third paragraphs|

conditions) to the FP6 model contract):

¢) of the first paragraph of
2 11.26 of Annex Il (General

e anexternal auditor ;

ICerz & 222.

e or, for apublic body apublic com

Each contractor has the freedom tp choose any qualified external auditor,
including its usual external (segondparagraph of Article 11.26 of Annex |1 (General
conditions) to the FP6 mode rovided that it meets the cumulative

t the auditor’ s work is carried out without direction or
from the contractor concerned.

the |exterrfal auditor must be qualified to carry out statutory audits of
accpuntyng documents in accordance with the 8th Council Directive
/PSBEEC of 10 April 1984%%* or similar national regulations.

blic bodies having opted for a competent public officer must prove that
elevant national authorities have established the legal capacity of that
competent public officer to audit the public body (third paragraph of Article 11.26 of
Annex Il (General conditions) to the FP6 model contract)225 .

2L A public body, as established in paragraph 21 of article I1.1 of the Annex Il (General conditions) to the FP6 model
contract, means:

“a public sector body, or a legal entity governed by private law with a public-service mission providing adequate financial
guarantees.”

22 pyplic bodies have the choice between an external auditor or a public competent officer.

223 Fp6 model contract — Annex 11 — Article 11.26 — second paragraph:

“ Each contractor is free to choose any qualified external auditor, including its usual external auditor, provided that it meets
the cumulative following professional requirements:

a) the external auditor must be independent from the contractor;

b) the external auditor must be qualified to carry out statutory audits of accounting documents in accordance with the 8th
Council directive 84/253/EEC of 10 April 1984 or similar national regulations.”

2410JL126; 12.05.1984; p.20]. See Annex 6 to these financial guidelines.

25 FPG model contract — Annex |1 — Article 11.26 — third paragraph:
“ A contractor that is a public body may opt for a competent public officer to provide an audit certificate, provided that the
relevant national authorities have established the legal capacity of that competent public officer to audit that public body.”
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The Commission has the right to expect results of high professional level, when
relying on the certification of costs by such auditor.

As athird party to the contract, the external auditor has a contractual relationship
only with the contractor. It does not have a contractual relationship with the
Commission, and the Commission will not intervene in any’[dispute between the
auditor and the contractor concerned.

sin Member States and

A list of independent auditors and information abg
f ing internet address:

paragraph of Article 7 of conract of the FP6 model contract.??(see aso
first sentence of the third paragyaph ‘of Article 11.7 of Annex Il (General conditions) of the model
contract)®*’.

An audit certificate actor isalways provided along with the periodic
reports and apdiays co one or more reporting periods. However, it is not
necessarily or gach reporting period. This aspect depends on the
typeof in

Even tholygh grn augdht certificate may not be required for a specific period, an
audit~cerftifigateMnust always be provided by each contractor where the

226 FPG mpdel coptfact — Core-contract — Article 7 — second paragraph:

“[Option i :
latest 45

plicable to IPs and NoEs : Reports referred to in Article 11.7.3 covering each period shall be submitted at the
s after the end of each reporting period]

[Option 2 (applicable to other instruments): Reports referred to in Article 11.7.3 shall be submitted at the latest 45 days after
the end of the following periods?®;

P(x) covering reporting periods from P1 to P(x)

P(y) covering reporting periods from P(x+ 1) to P(y)

P(2) covering reporting periods from P(y+1) to P(2)

P(last) covering reporting periods from P(n+ 1) to the last reporting period of the project “

221 Fp6 model contract — Annex |1 — Article 11.7 —third paragraph — first sentence:
The consortium shall submit the audit certificates provided by each contractor in conformity with Article 11.26 [Audit
certificates] for each period for which the audit certificateis required.”

28 503232,
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paragraph, the last paragraph of Article 180 of the IM*” and the second sentence of the third
paragraph of Article11.7 of Annex |1 (General conditions) to the FP6 model contract)230 .

3.2.3.1.2.4- Scope and content of an audit certificate

An audit certificate is delivered from the external auditor
officer) to the attention of the contractor (not to the atte

dr jhe competent public
oprof the Commission).

An audit certificate will certify (first paragraph of Adticle|11.26 of Annex Il (Genera
conditions) to the FP6 model contract)231:

e that the total eligible costs declared by
severa) Form(s) C comply with the foll

ontractpor in Box 2 of one (or
» they are determined according 10 the relevant cost reporting model for

= they fulfill the definition of elipiblg costs™?, except for the requirement of

brage employment rates can be declared as
ity with the accounting principles of the

emephto Cover indirect eligible costs (FCF and AC), this fixed
ntrilpution is considered by default to represent actual costs.

l{gibJe costs incurred by third parties identified in Annex 12* to the
njract may be certified:

v’ either by their own external independent auditor;
v’ or by the auditor of the contractor concerned.

29|\ Pa;té)é —Title VI — Article 180 — Second paragraph — second subparagraph:
“ An exterpal audit shall be compulsory:

(a) inthe case of grants for an action, in respect of the following payments:

(i) pre-financing or interim payments the sum of which exceeds EUR 750 000 per financial year and per agreement;”

IM: Part one—Title VI — Article 180 — Last paragraph:
“In the case of an agreement linking the Commission and anumber of beneficiaries, the thresholds referred to in points
(a)and (b) of the second subparagraph shall apply to each beneficiary.”

2% PG model contract — Annex 11 — Article 11.7 —third paragraph — second sentence:
“Even though an audit certificate is not required for a specific period, an audit certificate must be provided by each
contractor where the Community financial contribution requested by that contractor exceeds € 750,000 for that period.”

1 Fp6 model contract — Annex 11 — Article 11.26 — first paragraph:

“For each period for which an audit certificate is required, each contractor shall provide an audit certificate prepared and
certified by an external auditor, certifying that the costs incurred during that period meet the conditions required by this
contract. The certificate should expredly state the amounts that were subject to verification. Where third parties costs are
claimed under the contract, such costs shall be audited in accordance with the provisions of this Article.”

22 See especially Part 2.
233 See adjustment line in Form C.

23 5ee 2.1.2.3. Those third parties are not subcontractors.
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The rules applying for the contractor relating to the calculation and
payment of the grant (especially those concerning eligible costs and audit
certificates) apply aso for those third parties.

As a consequence, one or more audit certificates may be attached to one
single Form C.

e the total amount of receipts declared by the contractoy/in Box 3 of one (or
severa) Form(s) C;

e the total amount of interest yielded by the predingncing declared for the
relevant period by the coor dinator in Box 4 of ghe (of several) Form(s) C;

D

e therelevant basisfor the conversion rate u

= gaither the conversion rate of the dat ethe actual costs were incurred

= or the rate applicable on the fir
reporting period

f the ponth following the end of

ature and stamp) and dated by the externa

ents, the external auditor (or competent

.1.2.5- Reimbur sement of the price of an audit certificate

The price of an audit certificate (excluding VAT) is a direct eligible cost

under the “Management of the consortium activities’ (second subparagraph of the
first paragraph of Article 11.26” and paragraph 4 of Article 11.2 of Annex |1 (General provisions)
to the FP6 model contract).

3.2.3.2- Specific provisions

3.2.3.2.1- Reporting periods

25 11 official languages in 2003.

2% Fp6 model contract — Annex 11 — Article 11.26 — first paragraph — second subparagraph:
“The cost of this certification is an eligible cost under the activity relating to Management of the consortium.”
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3.2.3.2.1.1- Specific provisons for Integrated Projects and Networks of
Excellence

For Integrated Projects and Networks of Excellence, the reporting periods
mentioned in the FP6 model contract are always twelve monjijs, except for the last
reporting period:

onths, it must be added
A the last period will be
ghteen months.

e |f thelast reporting period is less than or equal to g
to the penultimate reporting period. This megr
greater than twelve months and |ess than or

e |f the last reporting period is greater th
reporting period.

g, it is kept as a separate

As an exception to this genera pri
months or less have only one reporting

Projects lasting eighteen

The practical application of this principle i provided in the following examples:

= Examplen®l:
v Hypothesis: @C

An Integrated t (g a Network of Excellence) has a duration of
v' Detertination of reporting periods:
ratiorfisAdivided into five periods of 12 months.

Article 6 ofythe core-contract will state:

rtfgJ€ 6 — Reporting periods

he project is divided into reporting periods of the following
uration:

- P1: from month 1 to month 12

- P2: from month 13 to month 24
- P3: from month 25 to month 36
- P4: from month 37 to month 48
- P5: from month 49 to month 60

= Examplen©®2:
v' Hypothesis:

An Integrated Project (or a Network of Excellence) has a duration of
67 months.

v" Determination of reporting periods:

The duration is divided into five periods of 12 months + a period of 7
months.

Article 6 of the core-contract will state:

Article 6 — Reporting periods

Date: 20/06/03
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The project is divided into reporting periods of the following
duration:

- P1: from month 1 to month 12
- P2: from month 13 to month 24
- P3: from month 25 to month 36
- P4: from month 37 to month 48
- P5: from month 49 to month 60
- P6: from month 61 to month

= Examplen®3:

v Hypothesis:

An Integrated Project (or a N rk of Excellence) has a duration of
65 months.

v Determination of rg6})rti ng |peripds:
The duration is givided 'ntc%r periods of 12 months + a period of 17

months. q@
Article 6 of the corescoritract will state:
N

1. from month 1 to month 12

- P2: from month 13 to month 24
- P3: from month 25 to month 36
- P4: from month 37 to month 48
- P5: from month 49 to month 65

= Examplen®4:
v' Hypothesis:
An Integrated Project has a duration of 18 months.

v" Determination of reporting periods:

Article 6 of the core-contract will state:

Article 6 — Reporting periods

The project is divided into reporting periods of the following
duration:

- P1; from month 1 to month 18

3.2.3.2.1.2- Specific provisions for other instruments
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For other instruments, the duration of the reporting periods mentioned in article 6
of the core-contract is determined during the negotiation phase between
contractors and Commission services and based on the project execution and
expected milestones.

However, it isrecommended, as far as possible:

e toavoid reporting periods of |ess than 6 months;

e to establish reporting periods equal to a multiple of
last reporting period).

onths (except for the

3.2.3.2.2- Additional reports (other than audit &t
and Networks of Excellence

es)|for Integrated Projects

e |n addition to the above mentioned peprodic reports the coordinator of an
consortium, must also submit an

updated implementation . (first| paragraph of Article 111.3%" and the second
paragraph of Article 111.1%® of/Ankex II ific provisions) for Integrated Projects to the

entation plan must provide a detailed
lan for the eighteen months®™® following

the twelve-month peri ed by the periodic reports. It must also include
an estimate of ghgibl \Maroken down by contractor and by activity over
that period. |¥rel evision of the overall implementation plan may also
be added

The 7% entation plan must be sent to the Commission by
electronic d by mail®*® within 45 calendar days following the end of

each reporting iod identified in Article 6 of the core-contract.

fon to the above mentioned periodic reports the coordinator of a
fk of Excellence, on behalf of the consortium, must also submit an

updated joint programme of activities (first paragraph of Article 111.4*" and the
ird paragraph of Article I11.1** of Annex Il (Specific provisions) for Networks of

“The imp tation plan shall be updated annually. These annual updates may concern only the detailed implementation
plan. They’shall be submitted in accordance with the principles foreseen in Article 11.7 for the submission of reports.”

27 Fpg m;?éétract —Annex |11 for IP—Article I11.3 —first paragraph:

238 PG model contract — Annex 111 for IP— Article 111.1 — second paragraph:

“Implementation plan: means the description of the work to be carried out in order to implement the project as set out in
Annex |. It consists of two parts:

- a detailed implementation plan: providing a detailed description of the work to be carried out over the eighteen-month
periodl covered by one period as defined in Article 6 and the first six months of the following period, together with a detailed
financial plan for the same eighteen-month period, containing estimates of eligible costs broken down by contractor and by
activity.

- an outline implementation plan: providing an outline description of the work to be carried out throughout the duration of
the project, including a nonconfidential action plan for the promotion of gender equality within the project.”

29 1t must be noted that, by definition, the final updated detailed implementation plan (submitted for the penultimate
reporting period) may cover a shorter period, according to the periods defined in article 6 of the core-contract.

20 5ee3.2.14.

241 FP6 model contract — Annex 11 for NoE — Article 111.4 — first paragraph:

“The joint programme of activities shall be updated annually. These annual updates may concern only the detailed joint
programme of activities. They shall be submitted in accordance with the principles foreseen in Article 1.7 for the submission
of reports.”

