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COMMISSION DECISION 

of 10.12.2013 

authorising the reimbursement on the basis of a lump sum for SME instrument phase 1 
actions under the Horizon 2020 Framework Programme 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European Union, 

Having regard to the Regulation of the European Parliament and of the Council establishing 
Horizon 2020 - The Framework Programme for Research and Innovation (2014-2020), and in 
particular Article 18 thereof, 

Having regard to the Regulation of the European Parliament and of the Council laying down 
the rules for participation and dissemination in Horizon 2020 - The Framework Programme 
for Research and Innovation (2014-2020), and in particular Articles 21 and 24 thereof, 

Having regard to Regulation (EC, Euratom) No 966/2012 of the European Parliament and of 
the Council of 25 October 2012 on the financial rules applicable to the general budget of the 
Union1 (hereinafter referred to as the 'Financial Regulation'), and in particular Article 124 
thereof, 

Whereas: 

(1) Article 182 of Commission Delegated Regulation (EU) No 1268/2012 of 29 October 
2012 on the rules of application of Regulation (EU, Euratom) No 966/2012 of the 
European Parliament and of the Council on the financial rules applicable to the general 
budget of the Union2 contains detailed rules regarding lump sums, 

(2) Simplification as a central aim of the Horizon 2020 Framework Programme needs to 
be reflected in its design, rules, financial management and implementation, 

(3) Simpler funding rules reduce the administrative costs for participation and contribute 
to the prevention and reduction of financial errors. In this respect, the use of lump 
sums is necessary to simplify the calculation of grant amounts, to significantly 
decrease the workload of both the beneficiaries and the Commission as well as to 
accelerate payment procedures, 

(4) The use of a lump sum should therefore be authorised for the SME Instrument phase 1 
actions, 

                                                 
1 OJ L 298, 26.10.2012, p. 1. 
2 Commission Delegated Regulation (EU) No 1268/2012 of 29 October 2012 on the rules of application 

of Regulation (EU, Euratom) No 966/2012 of the European Parliament and of the Council on the 
financial rules applicable to the general budget of the Union (OJ L 362, 31.12.2012, p. 1). 
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HAS DECIDED AS FOLLOWS:  

Article 1 
The use of grants for reimbursement of eligible costs declared by beneficiaries on the basis of 
a lump sum is authorised for SME INSTRUMENT Phase 1 actions under the Horizon 2020 
Framework Programme, for the reasons and under the conditions set out in the Annex. 

Article 2 
This Decision is subject to the final adoption of the Regulation of the European Parliament and 
the Council establishing Horizon 2020 - The Framework Programme for Research and 
Innovation (2014-2020), the Regulation of the European Parliament and of the Council laying 
down the rules for the participation and dissemination in Horizon 2020 – The Framework 
Programme for Research and Innovation (2014-2020) and the Council Decision establishing 
the Specific Programme implementing Horizon 2020 – The Framework Programme for 
Research and Innovation (2014-2020) by the legislative authority without significant 
modifications. 

Done at Brussels, 10.12.2013 

 For the Commission 
 Máire GEOGHEGAN-QUINN 
 Member of the Commission 
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EN 
ANNEX 

 
1. Form of grants and categories of costs covered 
 
The dedicated SME INSTRUMENT Phase 1 grants within the Horizon 2020 Framework 
Programme shall exclusively take the form of reimbursement of eligible costs declared 
by beneficiaries on the basis of a lump sum. 
 
The Phase 1 grants cover the costs of the "feasibility study: business innovation plan" 
which can be the basis for applying for funding under Phase 2 of the dedicated SME 
instrument.  
 
The eligible costs to be declared under the lump sum for Phase 1 are the eligible direct 
and indirect costs of the development of a feasibility study, which can relate to both in-
house work and external advice such as IPR assessment, legal matters, technological 
analysis, business advice, market studies, etc.  
 
Costs for the feasibility study declared as a lump sum shall be eligible if they correspond 
to the lump sum set out in the estimated budget for the action (Annex 2 of the grant 
agreement) and if the corresponding tasks or parts of the action have been properly 
implemented in accordance with Annex 1 of the grant agreement. 

