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Lump sums

Flat-
rates

Unit costs

No Audit of (all) real costs ! 
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Art 53: Forms of grants
(combination)

• Real costs:
• costs actually incurred, identifiable and verifiable, recorded including VAT

• Unit costs
• a fixed amount per unit determined ex ante. Ex: for personnel costs.

• Lump sum
• a global amount to cover one or several cost categories. Ex: Phase 1 of SME

instrument
• Flat rate

• a % to be calculated on the eligible costs. Ex: 25% flat rate for indirect costs
• FNLC

• a payment triggered by the achievement of a milestone or target. Ex: per ton of
CO2 reduction
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Flat rates overview for grants
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Basis Flat-rate Costs covered 
(or calculated) Special provisions Calculation

Direct costs Up to 7% (art 54) Indirect costs
7% does not need

calculation Off-the-shelf

Direct Staff Costs Up to 15% (art 54) Indirect costs 15% does not need
calculation Off-the-shelf

Direct Costs Up to 25% (art 54) Indirect costs Requires methodology FEV Method

Direct Costs Roll-over 2014-2020 rate Indirect costs For similar operations

Direct staff costs Up to 40%
(art 56)

Remaining 
costs (all other
costs other 
than DSC)

ERDF/ESF+/JTF/home 
funds: 

Salaries/allowances
paid to trainees not in 
flat rate + incompatible

with 20% Art 55.1

Off-the-shelf

All other costs 
excluding direct 
staff costs

Up to 20% (art 55.1) Direct staff 
costs

But if costs incl PP 
above EU thresholds 

then FEV method
Off-the-shelf

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.CI.2020.108.01.0001.01.ENG#ntr15-CI2020108EN.01000101-E0015


Example: audit of some real 
costs

• Your project is about training: you pay 10 000 EUR for a trainer and you 
have to rent a space (5000 EUR) to do the training of young unemployed. 
How are these costs covered:

• a) when you use the 40% flat rate ?
• DSC: 10 000 EUR 
• Rent is part of the 40% rate and cannot be claimed separately

• DSC*40%=4000 EUR
• Total cost= 10 000 EUR + 4000 EUR = 14 000 EUR

• b) when you use the 15% flat rate?
• DSC: 10 000 EUR
• Indirect costs: 10 000*15%=1500
• Rent not part of 15% rate but are claimed as other direct costs

• Other direct costs: 5000 EUR
• Total costs: 10 000 + 1500 + 5000= 16 500 EUR



Determining hourly rates
for direct staff costs
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Unit cost for hourly rates for Direct 
Staff Costs in grants (art 55.2) 

Nominator Denominator
Latest documented annual 

gross employment costs
1720 hours for persons working full 

time 
Latest documented annual 

gross employment costs
Corresponding pro-rata of 1720 

hours, for persons working part-
time

Latest documented monthly 
gross employment costs

Average monthly 
working time of the person 

concerned



Example: verification of proper method 
and use of the prorata 1720 hours rule

• An ERDF project has an expert with total hours equating to 40% of a FTE 
(1.0) post

• The annual gross employment costs for the expert working 0.4 of a FTE 
post are  EUR 12,000

• Question: what is the hourly rate by following Art 55.2 a) CPR and using 
the 1720 pro-rata method?

Did you apply 
correctly the 
pro-rata rule?



Solution A

• Increase the current annual gross employment costs to a FTE 
(1.0) on a pro-rata basis and then dividing that salary by 1720 to 
determine the hourly rate

• FTE annual gross employment costs = (1.0 / 0.4) x EUR 12,000
• 2.5 x EUR 12,000 = EUR 30,0000 FTE (1.0) annual gross 

employment costs
• EUR 30,000 divided by 1720 = EUR 17.44 (hourly rate)



Hourly rates

Special provisions

total number of hours declared per person for a given year or 
month shall not exceed the number of hours used for the 

calculation of that hourly rate (art 55.3)
Where annual gross employment costs are not available, they 

may be derived from the available documented gross 
employment costs or from the contract for employment, duly 

adjusted for a 12 month period (art 55.4)
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Did you claim  
hours in 

excess of 1720 
hours?