222 Fp6 model contract — Annex 111 for NoE — Article 1.1 — third paragraph:
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Excellence to the FP6 model contract). This detailed joint programme of activities
must provide a detailed description of the work to be carried out for the
eighteen months®* following the twelve-month period covered by the periodic
reports above. In addition, it should provide a revised set of performance
indicators. If relevant, a revision of the outline joint programme of activities
may also be added.

The updated implementation plan must be submitted
electronic means and by mail*** within 45 calendar

the Commission by

e |n addition to the approval of t e mentioned periodic reports the
Commission services shall arrange forga review of the work carried out under
the project over the perlod soncer ned fand shall examine the proposed update

ellence and Article 111.4 of Annex 111 (Specific
model contract).

progress of the project and the prospects for

3.232)3- |Perilodicity of submission for audit certificates

3./2}3.2 .1/ Specific provisions for Integrated Projects and Networks of
ce

h contractor of an Integrated Project (or a Network of Excellence) must
provide an audit certificate for each reporting period mentioned in article 6 of the

core-contract (second paragraph of article 7 of the core-contract (Option 1)** and first sentence
of the third paragraph of Article 11.7%*° of Annex Il (General conditions) to the FP6 model
contract).

“Joint programme of activities: means the description of the work to be carried out in order to implement the project as set
out in Annex |. It consists of two parts:

- a detailed joint programme of activities: providing a detailed description of the work to be carried out over the eighteen-
month period1 covered by one reporting period as defined in Article 6 and the first six months of the following period;

- an outline joint programme of activities: providing an outline description of the work to be undertaken throughout the
duration of the project, including a nonconfidential action plan for the promotion of gender equality within the project.”

283 |t must be noted that, by definition, the final updated detailed joint programme of activities (submitted for the penultimate

reporting period) may cover a shorter period, according to the periods defined in article 6 of the core-contract.
4 See3.2.14.

25 FP6 model contract — Core-contract — Article 7 — second paragraph:
“[Option 1 : applicable to IPs and NoEs : Reports referred to in Article 11.7.3 covering each period shall be submitted at the
latest 45 days after the end of each reporting period]”

246 Fp6 model contract — Annex 11 — Article 11.7 —third paragraph — first sentence:
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As s the case for the periodic reports, the coordinator of an Integrated project (or
a Network of Excellence) must submit one (or several)®’ audit certificates for
each contractor to the Commission by electronic means and by mail®*® within 45
calendar days following the end of each reporting period.

3.2.3.2.1.2- Secific provisions for other instruments

249 7250

7 of the core-contract (Option 2)“™ and first sentence of, the agraph of Article Il of

Annex Il (General conditions) to the FP6 model contrg

| 252

by mail“>* within 45 calendar days fol g the end of each period mentioned in

In this context:
e there must be at least

duration of the project/pr
Article 14 of the RP253) :

inat ting periods for project duration that is equal to or more
than 24

Thefol ple provides three possibilities for the second paragraph of
Article ore contract for an identical STReP.

N

ReP has a duration of 36 months.

The reporting periodsin Article 6 of the core-contract are:
- P1: from month 1 to month 12
- P2: from month 13 to month 24

“The consortium shall submit the audit certificates provided by each contractor in conformity with Article 11.26 [Audit
certificates] for each period for which the audit certificate isrequired.”

275032312

28 5003.2.1.4.

2% Fp6 model contract — Core-contract — Article 7 — second paragraph:

“[Option 2 (applicable to other instruments): Reports referred to in Article 11.7.3 shall be submitted at the latest 45 days
after the end of the following periods:

e P(x) covering reporting periods from P1 to P(X)

e  P(y) covering reporting periods from P(x+1) to P(y)

e P(2) covering reporting periods from P(y+1) to P(2)

e  P(last) covering reporting periods from P(n+ 1) to the last reporting period of the project *

20 See footnote n°232.
5l 5ee3.2.3.1.2.

22 3pe 3.2.1.4.

38 5ee1.2.22and 1.2.2.3.
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- P3: from month 25 to month 36

v/ Submission periods for audit certificat
¢ Possibility n°1 for the second p. %}1 of|article 7
Reports referred to in /e/A/I 11.7.3 | be submitted at the
latest 45 days after the erid of the follodving periods:
-P1
-P2

A

In this case, aﬁudit ertificate per contractor is requested for each

reporting peripd. Thérefore, three audit certificates per contractor
durin@the ife of tHe project.

2 for the second paragraph of Article 7

<> ilit
/Repoitgreferred to in Article 11.7.3 shall be submitted at the
ates’45 days after the end of the following periods:

-P1
- P3 covering reporting periods from P2 to P3

In this case, an audit certificate per contractor is requested:
¢ For thefirst reporting period (PL);

¢ And for the last reporting period (P3) covering both the second
(P2) and the last reporting period (P3).

That is two audit certificates per contractor during the life of the
project.

% Possibility n°3 for the second paragraph of Article 7

Reports referred to in Article 11.7.3 shall be submitted at the
latest 45 days after the end of the following periods:

- P2 covering reporting periods from P1 to P2
-P3

In this case, an audit certificate per contractor is requested:

¢ For the second reporting period (P2), covering both the first (P1
and the second reporting period (P2).
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¢ For thelast reporting period (P3)

That istwo audit certificates per contractor.

3.2.3.2.4- Maximum reimbursement rates of eligible costs

3.2.3.2.4.1- Specific provisions for Networks of Excellencé

e The €eligible costs of a reporting period will e gpvened at 100% only if they

programme of activities (in Annex | to Ct) (second indent of the second
subparagraph of the second paragraph of Artig 117%* (Specific provisions) for

mplementing the joint programme of
etwork of Excellence must exceed the
ntribution mentioned in the second
paragraph of article the\core-contract (third subparagraph of the second
paragraph of Articlelll 2%F

Ific Support Actions, where the total eligible costs claimed are lower
the grant foreseen in the contract, the reimbursement rate shall be 95% of
Jgike costs, without prejudice to the limitations per activity established in
thjs Article.” .(fourth paragraph of Article 11.25 of Annex 11 (General conditions) to the FP6
contract):

the total eligible costs are inferior to the maximum Community financial
contribution mentioned in the second paragraph of Article 5 of the core-contract,
the Community financial contribution is equal to 95% of the total eligible costs
and not to 100%.

2% Fp6 model contract — Annex 111 for NoE — Article |11.2 — second paragraph — second subparagraph — second indent:

“The Commission shall pay the Community financial contribution in respect of a completed period provided that the
following conditions are fulfilled:

(.-)

- that eligible costs, calculated in accordance with Part B of Annex Il, of at least the Community financial contribution for
the completed period were incurred in implementing the joint programme of activities.”

%55 PG model contract — Annex |11 for NoE — Article 111.2 — second paragraph — third subparagraph:

“ At the end of the project, the eligible costs incurred in implementing the joint programme of activities over the full duration
of the project must exceed the grant for integration. If thisis not the case, the payment for the last scientific period shall be
limited to 95% of the eligible costs incurred in that period.”
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3.2.3.3- Conditions for payment(s)

Taking into account al the relevant principles and specific provisions mentioned
above, the conditions for payment of the grant are:

3.2.3.3.1- Grant for Integration

The Community financial contribution to Grants forAntegfation (only Networks of
Excellence) is paid to the coordinator on behalf of¢thegjconsortium as follows:

[To be provided by DG RTD — Unit A3 /JPpM]

S

3.2.3.3.2- Grant to the Budget

3.2.3.3.2.1- Project with oneéq\la:r

eporing period

mihimum number of participants established by the Rules for
Participation, and as detailed in the call for proposals to which the project
isrelated, or;

the last date of accession to the contract of all the contractors identified in
Article 1.2 of the core-contract.

The choice of one of the above mentioned possibilities is at the discretion of
the Commission services. The consortium will be informed during the
negotiation phase.

The amount of the pre-financing is established during negotiations and is
mentioned in indent (a) of the second paragraph of Article 8 of the core-
contract of the FP6 model contract.

%% FP6 model contract — Core contract — Article 8 — second paragraph - Option A —indent (a):

“[amount of XXXX Euro] pre-financing up to [80% to 85%)] of the estimated Community financial contribution indicated in
the table of estimated breakdown of costs for this period in Annex | within 45 days following [the date of entry into force of
the contract] [the date of the accession of the last contractor required to constitute the minimum number of participants
established by the Rules for Participation, and as detailed in the call for proposals to which the project is related] [the last
date of accession to the contract of all the contractorsidentified in Article 1.2]" .
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This pre-financing can not exceed 80% (Article 182 of the IM™’ especialy
paragraphs 2, 3 and 5) of the Community financial contribution identified in
the second paragraph of Article 5 of the core-contract of the FP6 model
contract. However, this percentage may be exceeded, subject to the
assessment and acceptance of the authorising officer responsible for the
project, and taking into account the type of legal entities involved in the
consortium if:

= thecontractor(s) has(ve) lodged a bank guara

» the contract imposes an obligation of fina
on the part of the contractors of a s
protection of the Community financiaghi

e The Community financial ibution|is paid (indent (b) of the second paragraph of
Article 8%, the first paragragh of \Articlle 7° and Article 6" of the core-contract and the

mit to the Commission, on behalf of the

consortiu : eans and by mail®®® within 45 calendar days”®*
followi | of’the single reporting period® (mentioned in Article 6 of
the corg gt) the fiollowing reports:

fty report covering al the work, objectives, results and
and the fina plan for using and disseminating the

28 For mdrg’information on the notion of sufficient level of financial collective responsibility of the contractors, see Part 4 of
those guidelines (“ Controls”).

% FP6 model contract — Core contract — Article 8 — second paragraph - Option A — indent (b):

“ the outstanding balance shall be paid within 45 days following the approval by the Commission of the reports referred to in
Article I1.7.3 and 4. This payment shall be considered as final, subject to the results of any audit or review, which may be
carried out pursuant to the provisions of Article 11.29.”

%0 see footnote n°163.
%! See footnote n°164.
%2 See footnote n°165.
%3 See3.2.14.

%% 1t must be noted that, as established in the second sentence of the third paragraph of article 7 of the core-contract of the
FP6 model contract (except for actions to promote human resources and mobility):
“this delay may be increased by 45 days at the request of the consortium” .

265 |t must be noted that, as established in the third sentence of the third paragraph of article 7 of the core-contract of the FP6
model contract (except for actions to promote human resources and mobility):

“Where the work is completed before the end of the duration of the project, the related activity and financial reports shall
cover the period up to that date.”
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« a judtification of the resources deployed by each contractor,
linking them to activities implemented and justifying their
necessity;

+ the Forms C (Financial statement per activity) set out in Annex

VI to the contract, provided by each contractor for that single
period;

« the audit certificates attached to each Foriy

each contractor

v’ any supplementary final r ireg/ by any Annex of the
contract, especially by thet J nnex {Annex |)

v a report on the distr|i
contribution between contractors made during that single reporting
period.

= The Commission eyéuatss th orts submitted by the consortium in
accordance with the [
of Annex Il (Gener,

v dl or part of the pre-financing is requalified as a definitive payment
(final payment) ;

v' and, where appropriate and justified, the outstanding balance (the
difference between the Community financial contribution to accepted
costs and the pre-financing received (taking into account any interests
yielded by the pre-financing declared by the coordinator in its Form C)
shall be paid to the coordinator, on behalf of the consortium, within 45
calendar days following this approval®®.

26 The date of the receipt is established by the date of reception of the originals of the reports sent to the physical address of
the Commission provided in article 11.1 of the core-contract of the FP6 model contract (except for actions to promote human
resources and mobility). Seeaso 3.2.1.4.

%7 FP6 model contract — Annex 11 — Article 11.8 —third paragraph — first sentence:
“ The Commission undertakes to evaluate all other reports submitted within 45 days of receipt thereof.”

68 See especially 3.2.3.1.

29 |t must be noted that from the date of reception of the requested reports to the date of the payment of the outstanding
balance, there is a maximum delay of 90 calendar days (except in relevant case of suspension). Therefore, even if the delay
for approva is exceeded, the total delay of 90 calendar days must be respected (it means a corresponding reduction of the
delay for the payment).
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The payment of the Community financial contribution is considered as
final, subject to the results of any audit or review which may be carried out
up to five years after the end of the project®”.

