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Introduction

This report is the fourth deliverable in the study on the uptake of Simplified Cost Options
(SCO) and Financing Not Linked to Costs (FNLC) for Common Provisions Regulation
(CPR) Funds in the 2014-2020 and 2021-2027 programming periods.

The report highlights key findings on the uptake of simplification measures across two
programming periods. It distinguishes between use at a lower level (between programme
authorities and beneficiaries) and at an upper level (between programme authorities and
the European Commission). These findings are primarily based on data from the survey
of programme authorities from 27 February to 31 May 2024. In addition, the report
includes an analysis of qualitative responses regarding reasons for using and not using
SCO/FNLC, as well as perceptions of their advantages and hindrances to their use.
Furthermore, the report presents an analysis of qualitative data collected through another
survey, of CPR Fund beneficiaries, between July and August 2024. Finally, key lessons
have been elaborated.

The document also has sections with information and analysis for funds under the
responsibility of individual Directorates-General (DGSs) as follows:

e Chapter 1 - data collection and analysis methodology.
e Chapter 2 - survey responses across funds and programming periods.
e Chapter 2.2 - SCO under EAFRD in 2014-2020.

e Chapter 4 - SCO and FNLC under ESF for the programming periods 2014-2020
and 2021-2027.

e Chapter 5 - SCO under AMIF, BMVI and ISF in 2021-2027.
e Chapter 6 - SCO under EMFF/EMFAF for 2014-2020 and 2021-2027.

e Chapter 7 - SCO and FNLC under CF, ERDF and JTF for 2014-2020 and 2021-
2027.





Executive summary

[to be completed in the final report]





Key findings and lessons learnt

The figure below summarises key findings on the uptake of simplification measures (i.e.,
SCO and FNLC) across the funds and the two programming periods.

Figure 1 Overview of the uptake of simplification measures across by fund
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There was a significant increase in the use and impact of simplification measures over
the previous programming period. This is particularly evident from the impact of SCOs in
the financial flow between Member States and beneficiaries (lower level): +14.5% for





ESF, while ERDF, CF and EMFAF almost doubled the budget covered by these
measures compared to 2014-2020.

The Home Funds (AMIF, BSVI and ISF) have less experience of SCO and FNLC, but
the impact at lower level confirms a strong interest in simplification measures, particularly
for off-the-shelf options (SCO use at lower level accounts for 33.3% of the AMIF budget,
6.5% of BMVI budget and 11% of ISF budget).

The use of simplification measures at the upper level is less extensive and is primarily
concentrated in the two most experienced funds, ESF+ and ERDF. A comparison with
use of the option under Article 14.1 of Regulation 1304/2013 highlights that even at the
upper level, simplification this has increased since the previous programming period.

Based on these findings, programme authorities have increased their knowledge of
simplification measures compared to the 2014-2020 period. Most are now 'intermediate
users'. The study reveals significant use of off-the-shelf options, however budget covered
appears limited compared to tailored made schemes developed by the Managing
Authorities. Many programmes (and for ESF, the vast majority) do not just use OTS, but
are willing to develop their own tailored-made methods (e.g., under ESF+, unit costs
account for 28% of the total budget).

At this stage, the main challenges faced by programme authorities in developing SCO
schemes include lack of resources, the absence of historical data and a perceived lack
of alternative sources.

Figure 2 Main issues faced in developing SCO schemes in 2021-2027

Negative feedback from the AA 51% l 31% | 13% M
Legal uncertainty | -22% l -32% 289% | 17%
Lack of knowle dge/experiise | -25% I -31% " 31% | 13%
Lack of resources I -29% I-13% 32% JI 26% |
No alte mative sources | -20% I -27% | 34% ..I 19% |
Lack of historicaldata | -20% l -31% 305, | 19% |
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However, some programme authorities (in particular under ERDF and ESF+) have
overcome the lack of historical data by using alternative sources such as statistics from
national institutes, market surveys, or a combination of these. Alternative sources have





also been combined with an increased use of expert judgement, showing that it is
possible to develop simplification measures when historical data are not available.

Helping intermediate users of simplification measures fully utilise opportunities provided
by the regulatory framework should include leveraging the experiences of more
advanced users. This includes strengthening the opportunities for exchange between
these users.

Lessons learnt/recommendation

- At EU level, continue to enhance exchanges of experience between more and less
experienced programme authorities to achieve widespread use of simplification
measures. This includes extending the approach of EMPL and REGIO Transnational
networks on simplification to other Directorates-General.

- At Member State level, create conditions and opportunities to facilitate exchanges
between practitioners including developing national roadmaps for simplification
measures and establishing national networks of practitioners.

To increase the uptake of simplification measures, programme authorities would benefit
from models for developing these schemes provided by the Commission, rather than
focusing on creating more off-the-shelf options. A reference model could be used by
programme authorities as a foundation for developing their own schemes. This would be
more flexible and adaptable to the specific needs of each Member State and offer a more
tailored solutions than off-the-shelf schemes.

Lessons learnt/recommendation

- At EU level, provide templates/models for simplification schemes (instead of
developing new off-the-shelf options).

The study indicates that simplification measures are increasingly being implemented at
the lower level to simplify the financial flow between programme authorities and
beneficiaries. Beneficiaries are increasingly recognising the positive impact of these
measures in reducing administrative burden and increasing the quality of the projects.





Figure 3 Advantages of SCO schemes for beneficiaries
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The study reveals that simplification measures cover significantly more budget than in
the previous programming period. Concurrently, there is also more involvement with
audit authorities when defining schemes, at both formal and informal levels.

The study also reveals an increased focus on beneficiaries. Easier application process
for beneficiaries is among the key advantages and the majority of beneficiaries taking
part to the survey has received information and training on simplification measures.

Figure 4 Involvement of the audit authority in defining SCO
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1.

Methodology

This study maps actual and planned use of SCO and FNLC at European Commission —
Member State (upper) level as well as programme authority — beneficiary (lower) level in
the 2014-2020 and 2021-2027 programming periods.

The study has three objectives:

Mapping/quantifying SCO and FNLC use in the 2014-2020 programming period
for ERDF, CF, ESF, EAFRD and EMFF. This involves updating the 2018 study.

Mapping/quantifying SCO and FNLC use in the 2021-2027 programming period
for ERDF, CF, ESF+, JTF, EMFAF, AMIF, ISF and BMVI. This differentiates
between SCOs and FNLC already ‘in use’ and those ‘programmed’ to be used.

Exploring the advantages of SCOs and FNLC, analysing enduring hindrances to
their implementation, as well as deriving lessons and recommendations to
improve their use in 2021-2027 and post-2027 programming periods.

The primary method for collecting data and information was a survey of programme
authorities which involved the following steps:

Step 1: structuring the inception phase. A kick-off meeting in Brussels between
the study team and the Commission on 9 January 2024 tackled a number of
issues to ensure smooth and succesful implementation of the study. A
subsequent meeting with the Commission in Brussels on 1 February 2024
helped to further define the questionnaires and ensure a uniform understanding
of the information to be gathered.

Step 2: collecting data from Member States on SCO and FNLC use across two
programming periods (i.e. 2014-2020 and 2021-2027). This covered all 27
Member States and required a team of national experts.

Step 3: checking and cleaning the database. Survey information was
meticulously verified to ensure consistency, particularly in relation to the amounts
covered by the schemes. These controls continued after the survey closed and
any programme authorities that provided data with potential inconsistencies was
recontacted. The goal was to create a reliable database to support analysis for
the final report.

Step 4: analysing the data including calculating SCO and FNLC coverage. Once
the data had been cleaned they were consolidated in a database, which is the
basis for this report.

Step 5: formulating lessons learnt and recommendations.

The study also includes information from a sample of CPR Fund beneficiaries. A second
survey, targeting these beneficiaries was launched from July to August 2024.

11





1.1. Structuring data collection

1.1.1. Structure of the questionnaire for programme

authorities

Most of the study depends on web survey responses from programme authorities. A
significant factor when collecting such crucial primary data is for questionnaires to be
fully aligned with the objectives. To ensure this, the study team scheduled two meetings
to discuss concepts and definitions with the Commission, ensuring clarity and common
understanding. The table below summarises the agreed definitions. These are presented
in the introduction to the web survey and were shared with national experts and all
respondents.

Table 1 — Key concepts and definitions agreed with the European Commission

In use Programmed
|
. . SCO currently under development or fine-
SE0 L0l _adopted e ImElnEs i 2 ezl tuning and will be used in the near future.
Lower for proposals/in the programme.
Level
SCO For SCOs developed by the Member State  For SCOs developed by the Member State
Upper under Article 94(2) CPR, the SCO included under Article 94(2) CPR, the programme
Level in Appendix 1 of the programme has been  authority is developing or fine-tuning the
already approved by the Commission. SCO proposal (to be) included in Appendix
1 of the programme (but not yet approved
For SCOs adopted by the Commission by the Commission).
under Article 94(4) (‘EU level SCOs’), a
formal decision to use the concerned SCOs For SCOs adopted by the Commission
has been taken by the programme under Article 94(4) (‘EU level SCOs’), the
authority. programme  authority has  already
programmed the operation(s) to which the
concerned SCO will be applied.
FNLC For FNLC developed by the Member State  For FNLC developed by the Member State

under Article 95(2) CPR, the FNLC
included in Appendix 2 of the programme
has been already approved by the
Commission.

For FNLC adopted by the Commission
under Article 95(4) (‘EU level FNLC’), a
formal decision to use the concerned FNLC
has been taken by the programme
authority.

under Article 95(2) CPR, the programme
authority is developing or fine tuning the
FNCL proposal (to be) included in
Appendix 2 of the programme (but not yet
approved by the Commission).

For FNLC adopted by the Commission
under Article 95(4) (‘EU level FNLC’), the
programme  authority has  already
programmed the operation(s) to which the
FNLC will be applied.

In addition, the study team submitted a draft questionnaire for each survey, tailored to
each fund and programming period, to the respective DG. This allowed each DG to
review and confirm the appropriateness and coherence of the proposed questions.

Below are key components of the 13 web questionnaires. Five questionnaires assess
the uptake of SCO/FNLC during the 2014-2020 programming period (ERDF/CF, ESF,
EAFRD, EMFF and Multifund) and eight questionnaires cover the current 2021-2027
programming period (ERDF/CF, ESF+, JTF, AMIF, BMVI, EMFAF, ISF and Multifund).
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Two sets of questions address different levels of reimbursement. One for SCO/FNLC at
the lower level, to reimburse expenditure from Member States to beneficiaries, in
accordance with Article 53 of the CPR. The other set focuses on the upper level,
reimbursement from the Commission to Member States as per Articles 94-95 of the CPR.
As outlined in subsequent sections, the questionnaires for the 2014-2020 period
generally exclude the upper level of reimbursement, with the exception of ESF. For ESF,
the guestions explore the use of Article 14.1 of Regulation (EU) 1304/2013 covering
reimbursement from the Commission.

1.1.1.1. 2021-2027 questionnaire structures

The questionnaires mapping SCO/FNLC use for the 2021-2027 period have three
sections: i) for SCOs at the lower level, ii) for SCOs at the upper level and iii) FNLC.
These questionnaires are as similar as possible to those on SCOs in the 2014-2020
period. This eases the task for authorities completing both questionnaires (i.e. those
responsible for programmes under both the 2014-2020 and the 2021-2027 programming
periods). It also enhances data comparability across the two periods.

Figure 5: Structure of 2021-2027 questionnaires

SCO/FMLC survey 21-27

SCO Art 53CPR{LL)

Yes

Questionnaire UL

SCOULY (@, Q2 a3, )

SCOUL. {01, 02,03, ..)

— | (a1.02.83..) /
L AR / CQusstonnaire FNLC
) =
END mapping SCO
HhiE e son L FNLC 1 (01, G2, @3, ..)

END mapping FNLE

The sequence for completing the questionnaire was:
1. Lower level SCOs, where Member States reimburse beneficiaries;
2. Upper level SCOs, where the Commission reimburses Member States;

3. FNLC schemes.
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For each section, respondents enter the number of schemes used in the programme.
The CPR does not define what constitutes a scheme. Therefore, the study team included
examples and clarifications to help respondents understand the context and meaning of
this query (see box below).

Clarifications on ‘number of schemes’

In the logic of the questionnaire, each ‘SCO/FNLC scheme’ must be attributed to a
single indicator. This means that:

With several SCOs under the same operation, each is a separate SCO. For example,
if your Programme combines two SCOs to reimburse the total cost of the operation —
e.g., (i) unit cost to cover direct staff costs and (ii) 40% flat rate to cover all other eligible
costs of operations — these are two schemes, requiring qualitative and quantitative
information for each.

If the same SCO (e.g., a flat rate of 7% to cover indirect costs) is used across various
measures/operations, it is a single SCO scheme.

The questionnaire was structured to collect data on schemes that are 'in use' or
'‘programmed’'. Guidance and support ensured that respondents did not include
information on SCOs that are merely 'under consideration’'.

Figure 6: Questionnaire for programme authorities

Key question on the no. of SCOs

Pleasg indicate the total number of SCOs schemes within the programme, considering both those currently in use' and those ‘programmed’ for reimbursing the
beneficiaries (lower level).

Example: If the programme encompasses 8 SCO schemes already 'in use' and 4 SCO schemes that are ‘programmed’, the correct response for this question would be
12, Consequently, the IT platform will generate 12 pages, one for each SCO, to be filled in. The distinction between schemes that are ‘in use' or ‘programmed’ will be
addressed in the following questions, where you will be asked to specify the status for each individual SCO scheme.

Please remember that;

« 'In use' implies that the scheme has already been adopted or included in a call for proposals.
+ 'Programmed' indicates that the scheme is currently under development or fine-tuning and will be used in future calls.

If the Managing Authority intends to use an SCO scheme, but has not yet initiated any type of action/preparations in this regard, the SCO is out of the scope of this
survey and should not be considered when complling the questionnaire.

The web platform automatically generates a page for each scheme declared by a
respondent, organised into three groups:

1. The type of SCO, where respondents select from options and sub-options to
categorise each scheme accurately.

2. Details of measures, costs and beneficiaries covered by the SCO.

3. The amounts that each scheme covers.

14





Figure 7: Questionnaire for programme authorities

Set of questions to identify the type of SCO

Please indicate the type of SCO adopted/that will be adopted.

@ rFatrae O Unitcost () Lump sum

Please indicale whether the SCO scheme islwill be used in combination with other SC0 schemes.

OYes ONe

(O Feat rate for indirect costs up to 25% of dirsct costs, Aricle 54{c) CPR.

) Flat raies appliad in schemes for grants fundad entiroly by tha Membar Staios for a simiar type of oparation, Anicle 53 (3){d) CPR. Fleasa spacily which flat-rate and which schame
(O Fial rates appiicable in Union Policies for a similar type of operation, Article 53 (3)(¢] CPR. Pleate spocify which fial-rate and which Urion policy
(O Fair, equitatie and verifiable calculation mathod, Article 53 (3){a) CPR.
(O Drah budget, Article 53 (3)(b)
Ploase indicate
() Flat rate for indirect costs up to 7% of direct costs, Artcle 54{s) CPR
(O Fial rate for incirect costs up to 15% of direct staff costs, Adticle 54(b) CPR
() Flat rate for travel and accommodafion costs up to 15% of diect staff cosis, Arlice &1{5) Interreg regulstion

(Q Fal rate for direct stall costs up to 20% of direct costs other than direct stall costs, Aricle 55(1) CPR andlor Arficle 38 3 (¢ Interreg Regulation

() Fialrate of up 1o 40% of direct stall coste lo cover e remaining eligiole costs, Arlicke 56(1) CPR

Figure 8: Questionnaire for programme authorities

Questions to identify measures and beneficiaries covered by the SCO

Flaass Ingicate the specific objactve 1a which the SCO practics referswil] reter:
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D014 Osozs (g T3} Osast
Os01s Osoze Osoaz Dsosz
Oso2t Osoar [mB:LTE Ot

Far aach typs of ERDEICF aparation sovered by the SC0, phats indicate 1o whizh policy objactive the SCO |8 comesponding, Indicating slis the sode far the Inlsrvartion fisld dimanian In Takle 1 of Annax | of CPR. | 380 the BCD ianwll be
applied to the srtire programme, plesss indicate “all types of sperations”.

() Pesicy objectve 1 Plasse speclly the refevant Inerventie) cooes (¥om D01 1o 037)
] Podicy absective 2. Ploase soeclly the relevant inbervantion codeds (fram 033 w 066
1D Poticy abjuctvie 3. Ploase souofty e relavant intervention codes [rom 087 % 120)
0 Peticy abmetvie 4. Flages snaolly N6 releeant Inlerantion coom (rom 121 ko 164]

(m] y ohy & Please aectly the reisvant eorars (fom TS i 168)

) Other coces related 10 policy chjectives -3, Pleass speclly ha relevant imenveniion cadals (from 1710 %o 178)
[ Technical assislance. Please specily the reevant inbervestion codels (inm 178 te 162}
0 Al typos of cparabans

Pieass indicate the typeie} of baneficiaries which nave usod ' will B+ using the SCO:

O Mcro-anterposes [ Regonal autanses [ Mouseholds
[0 sves ) Natonat sutharliss ) Heahh sihutions
L Tises e of cornme:
) Lowgs erteryise [} Chamiers of commeice O —
O Assuctations/NGOs 0 Resewreh ceniers
O Municpalies [ Liniversities

As outlined in the following section, for each SCO used or programmed at the lower level,
the final part of the questionnaire probed whether the same scheme is also employed at
the upper level, to claim reimbursement from the Commission. If so, respondents were
then asked quantitative questions on the scheme’s application at the upper level.
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Figure 9: Questionnaire for programme authorities

Set of quantitative questions aimed at gathering data on the amounts of budget covered by the scheme
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covering both iavels, Information regarding reimbursement clalimed by the Monaging Autharity to the Commission must be filled-in in this section, by snswering ‘yes’ta this question
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Pleass ndicate
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Pwae ircivat o muct of the vifel amound sweied fove wil e for osernions e 200000 Eurn, s requined by Adels 332 CA% | 100000

The second part of the questionnaire was dedicated to SCO exclusively used or
programmed at the upper level. This focussed on schemes not covered in the first part,
which addressed SCO used at both lower and upper levels. If the Programme includes
additional SCO solely at the upper level, the questions cover those schemes, using the
same logic as for SCO at the lower level.

Figure 10: Questionnaire for programme authorities

Initial question of the second part of the survey

Upper Level (Art. 94 CPR)

Doot tho program include additional SCOs that the Managing Authority used 10 claim reimbursamant from tho EC (uppar lovel) bit were not usad for reimbursing the bancficiaries (lower lovel)
Bofore continuing 10 the upper level soction, please make sure thet you have filled i the lowee level section for alfl SCO schemes to reimburse the in your, (both in use
Ploage bo aware that the question aiso concerns SCO schemos elaborated from dologated acts (l.c., Art. 94.4),

OffE Ohe

in ease you did not sirsedy pat in place/plan 1o put In place an SCOs for the 2021-2027 period 1o reimburse the beneficlarus (Ar. $3. CPR, lower leve), pleass indicate balow the total number of SCO schemes within the programema, corwidering
both those currwitly ‘In use® and thoss ‘prog tor g from European C: to Maneging (AL, 94 CPR upper lovel)

Planse note that!
«In wse’ Implies thet

+ For SCO schemes deveioped by the Membar State imder article 94(2) CPR, the SCO Inciuced in Appandix 1 has been alraady approved by the Commission
+ For SCOR adoptad by the Commission under article #4(4) ["EU bevel SCOS™), 2 formai decision ta use Ihe concarned SCOS has besn takan by the MA

‘Programmed Indicates that

+ For SCO schemes dovelopod by the Member Stats under Article 84(2) CPR, the Managing Authority s devaloping of fine tuning the SCO proposal (ta be) includod In Appandix 1 of the programme (bt nt yot approved by the Commission).
+ For SCOs adopted by the Commission under Articis §4/4) (*EU lovel SCOs"), the Managing Austherity has already the to which the SCO will be applied

i the Managing Autharity intends to use an SCO scheme but has not yet initiated any type of action/preparations in this regard, the SCO is out of the scope of this survey and should not be considered when comelling the questionnaire.
« Please be awars that the survey is designed to be completed for one SCO scheme (aitributable to one indicator, v.9. unit cost per howr of direct staff) at a time.

Example: IV the programme encompasses 8§ SCO schemes elrsady Ta use” and 4 5CO scirernes that are ‘programmed’, the correct response for this question would be 12 Consequently. the IT platform will genarate 12 pages, oas for sech 5C0, 1o be
filed in. The distinction between achemes that are W vse’ or ‘programmed” will be addressed in the following questions. where you will be ashed to apecify the status for each individual 5CO schems.

In ¢ase you did alrsady put in place/planned to put in place an SCOx for the 2021-2027 period to reimburse the beneficlaries (Art. 53, CPR. lower level), and filled in the first section, plesse indicate the remaining number of SCOs adopted under
Article 94 CPR. Including Deiegated Acta (Article 94(4) CPRI. in particular. we refer 1o the number of schemes for which information has not yet been provided, as these SCOs ware not used 1o reimburse beneficiaries (Article 53 CPR. lower level.

Example; It your Programine adopted two SC0 schemes under Article 94 of the CPR, and only one of these was aise used under Article 53 CPR o reimburse beneficlaries, af this point you showld have airsedy provided information on the latier in
the first part of this survey. In this context, the answer to this question would be 1.

The only differences between questions in the first and second parts were regulatory
references between Article 53 and Article 94 of the CPR 2021-2027. Similarly, the third
part focusing on FNLC followed a comparable logic, beginning with an initial question
where respondents quantified the number of FNLC schemes in use or programmed. The
survey then asked for information on measures and beneficiaries covered by the FNLC,
characteristics of the FNLC and the amount covered (see the figures below).
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Figure 11: Questionnaire for programme authorities

Qualitative questions on FNLC
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Figure 12: Questionnaire for programme authorities

Quantitative questions on FNLC
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1.1.1.2. 2014-2020 questionnaire structures

The questionnaires mapping SCO use in 2014-2020 were a simplified version of the
2021-2027 questionnaires, since they did not include:

- adistinction between ‘in use’ and ‘programmed’ schemes,
- mapping SCOs at upper level, except for ESF.
- mapping of FNLC.

The structure of the 2014-2020 questionnaires (apart from ESF) is presented in the figure
below.
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Figure 13: Structure of 2014-2020 questionnaires

SCO/FNLC survey 14-20

SCO Art.67 CPR
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END mapping SCO

The questionnaires followed the same logic as the ones for 2021-2027. In each section,
respondents were asked to specify the number of schemes implemented. Questions for
each scheme were followed by a qualitative assessment. Both ERDF/CF and ESF
guestionnaires included a further question to map whether the SCO was used to claim
reimbursement from the Commission under the FAST CARE package, as set outin CPR
2014-2020 Article 68(c). For the ESF questionnaire, an additional section mapped SCOs
at Commission — Member State (upper) level covering SCO use under Article 14.1
Regulation 1304/2013, following the same structure.

Key differences between the questionnaires for different funds are the same as with the
2021-2027 questionnaires. For instance, for both EAFRD and EMFF it was important to
concentrate data collection on SCOs in ‘investment measures’ (i.e. EAFRD non-IACS
measures), avoiding predefined amounts for ‘surface or compensation measures’.

The table below covers the questionnaires and was the basis of the web survey.

Table 2 — Links to the questionnaires

\
Link to the web survey
\

AMIF https://www.t33.it/resources/383 SCO FNLC mapping/AMIF 21-27.pdf

BMVI https://www.t33.it/resources/383 SCO FNLC mapping/BMVI 21-27.pdf

EAFRD https://www.t33.it/resources/383 SCO FNLC mapping/EAFRD 14-20.pdf
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Questionnaire Link to the web survey

EMFAF https://www.t33.it/resources/383 SCO FNLC mapping/EMFAF 21-27.pdf

EMFF https://www.t33.it/resources/383 SCO FNLC mapping/EMFFE 14-20.pdf

ERDF/CF 2014-2020 https://www.t33.it/resources/383 SCO FNLC mapping/ERDF CF 14-

20.pdf

ERDF/CF 2021-2027 https://www.t33.it/resources/383 SCO ENLC mapping/ERDE CFE 21-
27.pdf

ESF https://www.t33.it/resources/383 SCO ENLC mapping/ESE 14-20.pdf

ESF+ https://www.t33.it/resources/383 SCO ENLC mapping/ESE 21-27.pdf

ISF https://www.t33.it/resources/383 SCO ENLC mapping/ISE 21-27.pdf

JTF https://www.t33.it/resources/383 SCO ENLC mapping/JTE 21-27.pdf

Multifund 2014-2020 https://www.t33.it/resources/383 SCO FNLC mapping/MULTI 14-20.pdf

Multifund 2021-2027 https://www.t33.it/resources/383 SCO FNLC mapping/MULTI 21-27.pdf

1.1.2. Structure of the questionnaire for beneficiaries
The questionnaire to gather beneficiaries' perceptions of SCO and FNLC was structured
to minimise the time required to complete it, while ensuring it captured their perceptions
and experience. Following the initial identification section, the questionnaire had a
preliminary general question to ascertain whether the respondent is aware of what SCOs
and FNLC entail. The box below outlines the questions regarding SCOs and FNLC for
both programming periods.

Box 1 Beneficiary questionnaire on SCOs and FNLC

Name of the respondent

Email

Please select the EU Fund you have benefited from

Please indicate during which programming period you have benefited from such Fund:
Name of the Programme you benefited from:

What type of beneficiary are you?

Are you aware of the possibility to claim expenditures through simplified methods —
such as SCO and FNLC - in the context of ESI Funds? (YES/NO)
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https://www.t33.it/resources/383_SCO_FNLC_mapping/ERDF_CF_21-27.pdf

https://www.t33.it/resources/383_SCO_FNLC_mapping/ESF_14-20.pdf

https://www.t33.it/resources/383_SCO_FNLC_mapping/ESF_21-27.pdf

https://www.t33.it/resources/383_SCO_FNLC_mapping/ISF_21-27.pdf

https://www.t33.it/resources/383_SCO_FNLC_mapping/JTF_21-27.pdf

https://www.t33.it/resources/383_SCO_FNLC_mapping/MULTI_14-20.pdf

https://www.t33.it/resources/383_SCO_FNLC_mapping/MULTI_21-27.pdf



Did you use any SCO/FNLC for the programming period (2014-2020 or 2021-2027)?
(YES/NO)

Did the managing authority/intermediate body explain SCO/FNLC to you by providing
training, workshops, or guidelines? (YES/NO)

Please describe the type(s) of project(s) where the SCO/FNLC was used (OPEN
QUESTION)

Please indicate the type of SCO/FNLC adopted (OPEN QUESTION)

Please indicate the types of categories of cost covered by the SCO/FNLC (OPEN
QUESTION)

Please indicate the estimated percentage (%) and amount (in EURO) of grants
received as beneficiary of one of the Funds covered by SCO/FNLC (OPEN
QUESTION)

Did/do the use of SCO/FNLC bring any benefit in the management of the project?
(YES/NO). If yes, please specify (OPEN QUESTION)

What lessons learnt / recommendations would you like to share to facilitate wider use
of SCO? (OPEN QUESTION)

In your experience, have you encountered any barriers/obstacles that hindered the
access to EU Funds? (YES/NO). If yes, please specify (OPEN QUESTION)

1.2. Data collection

The surveys targeted all authorities of CPR programmes implemented during the two
most recent programming periods.

The table below illustrates the number of programmes, differentiating between 2014-
2020 and 2021-2027 programmes and specifying the number of programmes per DG.
Based on data from the Commission, the web-survey involved 537 authorities of
programmes in 2014-2020 and 484 authorities of programmes in 2021-2027.
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Table 3 - Number of programmes in the web-survey mapping SCO and FNLC use

in 2014-2020 and 2021-2027

~
AN
o
D
—
N
o
N

o193d

2014-2020

1dN3/0193d

1dIN3/0193d

Member
State

1

1

1

1

AT

BE

BG
CY

Ccz

15

15

14

16

15

DE

DK

EE

16

16

EL

23

21

18

23

21

ES
Fl

17

30

27

FR
HR
HU
IE
IT
LT
LU
LV
MT

18

21

23

21

22

NL

16

16

PL

PT
RO
SE

12

10

SI

SK

UK

86
211

76
207

TC
TOTAL
TOTAL

87 78 26

484

82

92 116 27

95

537

Source : https://cohesiondata.ec.europa.eu/
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The web-survey for programme authorities was launched on 27 February and
ended on 31 May 2024.

To assist respondents, the web survey was translated into 12 languages: Bulgarian,
Czech, French, German, Greek, Hungarian, Italian, Polish, Portuguese, Romanian,
Slovak and Spanish. For Member States not covered by these translations, the survey
was provided in English.

Each programme authority was contacted via email with their addresses provided by the
European Commission. An automatic email, generated by the Alchemer web platform,
included a link to the web survey and an official invitation letter from the Commission.

After the initial invitation, national experts began reaching out to each programme
authority, offering support to completing the questionnaires. Additionally, a helpdesk
email address was managed by the core team to provide continuous support to any
authority that had received the survey but had not been contacted by a national expert.
This ensured that all respondents could receive assistance and guidance as needed
throughout the process. Authorities with specific challenges were offered tailored
solutions from the core team to facilitate their participation. For example, some
authorities encountered difficulties accessing the Alchemer web platform due to strict
security protocols within their departments. The core team emailed these people the
guestionnaire in Excel format.

During the three months of the survey, the core team continuously monitored responses,
notifying national experts of low response rates in their country. For particular issues,
such as national experts facing difficulties reaching authorities, the core team informed
the Commission. The Commission then alerted its services such as geographical units
and requested support from national authorities involved in the two transnational
networks on simplification. Assistance from these networks was particularly effective,
especially when email addresses were outdated or not directed to the relevant
individuals.

The web-survey for beneficiaries was launched on 1 July and ended on 31 August
2024,

Each program authority that participated in the initial survey was recontacted and
requested to distribute a link to a web survey among their beneficiaries. This survey was
structured around the questions outlined in Box 1.

1.3. Checking and cleaning

Before proceeding with the analysis, data from the survey underwent rigorous checks to
ensure consistency and prevent potential biases from incoherent data. Controls
included:

Programme ID coherence.

Each response was scrutinised to verify the consistency of responses regarding the type
of programme. We ensured the CCI, programming period and the fund all corresponded.
Several respondents were recontacted for clarification. A common error involved
programme authorities completing the questionnaire for the 2014-2020 period while
referencing the CCI of the 2021-2027 programme, or vice versa.
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Amount covered or expected to be covered.

The amounts covered by the schemes presented particular challenges for respondents.
At scheme level, automatic alerts were triggered if (i) respondents failed to provide data
on the amount covered by the scheme at the end of the programming period (for 2014-
2020 programmes), or the amount programmed to be covered by the end of the
programming period (for 2021-2027 programmes); or (ii) respondents reported amounts
for reimbursed/claimed expenditure which exceeded amounts planned for the end of the
programming period (for 2021-2027 programmes).

At programme level, automatic alerts notified if the budget for 2014-2020 programmes
was near 0%, or for programmes funded in 2021-2027, was programmed to be near 0%
or exceeded the programme budget.

In such instances, respondents were recontacted to verify and correct the information.
Additionally, we reached out to all programme authorities who had to use SCOs for small
operations but reported not using or intending to use any?. This was to determine whether
their programme budget is not covered by an SCO, or they do not intend to participate
in the survey. For the former, their response is included in the calculations for the total
budget covered by SCO at both EU and Member State levels. For the latter, the
guestionnaire was deemed incomplete and excluded from the responses considered for
this report.

Estimating the amounts expected to be covered by SCO at the end of the 2021-2027
programming period has been a major challenge. Many programme authorities say they
cannot estimate these. Their responses have been excluded and are not considered for
the quantitative analysis in this report. However, their qualitative insights have been
taken into account when analysing reasons for using and not using SCO/FNLC, as well
as perceptions of the advantages and factors impeding their use.

Checks and integration of data with alternative sources.

Data from the survey were verified, particularly with data from the SFC portal. Data
approved and submitted to the Commission under Appendixes 1 and 2 were used to
refine and supplement survey data. Integrating survey data with SFC data involved
corrections to align the information if: (i) if the amounts for approved schemes were
inconsistent with information in Appendix 1 and 2, or (ii) survey data was only partial,
such as multi-fund SCO data related only to a single fund.

In addition to the SFC, survey data were verified against databases provided by Member
States.

Consistency between 2014-2020 and 2021-2027 data.

There were challenges in estimating SCO coverage at the end of 2021-2027 for ERDF,
CF, ESF+ and EMFAF, where both programming periods were mapped and analysed.
An intermediate step verified data consistency before proceeding with the estimations
for the end of the 2021-2027 period where the response was checked against Member
State data for the 2014-2020 period.

1 Programme authorities required to use SCOs are those where Article 53(2) of the CPR applies. Any ESF, ERDF, JTF
and HOME Fund authorities that responded ‘NO’ to the initial question about the SCO use in 2021-2027 were
recontacted. Where a programme authority declared they do not use an SCO, we also inquired whether this means
they do not finance small operations (i.e., operations where Article 53.2 is applicable).
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After reviewing the data, the share of budget covered by SCO at Member State level was
compared for both periods. A share covered by SCO in 2021-2027 lower than in 2014-
2020 is considered inconsistent, possibly due to the difficulties of accurately estimating
coverage at the end of the programming period.

For these Member States, the share of SCO coverage in 2014-2020 was attributed to
the 2021-2027 period, as it is unrealistic to expect less coverage in 2021-2027. EU-level
coverage is the result of this additional check (further details are provided in the following
chapter). Member States where the 2021-2027 coverage was recalculated are indicated
throughout the report.

1.4. Analysis

Data was verified and inconsistent records removed or corrected and the resultant
database forms the basis for the analyses.

1.4.1. Programme budget covered by SCO/FNLC

As previously emphasised, the data for each scheme was thoroughly checked. The first
step in the analysis of programme budget covered by SCO/FNLC is to sum the
amounts covered at Fund level.

For simplicity, the formulas are based on beneficiary expenditure planned to be
reimbursed by the end of 2021-2027 (lower level SCO use). The approach is consistent
with estimating SCO use in 2014-2020, SCO/FNLC use at the upper level and analysis
of amounts already reimbursed.

n
EUR Sum of the budget planned to be covered by SCO at lower level = Z a;
=1

Where:

n is the total number of schemes that passed the quality check at Fund level;

ajis the amount planned to be covered by an SCO for the i-th scheme.

