SOME PERTINENT QUESTIONS AND ANSWERS FROM FAQ
1.
AUDIT CERTIFICATES
Question: Audit certificates can be charged under activities other than management?
We are writing you in order to have more information on the ceiling of 7% on the management of the consortium activities.

As stated in Article II.2 of the model contract, these activities comprise, within the other expenses, the costs of obtaining audit certificates by each of the contractors. In a project involving a large number of partners, the costs of the audit certificate for each partner is a significant amount which easily covers that ceiling.

An exception to this limit is given by Article II.25 of the model contract, which states that “The costs relating to management activities identified in Article II.2 may be charged, up to the maximum level of Community reimbursement for management activities. Where the costs incurred for management activities exceed the limit of 7% of the Community financial contribution, such costs may be charged to the other relevant activity to which they correspond if they meet the conditions of Articles II.19, II.20, and II.21 applicable to those activities.”
In other terms, once the limit of 7% is reached, a management activity that is linked to another activity of the project and necessary to carry out the project can be charged under this activity.

Since audit costs are linked to the other activities (such as research and innovation, demonstration..) and necessary to carry out the project, should we consider them eligible under the other activities, if the ceiling of 7% is reached?

RTD.A.3 Answer:

The audit certificate certifies that costs incurred in a given reporting period (and declared in the Form C) meet the eligibility criteria stipulated in Article II.19 of the FP6 model contract and are by definition contained in the management activity. As an audit certificate is not linked to costs incurred in a particular activity (except for management) and relates to the sum of costs incurred in all activities it is not possible to charge their costs to other activities.

Furthermore, Article II.26 of the FP6 model contract stipulates that “the cost of this certification is an eligible cost under the activity relating to Management of the consortium”.

Question: When are the costs of audit certificates charged?
Could you please inform us regarding when to declare audit certificate costs?

There is some discussion. Assuming there are only two periods.

1.
Audit costs for period 1 should be declared in the financial statement for period 2.

2.
Audit costs for period 1 should be declared in the financial statement for period 1.

What is the treatment for the Audit Certificate of the last period? Could be included even if the date is out of the period of the project (as certain costs related with the final report, .)

RTD.A.3 Answer:

According to Article II.26 of the FP6 model contract, an audit certificate is a document which certifies that the costs incurred during a reporting period (and declared in Form C) meet the conditions required by the contract. Costs related to the audit certificates may be charged in the actual reporting period as far as they are recorded in the accounts of the contractor (see Article II.19 .1, d of the contract) or they can be estimated in this reporting period and adjusted in the next period (if incurred during that period) or they can be reported in the following period depending on when they are incurred. 
If the cost of audit certificate was incurred after the end of current reporting period, it cannot be charged to the project in current reporting period. However, the table included in Point 6 of the Form C: “Audit certificate of the contractor” should be filled to indicate the cost of the audit certificate provided for that period even though the cost of the audit certificate will not be claimed as an eligible in Point 2 of the Form C (“Declaration of eligible costs”) in the current reporting period. This cost will be included in the declaration of eligible costs in next reporting period.

As regards the cost of the audit certificate for the last reporting period:

In general, costs must be incurred during the duration of the project. This is one of the eligibility requirements stipulated in Article II.19.1 of the FP6 model contract. However, Article II.19.1. c) contains an exemption from the general rule: costs incurred in drawing up the final reports (also audit certificates) may be incurred during the period of up to 45 days after the end of the project. 
Question: Overhead costs on audit certificates

I hope that it is okay to ask you a question re. audit costs under FP6.

I understand that in principle AC contractors are allowed to charge 20% overheads for management activities on non-Marie Curie projects. What we are not sure about is whether this would include audit costs. Our audits will be carried out by an external auditor, and I have read in the reporting guidelines for Marie Curie fellowships that this sort of arrangement would be seen by the Commission as a subcontract, in which case we would not be able to charge overheads. However, on Marie Curie projects you cannot charge overheads under management anyway, and so I was wondering if the clause about external audits being regarded as subcontracts reflected the Commission’s views on this matter across the whole of FP6.