Gold-plating and Hourly rates

Special provisions

Timesheets

Staff costs related to individuals who work on part-
time assignment on the operation may be calculated 
as a fixed percentage of the gross employment 
costs, in line with a fixed percentage of time worked 
on the operation per month, with no obligation to 
establish a separate working time registration 
system. The employer shall issue a document for 
employees setting out that fixed percentage

(art 55.5)
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Verification of supporting evidence/documents for
outputs: declared amount reflect actual outputs?
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HOURS WORKED HOURLY RATE
EUR/hour

Time records

Methodology FEV to calculate
average staff costs

NB: you cannot claim more than the
hours used in the denominator

1720 hours rule FT
or prorata OWN HOURS



Manager X has a work week of 36 hours (which according to 
social partners work agreement is a full time). Gross monthly 
salary is €2.625 monthly. 
On top they charge flat-rate of 32% for social security and 
holiday allowance (32%*€2.625 = €840); 
total monthly gross salary becomes (2.625+840=€3.465)
and  annually 3465*12= €41.580
Using 1720 rule the hourly rate becomes 
41.580/1.720= €24,17/hour

SCO Gold-plating and supporting evidence   
Case: Dutch hourly staff cost calculation 
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Lumpsums: no auidt of real costs and
underlying financial documents

Period Increase maximum level Costs covered

2007-2013 max €50.000 Covering all or 
certain categories
of eligible costs
established in 

advance

2014-2020
max €100.000 of public contribution 

(per operation)

2021-2027 No ceiling = no specific article ; 
only reference is Art 53.3
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Nondelivery
leads to 100% 

correction

Correction if 
intermediate 

payments not 
justified by 

final delivery



Mandatory use SCO in grants

 2014 - 2020: SCO mandatory projects ≤50 000 € ESF/public 
support but not if State Aid (art 14.4 ESF)
 2021 - 2027: SCO mandatory if ERDF/ESF+/JTF and 

AMIF/ISF/BMVI projects ≤200 000 € total cost unless State Aid
 MA/PMC can exempt R&I projects (art 53.2 CPR) 

 Operations fully procured may be implemented with the use 
of SCOs



Exercise: which project complies with art 
53.2 CPR on mandatory SCO use? 

Project A € Reimbursement method
chosen

Direct staff costs 100.000 Real costs
Indirect costs 15.000 Flat rate 15%
Other direct costs 75.000 Real costs
Total costs 190.000

Project B € Reimbursement method
chosen

Direct staff costs 100.000 Real costs
Indirect costs 15.000 Flat rate 15%
Other direct costs 90.000 Real costs
Total costs 205.000



Audit approach: SCO Methodologies 
for grants (art 53.3)

 FEV method based on statistical data/expert judgment,
verified historic data, accounting practices of individual
beneficiaries
 Draft budgets case by case where TC not exceeding EUR

200 000
 EU policies or national schemes in similar operations

(requirement of “similar beneficiaries” waived)
 Off-the-shelf solutions



New risks: inclusion of costs in 
DC but already covered by IC

Direct costs: costs directly related to an individual activity  
• direct staff costs
• other direct costs

Indirect costs: costs which are not connected directly to an individual 
activity of the entity (typical administrative/staff expenditure, such as: 
management costs, recruitment expenses, costs for the accountant or the 
cleaner, telephone, water or electricity expenses, and so on) 



New risks: inclusion of costs not allowed 
under State Aid 

If State Aid (art 107 TFEU) you must comply with SA:

 Categories of costs covered by SCO must be eligible under both 
ESI and SA rules 
 Maximum aid intensities of SA must be respected 
 Compliance with SA should be checked when SCO method is 

established 



SGEI and SCO 
French Court of 
Auditors Report 
2021

• SGEI in ESF:  
• But SCO should NOT be 
leading to overcompensation 
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Declared amounts do not reflect actual 
outputs



SCO issues

• Identify SCO for each Priority or measure
• Innovative actions often REAL COSTS
• Make it compulsory to use SCO: “ not a la carte”
• Applying 40% when you have salaries and allowances of participants
• Defining what is a DSC: use the 3 P model 
• Which costs in DSC: gross salary, social security contributions paid by 

company, home-work reimbursements, company share of “cheques-
repas”  

• Externals outsourced trainers in DSC: caring for materials or travel costs
• Non-exhaustive list of IC 
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Appendix 1 Annex VAppendix 1 Annex V











ANY QUESTIONS?
Marco Lopriore, Expert 
ESF, Structural Policy, SME

Tel. +31 43 3296 316
Fax +31 43 3296 296
E-mail: m.lopriore@eipa.eu

mailto:m.lopriore@eipa.com
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https://www.facebook.com/eipa.eu/
https://www.linkedin.com/company/european-institute-of-public-administration/
https://twitter.com/eu_eipa
https://www.youtube.com/channel/UC_hqjC5hYVVkAZc1RS7OlLg
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