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· Can we transfer budget within an activity category, between activity categories, between partners and between reporting periods?

It is agreed that in view of the monitoring of the use of budget the co-ordinator needs an overview of the expenditures of the partners. Partners agreed on the following procedures:

· transfers within an activity category (personnel, travel, ...):
<20%: the co-ordinator needs to be informed;
>20%: the partner and the co-ordinator decide;

· transfers between activity categories (RTD, training, …):
<20%: the partner and the co-ordinator decide + inform project officer;
>20%: must be agreed with the co-ordinator, the consortium and the partner + inform the project officer;

· transfers between partners: to be discussed and agreed on in the Scientific Board + inform the project officer;

· transfers between reporting periods: to be discussed and agreed on in the Scientific Board + to clarify and add to the project plan of the following 18 months.

Budget transfers between activity categories and between partners are possible, as long as the work is carried out as foreseen in the DoW and transfers can be justified in a subsequent review or audit. The underspending will then have to be taken into account in the planning of the remainder of the project. No approval is needed by the Commission for such transfers, but the project officer should be informed.
· What are eligible costs?
As categories of eligible costs are not identified in FP6, eligible costs must be determined in accordance with the contractor’s usual accounting principles, as long as these accounting principles meet recognised standards and are not created purely for the EC contract. Eligible costs need to be actual, economic and necessary for the implementation of the project, incurred within the duration of the project, determined in accordance with usual accounting principles of organisation, recorded in the accounts of the organisation, and exclusive of any identifiable indirect taxes (e.g. VAT or duties).

· What are direct costs? 
These costs are directly related to the project, e.g. personnel hired especially for the work, travel to congress, meetings, …
· What are indirect costs?
(= overhead) are indirectly related to the project, e.g. cost for buildings, water, electricity, phone, post, office material, … Indirect costs are calculated on all direct costs.
· Are timesheets needed?
Working time charged to the project should be recorded by any effective tool in accordance with the contractor’s normal accounting rules. Timesheets can be a possibility, but not necessary if there is another reliable system in place. For those employed fulltime on the project and have an employment contract detailing this, there is no need to record time daily, therefore no timesheets. Those who work part-time on the project need to record their time in an auditable way.
Certified timesheets must include the person’s identity and its time spent on the project (the project needs to be identified by acronym and contract number as well). If the person is working in different ‘activities’ (e.g. training, RTD, management) and WPs under the same contract it is necessary to be able to distinguish among the tasks as they relate to each activity/WP. Contractors may use a standard model for timesheets. The Commission does not provide any such model.

· How many days are in a person-month? 
The number of productive hours a year are calculated according to the normal procedures (taking into account national holidays, illness, training, ...) and be authorised by the auditor. If only daily/hourly rates are supplied as in Sweden, it is acceptable to use average daily/hourly rates when it is the normal procedure of the institute. Average personnel rates are allowed only if the contractor's accounting system uses averages and these averages reflect actual costs. 
· How can we reclaim VAT?
VAT is not an eligible cost. For reclaiming any VAT you should contact your local tax authorities.
· Do partners have to use a specific template for the audit certificate?
The proposed model for an audit certificate which is provided in Annex 7 of the Financial Guidelines (URL: http://europa.eu.int/comm/research/fp6/modelcontract/pdf/fp6-guide-financial-issues-feb05_en.pdf) is not mandatory, but is strongly recommended, as it contains all essential elements that an audit certificate must respect.
This template is also included in the documentation map of each partner.
· Would audit costs be included in the period which is audited? 
No, the following period - apart from the final audit.

