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Preferred activities for CERN

Type of Direct Indirect Total Costs | Reimbursed

Activity Costs Costs by EC
/Overheads

SA ‘Other’ 1,000 EUR 600 EUR 1,600 EUR 1,600 EUR

JRA ‘RTD’ 1,000 EUR 600 EUR 1,600 EUR 1,200 EUR*

NA 1,000 EUR 600 EUR 1,600 EUR 1,070 EUR**

‘Coordination’

NAT 1,000 EUR 600 EUR 1,600 EUR 1,600 EUR***

‘Management’

* 75% of the total of direct and indirect costs are reimbursed by the EC
**100% of direct costs reimbursed, 7% of direct costs is a reimbursement of indirect costs
*** same reimbursement as in SA activities, but a lot of additional responsibilities



SA – CERN is reimbursed 100% for the direct costs and receives 60% of those costs on top of it, 75% of the overheads (450 EUR) are given back to the project to fund for example the matching personnel

JRA – only 75% of the total of direct and indirect costs are reimbursed, therefore 100% of the direct costs are paid by the EC and CERN receives 20% of direct costs on top of that, as in SA 75% of the overheads (150 EUR) are given back to the project

NA – CERN only receives 7% of direct costs for the overheads, those are not given back to the project 

NA1 – although reimbursed 100% the participation in this activity brings a lot of additional responsibilities, e.g. Managing the whole consortium of partners, financial & technical reporting to the EC which requires significant no. of resources and effort

! It’s a perfect world example. In reality we usually cannot obtain the full reimbursement from the EC and some kind of co-funding is required. Covered later on slides 4-6.




Calculating a project budget for CERN

Project name: xxxxxx

List of required CERN resources

Personnel resources:

Provide required skill level (career path & band) for the resources to be hired, for the existing staff/fell/PJAS etc. only name is

required.
Wame Career path & band Ictivity/Work package Start date on the project Lnd date on the project IPM to be provided
ohn Doe not needed SA1 [1.5.2010 B0.4.2013 10
ohn Doe not needed SA4 [1.5.2010 B0.4.2013 12
new staff Ea00 RA2 [1.12.2010 B0.4.2013 29
new fellow ZeOl RA2 1.12.2010 B0.4.2013 29
[TOTAL: 80

Travel & subsistence:

Please provide an estimated no. of trips within Europe and overseas and estimate of the average duration (in days) of the trips.

Average duration of the trip (in
Activity/WP d no. of trips within Europe | Estimated no. of trips days)
SA1 75 5] 3]
SA2 45 3] 4
RA2
[Total: 120 8|

Other material:

PC and phone charges for 100% EC funded people only, office supplies, coffee breaks at project meetings at CERN, training
necessary for achieving project objectives only, printing of project brochusers, etc.

Wctivity/WP

Description

 costs in EUR

SA1

PC for new staff to be hired working 100% on the project

1,000

1,000



Personnel costs:
The actual costs not the standard costs are charged to the EC.
To ensure the budget is reasonable and will cover all the costs of the resources the best is to provide the names of the people who will be involved in the project if known, if not known provide at least required skill level for staff and fellows (career path & band), or specify if a project associate or technical student will be involved.

The project takes place over 2, 3 or more years therefore the annual inflation adjustment of salaries has to be built into the budget as well as the step increases of the staff members every year. 
The standard costs given in the salary grid include the overhead factor which covers costs like home leave, the additional travel, the international indemnity, but in some cases does not cover the installation indemnities, school fees and more importantly the end of contract indemnities which are now charged to the individual departments. Only part related to the project can be claimed to the EC, for the rest a reserve has to be made in the overheads. Therefore the costs should be calculated on a case by case basis. 

Travel costs:
The best is to estimate how many meetings/conferences there will be per year and how many people will attend them, what is the average no. of length of the trips (in days), how many trips will be within Europe and how many overseas. The costing is done based on the averaged published subsistence rates, average cost of air tickets, average cost of other expenses (e.g. registration fees, taxi, parking, local transport, etc.)

Other material:
For example the computers, laptops for the 100% EU funded people only, office supplies, phone charges, dissemination materials, printing of brochures, postage, etc.
The infrastructure costs like tables, chairs are not eligible for EC funding, neither are the dinners and any other costs which are not necessary for completing the project objectives.