RTD.A.3 Answer: 
The 20% flat rate for indirect costs (whether the contractor is in FCF or AC) is to be applied to direct additional (for AC) or direct costs (for FCF) MINUS the costs of subcontracts. Therefore any audit certificates that are subcontracted would not be eligible for the 20%. 
2.
SUBCONTRACTING

Question: Are maintenance costs subcontracting costs ?
Page 37 of the guide to financial issues states, that maintenance cost usually are considered as indirect cost. According to our meeting last week in Brussels, maintenance costs as a service could also, under certain circumstances, be considered as a subcontract, if a service is provided along with the purchase of durable equipment.
If an AC contractor has to buy special equipment for the project and this equipment, as it is very sensitive, needs constant maintenance, is this considered as a subcontract, if the contractor has to specifically conclude a service contract for the maintenance? Is there any need for a public call for tender, as only the equipment provider should do the maintenance? Or is this covered by the flat rate for indirect costs?

RTD.A.3 Answer: 
Sometimes the purchase of durable equipment is associated with the provision of a service. These services may be considered as subcontracts or as a part of the equipment purchase – it depends on the nature of the services provided and on the conditions under which they are rendered. If the service is part of the “package” of equipment purchase then it will be considered to be part of the equipment purchase. It will be also the case, when the services are “compulsory” – the provider will not grant a guarantee, if the contractor resigns from maintenance services.
If the choice whether the equipment is maintained by the provider or nor is at the discretion of the contractor, it should be considered as a subcontract. In this situation, if there is no other option as to choice of the service provider {peculiarity of the equipment (equipment is very rare, sensitive, etc) makes it impossible to be maintained by anyone else except for provider that knows the equipment and, furthermore the provider is the only firm that offers this kind of services in the whole region} it will not be possible to meet the requirements of the contract concerning the choice of subcontractor, and usage of call for tender seems to be illogical.
In any other case, the procedures concerning subcontracting described in the contract should be followed. 
Question: Can subcontracting costs be incurred if not foreseen in the initial budget?
I am writing to you to ask you whether in a project in FP6 I can claim subcontracting costs under a certain activity when such costs are not in the initial budget.

For example, let us assume that the initial budget of a project has foreseen €10.000 in RTD activities for direct costs of which 6.000 is allocated to personnel costs and 4.000 to other costs. Is it possible to include subcontracting costs in the Cost Statement without exceeding the overall budget (e.g. €10.000)?

RTD.A.3 Answer: 
It is possible to use some of the initial budget for costs that were not initially foreseen, as the initial budget indicated in Annex I of the contract is only an estimate of costs which will be incurred in the course of project realisation.
It should be mentioned, however, that according to Article II.6 of the FP6 model contract, core tasks of the project, as a general rule, cannot be subcontracted. 
If some tasks related to the project core work need to be subcontracted, then these should be clearly identified in Annex I (which implies approval by the Commission) of the signed EC contract. If such tasks are identified during the course of the project, an amendment to the contract must be introduced. Subcontracts must be awarded to the bid offering best value for money under conditions of transparency and equal treatment, as specified in Annex II.6 of the contract 
Question: IPR and subcontracting
I am dealing with a question regarding IPR and subcontracting in a FP6 project and I would appreciate your help.

In a project, a sub-contractor will carry out some work, but wants to retain ownership to his/her own results as well as the right to make publications on his/her own knowledge. The scientific officer, however, insists that the subcontractors do not have IP rights on the work generated by them in the project.

The EC Contract article II.6.2 does not clearly state that the sub-contractor cannot have IP rights, nor that the sub-contractor does not have the right to publish. I checked the rules for participation and could not find anything on sub-contracting there at all. Also, I had a look in the financial guidelines (article 2.2.1.1, p.31-36, and I could not find there either that it is stated that a sub-contractor must waive its IP-rights. It only says that the sub-contractor must waive all rights in respect of the Commission.