The second step involves comparing the amount quantified in the first step with
the total fund budget for programmes that provided consistent data and which passed
the quality check. From this comparison, we derive the budget share covered by the
SCO/FNLC schemes.

% of budget covered by SCO
_ Sum of the budget planned to be covered by SCO at lower level

" Total budget of the programmes that passed the quality check
Where:

‘Sum of the budget planned to be covered by an SCO at lower level’ only covers
information provided by programmes that passed the quality check.

‘Total budget of programmes’ refers to the budget allocated to the fund, only for
programmes whose data passed the quality check.
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Box 2 - Calculation under step 2 for ERDF, CF, ESF/ESF+ and EMFF/EMFAF

As mentioned in the previous chapter, for ERDF, CF, ESF/ESF+and EMFF/EMFAF
funds, an additional step checked the consistency of SCO coverage in 2021-2027
compared to the previous period. This reviews the percentages calculated in Step 2
for the two programming periods, discarding the 2021-2027 value if it is lower than the
2014-2020 value.

%2014-2020 If %2021-2027 < %2021-2014

Yopatia = :
gl { otherwise %3021-2027

The percentage of SCO coverage at EU level for 2021-2027 is calculated using this
approach. It is derived using data from 2021-2027 for some Member States and from
2014-2020 for Member States where the 2021-2027 share is lower than in 2014-2020.

The third step is to estimate, in absolute terms, the budget potentially covered by
SCO/FNLC at the EU level (i.e., the SCO/FNLC coverage of all programme budgets)
by applying the share calculated in step 2 for the Fund budget at EU level.

1.4.2. Type of SCO/FNLC

This section details the methodology used to analyse responses on the types of
SCO/FNLC.

The first step involves summing the amounts covered by a particular type of
SCO/FNLC at programme and Fund level (in this example, unit costs).

m
Sum of unit costs used at lower level = Z UC;
i=1

Where:
m is the number of schemes that passed the fund level quality check and use unit costs.
u; is the unit cost for the i-th scheme in the fund.
The second step quantifies the amount covered by the type of SCO per the previous
paragraph. The only difference is that the amount refers to the type of SCO (in this
example, unit cost).
EUR Sum of the budget planned to be covered by unit cost at lower level
m
= Z UCeur;

i=1

Where:

m is the number of schemes that passed the fund level quality check and use unit costs.

UCeur;denotes the amount planned to be covered by unit costs for the i-th scheme.
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1.4.3. Type of policy area, cost and beneficiary

Under the guestionnaire structure, each SCO/FNLC scheme can cover multiple policy
areas, beneficiaries and costs. Quantifying the coverage of these variables aligns with
the multifaceted approach and involves calculating the percentage of SCOs that cover a
specific policy area, beneficiary, or cost compared to the total humber of SCOs that
passed the quality checks outlined in the previous chapter.

This percentage may exceed 100% since a single scheme can be associated with more
than one policy area, beneficiary, or cost.

1.4.4. Questions to gather stakeholders’ perceptions

Under the questionnaire for programme authorities, each respondent was asked to share
their perceptions of advantages and issues related to the use of SCO and FNLC, as well
as their level of involvement with the audit authority.

To fully utilise data collected through the questionnaire for qualitative questions based
on Likert scales, it was decided to use all the completed questionnaires. So, responses
from completed questionnaires that did not pass the quality checks related to quantitative
data provided were still used in the analysis of programme authorities' perceptions.

A similar approach was used for the beneficiaries, where all completed questionnaires
were used for the analysis.
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2. The response rate

2.1. Response rate for the questionnaire addressed to
the programme authorities

This chapter details the web survey response rate, emphasising variations across funds
and programming periods.

The analysis is based on two criteria:

1. The number of programmes participating in the survey (programme
authorities completing the questionnaire) relative to the total number of
programmes funded, by fund and by programming period;

2.  The proportion of EU and national co-financing budget for participating
programmes compared to the total budget allocated, also broken down by
fund and programming period.

The tables below show all the responses collected at fund level before cleaning the data.
For EMPL and REGIO Funds, to accurately depict the response rate at fund level, each
response from a multifund programme counts separately for each fund. For example, a
response from an ERDF/ESF programme is counted once in the ERDF row and once in
the ESF row. Consistently, the figures for ‘Total OPs’, which are the denominators for
the response rate, are the number of programmes at EU level financed by a specific
fund.

Table 4 — Response rate from both programming periods

Response rate

Complete

Response rate

guestionnaires ezl oPg (Total OPSs) cg?,%?ggé)
CF 39 47 83% 94%
ERDF 357 574 62% 69%
JTF 25 46 54% 58%
ESF/ESF+ 200 357 56% 64%
EMFF/EMFAF 25 53 47% 41%
EAFRD 34 115 30% 56%
AMIF 22 26 85% 87%
BMVI 19 26 73% 73%
ISF 17 26 65% 56%

Source: survey
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Table 5 — Response rate from 2014-2020 programmes

Response rate

qué:sotirgﬁhe;ﬁes Vol @1Fs R(E?gtoarpsbepr;te C(OE;Z?E;)
CF 20 24 83% 94%
ERDF 174 290 60% 65%
ESF 104 188 55% 62%
EMFF 13 27 48% 33%
EAFRD 34 115 30% 56%

Source: Survey

Table 6 — Response rate from 2021-2027 programmes

Response rate

Complete

Response rate

questionnaires el Bl (Total OPSs) c(oBvlje?gg(ta)

CF 19 23 83% 95%
ERDF 183 284 64% 74%
JTF 25 46 54% 58%
ESF+ 96 169 57% 67%
EMFAF 12 26 46% 49%
AMIF 22 26 85% 87%
BMVI 19 26 73% 73%
ISF 17 26 65% 56%

Source: Survey

The table below presents the response rate at Member State and fund level. Multi-fund
programmes are counted separately for each fund by also highlighting the impact of data
cleaning due to quality checks.
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Table 7 — Response rate by Member State for REGIO Funds
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Table 8 — Response rate by Member State for ESF/ESF+, EMFF/EMFAF and
EAFRD
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Table 9 — Response rate by Member State for HOME Funds
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2.2. Response rate to questionnaire for beneficiaries

This chapter provides details on the response rate of the web survey, highlighting
variations across the funds. Additional information on the types of respondents for each
fund is included in the fund-specific sections. The tables below display all responses at
fund level per Member States.

Table 10 — Response rate from both programming periods

Fund Completed
| questionnaires

CF/ERDF/JTF 835

ESF/ESF+ 720

EMFF/EMFAF 115
EAFRD 67
AMIF 58
BMVI 6

ISF 20

Source: survey
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3. DG AGRI Fund — EAFRD

3.1. SCO usein 2014-2020

The table below displays data regarding SCO use under EAFRD in 2014-2020 as
percentages and totals. The percentage is based on the ratio between the amount
covered by the SCO and the budgets of programmes that participated in the survey. For
more detail, refer to the first and second steps of the process outlined in Chapter 1.4.
The amounts in the last column are estimates of the potential budget covered at EU level
including both EU and national co-financing. This is determined by applying the share of
programme budget covered to the entire EAFRD budget (including co-financing) at EU
level (for more detail, refer to the third step of the process outlined in Chapter 1.4).

Table 11 — EAFRD SCO use in 2014-2020

(2) Estimated OP budget

)

@ A):;\f)el;-’egudget covered at EU level
EUR bn

SCO use of 4.6% in the respondent EAFRD programmes would cover EUR 9.1 billion if
applied to the total EAFRD budget.

The table below shows the percentage of EAFRD budget covered by SCO schemes at
Member State level.

Table 12 — EAFRD SCO use in 2014-2020 by Member State

Member State SCOs

AT 0.05%
BE 7.54%
BG 0.29%
CY No reply
Cz 0.01%
DE 1.50%
DK No reply
EE No reply
EL 14.37%
ES 23.37%
FI 2.00%
FR No reply
HR No reply
HU 7.35%
IE No reply
IT 1.64%
LT 1.34%
LU No reply
LV 5.08%

MT 3.16%
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Member State SCOs

NL
PL
PT
RO
SE
sl
SK
UK

1.82%
14.06%
3.37%
0.08%
No reply
2.20%
0.29%
No reply

As presented in the table above, at the end of the 2014-2020 period, three Member
States covered more than 10% of their EAFRD budget using SCOs: Greece, Spain and
Poland. On the other hand, five Member States used less than 1%: Austria, Bulgaria,
Czechia, Romania and Slovakia.

3.1.1. Types of SCO used in 2014-2020

The table below illustrates the use of flat rate, unit cost and lump sum SCOs as the share
of programme budget covered by each type of SCO per Member State.

Table 13 — EAFRD Type of SCO at lower level in 2014-2020

AT
BE
BG
cY
cz
DE
DK
EE
EL
ES
FI
FR
HR
HU
IE
IT
LT
LU
LV
MT
NL
PL
PT
RO

Lower level
Budget covered (%)

Member State Flat Rate Unit Cost

0.02%
3.38%
0.29%
No reply
0.01%
0.72%
No reply
No reply
14.37%
22.17%
0.00%
No reply
No reply
4.74%
No reply
1.63%
1.06%
No reply
4.90%
0.00%
0.79%
0.22%
2.31%
0.08%

0.03%
0.00%
0.00%
No reply
0.00%
0.15%
No reply
No reply
0.00%
0.63%
1.93%
No reply
No reply
0.00%
No reply
0.01%
0.28%
No reply
0.15%
0.00%
1.03%
0.76%
0.12%
0.00%

0.00%
4.16%
0.00%
No reply
0.00%
0.63%
No reply
No reply
0.00%
0.57%
0.06%
No reply
No reply
2.62%
No reply
0.00%
0.00%
No reply
0.03%
3.16%
0.00%
13.08%
0.94%
0.00%
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Lower level
Budget covered (%)

SE No reply No reply No reply
S| 1.93% 0.24% 0.03%
SK 0.16% 0.12% 0.01%
UK No reply No reply No reply
TOTAL* 0.3% 1.8% 2.5%

*Coverage of budget at EU level for each type of SCO.

For most Member States, flat rate cover the most budget. However, at EU level (last row
of the table), lump sum cover the most, 2.5%, followed by unit costs.

3.1.2. EAFRD measures covered by SCOs in 2014-2020

The table below shows the distribution of SCOs by EAFRD measure calculated from the
number of SCO identified for each measure in the EAFRD survey. The total is over 100%
because each SCO can cover multiple measures.

Table 14 — Coverage of EAFRD measures by SCOs

% of
EAFRD measure

Measure 1: Knowledge transfer and information 36%
Measure 2: Advisory services, farm management and relief services 2%
Measure 3: Quality schemes for agriproducts and foodstuffs 3%
Measure 4: Investments in physical assets 34%
Measure 5: Natural disasters: restoring production potential and preventing damage 11%
Measure 6: Farm and business development 5%
Measure 7: Basic services and village renewal in rural areas 8%
Measure 8: Investments in forest area development and improvement of the viability 18%
Measure 9: Setting up of producer groups and organisations 0%
Measure 10: Agri-environment-climate 4%
Measure 11: Organic farming 0%
Measure 12: Natura 2000 and Water Framework Directive payments 0%
Measure 13: Payments to areas facing natural or other specific constraints 0%
Measure 14: Animal welfare 0%
Measure 15: Forest-environmental and climate services and forest conservation 6%
Measure 16: Cooperation 31%
Measure 17: Risk management 0%
Measure 18: Complementary direct payments for Croatia 0%
Measure 19: Support for LEADER local development (CLLD) 38%
Measure 20: Technical assistance 4%

Almost 40% of the SCOs were used with EAFRD technical assistance (measure 19) as
well as knowledge transfer and information actions (measure 1). Furthermore, 34% of
the SCOs were used for investments in physical assets through measure 4 and 31% for
cooperation through measure 16.
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3.1.3. Beneficiaries covered by SCOs in 2014-2020

The table below illustrates the distribution of SCO by type of beneficiary based on SCO
identified in the EAFRD survey for each type of beneficiary. The total is more than 100%
because each SCO can cover multiple beneficiaries.

Table 15 — Beneficiaries reimbursed through SCO for EAFRD operations

Type of beneficiary % of SCOs

Agrifood/ agricultural SMEs 45%
Agrifood/ agricultural micro-enterprises 42%
Training organisations 24%
Municipalities 20%

Research centres 19%

Agrifood/ agricultural large enterprises 18%
Regional authorities 3%

Many EAFRD SCO (45%) covered operations implemented by agrifood/ agricultural
SMEs. Other major beneficiaries reimbursed through SCOs were agrifood/ agricultural
micro-enterprises (42%), as well as municipalities (20%). Only 3% of the SCOs
reimbursed regional authorities.

3.1.4. Types of costs covered by SCO in 2014-2020

The table below shows the distribution of SCO across types of costs calculated from
SCO identified in the EAFRD survey for each type of cost. The total is more than 100%
because each SCO can cover multiple costs.

Table 16 — Types of costs covered by the SCOs

Type of costs % of SCOs

Direct costs 57%

All costs of the operation 34%
Indirect costs 17%

All direct costs other than staff 2%

The majority of EAFRD SCO schemes (57%) covered direct costs of the operations,
while around a third (34%) covered all the costs. Only 17% covered indirect costs.

3.2. EAFRD stakeholder perceptions of SCO

3.2.1. Advantages, issues and reasons for not using SCO
This section presents qualitative inputs from respondents regarding the advantages of

SCO schemes as well as issues encountered when developing them. It also includes
feedback from respondents who did not use SCO.
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Figure 14 - Advantages of SCO schemes for EAFRD programme authorities in
2014-2020
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The greatest advantage of SCO schemes for EAFRD programmes is the reduced
administrative burden (highly relevant for 74% of respondents). by simpler compliance
checks and an easier application process for beneficiaries.

The survey also aimed at mapping issues encountered by programme authorities when
developing the SCO schemes, as presented in the figure below.
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Figure 15 - Issues faced in developing SCO schemes for EAFRD programme
authorities in 2014-2020
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For EAFRD programme authorities, the difficulties of finding alternative data sources as
well as the legal uncertainty related to SCO are the most relevant hindrances when
developing these schemes.

Among the programme authorities who declared not using any SCO schemes, the main
reasons were the lack of information as well as the potential burden.

3.2.2. Perception of beneficiaries
The survey of EAFRD beneficiaries was conducted through July and August 2024 and
resulted in 67 complete replies. The figure below shows the types of beneficiaries

responding to the survey.

Figure 16 — Types of EAFRD beneficiaries responding to the survey
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Almost half the respondents were enterprises and many were natural persons or
research/education institutions.
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The factsheet below presents survey data showing that almost half the respondents
(49%) were aware of SCO (no responses were received regarding the FNLC). Of those,
more than a third used SCO (36%), while 45% received training, workshops, or
guidelines from the managing authority.

Almost all the EAFRD beneficiaries who completed the survey and were aware of SCOs
declared that SCOs brought benefits for the management of the project (84%). For them,
less administrative burden was the main benefit (25%), which matches programme
authority inputs presented in the previous sections. In addition, 12% of the beneficiaries
agreed that SCO enabled them to focus more on the quality and results of their project.

Figure 17 - Data collected through the survey concerning EAFRD beneficiaries
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Of the respondents who were aware of the types of SCO used for their project, most
used flat rates (18%), while 9% and 10% respectively used unit costs and lump sums.
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4. DG EMPL Funds — ESF/ESF+

4.1. Key findings

The table below summarises the uptake of simplification measures covered by this study
across two programming periods. The first column shows the uptake at both lower and
upper level for 2014-2020. The second column combines the expected impacts of SCO
and the FNLC, presenting the coverage of the simplification measures which are “in use”
and “programmed. For both programming periods and for both levels, the table displays
the uptake as a percentage of the total ESF/ESF+ budget. Additionally, it shows uptake
from the ESF/ESF+ budget excluding financial instruments, where SCO and FNLC are
not applicable.

Table 17 — Simplification measure use in ESF/ESF+

2014-2020 2021-2027

Coverage Total budget 33.3% 47.8%

atlower 755 cliiding financial

level = — 33.5% 48.1%
Coverage Total budget 6.1% 19.0%
at upper — -
level Exﬁ';‘gt'rrl‘%'e”nat“s‘c'a' 6.2% 19.1%
4.2. Use of SCOs in 2014-2020

The first two rows in the table below cover SCO use at the lower level in 2014-2020. The
first row shows the total budget covered by the end of the programming period. The
second row details the amount covered by operations under EUR 100 000. The final row
provides data on SCO use at the upper level, through Article 14(1) of Regulation
1304/2013.

The percentage is based on the total covered by SCO identified through the study and
the budgets of programmes that participated in the survey. For more detail, please refer
to the first and second steps of the process outlined in Chapter 1.4. The amounts in the
last column are estimates of the potential budget covered at EU level, including both EU
and national co-financing. This applies the percentage covered by SCO identified
through the study to the entire ESF budget (including co-financing) at EU level (for more
detalil, refer to the third step of the process outlined in Chapter 1.4).

Table 18 — ESF SCO use in 2014-2020

(2) Estimated OP budget
0,
bu(é) e/’f(?;\glr)ed covered at EU level

° EUR bn

All SCOs 33.3% 47.244
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Of which SCO o
<100k 3.6% 5.085

Of which article .
6.1/0 8.653

SCO use within ESF accounts for a third of the total ESF budget (over EUR 47.2 billion).
Based on data collected from respondents, approximately EUR 5 billion of the total
covered by SCO were for operations costing less than EUR 100 000 (SCO for these
operations was mandatory under Article 67(2)(a) of Regulation (EU) 1303/2013). Over
EUR 8.6 billion (of the total covered by SCO) refers to SCO schemes approved under
Article 14(1) of Regulation (EU) 1304/2013.

The table below shows SCO use at Member State level. The first column shows the
percentage of ESF budget covered at the lower level, while the second column details
the portion of lower level SCO covered by small operations, highlighting the impact of
Article 67(2)(a) of Regulation 1303/2013 covering the mandatory use of SCOs for
operations costing less than EUR 100 000. The third column displays the percentage of
total budget covered by schemes approved under Article 14(1) of Regulation (EU)
1304/2013, while the fourth column details the portion of upper level SCOs covered by
small operations.

Table 19 — ESF SCO use in 2014-2020 by Member State

Article 14(1) of Regulation (EU)

Of which Of which SCOs
S008 SCOs <100k <100k

AT No reply No reply No reply No reply
BE 19.1% 0.0% 0.0%?2 0.0%
BG 36.8% 0.0% 0.0% 0.0%
CcY 29.3% 0.0% 0.0% 0.0%
Ccz 30.4% 2.1% 18.8% 2.1%
DE 31.9% 0.0% 0.0% 0.0%
DK 32.3% 1.0% 0.0% 0.0%
EE 14.7% 0.0% 0.0% 0.0%
EL 31.6% 0.0% 0.4% 0.0%
ES 42.6% 20.1% 0.3% 0.3%
FI 13.5% 0.0% 1.1% 0.0%
FR 26.5% 0.0% 0.0% 0.0%
HR 23.0% 0.0% 23.0% 0.0%
HU 62.8% 0.0% 0.0% 0.0%
IE No reply No reply No reply No reply
IT 44.0% 11.9% 5.2% 3.6%
LT No reply No reply No reply No reply
LU 23.1% 0.7% 0.0% 0.0%
LV 56.3% 0.0% 0.0% 0.0%
MT 83.4% 10.9% 70.1% 10.9%
NL No reply No reply No reply No reply

2 Responses from Belgium were incomplete. The ESF Programme for Flanders participated in the survey but was unable
to provide data on amounts covered by SCO.
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Article 14(1) of Regulation (EU)

Of which Of which SCOs
S0y SCOs <100k <100K

23.7% 0.4% 0.7% 0.0%
PT 24.5% 0.3% 0.9% 0.0%
RO No reply No reply No reply No reply
SE 80.2% 0.2% 80.2% 0.0%
Sl No reply No reply No reply No reply
SK 14.1% 0.0% 0.1% 0.0%
UK No reply No reply No reply No reply

As presented in the table above, at the end of the 2014-2020 period, four Member States
covered more than 50% of their ESF budget using SCOs: Hungary, Latvia, Malta and
Sweden. On the other hand, four Member States used less than 20% of their budget for
SCOs: Belgium, Estonia, Finland and Slovakia.

4.2.1. Types of SCO used in 2014-2020

The table below illustrates the use of flat rate, unit cost and lump sum as the share of
total programme budget covered by each type of SCO.

Table 20 — ESF Types of SCO at the lower level in 2014-2020

Lower level

Budget covered (%)
Member State Flat Rate Unit Cost

AT No reply No reply No reply
BE 19.1% 0.0% 0.0%
BG 7.7% 29.1% 0.0%
CY 1.1% 28.0% 0.3%
CcZ 8.1% 22.4% 0.0%
DE 0.0% 31.9% 0.0%
DK 13.6% 18.7% 0.0%
EE 0.0% 13.5% 1.2%
EL 21.0% 10.0% 0.6%
ES 13.0% 29.3% 0.3%
FI 12.4% 0% 1.1%
FR 24.6% 0.8% 1.1%
HR 0.0% 23.0% 0.0%
HU 61.4% 1.4% 0.0%
IE No reply No reply No reply
IT 11.1% 27.2% 5.6%
LT No reply No reply No reply
LU 0.2% 22.1% 0.8%
LV 0.3% 52.0% 4.1%
MT 4.1% 79.3% 0.0%
NL No reply No reply No reply

PL 14.7% 6.9% 2.0%
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Lower level

Budget covered (%)

PT 1.5% 22.7% 0.3%
RO No reply No reply No reply
SE 0.0% 80.0% 0.2%
Sl No reply No reply No reply
SK 6.2% 8.0% 0.0%
UK No reply No reply No reply
TOTAL* 13.5% 18.7% 1.1%

*Coverage of the budget at the EU level for each type of SCO.

For the majority of Member States, unit cost SCOs cover the most budget. Similarly, at
EU level (last row of the table), these SCOs account for the largest portion of the budget,
18.7%. This is followed by flat rate SCO, predominantly off-the-shelf as set out in the
regulation. Lump sums are only used in thirteen Member States and much less budget
coverage (1.1% at EU level).

The table below details the types of SCO that have been approved under Article 14(1)
of Regulation (EU) 1304/2013 (flat rates cannot be approved under Article 14(1).

Table 21 — ESF Types of SCO under Articlel4(1) Regulation (EU) 1304/2013
Upper level

Budget covered (%)

Member State Unit Cost

AT No reply No reply
BE 0.0% 0.0%
BG 0.0% 0.0%
CY 0.0% 0.0%
cz 18.8% 0.0%
DE 0.0% 0.0%
DK 0.0% 0.0%
EE 0.0% 0.0%
EL 0.0% 0.4%
ES 0.0% 0.3%
Fl 0.0% 1.1%
FR 0.0% 0.0%
HR 23.0% 0.0%
HU 0.0% 0.0%
IE No reply No reply
IT 3.4% 1.8%
LT No reply No reply
LU 0.0% 0.0%
LV 0.0% 0.0%
MT 70.1% 0.0%
NL No reply No reply

PL 0.0% 0.7%
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Upper level

Budget covered (%)

PT 0.9% 0.0%
RO No reply No reply
SE 80.0% 0.2%
SI No reply No reply
SK 0.1% 0.0%
UK No reply No reply
TOTAL* 5.8% 0.4%

*Coverage of the budget at the EU level for each type of SCO.

Most of the SCO schemes under Article 14(1) of Regulation (EU) 1304/2013 were unit
costs. Lump sums are used in only six Member States and little budget coverage - 0.4%
at EU level.

4.2.2. Thematic objectives covered by SCOs in 2014-2020

The table below shows the distribution of SCOs across Thematic Objectives identified
through the ESF survey. The total is more than 100% because each SCO can cover
multiple Thematic Objectives.

Table 22 — Coverage of ESF Thematic Objectives by SCO

Thematic objective % of SCOs

TO 8: Promoting sustainable and quality employment

0,
and supporting labour mobility S0
TO 9: Promoting social inclusion, combating poverty

e B 85%
and any discrimination
TO 10: Investing in education and training for skills and 8206

lifelong learning
TO 11: Enhancing the capability of public authorities

.- : r X 3%
and efficient public administration

Most SCOs, i.e. 85%, 83% and 82% respectively, are used for operations promoting
social inclusion, combating poverty and any discrimination through TO 9; promoting
sustainable and quality employment and supporting labour mobility through TO 8; as well
as investing in education, training and lifelong learning through TO 10. On the other
hand, only 3% of the SCOs are used to improve the efficiency of public administration
(TO 11).

4.2.3. Beneficiaries covered by SCOs in 2014-2020

The table below illustrates the distribution of SCO among the different types of
beneficiaries. The percentage is calculated from the total number of SCO identified for
each type of beneficiary through the ESF survey. The analysis presented in the table
also includes schemes approved under Article 14(1).The percentages can total more
than 100% because each SCO can cover multiple beneficiaries.

Table 23 — Beneficiaries reimbursed through SCOs for ESF operations

Type of beneficiary % of SCOs

Associations/NGOs 45%

44





Type of beneficiary % of SCOs

Municipalities 30%
Regional authorities 30%
Schools 27%
National authorities 18%
Universities 18%
Health institutions 11%
Employment agencies 11%
Research centres 10%

Many SCOs (45%) are used for operations implemented by NGOs and associations.
Other types of beneficiaries being reimbursed through SCOs are municipalities and
regional authorities (30% each), as well as schools (27%).

4.2.4. Type of costs covered by SCOs in 2014-2020

The table below shows the distribution of SCOs among the types of costs identified
through the ESF survey. The total is more than 100% because each SCO can cover

multiple costs.

Table 24 — Types of costs covered by the SCOs

Type of costs % of SCOs

Direct costs 35%

All costs of the operation 28%
Indirect costs 28%

All direct costs other than staff 12%

More than a third of the SCO schemes used under ESF (35%) covered direct costs of
the operations. The percentage of off-the-shelf schemes that cover only indirect costs is
equal to the percentage of schemes that cover all operation costs (i.e., 28%).
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4.3. Use of SCOs in 2021-2027

The first four rows show SCO use at the lower level. The first row presents the coverage
of SCO which are ‘in use’ and ‘programmed’. The subsequent three rows detail the total
already covered by SCOs, the amount covered by operations below EUR 200 000 and
the portion already reimbursed to beneficiaries using SCO.

The fifth and sixth rows show SCO use at the upper level, through CPR Article 94(2).
The fifth row displays the total expected to be covered by schemes already submitted to
the Commission and those programmed. The sixth details the amount covered by
schemes already submitted to the Commission.

The last and the second-to-last line SCO use at the upper level, through CPR Article
94(4).

The percentage is based on SCO and the budgets of programmes that participated in
the survey. For more detail, refer to the first and second steps of the process outlined in
Chapter 1.4. The amounts in the last column are estimates of the potential budget
covered at EU level including EU and national co-financing. This is determined by
applying the percentage from the first column to the entire ESF+ budget (including co-
financing) at EU level (for more detail, refer to the third step of the process outlined in
Chapter 1.4).

Table 25 — Overview of ESF+ SCO use in 2021-2027

(2) Estimated
programme budget
covered at EU level

(1) % of
programme
budget covered

SCOs planned*
in use + programmed
- of which: SCOs in use

- of which: SCOs planned* <200k
in use + programmed

Lower level

beneficiaries
Upper level in use + programmed

AU BRI IR - of which: SCOs in use

Upper level 2023/1676
2022/2175

*The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

SCO use within ESF+ accounts for approximately 42% of the ESF+ budget (over EUR
60 billion). Based on data from respondents, a significant portion of the expected impact
is linked to existing schemes (over EUR 52 billion). Expenditure already reimbursed
covered by SCO (1.4%, or EUR 2 billion) confirms some delay in implementation of the
2021-2027 funds and suggests that reduced costs and administrative burden will only be
felt as financial absorption of the programmes progresses. The coverage of small
operations, costing less than EUR 200 000 each, is approximately EUR 14 billion; this
demonstrates that the use of SCOs goes well beyond the mandatory use.
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The table below shows SCO use at Member State level. The first column in the table
below shows the percentage of ESF+ budget covered at the lower level, while the second
column details the portion of lower level SCOs covered by small operations, providing
an estimate of the impact of CPR Atrticle 53(2). The third column displays the percentage
of the total budget covered by schemes approved under CPR Article 94(2), while the
fourth column details the portion of upper level SCOs covered by small operations.

It is important to note that for some Member States (identified in blue in the table), the
coverage value for 2021-2027 indicated in the column ‘SCOs planned’ is derived from
2014-2020 data. For more details see chapters 1.3 and 1.4.

Table 26 =SCO use in ESF+ in 2021-2027 at Member State level

Upper level

Of which SCOs Of which SCOs
Member State SCOs planned slanned <200k SCOs planned Slanned <200k
AT

48.4% 31.8% 48.4% 31.8%
BE 32.0% 0.2% 9.3% 0.0%
BG 36.8% 2.9% 0.0% 0.0%
CcY 53.0% 0.0% 11.3% 0.0%
cz 64.7% 27.4% 23.7% 0.0%
DE 69.7% 0.0% 0.0% 0.0%
DK 73.7% 0.0% 0.0% 0.0%
EE No reply No reply No reply No reply
EL 34.7% 5.2% 0.0% 0.0%
ES 54.5% 6.2% 1.7% 0.2%
FI 72.8% 26.1% 0.0% 0.0%
FR 37.3% 22.3% 7.0% 0.0%
HR No reply No reply No reply No reply
HU 62.8% 0.0% 0.0% 0.0%
IE 39.7% 0.0% No reply 0.0%
IT 49.7% 9.5% 6.3% 0.0%
LT 33.6% 0.0% 33.6% 0.0%
LU No reply No reply No reply No reply
LV No reply No reply No reply No reply
MT 83.4% 0.0% 13.6% 0.0%
NL 23.9% 0.0% 19.1% 0.0%
PL 23.7% 5.0% 0.0% 0.0%
PT 51.5% 5.9% 21.6% 0.0%
RO 31.0% 25.3% 29.8% 0.0%
SE 80.2% 0.6% 65.8% 0.0%
S No reply No reply No reply No reply
SK 32.6% 0.0% 0.0% 0.0%

As presented in the table above, by the end of the 2021-2027 period, nine Member States
are expected to cover more than 50% of their ESF+ budget using lower level SCO. These
are: Cyprus, Czechia, Denmark, Spain, Finland, Hungary, Malta, Portugal and Sweden.
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4.3.1. Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCO across
Member States, with the share of total programme budget covered by each type of SCO.

Table 27 — ESF+ Type of SCO at lower level in 2021-2027

Lower level

Budget covered (%)
Member State Flat Rate Unit Cost

AT 0.0% 47.9% 0.4%
BE 16.8% 15.2% 0.0%
BG 7.7% 29.1% 0.0%
CY 9.0% 44.0% 0.0%
CZ 11.1% 49.0% 4.6%
DE 31.5% 32.3% 6.0%
DK 14.8% 58.9% 0.0%
EE No reply No reply No reply
EL 6.5% 28.3% 0.0%
ES 8.6% 44.6% 1.3%
F 30.7% 30.2% 11.9%
FR 25.4% 12.0% 0.0%
HR No reply No reply No reply
HU 61.4% 1.4% 0.0%
IE 1.4% 38.3% 0.0%
IT 18.2% 29.8% 1.7%
LT 0.3% 33.2% 0.0%
LU No reply No reply No reply
LV No reply No reply No reply
MT 4.1% 79.3% 2.0%
NL 0.0% 23.9% 0.0%
PL 14.7% 6.9% 3.5%
PT 3.0% 48.4% 0.1%
RO 0.0% 31.0% 0.0%
SE 0.0% 80.0% 0.2%
Sl No reply No reply No reply
SK 11.9% 20.7% 0.0%
TOTAL* 13.3% 28.0% 1.2%

*Coverage of the budget at EU level for each type of SCO.

For many Member States, unit costs cover the most budget, which is similar at EU level
(last row of the table), covering 28%. This is followed by the flat rate, predominantly the
off-the-shelf flat rate as set out in the regulation. Lump sums are only used in ten Member
States and cover 1.2% at EU level.

The significance of unit costs is underscored in the table below, which details the types
of SCO approved or programmed to be approved under CPR Article 94(2).
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Table 28 — ESF+ Type of upper level SCO in 2021-2027

Upper level Article 94(2)

Budget covered (%)

Member State Flat Rate Unit Cost

0.0% 47.9% 0.4%
BE 0.0% 9.3% 0.0%
BG 0.0% 4.5% 0.0%
cY 0.0% 11.3% 0.0%
CcZ 0.0% 23.7% 0.0%
DE 21.4% 21.7% 0.0%
DK 0.0% 0.0% 0.0%
EE No reply No reply No reply
EL 0.0% 0.0% 0.0%
ES 0.0% 2.2% 0.5%
FI 0.0% 0.0% 0.0%
FR 0.0% 7.0% 0.0%
HR No reply No reply No reply
HU 0.0% 0.0% 0.0%
IE 0.0% 37.6% 0.0%
IT 0.0% 6.3% 0.0%
LT 0.3% 33.2% 0.0%
LU No reply No reply No reply
LV No reply No reply No reply
MT 0.0% 13.6% 0.0%
NL 0.0% 19.1% 0.0%
PL 0.0% 0.0% 0.0%
PT 0.0% 21.6% 0.0%
RO 0.0% 29.8% 0.0%
SE 0.0% 65.8% 0.0%
SI No reply No reply No reply
SK 0.0% 0.0% 0.0%
TOTAL* 0.7% 12.7% 0.0%

*Coverage of the budget at the EU level for each type of SCO.

The 2021-2027 regulation regarding SCO allows for different approaches at lower and
upper levels. For instance, the regulation permits SCO use under Article 94 of the CPR
at the upper level, but at the lower level, a different type of SCO or even actual (‘real’)
costs can be used.

The survey highlights a consistent approach between lower and upper levels where all
schemes adopted under Article 94 of the CPR, have also been implemented at the lower
level. The table below focuses on the lower level and highlights, for each Member State,
the ‘weight’ of schemes approved under Article 94 in the financial flow to beneficiaries.
The table shows the budget share covered by SCO for beneficiaries, distinguishing
between those exclusively for the lower level (Article 53) and those also used for
payment requests to the Commission (Article 94). It is important to note the latter
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includes schemes approved both under CPR Article 94(2) as well as the ‘EU level SCO’

under Article 94(4).

