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• 15:30 – 16:00 | Q&A session

Welcome!
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Introduction to finances in HE



Key facts

• Budget is an estimation (see H2020 GA 
Art.4.1, HE GA Art.5.4): you need to try to 
foresee all costs.

• Financial Report can consist of only actual 
(or unit-based) costs incurred when 
implementing the project.

• Budgeting and Reporting will never be 
exactly the same: it would actually be 
quite suspicious…

• However, they should not differ too much. 
But how much is too much?



Rule #1: 

We are spending the “Taxpayers’ money”:

Horizon 2020 / Horizon Europe is a 

public grant!

As a minimum, all parties must respect the 

principles of good accounting and 

“housekeeping” as set by their own national 

legislation.

Basic financial principles 
in the context of EU R&I projects (1)



Cost vs Price: What is the difference? 

• It is called COST reimbursement for a good 
reason…

• No commercial “rates”

• No “profit”

• No “overheads”

Rule #2: 

Basic financial principles 
in the context of EU R&I projects (2)



Basic financial principles 
in the context of EU R&I projects (3)

Rule #3: 

All costs to be reported to the project must be:

ELIGIBLE



12

Accounted costs of 
the project

ELIGIBLE 
COSTS

DIRECT COSTS:
Personnel, subcontarcting, 

other, travel, equipment

INDIRECT 
COSTS

NON-ELIGIBLE 
COSTS

Unforeseen 
costs

Out-dated 
costs

Unjustified 
costs

Price!

The EU cares about this! The EU is not interested 
in this AT ALL

Project costs vs. Eligible costs



What makes any cost 
a DIRECT cost:

Can be directly linked to the project

• The Beneficiary must prove the link between the project 

and the cost

• Example: travel costs to Brussels - link: project meeting in 

Brussels, reported in the (periodic) reports

Can be proportionated to the project

• The Beneficiary must provide evidence on the “usage-

rate”

• Example: salary cost of a staff member - timesheets show 

the link and help identify the involvement level



What makes any cost 
an INDIRECT cost:

Cannot be measured directly due to practical or 
administrative reasons:
• Overheads or running costs

• Equipment or staff costs, if cannot be proportionated or 

linked to the project

• Any other costs with no link to the project (e.g. travel 

“forgotten” to be reported, equipment fully depreciated, 

etc.)



Direct Cost Categories
• Personnel costs (A)

• as actual costs
• as unit costs

• Subcontracting (B)
• as actual costs only!

• Purchase costs (C)
• Travel costs – as actual costs only! (C1)
• Equipment and infrastructure costs- as actual costs only! (C2)
• Other goods and services – as actual costs only! (C3)

• Other costs (D)
• Financial support to Third Parties (FSTP) (D1)
• Internally invoiced goods and services (D2)
• Transnational access cost to Research Infrastructure (D3) 
• Virtual access cost to Research Infrastructure (D4) 
• PCP/PPI (D5)
• Euratom Cofund staff mobility costs (D6)
• ERC Additional funding (D7)
• ERC Additional funding – SC, FSTP, IIGS (D8)



Indirect Costs

FLAT-RATE overheads

For all beneficiaries: 25% on the top of the total 
direct eligible costs, excluding:

• Subcontracting

• Costs of in-kind contribution to third parties 
which are not used on the beneficiary’s 
premises

• Costs of providing financial support to third 
parties

• Lump-sums or unit costs

It’s automatically added to the direct costs. 



Funding rates 

“One project – One Rate” principle

• 100% reimbursement for all in Research and Innovation 

Actions (RIA) and in Coordination and Support Actions 

(CSA)

• 70% reimbursement in Innovation Actions (IA) with the 

exception of:

100% funding for non-profit entities in IA



Planning your project budget



• The budget is important primarily for you

• The more detailed your estimation is, the 
easier project implementation will be

• Limited overestimation is suggested (5%)

• Evaluators’ perspective on the budget: 
secondary importance

• Modifications and reallocations are 
possible during project implementation

Budgeting at the 
proposal phase



Budget Preparation Process
• Overseen by the Coordinator
• Bottom up vs. top-down approach
• Asking for initial data

• Average monthly salary (per category); 
number of person-months needed to 
conclude the planned work in work 
packages

• Other financial data or admin/legal 
data

• Draft version
• Revision
• Balancing (by the Coordinator)
• Final version



Budget and Resources

Budget → Part A – 3. Budget

Resources→ Part B of the proposal 
Section 3.1: Work plan and resources



Planning your project budget

• Direct personnel costs
• Subcontracting costs
• Purchase costs
• Other cost categories
• Indirect costs







Personnel costs

• Personnel costs are calculated based 
on the person-months (staff effort) 
table

• Person-months x Average (weighted) 
PM rate* = Personnel costs

• One person-month is generally 21 
working days, 8 hours/day when 
estimating the budget (140-160 
hours)

*Basic salary plus all mandatory charges and taxes 
(gross gross salary) 



Person months



Purchase and other costs
• Go through the WP descriptions one by 

one to identify all of the specific cost items

• Travel costs (consider the number of 
travels, number of people to travel, 
destinations and means of travel)

• Durable equipment (date of purchase, 
depreciation, usage rate)

• Consumables (directly linked to the 
project)

• Other costs (e.g. conference room rental, 
translation, CFS*)

*Certificate on Financial Statement if total requested EU 
contribution exceeds €430K



Only for limited parts of the project!

• The contract is based on business conditions, subcontractors are 
not directly supervised by the beneficiary, no access to IPR

• Subcontracting must be mentioned, estimated and justified 
already in the DoA (Annex 1: use of resources). If not, the cost can 
be rejected.

• Only from a third party: Invoicing between Beneficiaries is not 
eligible!

• The costs - the price of the service/s provided - is paid and 
reported by the Beneficiary 

• Subcontractors must be bound by certain requirements of the 
EC (e.g.  subcontractor may also be audited!)

• Not included for indirect cost calculation

Subcontracting





Example



Example



Typical problems

• Wrong PM rate (too high / too low)
• Partner budgets artificially balanced 

(inappropriate resource allocation)
• PM distribution vs. task allocation 

(responsibilities) not clear
• Forgotten cost items
• No management effort allocated to 

partners
• No dissemination, communication & 

exploitation effort allocated to 
partners



Lump sum projects



Lump sum – budget table



Lump sum -
Budgeting
Good to know:
• The GA will set out the lump sum

(EU funding) corresponding to
the full accomplishment of the
work committed in Annex 1.

• This amount set for the WP is
paid when the activities in the
WP are completed;



Tips

• Be aware of the financial rules 
before submitting a proposal

• Budget your expenses properly –
do not overbudget, but keep some 
spare money…

• Try to foresee all costs, but leave 
yourself room for manoeuvres

• Always consider value-for-money
• Identify all direct costs
• Purchase costs: don’t forget the 

15% rule and fill in Table 3.1h 



QUESTIONS?



Go to www.menti.com and use the code 9621 5515

Feedback on the webinar

http://www.menti.com/


Jelena Kajganović
jelena.kajganovic@europamedia.org
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