 
Therefore, the categories of eligible costs to be declared on the basis of the lump sum are 
all the eligible costs of the Phase 1 activities (feasibility study: business innovation plan), 
i.e.: 
 
- Costs of personnel directly assigned to the feasibility study; 

 
- Travel costs and related subsistence allowances necessary for the feasibility study; 

   
- Costs of subcontracting necessary for the feasibility study; 

 
- Depreciation costs for equipment directly used for the feasibility study;  

 
- Costs of other goods and services directly used for the feasibility study; 

 
- Indirect costs. 
 
The amount of the lump sum shall be calculated in accordance with the methodology set 
out in Section 3 and is set out in Section 3.  

2. Justification  
2.1 Appropriateness of lump sum costs with regard to the nature of the dedicated SME 
instrument phase 1 actions 

The dedicated SME instrument addresses the needs of internationally oriented SMEs by 
providing funding for early stage high-risk research and innovation with a clear European 
added value, thereby stimulating innovations, including eco-innovations and social 
innovations, and increasing private sector commercialisation for research results. 
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It will provide funding in three phases: 
• Phase 1 funding for a "Concept and feasibility assessment" to explore the 

scientific and technical feasibility and the commercial potential of a new idea 
(proof of concept) in order to develop an innovation project. A positive outcome 
of this assessment will allow for funding under the following phase(s). 

• Phase 2 "R&D, demonstration, market replication", will support research and 
development with a particular focus on demonstration activities (testing, 
prototype, scale-up studies, design, piloting innovative processes, products and 
services, performance verification etc.) and market replication. 

• Phase 3 "Commercialisation" will not provide direct funding other than support 
activities, but aims to facilitate access to private capital and innovation enabling 
environments. 

The dedicated SME instrument responds to the demand for a funding mechanism that is 
better aligned to the strategic needs of innovative SMEs. 
 
The objective is to provide a SME-friendly instrument that is characterised by a very 
short time-to-grant corresponding to the short innovation cycles in companies and 
provides for a simplified and resource-efficient management, in particular for Phase 1 of 
the SME instrument corresponding to the smaller risks/funding involved. 
 
The outcome of Phase 1 will be a business innovation plan including an innovation 
strategy based on the feasibility study. 
A standard approach for the eligibility of costs on the basis of a fixed lump sum is chosen 
based on the following assumptions: 

(1) SMEs usually do not have all necessary abilities and knowledge in-house to 
address the different parts of a feasibility study for an innovation action (i.e. 
IPR assessment, market study, etc.), but they innovate in cooperation with 
others. Depending on the size of the company, sector or other variables, the 
in-house competences and capacities as well as the scope and type of external 
advice and help needed may vary. It may come from different sources and on 
different matters (IPR, legal matters, technological, business advice, market 
studies, etc). The standard approach ensures minimum burden for 
beneficiaries and a flexible way to meet their needs to implement the project. 

(2) The SME instrument covers different areas of science and knowledge and 
encourages cross-fertilisation. It also encompasses a broad geographical area 
where prices/costs are different. It is necessary to follow a standard approach: 

• to simplify the implementation, 

• to encourage cross-border collaboration among SMEs and with other 
innovators, and  

• to facilitate the relations with other companies, experts or external advice 
from different areas of knowledge or sectors 

As a conclusion, due to the standardisation of the project type and project result and the 
need to speed up project management, it is appropriate to estimate "ex ante" the standard 
project cost and to use a lump sum cost for phase 1 of the SME instrument. It is a 
simplification measure that will facilitate support to SMEs and attract innovative SMEs 
to participate, in particular those that have not participated before.   

2.2 The risks of irregularities and fraud and costs of control 
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The risk of fraud and cost of controls of the triggering event for the eligible lump sum 
cost are minimal, since the proper implementation of the action  is easy to verify. 
In addition, through the award process independent experts assess the feasibility study 
and validate that the envisaged output corresponds to the value of the grant. 
 
Conversely, the costs of control of the actual eligible costs of the feasibility study 
activities are high (many personnel-intensive tasks are involved). Controlling the actual 
eligible costs would not be cost-effective in view of the amount of the grant (€50,000, see 
below), which constitutes a rather low financial risk.  
 