Table 29 — ESF+ use of lower level SCOs under Article 53 vs Article 94 CPR

Lower level

Of which Article 94

Total SCOs planned . .
Articles 53 + 94 CPR Of which Article 53

AT 48.4% 0.0% 48.4%
BE 32.0% 22.6% 9.3%
BG 36.8% 31.0% 5.8%
cY 53.0% 41.7% 11.3%
CZ 64.7% 23.5% 30.2%
DE 69.7% 11.4% 58.3%
DK 73.7% 73.7% 0.0%
EE No reply No reply No reply
EL 34.7% 34.7% 0.0%
ES 54.5% 40.2% 7.1%
FI 72.8% 72.8% 0.0%
FR 37.3% 29.0% 7.9%
HR No reply No reply No reply
HU 62.8% 62.8% 0.0%
IE 39.7% 1.4% 0.0%
IT 49.7% 40.5% 6.3%
LT 33.6% 0.0% 33.6%
LU No reply No reply No reply
LV No reply No reply No reply
MT 83.4% 53.0% 30.5%
NL 23.9% 0.0% 0.0%
PL 23.7% 19.8% 0.0%
PT 51.5% 28.6% 21.6%
RO 31.0% 0.0% 31.0%
SE 80.2% 3.8% 76.4%
Sl No reply No reply No reply
SK 32.6% 32.6% 0.0%
4.3.2. Specific Objectives covered by SCOs in 2021-2027

The table below shows the distribution of SCO across Specific Objectives identified
through the ESF+ survey. The percentages total more than 100% because each SCO

can cover multiple Specific Objectives.

Table 30 — Coverage of ESF+ Specific Objectives per SCO

Specific objective % of SCOs

SO 4.1: Access to employment and activation measures for all

55%
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Specific objective % of SCOs

SO 4.2: Modernising labour market institutions 5%
SO 4.3: Gender balanced labour market participation 11%
SO 4.4: Adaptation of workers and enterprises to change 12%
SO 4.5: Improving education and training systems 17%
SO 4.6: Quality and inclusive education and training systems 34%
SO 4.7: Lifelong learning and career transitions 26%
SO 4.8: Active inclusion and employability 33%
SO 4.9: Integration of third country nationals 6%
SO 4.10: Integration of marginalised communities 7%
SO 4.11: Equal access to quality social and healthcare services 16%
SO 4.12: Social integration of people at risk 13%
SO 4.13: Addressing material deprivation 3%
Technical assistance 5%

More than half the SCOs (55%) are used for ESF+ operations on access to employment
and activation measures for all (SO 4.1). Furthermore, 34% and 33% of the SCOs are
used for operations promoting inclusion, through SO 4.6 (quality and inclusive education
and training systems) and SO 4.8 (active inclusion and employability). Only 5% are used
for modernising labour market institutions (SO 4.2) and Technical Assistance. The least
covered is SO 4.13 addressing material deprivation (3%).

4.3.3. Beneficiaries covered by SCOs in 2021-2027

The table below illustrates the distribution of SCOs for different types of beneficiaries.
The percentage is calculated from the number of SCOs for each type of beneficiary
identified in the ESF+ survey. The percentages total more than 100% because each
SCO can cover multiple beneficiaries.

Table 31 — Beneficiaries reimbursed through SCOs for ESF+ operations

Type of beneficiary % of SCOs

NGOs/Associations 54%
Municipalities 39%
Regional authorities 37%
Schools 36%

National authorities 25%
Employment agencies 18%
Health institutions 15%
Research centres/universities 12%

More than half the SCOs (53%) are used under operations implemented by NGOs and
associations. Other significant types of beneficiaries are municipalities/local authorities
(39%), regional authorities (37%) and schools (36%). Only 12% of the SCOs reimburse
research centres/universities.

4.3.4. Type of costs covered by SCO in 2021-2027

The table below shows the distribution of SCOs across different types of costs identified
through the ESF+ survey. The percentages total more than 100% because each SCO
can cover multiple costs.
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Table 32 — Types of costs covered by the SCOs

% of SCOs

Direct costs 38%

All costs of the operation 32%
Indirect costs 18%

All direct costs other than staff 14%

Around a third of the SCO schemes covered direct costs (38%), as well as all costs of
the operations (32%). It is noteworthy that the percentage of schemes covering all
operational costs has increased compared to the previous programming period (32% vs.
28%). Meanwhile, the percentage of schemes covering only indirect costs (typically off-
the-shelf flat rates) has decreased.

4.4. ESF/ESF+ stakeholder perceptions of SCO

4.4.1. Advantages and issues

This section presents qualitative responses regarding the advantages of SCO schemes
as well as issues encountered when developing them. This section on ESF/ESF+ does
not include an assessment of why programme authorities decided not to use any SCOs
because all responses that passed the quality check used SCOs.
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Figure 18 - Advantages of SCO schemes for ESF/ESF+ programme authorities

Wl =natreawam W2 {0W reSevEncE m 3= medium relevarce md=nighrelevance

= =
» T
2 K
=5
o=
c.u-
o
R — _
= ig1.27 Bk | fali A6
G I
x
X K —
2 e RN
w T
=
= ik
2 I
- - .
e
T - i Y .
: e E:".—:‘-‘:‘.b
[T |'
o U
o
Be
- =
Wt 31.27 FLAE LY TR ATH
e =}
" N
= a =10F
2 14-20 10
= .
g
El"-_- |
= . |
= 2 1T H

APPFORTUNITIES
TOFOCUS ON
OTHER ACTIVITIES

la-20

SIMPLER
OMPLIANCE

e

1-27

LESS ADMIN
ALURDERN

There is an increased perception that SCOs benefit programme authorities. In both
programming periods, the greatest advantages for programme authorities were the
reduced administrative burden as well as simplified compliance. It is important note that
between 2014-2020 and 2021-2027, ESF/ESF+ programme authorities increasingly
viewed SCO as effective in increasing the focus on results, improving support from audit
authorities, simplifying the application process for beneficiaries. The increased
perception of such advantages confirms that the advantages of SCO go beyond the
reduction of administrative burden.

Other advantages that increased between the two programming periods are reducing

error rates and corrective actions, enabling to focus on other activities, simplifying
compliance, as well as easing administrative burdens.
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The survey also aimed at mapping issues for programme authorities when developing
SCO schemes as seen in the figure below.

Figure 19 - Issues faced in developing SCO schemes for ESF/ESF+ programme
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In both programming periods, the most relevant issue is the lack of alternative sources.
However, it is worth noting that the relevance of each of the possible issues decreased
across the two programming periods, proving that experience in 2014-2020 helps
approaches to SCOs in the current programming period. Support from the audit authority
is not considered an issue for most respondents (70% in 2014-2020 and 75% in 2021-

2027).

4.4.2.

Involvement of the audit authority in defining SCOs

The figure below presents audit authority involvement in the definition of SCO schemes
developed under ESF/ESF+.
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Figure 20 — Involvement of the audit authority in defining SCOs under ESF/ESF+
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For the great majority of SCO schemes, in 2014-2020, the audit authority was either not
consulted or consulted only informally (81%). It completed a formal ex-ante assessment
for only 18% of the schemes. 2021-2027 shows a clear change, since the audit authority
completed a formal ex-ante assessment for more than half the SCO schemes developed
under ESF+ (54%).

4.4.3. Perception of beneficiaries

The survey of beneficiaries was conducted through July and August 2024 and resulted
in 720 complete answers. Of those, 64% declared benefiting from ESF+ and 65% from
ESF (some beneficiaries benefited in both programming periods, hence the percentages
total more than 100%). The figure below shows the types of beneficiaries responding to
the survey.

Figure 21 — Types of ESF/ESF+ beneficiaries responding to the survey
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Almost a third of the respondents were public institutions/administrations, while 20%
were research/education institutions. ‘Other’ respondents include foundations.

The factsheet below presents data from the survey across both programming periods. It
shows that most respondents (81%) were aware of SCO (nho responses were received
regarding the FNLC).. Of those, the great majority used SCO (70%) and received
training, workshops, or guidelines from the managing authority explaining SCOs (74%).

Almost all the ESF/ESF+ beneficiaries who completed the survey and were aware of
SCOs (88%) declared that SCOs brought benefits for project management. For them,
reduced administrative burden is the main benefit (55%), which corresponds to
programme authority inputs in previous sections. In addition, more than a third (36%)
agreed that SCO enabled a greater focus on the quality and results of their project. It is
similar for each programming period.

Figure 22 — Survey data concerning ESF/ESF+ beneficiaries
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Of the respondents who were aware of the types of SCO used in their project, many
used or were using flat rates (41%).

4.5. Use of FNLC in ESF+

The first three rows in the table below display data on the use of FNLC at the lower level.
The first row shows the budget covered by FNLC including schemes already in use and
those programmed. The next two rows detail the amount covered by FNLC schemes in
use and the portion of the budget already reimbursed to beneficiaries using FNLC.
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The final three rows provide data on FNLC at the upper level. The first row displays the
amount expected to be covered by FNLC, including schemes in use and programmed.
The next row details only FNLC in use. The last row details the amount already claimed
by programme authorities from the Commission.

All this information is presented as percentages of programme budgets and total
amounts. The percentage is the ratio between the total amount covered by FNLC and
the budgets of programmes that participated in the survey and passed the quality check.
The amounts in the last column are estimates of the potential budget covered at EU level
including both EU and national co-financing. This applies the percentage from the first
column to the entire fund budget at EU level, extracted from the Cohesion Open Data
Platform.

Table 33 — Overview of FNLC use in ESF+ in 2021-2027

(2) Estimated programme
0,
(1)bljod0fe{) ::c;g\jlrearr:(;n € budget covered at EU
° level (EUR bn
Total FNLC planned*

- of which: FNLC in use 2.33% 3.312

Lower level
- of which: already
reimbursed to 0.74% 1.051
beneficiaries

Total FNLC planned 5 47% 7.767
in use + programmed
Upper level | - of which: FNLC in use 2.33% 3.312
- of which: already 0% 0

claimed

*The amounts covered by planned FNLC includes both in use and programmed FNLC
schemes mapped by the survey.

Both lower and upper level FNLC within ESF+ account for approximately 5% of the total
ESF+ budget for the analysed programmes. This would be over EUR 7.7 billion if applied
to the full ESF+ budget. Based on the responses and complemented by data from the
SFC, a significant portion of this amount refers to FNLC schemes already in use (2.3%,
equivalent to EUR 3.3 billion). For the amount already reimbursed to beneficiaries and
amounts claimed from the EC, implementation is still in progress, with only 0.74% of the
programme budget already reimbursed to beneficiaries (some EUR 1 billion at EU level)
and no reported amounts claimed from the EC.

The table below presents an overview of the use of FNLC at Member State level. The
second column shows the percentage of ESF+ budget covered at the lower level, while
the third column displays the share at the upper level. Figures are calculated per Member
State from the amount covered by FNLC and the budgets of programmes that
participated in the survey and passed the quality check.

Table 34 — FNLC use in ESF+ in 2021-2027 per Member State

AT 0% 0%
BE 0% 0%
BG 0% 0%
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Coperleve
Total FNLC planned Total FNLC planned

CcYy 6.92% 6.92%
Cz 0% 0%
DE 0% 0%
DK 0% 0%
EE No financial data® 5.30%
EL 0% 0%
ES 0% 0%

Fl 0% 0%
FR 1.48% 1.48%
HR* No reply No reply
HU 36.75% 36.75%

IE 0,00% 0%

IT 0,00% 0%
LT® No financial data No financial data
LU No reply No reply
LV 0.24% 0.24%
MT 0% 0%
NL 0% 0%
PL 6.46% 6.46%
PT 0.11% 0.31%°
RO 10.87% 10.87%
SE 0% 0%
SI No reply No reply
SK 0% 0%

By the end of the current programming period, at least eight Member States are expected
to use FNLC (Cyprus, Estonia, France, Hungary, Latvia, Poland, Portugal and Romania).
Additionally, two other countries, Croatia and Lithuania, have schemes in the pipeline;
however, their financial information was not available for the study team.

Only two Member States are expected to cover more than 10% of their ESF+ budget
using FNLC: Hungary and Romania.

4.5.1. Types of FNLC used in 2021-2027

The table below shows the use of CPR Article 94(4) (Delegated acts adopted by the
Commission), CPR Article 95 Appendix 2 and CPR Article 37 Appendix 2 across Member
States. For each Member State, the table displays the ratio between the amount covered

3 The financial data provided in the survey were not used in the analysis due to inconsistencies between upper and
lower level amounts (i.e., lower level amounts were reported as being higher than upper level amounts).

4 Croatia has an FNLC scheme in the pipeline. Financial information on the scheme was limited.
5 Lithuania has an FNLC scheme in the pipeline. Financial information on the scheme was limited.

6 The reason why lower level and upper level values are not equal is due to the fact that financial information on the
lower level was not available for all schemes in PT.
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by FNLC identified through the study and the budgets of programmes that participated
in the survey and passed the quality check.

Table 35 — ESF+ type of FNLC in 2021-2027

Upper level
Budget covered (%)

CPR CPR CPR CPR CPR CPR
Article 94(4) Article 95 Article 37 | Article 94(4) | Article 95 | Article 37
(Delegated Appendix 2 Appendix | (Delegated | Appendix | Appendix
2 2
AT 0% 0% 0% 0% 0% 0%
BE 0% 0% 0% 0% 0% 0%
BG 0% 0% 0% 0% 0% 0%
CcY 0% 6.92% 0% 0% 6.92% 0%
CZ 0% 0% 0% 0% 0% 0%
DE 0% 0% 0% 0% 0% 0%
DK 0% 0% 0% 0% 0% 0%
EE 0% No financial data 0% 0% 5.30% 0%
EL 0% 0% 0% 0% 0% 0%
ES 0% 0% 0% 0% 0% 0%
Fl 0% 0% 0% 0% 0% 0%
FR 0% 1.48% 0% 0% 1.48% 0%
HR 0% 0% 0% 0% 0% 0%
HU 0% 36.75% 0% 0% 36.75% 0%
IE 0% 0% 0% 0% 0% 0%
IT 0% 0% 0% 0% 0% 0%
LT 0% 0% 0% 0% 0% 0%
LU No reply No reply No reply No reply No reply No reply
LV 0% 0% 0.24% 0% 0% 0.24%
MT 0% 0% 0% 0% 0% 0%
NL 0% 0% 0% 0% 0% 0%
PL 0% 6.46% 0% 0% 6.46% 0%
PT 0% 0.11% 0% 0% 0.31% 0%
RO 0% 10.87% 0% 0% 10.87% 0%
SE 0% 0% 0% 0% 0% 0%
SI 0% 0% 0% 0% 0% 0%
SK 0% 0% 0% 0% 0% 0%

For most Member States, the majority of the coverage is based on schemes adopted
through CPR Article 95, Appendix 2, which are also used at the lower level. Of the 13
FNLC schemes identified in this study for ESF+, 12 (92%) were adopted thorough CPR
Article 95, Appendix 2, while the other was adopted through CPR Article 37 Appendix 2.
No schemes were adopted through Delegated Acts.
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Figure 23 — Types of FNLC indicators triggering payment in ESF+
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Information from the survey and SFC show that most FNLC schemes use output-based
indicators to trigger payment (37%), followed closely by result-based indicators (36%)
and schemes adopting both types (27%).

The survey highlights that most of the mapped schemes (75%) did not set any
adjustment/update methodology for FNLC. The remainder (25%), set adjustments based
on indicators for annual payroll, inflation, statistical data on public investment, or average
monthly/daily costs.

4.5.2. Specific Objectives covered by FNLC in 2021-2027

The table below shows the Specific Objectives covered by operations under FNLC in
ESF+ as percentages of schemes associated with each Specific Objective divided by
the total number of schemes.

Table 36 — Coverage of ESF+ Specific Objectives per FNLC

% of FNLC

Specific Objectives scht(-;-]r:esspgcg?ﬁ:nng

Objective (n=20)’
4.1 - Access to employment and activation measures for all 15%
4.2 - Modernising labour market institutions 8%
4.3 - Gender balanced labour market participation 8%
4.4 - Adaptation of workers and enterprises to change 8%
4.5 - Improving education and training systems 23%
4.6 - Quality and inclusive education and training systems 0%
4.7 - Lifelong learning and career transitions 15%
4.8 - Active inclusion and employability 31%
4.9 - Integration of third country nationals 0%
4.10 - Intergration of marginalised communities such as Roma 0%
4.11 - Equal access to quality social and healthcare services 0%
4.12 - Social integration of people at risk 23%
4.13 - Addressing material deprivation 0%

7 This number is higher than the number of schemes mapped for ESF+ as some schemes are associated with more
than one Specific Objective.
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FNLC Schemes (programmed) with no Specific Objective noted by

0,
respondents 8

Of all the FNLC schemes which passed the quality check for ESF+, the most common
Specific Objective was ‘Active inclusion and employability’ (SO 4.8), in 31% of the
schemes. This was followed by ‘Improving education and training systems’ (SO 4.5) and
‘Social integration of people at risk’ (SO 4.12), both covered by 23% of the ESF+
schemes. Also relevant were ‘Access to employment and activation measures for all’
(SO 4.1) and ‘Lifelong learning and career transitions’ (SO 4.7), for 15% of the schemes.

Only 8% of the FNLC are used for operations related to: ‘Modernising labour market
institutions’ (SO 4.2); ‘Gender balanced labour market participation’ (SO 4.3); and
‘Adaptation of workers and enterprises to change’ (SO 4.4). For 23% of the schemes,
authorities did not note any Specific Objective when replying to the survey.

4.5.1. Advantages, issues and reasons for not using FNLC

The figure below presents a qualitative analysis of FNLC advantages, as reported by
managing authorities. Respondents identified key benefits, with the most frequently
mentioned being the reduced administrative burden and the simplified nature of
schemes. These make compliance checks easier (medium/high relevance for over 90%
of respondents).

Authorities also highlighted that FNLC schemes are more user-friendly for beneficiaries,
simplifying applications and implementation. Additionally, these schemes have less
errors and financial corrections or other remedial actions. This enables authorities to
reallocate resources to other activities, such as performance monitoring and focus more
on achieving outputs and results.

Figure 24 Key advantages of FNLC (ESF+)
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The primary reason for not using FNLC (Figure 25) authorities was the lack of
information/experience on how to design and implement such schemes, with over 75%
of respondents rating this as medium/high importance. Managing authorities also cited
the administrative burden of designing FNLC schemes and the high level of legal
uncertainty associated with them, both of which were medium/high importance for about
70% of respondents.
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Additional reasons include the perception that FNLC schemes are too risky, concerns
about the potential systemic impact of miscalculating the rates or units and the view that
the benefits of FNLC are not immediately evident. All these reasons were considered of
medium/high importance by a significant number of respondents.

Figure 25 Key reasons for not using FNLC (ESF+)
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Following closely, with over 70% of respondents rating them with medium or high
importance, are difficulties in identifying suitable types of operations, a lack of knowledge
and expertise within the programme authority, insufficient resources to develop the
scheme and legal uncertainty surrounding FNLC schemes.

Figure 26 highlights key issues reported by managing authorities when developing FNLC
schemes, with medium/high importance. Over 80% of respondents indicated that FNLC
schemes are complicated and challenging to putin practice, alongside a lack of guidance
and practical examples on how to design FNLC methodologies, including defining
indicators and setting up results or conditions.

Following closely, with over 70% of respondents rating them with medium or high
importance, are difficulties in identifying suitable types of operations, a lack of knowledge
and expertise within the programme authority, insufficient resources to develop the
scheme and legal uncertainty surrounding FNLC schemes.

Figure 26 Key issues faced in developing FLNCs (ESF+)
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4.5.2. Involvement of the audit authority in defining the FNLC

In 50% of schemes, managing authorities reported that the audit authority was consulted
informally but did not conduct a formal assessment of the FNLC. A further 33% indicated
the audit authority carried out a formal ex ante assessment, while 17% stated that the
audit authority was not consulted.

For schemes where the audit authority was not involved, the reasons included the
absence of a formal requirement, ongoing adjustments to the scheme in response to
feedback from the European Commission and the early developmental stage of the
scheme.

Figure 27 Involvement of audit authority in ESF+
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5. DG HOME Funds - AMIF/BMVI/ISF

This section does not include any sub-section on the use of FNLC because no data on
FNLC schemes were collected through the survey.

5.1. Use of SCOs in AMIF

The table below covers SCO use within AMIF during the 2021-2027 programming period.
The first four rows show SCO use at the lower level. The first row presents the coverage
of SCO which are ‘in use’ and ‘programmed’. The subsequent three rows detail the total
already covered by SCOs, the amount covered by operations below EUR 200 000 and
the portion already reimbursed to beneficiaries using SCO.

The final two rows cover SCO use at the upper level, through CPR Article 94(2).
However, no such SCO is programmed under AMIF for the moment.

The percentage is based on the share of programme budgets covered by SCO identified
in the survey. For more detail, refer to the first and second steps of the process outlined
in Chapter 1.4. The amounts in the last column are estimates of the potential budget
covered at EU level including EU and national co-financing. This is determined by
applying the percentage from the first column to the entire AMIF budget (including
national co-financing) at EU level (for more detail, refer to the third step of the process
outlined in Chapter 1.4).

Table 37 = AMIF SCO use in 2021-2027

(1) % of (2) Estimated programme
programme budget covered at EU level
budget covered EUR bn

*
. SCOs planned 33.3% 2.499
in use + programmed
- of which: SCOs in use 31.0% 2.325

Lower level - of which: SCOs planned*
<200k 0.3% 0.026
in use + programmed

- of which: already reimbursed 4.8% 0.362
to beneficiaries
*
~ SCOs planned 0.0% 0
Upper level in use + programmed

* The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

SCO use within AMIF accounts for a third of the AMIF budget (close to EUR 2.5 billion).
Based on data from respondents, a significant portion of the expected impact at the end
of the programming period is linked to existing schemes (over EUR 2.3 billion).
Expenditure already reimbursed covered by SCOs (4.8%, or EUR 0.3 billion) confirms
some delay in implementation of the 2021-2027 funds and suggests that reduced costs
and administrative burden will only be felt as financial absorption progresses. The
coverage of small operations is very low: approximately EUR 26 million of the EUR 2.5
billion covered by SCOs are attributed to operations costing less than EUR 200 000.
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So far, the programmes have not planned to use reimbursement of the EU contribution
according to CPR Article 94(2), for any HOME Funds (AMIF, BMVI, ISF).

The table below shows SCO use at Member State level. The first column shows the
percentage of AMIF budget covered at the lower level, while the second column details
the portion of lower level SCOs covered by small operations, providing an estimate of
the impact of CPR Article 53(2). The third column displays the percentage of the budget
covered by schemes approved under CPR Atrticle 94(2). As previously mentioned, no
such SCO is programmed under AMIF for the moment.

Table 38 — AMIF SCO use in 2021-2027 by Member State

Member State SCOs planned

AT
BE
BG
cY
cz
DE
DK
EE
EL
ES
FI
FR
HR
HU
IE
IT
LT
LU
LV
MT
NL
PL
PT
RO
SE
Sl
SK

35.8%
No reply
1.6%
5.4%
60.1%
70.2%
3.7%
15.0%
No reply
No reply
18.1%
No reply
44.9%
No reply
8.0%
12.9%
4.3%
No reply
84.5%
44.0%
4.3%
12.9%
8.5%
31.5%
No reply
0.0%

Lower level

Of which SCOs
planned <200k

1.5%
No reply
0.0%
0.0%
2.3%
0.6%
0.0%
0.0%
No reply
No reply
0.0%
No reply
0.0%
No reply
0.0%
0.2%
2.1%
No reply
0.0%
0.0%
0.0%
2.4%
8.5%
0.0%
No reply
0.0%

Upper level
Article 94(2

SCOs planned

0.0%
No reply
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
No reply
No reply
0.0%
No reply
0.0%
No reply
0.0%
0.0%
0.0%
No reply
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
No reply
0.0%

As presented in the table above, by the end of the 2021-2027 period, three Member
States expect high shares of the AMIF budget to be covered by lower level SCOs:
Czechia (60%), Germany (70%) and Malta (84%). On the other hand, eight Member
States plan SCOs covering less than 10% of their budget: Bulgaria, Cyprus, Estonia,
Italy, Luxembourg, Poland, Romania and Slovakia.
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5.1.1. Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCOs across
Member States as the share of total programme budget covered by each type of SCO.

Table 39 — AMIF Type of SCO at the lower level in 2021-2027

Lower level

Budget covered (%)

Member State Flat Rate Unit Cost

1.5% 13.3% 21.0%
BE No reply No reply No reply
BG 0.0% 1.6% 0.0%
CY 5.4% 0.0% 0.0%
Cz 30.9% 29.2% 0.0%
DE 70.2% 0.0% 0.0%
DK - - -
EE 3.7% 0.0% 0.0%
EL 0.0% 15.0% 0.0%
ES No reply No reply No reply
Fl No reply No reply No reply
FR 7.3% 10.8% 0.0%
HR No reply No reply No reply
HU 14.2% 30.8% 0.0%
IE No reply No reply No reply
IT 6.6% 1.4% 0.0%
LT 12.8% 0.1% 0.0%
LU 4.3% 0.0% 0.0%
LV No reply No reply No reply
MT 18.6% 65.9% 0.0%
NL 21.6% 22.4% 0.0%
PL 4.3% 0.0% 0.0%
PT 12.9% 0.0% 0.0%
RO 0.0% 8.5% 0.0%
SE 13.7% 17.2% 0.5%
Sl No reply No reply No reply
SK 0.0% 0.0% 0.0%
TOTAL* 24.9% 7.7% 0.7%

*Coverage of the budget at the EU level for each type of SCO.

For the majority of Member States, the flat rate covers the most budget, predominantly
off-the-shelf as set out in the regulation. Similarly, at EU level (last row of the table), the
flat rate accounts for the largest portion of the budget, 24.9%. This is followed by unit
cost SCOs. Lump sums are only used in two Member States and have much less budget
coverage (0.7% at EU level).

Member States who use SCOs more, use both the flat rate and unit cost approaches.
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5.1.2. Specific Objectives covered by SCO in 2021-2027

The table below shows the distribution of SCOs across Specific Objectives identified
through the AMIF survey. The total is more than 100% because each SCO can cover

multiple Specific Objectives.

Table 40 Coverage of AMIF Specific Objectives by SCOs

Specific Objective % of SCOs

SO 1: Common European Asylum System 37%
SO 2 : Legal migration and integration 51%
SO 3: Return 38%

SO 4: Solidarity 3%

More than half the SCO schemes (51%) cover operations strengthening and developing
legal migration to the Member State, promoting and contributing to the integration of
third-country nationals (SO2), 38% are for countering irregular migration, return and
reintegration in third countries (SO3) and 37% for operations strengthening and
developing the Common European Asylum System (SO1).

5.1.3. Beneficiaries covered by SCOs in 2021-2027

The table below illustrates the distribution of SCO among types of beneficiary identified
through the AMIF survey. The total is more than 100% because each SCO can cover
multiple beneficiaries.

Table 41 Beneficiaries reimbursed through AMIF SCOs

Type of beneficiary % of SCOs

NGOs/Associations 73%
National authorities 65%
Municipalities/ Local authorities 59%
Humanitarian organisations 57%
Regional authorities 46%

For AMIF interventions, NGOs and associations are being reimbursed by 73% of SCOs.
The other types of beneficiaries are targeted by over 50% of SCOs, except for regional
authorities (46%).

5.1.4. Type of costs covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among different types of costs identified
through the AMIF survey. The total is more than 100% because each SCO can cover

multiple costs.

Table 42 Types of costs covered by the SCO in AMIF

Type of costs % of SCOs

Direct costs 51%
Indirect costs 29%
All costs of the operation 13%
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% of SCOs

All direct costs other than staff 11%

Most SCOs cover direct costs (51%), along with indirect costs (29%). To a lesser extent,
SCOs cover all costs of the operation (13%). However, coverage is higher for AMIF,
compared to other HOME funds (BMVI and ISF).

5.2. AMIF stakeholder perceptions of SCO

5.2.1. Advantages, issues and reasons for not using SCO
This section presents qualitative responses regarding the advantages of SCO schemes
as well as issues encountered when developing them. It also includes feedback from
respondents who did not use any SCO.

Figure 28 - SCO advantages for AMIF programme authorities in 2021-2027
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The greatest advantage is the reduced administrative burden for programme authorities
(highly relevant for 75% of respondents). This is followed by simplification for applications
as well as for checking compliance. Opportunities to focus on other activities was
considered as not relevant by 10% of the respondents. Most respondents found
advantages rather or highly relevant.

The survey also mapped issues encountered by programme authorities when developing
SCO schemes as shown in the figure below.
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Figure 29 - Issues faced in developing SCO schemes for AMIF programme
authorities in 2021-2027
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For AMIF programme authorities, a lack of resources to develop the schemes was the
most relevant issue when developing SCO schemes, along with a lack of historical data
and legal uncertainty related to SCOs. Many respondents (40%) acknowledged that
negative feedback from the audit authority was not an issue. It is worth noting that the
answers are balanced along the scale.

Among the two programme authorities who did not use any SCO scheme, the main

reasons were awareness of the impact of miscalculating a scheme as well as
burdensomeness related to SCOs.

5.2.2. Involvement of the audit authority in SCO definition

The figure below presents the audit authority involvement in defining SCO schemes
developed under AMIF.
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Figure 30 - Audit authority involvement in defining AMIF SCOs in 2021-2027

The Audit Authority was not consulted.

The Audit Authoritywas consulted
informally but did not carry outa formal
assessment of the SCOs.

The Audit Authority completed aformal
ex ante assessment.

There is no clear tendency for the involvement of the audit authority in defining SCOs
under AMIF. Nevertheless, for many of the SCO schemes (43%), the audit authority was
not consulted. For 30% of the AMIF SCO schemes it was consulted informally and did
not complete a formal ex-ante assessment for 27%.

5.2.3. Perception of beneficiaries

The survey of beneficiaries was conducted through July and August 2024 and resulted
in 58 complete answers. The figure below shows the types of respondent.

Figure 31 - Types of AMIF beneficiaries responding to the survey

Public institution/a dministration _ 26%

Research/educational institution - 6%
Entreprise . 3%
CoC/Business support entities I 1%

Natural person 0%

Half of the respondents were trade unions/NGOs/associations. In addition, around a third
were public institutions/administrations.

The factsheet below shows that almost all respondents (88%) were aware of SCOs (no
responses were received regarding the FNLC).. Of those, the great majority used SCOs
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(78%) and received training, workshops, or guidelines from the managing authority
(69%).

Almost all the AMIF beneficiaries who completed the survey and were aware of SCOs
(98%) declared that SCOs benefit management of the project. The reduced
administrative burden is the main benefit (69%), similar to programme authority inputs
presented in previous sections. In addition, 43% of respondents agreed that SCOs
enabled a greater focus on the quality and results of the project.

Figure 32 - Data collected through the survey concerning AMIF beneficiaries
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Most respondents who were aware of the types of SCOs used for their project used flat
rates (47%), with 22% and 7% respectively using lump sums and unit costs.
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5.3. Use of SCOs in BMVI

The table below presents BMVI SCO use in the 2021-2027 programming period. The
first four rows show SCO use at the lower level. The first row presents the coverage of
SCO which are ‘in use’ and ‘programmed’. The subsequent three rows detail the total
already covered by SCOs, the amount covered by operations below EUR 200 000 and
the portion already reimbursed to beneficiaries using SCO.

The final two rows cover SCO use at the upper level, through CPR Article 94(2).
However, no such SCO is programmed under BMVI for the moment.

The percentage is based on the share of programme budgets covered by SCOs
identified through the study. For more detail, refer to the first and second steps of the
process outlined in Chapter 1.4. The amounts in the last column are estimates of the
potential budget covered at EU level including EU and national co-financing. This is
determined by applying the percentage from the first column to the entire BMVI budget
(including national co-financing) at EU level (for more detail, refer to the third step of the
process outlined in Chapter 1.4).

Table 43 =SCO use in BMVI'in 2021-2027

(2) Estimated
programme budget
covered at EU level

(1) % of
programme
budget covered

SCOs planned*
in use + programmed

- of which: SCOs in use

AN - of which: SCOs planned* <200k

in use + programmed

- of which: already reimbursed to
beneficiaries

SCOs planned*
Upper level in use + programmed

e

* The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

SCO use within BMVI accounts for approximately 6.5% of the BMVI budget (around EUR
348 million). Based on data from respondents, a significant portion of the expected
impact at the end of the programming period is linked to existing schemes (over EUR
330 million). Expenditure already reimbursed covered by SCOs (0.3%, or EUR 18
million); the coverage of small operations is much less, some EUR 1 million is attributed
to operations costing less than EUR 200 000 each.

So far, no programmes for HOME Funds (AMIF, BMVI, ISF) have planned to use
reimbursement of the EU contribution according to CPR Article 94(2),.The table below
shows SCO use at Member State level. The first column shows the share of BMVI budget
covered at the lower level, while the second column details the portion of lower level
SCOs covered by small operations, providing an estimate of the impact of CPR Article
53(2). The third column displays the share of total budget covered by schemes approved
under CPR Article 94(2). As previously mentioned, no such SCO is programmed under
BMVI for the moment.
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Table 44 — SCO use in BMVI in 2021-2027 by Member State

Upper level

Member State SCOs planned 2 Wh'Chfz%glf EEITEE SCOs planned

AT 14.0% 0.0% 0.0%
BE No reply No reply No reply
BG No reply No reply No reply
CcY 7.8% 0.0% 0.0%
Cz 2.8% 0.0% 0.0%
DE No reply No reply No reply
DK No reply No reply No reply
EE 0.8% 0.0% 0.0%
EL No reply No reply No reply
ES No reply No reply No reply
FI No reply No reply No reply
FR 4.2% 0.0% 0.0%
HR 0.0% 0.0% 0.0%
HU 33.8% 0.0% 0.0%
IE - - -

IT No reply No reply No reply
LT 0.2% 0.0% 0.0%
LU No reply No reply No reply
LV No reply No reply No reply
MT 12.1% 0.0% 0.0%
NL 52.0% 0.0% 0.0%
PL 0.0% 0.0% 0.0%
PT No reply No reply No reply
RO 0.2% 0.2% 0.0%
SE No reply No reply No reply
Sl 6.0% 0.0% 0.0%
SK 0.0% 0.0% 0.0%

As presented in the table above, by the end of the 2021-2027 period, the Netherlands is
projected to be the only Member State covering over 50% of its BMVI budget with SCOs.
Notable is also Hungary (34%).

