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Article II.8  II.13 of ECGA – No financial issues  
 

PART "B": FINANCIAL PROVISIONS 

SECTION 1: GENERAL FINANCIAL PROVISIONS 

Article II.14 of ECGA – Eligible costs of the project  
 
Principle 
 
Maximum EC grant is based on an estimation of eligible costs prepared by the partners and 
negotiated with the Commission (see Article 5 of ECGA), to which the reimbursement rate is 
applied according to the activity and type of organisation. 
 
Estimation of eligible costs of the project must be shown in detail in the provisional budget 
included in the Grant Preparation Forms (GPF) and subsequently in the technical Annex (Annex I 
to ECGA).  
 
In order to be considered for reimbursement, costs incurred by the beneficiaries in the course of 
the project, must satisfy the eligibility criteria laid down by the ECGA. It must be stressed that 
subject to these criteria, it is always the Commission which takes the final decision on the nature 
and amount of the costs to be considered eligible, either when analysing proposals for the 
establishment of the estimated budget to be annexed to the ECGA or when examining financial 
statements for the purposes of determining the EC contribution. 
 

Article II.14.1 – Eligibility criteria  
 
To be considered eligible costs must be: 
 

• actual (Article II.14.1.a) of ECGA 
 

Costs must be actually incurred (actual costs). That means that they must be real and not 
estimated, budgeted or imputed. 
 
Where actual costs are not available at the time of establishment of the certificate on the 
financial statements, the closest possible estimate can be declared as actual if this is in 
conformity with the accounting principles of the beneficiary. This must be mentioned in 
the financial statement. Any necessary adjustments to these claims must be reported in the 
financial statement for the subsequent reporting period.  
 
For the last period the costs should be submitted based on the information available at the 
moment of preparing the financial statement. 

 
Specific case of average personnel costs  
 
Only actual costs are in principle eligible for cost reimbursement. 
 
Beneficiaries may opt to declare average personnel costs if consistent with the 
management principles and usual accounting practices and if based on a certified 
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methodology approved by the Commission as described in Section 2 of Part A (Article 
II.4 of ECGA). These costs are deemed not to significantly differ from actual personnel 
costs. 

 
Such a certificate needs to be issued in accordance with the provisions laid down in 
Article II.4 of ECGA and the relevant part of Form E in Annex VII to the ECGA. 
 
A beneficiary could opt to declare real costs for non-permanent staff and provide a 
certificate of average costs for permanent personnel. This should be explained in the 
methodology submitted to the Commission. For more information on average costs please 
refer to Article II.4.4. 

 
• incurred by the beneficiary (Article II.14.1.b) of the ECGA)  

 
Supporting documents proving occurrence, the bookkeeping and the payment of the costs 
by the beneficiaries must be kept for all costs and for up to five years after the end of the 
project.  
 

 
• incurred during the duration of the project, with the exception of costs relating to final reports 

and certificates on the financial statements (Article II.14.1.c) of the ECGA) 
 

Only costs generated during the lifetime of the project can be eligible; as a result the 
period during which the project starts determines the period of eligibility of the 
corresponding costs (Article 2 of the ECGA – Duration and start date of the project). 
However, for beneficiaries working on accrual accountancy basis, the date when the costs 
are incurred is the date when they are entered into the books. Therefore, for these 
beneficiaries' costs relating to e.g. travels, may be potentially eligible if the invoices 
documenting them were entered into the books after the start date of the project. In this 
sense, costs must be incurred during the duration of the project, which does not necessarily 
mean that the cost has in fact to be paid during that period. 
 
E.g. Salaries of staff for the last month of the project which are paid following the end of 
the project. 
 
The ECGA foresees an exception for costs incurred in relation to final reports and reports 
corresponding to the last period as well as certificates on the financial statements when 
requested at the last period and final reviews if applicable. These costs may be incurred 
during the period of up to 60 days after the end of the project or the date of termination, 
whichever is earlier. 

 
It may be that despite that the ownership of the good has actually been transferred or the 
service provided some costs have not yet been paid when the request for the final 
payment is sent. This situation is acceptable if it is certain that a debt exists (invoice or 
equivalent) for services or goods actually supplied during the lifetime of the project and 
the final cost is known; the Commission is entitled to check whether payment was actually 
made by asking for supporting documents to be produced when the payment has been 
made or during an ex post audit carried out later. 

 
Where actual costs are not available at the time of establishment of the certificate on the 
financial statements, the closest possible estimate can be declared as actual if this is in 
conformity with the accounting principles of the beneficiary. This must be mentioned in 
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the financial statement. Any necessary adjustments to these claims must be reported in the 
subsequent reporting period. 