= Within 60 calendar days after receipt of the outstanding balance, the
coordinator must submit to the Commission a report on the distribution

of the Community financial contribution between gpntractors (indent (d)
of the fourth paragraph of Article I1.7 of Annex Il (Genera cofidjtions) to the FP6 model

contract)®"*

3.2.3.3.2.2- Project with several reporting per,ifél‘i

The Community financial contributi
reporting periods is paid to the cogrdin
follows:

[To be provided by DG R Unlit A3 — JDM]

3.2.3.4- Examples
3.2.34.1- E/?(I of complexity : low)

[To be provi ed byDG RTD — Unit A3 — JDM]

3/{3\2 Example 2 (level of complexity : medium)
be p'ydded by DG RTD — Unit A3 — JDM]

rant to the Budget with several
r, on behaf of the consortium, as

’3.4.3- Example 3 (level of complexity : high)
/(To be provided by DG RTD — Unit A3 — JDM]

3.2.4- Additional information relating to the payments (including pre-financing) of
the Community financial contribution

20 PG model contract — Annex |1 — Article 11.29 — first paragraph —first sentence:

“ The Commission may, at any time during the contract and up to five years after the end of the project, arrange for audits to
be carried out, either by outside scientific or technological reviewers or auditors, or by the Commission departments
themselves including OLAF.”

2™ FPG model contract — Annex |1 — Article 1.7 — fourth paragraph —indent (d):

“areport on the distribution between contractors made after the end of the project of the Community financial contribution,
which shall be submitted 60 days after receipt of the final tranche of the Community financial contribution to the
consortium.”
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3.2.4.1- Possihility of suspension

e Thedeadline for payment®”%(established in Article 8 of the core-contract), may
be suspended by notification of the consortium (eight paragraph of Article 11.28 of
Annex Il (Genera conditions) to the FP6 model contractthat one (or several) financial
statement(s) per activity is(are) not acceptable?”.

In this case, the payment delay is suspended until thé date of reception of a
corrected or revised financial statement per activity

énts at any time where there is a
one or more contractor(s) in the

111.6 of Anne ifig’provisions) to the FP6 model contract), the Commission
services : the consortium to continue the project for a further

wities, but without further pre-financing and without any
ment of the Community financial contribution in respect of

If tHe project passes this review, the Commission shall pay the Community
financial contribution for both previous periods and the contract will
continue asif the suspension of pre-financing had not taken place;

if the project again fails this review, the Commission shall terminate the
contract.

22 The payment must be made within 90 calendar days after the date of reception of the periodic or final reports, providing
that those reports are complete.

23 Fp6 model contract — Annex 11 — Article |1.28 — eight paragraph — first subparagraph:

“The periods identified in Article 8 regarding the delays for payment may be suspended by the Commission at any time by
notification of the coordinator that the financial statement is not acceptable, either because it does not conform to the
requirements of the contract or because it is not in conformity with the activity reports submitted for approval to the
Commission. The delay for approval of the financial statement will be suspended until the submission of the corrected or
revised version as requested and the balance of the delay for approval will start again upon receipt by the Commission of
this information.”

2 Fp6 model contract — Annex 11 — Article 11.28 — eight paragraph — second subparagraph.
275 Fp6 model contract — Annex 11 — Article |1.28 — eight paragraph — third subparagraph.
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3.2.4.2- Interests to be paid by the Commission in case of late payment

In the event of late payment by the Commission?”® the copfractor(s) may claim

interest, within two months of receipt of the payment (sévepith paragraph of Article
11.28 of Annex Il (General conditions) to the FP6 model contract).

Interest shall be calculated at the rate applied by the gpean Central Bank to its
principal refinancing operations, as published i ¢ series of the Official

2% The payment must be made within 90 calendar days after the date of reception of the periodic or final reports, providing
that those reports are complete.
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4- CONTROLS

Two kinds of controls may be distinguished:
e Ex-ante controls (before the signature of the contract) ;

e EXx-post controls (during and after the implementation of the proj

4.1- EX-ANTE CONTROL S’

The purpose of ex-ante financial controls is(to )y the financial capacity of the
participants®®.

4.1.1- General principles

e In generd, for any instrume
public bodies*” (ingla@ing j

h they are involved, the financial capacity of
4iYonal organisations) does not have to be verified.

npl sdlt the FP6 Negotiation Guidelines.

278 The tool's necess4 #blish the financial capacity of a contractor are designed in the FP6 Negotiation Guidelines.

219 See footnote

%0 |\M: Pary/6ne icle 173 —fourth paragraph — first indent:

“For actions g cost to be financed exceeds EUR 300 000 and for operating grants of over EUR 75 000, the

IM: Part tle VI — Article 173 —fourth paragraph — third indent:
“In the cgse Of agreements linking the Commission and a number of beneficiaries, those thresholds shall apply to each
beneficiarly/

IM: Part one—Title VI — Article 173 —fourth paragraph — fifth indent:

“The authorising officer responsible may, depending on his analysis of management risks, waive that obligation for public
bodies, secondary and higher education establishments, the international organisations referred to in Article 43, and
beneficiaries who have accepted joint and several liability in the case of agreements with a number of beneficiaries. required
to complete the proposed action or work programme unless specifically provided otherwise in the basic act.”

2L |M: Part one—Title VI — Article 176 — second paragraph:

“ The applicant must have stable and sufficient sources of funding to maintain his activity throughout the period during which
the action is being carried out or the year for which the grant is awarded and to participate in its funding. The applicant
must have the professional competencies and qualifications required to complete the proposed action or work programme
unless specifically provided otherwise in the basic act.”

IM: Part one—Title VI —Article 176 — third paragraph:
“Financial and operational capacity shall be verified in particular on the basis of an analysis of the supporting documents
referred toin Article 173.”

IM: Part one—Title VI — Article 176 — fourth paragraph — first indent:
“The verification of financial capacity shall not apply to natural personsin receipt of scholarships nor to public bodies, nor
to the international organisations referred to in Article 43.”

282 See footnote n°160.
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the second and third paragraphs of Article 13 of the RP*° and Article 11.18 of Annex Il (General
conditions) to the FP6 model contract and provided that the contractor concerned is not in one of the
situations listed in the first paragraph of article 93 of the FR)*®* depends on the following
factors:

= For instruments without financial collective responsibility of the contractors®™

or with financial collective responsibility of the contractors but at a level that is

insufficient to cover the full protection of the Community fifjancial interest®®:

v financia verification is an obligation where
contribution to the estimated eligible costs of
€300.000;

ommunity financial
gontractor is superior to

contractors where the average per conua
financia contribution (mentioned in the/Second payégraph of Article 5 of the

v financia verification is at the [discfeifon of the Commission authorising
officer, depending on his or he Adlysis of management risks, where the
Community financial congribution to ja contractor is less than €300.000;

However, in this last
capacity of the coordi

Depending on the outcomne/of the financia check, a bank guarantee (or any other

tly of the appropriate action it shall take against the defaulting participant, the Commission shall require the
articipants to implement the indirect action.

(b) Should implementation be impossible or should the remaining participants refuse to comply with subparagraph (a), the
Commission may terminate the contract and recover the Community financial contribution. When investigating the financial
disadvantage, the Commission shall take into account the work already undertaken and results obtained, thereby establishing
the debt.

(c) As regards the part of the debt established in accordance with subparagraph (b) that is owed by the defaulting
participant, the Commission shall distribute it among the remaining participants, on the basis of each participant's share of
the expenses accepted and up to the amount of the Community financial contribution each participant is entitled to receive.
Where a participant is an international organisation, a public body or a legal entity whose participation in the indirect
action is guaranteed by a Member Sate or an associated Sate, that participant shall be solely responsible for its own debt
and shall not bear the debt of any other participant.”

RP: Article 13 —third paragraph:
“ Paragraph 2 shall not apply to indirect actions implemented by means of instruments such as specific research projects for
SMEs, actionsto promote and devel op human resources and mobility and, when duly justified, specific support actions.”

28 For more information, see the FP6 Negotiation Guidelines.

%5 | addition to Actions to promote human resources and mobility, it concerns Specific Research Projects for SMEs
(Cooperative and collective research) and some Specific Support Actions (when duly justified).

26 Sep 4.1.2.
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= For instruments with a financial collective responsibility of the contractors of a
sufficient level financia verification:

v is not necessary for al the contractors but must be carried out for the
coordinator.

4.1.2- The notion of insufficient financial collective responﬂ&tv of the contractors

The level of financial collective responsibility of the Contractors is considered as
insufficient in the following cases:

o ih the consortium that are not public

glal contribution of one of them (as
fligible costs per activities and per contractors

I/ an Integrated Infrastructures Initiative, a consortium is composed of 5
fndependent legal entities established in 3 Members states and in 2 Associated
Candidate Countries.

Two of them meet the definition of a public body.

The table of estimated breakdown of eligible costs per activity and per contractor
provided in Annex | to the contract indicates that the requested Community
financial contribution for the three contractors that are not public bodies is as
follows:

287 See footnote N°208.
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Legal Entity Legal Entity Legal Entity Total
A B C A+B+C
Reguested Community

financial contribution 1.400.000 §00.000 &00.000 2.800.000
{Amount)

Breakdown of Requested
Community financial 53 57% 2B 57% 17 BE% 100,00%
contribution {In %)

Therefore, if necessary following the financial cgpacify check, the potentia
financia guarantee to be requested from legal entity A is edual to:

1.500.000 — (800.000 + 500.000) = € 200.000.

4.2- EX-POST CONTROLS

4.2.1- Regular controlsduring thé}mpl entation of the project

e The Commission may, at any time during the contract, and up to five years after the
end of the project, arrange for audits to be carried out (Article 11.29 of Annex Il (General
conditions) of the FP6 model contract);

%88 This provision is specifically mentioned for Networks of Excellence and Integrated Projects under indent b) of the second
paragraph of article 11 of the RP:

“ The Commission shall appoint the independent experts in accordance with one of the following procedures:

(..)

“ (b) The independent experts appointed by the Commission to assist in the evaluation of proposals for networks of excellence
and integrated projects and in the monitoring of the projects selected and carried out shall be individuals from the fields of
science, industry and/or with experience in the field of innovation and also with the highest level of knowledge and who are
inter nationally recognised authorities in the relevant specialist area” .

It must be noted that, if therefore the public procurement route for the selection of independent external experts for the
monitoring and follow-up of IP and NOE is not to be used, public procurements procedures must be used for the selection of
independent external experts for the monitoring and follow-up of any other type of FP6 instruments (STReP, I°, CRAFT, CA,
SSA, ...
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e Any contractor in an FP6 indirect action may be subject to audits carried out by the
Commission, an agent appointed by it, or the European Court of Auditors™.

e Some international organisations®™, according to their statutes, can not be subjected
to financial audits carried out by the Commission or its duly authorised
representatives.

Even though the Commission may arrange for a financial augft of the participation
of such an international organisation in an FP6 project, A an audit would be
carried out by the internal auditors of that internatigral /Organisation. This is
covered by the provisions of a special clause (n° ...
which such an international organisation participates

4.2.2.1- Purpose of the audit

e Audits are always carried out on a onflidential basis and may cover:
= scientific aspects;

= technological aspeq
= ethical aspects;

= financial ting to costs);

" any g (such as financial accounting and management
priAci

relatin proper implementation of the project and the contract

ifon, in order to protect the European Communities' financial interests
against fraud and other irregularities, the Commission may carry out on-the-
ot checks and inspections in accordance with:

= Council Regulation (Euratom, EC) No 2185/96 of 11 November 1996
concerning on-the-spot checks and inspections carried out by the
Commission in order to protect the European Communities financial
interests against fraud and other irregul arities™?;

= Regulation (EC) No 1073/1999 of the European Parliament and of the
Council of 25 May 1999 concerning investigations conducted by the
European Anti-Fraud Office (OLAF)?%,

28 Without prejudice of the European Court of Auditors own rules.

20 RP— Article 2 — Paragraph 11:

“International organisation means any legal entity arising from an association of States, other than the Community,
established on the basis of a treaty or similar act, having common institutions and an international legal personality distinct
fromthat of its Member States”

2! gpecial clausen® ...:

TO BE PROVIDED
2210JL292, 15.11.1996, p. 2].
2310JL136, 31.05.1999].
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Council Regulation (Euratom) No 1074/1999 of 25 May 1999 concerning
investigations conducted by the European Anti-Fraud Office (OLAF)?**,

e Asagenerd rule, at least one contractor of each Network of Excellence and
each Integrated Project will be subject to an audit during the auditing period
covered by the contract.