5.3.1. Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCOs across
Member States as the share of total programme budget covered by each type of SCO.

Table 45 -Types of lower level SCO in 2021-2027

Lower level

Budget covered (%)

Member State Flat Rate Unit Cost

AT 14.0% 0.0% 0.0%
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Lower level

Budget covered (%)

BE No reply No reply No reply
BG No reply No reply No reply
CY 7.8% 0.0% 0.0%
Ccz 2.8% 0.0% 0.0%
DE No reply No reply No reply
DK No reply No reply No reply
EE 0.8% 0.0% 0.0%
EL No reply No reply No reply
ES No reply No reply No reply
Fl No reply No reply No reply
FR 4.2% 0.0% 0.0%
HR 0.0% 0.0% 0.0%
HU 5.3% 28.5% 0.0%
IE - - -
IT No reply No reply No reply
LT 0.2% 0.0% 0.0%
LU No reply No reply No reply
LV No reply No reply No reply
MT 11.2% 0.9% 0.0%
NL 25.3% 26.7% 0.0%
PL 0.0% 0.0% 0.0%
PT No reply No reply No reply
RO 0.0% 0.2% 0.0%
SE No reply No reply No reply
SI 1.6% 4.4% 0.0%
SK 0.0% 0.0% 0.0%
TOTAL* 3.2% 3.3% 0.0%

*Coverage of the budget at EU level for each type of SCO.

For many Member States, the flat rate covers the most budget, predominantly off-the-
shelf as set out in the regulation. The overall coverage at EU level (last row of the table),
is 3.2%, like unit cost (3.3% at EU level). Lump sums are not used by any Member State.

5.3.2. Specific Objectives covered by SCOs in 2021-2027

The table below shows the distribution of SCOs across Specific Objectives identified
through the BMVI survey. The percentages can total more than 100% because each
SCO can cover multiple Specific Objectives.

Table 46 Coverage of BMVI Specific Objectives by SCOs

Specific Objective % of SCOs

SO 1: European integrated border management 41%
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Specific Objective % of SCOs

SO 2: Common visa policy 34%
SO 5: Technical assistance 3%
All types of operations (i.e., SCOs applicable to the 5506

entire programme)

For BMVI, 55% of the SCOs cover all Specific Objectives of the fund. Operations
supporting effective European integrated border management, which facilitate legitimate
border crossings, prevention and detection of illegal immigration and cross-border crime
(S0O1) are covered by 41% of the schemes. Operations supporting the common visa
policy and prevention of migratory and security risks (SO2) are covered by 34%.
Technical assistance is covered by only 3%.

5.3.3. Beneficiaries covered by SCOs in 2021-2027

The table below illustrates the distribution of SCOs identified through the BMVI survey.
The total is more than 100% because each SCO can cover multiple beneficiaries.

Table 47 Beneficiaries reimbursed through SCOs for BMVI operations

Type of beneficiary % of SCOs

State and federal authorities 79%
Constituent elements of the European 24%
Border and Coast Guard
Education and research organisation 17%
NGOs/Associations 7%
Municipalities/ Local authorities 7%
International organisations 3%
Union agencies 3%
Private and public law companies 3%

Almost 80% of the SCOs reimburse costs to state and federal authorities. In addition, a
smaller portion finance European Border and Coast Guard authorities (24%) and
education and research organisations (17%). All other categories of beneficiaries are
covered by 3% to 7% of schemes.

5.3.4. Types of costs covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among the types of costs identified
through the BMVI survey. The total is more than 100% because each SCO can cover

multiple costs.

Table 48 — Types of costs covered by the SCOs

Type of cost % of SCOs

Direct costs 65%

Indirect costs 43%

All costs of the operation 4%
All direct costs other than staff 4%

65% of SCOs cover direct costs, while 43% cover indirect costs. Few schemes cover all
costs of the operations or direct staff costs only.
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5.4. BMVI stakeholder perceptions of SCO

54.1. Advantages, issues and reasons for not using SCO

This section presents respondents’ qualitative inputs regarding the advantages of SCO
schemes as well as issues encountered when developing them. It also includes the
feedback of respondents who did not use any SCO.

Figure 33 - Advantages of SCO schemes for BMVI programme authorities in
2021-2027
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The greatest advantages of SCO schemes for BMVI programme authorities are the
reduced administrative burden as well as simplified compliance checking (62% of
respondents acknowledged both as highly relevant). This is followed by fewer errors and
financial corrections, simplification to apply for support and implement operations, along
with opportunities to focus on other activities. However, the latter was also assessed as
not relevant by 15% of the respondents. Most respondents found most advantages
medium or highly relevant.

The survey also mapped issues encountered by programme authorities when developing
the SCO schemes, as presented in the figure below.
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Figure 34 - Issues faced in developing the SCO schemes for BMVI programme
authorities in 2021-2027
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The lack of internal resources, the lack of historical data as well as difficulties in finding
alternative data sources are the most relevant issues encountered when developing
SCO schemes. On the other hand, most of the respondents (54%) acknowledged that
negative feedback from the audit authority was not an issue. It is worth noting that the
answers are evenly balanced along the scale.

Among the six programme authorities who declared not using any SCO schemes, the

main reasons were burdensomeness related to SCOs, along with awareness of the
impact of miscalculating the schemes.

5.4.2. Audit authority involvement in SCO definition

The figure below presents the involvement of the audit authority in the definition of SCO
schemes developed under BMVI.
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Figure 35 - Involvement of the audit authority in SCO definition under BMVI in
2021-2027
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For the majority of BMVI SCO schemes the audit authority was consulted informally
(57%), though not at all for 38%. There was a formal ex-ante assessment for only 5%.

5.4.3. Perception of beneficiaries

The survey of beneficiaries was conducted through July and August 2024 and resulted
in six complete answers. Almost all respondents were public institutions/administrations.

The factsheet below presents data collected through the survey, showing that all six
respondents were aware of SCOs (no responses were received regarding the FNLC).
Five of them used SCOs and received training, workshops, or guidelines from the
managing authority explaining SCOs.

Almost all (5 out of 6) of the BMVI beneficiaries who completed the survey and were
aware of SCOs declared that SCOs brought benefits for the management of the project.
Reduced administrative burden is the main benefit which corresponds to programme
authority inputs presented in previous sections. In addition, a third of respondents agreed
that SCOs speed up reimbursement.
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Figure 36 - Data collected through the survey concerning BMVI beneficiaries
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Of the respondents who were aware of the types of SCOs used their project, all of them
declared using flat rates and none encountered any barriers/obstacles that hindered
access to EU funds.
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5.5. Use of SCOs in ISF

The table below covers SCO use within ISF during the 2021-2027 programming period.
The first four rows show SCO use at the lower level. The first row presents the coverage
of SCO which are ‘in use’ and ‘programmed’. The subsequent three rows detail the total
already covered by SCOs, the amount covered by operations below EUR 200 000 and
the portion already reimbursed to beneficiaries using SCO.

The final two rows cover SCO use at the upper level, through CPR Article 94(2).
However, no such SCO is programmed under ISF for the moment.

The percentage is based on the share of programme budgets covered by SCOs
identified through the study. For more detail, refer to the first and second steps of the
process outlined in Chapter 1.4. The amounts in the last column are estimates of the
potential budget covered at EU level including EU and national co-financing. This is
determined by applying the percentage from the first column to the entire ISF budget
(including national co-financing) at EU level (for more detail, refer to the third step of the
process outlined in Chapter 1.4).

Table 49 ISF SCO use in 2021-2027

(2) Estimated
(1) % of programme programme budget
budget covered covered at EU level

SCOs planned*
in use + programmed

- of which: SCOs in use

Lower level - of which: SCOs planned*

- of which: already reimbursed
to beneficiaries

SCOs planned*
Upper level in use + programmed

iS4

* The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

Based on information from Member States, only 11% of the ISF budget will be allocated
to SCOs (around EUR 163 million), which is fully covered by existing SCOs (no new
schemes envisaged). Of this a low share of 0.3% (EUR 5 million) are dedicated to
operations for less than EUR 200 000 and 0.4% (EUR 6 million) has been reimbursed to
beneficiaries so far.

No programmes in any HOME Fund (AMIF, BMVI, ISF) have so far planned to use
reimbursement of the EU contribution according to CPR Article 94(2).

The table below shows SCO use at Member State level. The first column shows the
share of ISF budget covered at the lower level, while the second column details the
portion of lower level SCOs covered by small operations. The third column displays the
budget covered by schemes approved under CPR Article 94(2). As previously
mentioned, no such SCO is programmed under ISF for the moment.

80





Table 50 —=SCO use in ISF in 2021-2027 by Member State

Upper level

Of which SCOs
Member State SCOs planned planned <200k SCOs planned

AT No reply No reply No reply
BE No reply No reply No reply
BG 0.3% 0.3% 0.0%
CY 5.3% 0.0% 0.0%
cz 18.8% 0.0% 0.0%
DE No reply No reply No reply
DK - - -

EE 1.4% 0.0% 0.0%
EL No reply No reply No reply
ES No reply No reply No reply
Fl No reply No reply No reply
FR 4.4% 0.0% 0.0%
HR No reply No reply No reply
HU 54.2% 0.0% 0.0%
IE No reply No reply No reply
IT No reply No reply No reply
LT 0.5% 0.0% 0.0%
LU No reply No reply No reply
LV No reply No reply No reply
MT 11.5% 0.0% 0.0%
NL 53.0% 0.0% 0.0%
PL 0.0% 0.0% 0.0%
PT No reply No reply No reply
RO 3.2% 3.2% 0.0%
SE No reply No reply No reply
Sl 5.6% 0.1% 0.0%
SK 0.0% 0.0% 0.0%

By the end of the 2021-2027 period, two Member States expect over 50% of the ISF
budget to be covered by SCOs: Hungary (54%) and the Netherlands (53%). Most other
Member States expect to cover a small portion of their budget with SCOs.

5.5.1. Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCOs across
Member States, with the share of total programme budget covered by each type.
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Table 51 — ISF Type of SCO at the lower level in 2021-2027

Lower level

Budget covered (%)

AT No reply No reply No reply
BE No reply No reply No reply
BG 0.0% 0.0% 0.3%
CY 5.3% 0.0% 0.0%
Cz 4.1% 14.7% 0.0%
DE No reply No reply No reply
DK - - -
EE 1.4% 0.0% 0.0%
EL No reply No reply No reply
ES No reply No reply No reply
Fl No reply No reply No reply
FR 4.4% 0.0% 0.0%
HR No reply No reply No reply
HU 7.0% 47.2% 0.0%
IE No reply No reply No reply
IT No reply No reply No reply
LT 0.5% 0.0% 0.0%
LU No reply No reply No reply
LV No reply No reply No reply
MT 11.4% 0.1% 0.0%
NL 26.4% 26.5% 0.0%
PL 0.0% 0.0% 0.0%
PT No reply No reply No reply
RO 0.0% 3.2% 0.0%
SE No reply No reply No reply
Sl 4.8% 0.7% 0.0%
SK 0.0% 0.0% 0.0%
TOTAL* 4.4% 6.6% 0.0%

*Coverage of the budget at the EU level for each type of SCO.

For the majority of Member States, the flat rate covers the most budget, predominantly
off-the-shelf as set out in the regulation. However, at EU level (last row of the table), unit
cost SCOs account for the largest portion of the budget, 6.6% (against 4.4% for flat
rates). Lump sums are only used in Bulgaria, where it is the only type of SCO used.

5.5.2. Specific Objectives covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among Specific Objectives identified
through the ISF survey. The total is more than 100% because each SCO can cover
multiple Specific Objectives.
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Table 52 - Coverage of ISF Specific Objectives by the SCO

Specific Objective % of SCOs

SO 1: Exchange of information 42%
SO 2: Cross-border cooperation 27%
SO 3: Prevention and combating crime 27%
SO 5: Technical assistance 0%

All types of operations (i.e., SCOs applicable to

0,
the entire programme) S0

42% of the SCO schemes under ISF cover the exchange of information (SO 1). In
addition, almost one third (27%) cover operations related to cross-border cooperation
(SO 2), as well as preventing and combatting crime (SO 3).

5.5.3. Beneficiaries covered by SCO in 2021-2027

The table below illustrates the distribution of SCOs among the types of beneficiaries
identified through the ISF survey. The total is more than 100% because each SCO can
cover multiple beneficiaries.

Table 53 — Beneficiaries reimbursed through SCOs for ISF operations

Type of beneficiary % of SCOs

State/federal police 64%

Customs and other specialized law enforcement services 45%
NGOs/Associations 30%

International organisations 21%

Research institutes and universities 18%
Municipalities/ Local authorities 9%

Private and public law companies 6%

Networks 6%

Union agencies 0%

Over 60% of SCOs cover operations supporting state and federal police. Many schemes
concern customs and specialised law enforcement (45%), with some covering NGOs
and associations (30%), international organisations (21%), as well as research institutes
and universities (18%). Few cover municipalities or local authorities (9%) or private/
public law companies and networks (6%).

5.5.4. Types of costs covered by SCOs in 2021-2027

The table below shows the distribution of SCOs across types of costs identified through
the ISF survey. The percentages can total more than 100% because each SCO can
cover multiple costs.

Table 54 — Types of costs covered by the SCOs

Type of cost % of SCOs

Direct costs 48%
Indirect costs 33%
All costs of the operation 6%

All direct costs other than staff 3%
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48% of SCO schemes cover direct costs, while 33% cover indirect costs. Similar to BMVI,
few schemes cover all costs of the operations (respectively 6%).

5.6. ISF stakeholder perceptions of SCOs

5.6.1. Advantages, issues and reasons for not using SCOs

This section presents qualitative inputs from respondents regarding the advantages of
SCO schemes as well as issues encountered when developing them. It also includes the
feedback of respondents who did not use any SCO.

Figure 37 - Advantages of SCO schemes for ISF programme authorities in 2021-
2027
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The greatest advantages for programme authorities are the reduced administrative
burden as well as simplified compliance checking (highly relevant for 58% of respondents
in both cases). This is followed by fewer errors and financial corrections as well as the
simplifications for applications and implementing operations. On the other hand,
involvement of the audit authority, opportunities to focus on other activities and reduced
administrative burden were each not considered relevant by 17% of the respondents.

The survey also mapped issues encountered by programme authorities when developing
the SCO schemes, as seen in the figure below.
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Figure 38 - Issues faced in developing the SCO schemes for ISF programme
authorities in 2021-2027
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For ISF programme authorities, the lack of historical data is the most relevant issue
encountered when developing SCO schemes. This is followed by the legal uncertainty
related to SCO, a lack of resources as well as the lack of alternative sources. On the
other hand, half the respondents did not have negative feedback from the audit authority.

Among the five programme authorities who declared not using any SCO schemes, the

main reasons for such were the burdensomeness of SCOs, awareness of the impact of
miscalculating the schemes and a lack of information.

5.6.2. Audit authority involvement in SCO definition

The figure below presents the involvement of the audit authority in the definition of SCO
schemes developed under ISF.

Figure 39 - Audit authority Involvement in SCO definition under ISF in 2021-2027
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The Audit Authortywas consulfed
assessment of the SC0s.

The Audit Authority completed a formal
& ante assessment
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For the majority of the SCO schemes developed under ISF, the audit authority was
consulted informally (57%), but not consulted at all for 39%. The audit authority
completed a formal ex-ante assessment for only 4% of the schemes.

5.6.3. Perception of beneficiaries

The survey of beneficiaries was conducted through July and August 2024 and resulted
in 20 complete answers. Almost all respondents were public institutions/administrations
benefiting from ISF funding.

The factsheet below presents the data collected through the survey. It shows that 15 of
the 20 respondents (75%) were aware of SCOs (no responses were received regarding
the FNLC). Of those, eight (55%) used SCOs and seven (47%) received training,
workshops, or guidelines from the managing authority explaining SCOs.

All the ISF beneficiaries who completed the survey and were aware of SCOs said that
SCOs brought benefits for the management of the project. According to them, reduced
administrative burden is the main benefit (40%), which corresponds to the programme
authority inputs presented in the previous sections. In addition, 35% of respondents
agreed that SCOs enabled more focus on the quality and results of the project.

Figure 40 - Data collected through the survey concerning ISF beneficiaries
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Of the respondents aware of the types of SCOs used in their project, most have used or
are using flat rates (35%). 20% are using unit costs and none are using lump sums.
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6. DG MARE Funds — EMFF/EMFAF

6.1. Key findings

The table below shows the uptake of simplification measures across two programming
periods. The first column shows uptake at both lower and upper levels in 2014-2020.
The second column combines the expected impacts of SCOs and FNLC, presenting their
expected coverage by the end of the current programming period. For both programming
periods and both levels, the percentage refers to the total EMFF/EMFAF budget. The
uptake of total EMFF/EMFAF + budget excludes the portion covered by financial
instruments (where SCOs and FNLC are not applicable).

Table 55 — Use of simplification measures in EMFF/EMFAF

2014-2020 2021-2027

Coverage at 7.7% 12.8%
lower level
upper level

6.2. Use of SCOs in 2014-2020

The percentage in the table below is based on the share of programme budgets covered
by SCOs identified through the study. For more detail, refer to the first and second steps
of the process outlined in Chapter 1.4. The amounts in the last column are estimates of
the potential budget covered at EU level (including EU and national co-financing). This
applies the percentage from the first column to the entire EMFF budget (including co-
financing) at EU level (for more detail, refer to the third step of the process outlined in
Chapter 1.4).

Table 56 — Overview of EMFF SCO use in 2014-2020

(2) Estimated OP budget
covered at EU level
(EUR mio)

SCO use accounts for 7.7% of the total EMFF budget (over EUR 500 million).

(1) % of OP budget

covered

The table below shows SCO use at Member State level through the percentage of EMFF
budget covered by SCOs.
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Table 57 — EMFF SCO use in 2014-2020 by Member State

Member State SCOs

AT No reply
BE No reply
BG 2.9%
CcY 27.0%
Cz 0.0%
DE 11.6%
DK No reply
EE No reply
EL 0.0%
ES No reply
Fl 30.8%
FR No reply
HR No reply
HU No reply
IE No reply
IT No reply
LT No reply
LU -

LV No reply
MT 0.0%
NL No reply
PL 9.3%
PT No reply
RO 0.0%
SE No reply
Sl No reply
SK 0.0%
UK No reply

As presented in the table above, at the end of the 2014-2020 period, only two Member
States covered more than 20% of their EAFRD budget using SCOs: Cyprus and Finland.

6.2.1. Types of SCO used in 2014-2020

The table below illustrates the use of flat rate, unit cost and lump sum SCO across
Member States as the share of total programme budget covered by each type of SCO.

Table 58 -Type of EMFF SCO at the lower level in 2014-2020

Lower level

Budget covered (%)

AT No reply No reply No reply
BE No reply No reply No reply
BG 0.0% 2.9% 0.0%

CY 15.0% 1.5% 10.5%
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Lower level

Budget covered (%)
Member State Flat Rate Unit Cost

Cz 0.0% 0.0% 0.0%
DE 10.6% 1.0% 0.0%
DK No reply No reply No reply
EE No reply No reply No reply
EL 0.0% 0.0% 0.0%
ES No reply No reply No reply
Fl 0.1% 27.2% 3.4%
FR No reply No reply No reply
HR No reply No reply No reply
HU No reply No reply No reply
IE No reply No reply No reply
IT No reply No reply No reply
LT No reply No reply No reply
LU - - -
LV No reply No reply No reply
MT 0.0% 0.0% 0.0%
NL No reply No reply No reply
PL 9.3% 0.0% 0.0%
PT No reply No reply No reply
RO 0.0% 0.0% 0.0%
SE No reply No reply No reply
SI No reply No reply No reply
SK 0.0% 0.0% 0.0%
UK No reply No reply No reply
TOTAL* 2.2% 5.0% 0.5%

*Coverage of the budget at EU level for each type of SCO.

For the majority of Member States, the flat rate covers the most budget, predominantly
off-the-shelf as set out in the regulation. However, at EU level (last row of the table), unit
cost SCOs cover the largest portion, 5% (against 2.2% for flat rates). Lump sums are
only used in two Member States and have marginal budget coverage (0.5% at EU level).

6.2.2. Union priorities covered by SCOs in 2014-2020

The table below shows the distribution of SCOs among the EMFF EU priorities identified
through the EMFF survey. The percentages total more than 100% because each SCO
can cover multiple Union priorities.

Table 59 — Coverage of EMFF Union priorities by SCOs

Union priority % of SCO
Union priority 1: Promoting environmentally sustainable 67%

Union priority 2: Fostering environmentally sustainable 13%

Union priority 3: Fostering implementation of the Common

0,
Fisheries Policy 53%
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% of SCO

Union priority 4: Increasing employment and territorial 20%
cohesion

Union priority 5: Fostering marketing and processing 33%

Union priority 6: Fostering implementation of the Integrated

0,
Maritime Policy s

The majority of SCO schemes (67%) were used in EMFF operations promoting
environmentally sustainable, resource—efficient, innovative, competitive and knowledge—
based fisheries. Furthermore, 53% of schemes were used for operations intended to
foster implementation of the Common Fisheries Policy. The least covered Union priority
was fostering the implementation of the Integrated Maritime Policy (7%).

6.2.3. Beneficiaries covered by SCO in 2014-2020

The table below illustrates the distribution of SCOs among the types of beneficiaries
identified through the EMFF survey. The total is more than 100% because each SCO
can cover multiple beneficiaries.

Table 60 — Beneficiaries reimbursed through SCOs for EMFF operations

Type of beneficiary % of SCOs

Legal person 73%
Public authority 67%
Natural person 40%

Universities 27%

Organisation of fishers 13%

Most of the SCOs (73%) were used for EMFF operations implemented by legal persons.
Other types of beneficiaries reimbursed through SCOs are: public authorities (67%), as
well as natural persons (40%). Only 13% reimbursed organisations of fishers.

6.2.4. Types of costs covered by SCOs in 2014-2020

The table below shows the distribution of SCOs among the types of costs identified
through the EMFF survey. The total is more than 100% because each SCO can cover
multiple costs.

Table 61 — Types of costs covered by the SCOs

Type of cost % of SCOs

All costs of the operation 60%
Direct costs 33%

Indirect costs 20%

All direct costs other than staff 0%

The majority of SCO schemes (60%) covered all the costs of the operations, 33%
covered direct costs and 20% covered indirect costs.
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6.3. Use of SCOs in 2021-2027

The table below covers SCO use within EMFAF during the 2021-2027 programming
period. The first four rows show SCO use at the lower level. The first row presents the
coverage of SCO which are ‘in use’ and ‘programmed’. The subsequent three rows detalil
the total already covered by SCOs, the amount covered by operations below EUR
200 000 and the portion already reimbursed to beneficiaries using SCO.

The final two rows cover SCO use at the upper level, through CPR Article 94(2).
However, no such SCO is programmed under EMFAF for the moment.

The percentage is based on the share covered by SCOs of the budgets of programmes
that participated in the survey. For more detail, refer to the first and second steps of the
process outlined in Chapter 1.4. The amounts in the last column are estimates of the
potential budget covered at EU level (including both EU and national co-financing). This
applies the percentage from the first column to the entire EMFAF budget (including
national co-financing) at EU level (for more detail, refer to the third step of the process
outlined in Chapter 1.4).

Table 62 =SCO use in EMFAF in 2021-2027

(2) Estimated
(1) % of programme programme budget
budget covered covered at EU level

SCOs planned*
in use + programmed
- of which: SCOs in
Lower level use
- of which: already
reimbursed to
beneficiaries
SCOs planned*
Upper level in use + programmed

e

* The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

The use of SCOs within EMFAF accounts for approximately 12.8% of the EMFAF budget
(over EUR 1 billion). Based on responses, a significant portion of the expected impact at
the end of the programming period is linked to existing schemes (over EUR 0.6 billion of
the total EUR 1 billion). The expenditure already reimbursed by SCOs (1.3%, or EUR
0.1 billion) seems to confirm some delay in implementation of the 2021-2027 funds. This
suggests the cost reduction and administrative burden benefits will only be felt as
financial absorption of the programmes progresses. For the coverage of small
operations, approximately EUR 14.1 billion of the EUR 59 billion covered by SCOs are
for operations costing less than EUR 200 000 each. From the beginning, programmes
have not planned to use reimbursement of the Union contribution under CPR Article
94(2).

The table below shows the use of SCOs at Member State level. The first column shows
the share of EMFAF budget covered at the lower level, while the second column details
the portion of lower level SCOs covered by small operations, providing an estimate of
the impact of CPR Article 53(2). The third column displays the percentage of the total
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budget covered by schemes approved under CPR Article 94(2) — not applicable in this
case.

It is important to note that for some Member States (identified in blue in the table), the
coverage for 2021-2027 indicated in the column ‘SCOs planned’ is derived from 2014-
2020 data. For more details see chapters 1.3 and 1.4.

Table 63 — EMFAF SCO use in 2021-2027 by Member State

Upper level
Article 94(2)

Member state SCOs planned SCOs planned

AT 5.6% 0.0%
BE No reply No reply
BG No reply No reply
CYy No reply No reply
Cz 13.9% 0.0%
DE 11.6% 0.0%
DK No reply No reply
EE No reply No reply
EL 0.1% 0.0%
ES 18.5% 0.0%
FI 39.2% 0.0%
FR No reply No reply
HR No reply No reply
HU No reply No reply
IE No reply No reply
IT No reply No reply
LT No reply No reply
LU - -

LV No reply No reply
MT 25.0% 0.0%
NL No reply No reply
PL 9.3% 0.0%
PT No reply No reply
RO 0.0% 0.0%
SE No reply No reply
Sl 2.8% 0.0%
SK 0.0% 0.0%

All Member States are expected to cover less than 50% of the programme budget using
SCOs - the highest being Finland (39%), Malta (25%), Spain (19%) and Czechia (14%).

6.3.1. Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCOs across
Member States as the share of total programme budget expected to be covered.
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Table 64 — EMFAF type of SCO at lower level in 2021-2027

Budget covered (%)

AT 0.7% 4.9% 0.0%
BE No reply No reply No reply
BG No reply No reply No reply
CY No reply No reply No reply
Ccz 0.6% 13.3% 0.0%
DE 10.6% 1.0% 0.0%
DK No reply No reply No reply
EE No reply No reply No reply
EL 0.0% 0.0% 0.1%
ES 0.8% 17.7% 0.0%
FI 28.5% 0.0% 10.7%
FR No reply No reply No reply
HR No reply No reply No reply
HU No reply No reply No reply
IE No reply No reply No reply
IT No reply No reply No reply
LT No reply No reply No reply
LU - - -
LV No reply No reply No reply
MT 8.3% 16.7% 0.0%
NL No reply No reply No reply
PL 9.3% 0.0% 0.0%
PT No reply No reply No reply
RO 0.0% 0.0% 0.0%
SE No reply No reply No reply
Si 0.0% 0.0% 2.8%
SK 0.0% 0.0% 0.0%
TOTAL* 4.3% 8.1% 0.5%

*Coverage of the budget at EU level for each type of SCO.

For most Member States, the majority of coverage is based on unit costs. Similarly, at
the EU level (last row of the table), unit cost SCOs cover 8.1%. This is followed by the
flat rate, predominantly the off-the-shelf flat rate as set out in the regulation. Lump sums
are only used by three Member States and have low budget coverage (0.5% at EU level).

6.3.2. Specific Objectives covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among the Specific Objectives identified
through the EMFAF survey. The total is more than 100% because each SCO can cover
multiple Specific Objectives.
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Table 65 — Coverage of EMFAF Specific Objectives by the SCOs

Specific Objective % of SCOs

SO 1.1: Strengthening economically, socially and

environmentally sustainable fishing activities S

SO 1.2: Engine replacement and modernisation 19%
SO 1.3: Permanent and temporary cessation 22%

SO 1.4: Control and data collection 54%

SO 1.5: Outermost regions 5%

SO 1.6: Protection and restoration of biodiversity 11%
SO 2.1: Sustainable aquaculture production 49%

SO 2.2: Marketing and processing 41%

SO 3.1: Enabling a sustainable blue economy 30%

SO 4.1: Strengthening international ocean governance 19%

More than half the SCOs (54%) are used by EMFAF operations to foster efficient fishery
control and enforcement, including fighting illegal, unreported and unregulated fishing,
as well as reliable data for knowledge-based decision making (SO 1.4). Furthermore,
49% and 41% of the SCOs are used for promoting sustainable aquaculture activities,
especially strengthening aquaculture production competitiveness, while ensuring
activities are environmentally sustainable in the long term (SO 2.1) and promoting
marketing, quality and added value of fishery and aquaculture products, as well as
processing those products (SO 2.2). Only 5% of the SCOs are used for promoting a level
playing field for fishery and aquaculture products from the outermost regions (SO 1.5).

6.3.3. Beneficiaries covered by SCO in 2021-2027

The table below illustrates the distribution of SCOs among the types of beneficiaries
identified through the EMFAF survey. The total is more than 100% because each SCO
can cover multiple beneficiaries.

Table 66 — Beneficiaries reimbursed through SCOs for EMFAF operations

Type of beneficiary % of SCOs

Micro-enterprises 41%
NGO/Association 41%

SMEs 38%

Large enterprises 35%

Research centre / university / scientists 30%
Research centres 30%

Producer organisation 24%
Association of producer organisations 24%
Inter-branch organisation 22%

SCOs cover all types of EMFAF beneficiaries to some extent. The main types are micro-
enterprises (41%), followed by SMEs (38%), NGOs/Associations and large enterprises
(35%). Inter branch, producer and producer association organisations are covered by
22-24%.
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6.3.4. Types of costs covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among types of costs identified through
the EMFAF survey. The total is more than 100% because each SCO can cover multiple
costs.

Table 67 — Types of costs covered by the SCOs

Type of costs % of SCOs

All direct costs 57%
Indirect costs 30%

All costs of the operation 14%
All direct costs other than staff 5%

Direct costs are covered by 57% of the SCOs, followed by indirect costs (30%). A portion
of SCOs (14%) cover all costs of the operation. Only 5% cover all costs other than direct
staff costs.

6.1. EMFF/EMFAF stakeholder perceptions of SCO

6.1.1. Advantages and issues related to SCO
This section presents the respondents’ qualitative inputs regarding the advantages of

SCOs as well as issues encountered when developing them. It also includes feedback
from respondents who did not use any SCO.
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Figure 41 — Advantages of SCO schemes for EMFF/EMFAF programme
authorities
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In both programming periods, reduced administrative burden, simplified compliance
checking as well as simplification for beneficiaries to apply for funding are viewed as the
greatest advantages of SCOs. Unlike the other funds, programme authorities viewed
SCOs as more effective in 2014-2020 than in 2021-2027. All EMFF/EMFAF programme
authorities consider that SCO simplify compliance and reduce administrative burden.

The survey also mapped issues encountered by programme authorities when developing
the SCO, as seen in the figure below.
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Figure 42 - Issues faced in developing SCOs for EMFF/EMFAF programme
authorities
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In 2014-2020, the most relevant issue for EMFF programme authorities was the lack of
alternative sources, while in 2021-2027 it is a lack of knowledge. All issues in the figure
above are perceived as less problematic by programme authorities in the current
programming period than in the previous one, proving that experience in 2014-2020
helped with SCOs in the current programming period. The involvement of the audit
authority is not considered an issue for almost half the respondents in both cases.

Five programme authorities declared not using any SCO schemes under EMFF in 2014-
2020, while only two did not so in 2021-2027. The main reason is that SCOs are not

suitable for their programme. This is followed by burdensomeness as well as awareness
of the impact of miscalculating schemes.

6.1.2. Audit authority involvement in SCO definition

The figure below presents the involvement of the audit authority in the definition of SCO
schemes developed under EMFF/EMFAF.
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Figure 43 — Audit authority involvement in SCO definition under EMFF/EMFAF
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For almost all of the SCO schemes developed under EMFF in 2014-2020, the audit
authority was either not consulted or consulted only informally (96%). There was a formal
ex-ante assessment for only 5% of the schemes. Data from 2021-2027 shows a clear
change in the involvement of the audit authority, which was consulted informally for more
than half the SCO schemes developed under EMFAF (64%) and completed a formal ex-
ante assessment for 5%. Nevertheless, it is worth noting the lack of consultation for 21%
of the schemes.

6.1.3. Perception of beneficiaries

The survey of beneficiaries was conducted through July and August 2024 and resulted
in 115 complete answers. The figure below shows the types of beneficiaries responding
to the survey.

Figure 44 — Types of EMFF/EMFAF beneficiaries responding to the survey
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Around a third of respondents were enterprises benefitting from EMFF/EMFAF funding.
‘Other’ includes cooperatives and foundations.
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The factsheet below presents survey data across both programming periods. Only 19%
of respondents declared being aware of SCOs (ho responses were received regarding
the FNLC). Of those, only 10% used SCOs, while more than half (55%) received training,
workshops, or guidelines from the managing authority explaining SCOs. Comparing the
results from each programming period, respondents aware of SCOs increased from 11%
to 28% between 2014-2020 and 2021-2027. However, respondents using SCOs
decreased slightly (from 67% to 64%).

The great majority of EMFF/EMFAF beneficiaries who completed the survey and were
aware of SCOs (76%) declared they brought benefits for the management of the project.
For them, less administrative burden is the main benefit (10%), which corresponds to
programme authority inputs presented in the previous sections. In addition, 6% of
respondents agreed that SCOs reduced the error rate. When comparing each
programming period, reduced administrative burden remains the greatest advantage.
However, lowering the error rate was the second most important benefit in 2014-2020,
but in 2021-2027 it is the acceleration of reimbursement.

Figure 45 — Survey data concerning EMFF/EMFAF beneficiaries
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Of the respondents aware of the types of SCOs used in their project, 5% had used or
are using flat rates, while 3% were using unit costs and none were using lump sums.
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7. DG REGIO Funds - ERDF/CF/JTF

7.1. Use of simplification measures in ERDF

7.1.1. Key findings

The table below summarises the uptake of simplification measures covered by this study
across two programming periods. The first column shows the uptake at both lower and
upper level for 2014-2020. The second column combines the expected impacts of SCO,
presenting the coverage of the simplification measures which are “in use” and
“programmed.

For both programming periods and for both levels, the table displays uptake as a
percentage of the total ERDF budget. It also shows uptake from the total ERDF budget,
excluding the portion covered by financial instruments (where SCOs and FNLC are not
applicable).