EUR/CHF exchange rate:
The budget must be in EUR. It’s calculated many months before the start of the project and therefore the exchange rate can change significantly in the mean time. The question is what rate we should use for the budget calculation. It cannot be the rate of today, but a rate of the day when the pre-financing will be received – e.g. Jun’10 for projects starting in May’10. Using the purchasing power parity the rate can be predicted, but we cannot rely on it 100%. 
Therefore a 25% reserve is taken from the reimbursed overheads in other, RTD and management activities and a 100% reserve of the reimbursed overheads in the Coordination activities. This is to cover the possible exchange rate difference and any other possible risks.

Using the data above we can calculate the average PM cost for the coordinator. If average PM per activity is used it gives more reliable data. 



The question of matching/co-funding

How it can be done?

Options:

Form C:
1) Claim all PMs & ask for 50% [ ccicosts 1,000
imb t Indirect costs 600
reimoursemen Total Costs 1,600
Max. EC Req. contribution 1,600
Requested contribution 800

2) Negotiate 50% reimbursement ™M
. Direct costs 1,000
rate with the EC Indirect costs 600
Total costs 1,600
Max. EC Req. Contribution 800
Requested contribution 800

3) Claim 1/2 PMs & ask for 100% o™
i Direct costs 500
reimbursement Indirect costs 300
Total costs 800
Max. EC Req. Contribution 800
Requested contribution 800



A simplified example.


Pros

Options 1 & 2

Transparency of
matching

Very clear from the Form C
what is the funding provided by
the partners

PM reported in
total

No need to split the PM into
funded and matching -> simpler
timesheets, no funding ratios
needed in PPT (if used)

Total costs signed Reduces the

off/audited

chances of
creative accounting. Even the
matching personnel claimed on
the Form C —> ftraceable,
matching done in PMs and
EUR

No matching by
cheap staff

The matching must be in EUR
as well as PMs

Cons

Total project
costs higher

More costs must be audited ->
can increase audit fees

Reimbursement
rates in NEF
different

The 50% reimbursement rate is
agreed between the partners
only -> the EC’s reporting tool
will have the official rates ->
confusing for the partners

unless option 2 chosen

Internal
budgeting may be
more complex

All PMs must be linked to the
project (via e.g. budget codes) ,
but e.g. 50% must be funded
by the institute. How to make
the split?

Not all partners
will be willing to
accept this model

In some cases the 2 PMs
method is more beneficial for
the partners for different
reasons.




Pros

Option 3

Lower total project
costs

Matching PMs not claimed on Form
C, don’'t have to be audited -> lower
audit fees

Easier internal
budgeting

Clear separation of personnel into
those funded by EC and those
funded by the institute, e.g. by the
use of different budget codes,
funding source, etc.

Other costs can be
100%/75%
reimbursed even for
matching personnel

If available EC funding permits and
if mentioned in DOW

Same
reimbursement
rates in NEF

The official EC rates will be used in
NEF, less confusion for the
partners

Cons

If matching in PMs
only -> may be
done by cheap
staff

May be a problem in case of EC
audit -> agree matching in EUR
as well as in PMs

Partners not
respecting the rule

May claim all PMs and ask for
100%/75%reimbursement.
Coordinator may not spot it.

How to split the
PMs?

Some partners don’t know how to
deal with it. Split the people into
50/50 funding or split into 2 groups
—1 fully funded, 1 unfunded

Lower
reimbursement of
COORD activities

7% for overheads calculated from
only "2 of the direct costs




Budgeting for the consortium

» applicable when CERN is a coordinator

-Define PMs needed to complete the project objectives: per activity & partner (e.g. via bidding)

- Collect from the partners: average PM cost, average other costs per PM (both in EUR),
overhead rates

-Use e.g. the simulation tool to cost the project
- If available EC funds not sufficient -> cut PMs / agree on the co-funding

- Prepare a table showing funded and matching PMs per partner & activity
-Include agreed co-funding option / reimbursement rates in the CA

-Internal cost claims and timesheets should reflect the co-funding option agreed




Other considerations

+Get agreement from the EC on the co-funding options, include it
in the DOW and the Consortium agreement (CA)

+Negotiate new reimbursement rates (if applicable)

+Negotiate the way of reporting the matching PMs & costs

+ Include the list of funded and matching PMs per partner in the CA
+ In CA include the clause on financial reporting (e.q.
funded/matching PMs, internal cost claims, reporting of matching
costs) and pre-financing distribution

+Try to avoid combining the two models - overcomplicated

+If possible use PPT for timesheets - simplifies the calculation and
reporting of PMs

+ In JRA activity don’t half the PMs but use 2/3 to get 50%
reimbursement