4.2.2.2- Auditors

Audits may be carried out by:

e the Commission;

by its own departments (includg

fic Or technological auditor proposed as a duly authorised representative
Commission on grounds of commercial confidentiality.

order to permit a complete, true and fair verification that the project and the
ontract is (has been) properly managed and performed, contractors are
required to:

ensure that the Commission's departments, and/or any of its duly
authorised representatives, have on the spot access to the contractor's
offices or premises where the project is being carried out, at all reasonable
times, and to all the information needed to carry out those audits,

keep the original or, in exceptional cases, duly substantiated, authenticated
copies, of all documents relating to the contract for up to five years after
the end of the project. These shall be put at the Commission's disposal
where requested during any audit under the contract;

make available directly to the Commission all the detailed data that it may
be requested.

ensure that the rights of the Commission and the European Court of
Auditors to carry out audits are extended to the right to carry out any such

2410JL136, 31.05.1999].
2% Auditors appointed by the Commission will also have additional guidelines (FP6 Audit Guidelines— Internal document).
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audit or control on any subcontractor or third party whose costs are
reimbursed in full or in part by the Community financial contribution, on
the same terms and conditions.

4.2.2.4- Conseguences of an audit

Any amounts due to the Commission as aresult of the fiidings of an audit may be
the subject of arecovery (under the terms of Article 11.31 of Anfiex |1 (General conditions) of
the FP6 model contract) and as explained in Part 5 of these guidelines.

In addition, potential sanctions may be applied

Date: 20/06/03 DRAFT Version —Not legally binding Page: 113



FP6 Financial Guidelines
This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

5- RECOVERIESAND SANCTIONS

5.1- REIMBURSEMENT TO THE COMMISSION

e reimbursed to the
garagraph of Article 11.31 of

Any amount unduly paid by the Commission to a contractor sha
Commission according to the terms and date specified by it(ji
Annex Il (General conditions) to the FP6 model contract)zge.

5.1.1- Main cases

This situation may occur where:

Example n°1:

e the total pre-financing is gregfer\ than
contribution at the end of a prgject;

(80% of th
of the core-(

ctor has overstated expenditure and has consequently received an unjustified
contribution from the Community;

ple subject of afinancia audit .

The findings of the audit highlight that this contractor has:

= overstated its eligible costs relating to its involvement in research and
technological development or innovation activities;

» not declared a substantial amount of receipts relating to its eligible costs for
research and technological development or innovation activities.

2% PG model contract — Annex |1 —article 11.31 —first paragraph:
“1f any amount is unduly paid to the contractor or if recovery is justified under the terms of the agreement, the contractor
undertakes to repay the Commission the sumin question on whatever terms and by whatever date it may specify.”
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The following table presents the findings of this audit:

As declared by the As noted by the

contractor Commision’s audit
A (B)
Research and Research and

technological development J technological development
or innovation activities or innovation activities

Difference (&) - (B} ()

Research and
technological development
or innowvation activities

Eligible costs 1.254.090 1,150,000 104.030
Receipts 0 750.000 750,000
Requested Community 627.015 400000 227.015
financial contributiuon

(WH

if (&) - (B) > 0, Overstatement
if (&) - (B) =0, OK
if (&) - (B) < 0, Potential payment from the Commission to the contractor

Therefore, taking into account an ent CI){ eligible costs equa to
€104.030the non-declaration of an amount of péceipts equal to €750.000 and the fact
that this contractor has received atotal fjnancial contribution equal to €627.015, the
Community financial contributign\s recal culiated as follows:

it of the difference between €eligible
50% (€575.000) within the limit of
0.000.

costs and receipts = /
€1.150.000 — 750.000

€627.015, and : 27.015€ (627.015 — 400.000) to the Commission,
without prejudi

either from the beginning of the project up to the effective date of the
termination of its participation;

= or for the period covered since the last periodic reports approved by the
Commission up to the effective date of the termination of its participation.

e an audit certificate’® for the costsit has incurred:

= either from the beginning of the project up to the effective date of the
termination of its participation;

= or for the period after the last approved audit certificate.

27 1t s recalled to the Commission services that only a part of the procedures are presented in these guidelines. However,
they must apply the complete relevant procedures, especially according to articles 70 to 74 of the FR and articles 77 to 89 of
the IM.

2% Except in the case of an SSA supported through alump sum grant.

Date: 20/06/03 DRAFT Version —Not legally binding Page: 115



FP6 Financial Guidelines

This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

In the absence of receipt of such documents within the delays, the Commission shall
consider that the defaulting contractor for the period(s) concerned incurred no costs and
that by conseguence no payment can be made for these periods.

The consortium has up to 30 calendar days after the effective date of termination of the
defaulting contractor’ s participation to provide the Commission with information on the
share of the contribution that was effectively transferred to
since the beginning of the project.

consider that the defaulting contractor owes no money(tothe Commission and that the
Community financial contribution aready paid is stfl| g digposal of the consortium
and under its responsibility.

Based on documents and information menti ve, the Commission establishes the
debt owed by the defaulting contractor.

(with a copy to the coordinator acting on
to the consortium the amount owed to the

ayecovery order to the Commission accounting officer must be established

followed by a debit note sent to the contractor
both drawn up by the Commission authorising officer responsible.

20 FR: Part one— Title IV — Chapter 5 — Section 3 - Article 71:

“ 1. Establishment of an amount receivable is the act by which the authorising officer by delegation or subdelegation:
(a) verifies that the debt exists;

(b) determines or verifies the reality and the amount of the debt;

(c) verifies the conditions in which the debt is due.

2. The own resources made available to the Commission and any amount receivable that is identified as being certain, of a
fixed amount and due must be established by a recovery order to the accounting officer followed by a debit note sent to the

debtor, both drawn up by the authorising officer responsible.
3. Amounts wrongly paid shall be recovered.

4. The conditionsin which interest on late payment is due to the Communities shall be laid down in the implementing rules.”
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5.1.2.1- Establishment of the recovery order

A recovery order shall specify (first paragraph of Article 72 of the FR*®, and as mentioned
in Article 81 of the IM, for any amount unduly paid by the Commission to a contractor) :

e thefinancia year to which the revenue isto be booked;

o the references of the act or legal commitment which j$ the source of the debt

and gives rise to the entitlement to recovery;

e the budget article and any other subdivision that’may|apply, including, where

appropriate, the references of the correspondirng t commitment;
e the amount to be recovered, expressed in
e the name and address of the debtor (thé
e thedue date; and
e the possible method of recovery, i ding in particular recovery by offsetting
or enforcement of any guarg
The recovery order shall bé gned by the responsible Commission
authorising officer, andist e Commission accounting officer.
5.1.2.2- Debit note
In accord pfe 78 of the IM, in addition to a recovery order, a debit
note must
The Com accounting officer sends the debit note to the debtor (the

munities have established the amount receivable;

ment of the debt to the Communities is due on a certain date (“the due
ate’);

failing payment by the due date, the debt shall bear interest at the rate referred
to in Article 86 of the IM3*, without prejudice to any specific regulations
applicable;

e wherever possible the institution shall effect recovery by offsetting against any
other debt owed to that debtor, after the debtor (the contractor) has been
informed;

3% FR: Part one— Title IV — Chapter 5 — Section 4 - Article 72 —first paragraph:
“ The authorisation of recovery is the act whereby the authorising officer by delegation or subdelegation responsible instructs
the accounting officer, by issuing a recovery order, to recover an amount receivable which he/she has established.”

%L |M: Part one— Title IV — Chapter 5 — Section 5 — Article 86 — second paragraph:

“Theinterest rate for amounts receivable not repaid on the due date shall be the rate applied by the European Central Bank
toitsprincipal refinancing operations, as published in the C series of the Official Journal of the European Union, in force on
thefirst calendar day of the month in which the due date falls, increased by:

(a) seven percentage points where the obligating event is a public supply and service contract referred to in Title V;

(b) three and a half percentage pointsin all other cases.”
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o failing payment by the due date the institution shall effect recovery by
enforcement of any guarantee lodged in advance;

o if, after all those steps have been taken, if the amount has not been recovered
in full, the Community shall effect recovery by enforcement of a decision
secured either in accordance with Article 72(2) of the Financial Regulation or
by legal action.

The accounting officer shall act on recovery orders foy”anfounts receivable duly
established by the authorising officer responsible. He/Shé shal| exercise due diligence
to ensure that the Communities receive their reveny shall see that their rights
are safeguarded. (first paragraph of Article 73 of the FR)

of its|gtaim for reimbursement by

The Commission informs the contr actor :;11)/
g of receipt.

means of aregistered letter with acknowl

The contractor has a period of 30 calendar daysto answer the Community's claim.

5.1.3- Default interest in case 0 Iai}erei ur sement

the due date set by the Commission, the sum due
ate applied by the European Central Bank to its
principal r ations, as published in the C series of the Official
Journal of the Union, in force on thefirst calendar day of the month
in which the due date falls, plus 3,5 (three and a half) percentage points (in

payment shall cover the period between the date set for payment,
d the date when the Commission receives full payment of the
ed, inclusive;

Ay partial payment shall first be entered against charges and interest on late
payment and then against the principal.

5.1.4- Forms of the recovery

The forms of recovery may be the following:

e Either the contractor reimbur ses the debt by means of (or several) payment(s) to
the Commission;

e Or, by offsetting the sum owed to the Commission against any sums owed to the
contractor (in accordance with the second indent of the first paragraph of Article 73 of the FR**

%2 FR: Part one— Title IV — Chapter 5— Section 5 - Article 73 —first paragraph — second indent:
“The accounting officer shall recover amounts by offsetting them against equivalent claims that the Communities have on
any debtor who himself/herself has a claim on the Communities that is certain, of a fixed amount and due.”
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and Article 83 of the IM™"), as mentioned in the third paragraph of Article 11.31 of
Annex |1 (Genera conditions) to the FP6 model contract.

In case of recovery by offsetting, it isimportant to highlight that the contractor must
be informed but its prior consent is not required.

If the full amount of the debt has not been recovered by the due date specified in the
debit note, including by the use of recovery by offsetting (Articlg’84 of the IM®** and the
second paragraph of Article 72 of the FR305, and as mentioned in the third grfd fifth paragraphs of Article
11.31 of Annex |l (General conditions) to the FP6 model contract) :

e the Commission calls any financial guarantee |g
applicable;

(ged| by the contractor, if

The contractor’s prior consent is not required.

a¥s.

or it does not exist or if
ount “of the debt has not been
y decision. The recovery decision

e if it isimpossible to recover from the fingnCi
after caling the financial security the/f
recovered, the Commission enforces a [ec
issecured:

= either by legal action;

= or in accordance with thé rticle 256 of EC Treaty®®,

5.1.5- Additional Dro@ls

ue indication of the reasons, and provided that the following two conditions
fulfilled:

393 |M: Part one— Title IV — Chapter 5 — Section 5 — Article 83:

“At any point in the procedure the accounting officer shall, after informing the authorising officer responsible and the
debtor, recover established amounts receivable by offsetting in cases where the debtor also has a claim on the Communities
that is certain, of a fixed amount and due relating to a sum established by a payment order.”

%4 IM: Part one— Title IV — Chapter 5 — Section 5 — Article 84:

“1. Without prejudice to Article 83, if the full amount has not been recovered by the due date specified in the debit note, the
accounting officer shall inform the authorising officer responsible and shall without delay launch the procedure for effecting
recovery by any means offered by the law, including, where appropriate, by enforcement of any guarantee lodged in advance.
2. Without prejudice to Article 83, where the recovery method referred to in paragraph 1 cannot be used and the debtor has
failed to pay in response to the letter of formal notice sent by the accounting officer, the accounting officer shall enforce a
recovery decision secured either in accordance with Article 72(2) of the Financial Regulation or by legal action.”

3% FR: Part one— Title IV — Chapter 5 — Section 4 - Article 72 — second paragraph:
“ The institution may formally establish an amount as being receivable from persons other than States by means of a decision
which shall be enforceable within the meaning of Article 256 of the EC Treaty.”

3% This provision is also mentioned in the fourth paragraph of article 12 of the RP;

“The conclusion of a contract shall not affect the right of the Commission to adopt a recovery decision, enforceable in
accordance with Article 256 of the Treaty, to obtain reimbursement of an amount due from a participant. Before adopting a
decision of this kind, the Commission shall ask for the participant's comments to be submitted before a specified date.”
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5.2- SANCTIONS

the contractor undertakes to pay interest at the rate specified in the seventh
paragraph of Article 11.28 of Annex Il (General conditions) to the FP6 model
contract for the entire additional period allowed, starting from the date on which
the payment was originaly due;

and

in order to safeguard the Community's rights the contragt@r lodges a financial

approved by the institution's accounting officer.