Table 68 — Simplification measures use in ERDF

2014-2020 2021-2027

Total budget 7.6% 12.5%
Coverage at

lower level Excluding financial

: 8.9% 13.3%
instruments
_ 0
Coverage at Total budget 3.8%
upper level Excluding financial ; 4.1%

instruments

7.1.2. Use of SCOs in 2014-2020
The table below covers SCO use under ERDF in 2014-2020.

The first two rows show SCO use at the lower level. The first row shows the budget
covered by SCOs by the end of the programming period. The next row details the amount
covered by operations below EUR 100 000.

The percentage is based on programme budgets covered by SCOs identified through
the study. For more detail, refer to the first and second steps of the process outlined in
Chapter 1.4. The amounts in the last column are estimates of the potential budget
covered at EU level (including both EU and national co-financing). This applies the
percentage from the first column to the entire ERDF budget (including national co-
financing) at EU level (for more detail, refer to the third step of the process outlined in
Chapter 1.4).
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Table 69 — SCO use in ERDF in 2014-2020
(1) % of OP (2) Estimated OP budget covered
budget covered at EU level (EUR bn
All SCOs 7.6% 24.909
Of which SCOs
<100k 0.7% 2.418

SCOs under ERDF account for approximately 8% of the total ERDF budget (around EUR
25 billion). Based on data provided by respondents, some 2.4 billion are for operations
costing less than EUR 100 000 (which was mandatory under Article 67(2)(a) of
Regulation (EU) 1303/2013).

The table below shows SCO use at Member State level. The first column shows the
percentage of total ERDF budget covered at the lower level, while the second column
details the portion covered by small operations, showing the impact of Article 67(2)(a) of
Regulation (EU) 1303/2013.

Table 70 =SCO use in ERDF in 2014-2020 by Member State

Member State SCOs Of which SCOs <100k
AT 6.6% 0.1%
BE 15.7% 0.0%
BG 1.6% 1.1%
CY 7.4% 0.0%
CZ 14.8% 0.0%
DE 17.1% 0.4%
DK 33.8% 0.7%
EE 1.7% 1.7%
EL 1.6% 0.0%
ES 5.1% 0.3%
Fl 9.0% 0.9%
FR 6.1% 1.8%
HR 34.8% 0.0%
HU 4.8% 0.9%
IE No reply No reply
IT 7.0% 0.3%
LT No reply No reply
LU No reply No reply
LV 8.9% 2.6%
MT 1.5% 0.2%
NL 16.7% 0.0%
PL 6.9% 1.4%
PT 1.4% 0.1%
RO 1.5% 0.0%
SE 19.2% 0.6%
SI 33.5% 3.2%
SK 0.0% 0.0%

UK No reply No reply
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TC

9.8%

0.9%

At the end of the 2014-2020 period, three Member States covered more than 30% of
their ERDF budget using SCOs: Denmark, Croatia and Slovenia. Malta, Portugal,
Romania and Slovakia use 1.5% or less of the total budget for SCOs.

7.1.2.1. Types of SCO used in 2014-2020

The table below illustrates the use of flat rate, unit cost and lump sum SCOs across
Member States as the share of total programme budget covered by each type of SCO.

Table 71 — ERDF Types of SCO in 2014-2020

AT
BE
BG
cY
cz
DE
DK
EE
EL
ES
FI
FR
HR
HU
IE
T
LT
LU
LV
MT
NL
PL
PT
RO
SE
sl
SK
UK
TC
TOTAL*

Budget covered (%)
Member State Flat Rate Unit Cost

2.7%
1.8%
0.1%
1.1%
14.8%
3.2%
21.8%
0.0%
1.0%
3.3%
8.5%
4.8%
2.9%
4.8%
No reply
1.0%
No reply
No reply
0.3%
1.0%
15.1%
3.9%
1.4%
1.5%
18.6%
4.8%
0.0%
No reply
6.6%
3.8%

3.9%
13.9%
0.4%
6.3%
0.0%
13.9%
12.0%
1.4%
0.6%
1.8%
0.0%
1.2%
31.8%
0.1%
No reply
5.8%
No reply
No reply
2.8%
0.2%
1.6%
1.8%
0.0%
0.0%
0.0%
25.8%
0.0%
No reply
2.8%
3.4%

*Coverage of the budget at EU level for each type of SCO.

0.0%
0.0%
1.1%
0.0%
0.0%
0.0%
0.0%
0.2%
0.0%
0.1%
0.5%
0.0%
0.0%
0.0%

No reply

0.3%

No reply
No reply

5.8%
0.2%
0.0%
1.2%
0.0%
0.0%
0.6%
2.9%
0.0%

No reply

0.4%
0.5%
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For the majority of Member states, the flat rate covers the most budget, predominantly
the off-the-shelf flat rate set out in the regulation. Similarly, at EU level (last row of the
table), the flat rate covers the largest portion of the budget, 3.8%, followed by unit costs,
with 3.4%. Lump sums are only used in ten Member States and Territorial Cooperation
programmes and have low budget coverage (0.5% at EU level).

7.1.2.2. Thematic objectives covered by SCOs in 2014-2020

The table below shows the distribution of SCOs across Thematic Objectives identified
through the ERDF survey. The percentages total more than 100% because each SCO
can cover multiple Thematic Objectives.

Table 72 — Coverage of ERDF Thematic Objectives by SCO

Thematic objective % of SCOs

TO 1: Strengthening research, technological development and innovation 74%
TO 2: Enhancing access to and use and quality of information and

. . 15%
communication technologies
TO 3: E_nhancing the competitiveness of small and medium-sized 42%
enterprises
TO 4: Supporting the shift towards a low-carbon economy; 30%
TO 5: Promoting climate change adaptation, risk prevention and 9%
management
TO 6: Preserving and protecting the environment and promoting resource 33%
efficiency
TO7: Pr_omoting sustainable transport and removing bottlenecks in key 14%
network infrastructures
TO 8: Prom_qting sustainable and quality employment and supporting 10%
labour mobility
TO 9: Promoting social inclusion, combating poverty and any 10%

discrimination
TO 10: Investing in education and training for skills and lifelong learning 8%

TO 11: Enhancing the capability of public authorities and efficient public

0,
administration 18%

The great majority of SCOs (74%) are used for ERDF operations strengthening research,
technological development and innovation (TO 1). Respectively 42% and 33% of the
SCOs are used for enhancing the competitiveness of SMEs through TO 3 as well as
preserving and protecting the environment and promoting resource efficiency through
TO 6. The least covered is TO 10 related to investing in education, training and lifelong
learning (8%).

7.1.2.3. Beneficiaries covered by SCOs in 2014-2020

The table below illustrates the distribution of SCOs among the types of beneficiaries
identified through the ERDF survey. The total is more than 100% because each SCO
can cover multiple beneficiaries.

Table 73 — Beneficiaries reimbursed through SCOs for ERDF operations

Type of beneficiary % of SCOs

SMEs 60%
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Type of beneficiary % of SCOs

Universities 50%
Associations/ NGOs 46%
Municipalities 41%
Regional authorities 40%
Micro-enterprises 37%
National authorities 37%
Chambers of commerce 29%
Large enterprises 26%
Health institutions 19%
Households 2%

The great majority of SCOs (60%) are used for SMEs. Other major types of beneficiaries
reimbursed through SCOs are universities (50%), associations and NGOs (46%), as well
as municipalities (41%).

7.1.2.4. Types of costs covered by SCOs in 2014-2020

The table below shows the distribution of SCOs among types of costs identified through
the ERDF survey. The total is more than 100% because each SCO can cover multiple
costs.

Table 74 — Types of costs covered by the SCOs

Type of cost % of SCOs

Indirect costs 46%
Direct costs 23%

All costs of the operation 17%
Direct staff costs 9%

All other than staff costs 6%

Most of the SCOs covered indirect costs (46%). In addition, 23% covered all direct costs
of the operation and 17% covered all costs of the operation.

7.1.3. Use of SCOs in 2021-2027
The table below covers SCO use within ERDF in 2021-2027.

The first four rows show SCO use at the lower level. The first row presents the coverage
of SCO which are ‘in use’ and ‘programmed’. The subsequent three rows detail the total
already covered by SCOs, the amount covered by operations below EUR 200 000 and
the portion already reimbursed to beneficiaries using SCO.

The final two rows show SCO use at the upper level, through CPR Article 94(2). The
penultimate row displays the coverage of SCO including schemes already submitted to
the Commission under CPR Article 94(2) and those programmed. The last row details
the amount covered by schemes that have already been submitted to the Commission
under CPR Article 94(2).
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The percentage is the share covered by SCOs of the budgets of programmes that
participated in the survey. For more detail, refer to the first and second steps of the
process outlined in Chapter 1.4. The amounts in the last column are estimates of the
potential budget covered at EU level (including EU and national co-financing). This
applies the percentage from the first column to the entire ERDF budget (including co-
financing) at EU level (for more detail, refer to the third step of the process outlined in
Chapter 1.4).

Table 75 — SCO use in ERDF in 2021-2027

(1) % of (2) Estimated programme
programme budget | budget covered at EU level
covered EUR bn

SCOs planned*

0,
in use + programmed et A
- of which: SCOs in use 8.9% 28.925
Lower level - of which: SCOs planned*
<200k 3.2% 10.388
in use + programmed
- of which already @
reimbursed to beneficiaries L2 SR
*
Upper level SIEOB PEmIE 3.2% 10.400

in use + programmed

Article 94(2)

* The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

SCO use under ERDF accounts for approximately 13% of the ERDF budget (approx..
EUR 41 billion). Based on data from respondents, a significant portion at the end of the
programming period is linked to schemes already in use (over EUR 289 billion).
Expenditure already reimbursed by SCOs (0.2%, or EUR 700 million) seems to confirm
some delay in the implementation of 2021-2027 funds. The benefits of SCOs from
reduced costs and administrative burden will be felt as financial absorption of the
programmes progresses. For small operations, approximately EUR 10.4 billion are
attributed to operations costing less than EUR 200 000 each.

The table below shows SCO use per Member State. The first column shows the share
of ERDF budget covered at the lower level, while the second column details the portion
of lower level SCOs covered by small operations, providing an estimate of the impact of
CPR Article 53(2). The third column displays the percentage of the total budget covered
by schemes approved under CPR Article 94(2), while the fourth column details the
portion of upper level SCOs covered by small operations.

It is important to note that for some Member States (identified in blue in the table), the
coverage for 2021-2027 indicated in the column ‘SCOs planned’ is derived from 2014-
2020. For more details see chapters 1.3 and 1.4.

Table 76 — SCO use in ERDF in 2021-2027 by Member State

Upper level

Of which SCOs Of which SCOs
Member State SCOs planned Slanned <200k SCOs planned slanned <200k

AT No reply No reply No reply No reply
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TC

15.7%
12.4%
25.4%
18.8%
17.1%
33.8%
No reply
4.4%
5.1%
38.9%
19.7%
34.8%
6.8%
No reply
10.1%
26.1%
No reply
8.9%
10.7%
19.8%
6.9%
12.2%
3.7%
54.9%
33.5%
11.4%
23.9%

0.0%
0.2%
0.0%
4.5%
1.9%
0.1%

No reply

1.1%
2.3%
20.0%
0.9%
0.0%
0.2%

No reply

1.5%
0.0%

No reply

0.0%
0.2%
0.0%
9.8%
0.4%
0.5%
3.0%
0.9%
0.0%
1.6%

9.7%
0.0%
1.1%
11.4%
0.7%
0.0%
No reply
0.0%
1.0%
0.0%
11.1%
0.0%
0.0%
No reply
1.1%
26.1%
No reply
0.8%
4.0%
19.4%
2.3%
7.6%
0.02%
0.0%
0.0%
0.0%
3.9%

0.0%
0.0%
0.0%
0.1%
0.0%
0.0%

No reply

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

No reply

0.8%
0.0%

No reply

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

By the end of the 2021-2027 period, six Member States are expected to cover more than
30% of their ERDF budget using SCOs: Belgium, Denmark, Finland, Croatia, Sweden
and Slovenia. Sweden is the only Member State expected to cover more than 50%.
However, six Member States may cover less than 10%: Greece, Spain, Hungary, Latvia,
Poland and Romania.

7.1.3.1.

Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCOs with the
share of total programme budget expected to be covered by each type of SCO.

Table 77 — ERDF Type of SCO at the lower level in 2021-2027

Lower level

Member State Flat Rate Unit Cost

AT
BE
BG

No reply
4.4%
9.7%

Budget covered (%)

No reply
10.4%
0.3%

Lump Sum
No reply
0.0%
2.4%
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CY 3.9% 21.5% 0.0%

CZ 5.4% 10.2% 3.1%
DE 3.2% 13.9% 0.0%
DK 21.8% 12.0% 0.0%
EE No reply No reply No reply
EL 4.4% 0.0% 0.0%
ES 3.3% 1.8% 0.1%
FI 26.3% 1.0% 11.5%
FR 8.2% 11.4% 0.1%
HR 2.9% 31.8% 0.0%
HU 4.8% 2.0% 0.0%
IE No reply No reply No reply
IT 1.4% 8.3% 0.3%
LT 0.3% 25.7% 0.0%
LU No reply No reply No reply
LV 0.3% 2.8% 5.8%
MT 6.6% 3.8% 0.2%
NL 0.6% 19.3% 0.0%
PL 3.9% 1.7% 1.2%
PT 4.4% 7.8% 0.0%
RO 3.7% 0.0% 0.0%
SE 26.1% 25.9% 3.0%
S| 4.8% 25.8% 2.9%
SK 1.2% 10.3% 0.0%
TC 13.7% 8.9% 1.3%
TOTAL* 4.5% 7.1% 0.8%

*Coverage of the budget at EU level for each type of SCO.

For the majority of Member States, unit costs cover the most budget. Similarly, at EU
level (last row of the table), unit costs cover the largest portion of the budget, 7.3%. This
is followed by the flat rate, predominantly off-the-shelf as set out in the regulation
(covering 4.5% of the budget at EU level). Lump sums are only used in twelve Member
State and Territorial Cooperation programmes and with limited budget coverage (0.8%
at EU level).

The significance of unit costs is underscored in the table below, which details the types
of SCO approved or programmed to be approved under CPR Article 94(2).

Table 78 — ERDF Type of SCO at the upper level in 2021-2027

Upper level
Budget covered (%)

AT No reply No reply No reply
BE 1.2% 8.5% 0.0%
BG 0.0% 0.0% 0.0%
CY 1.1% 0.0% 0.0%

Ccz 0.0% 9.5% 1.9%
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TC
TOTAL*

* Coverage of the budget at the EU level for each type of SCO.

0.0%
0.0%
No reply
0.0%
0.0%
0.0%
0.009%
0.0%
0.0%
No reply
0.0%
0.3%
No reply
0.0%
0.0%
0.1%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

0.7%
0.0%
No reply
0.0%
1.0%
0.0%
11.1%
0.0%
0.0%
No reply
0.8%
25.7%
No reply
0.8%
3.8%
19.3%
2.3%
7.6%
0.02%
0.0%
0.0%
0.0%
3.8%
3.0%

0.0%
0.0%

No reply

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

No reply

0.3%
0.0%

No reply

0.0%
0.2%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.1%
0.1%

The 2021-2027 CPR Regulation allows different approaches at lower and upper levels
for SCOs. For instance, SCOs approved under Article 94 of the CPR can be used at the

upper level, with a different type of SCO or even actual costs used at the lower level.

Survey data highlights that all schemes adopted under Article 94 have also been
implemented at the lower level. The table below focuses on the lower level and
highlights, for each Member State, the ‘weight’ of schemes approved under Article 94 in
the financial flow to beneficiaries. The table shows the budget share covered by SCOs,
at the lower level (Article 53) and those used for payment requests to the Commission
(Article 94). In the table below, for Belgium, 33.0% of the ERDF budget was covered by
lower level SCOs, of which 5.1% were established through Article 53 and the remaining
27.9% through Article 94.

Table 79 — ERDF use of SCO at lower level under Article 53 vs Article 94 CPR

Member State
AT

BE
BG
CcY
Ccz

Total SCO planned
Article 53 + 94 CPR

No reply
15.7%
12.4%
25.4%
18.8%

Lower level

Of which Article 53 | Of which Article 94
CPR CPR

No reply

12.4%
24.3%

5.1%

7.4%

No reply
9.7%
0.0%
1.1%
11.4%
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17.1%
33.8%
No reply
4.4%
5.1%
38.9%
19.7%
34.8%
6.8%
No reply
10.1%
26.1%
No reply
8.9%
10.7%
19.8%
6.9%
12.2%
3.7%
54.9%
33.5%
11.4%
23.9%

16.2%
33.8%
No reply
4.4%
4.0%
38.9%
8.6%
34.8%
6.8%
No reply
9.0%
0.0%
No reply
7.4%
6.7%
0.4%
4.4%
4.6%
3.7%
54.9%
33.5%
11.4%
20.0%

0.9%
0.0%
No reply
0.0%
1.1%
0.0%
11.2%
0.0%
0.0%
No reply
1.1%
26.1%
No reply
1.5%
4.0%
19.4%
2.4%
7.6%
0.0%
0.0%
0.0%
0.0%
3.9%

7.1.3.2. Specific Objectives covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among the Specific Objectives identified
through the ERDF survey. The percentages total more than 100% because each SCO
can cover multiple Specific Objectives.

Table 80 — Coverage of ERDF Specific Objectives by the SCOs

SO 1.1: Enhancing research and innovation 52%
SO 1.2: Reaping the benefits of digitisation 23%
SO 1.3: Growth and competitiveness of SMEs 30%
SO 1.4: Skills for smart specialisation and transition 17%
SO 1.5: Digital connectivity 4%

SO 2.1: Energy efficiency 25%

SO 2.2: Renewable energy 21%

SO 2.3: Smart energy systems 14%

SO 2.4: Climate change adaptation 31%

SO 2.5: Sustainable water 7%

SO 2.6: Circular economy 27%

SO 2.7: Nature protection and biodiversity 25%
SO 2.8: Sustainable urban mobility 8%
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SO 3.1: Sustainable TEN-T
SO 3.2: Sustainable transport
SO 4.1: Labour market infrastructure
SO 4.2: Education and training infrastructure
SO 4.3: Integration of marginalised communities
SO 4.4: Integration of third country nationals
SO 4.5: Access to health care
SO 4.6: Culture and sustainable tourism
SO 5.1: Integrated development in urban areas

SO 5.2: Integrated development in rural and coastal areas

Technical assistance

6%
10%
7%
15%
5%
2%
13%
24%
9%
7%
10%

About half the SCOs (52%) are used for ERDF operations regarding research and
innovation (SO 1.1). While 30% and 27% respectively are used for operations concerning
growth and competitiveness of SMEs (SO 1.3) and the circular economy (SO 2.6). The
least covered are SO 4.4 for the integration of third country nationals (2%).

7.1.3.3. Beneficiaries covered by SCOs in 2021-2027

The table below illustrates the distribution of SCOs among types of beneficiaries
identified through the ERDF survey. The percentages total more than 100% because

each SCO can cover multiple beneficiaries.

Table 81 — Beneficiaries reimbursed through SCOs for ERDF operations

Type of beneficiary % of SCOs

SMEs
Municipalities/ Local authorities
Research centres/ Universities

Regional authorities
NGOs/Associations
Micro-enterprises
National authorities
Chamber of commerce
Large enterprises
Health institutions
Households

55%
52%
51%
47%
46%
44%
42%
35 %
31%
30%
10%

More than half the SCOs are for ERDF operations implemented by SMEs (55%),
municipalities/local authorities (52%), as well as research centres/universities (51%).
Other types being reimbursed through SCOs are regional authorities (47%) and

NGOs/associations (46%).
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7.1.3.4. Types of costs covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among the types of costs identified
through the ERDF survey. The total is more than 100% because each SCO can cover

multiple costs.

Table 82 — Types of costs covered by the SCOs

Type of cost % of SCOs

Indirect costs 36%

Direct costs 33%

All costs of the operation 13%
All direct costs other than staff 9%
Travel/accommodation 10%

Most of the SCOs cover indirect costs (36%) while 27% cover direct costs which are
mostly covered by off-the-shelf SCOs.

7.1.4. ERDF programme authority perceptions of SCOs
7.1.4.1. Advantages and issues related to SCOs

This section presents respondents’ qualitative inputs regarding the advantages of SCO
schemes as well as the issues encountered when developing them. It also includes the
feedback of respondents who did not use any SCO.

111





Figure 46 - Advantages of SCO schemes for ERDF programme authorities
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There is an increased perception of SCOs benefitting programme authorities. Between
2014-2020 and 2021-2027, ERDF programme authorities increasingly viewed SCOs as
increasing the focus on results, improving support from audit authorities, reducing error
rates and corrective actions, simplifying compliance and easing administrative burdens.
In both periods, the greatest advantages brought by SCO schemes for programme
authorities is less administrative burden as well as simplified compliance. The third most
relevant advantage highlighted by programme authorities is simplified application
procedures for beneficiaries. This shows that SCOs are not only seen as a tool for
administrative simplification, but also useful for beneficiaries. The survey also mapped
issues encountered by programme authorities when developing the SCO schemes as
shown in the figure below.
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Figure 47 — Issues faced in developing SCO schemes for ERDF programme
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In 2014-2020, the most relevant issue encountered by ERDF programme authorities was
the legal uncertainty related to SCOs, while in 2021-2027 it is a lack of alternative
sources along with a lack of historical data. However, the share of programme authorities
perceiving legal uncertainty and a lack of knowledge as issues significantly decreased
across the two programming periods, proving that experience from 2014-2020 improved
approaches to SCOs in the current programming period. Support from the audit authority
is not considered an issue for almost half of the respondents in both periods.

In both 2014-2020 and 2021-2027, the main reasons programme authorities did not use
any SCOs is because they were not suitable for the programme, as well as the
burdensomeness. However, the number of programme authorities not using any SCO
drastically decreased from 35 in 2014-2020 to only 9 in 2021-2027.

7.1.4.2. Audit authority involvement in SCO definition

The figure below presents the involvement of the audit authority in the definition of SCO
schemes developed under ERDF.
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Figure 48 — Involvement of the audit authority in SCO definition under ERDF
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For many SCO schemes developed under ERDF in 2014-2020, the audit authority was
either not consulted or consulted only informally (70%). There was a formal ex-ante
assessment for only 30% of the schemes. Data from 2021-2027 shows a clear change,
with the audit authority completing a formal ex-ante assessment for more than half the
ERDF SCOs (56%). Nevertheless, there was no consultation for 26% of the schemes.

7.1.5. Use of FNLC in ERDF

The first three rows in the table below display data on the use of FNLC at the lower level.
The first row shows the budget covered by FNLC including schemes already in use and
those programmed. The next two rows detail the amount covered by FNLC schemes in
use and the portion of the budget already reimbursed to beneficiaries using FNLC.

The final three rows provide data on FNLC at the upper level. The first row displays the
amount expected to be covered by FNLC, including schemes in use and programmed.
The next row details only FNLC in use. The last row details the amount already claimed
by programme authorities from the Commission.

All this information is presented as percentages of programme budgets and total
amounts. The percentage is the ratio between the total amount covered by FNLC and
the budgets of programmes that participated in the survey and passed the quality check.
The amounts in the last column are estimates of the potential budget covered at EU level
including both EU and national co-financing. This applies the percentage from the first
column to the entire fund budget at EU level, extracted from the Cohesion Open Data
Platform.

Table 83 Overview of the use of FNLC in ERDF in 2021-2027

(2) Potential programme
0
(1)blj° dofefgc())g\]/rearrg(;ne budget covered at EU
9 level (EUR mio
*
Total FNLC planned 0.002% 5
in use + programmed
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reimbursed to 0% 0
beneficiaries

*
Total FNLC planned 0.627% 2 046
in use + programmed
Upper level | - of which: FNLC in use 0.388% 1268
- of which: already 0% 0
claimed

*The amounts covered by planned FNLC includes both in use and programmed FNLC
schemes mapped by the survey.

- of which: FNLC in use 0.001% 4
- of which: already

FNLC within ERDF funds account for some 0.002% of the total budget at the lower level,
some EUR 5 million for the full ERDF budget in 2021-2027 and 0.6% at the upper level
(EUR 2 billion). Based on the responses and complemented by data from the SFC, a
significant portion of this amount refers to schemes already in use (EUR 4 million at the
lower level and EUR 1.3 billion at the upper level). Looking at amounts already
reimbursed to beneficiaries and those claimed from the Commission, implementation is
still ongoing. In both cases, there were no reports of amounts being reimbursed/claimed.

The table below presents an overview of FNLC use at Member State level. The second
column shows the percentage of the fund budget covered at the lower level, while the
third column covers schemes approved at the upper level. Figures are calculated as the
ratio between the amount covered by the FNLC identified through the study and the
budgets of programmes that participated in the survey and passed the quality check.

Table 84 — FNLC use in 2021-2027 at Member State level (ERDF)

Upper level
Total FNLC planned Total FNLC planned
AT

0% 20.54%

BE 0% 0%
BG8 No financial data No financial data
cY 0% 10.72%

Cz 0% 0%
DE® No financial data No financial data
DK 0% 0%
EElO - -

EL 0% 0%

ES 0% 0%

Fl 0% 0%

ER 0% 0%

HR 0% 0%

8 Bulgaria has an FNLC scheme in the pipeline for ERDF. Financial information on the scheme was limited.
9 Germany has an FNLC scheme in the pipeline for ERDF. Financial information on the scheme was limited.

10 Estonia has an FNLC scheme in the pipeline for ERDF. Financial information on the scheme was limited.
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HU 0% 0%

IE 0% 0%
IT 0% 3.49%
LT 0% 0%
LU - -
LV 0.12% 0.12%
MT 0% 0%
NL 0% 0%
PL 0% 0%
PT 0% 0%
RO No financial data No financial data

SE 0% 0%
Sl 0% 0%
SK 0% 0%

By the end of the current programming period, only one Member State (Latvia) is
expected to use FNLC at the lower level under ERDF, while at least four Member States
are expected to use FNLC at the upper level: Austria, Cyprus, Italy and Latvia. Of the
latter only Austria and Cyprus cover more than 10% of their ERDF budget using FNLC
schemes. Additionally, Bulgaria, Germany, Romania and Estonia have schemes either
implemented or in the pipeline; however, financial information on these was not available
to the study team.

7.1.5.1. Types of FNLC used in 2021-2027

The table below shows the use of CPR Article 95 Appendix 2 and CPR Article 32
Appendix 2 across Member States for ERDF. At the moment, there are no delegated
acts for REGIO funds. The table displays the ratio between the amount covered by FNLC
identified through the study and the budgets of programmes that participated in the
survey and passed the quality check.

Table 85 - ERDF Type of FNLC in 2021-2027

Budget covered (%)
Upper leve

CPR . CPR
ermber | Aticle CPR Apperdix | aricle CPR | yoi
94(4) Article 95 Article 37 94(4) Article 95 Appendix
(delegated Appendix 2 (delegated | Appendix 2 pp2
AT 0% 0% 0% 0% 0% 0%
BE 0% 0% 0% 0% 0% 0%
BG 0% 0% 0% 0% 0% 0%
cY 0% 6.92% 0% 0% 6.92% 0%
cz 0% 0% 0% 0% 0% 0%

11 Romania has an FNLC scheme funded by both ERDF and ESF+. Financial information is limited for the ERDF
component.
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DE 0% 0% 0% 0% 0% 0%

DK 0% 0% 0% 0% 0% 0%
EE 0% No financial data 0% 0% 5.30% 0%
EL 0% 0.00% 0% 0% 0.00% 0%
ES 0% 0% 0% 0% 0% 0%
FI 0% 0% 0% 0% 0% 0%
FR 0% 1.48% 0% 0% 1.48% 0%
HR 0% 0% 0% 0% 0% 0%
HU 0% 36.75% 0% 0% 36.75% 0%
IE 0% 0% 0% 0% 0% 0%
IT 0% 0% 0% 0% 0% 0%
LT 0% 0% 0% 0% 0% 0%
LU No reply No reply No reply No reply No reply No reply
LV 0% 0% 0.24% 0% 0% 0.24%
MT 0% 0% 0% 0% 0% 0%
NL 0% 0% 0% 0% 0% 0%
PL 0% 6.46% 0% 0% 6.46% 0%
PT 0% 0.11% 0% 0% 0.31% 0%
RO 0% 10.87% 0% 0% 10.87% 0%
SE 0% 0% 0% 0% 0% 0%
Sl 0% 0% 0% 0% 0% 0%
SK 0% 0% 0% 0% 0% 0%

At the upper level, almost all FNLC schemes have been adopted through CPR Article 95
Appendix 2, with only one Member State reporting a scheme through CPR Article 37
Appendix 2 (Latvia). The Latvian scheme is also the only one used at the lower level.

Figure 49 — Types of FNLC indicators to trigger payment in ERDF
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Information from the survey and the SFC show four schemes use a combination of output
and result-based indicators to trigger payments (45%). In three (33%) of schemes, these
indicators are result-based only, while in two (22%) of schemes they are output-based.

For the adjustment methods of FNLC schemes, the survey shows that most of the
schemes (80%) did not set any adjustment/update methodology. The remainder (20%)
set up adjustments based on indicators such as a price review based on previous
published reports (e.g. environmental promotion reports of previous years).
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7.1.5.2. Specific objectives covered by FNLC in 2021-2027

The table below shows the use of FNLC schemes across each Specific Objective
identified through the survey. The total is more than 100% because each FNLC can
cover multiple Specific Objectives.

Table 86 — Coverage of ERDF Specific Objectives per FNLC

% of FNLC schemes
Specific Objectives covering the Specific
Objective (n=12)*?

1.1 - Enhancing research and innovation 15%
1.2 - Reaping the benefits of digitisation 0%
1.3 - Growth and competitiveness of SMEs 0%
1.4 - Skills for smart specialisation and transition 0%
1.5 - Digital connectivity 0%
2.1 - Energy efficiency 23%
2.2 - Renewable energy 8%
2.3 - Smart energy systems 0%
2.4 - Climate change adaptation 0%
2.5 - Sustainable water 0%
2.6 - Circular economy 0%
2.7 - Nature protection and biodiversity 0%
2.8 - Sustainable urban mobility 0%
3.1 - Sustainable TEN-T 0%
3.2 - Sustainable transport 0%
4.1 - Labour market infrastructure 0%
4.2 - Education and training infrastructure 0%
4.3 - Integration of marginalised communities 0%
4.4 - Integration of third country nationals 0%
4.5 - Access to health care 0%
4.6 - Culture and sustainable tourism 0%
5.1 - Integrated development in urban areas 0%
5.2 - Integrated development in rural and coastal areas 0%
FNLC Schemes with no Specific Objective informed by respondents 46%

Of the ERDF FNLC schemes which passed the quality checks, the most common relate
to operations on energy efficiency (SO 2.1), in 23% of the schemes. Furthermore, 15%
of the schemes are for enhancing research and innovation (SO 1.1). 8% relate to
renewable energy (SO 2.2). The majority (46%) did not have any Specific Objective
noted by survey respondents.

12 This number is higher than the number of schemes mapped for ERDF due to the possibility of schemes being
associated with more than one Specific Objective.
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7.1.5.1. Advantages, issues and reasons for not using FNLC

The figure below provides a qualitative analysis of FNLC advantages, as reported by
managing authorities in our survey. Respondents highlighted several key benefits,
mostly the reduced level of errors and financial corrections or other corrective actions,
as well as the simplicity and ease of compliance checks, both of which were rated as
high/medium priority by over 80% of respondents.

Additionally, over 70% of managing authorities identified the reduced administrative
burden, their ability to focus more on concrete outputs and results and the opportunity to
reallocate resources to other activities, such as performance monitoring as having
medium or high relevance.

Figure 50 — Key advantages of FNLC (ERDF)
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Figure 51 outlines reasons for not using FNLC schemes, with the primary concern being
a lack of information on how to design and implement such schemes; 75% of
respondents rated this as medium/high importance. Following closely, 70% cited the
administrative burden of designing FNLC schemes as a significant issue.

Other relevant concerns include the legal uncertainty surrounding FNLC schemes, the
perception they do not offer clear benefits, they are too risky and their perceived
unsuitability for certain programmes. Each of these factors was rated as medium/high
priority by at least 60% of respondents.

Figure 51 — Key reasons for not using FNLC (ERDF)
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The figure below highlights key challenges faced by managing authorities when
developing FNLC schemes. Two concerns stand out: legal uncertainty surrounding
FNLC schemes, rated as a medium/high priority by over 85% of respondents and the
lack of guidance and practical examples on designing FNLC methodologies, including
defining indicators and setting up results or conditions, rated as highly relevant by 71%
of respondents.

Other important but less prominent issues include the perception that FNLC schemes
are complicated and difficult to implement, difficulties in identifying suitable types of
operations, insufficient data for developing methodologies and a lack of knowledge and
expertise within the programme authority. Each of these issues was rated as
medium/high importance by over half the respondents.

Figure 52 — Key issues faced in developing FLNC (ERDF)
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7.1.5.2. Audit authority involvement in defining FNLC

In 90% of schemes, managing authorities reported that the audit authority was consulted
informally without conducting a formal assessment. The remaining 10% had a formal ex
ante assessment. No managing authorities reported a lack of consultation with the audit
authority.

Figure 53 — Involvement of audit authority in the FLNC (ERDF)
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7.2. Use of SCO in CF

7.2.1. Key findings

The table below summarises the uptake of simplification measures covered by this study
across two programming periods. The first column shows the uptake at both lower and
upper level for 2014-2020. The second column combines the expected impacts of SCO,
presenting the coverage of the simplification measures which are “in use” and
“programmed.

For both periods and both levels, the table displays the uptake as a percentage of the
total CF budget. Additionally, it shows uptake for the CF budget excluding the portion
covered by financial instruments (where SCOs are not applicable).

Table 87 — The use of simplification measures under CF

2014-2020 2021-2027

Coverage at 1.2% 2.9%
lower level L 2% o
Coverage at - 0.6%

upper level | Excluding financial i .
instruments 0.6%

7.2.2. Use of SCOs in 2014-2020

The two rows in the table below show SCOs at the lower level. The first shows the total
expected to be covered by the end of the programming period. The next row details the
amount covered by operations below EUR 100 000.

The percentage is based on the share of programme budgets covered by SCOs
identified through the study. For more detail, refer to the first and second steps of the
process outlined in Chapter 1.4. The amounts in the last column are estimates of the
potential budget covered at EU level including both EU and national co-financing. This
applies the percentage from the first column to the entire CF budget (including co-
financing) at EU level. For more detail, refer to the third step of the process outlined in
Chapter 1.4.