I believe this means that the sub-contractor must agree to all obligations that the EC Contract places upon a contractor. But that does not include giving the Commission (or the contractor responsible for the sub-contractor) the ownership of the IP-rights, does it? Does it actually say ANYWHERE that a sub-contractor cannot own their results or be allowed to publish? I cannot find it anywhere now, but it is so strange since this interpretation has been implied many times and it is even supported by our scientific officer! 
Could we argue that, as long as all access rights are preserved (the subcontractor will grant access rights to his/her PEKH and knowledge and have access rights to other parties’ pre-existing know-how and knowledge upon request), the subcontracting scientist could own his/her results and publish, in accordance with the review procedure in the CA and in the EC Contract?

If your answer is that this is not possible, would you say that the only other solution for the sub-contractor to get the IP rights is that the “main” contractor transfers the IP-rights to the knowledge in accordance with article II.32.4-5 of the EC Contract? Could this then be done in advance, i.e. before the knowledge has been created?

RTD.A.3 Answer: 
According to provisions included in article II.6 of the FP6 model contract, the participant (contractor) is responsible for carrying out the tasks of a project. Only a contractor has a contractual relationship with the Commission on the basis of which the project’s tasks are to be realised, and from which arise the contractual rights and obligations related to the project.

The realisation of the project’s tasks will often lead to the creation of “knowledge” defined as results arising from the project and only the contractor is responsible for meeting the obligations of the contract with respect to those results. These include the obligations to protect any knowledge generated, and the provisions of the contract that indicate that knowledge shall be the property of the contractor carrying out the work leading to that knowledge (Article II.32 of the FP6 model contract) and the provision of access rights arising from the contract. 
Subcontracting is a means by which the contractor ensures that some (usually minor) parts of the contract are carried out by it but indirectly. Therefore, the contractor continues to retain all rights and obligations under the contract and subcontracting does NOT transfer to a subcontractor any rights or obligations vis-à-vis the Commission or the other contractors. Neither does it create any status equal to the contractor in regard to the IPR, even where some core tasks of the project may have been carried out with the assistance of subcontractors. This is because the role of the subcontractor is to provide a service to the contractor, be paid in full for that service and cede the rights and obligations to the contractor who then carries out its obligations and rights under the EC contract.

It is still the contractor who is considered to have carried out the tasks of the project even if it has relied upon the assistance of a third party in part. 
In the light of the above, a subcontractor may become an owner of the knowledge arising from the realisation of the tasks it carried out, only in two cases:
1.
The contractor transfers ownership of knowledge to the subcontractor (taking into account the provisions of Article II 32.4) and based on prior notification to the other contractors and to the Commission

2.
The subcontractor changes status and participates in the project as a contractor.

3.
CONTRACTORS USING THE ADDITIONAL COST MODEL
Question: Use of permanent employees
I have a question about universities in my project. In this project I planned some persons to carry out work, but these persons are employed on a permanent basis at the university and have no contract which depends full or in part upon external funding, additional to the normal recurring funding of the contractor. The universities in my project use the AC cost model. As I understand now, these persons cannot carry out the project, because of the former mentioned (Annex II, II.20 Direct costs).

Can you please inform me if you have suggestions how to overcome this problem and still make use of these persons since they have the knowledge and experience necessary for this Coordination Action. 
RTD.A.3 Answer: 
Part of the work can of course be carried out by permanent personnel of the university and indeed it is an obligation that AC contractors provide resources to the project that are not reimbursed by the Community financial contribution. This is part of the reason why your institution was considered appropriate to carry out part of the project and the project should benefit from the knowledge and experience of these permanent personnel. However, the costs of the permanent personnel will not be reimbursed by the Community financial contribution because, as you mention, that cost is part of the normal recurring costs of the contractor and NOT an eligible cost to the AC model. 
The only exception to this rule is that certain costs of permanent staff can be reimbursed by the Community financial contribution when they work on management of the consortium activities - in these cases the costs of permanent staff can be charged to the project but only for that activity and there is a limit of 7% of EC funding for the management activity. In addition the 20% flat rate contribution does not apply because it applies to additional direct costs.
Question: Personnel costs under the AC model
I would like to ask for your assistance regarding the remuneration of permanent staff. Could permanent employees of participating organisation using the AC (Additional Cost) model be remunerated from FP6 project budget in case of Specific Support Action type?