5.2.1- Liquidated damages

ign of liguidated damages

oLgof liguidated damages is calculated according to the following

Liquidated damages = unjustified financial contribution x (over stated
expenditure/ total claimed)

In the vast majority of cases, the meaning of overstated expenditure in the
above formula isunjustified financial contribution.

In addition, the calculation of any liquidated damages shall only take into
consideration the period relating to the contractor’s claim for the
Community contribution for that period (last indent of the first paragraph of Article
11.30 of Annex 1l (General conditions) to the FP6 model contract). It is not calculated in
relation to the entire Community contribution.

Example:

The Commission is entitled to claim an amount of liquidated damages from the
contractor mentioned in example n°2 of point 5.1.1 of these guidelines who was
found to have overstated expenditure and who had consequently received an
unjustified financial contribution of the Community equal to €227.015.

Date: 20/06/03
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The amount of these liquidated damages is equal to:
€227.015 x (227.015/ 1.254.030) = €41.096,15

5.2.1.2- Modalities

o |f applicable, liquidated damages are due in additio
unjustified financial contribution from the contractgr

Example:

If the provision relating to liquidated dame applied to the contractor
mentioned in example n°2 of point 5. ‘ delines who was found to
have overstated expenditure and whd h& éntly received an unjustified

financia contribution of the Co
would haveto reimburseto the Cq

gdure for payment of liquidated damages is the same as those
ihg the reimbursement of unjustified financial contribution®”,
ncluding the implementation of provisions relating to default interest in case

of late payment.

.2- Financial penalties

In addition to liquidated damages, any contractor declared to be in grave breach of its
contractual obligations shall be liable to financial penalties (the fourth and fifth indents of the
first paragraph of Article 133 of the IM3%® and as mentioned in the sixth paragraph of Article 11.30 of
Annex |1 (General conditions) to the FP6 model contract) Of :

e between 2% and 10% of the value of the Community financial contribution
received by that contractor;

307 See 5.1.

3% |M: Part One— Title V — Chapter 1 — Section 3 — Article 133 — paragraph 1 — fourth and fifth indents:

“ Contractors who have been found to have seriously failed to meet their contractual obligations shall receive financial
penalties representing 2 % to 10 % of the total value of the contract in question.

That rate may be increased to 4 % to 20 % in the event of a repeat offence within five years of thefirst infringement.”
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e between 4% and 20% of the value of the Community financial contribution
received by that contractor in the event of a repeated breach in the five years
following thefirst breach..

Example:

The contractor mentioned in example n°2 of point 5.1.1 of the
subject to such financial penalties.

» guidelines may be

According to the report(s) on the distribution of the Comy
between contractors provided to the Commission by thé
consortium, it is evident that this contractor has g
contribution equal to €700.000°.

According to the Commission recordings, it is
obligations in actions supported by the Commiss

y financial contribution
finator on behalf of the
ed 8 Community financial

’breach of its contractual

Therefore this contractor may be the objegt of
and €70.000.

fnancial penalties between €14.000

The same provision applies al$
false declarations (the third ind

ractors who have been guilty of making

tion may lose all its rights to submit a proposal in the FP6
aph of the fifth paragraph of Article 10 of the RP311).

chY has, or would have, the effect of prejudicing the general budget of the
Gpean Union or budgets managed by it through unjustified expenditure™?,

n such case, the principle of proportionality must be applied.

Therefore, according to the level of the irregularity noted, either a part of the lega
entity concerned (a service, a centre, a department, a direction, ...) or the whole
legal entity may be excluded.

399 |t js recalled that the Community financial contribution is allocated among contractors according to the decisions taken by
the consortium.

319 |M: Part One— Title V — Chapter 1 — Section 3 — Article 133 — paragraph 1 —third indent:
“Tenderers or candidates who have been guilty of making false declarations shall also receive financial penalties
representing 2 % to 10 % of the total value of the contract being awarded.”

31 RP: Article 10 — fifth paragraph — second subparagraph:
“ Any participant who has committed an irregularity in the implementation of an indirect action may be excluded from the
evaluation and selection procedure at any time, due regard being had to the principle of proportionality.”

812 As mentioned in indent 20 of article 2 of the RP.
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e |naddition:

2. The Commission may immediately terminate the participation of a contractor:

paragraph of Article 16 of Annex Il (General conditions) to the FP6 model contract)

a) where the contractor has deliberately or through negligence committed an
irregularity in the performance of any contract with the Commission.(second

Therefore, in case of an irregularity, a contractor may
from the contract where the irregularity has been noted ¢

from all other contracts with the Commission, in whig Isinvolved.

5.2.4- Other sanctions

All the above mentioned sanctions are
financial sanctions that the Commission
accordance with the FR or to any ather ci
other contractor may be entitled/4*

conditions) to the FP6 model contract).

Furthermore, these provisions
initiated by the Member

5.2.5- Implementarg

5/261\ Genelal principle

pliéon of the provisions of collective financia responsibility on the
tractorsis aso aform of sanction.

gfinancial collectiveresponsibility

second paragraph of Article 13 of the RP).

excluded not only
occurred, but also

pregjudice to any administrative or
fMmpose on any defaulting contractor in
edy to which the Community or any

contractor breaches the contract and the consortium does not make good this
each, the Commission may, as alast resort and if all other approaches have been
explored, hold the participants liable under certain conditions™* (second indent of the

In cases of termination of the contract or of the participation of a contractor for
breach of contractual obligations or irregularity, and where any contractor does
not honour the reimbursement of the amount due by that contractor, the
Commission will implement the financia collective responsibility of the
consortium (in those instruments to which it applies). The consortium will

reimburse the amount due to the Commission.

313 See especially article 133 of the IM.
314 See footnote N°270.
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5.2.5.2- Modalities™

e Theamount due by the defaulting contractor:

= can not exceed the maximum Community financial contribution
(mentioned in the second paragraph of article 5 of the core-contract);

e The amount due by the gé
= jisallocated among A

v' the defaulting does not meet any of the above mentioned

itioma located among the remaining contractor which:

Al

ﬁ | prieet the definition of an international organisation;
or are gontractors whose participation to the indirect action is not

X/
L X4

= / where pre-financing is to be recovered:

taking into account their share of the provisiona Community financial
contribution based on costs (as indicated in the table of estimated
breakdown of eligible costs per activity and per contractor in the technical
annex (Annex |) to the contract);

=  where a settled payment is to be recovered

taking into account their share of Community financial contribution based
on certified costs accepted by the Commission.

e In addition, the share of the debt of this defaulting contractor allocated to
remaining contractors can not exceed the Community financial contribution
each of those remaining contractorsis entitled to receive.

The amount a contractor is entitled to receiveis:
= where pre-financing isto be recovered:

315 See article 11.18 of Annex |1 (General conditions) to the FP6 model contract.
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based on its provisiona costs (as indicated in the table of estimated
breakdown of eligible costs per activity and per contractor in the technical
annex (Annex |) to the contract);

= where a settled payment is to be recovered:

based on its certified costs accepted by the Commission.

e Finally it isimportant to recall that the consortium ig'not responsible for:

= any amount owed by a defaulting contracigr for| any contractual breach
discovered after the end of the contract;

= liquidated damages due by a contractgr;

= other financia penalties and ot nction
contractor.

posed on a defaulting

5.2.5.3- Examples

5.2.5.3.1- Examplen°1

7 meet the definition of a public body;
1 meets the definition of an international organisation;

3 meet the definition of an SME. Among the SMEs Group, one is a legal
entity whose participation to this project is guaranteed by its State, which
isaMember State;

= 4 arebig private enterprises, whose participation is not guaranteed by their
State.

The defaulting contractor is one of the seven legal entities that meet the
definition of a public body.

e Cadculation of the share of the debt per contractor

In this case, the debt of the defaulting contractor is not allocated among
the remaining contractors, because the defaulting contractor is a public
body.

5.2.5.3.2- Example n°2
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Hypothesis

Same hypothesis as in example n°1, but the defaulting contractor is one of
the big private enterprises.

Calculation of the share of the debt per contractor

a

In this case, the debt of the defaulting contractor is
14 remaining contractors. |ndeed:

= The 7 legal entities that meet the defj

ptated among 5 of the

of a public body, the
gticipation is guaranteed

= The remaining contractors on
therefore the following:

v' Thetwo other SMEs
v The 3 other big private ente

is to be allocated are

The Community financi
Commission for these r}\ract Si

Big private Big private Big private SME 1 SME 2 Total
enterprise 1 enterprise 2 enterprise 3

275.000 B52.000 471.000 320,000 125.000 1.843.000

Share of the requested
Community financial
contribution accepted by the
e icsion (A 1

Share of the requested
Community financial
contribution accepted by the
Commission {%)

14,92% 35.38% 25,56% 17.36% 6,78% 100,00%

ing into %ount the relative weight of these contractors, the debt of the
defaulting|contractor should allocated as follows:

Big prl\.tate Big pn\.rate Big prl\.tate SME 1 SME 2 Total
enterprise 1 enterprise 2 enterprise 3

i 149.213 BT 255,562 173630 67 824 1.000.000
defaulting contractor
Difference between the

pted Comlmlunity fi
contribution and the share of the 125,787 293.229 215.438 146.370 57176 843.000
debt of the defaulting contractor

This table shows also that the share of the debt of the defaulting contractor
allocated to each remaining contractor does not exceed the Community
financial contribution generated for the consortium according to their certified
costs accepted by the Commission. Therefore, the debt is allocated to these
five contractors as mentioned in the first line of the above table.

5.2.5.3.3- Examplen°3
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Hypothesis

Same hypothesis as in example n°2: the defaulting contractor is one of the
big private enterprises.

Calculation of the share of the debt per contractor

The Community financial contribution based on certified gosts accepted by the
Commission for the five contractors on which t t of the defaulting
contractor isto be allocated is the following:

Big prl\.rale Big pn\.rate Big prl\.rale SME 1 SME 2 Total
enterprise 1 enterprise 2 enterprise 3

Share of the requested
Community financial

s 240.000 245000 200.000 200.000 100.000 985.000
Commission =

Share of the requested

Community financial 24,37% 24.87% 20,30% 20,30% 10,15% 100,00%

contribution accepted by the
Commission (%)

Taking into account the relgtive weight of these contractors, the debt of the
defaulting contractor shoutd alocated as follows:

Big prl\_rale Big pn\_r-ate Big prl\_rale SHE 1 SHE 2 Total
enterprise 1 enterprise 2 enterprise 3

243855 245731 203.046 203.046 101.623 1.000.000

Allocation of the debt of the
defaulting contractor according
to the relative weight of each
contractor

Difference between the

pted Comlmlunity fi
contribution and the share of the
debt of the defaulting contractor
Allocation of the debt of the
”"’"a““'"li:"c""“"" taking into 240.000 245.000 200.000 200.000 100.000 985.000

contribution accepted

-3.655 373 -3.046 -3.046 -1.623 -15.000

le shows also that the share of the debt of the defaulting contractor
0 each contractor exceeds the Community financial contribution
for the consortium according to their certified costs accepted by the
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6- ANNEXES

6.A- ANNEX A- FINANCIAL GUIDELINES FOR R& TD ACTIVITIES UNDER THE PRIORITY
THEMATIC AREA " FUSION ENERGY RESEARCH”

[To be provided by DG RTD — Directorate J]
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6.B- ANNEX B- FINANCIAL GUIDELINESFOR ACTIONSTO PROMOTE HUMAN RESOURCES AND
MOBILITY (MARIE CURIE ACTIONS)

[To be provided by DG RTD — Directorate B — MP]

Date: 20/06/03 DRAFT Version —Not legally binding Page: 129



FP6 Financial Guidelines
This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

6.C- ANNEX C- FINANCIAL GUIDELINESFOR FP6 EXPERTS

[To be provided by DG RTD — Unit A3 — NRS]
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6.1- ANNEX 1 —EXAMPLESOF POTENTIAL ELIGIBLE COSTS
[To be checked by DG RTD — Unit L4 - LS]

Even though there is not anymore categories of eligible costs like in the 5" Framework
Programme, types of costs like personnel, durable equipment, travel and subsistence,
subcontracting, consumables, ... may of course be considered as eligible costs, providing the
meet the definition of eligible costs mentioned in the contract.