Table 88 — SCO use in CF in 2014-2020

(1) % of OP (2) Estimated OP budget
budget covered | covered at EU level (EUR bn

SCOs 1.2% 0.567

Of which SCOs
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SCO use under CF accounts for approximately 1.2% of the CF budget (over EUR 500
million). Based on data from respondents, approximately EUR 30 million covered by
SCOs are for small operations costing less than EUR 100 000 (which was mandatory).

The table below shows SCO use at Member State level. The first column shows the
share of CF budget covered at the lower level, while the second column details the
portion covered by small operations, providing an estimate of the impact of Article
67(2)(a) of Regulation (EU) 1303/2013.

Table 89 —SCO use under CF in 2014-2020 by Member State

Member State

AT
BE
BG
cY
cz
DE
DK
EE
EL
ES
FI
FR
HR
HU
IE
IT
LT
LU
LV
MT
NL
PL
PT
RO
SE
Sl
SK
UK

SCOs

0.5%
5.7%
0.0%

1.6%
2.6%

21.6%
0.2%

No reply
4.2%
10.1%
0.0%
0.0%
0.0%
0.0%
0.0%

Of which SCOs <100k

0.0%
0.0%
0.0%

1.6%
0.0%

0.0%
0.0%

No reply
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

As seen in the table above, at the end of the 2014-2020 period, two Member States
covered more than 10% of their CF budget using SCOs: Croatia and Malta. At least six
Member States do not use SCOs under CF: Czechia, Poland, Portugal, Romania,

Slovenia and Slovakia.
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7.2.2.1. Types of SCO used in 2014-2020

The table shows the use of flat rate, unit cost and lump sum SCOs across Member States
as the percentage of the total programme budget covered by each type of SCO.

Table 90 — CF Type of SCO in 2014-2020

Budget covered (%)
Member State Flat Rate Unit Cost Lump Sum

AT - - -
BE - - -
BG 0.5% 0.0% 0.0%
CcY 0.7% 5.0% 0.0%
Cz 0.0% 0.0% 0.0%
DE - - -
DK - - -
EE 0.0% 1.6% 0.0%
EL 0.1% 2.6% 0.0%
ES = = =
Fl - - -
FR - - -
HR 1.0% 20.7% 0.0%
HU 0.2% 0.0% 0.0%
IE - - -
IT - - -
LT No reply No reply No reply
LU - - -
LV 0.1% 0.0% 4.1%
MT 0.0% 0.0% 10.1%
NL - - -
PL 0.0% 0.0% 0.0%
PT 0.0% 0.0% 0.0%
RO 0.0% 0.0% 0.0%
SE - - -
SI 0.0% 0.0% 0.0%
SK 0.0% 0.0% 0.0%
UK - - -
TOTAL* 0.1% 0.9% 0.1%

*Coverage of the budget at the EU level for each type of SCO.

For the majority of Member States, the unit cost covers the most budget. Similarly, at EU
level (last row of the table), the unit cost accounts for the largest portion of the budget,
0.9%. This is followed by flat rate SCOs, predominantly the off-the-shelf flat rate set out
in the regulation (0.1% ). Lump sums are used in two Member States and have a limited
budget coverage (0.1% at EU level).
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7.2.2.2. Thematic objectives covered by SCO in 2014-2020

The table below shows the distribution of SCOs across Thematic Objectives identified
through the CF survey. The percentages total more than 100% because each SCO can
cover multiple Thematic Objectives.

Table 91 — Coverage of CF Thematic Objectives by SCOs

Thematic objective % of SCOs

TO 4: Supporting the shift towards a low-carbon economy 23%

TO 5: Promoting climate change adaptation, risk prevention and
management 9%

TO 6: Preserving and protecting the environment and promoting
resource efficiency 64%

TO 7: Promoting sustainable transport and removing bottlenecks in

key network infrastructures 41%

TO 11: Enhancing the capability of public authorities and efficient
public administration 0%

The great majority of SCOs (64%) are used for CF operations preserving and protecting
the environment and promoting resource efficiency (TO 6). Furthermore, 41% and 23%
of the schemes are used for promoting sustainable transport and improving network
infrastructures through TO 7, as well as supporting the shift towards a low-carbon
economy through TO 4.

7.2.2.3. Beneficiaries covered by SCOs in 2014-2020

The table below illustrates the distribution of SCOs across types of beneficiaries
identified through the CF survey. The total is more than 100% because each SCO can
cover multiple beneficiaries.

Table 92 — Beneficiaries reimbursed through SCOs for CF operations

Type of beneficiary % of SCOs

National authorities 59%
Municipalities 41%
Regional authorities 27%
Households 18%
Associations/ NGOs 14%
SMEs 14%
Micro-enterprises 5%
Large enterprises 5%
Universities 5%
Health institutions 5%

Most SCOs (59%) are used for CF operations implemented by national authorities. Other
major beneficiaries are municipalities (41%) and regional authorities (27%).
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7.2.2.4. Types of costs covered by SCOs in 2014-2020

The table below shows the distribution of SCOs among the types of costs identified
through the CF survey. The total is more than 100% because each SCO can cover
multiple costs.

Table 93 — Types of costs covered by SCOs

Type of cost % of SCOs

Direct costs 41%
Indirect costs 36%
All costs of the operation 23%

36% of the SCOs covered direct costs from CF operations and 41% covered indirect
costs. In addition, 23% covered all costs of the operations.

7.2.3. Use of SCOs in 2021-2027

The first four rows in the table below show SCO use at the lower level. The first row
presents the coverage of SCO which are ‘in use’ and ‘programmed’. The subsequent
three rows detail the total already covered by SCOs, the amount covered by operations
below EUR 200 000 and the portion already reimbursed to beneficiaries using SCO.

The final two rows show SCO use at the upper level, through CPR Article 94(2). The
penultimate row displays the coverage of SCO including schemes already submitted to
the Commission under CPR Article 94(2) and those programmed. The last row details
the amount covered by schemes that have already been submitted to the Commission
under CPR Article 94(2).

The percentage is based on the amount covered by SCOs identified through the study
and the budgets of programmes that participated in the survey. For more detail, refer to
the first and second steps of the process outlined in Chapter 1.4. The amounts in the last
column are estimates of the potential budget covered at EU level including both EU and
national co-financing. This is determined by applying the percentage from the first
column to the entire CF budget (including co-financing) at EU level (for more detail, refer
to the third step of the process outlined in Chapter 1.4).

Table 94 — SCO use in CF in 2021-2027

(1) % of (2) Estimated programme
programme budget covered at EU
budget covered level (EUR bn

SCOs planned*

: 2.9% 1.433

in use + programmed
- of which: SCOs in use 2.3% 1.113

Lower level - of which: SCOs planned*

<200k 0.0% 0.014

in use + programmed
- of which aIready r¢|mbursed 0.1% 0.048

to beneficiaries

Upper level SCOs planned 0.6% 0.285

Article 94(2 in use + programmed
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* The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

SCO use under CF accounts for some 3% of the CF budget (over EUR 1.4 billion). Based
on data from respondents, almost all the expected impact at the end of the programming
period is linked to existing schemes (EUR 1.1 billion). This suggests that the effort
required to define new SCOs by the programme authorities is largely complete.
Conversely, expenditure already reimbursed through SCOs (0.1%, or EUR 50 million)
implies some delay in implementation of 2021-2027 funds so the benefits of reduced
costs and administrative burden will only be felt as financial absorption of the
programmes progresses. About EUR 10 million are attributed to operations costing less
than EUR 200 000.

The table below shows SCO use at Member State level. The first column shows the
percentage of the CF budget covered at the lower level, while the second column details
the portion of lower level SCOs covered by small operations, providing an estimate of
the impact of CPR Article 53(2). The third column displays the share of the total budget
covered by schemes approved under CPR Article 94(2) (none of the upper level SCO
mapped cover small operations).

For some Member States (identified in blue in the table), the coverage value for 2021-
2027 in the column ‘SCOs planned’ is derived from 2014-2020. For more details see
chapters 1.3 and 1.4.

Table 95 — SCO use in CF in 2021-2027 by Member State

Upper level

Of which SCOs
Member State SCOs planned SCOs planned I d
<200k planne

AT - - -
BE - - -
BG 4.1% 4.1% 0.0%
CY 5.7% 2.2% 0.0%
Ccz 1.9% 1.9% 0.4%
DE - - -
DK - - -
EE No reply No reply No reply
EL 2.6% 0.9% 0.0%
ES - - -
Fl - - -
FR - - -
HR 21.6% 5.9% 0.0%
HU 7.9% 7.9% 0.0%
IE - - -
IT - - -
LT 15.9% 15.9% 15.9%
LU - - -

LV No reply No reply No reply
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MT
NL
PL
PT
RO
SE
Sl
SK

10.1%
1.9%
0.0%
0.0%
0.6%
1.0%

7.1%
1.9%
0.0%
0.0%
0.6%
1.0%

0.1%
0.0%
0.0%
0.0%
0.0%
0.0%

As presented in the table above, by the end of the 2021-2027 period, three Member
States are expected to cover more than 10% of their CF budget using SCOs: Croatia,
Lithuania and Malta. Croatia has the highest coverage at almost 22%. Four Member
States use 1% or less of their budget: Portugal, Romania, Slovenia and Slovakia.

7.2.3.1.

Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCOs across
Member States as the share of programme budget expected to be covered by each type

of SCO.

Table 96 — CF Type of SCO at the lower level in 2021-2027

BE
BG
CY
Ccz
DE
DK
EE
EL
ES
FI
FR
HR
HU
IE
IT
LT
LU
LV
MT
NL
PL

4.1%
0.7%
1.5%

No reply
0.1%

1.0%
5.9%

0.3%
No reply
0.0%

1.9%

0.0%
5.0%
0.4%

No reply
2.6%

20.7%
2.0%

15.5%
No reply
0.0%

0.0%

Lower level
Budget covered (%)

AT - - -

0.0%
0.0%
0.0%

No reply
0.0%

0.0%
0.0%

0.0%

No reply
10.1%

0.0%
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PT
RO
SE

sl
SK
TOTAL*

0.0%
0.0%
0.0%
1.0%
1.3%

0.0%
0.0%
0.0%
0.0%
1.5%

0.0%
0.0%

0.6%
0.0%
0.1%

*Coverage of the budget at the EU level for each type of SCO.

For the majority of Member States, the flat rate covers the budget, predominantly the off-
the-shelf flat rate as set out in the regulation. However, at EU level (last row of the table),
unit cost SCOs account for the largest portion of the budget, covering 1.5% (against
1.3% for flat rates). Lump sums are only used in two Member States with very limited
budget coverage (0.1% at EU level).

The significance of unit costs is underscored in the table below, which details the types
of SCO approved or programmed to be approved under CPR Article 94(2).

Table 97 — CF Type of SCO at the upper level in 2021-2027

Member State Flat Rate Unit Cost

AT
BE
BG
cY
cz
DE
DK
EE
EL
ES
FI
FR
HR
HU
IE
IT
LT
LU
LV
MT
NL
PL
PT
RO
SE
Sl

0.0%
0.0%
0.0%

No reply
0.0%

0.0%
0.0%

0.3%
No reply
0.0%
0.0%
0.0%
0.0%

0.0%

Upper level

Budget covered (%)

0.0%
0.0%
0.4%

No reply
0.0%

0.0%
0.0%

15.5%
No reply
0.1%
0.0%
0.0%
0.0%

0.0%

Lump Sum

0.0%
0.0%
0.0%

No reply
0.0%

0.0%
0.0%

0.0%
No reply
0.0%
0.0%
0.0%
0.0%

0.0%
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SK 0.0% 0.0% 0.0%
TOTAL* 0.0% 0.6% 0.0%

*Coverage of the budget at EU level for each type of SCO.

The 2021-2027 regulation regarding SCOs allows different approaches at the lower and
upper levels. SCOs can be approved under Article 94 at the upper level, with different
types of SCO or even actual costs at the lower level.

Among the survey findings is a consistent approach between lower and upper levels.
Survey data highlight that all the schemes adopted under Article 94, intended for the
upper level only, have also been implemented at the lower level. The table below focuses
on the lower level and highlights, for each Member State, the ‘weight’ of schemes
approved under Article 94 in the financial flow to beneficiaries. The table distinguishes
between SCOs exclusively intended for the lower level (Article 53) and those also used
for payment requests to the Commission (Article 94).

In the table Czechia covered 1.9% of the CF budget with lower level SCOs, of which
1.5% were established through Article 53 and the remaining 0.4% through Article 94.

Table 98 — CF use of SCOs at lower level under Article 53 vs Article 94 CPR

Lower level

Member State Total SCO planned Of which Article 53 | Of which Article 94
Article 53 + 94 CPR CPR CPR

AT - - -
BE - - -
BG 4.1% 4.1% 0.0%
CY 5.7% 5.7% 0.0%
Ccz 1.9% 1.5% 0.4%
DE - - -
DK - - -
EE No reply No reply No reply
EL 2.6% 2.6% 0.0%
ES = = =

Fl - - -
FR - - -
HR 21.6% 21.6% 0.0%
HU 7.9% 7.9% 0.0%
IE - - -

IT - - -
LT 15.9% 0.0% 15.9%
LU - - -
LV No reply No reply No reply
MT 10.1% 9.9% 0.2%
NL - - -
PL 1.9% 1.9% 0.0%
PT 0.0% 0.0% 0.0%
RO 0.0% 0.0% 0.0%
SE - - -
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Sl 0.6% 0.6% 0.0%
SK 1.0% 1.0% 0.0%

7.2.3.2. Specific objectives covered by SCOs in 2021-2027

The table below shows the distribution of SCOs across Specific Objectives identified
through the CF survey. The total is more than 100% because each SCO can cover
multiple Specific Objectives.

Table 99 — Coverage of CF Specific Objectives by the SCOs

Specific Objective % of SCOs

SO 2.1: Energy efficiency 30%

SO 2.2: Renewable energy 30%

SO 2.3: Smart energy systems 0%
SO 2.4: Climate change adaptation 9%
SO 2.5: Sustainable water 23%

SO 2.6: Circular economy 14%

SO 2.7: Nature protection and biodiversity 14%
SO 2.8: Sustainable urban mobility 14%
SO 3.1: Sustainable TEN-T 16%

SO 3.2: Sustainable transport 5%
Technical assistance 16%

Almost a third of the SCOs (30%) are used in CF operations regarding energy efficiency
and renewable energy (SO 2.1 and SO 2.2). Furthermore, 23% are used for operations
related to sustainable water (SO 2.5). SO 2.3 which concerns smart energy systems is
not covered at all.

7.2.3.3. Beneficiaries covered by SCOs in 2021-2027

The table below illustrates the distribution of SCOs among types of beneficiaries
identified through the CF survey. The total is more than 100% because each SCO can
cover multiple beneficiaries.

Table 100 — Beneficiaries reimbursed through SCOs for CF operations

Type of beneficiary % of SCOs

National authorities 25%
Municipalities/ Local authorities 22%
NGOs/Associations 13%
Regional authorities 9%
Large enterprises 9%
Health institutions 6%
SMEs 6%

Research centres/ Universities 6%
Households 6%

Micro-enterprises 3%
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Most of the SCOs are used for CF operations implemented by national authorities (25%),
municipalities/local authorities (22%) and NGOs/associations (13%).

7.2.3.4. Types of costs covered by SCOs in 2021-2027

The table below shows the distribution of SCOs across the types of costs identified
through the CF survey. The total is more than 100% because each SCO can cover
multiple costs.

Table 101 — Types of costs covered by the SCOs

Type of cost % of SCOs

Direct costs 81%

Indirect costs 25%

All direct costs other than staff 9%
All costs of the operation 6%

81% of the SCOs are being used to cover all the direct costs from CF operations and
25% to cover indirect costs. Such costs are mostly covered by off-the-shelf SCOs. Only
6% of the SCOs cover all costs of the operations.

7.2.4. CF programme authority perceptions of SCOs
7.2.4.1. Advantages and issues related to SCO

This section presents respondents’ qualitative inputs regarding advantages brought by
SCO schemes as well as issues encountered when developing them. It also includes the
feedback of respondents did not use any SCO.
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Figure 54 — Advantages of SCO schemes for CF programme authorities
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Between 2014-2020 and 2021-2027, CF programme authorities increasingly viewed
SCOs as effective in reducing error rates and corrective actions, simplifying compliance,
easing administrative burdens and improving support from audit authorities. All
programme authorities from both programming periods consider that SCO schemes
simplify the application process for beneficiaries. While half of them considered it highly
relevant in 2014-2020, this increased to 58% in 2021-2027. In addition, while in 2014-
2020, 10% of CF programme authorities did not consider reduced administrative burden
through SCOs to be a significant benefit, all respondents in the 2021-2027 survey
acknowledge it as relevant. Overall, there is an increased perception of SCOs bringing
benefits for programme authorities.

The survey also mapped issues encountered by programme authorities when developing
SCO schemes, as shown in the figure.
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Figure 55 — Issues faced in developing SCO schemes for CF programme
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The most relevant issue encountered by CF programme authorities is a lack of
knowledge. However, this perception decreased between 2014-2020 and 2021-2027,
proving that experience in 2014-2020 helps approaches to SCOs in the current
programming period. The share of programme authorities perceiving a lack of alternative
sources and historical data as an issue also significantly decreased across the two
programming periods. Nevertheless, legal uncertainty remains important for around 70%
of the programme authorities in both cases (67% in 2014-2020 and 70% in 2021-2027).
However, support from the audit authority is not considered an issue at all for almost half
the respondents (40% in 2014-2020 and 42% in 2021-2027).

In both 2014-2020 and 2021-2027, the main reasons programme authorities did not use

any SCOs is because they were not suitable for the programme, as well as the
burdensomeness related to SCOs.
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7.2.4.2. Audit authority involvement in SCO definition

The figure below presents the involvement of the audit authority in defining SCO
schemes developed under CF.

Figure 56 — Audit authority involvement in the definition of SCOs under CF
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For the great majority of SCO schemes developed under CF in 2014-2020, the audit
authority was either not consulted or consulted only informally (83%). There was a formal
ex-ante assessment for only 18% of the schemes. Data from 2021-2027 shows a clear
change, since the audit authority completed a formal ex-ante assessment for almost
three quarters of the SCO schemes (73%). Nevertheless, there was no consultation for
18% of the schemes.

7.3. Use of SCO in JTF

The table below covers SCO use within AMIF during the 2021-2027 programming period.
The first four rows show SCO use at the lower level. The first row presents the coverage
of SCO which are ‘in use’ and ‘programmed’. The subsequent three rows detail the total
already covered by SCOs, the amount covered by operations below EUR 200 000 and
the portion already reimbursed to beneficiaries using SCO.

The final two rows cover SCO use at the upper level, through CPR Article 94(2).
However, no such SCO is programmed under AMIF for the moment.

The percentage is based on the share of programme budgets covered by SCOs
identified through the study. For more detail, refer to the first and second steps of the
process outlined in Chapter 1.4. The amounts in the last column are estimates of the
potential budget at EU level including both EU and national co-financing. This applies
the percentage from the first column to the entire JTF budget (including co-financing) at
EU level (for more detail, refer to the third step of the process outlined in Chapter 1.4).
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Table 102 — SCO use in JTF in 2021-2027

(2) Estimated OP budget
0
1) A’g(‘;\gregwget covered at EU level
EUR bn
~ SCOs planned* 10.3% 2.784
in use + programmed

- of which: SCOs in use 10.2% 2.747

Lower level - of which: SCOs planned*
<200k 1.5% 0.413
in use + programmed

- of which already reimbursed 0.5% 0.147
to beneficiaries
*
~ SCOs planned 2204 0.603
Upper level in use + programmed

* The amounts covered by the SCO planned includes both in use and programmed SCO
schemes mapped by the survey.

SCOs under JTF use approximately 10% of the JTF budget (over EUR 2.7 billion). Based
on data from respondents, a significant portion of the expected impact at the end of the
programming period is linked to existing schemes. This suggests the effort required to
define new SCOs by programme authorities is largely complete. Conversely, data related
to expenditure already reimbursed covered by SCOs (0.5%, or EUR 147 million) seem
to confirm some delay in implementation of the 2021-2027 funds. This suggests the
benefits of reduced costs and administrative burden will only be felt as financial
absorption of the programmes progresses. The coverage of small operations is EUR 0.4
billion of the EUR 3 billion total.

The table below shows SCO use at Member State level. The first column shows the
percentage of JTF budget covered at the lower level. The second column details the
portion of lower level SCOs covered by small operations, providing an estimate of the
impact of Article 53(2) CPR. The third column displays the share of total budget covered
by schemes approved under Article 94(2), while the fourth column details the portion of
upper level SCOs covered by small operations.

Table 103 -SCO use in JTF in 2021-2027 by Member State

Upper level
Member Of which SCOs Of which SCOs
SCOs planned Slanned <200k SCOs planned slanned <200k

AT 26.7% 26.7% 26.7% 26.7%
BE 7.3% 0.0% 2.0% 0.0%
BG No reply No reply No reply No reply
CcY 4.0% 0.0% 0.0% 0.0%
(ov4 14.4% 0.2% 0.0% 0.0%
DE No reply No reply No reply No reply
DK 22.3% 0.0% 0.0% 0.0%
EE No reply No reply No reply No reply
EL No reply No reply No reply No reply

ES No reply No reply No reply No reply
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SK

39.8%
8.2%
No reply
8.0%
8.3%
No reply
0.9%
54.0%
No reply
7.0%
18.0%
8.7%
No reply
0.9%
22.6%
No reply
1.0%

19.7%
0.1%
No reply
0.0%
0.6%
No reply
0.0%
5.4%
No reply
0.0%
0.0%
0.7%
No reply
0.6%
1.9%
No reply
0.0%

0.0%
6.4%
No reply
0.0%
0.0%
No reply
0.9%
0.0%
No reply
0.0%
18.0%
0.0%
No reply
0.0%
0.0%
No reply
0.0%

0.0%
0.0%
No reply
0.0%
0.0%
No reply
0.0%
0.0%
No reply
0.0%
0.0%
0.0%
No reply
0.0%
0.0%
No reply
0.0%

As presented in the table above, by the end of the 2021-2027 period, three Member
States are expected to cover more than 30% of their JTF budget using SCOs: Belgium,
Finland and Luxembourg. Luxembourg is the only Member State where SCO coverage
of JTF budget exceeds 50% (54%). Four Member States use SCOs for less than 5% of
the budget: Cyprus, Lithuania, Romania and Slovakia.

7.3.1.

Types of SCO used in 2021-2027

The table below illustrates the use of flat rate, unit cost and lump sum SCOs across
Member States as the percentage of total programme budget expected to be covered by
each type of SCO.

Table 104 — JTF Type of SCO at the lower level in 2021-2027

Lower level

AT
BE
BG
CY
Ccz
DE
DK
EE
EL
ES
F
FR
HR
HU

Budget covered (%)
Member State Flat Rate Unit Cost

0.0%
5.3%
No reply
0.5%
6.9%
No reply
19.1%
No reply
No reply
No reply
15.2%
1.8%
No reply
2.3%

26.7%
2.0%
No reply
3.5%
6.3%
No reply
3.2%
No reply
No reply
No reply
12.9%
6.4%
No reply
5.7%

0.0%
0.0%
No reply
0.0%
1.3%
No reply
0.0%
No reply
No reply
No reply
11.7%
0.0%
No reply
0.0%
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IE 8.3% 0.0% 0.0%

IT No reply No reply No reply
LT 0.3% 0.6% 0.0%
LU 0.0% 54.0% 0.0%
LV No reply No reply No reply
MT 7.0% 0.0% 0.0%
NL 0.1% 17.8% 0.0%
PL 6.8% 1.6% 0.3%
PT No reply No reply No reply
RO 0.9% 0.0% 0.0%
SE 9.4% 11.2% 1.9%
Sl No reply No reply No reply
SK 1.0% 0.0% 0.0%
TOTAL* 4.9% 4.5% 0.9%

*Coverage of the budget at the EU level for each type of SCO.

For the majority of Member States, flat rates cover the most budget. It is similar at EU
level (last row of the table), where they cover the largest portion of the budget, 4.9%.
This is followed by unit costs; lump sums are used only in four Member States and have
a low budget coverage (0.9% at EU level).

The significance of unit costs is underscored in the table below, which details the types
of SCO approved or programmed to be approved under CPR Article 94(2).

Table 105 - JTF Type of SCO at the upper level in 2021-2027

Upper level
Budget covered (%)

Member State Flat Rate Unit Cost

AT 0.0% 26.7% 0.0%
BE 0.0% 2.0% 0.0%
BG No reply No reply No reply
CcY 0.0% 0.0% 0.0%
CcZ 0.0% 0.0% 0.0%
DE No reply No reply No reply
DK 0.0% 0.0% 0.0%
EE No reply No reply No reply
EL No reply No reply No reply
ES No reply No reply No reply
FI 0.0% 0.0% 0.0%
FR 0.0% 6.4% 0.0%
HR No reply No reply No reply
HU 0.0% 0.0% 0.0%
IE 0.0% 0.0% 0.0%
IT No reply No reply No reply
LT 0.3% 0.6% 0.0%
LU 0.0% 0.0% 0.0%

LV No reply No reply No reply
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MT 0.0% 0.0% 0.0%

NL 0.1% 17.8% 0.0%
PL 0.0% 0.0% 0.0%
PT No reply No reply No reply
RO 0.0% 0.0% 0.0%
SE 0.0% 0.0% 0.0%
Sl No reply No reply No reply
SK 0.0% 0.0% 0.0%
TOTAL* 0.0% 2.2% 0.0%

*Coverage of the budget at EU level for each type of SCO.

The 2021-2027 regulation regarding SCOs allows for different approaches at lower and
upper levels. SCOs approved under Article 94 can be used at the upper level, while at
the lower level a different type of SCO or even actual costs can be used.

Survey data highlight that all schemes adopted under Article 94, intended for the upper
level only, have also been implemented at the lower level. The table below focuses on
the lower level and highlights, for each Member State, the ‘weight’ of schemes approved
under Article 94 in the financial flow to beneficiaries. The table shows the share of budget
covered by SCOs with beneficiaries, distinguishing between those exclusively intended
for the lower level (Article 53) and those also used by the programme for payment
requests to the Commission (Article 94).

As an example, in the table below Belgium covers 45.6% of the JTF budget with lower
level SCOs, of which 5.3% are established under Article 53 and the remaining 40.3%
under Article 94.

Table 106 —JTF use of SCO at lower level under Article 53 vs Article 94 CPR

Member State Total SCO planned (Article 53 | Of which Article 53 Of which Article 94
+ 94 CPR CPR CPR
26.7% 0.0% 26.7%
BE 7.3% 5.3% 2.0%
BG No reply No reply No reply
CcY 4.0% 0.5% 3.5%
CcZ 14.4% 14.4% 0.0%
DE No reply No reply No reply
DK 22.3% 22.3% 0.0%
EE No reply No reply No reply
EL No reply No reply No reply
ES No reply No reply No reply
FI 39.8% 39.8% 0.0%
FR 8.2% 1.8% 6.4%
HR No reply No reply No reply
HU 8.0% 8.0% 0.0%
IE 8.3% 8.3% 0.0%
IT No reply No reply No reply
LT 0.9% 0.0% 0.9%

LU 54.0% 54.0% 0.0%
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LV No reply No reply No reply

MT 7.0% 7.0% 0.0%
NL 18.0% 0.0% 18.0%
PL 8.7% 8.7% 0.0%
PT No reply No reply No reply
RO 0.9% 0.9% 0.0%
SE 22.6% 22.6% 0.0%
Sl No reply No reply No reply
SK 1.0% 1.0% 0.0%
7.3.2. Specific objectives covered by SCOs in 2021-2027

The table below shows the distribution of SCOs across Specific Objectives identified
through the JTF survey. The total is more than 100% because each SCO can cover
multiple Specific Objectives.

Table 107 — Coverage of JTF Specific Objectives by SCOs

Specific Objective % of SCOs

JSO 8.1: Just transition fund specific objective 99%
Technical assistance 9%

The great majority of SCOs (99%) are used for the JTF Specific Objective. Only 9% are
for operations related to Technical Assistance.

7.3.3. Beneficiaries covered by SCOs in 2021-2027

The table below illustrates the distribution of SCOs among types of beneficiaries
identified through the JTF survey. The total is more than 100% because each SCO can
cover multiple beneficiaries.

Table 108 — Beneficiaries reimbursed through SCOs for JTF operations

Type of beneficiary % of SCOs

Municipalities/Local authorities 63%
Regional authorities 53%
National authorities 45%
NGOs/Associations 1%

The great majority of SCOs (63%) are used for JTF operations implemented by
municipalities/local authorities and 53% for operations implemented by regional
authorities. Only 1% reimburse NGOs/associations.

7.3.4. Types of costs covered by SCOs in 2021-2027

The table below shows the distribution of SCOs among types of costs identified through
the JTF survey. The percentages can total more than 100% because each SCO can
cover multiple costs.

Table 109 — Coverage of JTF Specific Objectives by the SCOs

Type of cost % of SCOs
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Direct costs 35%

Indirect costs 34%

All costs of the operation 13%
All direct costs other than staff 12%
Only direct staff costs 4%

34% of the SCOs cover indirect costs from JTF operations and 35% cover direct costs.

7.3.5. JTF programme authority perceptions of SCO
7.3.5.1. Advantages and issues related to SCO

This section presents respondents’ qualitative inputs regarding advantages brought by
SCOs as well as issues encountered when developing them. This section does not
include an assessment of why programme authorities decided not to use any SCOs
because all responses that passed the quality checked use SCOs.

Figure 57 - Advantages of SCO schemes for JTF programme authorities in 2021-
2027
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The greatest advantage of SCOs for JTF programmes is the reduced administrative
burden (for 48% of respondents this is highly relevant). This is followed by simplified
compliance checking as well as applications for support and implementation. On the
other hand, support from the audit authority was not relevant for 29% of the respondents.
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The survey also mapped issues encountered by programme authorities when developing
the SCO schemes, as seen in the figure below.

Figure 58 - Issues faced in developing SCO schemes for JTF programme
authorities in 2021-2027
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For JTF programme authorities, the legal uncertainty related to SCOs is the most
relevant issue (highly relevant for 22% of respondents). This is followed by a lack of
alternative sources, historical data and resources. However, many respondents (48%)
acknowledged that negative feedback from the audit authority was not an issue.

7.3.5.2. Audit authority involvement in SCO definition

The figure below presents the involvement of the audit authority in the definition of the
SCO schemes developed under JTF.
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Figure 59 - Audit authority involvement in the definition SCOs under JTF in 2021-
2027
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For many SCO schemes developed under JTF, the audit authority completed a formal
ex-ante assessment (53%). However, it was consulted informally or not at all for nearly
half the JTF SCO schemes.

7.4. REGIO Fund beneficiary perceptions of SCOs

The survey of beneficiaries was conducted through July and August 2024 and resulted
in 835 complete answers from respondents who benefited from ERDF/CF/Interreg/JTF
funding. The figure below shows the types of beneficiaries responding to the survey.

Figure 60 — Types of REGIO Funds beneficiaries who responded to the survey
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Around a third of the respondents were public institutions/administrations. In addition,
respectively 20% and 16% of the respondents were research/educational institutions and
enterprises. ‘Other’ includes cultural institutions and foundations.
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The factsheet below presents survey data and shows that the great majority of
respondents (79%) were aware of SCOs (no responses were received regarding the
FNLC). Of those, 68% used SCOs, while 73% received training, workshops, or
guidelines from the managing authority explaining SCOs.

Almost all the REGIO funding beneficiaries who completed the survey and were aware
of SCOs declared that SCOs benefit the project management (90%). For them, reduced
administrative burden is the main benefit (57%), similar to the programme authority
inputs presented in previous sections. In addition, 38% of respondents agreed that SCOs
enabled more focus on the quality and results of the project.

Figure 61 - Data collected through the survey concerning REGIO funding
beneficiaries
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Of the respondents aware of the types of SCOs used in their project, about half (52%)
declared they had used or were using flat rates. Respectively 21% and 17% declared
using lump sums and unit costs.
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GETTING IN TOUCH WITH THE EU

In person

All over the European Union there are hundreds of Europe Direct information
centres. You can find the address of the centre nearest you at:
https://europa.eu/european-union/contact_en

On the phone or by email

Europe Direct is a service that answers your questions about the European
Union. You can contact this service:

— by freephone: 00800 6 7 89 10 11 (certain operators may charge for these
calls),

— at the following standard number: +32 22999696 or

— by email via: https://europa.eu/european-union/contact _en

FINDING INFORMATION ABOUT THE EU

Online

Information about the European Union in all the official languages of the EU is
available on the Europa website at: https://europa.eu/european-union/index_en

EU publications

You can download or order free and priced EU publications at:
https://op.europa.eu/en/publications. Multiple copies of free publications may
be obtained by contacting Europe Direct or your local information centre (see
https://europa.eu/european-union/contact en).

EU law and related documents

For access to legal information from the EU, including all EU law since 1952 in
all the official language versions, go to EUR-Lex at: http://eur-lex.europa.eu

Open data from the EU

The EU Open Data Portal (http://data.europa.eu/euodp/en) provides access to
datasets from the EU. Data can be downloaded and reused for free, for both
commercial and non-commercial purposes.
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[bookmark: _Toc181009731]Background

At the 18th meeting of DG REGIO Transnational Network on Simplification (TN), that will be held in Marseille on 14 and 15 November 2024, six sessions will be dedicated to FNLC in ERDF/CF and JTF programmes:

· Session I.1 – Study on the uptake of SCO and FNLC. Presenting the outcomes of the EC ‘Study on the uptake of Simplified Cost Options (SCO) and Financing Not Linked to Costs (FNLC) for the Common Provisions Regulation (CPR) Funds in the 2014-2020 and 2021-2027 programming periods.

· Session I.2 – State of play of SCO and FNLC. Presenting the state of play of SCO and FNLC proposals under articles 94 and 95 CPR and examples of methodological approaches adopted by ERDF/CF/JTF authorities to design SCO and FNLC. 

· Session I.3 – Simplification in practice. Presenting concrete examples of simplification measures developed by ERDF/CF/JTF authorities and approaches to coordinate the design, implementation and audit of simplification measures at national level.