Thank you in advance for your kind assistance

RTD.A.3 Answer: 
The rules according to which the contractors using AC model can charge the project with cost of permanent personnel is explained in detail in the “Guide to Financial Issues” which is available under the following link: http://europa.eu.int/comm/research/fp6/model-contract/pdf/fp6-guide-financial-issues-feb05_en.pdf
Contractors using the AC model may charge costs of permanent staff involved in the project in the following limited cases:
-
for management of the consortium activities, providing the eligible direct costs can be identified and justified with precision (in these cases the flat rate for overheads is not applied as it covers only direct additional costs) and within the limit of the 7% contribution ;
-
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. If such permanent people receive the same salary with or without being involved in the Community project (and that salary is not clearly identified as being dependant upon external funding in the contractor’s accounts) their costs are not additional even though they may have additional work. 
In certain cases, researchers may have a permanent working contract, which depends partially on external funding. For example, in some institutions, professors are paid to work 20 hours per week giving lectures and classes. However, they are expected to complete the other 20 hours per week on externally-funded research projects. The working contract of this researcher mentions explicitly that a part of the salary of the researcher is subject to participation in activities depending on external funding (like the Community financial contribution to an indirect action of FP6). Where the researcher is not involved in activities financially supported by external funding, his/her salary is equal to €5,000. Where the researcher is involved in such activities, his/her salary is €6,000 and the researcher is expected to work additional hours (X equivalent) to carry out the additional work required by the project. Therefore part or all of the difference (€1,000) depending of the hours devoted to the EC project may be considered as an additional direct eligible cost. 
For contractors working on the AC cost model, time charged for personnel may only be considered as additional eligible costs:
-
if the personnel concerned is involved at 100% of its working time in the project with the European Communities and the person’s contract is a temporary contract for carrying out such work,

-
if there is clear evidence establishing that the additional hours and associated costs are directly and only due to the involvement of this personnel in the contract with the European Communities and that these additional costs are reimbursed.

Question: Can indirect costs be charged for management costs?
It appears from the Financial Guidelines that contractors can charge indirect costs for management activities (page 77 worked example). Having said that, elsewhere “for management of the consortium activities, providing the eligible direct costs can be identified and justified with precision (in these cases, the flat rate for overheads is not applied as it covers only direct additional costs)”.

RTD.A.3 Answer: 
Both direct and indirect costs can be incurred in the activity “Management of the consortium”. Contractors using the Additional Cost model can charge, as an exception, permanent personnel to the project as direct costs on management activities (providing they can be identified with precision); however indirect costs cannot be charged to the cost of any permanent personnel because these are not direct ADDITIONAL costs to which the flat rate applies. Full Cost participants that normally charge certain costs that could be considered under management costs to indirect costs should follow their normal accounting practices (i.e. not charge them directly under management activities).
4.
TRAVEL EXPENSES (TAXES AND FEES):

Question: Additional fees
Since April 1st French travel agencies are billing handling fees to compensate for the suppression of Air France commissions. This will appear separately on the invoice. My University’s accounting department would like to be sure that these will be eligible costs, as they are linked to the travel. 
RTD.A.3 Answer: 
If the fees in question are in accordance with the national regulations in force, and they are not considered as a form of indirect tax, then (provided that all eligibility criteria of article II.19 are met by the costs these fees relate to), may constitute eligible cost of the project.
Your question does not explain in a detailed way the nature of the fees, however the fact that they are introduced “to compensate for the suppression of Air France commissions”, suggests that these fees are not transferred to the tax/revenue offices but constitute payment for service rendered by the travel agencies. This means that they potentially may be considered as eligible costs. 
Question: Taxes, insurance, etc.
Please could you tell me whether the following are eligible costs:

1.
Taxes and other charges which are added to airfares  
2.
Travel insurance for staff travelling on EC projects  
3.
Consumables purchased before the project start (and any limit on how long purchased before project start) 
4.
Capital equipment purchased before the project start: any limit on how long purchased before project start 
5.
Taxes such as sales taxes charged in countries outside the EU. 
RTD.A.3 Answer: 
Under the text of the FP6 model contract “any identifiable indirect taxes, including VAT or duties” are non-eligible costs.
The first part of our approach is to see if the tax is identifiable. If the tax is not identifiable, it will be eligible. However, auditors of the External Audits Unit in their audit practice are not in particular examining cost claims or invoices (e.g. airplane tickets) with the specific aim of “finding” the “tax” element.

If the tax is identifiable, then the nature of this “tax” has to be examined. In general, airport taxes are not real taxes in the sense of tax law but a fee for a service delivered by a public or semi public body in charge of a (public) service, such as airports. The fact that some airports might have a private legal form is not relevant to this analysis. Therefore, although many airport “taxes” imposed by these authorities may be considered a fee and therefore eligible because not a duty or indirect tax, it is also possible that a particular airport “tax” may well be considered to be a “duty” applied to the cost of the airline ticket in which case it would be non eligible.
As mentioned above, “airport taxes” will be allowed when not identifiable. Where they are identifiable, they will be disallowed if they can be considered as “duties” in the sense of Article II.19.2. a of the FP6 model contract.

Other costs that are not included in the list of non-eligible costs stated by Article II.19.2 of model contract may be eligible as far as they fulfil all the requirements of the contract (and especially those contained in Article II.19.1).

Travel insurance costs: They are a priori not necessary for the project, so usually not eligible unless there is a clear justification.

Consumables purchased before the project start: According to article II.19, 1., c) of FP6 model contract, these costs are non-eligible as direct costs since they are not incurred during the life of the project 
Capital equipment purchased before the project start: To be eligible, costs must be incurred during the duration of the project (pursuant to article II.19, 1.c) of FP6 model contract). However equipment can be ordered before the beginning of the project if it has been bought especially for the project and the actual costs are incurred during the life of the project. Only the depreciated portion of the equipment used on the project may be charged. The amount of use (percentage used and time) must be auditable.

Taxes such as sales taxes charged in countries outside the EU are not eligible

5.
SMEs:

Question: Costs of managing directors
I have the following question concerning eligibility of personnel costs:

In Germany a company which is a (business) partnership (in German: Personengesellschaft) does not normally pays a salary to its Managing Director. His salary rather depends on the annual profit distribution.

Of course, we could imagine an estimate of such profits at the beginning of the project which could be re-adjusted in c-form at the end of one project period. But in this case, what happens if the company is making losses?

RTD.A.3 Answer: 
As you know, the breakdown of estimated costs determined during contract negotiation phase (and presented in Annex I of the contract) is only estimate. In regard to the costs of the Managing Director’s salary referred to in your question, this estimate can be based on the average salaries of the Managing Director in previous years. 
However, only the costs that meet the eligibility criteria listed in Annex II.19 of the FP6 model contract will be reimbursed by the Community. One of the essential requirements indicated in the above Article, is the criterion of actuality - costs must be actually incurred (real costs). That is they must be real and not estimated, budgeted or imputed.
This means that when after the end of the year the company pays out the salary to managing director (quota of which will be known then) only this actual salary may be charged to the project. Where there are losses and the managing director is paid nothing then the claimed costs will also be 0.

There is also another aspect that should be considered:

Another important requirement indicated in the Article II.19 is criterion of necessity – cost must be necessary for implementation of the project. If the managing director devotes all his working time to the tasks relating to management of the consortium, his/her salary can be charged into project under management of consortium activities. However, if the managing director devotes only part of his/her working time to the above mentioned tasks, it will be necessary to distinguish the share of this time and quota of the salary that corresponds to this share of time. If the contractor is unable to do this, the salary of the manager will not be considered as an eligible direct cost, as the criterion of actuality it will not be met (quota of costs must be real and not estimated).