One element of this definition is a key element: to be eligible, amo er conditions, a cost
must be determined according to the usual accounting principles participant.

6.1.1- Personnel

e A personnel isaresource under the authori the contractor. Therefore it may be:

= "Permanent employee”, who has a permanent working contract with the legal
entity.

= "Temporary employee”, has, a
entity

porary working contract with the legal

= apersonnel made g

e The following ; be known in order to calculate the total personnel

and sho d be the total gross remuneration plus the employer’s portion
jal charges (e.g. holiday pay, pension contributions, health insurance and
fty payments). Remuneration costs can be calculated individually for
parcher or as an average by category of staff (the method should fairly
t actual labour costs) requiring that the average does not differ
ificantly from actual costs™®.

orking time to be charged must be recorded throughout the duration of the
project through any tool (including time sheets). The person in charge of the
work designated by the contractor should certify the records. A simple
estimation of worked hours is not allowed.

Contractors must calculate their specific productive hours according to their
specifics (taking into account particularly national holidays, absenteeism, etc.).

e |tispermitted to charge an estimation of actual direct eligible costs of personnel (or
of the average per type of personnel category) at the moment of the delivery of a
Financial Statement per Activity (Form C).

However, this estimation must be corrected in the subsequent Form C under the case
“adjustment”.

316 A maximum difference of 10% between the higher and lower salary of a category is permitted.
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e Itisimportant to recall that any contractor using the AC model may charge the cost
of permanent staff involved in the project:

for management of the consortium activities, providing it can identify and justify
them with precision ;

for other activities, providing such people have a contract which depends in full
or in part upon external funding additional to the normal reelirring funding of the
contractor. In other words, if such permanent people recgive the same salary
with or without being involved in this indirect acti the Community, their
costs are not additional even though they may hav ional work.

dit
For example, a researcher may have a pernfanént-working contract, which
depends partiadly by externa funding. The ing cantract of this researcher
mentions explicitly that a part of the salafy/0of thg researcher is subject to its
involvement in specific activities finangial pported by external funding (like
the Community financial contributio phdirect action of FP6). Where it is
not involved in activities financialy|supported by external funding, its salary is
equal to 5.000€. Where it is involvied ift such activities, its salary is equal to
6.000€. Therefore a part or the totaljty of the difference (1.000€) depending of
its time of involvement in #he FP6 indirgct action concerned may be considered
as an additional direct elii%e co¥.

o Costs of additional jours performéd by a personnel may only be considered as

eligible costs:

chayged as direct eligible costs, but asindirect eligible costs.
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6.1.2- Durable equipment

e As a generd rule, durable equipment should be recognised as assets when it is
probable that:

e Cost includes all costs necessary to bring the agsset

the future economic benefits associated with the will flow to the

organisation; and
the cost of the asset can be measured reliably.

tp wprking condition for its

intended use. This would include not only its origi (al urchase price but also costs
of site preparation, delivery and handling, i ation, [relgted professional fees for

architects and engineers.

e |f an asset has significant componentg that either have different useful lives or
provide benefits in different patiéias, edech of the components should be accounted

for as a separate asset.

However c NA' the principle of sound financial management, the cost

claimed for

that would havel .. A incurred if the equipment had been purchased and depreciated

al prectices.

Contractors who use cash based accounting system (no depreciation), may
charge the total depreciation cost of the durable equipment when the equipment
has been introduced in the project.

Only the portion of the equipment used on the project may be charged.

Contractors using a cash based accounting system must declare clearly in their
periodic management report that they use cash based accounting system.

Contractors not using cash based accounting system must use their usual
depreciation model (degressive or linear).

Only the portion of the equipment used on the project may be charged.
The depreciation is charged according in each relevant periodic report.

Depreciation can be also calculated on equipment, which has been purchased
before the commencement date of the contract, and which will be used in the
project.
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Depreciation of durable equipment used on a project may be charged in line with
International Accounting standards and in line with the normal methods of the
contractor.

Depreciation of assets used for the general administration of the organisation may
be charged to overheads on the same basis as above.

The formula used for alinear depreciation must follo
the following one:

brinciples established by

Where:

= A = the period in months (or in days g which the durable equipment is
glevant reporting period

e durable equipment,

= the percentage of usage of the durable equipment for the project for the
relevant reporting period

The following simplified cases provide examples of calculation of depreciation
which may be considered as eligible costs:

= Examplen®l.

A university involved in an Integrated Project (duration : 5 years) has bought a
specific equipment necessary for the implementation of its tasks the first day of
the start of the contract.

The costs (excluding VAT) of this equipment is equal to 120.000€.

In full compliance with its national legidation and with its usual accounting
practices, the university depreciates this equipment over a duration of 3 years
through alinear depreciation model.

In full compliance with the usual accounting practices of this university, such
cost isadirect cost.
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The use of this equipment for the project is asfollows:

v" First reporting period (month 1 to month 12): 5% of the total time of use of
the equipment;

v Second reporting period (month 12 to month 24): 10% of the total time of
use of the equipment;

v Third reporting period (month 25 to month 36): 5%
of the equipment;

v Fourth reporting period (month 37 to month 48 b of the total time of use
of the equipment;

v" Fifth reporting period (month 49 to mont
the equipment;

The direct eligible costs per reporting perigd

Reporting Period 1 Reporting Period 2 Reporting Period 3 Reporting Period 4 Reporting Period 5
Period in months during which

the durable equipment is used
for the project after invoicing, for = i = 8 8
the relevant reporting period (A)

:)Bt;preciation period in months *® % % 0 0

Actual cost (excluding VAT) of

the durable equipment {C) 120.000 120.000 120.000 0 0
% of use for the reporting period 5% 10% 5% 5% 20,
)

Direct Eligihle Costs 2.000 4.000 2.000 0 0

(E)= (A} / (B) % {C) = (D)

esis as for example n°1 but with a degressive depreciation model.
The direct eligible costs per reporting periods are therefore the following:

Reporting Period 1 Reporting Period 2 Reporting Period 3 Reporting Period 4 Reporting Period 5
Period in months during which

the durable equipment is used
for the project after invoicing, for i = e 8 8
the relevant reporting period (A}

Period in months of the relevant
reporting period (B)

Value of the depreciation for the

reporting period (C) B5.571.4 34.2857 1714289

% of use for the reporting period

P 5% 10% 5% 5% 2%

Direct Eligible Costs

E)=#/(B) x{Q) x (D) 3.429 3429 857 0 o

e Finaly, it isimportant to recall that, where it is the usual practice of the contractor
to consider durable equipment costs (or some of them) as indirect costs, those costs
can not be charged as direct eligible costs, but asindirect eligible costs.
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6.1.3- Travel and subsistence

6.1.4- Subcontracting

As a general rule, actual travel and related subsistence costs relating to the project
may be considered as direct eligible costs, providing it is the contractor’ s habits.

However, if such costs are incurred by a personnel and are rgimbursed by the its
legal entity (the contractor) on the basis of a lump sum/ a p& fiem, the concerned
lump sum/per diem and not the actual costsis considered gg’areligible cost.

travel and subsistence
not be charge as direct

Where it is the usua practice of the contractor to cor
costs (or some of them) as indirect costs, those cog
eligible costs, but asindirect eligible costs.

For a complete overview of direct\eligiple ¢osts for subcontracting, please consult
point 2.2.1.1 of the FP6 Financial Guideli

It must be recalled thal ton, and whatever the cost model used might be,
indirect eligible cog based on direct eligible costs of subcontracts.

mables necessary for the implementation of the project may be
asdirect eligible costs.

does not have a life expectancy greater than the duration of the work under the
contract;

= arenot placed in the inventory of durable equipment of the contractor;

= are not treated as capital expenditure in accordance with the accounting
conventions and policies of the contractor.

Where it is the usual practice of the contractor to consider consumable costs (or
some of them) as indirect costs, those costs can not be charged as direct eligible
costs, but asindirect eligible costs.
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6.2- ANNEX 2 - TABLESTO BE INSERTED IN ANNEX | TO THE CONTRACT FOR A NETWORK OF
EXCELLENCE

6.2.1- List of the researchers and doctoral studentsto beintegrated

[To be provided by Negotiation Guidelines Group]
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6.2.2- Annual distribution of the grant for integr ation

[To be provided by Negotiation Guidelines Group]
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6.3- ANNEX 3 - MAXIMUM REIMBURSEMENT RATES OF ELIGIBLE COSTS PER TYPE OF COST MODELSAND ACTIVITIES

Types of activities

Other specific activities (7

Research and innovation| . L Aon L Management of the
Instruments e Demonstration activities Training activities 4
related activities

consortium activities i
Transational access to

n Connectivity services
infrastructures L

ACFC/FCE - 100%
(up to 7% of the cortribution)
(AC: eligible direct costs)

AC/FC/FCE - 100%

e -

5 e AC/FC/FCF : 100%
Integrated project FE:;EC’? DDSS i3 F[PZaJ\fECf-; 003;_ £ ACFC/FCE - 100% (up to 7% of the cortribution)
: ° : ° (&G eligible direct costs)
5 . aeg AC/FC/FCF - 100%
Specific targeted research or innovation project F?:EC’? DDSS £ Fg:gci 0033 il (up to 7% of the cortribution)
: ° : ° (AC: eligible drect costs)

ACFC/FCE - 100%
(up to 7% of the cortribution)
(AC: eligible direct costs)

o
Cooperative Research AT Sl

for SMEs
AC/FC/FCF : 100%
ACFCIFCE - 100% (up to 7% of the contribution)
(AC: eligible direct costs)

FC/FCF © 80%

Collective Research AL 100%

Specific research project

ACFC/FCE - 100%
(up to 7% of the contribution) UF/AC : 100% ACFCIFCE - 80% ACFCFCE - 100%
(AC: eligible direct costs)

FC/FCF : 80% FCFCE : 35%

Integrated infrastructures initiative AC - 100% AL 100%

ACHFC/FCE - 100%
Classical ACFC/FCE - 100% {up to 7% of the contribution) AC/FC/FCF : 100%
(FCindirect costs : flat rate(™)) (AC: eligible direct costs) (FCindirect costs : flat rate(*))

(FCindirect costs © flat rate®))

Coordination action

ACHFC/FCE : 100%
(up to 7% of the contribution)
[AC: eligible direct costs)
(FCindirect costs : flat rate(®))

AC/FC/FCF . 100%
(FC indirect costs © fiat rate(*))

ACFC/FCE - 100%
(up to 7% of the cortribution) . o

(AC: eligible direct costs) UF/AC : 100%

(FCindirect costs : flat rate(®))

AC/FC/FCE  100%
(FC indirect costs © flat rate**))

Specific support action

i -

(*): Other specific activities means: - for Metwiork of Excellence : Jaint Programme of Activities, except management of the consortium sctivities.
- for Integrated infrastructures intistive: any specific activity covered by Annex |, including transnational access to infrastructures
- for Coordination Action: Coorcination activities
- for Specific support action: any specific activity covered by Annex |, including transnational access to infrastructures

(**); Flat rate for FC indirect costs : 20% of all their eligible direct costs minus the eligible direct costs of sub-contracts.
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6.4- ANNEX 4 : TABLE OF THE ESTIMATED BREAKDOWN OF COSTS AND RECEIPTS PER TYPE
OF ACTIVITY AND PER CONTRACTORS FOR A GRANT TO THE BUDGET (PART OF ANNEX | TO
THE CONTRACT)

(Example of an I ntegrated Project)

[To be provided by Negotiation Guidelines Group]
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6.5- ANNEX 5 - GENERAL OVERVIEW OF THE DIFFERENT FORMS C PER TYPE OF
INSTRUMENTSAND TYPE OF ACTIONS

6.5.1- Annexes |11 (Specific provisions) and VI (Forms C) per type of instruments
and type of actions A

Annex Il Annex VI

Instruments

(Specific provisions) (Forms C)

Network of excellence | ] | ] SeeBH2

Integrated project ® ® See653

Specific targeted research or innovation
project

® Seeb54

Cooperative

Research hd L SeeB.55

Specific research

project for SMEs
Collective Research L ] » SeeB56

Integrated infrastructures initiative ® ® SeeB57

for Infrastructures ® Seef59

Specific support

action

Coordination action

for Infrastructures ® ® See 5.1

As clearly mentioned in this document, there are 10 different forms C.
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6.5.2- Form C for a Network of Excellence (NoOE)