· Session I.4 – FNLC models. Based on the outcomes of the multi-country workshop held in conjunction with the TN meeting, this session aims to present draft models of FNLC schemes covering the following policy areas relevant for ERDF/CF/JTF programmes:

1. Climate change adaptation & risk prevention

2. Sustainable urban mobility 

3. Digital connectivity, in terms of broadband and/or connectivity of the public sector.

· Session I.5 – Moving forward on FNLC: group discussions. TN members are invited to further develop the draft models of FNLC schemes designed at the multi-country workshop, covering the above policy areas, and to identify key issues that should be addressed for the finalisation of the models and for their transposition into possible tailor-made schemes. 

· Session I.6 – Moving forward on FNLC: panel discussions. The key issues identified during the group discussions are addressed in plenary, in a panel discussion with representatives of the European Commission and TN members.

This note presents the instructions for the group and panel discussions that will be held at the TN meeting. 

		[image: ]In preparation for the meeting, TN members are kindly invited to consult:

· The instructions for group and panel discussions (sessions I.5 and I.6) presented in this note, together with the template to report back on the outcomes of group discussions.

· The (3) draft FNLC models developed by the ESF TN, included in the background documents for the TN meeting, as a possible reference on how FNLC models should be structured[footnoteRef:1]. [1:  The three FNLC models are a product of the ESF Transnational Network on Simplification. Kindly note that: (i) the work on the models is still in progress and (ii) they are circulated to members of DG REGIO TN for information purposes only (i.e., as a reference on how FNLC models should be structured). ] 











[bookmark: _Annex_1_–][bookmark: _Instructions_for_the][bookmark: _Toc97303925][bookmark: _Toc181009732]Instructions for the group and panel discussions

At the 18th meeting of the TN, based on the outcomes of the multi-country workshop, participants will be invited to carry out group discussions on FNLC (session I.5 of the meeting agenda). In particular, TN members will be invited to further develop the draft models of FNLC schemes designed at the multi-country workshop and to identify key issues that should be addressed for the finalisation of the models and for their transposition into possible tailor-made schemes. 

The models will cover the following policy areas relevant for ERDF/CF/JTF programmes:

1. Climate change adaptation & risk prevention

2. Sustainable urban mobility 

3. Digital connectivity, in terms of broadband and/or connectivity of the public sector.

In the subsequent session I.6, the key issues identified during the group discussions will be addressed, in plenary, within a panel discussion with representatives of the European Commission and TN Members.

Rationale and functioning of the group discussions (session I.5)

The rationale of the session is to:

1. Further develop the draft models of FNLC schemes designed at the multi-country workshop.

2. Identify key issues that should be addressed for the finalisation of the models and for their transposition into possible tailor-made schemes under article 95 (Annex V – Appendix 2) of the Common Provisions Regulation (CPR).

Group discussions in session I.5, on 14 November, will be organised as follows:

I. Starting group discussions - at 12:10 participants will be invited to start discussing in groups. 

II. Appointing the group rapporteur – the first task for the group is to appoint one rapporteur who will be invited to collect and report back the key outcomes of the discussion.

III. Carrying out the group exercise – develop an FNLC model - and identify key issues:  

· Each group is invited to further develop one draft FNLC model using the template set out in Annex 1 to this note (Q.1). The policy area assigned to each group is indicated below[footnoteRef:2]: [2:  I.e., groups 1 to 4 will be invited to further develop the FNLC model on ‘Climate change adaptation & risk prevention’, groups 5 to 8 on ‘Sustainable urban mobility’, groups 9 to 12 on ‘Digital connectivity’.] 


· [image: ]Groups 1 – 4: Climate change adaptation & risk prevention

· Groups 5 – 8: Sustainable urban mobility 

· Groups 9 – 12: Digital connectivity, in terms of broadband and/or connectivity of the public sector.

The composition of the groups will be provided before the meeting.

· Participants are also kindly invited to share their issues and doubts around finalisation of the models and on their transposition into possible tailor-made schemes, to be addressed by representatives of the European Commission (Q.2).

· During the exercise, the rapporteur takes note of the outcomes of the group discussion using the templates in Annex 1:

· The template (Q.1) to present the key aspects of the draft FNLC model developed by the group.

· The template (Q.2) to present the key issues and doubts that should be addressed for the finalisation of the models and for their transposition into possible tailor-made schemes under article 95 (Annex V – Appendix 2) of the Common Provisions Regulation (CPR).

IV. Returning the template to the TN coordinator – at 13:00, group rapporteurs will be invited to return the templates by e-mail to: lucasantin.eu@gmail.com. After having submitted the templates, each rapporteur will be kindly invited to join the rapporteurs of the other groups which have worked on the same policy area to prepare the reporting back for the panel discussion (see the instructions in the section below).



Consolidation of outcomes and panel discussion (session I.6)

At the end of the group discussion (at 13:00) each rapporteur will be invited to join the rapporteurs of the other groups which have worked on the same policy area.

During the lunch break, from 13:00 to 14:15, the 3 teams of rapporteurs, each covering one policy area, will be invited to:

· Briefly discuss the key issues and doubts they have noted down during the group exercise in the respective groups.

· Consolidate the outcomes of discussions from the different groups into a unique set of key issues and doubts, relevant for the policy area.

At 14:15, the 3 teams of rapporteurs will be invited to briefly present, in plenary, the consolidated set of key issues and doubts around the policy areas addressed by the respective groups:

· Team 1 (composed of rapporteurs for groups 1-4) will present the key issues and doubts that should be addressed for the finalisation of the model on the policy area “Climate change adaptation & risk prevention” and for its transposition into possible tailor-made schemes. 

· Team 2 (composed of rapporteurs for groups 5-8) will present the key issues and doubts that should be addressed for the finalisation of the model on the policy area “Sustainable urban mobility” and for its transposition into possible tailor-made schemes. 

· Team 3 (composed of rapporteurs for groups 9-12) will present the key issues and doubts that should be addressed for the finalisation of the model on the policy area “Digital connectivity” and for its transposition into possible tailor-made schemes.

The key issues and doubts presented by the 3 teams of rapporteurs will be addressed within a panel discussion with representatives of DG REGIO Unit F.1 ‘Better implementation and closure’ and REGIO-EMPL Joint Audit Directorate for Cohesion. 
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18th meeting of the TN – Session I.5 – Moving forward on FNLC: group discussions

Group N. _ (please indicate the number of your group) _

Q.1 Draft FNLC model

Based on the contents shared in session I.4 and on the background documents circulated before the meeting, and taking into account the key challenges around the development of FNLC schemes in your Member State, you are invited to develop a draft FNLC model relevant for ERDF/CF and JTF programmes in the 2021-2027 programming period. Please indicate the key aspects of the FNLC model in the table below.

		1. Description of the operation type

		



		2. Specific objective(s) 

		



		3. Conditions to be fulfilled or results to be achieved 

		· Condition 1 __________________________

· Condition 2 __________________________

· Condition N __________________________

· Result 1 _____________________________

· Result 2 _____________________________

· Result N _____________________________



		4. Deadline for fulfilment of conditions or results to be fulfilled 

		



		5. Indicator definition 

		· Indicator for condition 1_________________________

· Indicator for condition 2 _________________________

· Indicator for condition N _________________________

· Indicator for result 1 ____________________________

· Indicator for result 2 ____________________________

· Indicator for result N ____________________________



		6. Unit of measurement for conditions to be fulfilled/results to be achieved triggering reimbursement by the Commission 

		· Unit of measurement for condition 1 _________________________

· Unit of measurement for condition 2_________________________

· Unit of measurement for condition N_________________________

· Unit of measurement for result 1 ____________________________

· Unit of measurement for result 2 ____________________________

· Unit of measurement for result N ____________________________





		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements 

				Relevant condition/result

(e.g., Result 1)

		Intermediate deliverable

(e.g., x% of result achieved)

		Envisaged deadline

(e.g., Month 12)



		

		

		



		

		

		



		

		

		



		

		

		



		

		

		



		

		

		









		8. Total amount (including Union and national funding)

		



		9. Adjustment(s) methods

		



		10. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables): 

· Describe what document(s)/system will be used to verify the achievement of the result or condition (and where relevant, each of the intermediate deliverables); 

· describe how management verifications (including on-the-spot) will be carried out, and by whom; 

· describe what arrangements will be made to collect and store relevant data/documents.

		



		11. Use of grants in the form of financing not linked to costs 

Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs? [Y/N] 

		



		12. Arrangements to ensure the audit trail 

Please list the body(ies) responsible for these arrangements

		











[bookmark: _Annex_V_–]Q.2 Key issues and doubts

Based on the outcomes of the group exercise, please indicate in the table below the key issues and doubts that should be addressed for the finalisation of the models and for their transposition into possible tailor-made schemes under article 95 (Annex V – Appendix 2) of the Common Provisions Regulation (CPR), in order of priority.

		Key issues and doubts



		First issue (highest priority) __________________



		Second issue: ___________________



		Third issue: ____________________



		……………….



		……………….
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1. [bookmark: _Toc178774693]Draft FNLC model in the area of employment

		1. Description of the operation type 

		Rationale: to increase the number of individuals (or % of the target population) receiving active labour market measures and the number of individuals (or % of the target population) gaining employment at the end of the path. 





Potential eligible activities and target groups: 

Active labour market measures targeting unemployed persons, such as:

· Counselling and job-search assistance 

· Career guidance

· Training

· Allowances to participants

· Subsidies to employers

· Any other measures deemed relevant, taking into account the institutional and legal framework in the Member State.

The definition of the target groups (e.g. long-term unemployed), of the measures to be implemented within the scheme) and of the relevant outcomes and results (e.g. “employed participants”) should be defined by the Member State according to: (i) the provisions established at national level and (ii) the priorities of the ESF+ programme under which the scheme is developed. 



The conditions for reimbursement and respective amounts to be reimbursed can be established on the basis of: data from national PES registers, statistical data, historical data from ESF programmes.







		2. Specific objective(s) 

		(a) improving access to employment and activation measures for all jobseekers, in particular young people, especially through the implementation of the Youth Guarantee, for long-term unemployed and disadvantaged groups on the labour market, and for inactive people, as well as through the promotion of self-employment and the social economy.



		3. Conditions to be fulfilled or results to be achieved 

		Condition 1 - Target number of individuals (or % of the target population) receiving active labour market measures. The eligible types of measures and the minimum set of measures to be provided to each individual are to be set by the Member State. 

Result 1 – Target number of individuals (or % of the target population) gaining employment at the end of the path. Requirements in terms of durability (e.g. at least 3 months in employment) as well as the list of documents to be provided to demonstrate the achievement of the result are to be defined according to national legislation. 

(Recommended to link the conditions to the common and/or programme-specific indicator)

Note:

It is important to note that only the individuals who gain employment at the end of the path of active labour market measures covered by the scheme can be counted for the achievement of result 1. 



		4. Deadline for fulfilment of conditions or results to be fulfilled 

		The final deadline for achieving the final results is the end of the programming period.  



		5. Indicator definition 

		· Individuals (or % of the target population) receiving active labour market measures

· Individuals (or % of the target population) gaining employment at the end of the path

(Recommended to link the FNLC indicators to the common and/or programme-specific indicator)



		6. Unit of measurement for conditions to be fulfilled/results to be achieved triggering reimbursement by the Commission 

		· Number of individuals (or % of the target population) receiving active labour market measures

· Number of individuals (or % of the target population) gaining employment at the end of the path



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements 

		1. Number of individuals (or % of the target population) receiving active labour market measures



		

		· xxxxx individuals (or % of the target population) by (indicative date) Year 1 as per the yearly implementation report, presenting data on individuals who have received active labour market measures in the concerned year.

· yyyy individuals (or % of the target population) by (indicative date) Year 2 as per the yearly implementation report, presenting data on individuals who have received active labour market measures in the concerned year.

· …… 

· zzzzz individuals (or % of the target population) by Year N as per the final implementation report, presenting data on individuals who have received active labour market measures in the concerned year

Notes

The number of individuals (or % of the target population) and the periodicity (e.g. yearly, twice a year) of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).

It should be noted that the deadlines indicated in this model are intended as “indicative” (as specified in the template set out in Appendix 2). Therefore, unless the Member State add other conditionalities, failing to meet a target by a specified deadline does not imply a loss of funding, as the MA can still achieve the target in a subsequent period (to the extent that the target is reached before the final deadline included in the scheme).



		

		2. Number of individuals (or % of the target population) gaining employment at the end of the path



		

		· xxxxx individuals or % of the target population) by (indicative date) Year 1 as per the yearly assessment report, presenting data on individuals who have gained employment in the concerned year.

· yyyy individuals (or % of the target population) by (indicative date) Year 2 as per the yearly assessment report, presenting data on individuals who have gained employment in the concerned year.

· …… 

· zzzzz individuals (or % of the target population) by Year N as per the final assessment report, presenting data on individuals who have gained employment in the concerned year

Notes

The number of individuals (or % of the target population) and the periodicity (e.g. yearly, twice a year) of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).

It should be noted that the deadlines indicated in this model are intended as “indicative” (as specified in the template set out in Appendix 2). Therefore, unless the Member State add other conditionalities, failing to meet a target by a specified deadline does not imply a loss of funding, as the MA can still achieve the target in a subsequent period (to the extent that the target is reached before the final deadline included in the scheme).



		

		



		8. Total amount (including Union and national funding)

		To be defined by Member States



		9. Adjustment(s) methods

		Due to the multiannual timeline of the framework set-up Member States can envisage to take macro-economic indicators into account for adjustment e.g. Consumer Price Index (CPI).

Note: The adjustment method and calculation is defined by the MS, taking into account well-established adjustment methods such as the CPI, labour cost index or any other publicly available index or evidence-based methods.   





		10. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables): 

· Describe what document(s)/system will be used to verify the achievement of the result or condition (and where relevant, each of the intermediate deliverables); 

· describe how management verifications (including on-the-spot) will be carried out, and by whom; 

· describe what arrangements will be made to collect and store relevant data/documents.



		To verify the achievement of the result and intermediate deliverables, the following document(s)/system will be used: 

· Number of individuals receiving active labour market measures and number of individuals gaining employment at the end of the path: the number of individuals would be tracked in the digital infrastructure of the national Public Employment Services (PES) system. The institution responsible for running the digital infrastructure will produce numerical reports for each intermediate deliverable and the final target number defined.

Note:

This section will be further developed based on the outcomes of the multi-country workshop on 16 October and of the 25th meeting of the ESF Transnational Network on Simplification.



		11. Use of grants in the form of financing not linked to costs 

Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs? [Y/N] 

		Y 



Note

The grant provided to beneficiaries may take other forms than FNLC. However, it is strongly recommended to use the same form of reimbursement also towards beneficiaries.





		12. Arrangements to ensure the audit trail 

Please list the body(ies) responsible for these arrangements

		A high-quality digital infrastructure can ensure the production of numerical reports for each intermediate deliverable. The responsible bodies for implementing and monitoring the FNLC scheme may vary depending on the specific Member State. 

Bodies responsible to ensure the audit trail could be, for example: 

· Ministry for Labour/Employment or National PES Agency responsible for overseeing the implementation of the scheme. 

· Implementing institutions responsible for producing numerical reports for intermediate deliverables and the final target number, and submitting yearly implementation reports and the final implementation report to the European Commission.

· Where applicable: audit and evaluation agencies to verify the accuracy of the reports submitted by implementing institutions and assess the intermediate and final results of the scheme.










2. [bookmark: _Draft_FNLC_model_2][bookmark: _Toc178774694]Draft FNLC model in the area of education

		1. Description of the operation type 

		

Rationale: to modernise the national education system, by reforming national curricula, improving and diversifying the teaching and learning environment and supporting professional development of teachers.



Potential eligible activities: 

The definition of the measures to be implemented within the scheme (e.g. trainings) and of the relevant outcomes and results (e.g. “education professionals obtaining qualifications”) should be defined by the Member State according to: (i) the provisions established at national level and (ii) the contents of the ESF+ programme under which the scheme is developed. 



The conditions for reimbursement and respective amounts to be reimbursed can be established on the basis of: data from national Ministry of Education, statistical data, market researches, historical data from ESF programmes.







		2. Specific objective(s) 

		(e) improving the quality, inclusiveness, effectiveness and labour market relevance of education and training systems including through validation of non-formal and informal learning, to support acquisition of key competences including entrepreneurial and digital skills, and by promoting the introduction of dual-training systems and apprenticeships.



		3. Conditions to be fulfilled or results to be achieved 

		Condition 1 – Establishing the legal and institutional framework for the modernisation of the national education system.  

Condition 2 – Implementing action plans for improving and diversifying the teaching and learning environment. The eligible types of actions and the minimum set of actions to be implemented are to be set by the Member State 



Condition 3 – Education professionals obtaining qualifications at the end of their trainings. Requirements in terms of duration of the trainings (e.g. at least 20 hours) and qualifications to be obtained (e.g. registration, attendance, certificate) as well as the list of documents to be provided to demonstrate the achievement of the result are to be defined according to national legislation.  

(Recommended to link the conditions to the common and/or programme-specific indicator)



		4. Deadline for fulfilment of conditions or results to be fulfilled 

		The final deadline for achieving the final results is the end of the programming period.  



		5. Indicator definition 

		· Legal and institutional framework for the modernisation of the national education system established

· Action plans for improving and diversifying the teaching and learning environment implemented

· Education professionals obtaining qualifications at the end of their trainings

(Recommended to link the FNLC indicators to the common and/or programme-specific indicator)



		6. Unit of measurement for conditions to be fulfilled/results to be achieved triggering reimbursement by the Commission 

		· Number of legal and institutional framework for the modernisation of the national education system established

· Number of action plans for improving and diversifying the teaching and learning environment implemented

· Number of education professionals obtaining qualifications at the end of their trainings



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements 

		Condition 1 – Establishing the legal and institutional framework for the modernisation of the national education system 



		

		· Formal adoption of legal act(s) reforming the national curricula

· Formal adoption of the strategy for the modernisation of the education system and of the action plans for improving and diversifying the teaching and learning environment, setting out the key tasks and responsibilities involved in the execution of the action plans.

Notes

The number and the periodicity of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).



		

		Condition 2 – Implementing action plans for improving and diversifying the teaching and learning environment



		

		· Annual progresses of the implementation of the action plans for improving and diversifying the teaching and learning environment

Notes

The number and the periodicity of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).



		

		Condition 3 – Education professionals obtaining qualifications at the end of their trainings 



		

		Number of education professionals receiving trainings and obtaining qualifications:

· xxxxx education professionals obtaining qualifications by (indicative date) Year 1.

· yyyy education professionals obtaining qualifications by (indicative date) Year 2.

· …… 

· zzzzz education professionals obtaining qualifications by Year N.

Notes

The number of education professionals and the periodicity (e.g. yearly, twice a year) of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).

It should be noted that the deadlines indicated in this model are intended as “indicative” (as specified in the template set out in Appendix 2). Therefore, unless the Member State add other conditionalities, failing to meet a target by a specified deadline does not imply a loss of funding, as the MA can still achieve the target in a subsequent period (to the extent that the target is reached before the final deadline included in the scheme).



		

		· 



		

		· 



		

		



		8. Total amount (including Union and national funding)

		To be defined by Member States



		9. Adjustment(s) methods

		Due to the multiannual timeline of the framework set-up Member States can envisage to take macro-economic indicators into account for adjustment e.g. Consumer Price Index (CPI).

Note: The adjustment method and calculation is defined by the MS, taking into account well-established adjustment methods such as the CPI, labour cost index or any other publicly available index or evidence-based methods.   





		10. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables): 

· Describe what document(s)/system will be used to verify the achievement of the result or condition (and where relevant, each of the intermediate deliverables); 

· describe how management verifications (including on-the-spot) will be carried out, and by whom; 

· describe what arrangements will be made to collect and store relevant data/documents.



		To verify the achievement of the result and intermediate deliverables, the following document(s)/system will be used: 

· Formal adoption of legal act(s) reforming the national curricula and Formal adoption of the strategy for the modernisation of the education system and of the action plans for improving and diversifying the teaching and learning environment. Full text of the legal act(s) and of the strategy and action plans published in an official government publication or website.

· Annual progress reports on the implementation of the action plans for improving and diversifying the teaching and learning environment

· Annual reports on the trainings provided to education professionals with the list of trainees who have obtained qualifications

Note:

This section will be further developed based on the outcomes of the multi-country workshop on 16 October and of the 25th meeting of the ESF Transnational Network on Simplification.



		11. Use of grants in the form of financing not linked to costs 

Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs? [Y/N] 

		Y 

Note

The grant provided to beneficiaries may take other forms than FNLC. However it is strongly recommended to use the same form of reimbursement also towards beneficiaries.





		12. Arrangements to ensure the audit trail 

Please list the body(ies) responsible for these arrangements

		Regarding the legal act(s) reforming the national curricula depending on national practices, this could be for example the publication in the Official Journal.

The strategy for the modernisation of the education system and of the action plans for improving and diversifying the teaching and learning environment will be available online.

A high-quality digital infrastructure can ensure the production of numerical reports for each intermediate deliverable. The responsible bodies for implementing and monitoring the FNLC scheme may vary depending on the specific Member State. 

Bodies responsible to ensure the audit trail could be, for example: 

· Ministry for Education and/or other institutions responsible for overseeing the implementation of the scheme. 

· Implementing institutions responsible for producing numerical reports for intermediate deliverables and the final target number, and submitting yearly implementation reports and the final implementation report to the European Commission.

· Where applicable: audit and evaluation agencies to verify the accuracy of the reports submitted by implementing institutions and assess the intermediate and final results of the scheme.








3. [bookmark: _Sample_FNLC_model][bookmark: _Toc178774695]Draft FNLC model in the area of social inclusion

		1. Description of the operation type 

		

Rationale: to set up integrated community centres providing social-care and health-care services to vulnerable persons in marginalised communities.



Potential eligible activities and target groups:

The definition of the target groups (e.g. homeless, people), of the services to be implemented within the scheme (e.g. medical assistance etc..) and of the relevant outcomes and results (e.g. “vulnerable persons benefiting from services provided”) should be defined by the Member State according to: (i) the provisions established at national level and (ii) the contents of the ESF+ programme under which the scheme is developed. 



The conditions for reimbursement and respective amounts to be reimbursed can be established on the basis of: data from Ministries of Social Affairs and Health, statistical data, market surveys, historical data from ESF programmes.







		2. Specific objective(s) 

		(k) enhancing equal and timely access to quality, sustainable and affordable services, including services that promote the access to housing and person-centred care including healthcare; modernising social protection systems, including promoting access to social protection, with a particular focus on children and disadvantaged groups; improving accessibility including for persons with disabilities, effectiveness and resilience of healthcare systems and long-term care services;





		3. Conditions to be fulfilled or results to be achieved 

		Condition 1: Establishing the technical and institutional framework of the intervention.  

Condition 2: Establishing Integrated Community Centres and developing tailored action plans for each centre. The minimum requirements for establishing an Integrated Community Centre and the minimum content of an action plan are to be set by the Member State.  

Condition 3: Operators of the integrated community centres obtaining a qualification. Requirements in terms of duration of the trainings (e.g. at least 20 hours), specific qualifications to be obtained are to be set by the Member State.  



Condition 4:  Vulnerable persons benefiting from services provided by the Integrated Community Centres. The eligible types of services and the minimum set of services to be provided to each person, as well as the list of documents to be provided to demonstrate the achievement of the result, are to be set by the Member State.

(Recommended to link the conditions to the common and/or programme-specific indicator)



		4. Deadline for fulfilment of conditions or results to be fulfilled 

		The final deadline for achieving the final results is the end of the programming period.  



		5. Indicator definition 

		· Technical and institutional framework of the intervention established

· Integrated Community Centres established and tailored action plans for each centre developed 

· Operators of the integrated community centres obtaining a qualification

· Vulnerable persons benefiting from services provided by the Integrated Community Centres 

(Recommended to link the FNLC indicators to the common and/or programme-specific indicator)



		6. Unit of measurement for conditions to be fulfilled/results to be achieved triggering reimbursement by the Commission 

		· Number of technical and institutional framework of the intervention 

· Number of Integrated Community Centres established and tailored action plans for each centre developed 

· Number of operators of the integrated community centres obtaining a qualification

· Number of vulnerable persons benefiting from services provided by the Integrated Community Centres 





		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements 

		Condition 1: Establishing the technical and institutional framework of the intervention 



		

		· Strategy and implementation plan for the intervention formally adopted by competent Ministries





		

		Condition 2: Establishing Integrated Community Centres established and developing tailored action plans for each centre 



		

		Number of Integrated Community Centres established (with formal decision of relevant Municipalities), with respective action plans approved by competent Ministries:

· xxxxx centres established by (indicative date) Year 1.

· yyyy centres established by (indicative date) Year 2.

· …… 

· zzzz centres established by Year N.

Notes

The number of individuals Integrated Community Centres established with respective action plans approved by competent Ministries and the periodicity (e.g. yearly, twice a year) of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).

It should be noted that the deadlines indicated in this model are intended as “indicative” (as specified in the template set out in Appendix 2). Therefore, unless the Member State add other conditionalities, failing to meet a target by a specified deadline does not imply a loss of funding, as the MA can still achieve the target in a subsequent period (to the extent that the target is reached before the final deadline included in the scheme).



		

		Condition 3: Operators of the integrated community centres obtaining a qualification



		

		Number of operators of the integrated community centres receiving trainings and obtaining qualifications:

· xxxxx operators obtaining qualifications by (indicative date) Year 1.

· yyyy operators obtaining qualifications by (indicative date) Year 2.

· …… 

· zzzz operators obtaining qualifications by Year N.

Notes

The number of operators (or % of the target population) and the periodicity (e.g. yearly, twice a year) of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).

It should be noted that the deadlines indicated in this model are intended as “indicative” (as specified in the template set out in Appendix 2). Therefore, unless the Member State add other conditionalities, failing to meet a target by a specified deadline does not imply a loss of funding, as the MA can still achieve the target in a subsequent period (to the extent that the target is reached before the final deadline included in the scheme).



		

		Condition 4:  Vulnerable persons benefiting from services provided by the Integrated Community Centres 



		

		Number of vulnerable persons receiving a minimum set of services provided by integrated community centres:

· xxxxx vulnerable persons receiving services provided by the Integrated Community Teams by (indicative date) Year 1.

· yyyy vulnerable persons receiving services provided by the Integrated Community Teams by (indicative date) Year 2.

· …… 

zzzzz vulnerable persons receiving services provided by the Integrated Community Teams by Year N.

Notes

The number of vulnerable persons (or % of the target population) and the periodicity (e.g. yearly, twice a year) of the interim deliverables are to be determined by the managing authority (MA). In doing so, the MA should balance the trade-off between mitigating risk and keeping the scheme simple (and sustainable).

It should be noted that the deadlines indicated in this model are intended as “indicative” (as specified in the template set out in Appendix 2). Therefore, unless the Member State add other conditionalities, failing to meet a target by a specified deadline does not imply a loss of funding, as the MA can still achieve the target in a subsequent period (to the extent that the target is reached before the final deadline included in the scheme).



		

		



		8. Total amount (including Union and national funding)

		To be defined by Member States



		9. Adjustment(s) methods

		Due to the multiannual timeline of the framework set-up Member States can envisage to take macro-economic indicators into account for adjustment e.g. Consumer Price Index (CPI).

Note: The adjustment method and calculation is defined by the MS, taking into account well-established adjustment methods such as the CPI, labour cost index or any other publicly available index or evidence-based methods.   





		10. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables): 

· Describe what document(s)/system will be used to verify the achievement of the result or condition (and where relevant, each of the intermediate deliverables); 

· describe how management verifications (including on-the-spot) will be carried out, and by whom; 

· describe what arrangements will be made to collect and store relevant data/documents.



		To verify the achievement of the result and intermediate deliverables, the following document(s)/system will be used: 

· Document setting out the strategy and implementation plan for the intervention formally adopted by competent Ministries

· Administrative acts, adopted by Municipalities, establishing the Integrated Community Centres and appointing the Integrated Community Teams, based on the relevant action plans

· Progress reports presenting the state of play of implementation of the action plans

· Annual reports on the trainings provided to the operators of the Community Centres with the list of trainees who have obtained qualifications

· Periodic reports with annexes (e.g. abstracts from relevant IT system(s)) providing evidence of the provision of services to vulnerable persons by the Integrated Community Teams



Note:

This section will be further developed based on the outcomes of the multi-country workshop on 16 October and of the 25th meeting of the ESF Transnational Network on Simplification.





		11. Use of grants in the form of financing not linked to costs 

Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs? [Y/N] 

		Y 

Note

The grant provided to beneficiaries may take other forms than FNLC. However it is strongly recommended to use the same form of reimbursement also towards beneficiaries.





		12. Arrangements to ensure the audit trail 

Please list the body(ies) responsible for these arrangements

		Document setting out the strategy and implementation plan for the intervention formally adopted by competent Ministries will be available online.

Administrative acts formally adopted by Municipalities to establish the Integrated Community Centres will be subject to the standard rules for publicity of administrative acts in force in the Member State. 



A high-quality digital infrastructure can ensure the production of numerical reports for each intermediate deliverable. The responsible bodies for implementing and monitoring the FNLC scheme may vary depending on the specific Member State. 

Bodies responsible to ensure the audit trail could be, for example: 

· Ministry for Social Affairs and/or other institutions responsible for overseeing the implementation of the scheme. 

· Implementing institutions responsible for producing numerical reports for intermediate deliverables and the final target number, and submitting yearly assessment reports and the final assessment report to the European Commission.

· Where applicable: audit and evaluation agencies to verify the accuracy of the reports submitted by implementing institutions and assess the intermediate and final results of the scheme.
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PREAMBLE

This document provides technical guidance on costs declared on the basis of unit costs, lump sums and flat-rate
financing (hereinafter referred to as ‘simplified cost options’ or SCOs) applicable to the Funds covered by
Regulation (EU) 2021/1060! (Common Provisions Regulation — hereinafter referred to as ‘CPR’) and aims at
sharing good practices with a view to encouraging Member States to use them. It covers the possibilities offered
by the legal framework of the CPR for the 2021-2027 programming period and takes into account legislative
changes introduced by Regulation (EU) 2021/1060 as compared to the 2014-2020 programming period, in
particular, the possibility of reimbursing the Union contribution to a programme in the form of simplified cost
options.

Following the entry into force of Regulation (EU) 2021/1060, the guidance covers the reimbursement of the
grants provided to beneficiaries by the Member States in the form of simplified cost options or a combination
of different modes of reimbursement according to Article 53(1)(b), (c), (d) and (e) CPR, as well as the
reimbursement of the Union contribution to a programme in the form of simplified cost options or a
combination of different forms according to Article 51(c), (d), (e) and (f) CPR.

This guidance also includes further clarifications based on questions posed by Member States and stakeholders
that relate or are relevant for the 2021-2027 programming period.

! Regulation (EU) 2021/1060 of the European Parliament and of the Council of 24 June 2021 laying down common provisions on the European
Regional Development Fund, the European Social Fund Plus, the Cohesion Fund, the Just Transition Fund and the European Maritime,
Fisheries and Aquaculture Fund and financial rules for those and for the Asylum, Migration and Integration Fund, the Internal Security Fund
and the Instrument for Financial Support for Border Management and Visa Policy , OJ L 231, 30.6.2021, p. 159.
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CHAPTER 1: INTRODUCTION TO SIMPLIFIED COST OPTIONS

1.1. WHAT ARE SIMPLIFIED COST OPTIONS AND WHY USE THEM?

Simplified cost options are amounts or percentages, defined ex ante, that represent the best possible
approximation of actual (real) eligible costs incurred in practice when implementing an operation. Therefore,
they are an alternative method for reimbursing the eligible costs of an operation, as opposed to the traditional
method where costs actually incurred by the beneficiary and paid and are justified by invoices or payment slips
(Article 53(1)(a) CPR, hereinafter referred to as “real costs”) are reimbursed.

———  costs and burden for managing authorities and for beneficiaries.

With simplified cost options, the tracing of every euro of co-financed expenditure to individual

Ii supporting documents is no longer required; the use of SCOs significantly alleviates the administrative
-

Q the management of the CPR Funds can focus on the achievement of policy objectives as less

/ Using simplified cost options means that the human resources and administrative efforts involved in
@
resources are needed for collecting and verifying (financial) documents.

Simplified cost options facilitate access to the Funds also for small beneficiaries thanks to the

% simplification of the management process. In addition, beneficiaries observe simplified and less time-
consuming processes during the life span of their projects, from the application for funding to the
reimbursement of their expenditure (e.g. less costs and time needed to prepare the application for
funding, less supporting documents needed, lower risk of providing incorrect or missing
documentation, faster reimbursement of expenditure).

Finally, simplified cost options contribute to a more efficient and correct use of the CPR Funds (lower

error rate). For many years, the European Court of Auditors has repeatedly recommended to the
b Commission to encourage and extend the use of simplified cost options, especially as they are less
prone to errors?. The European Court of Auditors’ briefing paper on “Simplification in post-2020
delivery of Cohesion Policy” echoed such views, recommending to increase the possibility to use SCOs

also to reduce administrative costs and burden?3.

1.2. WHERE BEST TO USE SIMPLIFIED COST OPTIONS

Beyond the cases where the use of simplified cost options is mandatory (see section 1.4 below), the use of SCOs
is strongly recommended specifically for operations for which one or more of the following criteria regarding
feasibility and relevance are met:

=  For operations where real costs are difficult and/or burdensome to verify (many supportive documents
for small amounts with little or no singular impact on the expected output of the operations, complex
apportionment keys, etc.);

=  Where reliable historical or statistical data on financial and quantitative implementation of similar
operations are easily available as a basis to build sound calculation methods;

=  For operations belonging to a standard framework, such as repetitive activities with stable terms of
conditions and standard forms of implementation;

2 See for instance European Court of Auditors - Simplification in post-2020 delivery of Cohesion Policy, Briefing Paper, May 2018; ECA Annual
Report concerning the financial year 2011, Chapter 6, paragraph 30; ECA Annual report concerning the financial year 2012, Chapter 6,
paragraph 42; ECA Annual Report Annual report concerning the financial year 2014, Chapter 6, paragraph 79; ECA Annual Report Annual
report concerning the financial year 2018, Chapter 6, paragraph 24; ECA Annual Report Annual report concerning the financial year 2020,
Chapter 5, paragraph 23; ECA Annual Report Annual report concerning the financial year 2021, Chapter 5, paragraph 23.
3https://www.eca.europa.eu/Lists/ECADocuments/BRP_Cohesion_simplification/Briefing paper Cohesion_simplification EN.pdf.
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=  Where SCO methods already exist for similar types of operations under a nationally funded scheme or
under EU policies.

