ANNEX 2 — ELIGIBLE AND INELIGIBLE COSTS AND CONTRIBUTIONS

In order to be eligible, costs and contributions must meet the eligibility conditions set out in
this ANNEX 2.

1 General eligibility conditions
The general eligibility conditions are the following:
(a) for actual costs:

(1) they must be actually incurred by the beneficiary

(i) they must be incurred in the period set out in Article 4 (with the exception of costs
relating

to the submission of the final periodic report, which may be incurred afterwards; see
Article 21)

(iii) they must be declared under one of the budget categories set out in Annex 1

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

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

the beneficiary is established and with the beneficiary’s usual cost accounting practices
(vi) they must comply with the applicable national law on taxes, labour and social security
and

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

(b) for unit costs or contributions (if any):

(i) they must be declared under one of the budget categories set out in Annex 1

(i) the units must:

- be actually used or produced by the beneficiary in the period set out in Article 4

(with the exception of units relating to the submission of the final periodic report,

which may be used or produced afterwards)

- be necessary for the implementation of the action and

(iii) the number of units must be identifiable and verifiable, in particular supported by records
and documentation.

(c) for flat-rate costs or contributions (if any):

(1) they must be declared under one of the budget categories set out in Annex 1

(i) the costs or contributions to which the flat-rate is applied must:

- be eligible

- relate to the period set out in Article 4 (with the exception of costs or contributions
relating to the submission of the final periodic report, which may be incurred
afterwards)

(d) for lump sum costs or contributions (if any):

(i) they must be declared under one of the budget categories set out in Annex 1

(i1) the work must be properly implemented by the beneficiary in accordance with Annex 1
(iii) the deliverables/outputs must be achieved in the period set out in Annex 1 (with the



exception of deliverables/outputs relating to the submission of the final periodic report,
which may be achieved afterwards)

(e) for unit, flat-rate or lump sum costs or contributions according to usual cost accounting
practices (if any):

(1) they must fulfil the general eligibility conditions for the type of cost concerned

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

(F) for financing not linked to costs (if any): the results must be achieved or the conditions
must be fulfilled as described in Annex 1.

In addition, for direct cost categories (e.g. personnel, travel & subsistence, subcontracting and
other direct costs) only costs that are directly linked to the action implementation and can
therefore be attributed to it directly are eligible. They must not include any indirect costs (i.e.
costs that are only indirectly linked to the action, e.g. via cost drivers).

2 Specific eligibility conditions for each budget category

For each budget category, the specific eligibility conditions are as follows:
Direct costs

A. Personnel costs

A.1 Costs for employees (or equivalent) are eligible as personnel costs if they fulfil the
general

eligibility conditions and are related to personnel working for the beneficiary under an
employment

contract (or equivalent appointing act) and assigned to the action.

They must be limited to salaries, social security contributions, taxes and other costs linked to
the remuneration, if they arise from national law or the employment contract (or equivalent
appointing act) and be calculated on the basis of the costs actually incurred, in accordance

with the following method:
{daily rate for the person multiplied by number of day-equivalents worked on the action (rounded up or down to
the nearest half-day)}.

The daily rate must be calculated as:

{annual personnel costs for the person divided by 215}.

The number of day-equivalents declared for a person must be identifiable and verifiable

The total number of day-equivalents declared in EU grants, for a person for a year, cannot be
higher than 215.

The personnel costs may also include supplementary payments for personnel assigned to the
action (including payments on the basis of supplementary contracts regardless of their
nature), if:

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

- the criteria used to calculate the supplementary payments are objective and generally
applied

by the beneficiary, regardless of the source of funding used.



A.2 and A.3 Costs for natural persons working under a direct contract other than an
employment

contract and costs for seconded persons by a third party against payment are also eligible
as

personnel costs, if they are assigned to the action, fulfil the general eligibility conditions and:
(a) work under conditions similar to those of an employee (in particular regarding the way the
work is organised, the tasks that are performed and the premises where they are performed)
and

(b) the result of the work belongs to the beneficiary (unless agreed otherwise).

They must be calculated on the basis of a rate which corresponds to the costs actually
incurred for

the direct contract or secondment and must not be significantly different from those for
personnel

performing similar tasks under an employment contract with the beneficiary.

A.4 The work of SME owners for the action (i.e. owners of beneficiaries that are small and
medium sized

enterprisesio not receiving a salary) or natural person beneficiaries (i.e. beneficiaries that

are natural persons not receiving a salary) may be declared as personnel costs, if they fulfil

the general eligibility conditions and are calculated as unit costs.

A.5 The work of volunteers for the action (i.e. persons who freely work for an organisation,
on a non-compulsory basis and without being paid) may be declared as personnel costs, if and
as declared eligible in the call conditions, if they fulfil the general eligibility conditions and
are calculated as unit costs.