Question: Cost of physical persons
Physical Persons: Article Annex II.22.3 states that physical persons have to use the AC cost model and are not allowed to charge any labour costs. The “guide to financial issues” states however on page 52 Section 2.4.7, that exceptions can be made, if a physical person has an accounting system which can identify certain costs. 
Does Annex II prevail over the guide or is the Guide binding on this issue?

Does the use of the FC or FCF cost model lead to the fact, that even though the Commission will consider that contractor as a physical person with a special accounting system, he would still not be allowed to any labour costs?

If this is so, why is this contractor, who might have a “one-person-company” not considered as an SME? Or: if this contractor is not considered as an SME, can he still not charge his labour costs as the Commission will only accept him as a physical person with an FC or FCF cost model?

RTD.A.3 Answer: 
As a general rule, physical persons have to use the AC model, as the Rules for Participation clearly stipulates that. However, under some circumstances the physical persons may be considered as SMEs (Small and Medium sized Enterprises). This will be the case when the physical persons (running a enterprise) meet the conditions of SME definition included in Commission Recommendation of 6 May 2003 (JO L 124 of 20.05.2003). 
The link to this act can be found here:

http://europa.eu.int/eur-lex/pri/en/oj/dat/2003/l_124/l_12420030520en00360041.pdf
According to the act indicated above, staff headcount and financial ceilings determining enterprise categories:

1.
The category of micro, small and medium-sized enterprises (SMEs) is made up of enterprises which employ fewer than 250 persons and which have an annual turnover not exceeding EUR 50 million, and/or an annual balance sheet total not exceeding EUR 43 million.

2.
Within the SME category, a small enterprise is defined as an enterprise which employs fewer than 50 persons and whose annual turnover and/or annual balance sheet total does not exceed EUR 10 million.

3.
Within the SME category, a micro enterprise is defined as an enterprise which employs fewer than 10 persons and whose annual turnover and/or annual balance sheet total does not exceed EUR 2 million.

In the light of the above, if the business run by the physical person meets the criteria arising from the above cited definition, it will participate in the FP6 project as a SME, and this makes it able to opt for FCF or FC model, as only these cost models are available for SMEs. 
An enterprise which is legally speaking a physical person (i.e. not an incorporated company) may be run by a single person (who is its owner) and can be considered to be an SME (within the meaning of the above quoted act). However, it will not be possible to charge to the project the contribution of its owner unless the owner is paid a salary by the SME or some other form of direct remuneration. Under FP6, only the real costs that are eligible can be claimed and the reimbursed by the Community contribution. 
As a general rule, a single person running his or her own company does not receive a salary as they are not the company’s employee. That is why the value of work performed by the entrepreneur is not considered as a direct cost, either in economic or fiscal sense. 
6.
THIRD PARTY CONTRIBUTIONS:
Question: Eligibility of costs covered by third party contribution

