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SCO/FNLC rules in 2021-2027



New 2021-2027 
programmes 

• 15 MS with SCO worth 11 Bn EUR
• BE, BG, CZ, DE, IE, ES, FR, HR, IT, LV, LT, MT, NL, AT, PT and the 

Interreg programmes.
• SMEs’ business development & internationalisation; RDI, EE in buildings; 

active inclusion & employability; active employment &  activation 
measures; quality & inclusive E&T.

• 7 MS with FNLC worth 5 Bn EUR
• BG, IT, LV, HU, AT, PT and PL.
• EE; social innovation; childcare; ACB; TA; formal education & social 

inclusion.
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SCO State of play 2021-2027
Appendix 1 Annex V

Italy No ERDF programmes 
Only Lazio ERDF programme for unit costs
20 ESF+ regional programmes do not have it 
Only 2 out of 20 ESF+ regional programmes (Toscana, Lazio) 

X
√
X
√

Spain 14 of 17 regions do not have it 
3 Regional ESF+ of Castilla y Leon & Cataluna & Galicia: access to employment for 
the marginalized, youth, and long-term unemployed through vocational training

X
√

Germany 14 of 16 regions did not include SCO, neither the national programmes
Only 2 regional programmes included SCO: 
• Hamburg (ERDF): intelligent automatization in schools
• North Rhine-Westphalia (ESF+/JTF): vocational training, consulting offers, and 

financial backing to support employees and companies with demographic change 
+ equal access to quality education + live-long learning + access to employment

X
√

Ireland Not for ERDF South, East, Midlands ERDF programme
Not in national JTF

X
X

Malta ERDF/CF/JTF programme Lumpsum for SME support
ESF+ Programme support for access to employment and education

√
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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


Categories of costs

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) 



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 and further simplifications  
Case: Dutch hourly staff cost calculation 
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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



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)

© EIPA 2022 10

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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Staff costs : determining the hourly rate
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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



Lumpsums: no audit 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



Let’s look at at a project costs: what can be covered
by SCO?
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Typology of costs

Direct Costs

Indirect Costs

Direct Staff Costs Other Direct Costs

Actual Real Costs
Evidencing invoices (salaries and

timesheets)
Evidencing invoices/apportioning of 

equipment use

Evidencing invoices and
apportioning method

for electricity

Unit Costs 1720 rule for full time or part time 
workers/pro-rata rule Allowances 100 EUR/night

Flat rate Covered by 20% flat rate Covered by 15%, 7%, 
max 25% flat rates

Covered by 40% flat rate

Lump Sum 20 000 EUR for providing stand in trade fair for group of SME

Financing Not 
Linked to Cost 250 EUR per ton CO2 reduced (but it is not linked to costs!)



Which SCO suits you best ?
You can go for super SCO…

Pros and Cons LUMPSUM

+ • Well defined products or service
• Single payment/milestones

- • Binary approach
• Does not fit well innovative projects

Pros and Cons FLAT RATES
+ • Reduction errors and paper trail for small expenses

- • Tackling small part of spending
• Still need a clean basis

Pros and 
Cons

UNIT COST

+ • Proportional
• Input-output-results oriented

- • Perverse effects



Additional rules: 
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



Additional rules: 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



SGEI and SCO 
French Court of 
Auditors Report 
2021

• SGEI in ESF:  
• But SCO should NOT be 
leading to overcompensation 
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Structure of financial support in 2021-2027  

Forms of EU contribution to programmes: 
• MS support to beneficiaries (real costs art 51.b)
• SSUC, LS, FR (art 94): use Appendix 1 Annex V 
• FNLC (art 95) : use Appendix 2 Annex V 
• EU level SCO: art 94.4

EU

Member State

Forms of support by MS  to beneficiaries :

 Grants: real costs, SSUC, LS, FR, combination 
(art 52-56)

 Grants: FNLC (must be covered by art 95)   
 Grants under conditions: art 57

Beneficiaries

LOWER 
LEVEL 2 

UPPER 
LEVEL 1



SCO and FNLC
CPR/ERDF/CF/ESF+ Regulations
FNCL/SCO optional (appendix 1 and 2 Annex V 
CPR). Level 1 and level 2 
Appendix 1 Annex V can be submitted at OP 
approval or later aswell and needs to include 
estimate of expenditure covered
Appendix 1 and 2 is public alongside EC 
approval of OP
Fair, equitable and verifiable methodology, 
expert judgment
Upfront AA agreement

SCO should include only eligible expenditure

Recovery & Resilience Facility Reg.
FNLC mandatory 

Calculations for the total estimated cost (incl unit 
cost) of the R&I is submitted at presentation of 
NRRP 
Costing of R&I submitted in Excell format but are 
not public 
Costs needs to plausible/in line, 
reasonable/evidence and commensurate/cost-
efficient (including SCO)
MS ask validation by independent Fiscal Council

Costing excludes VAT and double funding



SCO issues

• 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











Lander Nord-
Rhein Westphalen
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SCO : How does Appendix 1  work ? 

EC 
 EC approves Programmes & Appendix 1 Annex V (art 94) or 

Appendix 2 (art 95 FNLC) – MS specific 
 EC checks  & pays MS the rate set for by Appendix 1 

MS 

 MS develops FEV methodology & proposes Appendix 1 to EC
 At Programme approval or amendment later
 upfront AA assessment for Appendix 1 Annex V (AA assessment 

not needed for Appendix 2 FNLC)

MA 
• MA uses CPR art 53 (real costs, SSUC, LS, % or combination)
• MA checks delivery by beneficiary (limitation of scope of 

MV/audits) 

BENEFICIARY
 Beneficiary gets paid same SCO which set between EC and MS 

(or different/less) - YOU ARE FREE TO CHOOSE



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


EIPA, June 29, 2023 - WWW.EIPA.EU ©

Exercise: unit cost

 Total cost =  EUR 155 742
 20 trainees
 each one being trained for 1600 hours
 1 day has 8 hours
 Target : 75% of trainees into a job at the end of the training
 Devise a unit cost either :
 a) process (input/output) based
 or b) result based
What are the PRO and CONS of your solutions? Any possible

countermeasures?



EIPA, June 29, 2023 - WWW.EIPA.EU ©

Control and audit of unit costs
Advantages and disadvantages of SCO

SCO chosen + PROS - CONS Possible countermeasures

,,,,

,,,

…..



Exercise: proper application of SCO  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
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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


Lump sums

Flat-
rates

Unit costs

Common errors in apportioning: go for SCO! 
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EU level SCO ERDF
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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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