They:

- may not exceed the maximum amount for volunteers for the action (which corresponds to
50% of the total (ineligible and eligible) project costs and contributions estimated in the
proposal)

- may not exceed the maximum amount for volunteers for each beneficiary set out in Annex 1
- may not make the maximum EU contribution to costs higher than the total eligible costs
without volunteers.

If also indirect costs for volunteers are declared eligible in the call conditions, the amount of
indirect costs may be added to the volunteers costs category in Annex 1.

B. Subcontracting costs

Subcontracting costs for the action (including related duties, taxes and charges, such as non
-deductible or non-refundable value added tax (VAT)) are eligible, if they are calculated on
the basis of the costs actually incurred, fulfil the general eligibility conditions and are
awarded using the beneficiary’s usual purchasing practices — provided these ensure
subcontracts with best value for money (or if appropriate the lowest price) and that there is no
conflict of interests (see Article 16).

Beneficiaries that are ‘contracting authorities/entities’ within the meaning of the EU
Directives on public procurement must also comply with the applicable national law on
public procurement.

Subcontracting may cover only a limited part of the action.

The tasks to be subcontracted and the estimated cost for each subcontract must be set out in
Annex 1

and the total estimated costs of subcontracting per beneficiary must be set out in Annex 1 (or
may



be approved ex post in the periodic report, if the use of subcontracting does not entail
changes to the Agreement which would call into question the decision awarding the grant or
breach the principle of equal treatment of applicants; ‘simplified approval procedure’).

C. Purchase costs

Purchase costs for the action (including related duties, taxes and charges, such as non-
deductible or non-refundable value added tax (VAT)) are eligible if they fulfil the general
eligibility conditions and are bought using the beneficiary’s usual purchasing practices —
provided these ensure purchases with best value for money (or if appropriate the lowest price)
and that there is no conflict of interests (see

Article 16).

Beneficiaries that are ‘contracting authorities/entities’ within the meaning of the EU
Directives on public procurement must also comply with the applicable national law on
public procurement.

C.1 Travel and subsistence

Purchases for travel, accommodation and subsistence must be calculated as follows:

- travel: on the basis of the costs actually incurred and in line with the beneficiary’s usual
practices on travel

- accommodation: on the basis of the costs actually incurred and in line with the beneficiary’s
usual practices on travel

- subsistence: on the basis of the costs actually incurred and in line with the beneficiary’s
usual practices on travel .

C.2 Equipment

Purchases of equipment, infrastructure or other assets specifically for the action (or
developed as part of the action tasks) may be declared as full capitalised costs if they fulfil
the eligibility conditions applicable to their respective cost categories.

‘Capitalised costs’ means:

- costs incurred in the purchase or for the development of the equipment, infrastructure or
other assets and,

- which are recorded under a fixed asset account of the beneficiary in compliance with
international accounting standards and the beneficiary’s usual cost accounting practices.

If such equipment, infrastructure or other assets are rented or leased, full costs for renting or
leasing are eligible, if they do not exceed the depreciation costs of similar equipment,
infrastructure or assets and do not include any financing fees.

C.3 Other goods, works and services

Purchases of other goods, works and services must be calculated on the basis of the costs
actually incurred.

Such goods, works and services include, for instance, consumables and supplies, promotion,
dissemination, protection of results, translations, publications, certificates and financial
guarantees, if required under the Agreement.

D. Indirect costs
Indirect costs will be reimbursed at the flat-rate of 7% of the eligible direct costs, except
volunteers costs and exempted specific cost categories, if any.

3 Ineligible costs and contributions

The following costs or contributions are ineligible:

(a) costs or contributions that do not comply with the conditions set out above , in particular:
(i) costs related to return on capital and dividends paid by a beneficiary



(ii) debt and debt service charges

(iii) provisions for future losses or debts

(iv) interest owed

(v) currency exchange losses

(vi) bank costs charged by the beneficiary’s bank for transfers from the granting authority
(vii) excessive or reckless expenditure

(viii) deductible or refundable VAT (including VAT paid by public bodies acting as public
authority)

(ix) costs incurred or contributions for activities implemented during grant agreement
suspension (see Article 31)

(x) in-kind contributions by third parties

(b) costs or contributions declared under other EU grants (or grants awarded by an EU
Member

State, non-EU country or other body implementing the EU budget), except for the following
cases:

(i) Synergy actions: not applicable

(ii) if the action grant is combined with an operating granti1 running during the same period
and the beneficiary can demonstrate that the operating grant does not cover any (direct

or indirect) costs of the action grant

(c) costs or contributions for staff of a national (or regional/local) administration, for
activities that

are part of the administration’s normal activities (i.e. not undertaken only because of the
grant)

(d) costs or contributions (especially travel and subsistence) for staff or representatives of EU
institutions, bodies or agencies

(e) other :

(i) country restrictions for eligible costs: not applicable

(ii) costs or contributions declared specifically ineligible in the call conditions.

4 Consequences of non-compliance
If a beneficiary declares costs or contributions that are ineligible, they will be rejected.
This may also lead to other measures described in Article 19.