[Pages to be replaced by the relevant attached document]
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6.5.3- Form C for an I ntegrated project (1 P)

[Pages to be replaced by the relevant attached document]
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6.5.4- Form C for an Specific Targeted Resear ch or I nnovation Project (STReP)

[Pages to be replaced by the relevant attached document]

A
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6.5.5- Form C for a Specific Cooper ative Resear ch Project for SMEs (CRAFT)

[Pages to be replaced by the relevant attached document]

A

Date: 20/06/03 DRAFT Version —Not legally binding Page: 151



FP6 Financial Guidelines
This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

Date: 20/06/03 DRAFT Version —Not legally binding Page: 152



FP6 Financial Guidelines
This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

Date: 20/06/03 DRAFT Version —Not legally binding Page: 153



FP6 Financial Guidelines
This document is a draft for discussion purposes and does not reflect the official or final position of the Commission

6.5.6- Form C for a Specific Collective Resear ch Project for SMEs (Collective)

[Pages to be replaced by the relevant attached document]

A
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6.5.7- Form C for an Integrated I nfrastructures I nitiative (1°)

[Pages to be replaced by the relevant attached document]
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6.5.8- Form C for a Coordination Action (CA)

[Pages to be replaced by the relevant attached document]
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6.7- ANNEX 7: PROPOSED MODEL FOR AN AUDIT CERTIFICATE

Proposed model for an audit certificate provided by an external auditor

ption 1; one contractor / no third part => one single audit certificatg

Addressed to
[full name and the address of the contractor concerned®

We [legal name of the audit firm], established i
represented for signature of this audit certificatg by J{ name and function of an authorised
representative], hereby certify that:

e we have conducted an audit relgting to somé information declared in your Financial
Statement(s) per Activity attac) o this audit certificate and presented to the

ting documentation and accounting records deemed necessary were
order to obtain reasonable assurance®® that, in our opinion, based on our

amount of the total eligible costs ([insert amount in number] ([insert amount in
ords™])) you declared in the Box 2 of the attached Financial Statement(s) per
Activity is complying with the following cumulative conditions®™®:

a*?! and answers to your economic environment *22;

v’ they are actu

317 See head of the core-contract (if the contractor is the coordinator) or the second paragraph of article 1 of the core-contract.
%18 |t means a true and fair view.
91n EURO.

320 | n case where a part of the amount of the total eligible costs should be qualified, modify the sentence and mention only the
amount of the total eligible costs that are unqualified. The purpose of the audit certificate is to certify unqualified eligible
costs.

%21 Eligible costs are actual. They are not budgeted costs. Where actual costs are not available at the time of establishment of
the audit certificate, average employment rates can be declared as actua if they are in conformity with the accounting
principles of the contractor. In this case, please mention it. Remember that any necessary adjustments to these average rates
must be reported in the Financial Statement for the subsequent reporting period and that for the last reporting period, only
actual costs can be declared.
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v’ they are determined in accordance with your usual accounting principles®®;

v' they have been incurred during the periods covered by the Financial Statement(s)
per Activity concerned by this audit certificate®*:

[they also include the eligible costs incurred in drawing up the final reports
referred to in Article 11.7.4 of this contract, which may be incurred up to 45
calendar days after the end of the project;]**

v they are recorded in your accounts at the date of the estglfishment of this audit

certificate®®;
v they are exclusive of any non-eligible costs whichares as established in the second
paragraph of article 11.19 of your above menti act with the Commission

of the European Communities:

% interest owed;
¢+ provisions for possible future losses
% exchange losses,

% costs declared, incurrep | in respect of another Community
project;

+¢ return on capital;

ch, they are also exclusive of any additional direct eligible costs covered by
ibutions from third parties defined in indents a) and b) of Article 11.23 of your
gehtract with the Commission of the European Communities]®*”,

[they are represented according to the following cost reporting model [insert the
relevant cost reporting model] you are eligible to use for your involvement in the
specific activities aiming to provide transnational access according to article 111.13
of the above mentioned contract with the Commission of the European
Communities;]*®

%2 Article 11.19.1.9)

33 Article 11.19.1.b)

324 Article 11.19.1.0)

325 |f relevant, to be inserted only for the last audit certificate provided for this contract.
26 Article11.19.1.d)

%27 T0 be added only for contractors using the additional cost reporting model (AC).

328 To be added only for contractors involved in the specific activities aiming to provide transitional access in an Integrated
Infrastructures Initiative contract or a Specific Support Action contract.
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[As such, they are also exclusive of any additional direct eligible costs covered by
contributions from third parties defined in indents a) and b) of Article 1.23 of the
contract with the Commission of the European Communities] .

v' [they are represented according to the following basis for the conversion rate used
of EURO:

++ the conversion rate of the date where the actual costs wel

e |ncurred

period]**
» asdeclared in the Box 3 of the attached Financial Sta (S) per Activity, the total
amount of receipts™ for the periods covered by thj nancial Statement(s) per
Activity is equal to ([insert amount in number] t in words®?) ;

» [asdeclared in the Box 4 of the attached H
amount of interests yielded by the pre-fina
the European Communities for the
Statement(s) per Activity is equd i

al” Statement(s) per Activity, the total
o> you received by the Commission of
ds covered by this(those) Financial

e accounting procedures used.i
accounting rules of the 3tateg i h you are established as well as permit the direct
reconciliation betweepr’the gosfs and receipts incurred for the implementation of the

above mentioned and the overall statement of accounts

relating to your o\ activity>°;

e our company is\qualified to deliver this audit certificate in full compliance with the second
and thiyd paragraghs gf article 11.26 of the contract;

[Re
certifica

e asdeclared in the Box 6 of the attached Financial Statement(s) per Activity, you have paid
for thrs audit certificate a price equa to ([insert amount in number] ([insert amount in

32 T be added only for contractors using the additional cost reporting mode! (AC) involved in the specific activities aiming
to provide transitional accessin an Integrated Infrastructures Initiative contract or a Specific Support Action contract.

3% T be inserted only if some costs have not been incurred in EURO.

331 As defined in article 11.23 of the Annex Il (General conditions) of the FP6 model contract (except for actions to promote
human resources and mobility).

332 1n EURO.

333 As defined in article 11.27 of the Annex Il (General conditions) of the FP6 model contract (except for actions to promote
human resources and mobility).

%4 1n EURO.
3% T0 be inserted only for the coordinator.
3% Article 11.19.1.d)

337 To be inserted only for the first audit certificate provided for this contract.
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words®®] in which VAT is equal to ([insert amount in number] ([insert amount in
words®™].
Date, Signature and Stamp of the audit firm
%8 |n EURO.
%9 In EURO.
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a'a

Option 2: one contractor + third party(ies) => several audit certificat

Sub-option 2.1: the same external auditor (or public competent officer) certifies the
information provided by the contractor and by thethird party(ioes)

Sub-option 2.2: each legal entity (contractor or third party(ies)) u
auditor (or public competent officer)

a specific external

In both cases, one audit certificate per legal entity (one for the coptragtor + one for each third

party) must be provided.

The same above proposed model may be used for a
modifications (bald and underlined):

ty with the following

Addressed to

[full name and the address of the third parigconcerned®]

We [legal name of the audit firm], ished i [full address/city/state/province/country]
represented for signature of this aud tificdte by [[name and function of an authorised
representative] , hereby certify that:

aor szemént ésthﬁlished in Annex | of this contract.

that our audit was carried out in accordance with generally accepted auditing
respecting ethical rules and on the basis of the relevant provisions of the above-

The above mentioned Financial Statement(s) per Activity was(were) examined and all
tests of the supporting documentation and accounting records deemed necessary were
carried out in order to obtain reasonable assurance®? that, in our opinion, based on our
audit:

= the amount of your total eligible costs ([insert amount in number] ([insert amount in
words®*?])) you declared in the Box 2 of the attached Financial Statement(s) per
Activity is complying with the following cumulative conditions®;

30 See Annex | of the contract and Box 1 of the Financial Statement(s) per Activity.
341 See head of the core-contract (if the contractor is the coordinator) or the second paragraph of article 1 of the core-contract.
*2 |t means atrue and fair view.

33 1n EURO.
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v
v
v

81345

they are actu and answers to your economic environment>*;

they are determined in accordance with your usual accounting principles®’;

they have been incurred during the periods covered by the Financial Statement(s)
per Activity concerned by this audit certificate®®;

[they also include the €eligible costs incurred in drawing Aip the final reports
referred to in Article 11.7.4 of this contract, which m incurred up to 45
calendar days after the end of the project;]**°

they are recorded in your accounts at the date of the establishment of this audit
certificate®™;

they are exclusive of any non-eligible costs whi pstablished in the second
paragraph of article 11.19 of the above menti contract/with the Commission of

the European Communities:
< any identifiable indirect taxes, inclydin T or duties;
% interest owed;

¢+ provisions for possible futyfe\osses or charges;

X/

+» exchange losses;

«» costs declared, incurreo
project;

reipnbursed in respect of another Community

«* return on capi

ch, they are also exclusive of any additional direct eligible costs covered by

optributions from third parties defined in indents a) and b) of Article I1.23 of the

ontract with the Commission of the European Communities]**".

3% | n case where a part of the amount of the total eligible costs should be qualified, modify the sentence and mention only the
amount of the total eligible costs that are unqualified. The purpose of the audit certificate is to certify unqualified eligible

costs

35 Eligible costs are actual. They are not budgeted costs. Where actual costs are not available at the time of establishment of
the audit certificate, average employment rates can be declared as actual if they are in conformity with the accounting
principles of the contractor. In this case, please mention it. Remember that any necessary adjustments to these average rates
must be reported in the Financial Statement for the subsequent reporting period and that for the last reporting period, only
actual costs can be declared.

38 Article 11.19.1.8)
%7 Article 11.19.1.b)
38 Article 11.19.1.0)

39 |f relevant, to be inserted only for the last audit certificate provided for this contract.
30 Article 11.19.1.d)

%1 To be added only for resources of third parties using the additional cost reporting model (AC).
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v [they are represented according to the following cost reporting model [insert the
relevant cost reporting model] you are eligible to use for your involvement in the
specific activities aiming to provide transnational access according to article 111.13
of the above mentioned contract with the Commission of the European
Communities;]®?

[As such, they are also exclusive of any additiona direct eligible costs covered by

of EURO:
« the conversion rate of the date where the g

¢ the rate applicable on the first day of th
period]®*

e accounting procedures used.i g of your eligible costs and receipts respect the

reconciliation betweepr’the gosfs and receipts incurred for the implementation of the
Gt above mentioned and the overall statement of accounts
relating to your o\ i nask/activity >

e our company is\qualified to deliver this audit certificate in full compliance with the second
and thiyd paragraghs gf article 11.26 of the contract;

[Re
certifica

e asdeclared in the Box 6 of the attached Financial Statement(s) per Activity, you have paid
for thrs audit certificate a price equa to ([insert amount in number] ([insert amount in

%2 To be added only for resources of third parties involved in the specific activities aiming to provide transitional access in
an Integrated Infrastructures Initiative contract or a Specific Support Action contract.

353 To be added only for resources of third parties using the additional cost reporting model (AC) involved in the specific
activities aiming to provide transitional access in an Integrated Infrastructures Initiative contract or a Specific Support Action
contract.

%4 To be inserted only if some costs have not been incurred in EURO.

%5 As defined in article 11.23 of the Annex Il (General conditions) of the FP6 model contract (except for actions to promote
human resources and mobility).