Pre financing will not exceed 50% of the total amount of the grant, of which EUR 2 500 
are retained as contribution to the Guarantee Fund. The maximum financial risk of the 
EU is therefore up to   EUR 25 000 per grant for the cases where the output is not 
delivered or where the delivered output does not achieve the minimum quality or content 
required.  

3. Method to determine the amount of the lump sum 
The support in Phase 1 shall be provided in the form of reimbursement of eligible costs 
declared on the basis of a lump sum. According to Article 124(2) of Regulation (EC, 
Euratom) No 966/2012, the method chosen to determine the lump sum may be  based on 
"statistical data or similar objective means".  
The average eligible costs of producing the "feasibility study: business innovation plan " 
have been objectively estimated. Due to the different thematic areas of implementation of 
the SME instrument, Commission services have estimated standard costs, which cover 
the general expenses of the development of a feasibility study. 

3.1. Calculation of standard costs  

The estimation of the eligible costs is done assuming that one or two experts (full time 
equivalents) are needed for 6 months (corresponding to 120 or 240 necessary working 
days) for the purpose of delivering the feasibility study funded under Phase 1 (see also 
Point 3.2(a)). The implementation of phase 1 shall not modify the cost structure or the 
payroll of the SME. Some of the activities will be subcontracted; some others will be 
implemented by the SME in-house. 
 
The standard approach implies to use as a baseline for calculating the honorarium set for 
independent experts, a rate of EUR 450/day, as specified in the appointment letter to 
experts. This approach is independent of the country or region or the field of expertise.  
 
According to this calculation the overall eligible costs of experts for the output of Phase 1 
vary between EUR 54 000 and EUR 108 000. This amount reflects the total eligible costs 
of the development of a feasibility study. 
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3.2. Comparative analysis of the financing arrangements under existing similar schemes 

 

The comparative analysis is based on the following similar schemes: 

• United Kingdom SBRI (hereinafter, UK SBRI) phase 1 "proposals concentrate on 
proving the scientific, technical and commercial feasibility of the proposed 
project."1 

• Netherlands SBIR (hereinafter, NL SBIR) phase 1: Phase 1 is a feasibility study2 

• United States SBIR: Phase I is the start-up phase. "Approximately 6 months 
support exploration of the technical merit or feasibility of an idea or technology"3 

• Sweden, Research and Growth programme grants a feasibility study4 

a) Time to deliver (duration of the action) 

On the basis of the experience of similar schemes, the time to produce a feasibility study 
for Phase 1 of the SME instrument is estimated at 6 months.  
Similar schemes: 

• UK SBRI, the time to develop a feasibility study in this phase is 6 months5 

• NL SBIR stipulates 6 months for the feasibility study6 

• US SBIR, the time to develop its phase 1 is up to 6 months7 

• Sweden, Research and Growth programme; the time to develop the 
feasibility study is from 3 to 6 months8.  

                                                           
1Technology Strategy Board. SBRI. United Kingdom. 
https://www.innovateuk.org/documents/1524978/1814018/SBRI+brochure/57cd28aa-2676-4acb-afa6-
37d13eaa9b2e 

2ERAWATCH. Netherlands.  
http://erawatch.jrc.ec.europa.eu/erawatch/opencms/information/country_pages/nl/supportmeasure/su
pport_mig_0005  

3U.S. Small Business Administration. http://www.sba.gov/content/small-business-innovation-research-
program-sbir http://www.sba.gov/content/small-business-innovation-research-program-sbir 

4ERAWATCH. Sweden. 
http://erawatch.jrc.ec.europa.eu/erawatch/opencms/information/country_pages/se/supportmeasure/su
pport_mig_0007  

5 Technology Strategy Board. SBRI. United Kingdom. 
https://www.innovateuk.org/documents/1524978/1814018/SBRI+brochure/57cd28aa-2676-4acb-afa6-
37d13eaa9b2e 

6 ERAWATCH. Netherlands.  
http://erawatch.jrc.ec.europa.eu/erawatch/opencms/information/country_pages/nl/supportmeasure/su
pport_mig_0005 