A Dutch university wants to employ an Italian researcher, working in Italy, to work for the project. This person is an Italian and will be working on the premises of an Italian university, but will be employed by the Dutch university. The Dutch university will pay the researcher allowance. Is the Dutch university allowed to declare the costs of this person? Is the Dutch university allowed to declare costs in case the university in Italy buys equipment for the project to be used by the researcher? In other words: Can the Dutch university claim the costs of the Italian invoices as these products will be used in the project. 
I would like to address that it is not possible for the Italian university to become a partner in the project, as the project would have too many participants. 
RTD.A.3 Answer: 
In order to be eligible, costs have to fulfil the eligibility requirements of article II.19 of the model contract. Referring the provisions of the above mentioned article to your question, the Dutch University will be able to charge into the project the allowance and other form of remuneration paid to the scientist, provided that these requirements are fulfilled (first of all, the requirement of necessity for implementation of the project) and all the other provisions relating to the provision of resources from a third party, including reimbursement of those resources (i.e. not a receipt) and the existence of a prior agreement.  The use of third party resources must also be mentioned in the technical annex to the project. 
The cost of the equipment bought by Italian University in order to allow the scientist carry out the work related to the project realized by Dutch university may be also be considered as contribution in kind from third party. 
Such contributions used for the project constitute eligible costs of the project and simultaneously, it may be considered as a receipt of the project if they have been contributed by the third party specifically to be used on the project. This means that it will be necessary for contractor to include them in Form C, and they will have an influence for the amount of the EC contribution. 
On the other hand, these contributions will not be considered as receipts, if a prior commitment between the contractor and the third party identified in Annex I establishes that the third party makes available its resources on the basis that they are to be reimbursed or used for a common interest.

Question: Eligibility of personnel costs made available by third party (AC contractor):

How can a partner that uses personnel made available from a third party and has the additional cost model charge to the project the costs of that personnel?

Can it use timesheets and charge the costs on the basis of the cost for remuneration of salary and the time really worked (even if the additional cost model does not allow to charge the permanent personnel)?

RTD.A.3 Answer: 
As indicated in Article II.20 of the FP6 model contract, Contractors using the additional cost model may charge to the project only those direct costs that are additional to their recurring costs. Any such direct additional costs specifically covered by contributions from third parties are excluded. 
However, in certain circumstances, costs of personnel made available by a third party on the basis of a prior agreement may be considered as eligible costs to the project. It is a case, when the prior agreement foresees payments for making the personnel available and the contractor actually does reimburse those costs. Such payments may be considered as eligible costs, provided that they meet the eligibility criteria of Article II.19. Furthermore, the reimbursement of such costs depends on compliance with the provisions relating to the use of third party resources (see our last response). In any event the time devoted by such a person can be taken into consideration in determining the resources used on the project.

Question: 
The cost of resources of third parties not covered by special clause 23 are declared on the Financial Report of the contractor to whom they made the resources available. A cost model must also be indicated. Does this mean that, to calculate the cost of overheads of the third party related to these resources, the usual rules apply i.e. 20% of all costs (excluding subcontracts) for FCF, 20% of all additional costs (excluding subcontracts) for those using AC, and a calculated overhead for those using FC?

RTD.A.3 Answer: 
Where special clause 23 is not used, costs incurred by third parties that meet the eligibility criteria are considered to be costs of the contractor participating in the contract and are declared by the contractor in its Financial Statement (Form C) as such (if they are considered as receipts this also must be indicated in the Form). Therefore, the cost model used by the contractor applies. 
In form C (1- Resources (Third party(ies)) (where special clause 23 is not used) you do not specify the cost model used by the third party but that of the contractor because the resources are made available to the contractor. The contractor will charge these costs (incurred by the third party) in its own financial statement (FORM C) using its own cost model
.

How to share out third party’s costs among direct and indirect costs? The repartition between direct and indirect cost will normally follow the usual accounting rules of the contractor. If this contractor uses the FCF cost model, then, the indirect costs of the resources made available to the contractor will be covered by the flat rate of 20% of all direct costs minus subcontracting (unless indirect costs have already been taken into account by the third party when identifying its costs to the contractor).

Particular case of contractors using the ADDITIONAL COST MODEL:

Direct additional costs of contractors already covered by contributions made by third parties to contractors using additional costs are excluded by Article II.20.2 and can not be charged to the project. However contractors using the additional cost model can claim eligible costs incurred by third parties where those costs have been reimbursed by the contractor and those costs are additional to their normal recurring costs, necessary to carry out the project and meet the other requirements of the contract.

�	Third parties can claim the reimbursement of their costs vis à vis the contractor according the terms of their agreement. The way the third party will be reimbursed by the contractor (and not by the Commission) is a matter to be ruled between the contractor and third party, whatever the cost model used by the contractor.
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