· When can the cost for audit certificates be booked?
Costs related to audit certificates (like all other eligible costs) need to be charged in the reporting period in which they occur (recorded in the accounts of the contractor). So, even if the certificate certifies costs incurred in Y1, the cost of the certificate itself should be claimed in the financial statement of Y2. The costs for the last audit need to be included in the last project report. There could be requested an exception to the 45 days rule for the last audit period. To be requested at the project officer.
· Can we allocate persons who don’t have a regular employment contract/self-employed people? 
You can’t involve self-employed persons, because this is subcontracting. This means it must be stimulated in the DoW and you need to follow the public tendering rules.
· We decided to implement Special Clause no. 32, which means we need less audits than provided in the budget. Can we reallocate the budget provided for audit if it is not spent on audit? 
As soon as we received the contract amendment from the EC, it could be moved to another budget line. Please keep in mind that an audit covering 2 years can be more expensive.
· Would the audit after year 2, which would cover 2 years, be more expensive? 
This would depend on the auditor but provision had been made for annual audits.
· Can we buy equipment on the project?
Yes. Equipment used on the project should be accounted for in accordance with the normal depreciation rules of the contractor. Items have to be depreciated over three years (unless country rules differ: if country rules indicate 5 years, this must be observed); if the cost is 3,000 euros, each year 1,000 euros can be claimed. If an item costing 3,000 is purchased in the final year, then only 1,000 euros can be claimed. It is better to purchase equipment at the beginning of the project.
· As our internal auditor and chief accountant don’t speak English, we need to have translation of some documents (proposed model, guidelines, etc.). Is it possible to pay for this translation in the framework of the overhead?
The K.U.Leuven had a similar question in another project of which K.U.Leuven is coordinator and there this question was asked to the project officer. He says that if you can prove/justify to your auditor that the costs are necessary for the implementation of the project, they can be charged to the project. In principle, if he can justify it and seeing the EC does not yet offer translations on their website in the languages of the East-European countries, it seems that it can be eligible under direct cost. It can not be put under management - audit cost.  This categorie is only for the work done by the auditor. Of course, maybe it is better to ask him how big the translation cost will be and that he has to ask your prior approval before he uses part of the budget for translation costs. Seeing overhead should not be explained, this amount can always be used for translation costs. 

· I understood that VAT is not 'eligible'. But when you buy paper, CDs, books, etc. there is a VAT in the invoice - how we may deal with that issue?
The golden rule is that you should act according to the VAT regulation of your country. We can only tell you how the procedures are in Belgium. According to the Belgian VAT regulation, for all invoices which mention our invoice address and VAT number, we can deduct VAT, so it is not booked on a European project. For small tickets, train tickets, ... were it is not possible to distinguish VAT, the total amount can be booked on the project.
· Do I understand well and is it up to the institute to decide what we book under the heading ‘Overhead’?
For partners with the AC cost model, there is indeed 20% overhead on all direct costs except subcontracting. This 20% should not be explained to the EC and can be freely used. 
· Can the audit certificates be provided by an internal auditor?
The audit certificate is a document provided by an external auditor (or in the case of a public body it may be provided by a competent public officer) certifying that the costs claimed during a specific period meet the contractual requirements established by the FP6 model contract. Each contractor is free to choose a qualified external auditor, including its usual external auditor, provided that the following cumulative requirements are fulfilled:

· the external auditor must be independent from the contractor;

· 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.

In the case of public bodies:

· a preliminary condition should be that the public competent public officer selected has not been involved in any way in the processing of the Financial Statement per Activity (Form C).

· If "in fact and/or in appearance", the auditor is not independent from the contractor concerned (example of an internal auditor who is an official of the contractor concerned), its independence may nevertheless be established by the relevant national authorities.

On page 95-96 of the EC financial guidelines (ftp://ftp.cordis.lu/pub/documents_r5/natdir0000035/s_2034005_20050316_104305_2034en.pdf) you will find more information on 'Auditors eligible to deliver audit certificates'.
· How much is the prefinancing?
The prefinancing is 85% of the budget for the first 18 months. In the Fifth Framework programme, the rule was 40% of the total budget. In the Sixth Framework programme, the rule is 85% of the budget for the first 18 months. 
More documentation and FAQs on financial issues are already available on the project website, http://www.worksproject.be/Financial_issues.htm. Partners are requested to consult these documents and to help themselves as much as possible. Please be a bit autonomous, but do not hesitate to contact Sandra Volders if you still need further information on financial issues.[image: image1.png]
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