7 U.S. Small Business Administration http://www.sbir.gov/applicants; 
http://www2.ed.gov/programs/sbir/index.html 

http://www.sba.gov/content/small-business-innovation-research-program-sbir
http://www.sba.gov/content/small-business-innovation-research-program-sbir
http://erawatch.jrc.ec.europa.eu/erawatch/opencms/information/country_pages/se/supportmeasure/support_mig_0007
http://erawatch.jrc.ec.europa.eu/erawatch/opencms/information/country_pages/se/supportmeasure/support_mig_0007
http://www.sbir.gov/applicants
http://www2.ed.gov/programs/sbir/index.html
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b) Financial contributions awarded 

• UK SBRI, the amount for phase 1 is up to EUR 118 000 (GBP 100 000). 

• NL SBIR, the amount for phase 1 is EUR 50 000  

• US SBIR, the amount for phase 1 is approximately EUR  110 000  (USD 
150 000) 

• Sweden, Research and Growth; the amount for the feasibility study is up to 
EUR 46 000  

The above estimations contain provision for direct and indirect costs.  

 

3.3. Amount of the lump sum 

 

Taking into consideration the average of the standard eligible costs estimated in Point 3.2 
(b), the cost of the development of a feasibility study is at least EUR 70 000.  

In order to avoid the risk of fraud and to protect the financial interest of the Union, the 
eligible costs of the development of the feasibility study shall remain in the low range of 
the estimated amount and, below the average of similar funding schemes, i.e. around 
EUR 70 000. Applying the usual co-financing rate of the 70 %,% to the lump sum 
considered as appropriately reflecting the underlying eligible costs (EUR 70 000), the 
amount of the grant is EUR 49 000.   

For the sake of simplification, the amount of the lump sum to be declared as eligible 
costs is fixed at EUR 71 429, leading to an amount of the grant of EUR 50 000 (for 
mono- and multi-beneficiary grants). 
 
The amount of EUR 71 429 shall apply for the full duration of Horizon 2020, unless it 
does not prove appropriate anymore. In such a case, it will be adjusted by a new 
Commission decision.  
 
4. No-profit and co-financing principles and absence of double financing 

The following elements limit the risk of profit: 

- The use of the low range for the assessment of standard costs; 

- The application of the standard 70% reimbursement rate; 

- The absence of revenue generated from the Phase 1 action.  

It may in addition be noted that Article 125(4) of the Financial Regulation exempts low 
value grants (grants lower than or equal to EUR 60 000) from the no-profit principle. 

                                                                                                                                                                            
8 ERAWATCH. Sweden 
http://erawatch.jrc.ec.europa.eu/erawatch/opencms/information/country_pages/se/supportmeasure/su
pport_mig_0007 
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The co-financing principle is complied with by application of the reimbursement rate to 
the eligible costs declared as a lump sum. 

The grant takes exclusively the form of reimbursement of costs declared as eligible on 
the basis of the lump sum, which renders void the risk of double financing due to the 
declaration of the same costs as eligible under different budget categories. In addition, 
the specificity of the activities funded under the SME Instrument Phase 1 limits the risks 
that other Union-funded grants are awarded for the same action.  

 

Finally, the proposal for Phase 1 containing the information concerning the envisaged 
feasibility study is evaluated with the help of independent experts, who will assess the 
quality and validate that the expected output corresponds to the value of the grant. This 
means all projects will also be scrutinised by 'expert opinion', which relies on subject 
matter experts to assess the quality of the feasibility study. Expert opinion is a recognised 
methodology for cost estimation9. The expert opinion as a cost estimation method, also 
known as engineering judgment, is widely used in matters of scientific technology. The 
use of expert opinion is as accurate as other methods10.  

                                                           
9 GAO-07-1134SP Cost Assessment Guide: Best Practices for Estimating and Managing Program 
Costs. United States Government Accountability Office. July 2007. 

10 Expert judgement in cost estimating: Modelling the reasoning process. Christopher Rush & 
Rajkumar Roy. Department of Enterprise Integration. School of Industrial Manufacturing and Science. 
Cranfield University. UK. Concurrent Engineering December 2001 vol. 9 no. 4 271-284 
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