 
For the last period the costs should be submitted based on the information available at the 
moment of preparing the financial statement. 
 
Costs related to the drafting of the Consortium Agreement are not eligible insofar the 
Consortium Agreement is deemed to have been concluded by the time of the signature of 
the GA, in other words, it must be finalised before (Article 1 of the ECGA).  
 
Can depreciation costs for equipment used for the project but bought before the start of 
the project be eligible?  
If the equipment has not yet been fully depreciated according to the usual accounting 
practices of principles of the beneficiary, then the remaining depreciation (according to the 
amount of use, in percentage and time) can be eligible under the project.  
 
Example: 

Equipment bought in January 2005, with a depreciation period of 48 months according to 
the beneficiary accounting practices. If a GA is signed in January 2007 (when 24 months of 
depreciation have already passed), and the equipment is used for this ECGA, the beneficiary 
can declare the depreciation costs incurred under the project for the remaining 24 months. 

 
Costs related to preparing and submitting the proposal can never be charged to the project. 

 
• Determined according to the usual accounting and management principles and practices of the 

beneficiary identifiable and verifiable (Article II.14.1.d) of the ECGA) 
 

Costs must be determined according to the applicable accounting rules of the country 
where the beneficiary is established and "according to the usual accounting and 
management principles and practices of the beneficiary". However, this principle is not 
absolute; it must be considered together with the other eligibility criteria, and therefore 
could not be invoked in order to deviate from other provisions of the ECGA. 
 
Example: VAT could be considered as a cost by the accounting of a beneficiary, but this 
cannot be used to claim it as an eligible cost with an FP7 project, as VAT is not an 
eligible cost (article II.14.3.a) 
 
This also means that they do not have the possibility to create specific accounting 
principles for FP7 projects (e.g. a bonus payment for researchers only for the time spent 
on EC projects). If in their usual accounting principles a particular cost is always 
considered as an indirect cost they have to consider it also as an indirect cost in an FP7 
indirect action. An exception to this is when a beneficiary needs to introduce changes in 
order to bring its "usual accounting principles and practices" in line with other provisions 
of the Grant Agreement. It is clear than in that case those changes are not only possible but 
compulsory. 
Example: time recording practices, indirect cost calculations, productive hour's 
approaches... 
 
Costs which cannot be justified are, as a matter of principle, to be considered not eligible. 
The grant agreement states that "the beneficiary's internal accounting and auditing 
procedures must permit direct reconciliation of the costs and revenue declared in respect 
of the action with the corresponding accounting statements and supporting documents".  
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The purpose of this provision is to give some assurance about the source of the costs and 
receipts declared, which must come directly from the beneficiary’s accounts and be 
backed up by appropriate supporting documents. However, when the beneficiary opts to 
charge indirect costs using a flat rate, by definition these indirect costs do not need to be 
backed up by supporting evidence  (see Article II.15.b and c of ECGA). 
 
More explanations on the justification and recording of costs are given in Article II.15 of 
ECGA. 

 
• used for the sole purpose of achieving the objectives of the project and its expected results, in a 

manner consistent with the principles of economy, efficiency and effectiveness (Article II.14.1.e) 
of ECGA) 

  
These costs must be essential for the performance of the project and would not be incurred 
if the project did not take place.  The concept of correctly matching estimated costs and 
expected achievements is a fundamental criterion: the beneficiary must be able to justify 
the resources used to attain the objectives set. The Community grant must not be diverted 
to finance other projects or other activities. 

 
The principles of economy, efficiency and effectiveness: 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 and the 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. 
 
Costs must be reasonable and comply with the principles of sound financial management, 
with the objectives of the project and with the formal aspects of the reporting of this 
expenditure, including the follow-up of the budget in terms of budget allocation and 
schedule of the cost. 

 
• recorded in the accounts of the beneficiary and, in the case of any contribution from third 

parties,  recorded in the accounts of the third parties (Article II.14.1.f) of the ECGA)  
 
• have been indicated in the estimated overall budget annexed to the ECGA – Annex I (Article 

II.14.1.g) of the ECGA)  
 

When the maximum EC financial contribution is determined, the eligible costs will appear 
in the estimated budget. It is possible, without a supplementary agreement, to authorise 
certain transfers of costs between eligible cost items in the estimated budget within the 
overall amount of eligible costs, in the conditions mentioned in Article 5.2 of the ECGA. 

 
Costs like personnel, durable equipment, travel and subsistence, subcontracting, 
consumables, etc. may be considered as eligible costs, provided they meet the definition of 
eligible costs in the ECGA and are incurred in the context of the activities permitted by the 
instrument (see examples in Article II.15 of the ECGA). 
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