36 |n EURO.
37 Article 11.19.1.d)

38 To be inserted only for the first audit certificate provided for this contract.
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words®®] in which VAT is equal to ([insert amount in number] ([insert amount in
words*®].

e A second original of this audit certificate is also sent to the attention of [full name
and the address of the contractor concerned]

Date, Signagdre andl Stamp of the audit firm

%9 |n EURO.
30 |n EURO.
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THE TYPE OF GRANT

Types of instruments andior actions /
Types of reports

Network of excellence

Integrated project

Specific targeted research or innovation
project

Cooperative

research
Specific research

project for SMEs
Collective research

Integrated infrastructures initiative

Classical
Coordination action

For Infrastructures

Classical

through Grant to
the Budget

Classical
through Lump Sum

Specific Support
Action

For Infrastructures

Date: 3

Activity report

Management

Periodic Reports

Report of
distribution of

[eROlt the grant

Annex

Any other report
requested by any

Final Reports

Report of
distribution of
the grant

Any other report
requested by any
Annex

Updated
implementation
plan f JPA

Management Payment

Activity report report requests
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6.9- ANNEX 9: FINANCIAL GUIDELINES—EXECUTIVE SUMMARY

1- First Principles

> The Financial Regulation of the Communities®, and the Rules for participation and
dissemination of the results of the Sixth Framework Programme (6FP)**?, establish the
basic principles for the Community financial contribution to indirect actions in the 6FP.
This contribution can be made either :

e by meansof acall for tenders (public procurement), or *%%
e moreusually, by means of acall for proposals (grant).3

» In addition to the two different procedures (call for ten
differences relating to the amount and nature of contribution. Whereas
public procurement consists of the payment of ice for goods or services
rendered, grants are limited to a contribution te’ceftain costs/{or in special cases a lump
sum payment) incurred by the beneficiary. 'I}ér , publ < procurement permits a profit
whereas grants forbid any profit.

| for proposals) there are

» Usualy, the Community financial cont lon to indirect actions (research and
development projects) under the 6EP\will e by means of grants (public procurement is

instruments will be financed ean§ of a grant (other specific support actions,
integrated projects, networks of e, specific targeted projects, coordination actions
specific actions for SM d jntegratéd infrastructure initiatives).

ya
361Regulation (EC, EURA?&M)@{G X00R 06f the Council of 25 June 2002 regarding the Financial Regulation applicable to
the general budget of the [Europgan Commimities — OJ L248 of 16.9.2002, pages 1 a 48.

%2 Regulation of Europeah Parlizrqent arfd of the Council relating to the rules for participation of enterprises, research centres
and universities and ules ig \gdtion of the results of research for the implementation of the sixth framework programme
of the European £omnyunity (2002-2006) —adopted by Council on 5.11.2002.

%3 Title Vv, Chapter 1, Sectjon 1| Article 88, Paragraph 1 of Regulation n°1605/2002 of the Council of 25 June 2002

« Public Zon racts for pecuniary interest concluded in writing by a contracting authority within the
meani d 168, in order to obtain, against payment of a price paid in whole or in part from the budget,
the su ( gvable or immovable assets, the execution of works or the provision of services.

These
() bui

(c) warkg contracts;

(d) service contracts »

%4 Articles 9.2b) and 14.1b) of the Regulation of European Parliament and of the Council relating to the rules for participation of
enterprises, research centres and universities and rules of dissemination of the results of research for the implementation of the
sixth framework programme of the European Community (2002-2006).

%5 Title VI, Chapter 1, Section 1, Article 107, Paragraph 1 of Regulation n°1605/2002 of the Council of 25 June 2002
« Grants are direct financial contributions, by way of donation, from the budget in order to finance:
(a) either an action intended to help achieve an objective forming part of a European Union policy;

(b) or the functioning of a body which pursues an aim of general European interest or has an objective forming part of
a European Union policy.

They shall be covered by a written agreement. »

6 Article 14.1 of the Regulation of European Parliament and of the Council relating to the rules for participation of enterprises,
research centres and universities and rules of dissemination of the results of research for the implementation of the sixth
framework programme of the European Community (2002-2006).

%7 Articles 9.2b) and 14.1 of the Regulation of European Parliament and of the Council relating to the rules for participation of
enterprises, research centres and universities and rules of dissemination of the results of research for the implementation of the
sixth framework programme of the European Community (2002-2006).
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2 - Nature of the grant

» The Rules for Participation allow the Community contribution to a grant to be made in
one of two forms:

e Lump sum payments®®

e Reimbursement of eligible costs®™® (« Grant to Budget » et « G

nt to Integration »)

» The use of lump sums or fixed rate amounts is limited by the’Firiancia Regulation to

6FP for certain specific support actions and certain h
(Certain kinds of reimbursements of eligible costs ce
agreement of the participant eg. fixed rate reimduypéement for/Overheads in certain cost
models or certain actions) 4

» The vast majority of indirect actions under thg 6FPAVill be financed by means of grantsin
the form of reimbursement of eligible costs.

3 - Principles applicable to grantswhich reimbur se ligible costs

» The Community financial contriputi
conform to the principl
Implementing Rules®,
including:

tg/grants which reimburse eligible costs must
¥e&ablished by the Financial Regulation®”, its
/6rk Programme®? and its Rules for Participation®”

e Theprinciple
e Theprinciple
e Theprinciple

These prifciples must|be followed at the level of the project itself.

4-Th Cﬁn}n ni

e [The unt of the Community financial contribution is determined by a number of
factorg including the instrument, the activity, the cost model, the amount of any

y financial contribution

%8 Article 14.1 b) of the Regulation of European Parliament and of the Council relating to the rules for participation of

enterprises, research centres and universities and rules of dissemination of the results of research for the implementation of the
sixth framework programme of the European Community (2002-2006).

%9 Articles 14.1 a) and 14.1 c) of the Regulation of European Parliament and of the Council relating to the rules for participation
of enterprises, research centres and universities and rules of dissemination of the results of research for the implementation of
the sixth framework programme of the European Community (2002-2006).

% Title VI — Chapter 2 « Grant principles » — Article 109 — paragraphs 1 and 2 of Regulation n°1605/2002 of Council of 25 June
2002

Title VI — Chapter 2 « Grant principles » — Article 113 — Regulation n°1605/2002 of Council of 25 June 2002

%71 Article 163 « Rule of non-profit » - paragraph 1 of the Regulation of the Commission regarding the implementing rules of

Regulation n°1605/2002 — SEC (2002) 835 final of 24.7.2002.

372

Annex Il — Section 2 — paragraph 5 of the Decision of the European Parliament and Council n°1513/2002/EC of 27 June
2002

Annexe Ill — Section 2 — table — footnote page (1) of the Decision of the European Parliament and Council n°1513/2002/EC of
27 June 2002

373 Article 14 « Community financial contribution » — Paragraph 2 (d) of the Regulation of European Parliament and of the
Council relating to the rules for participation of enterprises, research centres and universities and rules of dissemination of the
results of research for the implementation of the sixth framework programme of the European Community (2002-2006).
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receipts to the project and the Community framework state aids in the area of research
and development.

a. Cost Model Applicability

e The cost models are applicable to all instruments in the Sixth Framework
Programme where the Community contribution is a grant for integration (Networks of
Excellence) or a grant to the budget (Integrated Projects, Spegitic Targeted Projects,
Specific Actions for SMEs, Integrated Infrastructure atives*, Coordination
Actions, and certain Specific Support Actions). They ¢o not apply to those
instruments where the Community financial contributig lump sum grant (certain
Specific Support Actions and certain Actions prg human resources and
mobility).
e For some actions promoting human resources’and mob
the cost model is applied.

a specialised version of

b. Cost Models

e Additional Costs
- al eligible direg if10A3
rateis 20% of all[direef additi:

the Contractor that are associated directly to the project and are not covered by any
ther sources of funding.

Direct additional costs of personnel can include:

- personnel with atemporary contract for working under the Community contract
concerned ;

- personnel with atemporary contract with aview to completing a doctorate ;

- personnel whose employment contract depends wholly or in part on additiona
external financing. In this case, costs charged to the project must exclude all costs
covered by normal recurring financing.

e Indirect costs are, for those working on the full cost model, al eligible costs
determined by the contractor, in accordance with its usual accounting practices,
which are not directly attributable to the project but are incurred in relation to the
direct costs of the project. For those contractors using either of the flat rate models
(FCF, AC) aflat rateis applied to the direct costs and is deemed to cover the indirect
Ccosts.
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c. Accesstothe Cost Models

Access to a cost model depends on the type of legal entity concerned:

¢ All legal entities can use the FC model with the exception of physical persons;

e Physical persons must use the AC mode!;

e Non-commercial or non-profit organisations established either ynder public law or
private law and international organisations may choose one of the AC, FCF or FC
models. However, only those non-commercial or non-profit/Organisations established
either under public law or private law and international orgahisdtions which do not have

ndirect costs relating to

the project to be distinguished may opt for the AC mog¢l
e SMEs have the choice between the FC and FCF m

d. Use of a Cost Model
Each contractor must apply the same cost rg

under
the Sixth Framework Programme. Ho

portiig model in al contracts established

b AC model in afirst contract can
ract. If it does s0, it must then use

contragtor they may be considered as eligible costs to the project but are not be
consrlered to be receipts.

Where contributions from third parties are used by the contractor for the project, the latter
isrequired to inform the third party of this use, in accordance with the national legidlation
or practice in force.

In the case of income generated by the project itself, any income generated by the project
itself, including the sale of assets bought for the project (limited to the initial cost of
purchase) are considered as income to the project (eg. admission fee to a conference
carried out by the consortium; sale of the proceedings of such a conference; sale of
equipment bought for the project etc.)

The table reproduced below and explained in detail in the Financial Guidelines indicates
the maximum reimbursement rates per instrument, per activity and per cost model for al
indirect actions.
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Research and

Maximum reimbursement technological . A - A Management of the Other specific activities
. Demonstration activities Training activities ) A
rates of eligible costs development or consortium activities *)

innovation activities

e - -

100%
(up to 7% of the contribution) 100%
(AC : eligible direct costs)

Integrated project FCIFCF  50% FCIFCF  35% 100% (ugto 7% 0}??:10/50ntribution)
. . 0
AC:100% AC : 100% /AC : eligible direct costs)
Specific t ted
repsicz-llrlzch s:g:ﬁneovation FCIFCF : 50% FCIFCF : 35% (up to 7% 0}??:10/50ntribution)
. . 0
project AC:100% AC : 100% (AC : eligible direct costs)

100%
(up to 7% of the contribution)
(AC : eligible direct costs)

Specific research project FC/FCF : 50%
for SMEs AC : 100%

%
(fef collective researdh only)

100%
(up to 7% of the contribution) 100%
(AC : eligible direct costs)

Integrated infrastructures FC/FCF : 50% FC/FCF : 35%
initiative AC : 100% AC : 100%

100%
N ! 100% (up to 7% of the contribution) 100%
Coordination action (FC indirect costs : flat rate(**)) (AC : eligible direct costs) (FC indirect costs : flat rate(**))

(FC indirect costs : flat rate(**))

100%
e : (up to 7% of the contribution) 100%
Specific support action (AC : eligible direct costs) (FC indirect costs : flat rate(**))
(FC indirect costs : flat rate(**))

(*): Other specific activities means: for rk of Excelfence : Joint Programme of Activities, except management of the consortium activities.
- for Iptegrated il tructures initiative: any "specific activity" covered by Annex I, including transnational access to infrastructures
- for Coory Action: Coordination activities, except management of the consortium activities
- for Spécific support action: any "specific activity" covered by Annex I, including transnational access to infrastructures

(*): Flat rate for FC indirect costs : 20% of all theipligible diregt costg minug'the eligible direct costs of sub-contracts.

e Audit certifig t@ﬁ

An audit certiflcatesyeguired from each contractor at some point during the life of the

tify the costs claimed. It is provided by the contractor’s own external

auditgr/(or injth of public body it may be provided by a competent public officer).
qarefr ursed via the management activity of the project (100% funding).

projects and networks of excellence, audit certificates are provided each
contractor.

5 - Subcontracts

Contractors are expected to have the resources necessary to carry out the work required
by the project. In certain circumstances, though, it is more economic or efficient to
subcontract some aspects of the work. When work is to be subcontracted it must be
identified in the technical annex to the contract (Annex 1). Subcontracts must be
awarded by means of competitive tender following the national legislation in force.
This means that, depending on the size and nature of the subcontract, the public
tendering procedure may take different forms ranging from the simplest to more
complex (e.g. negotiated, restricted; open; competition). In avery simplified procedure,
at least three different offers have to be recelved and evaluated against common
established criteria, to ensure that each of them is treated fairly and equitably. Any
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subcontract that is not identified in the technical annex to the contract must be limited to
minor services and supplies, to which the public tendering rules apply.

6 - Collective responsibility

All contracts with more than one contractor impose technical colfective responsibility
on the partners to carry out the work of the project.

Most contracts impose financial collective responsibility/(a” actions except SME
specific actions, fellowships and certain specific support getions) upon the contractors to

responsibility.
In cases of termination for breach of contra

Any amount un :iulyaid by the Commission to a contractor has to be reimbursed to the
¥S and date specified by it. In addition, in certain circumstances
be [penalised by means of the imposition of liquidated damages. This
ount overclaimed must be reimbursed to the Commission and, in
amounting to a percentage of the overclaim must also be paid.

contract can be terminated for reasons of irregularity or for violation of
tal ethical principles.
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