Establishing SCOs necessitates investment of time and resources. This should be considered when designing a
new methodology. If this investment contradicts the simplification objectives of SCOs, alternative
reimbursement methods may be more appropriate.

1.3. USE OF SIMPLIFIED COST OPTIONS AT TWO LEVELS OF REIMBURSEMENT

In line with the legal framework for the 2021-2027 programming period, simplified cost options can be used at
two reimbursement levels:

= reimbursement of the Union contribution by the Commission to the Member States’ programmes (the
“upper level”) and
= reimbursement of grants provided by the Member States to beneficiaries (the “lower level”).

USE OF SCOS AT THE “UPPER LEVEL”

The Union contribution to a programme may be reimbursed in the form of simplified cost options in accordance
with Article 51(c), (d) and (e) CPR.

The simplified cost options must be established by:

1. the Commission decision approving the programme or its amendment (Article 94(3) CPR), or
2. adelegated act adopted by the Commission (Article 94(4) CPR).

In the first case, Member States should submit a proposal to the Commission in accordance with Appendix 1 of
Annexes V and VI of the CPR, as part of the programme submission or of a request for its amendment. The audit
authority of that programme is required to provide a positive ex-ante assessment* of the calculation method
and amounts and of the arrangements to ensure the verification, quality, collection and storage of data.

The use of SCOs at the “upper level” is not automatically linked to the use of SCOs at the “lower level”. If the
reimbursement of the Union contribution is based on SCOs approved in the programme or in a delegated act,

the reimbursement of the beneficiary may take any form of support (Article 94(3) CPR).

[@ To reach full simplification, it is however recommended that the SCOs used at the “upper level” are
also used at the “lower level”, i.e., when reimbursing grants to beneficiaries.

|ll

Member States are not obliged to use SCOs at the “upper level”. The Union contribution to the programme can

be based on any form of reimbursement of support provided to beneficiaries (Article 51(b) CPR).

USE OF SCOS AT THE “LOWER LEVEL”

Simplified cost options may only be used in the case of operations financed through grants (Article 53(1) CPR).
SCOs cannot be used for financial instruments and prizes. SCOs used for the reimbursement of grants provided
by Member States to beneficiaries are not included in the programme through Appendix 1 of Annexes V and VI
of the CPR and are not subject to the Commission’s approval.

The ex-ante assessment by the audit authority is not required for SCOs used at the” lower level” but
[ﬁb it is highly recommended.

4 According to Annexes V (or VI), Appendix 1, section C, point 5 of the CPR.
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Simplified cost options are forms of grants according to Article 53 CPR. The provisions on grants,

1]

including provisions concerning simplified cost options, are not applicable to the support provided in
the form of grants combined in a single financial instrument operation according to Article 58(5) CPR;

the combined support follows the FI rules. However, in case a grant is combined with a financial

instrument in two separate operations, simplified cost options can be used for the part of the support which is

provided in the form of a grant. Simplified cost options cannot be used in case the support to an operation is

provided in the form of a prize.

KEY SIMILARITIES AND DIFFERENCES BETWEEN SCOS USED AT THE

“LOWER” LEVEL

“UPPER” OR ONLY AT

SCOs used at the “upper level” SCOs used only at the “lower level”

Type of SCOs used

Commission’s role
in setting up the
SCOs

Audit authority’s
role in setting up
the SCOs

Allowed
methodology

Reimbursement
level

Unit costs, flat-rate financing and lump sums

The SCOs are adopted by the Commission:

1) in the decision approving the
programme or its amendment on the basis
of a proposal submitted by the Member
States in accordance with the template set
out in Appendix 1 of Annexes V and VI CPR
(Article 94(3) CPR) or

2) by means of a delegated act (Article
94(4) CPR).

An  ex-ante assessment of the
methodology by the audit authority is
mandatory for the SCOs set up by
Commission decision approving the
programme or its amendment (Article
94(3) CPR and Annex V (or Annex VI),
Appendix 1, section C, point 5 of the CPR)

Calculation based on a fair, equitable and
verifiable method (e.g., statistical and
historical data).

Draft budget.

Use of existing EU or national schemes for
similar types of operations.

Member State is reimbursed by the
Commission (“upper level”) on the basis of
the SCO approved by the Commission
decision approving the programme or its
amendment or set out in the delegated
act.

The SCO and methodology are defined by
Member States without any mandatory
involvement of the Commission.

The ex-ante assessment of the
methodology by the audit authority is not
mandatory but highly recommended.

Calculation based on a fair, equitable and
verifiable method (e.g., statistical and
historical data).

Draft budget (if the total cost of the
operation does not exceed EUR 200 000).

Use of existing EU or national schemes for
similar types of operations.

Use of rates and methodologies
established by or on the basis of the CPR
or Fund-specific regulations.

The Member State reimburses the
beneficiary (“lower level”) in the form of a
SCO and the same expenditure is declared

to the Commission.
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Scope of
management
verifications and
audit

Management

verifications and

audit do NOT cover

Fulfiilment of the conditions for
reimbursement set out in Appendix 1 of
Annexes V and VI CPR.

Underlying real costs (except for the real
costs used as a basis for calculating flat
rate financing)

The methodology used to set out the SCO,
adopted either by the Commission
decision approving the programme or its

The methodology used to set up the SCOs>
and the application of the SCO
methodology.

Underlying real costs (except for the real
costs used as a basis for calculating flat
rate financing).

The calculation method used to set-up the
“off the shelf” flat rates (except for Article
54, first paragraph, point (c) CPR).

amendment, or by delegated act.
y & Please see also Chapter 6.

Please see also Chapter 6.

1.4. OPTIONAL AND MANDATORY USE OF SIMPLIFIED COST OPTIONS

THE PRINCIPLE: OPTIONAL USE OF SIMPLIFIED COST OPTIONS

The use of simplified cost options is optional for the Member States at “upper level” and “lower level”, with the
exception of Article 53(2) CPR described below in this section. At “upper level, once the Commission adopts a
decision approving SCOs in the programme, the Union contribution to the Member State is reimbursed in this
form and cannot be claimed by the Member State on the basis of Article 51(b) CPR, i.e., on the basis of support
paid to the beneficiary. At the “lower level”, the managing authority, or the monitoring committee in the case
of Interreg programmes, decides on whether to use SCOs or not in a call for proposals, by defining the categories
of costs and/or types of operations to which these SCOs apply. To ensure the respect of the principles of
transparency and equal treatment of beneficiaries, the scope of the simplified cost options to be applied, i.e.,
categories of costs or types of operations for which they will be available, should be specified and published (in
the call for proposals, programme rules or national rules).

THE EXCEPTION: CASES WHERE THE USE OF SIMPLIFIED COST OPTIONS IS MANDATORY

In accordance with the first subparagraph of Article 53(2) CPR, where the total cost of an operation does not
exceed EUR 200 000 the contribution provided to the beneficiary from the ERDF, the ESF+, the JTF, the AMIF,
the ISF and the BMVI should take the form of unit costs, lump sums or flat rates, with the exceptions mentioned
below. The purpose of this provision is to limit controls on real costs because such controls would not be cost
efficient considering the low value of these operations.

For small projects financed through small project funds within an Interreg programme (Article 25(6) Interreg
Regulation®), the contribution from ERDF has to take the form of simplified cost options where the public
contribution to a final recipient implementing the small project does not exceed EUR 100 000 except for
operations for which the support constitutes State aid.

5 For further details, see Chapter 6 of this document on Management Verifications and Audit.

6 Regulation (EU) 2021/1059 of the European Parliament and of the Council of 24 June 2021 on specific provisions for the European territorial
cooperation goal (Interreg) supported by the European Regional Development Fund and external financing instruments, OJ L 231, 30.6.2021,
p. 94.
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The costs to be considered for the application of Article 53(2) CPR are the ones planned at the signature of the
document setting out the conditions for support for the operation.” The costs actually incurred in the
implementation of the operation or of the small project are not relevant since these are no longer part of the
cost calculation and reimbursement method of the operation or of the small project.

The mandatory use of simplified cost options applies at the level of support granted by the Member States to
beneficiaries, therefore at the level of the operation to be co-financed and beneficiary, within the meaning of
Article 2 CPR. For small project funds in Interreg programmes (see above), the mandatory use of simplified cost
options applies at the level of the support granted by the beneficiary managing the small project fund to final
recipients.

The mandatory use of SCO also applies in cases of grants provided by Member States to beneficiaries in technical
assistance operations where the total cost of such operations does not exceed EUR 200 000. Therefore, there is
no exemption from the mandatory use of SCOs provided for technical assistance operations.®

The requirement of mandatory use of SCOs does not apply to®:

=  Operations receiving support which constitutes State aid. De minimis aid does not constitute State aid
and, therefore, operations receiving only de minimis aid fall under Article 53(2) CPR, i.e. the mandatory
use of SCOs. However, in case of combination of State aid and de minimis aid in the same operation,
the mandatory use of SCOs does not apply.

=  The managing authority may agree to exempt some operations in the area of research and innovation
from the requirement set out in Article 53(2) first subparagraph CPR, provided that the monitoring
committee has given prior approval for such an exemption. The CPR does not specify criteria for such
exemption. It is therefore up to the managing authority to propose such exemption and to ensure it is
approved by the monitoring committee.

When the obligation to use simplified cost options applies, it relates to all categories of costs of an operation,
with two exceptions on the basis of Article 53(2) CPR:

(1) The categories of costs, to which a flat rate is applied, may be calculated on the basis of real costs. For
example, in case the flat rate of up to 15 % for indirect costs set out in Article 54, first paragraph, point
(b) CPR is used (with eligible direct staff costs as a basis to which a flat rate is applied), the eligible
direct staff costs may be declared on the basis of real costs (but direct costs other than direct staff
costs have to be covered by SCOs). In case the flat rate of up to 7% for indirect costs set out in Article
54, first paragraph, point (a) CPR is used, the eligible direct costs may be declared on the basis of real
costs.

(2) Allowances and salaries paid to participants may be reimbursed on the basis of costs actually incurred.

These exceptions are exhaustive.

7 For the non-euro Member States, the conversion into EUR should be made on the basis of the amounts defined in the document setting
out the conditions for support, by using the monthly exchange rate of the Commission (InforEuro) for the month during which the document
was signed.

8 The mandatory use of SCOs applies to the “lower level”, including when the Union contribution for technical assistance in a Member State
is made pursuant to Article 51(e) CPR in accordance with Article 36(3) CPR.

9 However, SCOs may be used in these operations although their use is not mandatory. For the use of SCOs in operations receiving State aid
that fall into the scope of the GBER, see also section 5.2.
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Possible examples to ensure compliance with the requirements of mandatory use of SCOs using SCOs

established by the CPR

Use of Article 54, first paragraph,
point (a) or (c) CPR

Use of Article 54, first paragraph,
point (b) CPR

Use of Article 56(1) and (2) CPR

Indirect costs = up to 7 % of eligible
direct costs (no calculation
method required) or up to 25% of
eligible direct costs (a fair,
equitable and verifiable
calculation method is required, or
a flat rate established pursuant to
Article 67(5)(a) of Regulation
1303/2013 for a similar operation)

Direct costs = real costs'®

Indirect costs = up to 15% of
eligible direct staff costs (no
calculation method required)

Direct staff costs = real costs'?

All other direct costs (if applicable)
=SCO

Direct staff costs = real costs'?

Remaining costs (apart from
salaries and allowances paid to
participants) = up to 40% of
eligible direct staff costs (no
calculation method required)

If applicable, salaries and
allowances paid to participants
may be paid based on real costs (=
additional eligible costs)

10 The direct costs can also be reimbursed in the form of another SCO, e.g. a unit cost calculated on the basis of a method from Article
53(3)(a)-(d) CPR. On combinations of different SCOs, see section 2.5.

1 Direct staff costs can also be reimbursed in the form of another SCO.
12 Direct staff costs can also be reimbursed in the form of a unit cost or lump sum (but not in the form of a flat rate, see section 2.5.).
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CHAPTER 2: TYPES OF SIMPLIFIED COST OPTIONS

2.1. OVERVIEW OF THE DIFFERENT TYPES OF SIMPLIFIED COST OPTIONS

Articles 51 and 53(1) CPR include three types of SCOs, that can be defined as follows:

=  FLAT-RATE FINANCING: Specific categories of eligible costs clearly identified in advance, are calculated
by applying a percentage that is established in advance to one or several other categories of eligible
costs.

=  UNIT COSTS: All or part of the eligible costs will be calculated on the basis of quantified activities, input,
outputs or results multiplied by unit costs established in advance.

= LUMP SUMS: All eligible costs or part of eligible costs are calculated on the basis of amounts,
established in advance, which are paid if predefined activities and/or outputs are completed.

The managing authority can choose to use one type of SCO or to combine different types within the same
operation provided that any possible overlap between costs covered by different SCOs is excluded to avoid
double financing (see also Chapter 2.5 on the combination of simplified cost options).

2.2. FLAT RATE FINANCING

Flat rates can be used at both reimbursement levels, i.e., at upper level for the reimbursement of the Union
contribution (Article 51(e) CPR) and at lower level for grants provided by the Member States to the beneficiary
(Article 53(1)(d) CPR).

There are different types of flat rates, in particular:

=  The “off-the-shelf” flat rates, i.e. those established in the CPR and Fund specific regulations or, as the
case may be, a delegated act adopted under Article 94(4) CPR, and for which the managing authorities
are not required to establish a calculation method to determine the applicable rate;

=  Flat rates for which the managing authorities developed a methodology (including a calculation
method).

2.2.1. GENERAL PRINCIPLES

DEFINING THE CATEGORIES OF COSTS
In a flat rate financing system, there is a maximum of three types of categories of costs:

=  TYPE 1: categories of eligible costs on the basis of which the flat rate is to be applied to calculate the
eligible amounts (so called ‘basis cost’);

= TYPE 2: categories of eligible costs that will be covered by applying the flat rate;

= TYPE 3: where relevant, other categories of eligible costs (the rate is not applied to them and they are
not covered by applying the flat rate).

When using a flat rate financing system, the managing authority (or the monitoring committee for Interreg
programmes) must define the categories of costs falling under each type: any category of expenditure must be
clearly included in one — and only one — of the three types. In some cases, one type can be defined by
opposition to another type or the other types (for instance, in a system where there are only direct (type 1) and
indirect costs (type 2), indirect costs can be defined as all other eligible costs which are not direct costs. During
the selection of operations, the managing authority (or the monitoring committee for Interreg programmes)
should verify that the cost categories covered by the flat rate are necessary for the specific operation.
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The CPR does not put any restriction on categories of eligible costs that might be used for flat rate financing. But
considering that the main objective of using flat rates is simplification, flat rates are best suited to costs that are
relatively low and for which verification is costly (e.g., flat rate to cover staff costs or indirect costs).

It is possible to use different flat rates for different categories of costs applied to the same basis.’?

@ For example, a flat rate of 13 % of direct staff costs can be used to calculate the indirect costs. The
same basis (i.e., direct staff costs) can also be used to calculate the travel and accommodation costs
of the operation at a flat rate of 15 %.

It is possible to calculate a flat rate on the basis of costs reimbursed using another flat rate. (see
Chapter 2.5)

II_\ To avoid double financing, costs that will be covered by the flat rate are not to be included in the basis
costs.

SPECIFIC FLAT RATES TO CALCULATE CATEGORIES OF COSTS DETAILED IN THE CPR AND THE
FUND-SPECIFIC REGULATIONS

Certain specific flat rates are defined in the legal framework. These flat rates can be used for the reimbursement
of grants provided by Member States to beneficiaries (Article 53(3)(e) CPR).

It is only where the CPR Regulation states it explicitly, that flat rates can be used without requiring

@ the managing authority to establish a calculation method to determine the applicable rate (“off the
shelf” simplified cost options). These flat rates are applied to a certain category of costs (i.e., the basis
costs), to calculate other categories of costs (covered by the flat rate). The managing authority may
use any rate up to the rate mentioned in the relevant article, and it will not have to justify why a rate
below the rate specified in the Regulation was chosen, as long as the costs covered by the rate are
relevant for the specific operation. If a lower rate is chosen, there is no requirement to perform any
calculation.

However, the managing authority may establish a higher rate than the rates set out in Articles 54 - 56 CPR (except
for point (c) of the first subparagraph of Article 54 CPR) based on one of the methodologies set out in Article
53(3) CPR.

When deciding on the flat rate to be applied, the principle of equal treatment of beneficiaries needs to be
respected. Thus, beneficiaries supported from a certain call and in a similar situation may not be treated
differently without there being a justification.

13 However, not all flat rates are combinable. In particular, the flat rate of Article 56(1) CPR may not be combined with the flat rates of
Articles 54 or 55(1) CPR, see Chapter 2.2.4. For more on the combination of SCOs, see Chapter 2.5.
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The “off the shelf” flat rates are:

Article The “off the shelf” flat rates

Art 54, first paragraph, point (a) = Up to 7% of eligible direct costs to reimburse indirect costs
CPR

Art 54, first paragraph, point (b) | Up to 15% of eligible direct staff costs to reimburse indirect costs
CPR

Art 55(1) CPR Up to 20% of [eligible] direct costs* to reimburse direct staff costs

Art 56(1) CPR Up to 40% of eligible direct staff costs to reimburse the remaining costs of
an operation®®

Art 39(3)(c) Interreg Regulation | Up to 20% of [eligible] direct costs to reimburse direct staff costs

Art 41(5) Interreg Regulation Up to 15% of the [eligible] direct staff costs to reimburse travel and
accommodation costs

Art 22(1)(b) ESF+ Regulation 1 % of the costs referred to in point (a)!® to cover the costs borne by the
purchasing body related to transporting food and/or basic material
assistance to the storage depots or the beneficiaries and storage costs

Art 22(1)(c) ESF+ Regulation 7 % of the costs referred to in point (a) or 7 % of the costs of the value of
the food disposed of in accordance with Article 16 of Regulation (EU) No
1308/2013 to cover the administrative, transport, storage and preparation
costs borne by the beneficiaries involved in the distribution of the food
and/or basic material assistance to the most deprived persons

Art 22(1)(e) ESF+ Regulation 7 % of the costs referred to in point (a) to cover the costs of accompanying
measures undertaken by or on behalf of beneficiaries and declared by the
beneficiaries delivering the food and/or basic material assistance to the
most deprived persons

Additionally, Article 54, first paragraph, point (c) CPR sets a ceiling on a flat rate for indirect costs to 25% of
eligible direct costs, provided a fair, equitable and verifiable calculation method defined by the MA is used
pursuant to Article 53(3)(a) CPR.

Using any of these options requires the managing authority (or the monitoring committee for the Interreg
programme) to define the categories of costs covered by the flat rate and those to which the flat rate applies,
i.e., the direct and indirect costs and the direct staff costs. It is the responsibility of the Member States to define
the different categories of costs in a consistent, non-equivocal and non-discriminatory manner and ensure that
double financing is avoided.

14 provided that the direct costs of the operation do not include public works contracts or supply or service contracts which exceed in value
the thresholds set out in Article 4 of Directive 2014/24/EU of the European Parliament and of the Council or in Article 15 of Directive
2014/25/EU of the European Parliament and of the Council. In addition, for the AMIF, the ISF and the BMVI, that flat rate shall only be
applied to the direct costs of the operation not subject to public procurement.

15 Salaries and allowances paid to participants are to be considered additional eligible costs not included in the flat rate.

16 Art. 22 (1)(a) ESF+ Regulation: the cost of purchasing food and/or basic material assistance, including costs related to transporting food
and/or basic material assistance to the beneficiaries delivering the food and/or basic material assistance to the end recipient.
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The definition of the categories of costs should be clearly set out in the programme rules or calls for proposals.

Q As general guidance, the categories of costs can be defined as follows:

Direct costs are those costs that are directly related to the implementation of the operation or
project where the direct link with this individual operation or project can be demonstrated.
Indirect costs are costs which are necessary for implementing the operation and_which are not or
cannot be connected directly to the implementation of the operation in question or which are
related to the implementation of the operation but represent auxiliary expenses that do not directly
contribute to the achievement of its indicators/results/objectives. Such costs could include, for
example, administrative expenses, for which it is difficult to precisely determine the amount
attributable to a specific operation or project (typical administrative/staff expenditure, such as:
management costs, recruitment expenses, costs for the accountant or the cleaner, etc.; telephone,
water or electricity expenses, and so on).

Staff costs are defined in national rules and normally are the costs deriving from an agreement
between employer and employee or service contracts for external staff (provided that these costs
are clearly identifiable). Staff costs typically include the total remuneration, including in-kind
benefits in line with collective agreements, paid to people in return for work related to the
operation. They also include taxes and employees’ social security contributions (for example in the
case of pensions, first and second pillar, third pillar only if set out in a collective agreement or in the
employment agreement) and any eligible voluntary employees’ contribution as well as the
employer’s compulsory and voluntary social contributions. Staff costs can be direct or indirect costs,
depending on a case-by case analysis and on the role of the staff in the operation.

PARTICULARITIES OF THE DEFINITION OF STAFF COSTS

For the purpose of applying the flat rates referred to in Article 54, first paragraph, point (b) CPR, in Article 56(1)
CPR and Article 41(5) Interreg (or any other flat rate established by the managing authority on the basis of Article
53(3) CPR which is to be applied to direct staff costs), the total value of the remuneration as defined by national
rules can be considered staff costs as they represent the actual remuneration for the work of that person in the

operation, and therefore should be taken into account for determining other types of costs of the operation

(which are calculated by applying a flat rate to the direct staff costs).

Y

This applies also to cases where the salary is (partly) reimbursed or funded by third parties (e.g., direct

staff was recruited with a recruitment subsidy; the flat rate is applied to the total value of the
remuneration even if a part of it is paid by a third party). If staff costs for external staff comes from a

service contract, the staff costs have to be clearly identifiable. For example, if a beneficiary contracts
the services of an external trainer for its in-house training sessions, the invoice needs to identify the

different types of costs. The salary of the trainer will be considered an external direct staff cost. If the
staff costs of the trainer are not identifiable as a distinct category from other categories of costs, for
example teaching materials, then they cannot be used as the basis of flat rates, for example the 40%

flat rate as set out in Article 56(1) CPR.

The definition of direct staff costs is not linked to whether the staff costs take the form of in-kind contribution
expenditure or not. Therefore, the value of voluntary work in the form of in-kind contribution can be included

in the basis amount for the calculation of flat rates, provided Article 67(1) CPR is respected.

N

Travel costs are not considered to be staff costs, apart from expenses for commuting to the workplace
if national rules determine that they are part of the gross employment costs.
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Allowances or salaries disbursed for the benefit of participants in operations supported by the ERDF,
the ESF+, the JTF, the AMIF, the ISF and the BMVI are not considered to be staff costs either (see
Article 56(1) and (2) CPR). For example, in an operation aiming at recruiting new persons, the wages
of newly hired workers are not considered “staff costs” for the purposes of Article 56 CPR as these
persons are not carrying out any task for implementing the operation —they are considered as salaries
paid for the benefit of participants. Therefore, they cannot be calculated into the basis of the flat rate
defined in Article 56(1) of CPR.

Q In the context of Article 56 CPR, the meaning of allowance is to be understood as financial support
provided to participants for possible expenses related to the objective of a given operation.

For example, training allowances within the framework of the European Social Fund Plus (ESF +) refer
to financial support provided to individuals participating in training programs. These allowances are
designed to cover various costs associated with training, such as travel expenses, and subsistence
costs. The aim is to make training more accessible.

2.2.2. FLAT RATES FOR DETERMINING INDIRECT COSTS (ARTICLE 54 CPR)

The first subparagraph of Article 54 CPR determines that where the implementation of an operation gives rise
to indirect costs, they may be calculated on the basis of one of the flat rates set out in points (a) and (b) of its
first subparagraph. Article 54, first paragraph, point (a) CPR introduces a flat rate of up to 7% of eligible direct
costs to calculate indirect costs. Article 54, first paragraph, point (b) CPR contains a flat rate of up to 15 % of the
direct staff costs to calculate the indirect costs. Both flat rates may be used directly by the managing authority,
without any justification of the calculation of the rate, if it is within the ceiling set by the Regulation.

Article 54 CPR does not provide an exhaustive list of methods on how to establish flat rates for indirect costs of
an operation and allows the Member States to use a flat rate for indirect costs established on the basis of other
methods, i.e., those stated in Article 53(3) (b) to (e) CPR.

However, a flat rate covering indirect costs established on the basis of a fair, equitable and verifiable
’I—‘ method referred to in Article 53(3)(a) CPR is subject to a ceiling of 25 % of the eligible direct costs
set out in Article 54, first paragraph, point (c) CPR. Flat rates not established on that basis but rather
on another method among those referred to in Article 53(3)(b) to (e) CPR, are not subject to a ceiling.

2.2.3. FLAT RATE FOR DETERMINING DIRECT STAFF cOSTS (ARTICLE 55(1) CPR)

Article 55(1) CPR states that the direct staff costs of an operation may be calculated as a flat rate of up to 20 %
of the direct costs other than the staff costs of that operation without there being a requirement for the
Member States to perform a calculation to determine the applicable rate.

However, where the direct costs of that operation include public works contracts or supply or
’I_‘ service contracts which exceed the threshold set out in the EU’s Directive on public procurement,
notably Article 4 Directive 2014/24/EUY and Article 15 Directive 2014/25/EU,® the off-the-shelf flat
rate in Article 55(1) CPR could not be applied and the flat rate for direct staff costs would need to be
determined based on a method provided for in Article 53(3)(a) to (e) CPR. . In this situation, the flat
rate up to 20% without performing a calculation cannot be applied to the given operation. This applies
to all work/supply/services contracts above the thresholds falling under the scope of these Directives,

17 Directive 2014/24/EU of the European Parliament and of the Council of 26 February 2014 on public procurement and repealing Directive
2004/18/EC, OJ L 94, p. 65.

18 Directive 2014/25/EU of the European Parliament and of the Council of 26 February 2014 on procurement by entities operating in the
water, energy, transport and postal services sectors and repealing Directive 2004/17/EC, OJ L 94, p. 243.
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including those awarded by contracting entities other than contracting authorities in the case of
Directive 2014/25/EU. It is the entire public procurement value that will be taken into account when
determining whether the thresholds in the Directives have been exceeded, irrespective of the lots
that a procurement may be divided in.°

As regards the AMIF, the BMVI and the ISF specifically, any costs subject to public procurement (i.e.,
’I—\ the subcontracted/externalised costs) have to be excluded from the basis for the calculation of the
flat rate, see second sub-paragraph of Article 55(1) CPR.

For Interreg programmes, staff costs can be reimbursed based on a flat rate of up to 20% of eligible direct costs,
without any restriction on whether direct costs include public procurement or not, according to Article 39(3)(c)
Interreg Regulation.

Direct staff costs determined on the basis of a flat rate may form the basis for the application of a flat rate
specified under Article 54, first paragraph, point (b) CPR (a flat rate of up to 15% of eligible direct staff costs to
calculate indirect costs). However, direct staff costs calculated on the basis of a flat rate cannot serve as a basis
for the flat rate under Article 56(1) CPR (a flat rate of up to 40% of eligible direct staff costs to calculate the
remaining eligible costs of the operation), see Article 56(3) CPR.

2.2.4. FLAT RATE FOR DETERMINING ALL OTHER COSTS OF THE OPERATION OTHER THAN DIRECT STAFF
cosTsS (ARTICLE 56 CPR)

Article 56(1) CPR allows that direct staff costs may be used to calculate all the other remaining eligible costs of
the operation, on the basis of a flat rate of up to 40% of eligible direct staff costs. Operations using this flat rate
can only include the following:

=  Direct staff costs — basis costs for the flat rate;
= and a flat rate of up to 40% covering the remaining costs of the operation;
= and salaries and allowances paid to participants.

For the ERDF, the ESF+, the JTF, the AMIF, the ISF and the BMVI, salaries and allowances paid to participants are
excluded from the costs covered by this flat rate. [They could therefore be reimbursable using a different form
referred to in Article 53(1) CPR] Regarding the definition of allowances and salaries, please see section 2.2.1.

The use of this flat rate is suitable in operations where the direct staff costs represent a significant
share of the budget. Thus, labour-intensive, R&D, small (scale) projects with many low-value and large
volume costs other than staff costs, small innovation projects, educational and vocational project, and
soft activities projects are best suited for the use of the flat rate set out in Article 56(1) CPR.

The managing authority may apply this flat rate to types of operations that clearly distinguish between the
following categories of costs: direct staff costs, other direct costs, and indirect costs.

When indirect costs are included in ‘all other remaining eligible costs’, the flat rate in Article 56(1) CPR should
not be combined with a flat rate for indirect costs (e.g., the options in Article 54 CPR).

This flat rate of up to 40% cannot be used in an operation where the total direct staff costs of that operation are
calculated on the basis of a flat rate (for example the flat rate under Article 55(1) CPR in accordance with Article
56(3) CPR. However, this flat rate can be applied to direct staff costs that are themselves designed as SCO, as
long as this SCO is not a flat rate (see section 2.3.2.

19 Article 4 of Directive 2014/24/EU refers to “procurements with a value net of value-added tax (VAT)” being equal to or greater than the
specific thresholds stated therein”. The same provision is set out in Article 15 of Directive 2014/25/EU.
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Example 1

A managing authority wishes to cover all the remaining eligible costs of an operation by applying a flat rate
to the eligible direct staff costs of the operation of EUR 150 000. In accordance with Article 56(1) CPR, the
managing authority decides to apply a rate of 35%. This means that the total eligible costs of the operation
will be EUR 150 000 + (EUR 150 000 x 0.35) = EUR 202 500.

The estimated costs of a training course are:

Total Direct costs 52 000 EUR Total indirect costs 5000 EUR
Direct Staff costs 30000 EUR Indirect staff costs 4 000 EUR
Room costs 3 000 EUR Electricity, phone. 1 000 EUR
Travel costs 4 000 EUR

Meals 1000 EUR Total eligible costs 57 000 EUR
Information / Publicity 4000 EUR

Allowances paid to the | 10000 EUR

trainees by the PES

The managing authority can decide to apply Article 56(1) CPR to this project and sets the flat rate to
reimburse the remaining costs of the operation at 40%. In this case, the document setting out the conditions
for support for the operation would have as a maximum allocation:

Direct staff costs: EUR 30 000
Other costs: 30 000 x 40% = EUR 12 000

As the allowances paid to the trainees by the Public Employment Services can be declared in addition to the
direct staff costs and the flat rate, the total eligible costs would be:

Total eligible costs: 30 000 (direct staff costs) + 12 000 (other costs) + 10 000 (allowances paid to the trainees
by the PES) = EUR 52 000

During the implementation of operations using the flat rate from Article 56(1) CPR, it is important to

’I—\ plan direct staff costs carefully from the start and to closely and continuously monitor spending in this
cost category. Due to the nature of the 40% flat rate, any underspending of direct staff costs will
automatically mean less money reimbursed for other costs.

The original budget of the operation allocated EUR 350 000 to the category of direct staff costs and EUR 140
000 (40%x 350 000 EUR) to the category of remaining costs. During the programme implementation, only
EUR 230 000 of direct staff cost was reported. This means that only EUR 92 000 (40%x 230 000 EUR) for the
other remaining costs is reimbursed.





CPRE_24-0015-00
26/09/2024

2.2.5. FLAT RATE FOR TRAVEL AND ACCOMMODATION COSTS (ARTICLE 41(5) INTERREG)

Article 41(5) Interreg Regulation provides for a flat rate for travel and accommodation costs of up to 15% of the
direct staff costs without the Member States having to make a calculation to determine the applicable rate. This
flat rate is to be used directly in Interreg operations.

The cost elements considered ‘travel and accommodation costs’ for Interreg programmes are set out in Article
41(1) Interreg Regulation.

2.2.6. THE SPECIFIC CASE OF FLAT RATES FOR TECHNICAL ASSISTANCE (ARTICLE 36(5) CPR)

According to Article 36(3) CPR, the amount of the Union contribution for technical assistance is to be made
either as reimbursement of support provided to beneficiaries in accordance with the applicable rules of the CPR
(Article 51(b) CPR) or as a flat rate (Article 51(e) CPR) (the use of the flat rate is mandatory in certain situations
- see below in this section).

SCOPE

The choice of using the flat-rate financing is at the discretion of the Member States. In line with the second
subparagraph of Article 36(3) CPR, the choice applies to all programmes in the Member State concerned for the
entire programming period and cannot be modified subsequently. Member States should notify the Commission
about their choice of the form of Union contribution for technical assistance in the Partnership Agreement in
accordance with Annex Il CPR.

In line with the third subparagraph of Article 36(3) CPR, for programmes supported by the AMIF, the ISF and the
BMVI and for Interreg programmes, the Union contribution for technical assistance is made only in the form of
a flat rate.

The flat rates for the Union contribution for technical assistance are laid down in Article 36(5) CPR for each Fund
and in Article 27 Interreg Regulation for Interreg programmes.

How the Member State uses the flat-rate payments for technical assistance is the responsibility of the Member
State; there will be no checks of the underlying costs of the amounts reimbursed based on the flat rate at EU
level.

PAYMENT APPLICATIONS

Where a Member State or an Interreg programme uses the flat-rate financing for technical assistance, the
relevant flat-rate percentage for the Fund concerned provided in Article 36(5)(b) CPR and in Article 27(3) Interreg
Regulation will be applied automatically to the total amount of eligible expenditure or the total amount of public
expenditure, as appropriate, included in each payment application submitted to the Commission. The amount
of the flat-rate technical assistance in column D (column C for AMIF, BMVI and ISF) in table ‘Expenditure broken
down by priority’ of Annex XXIII CPR is to be calculated automatically in SFC2021 based on the data provided in
the payment application.

The amount of the flat rate technical assistance is not to be reported in Appendix 2 of Annex XXIII CPR and, for
AMIF, BMVI and ISF programmes, in Appendix 3 of Annex XXIIl CPR, i.e. for specific objectives for which the
enabling conditions are not fulfilled.
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2.2.7. SPECIFICITIES OF SUPPORT FOR COMMUNITY-LED LOCAL DEVELOPMENT

According to Article 34(1)(c) CPR, support from the Funds for community-led local development (CLLD) covers
the cost of the management, monitoring and evaluation of the strategy and its animation, including the
facilitation of exchanges between stakeholders. According to the second subparagraph of Article 34(2) CPR,
these costs are subject to a ceiling of 25% of the total public contribution to the strategy.

The following example illustrates how it is possible to reimburse these costs on the basis of a flat rate applied to
other implementation costs:

The managing authority has assessed, based on past experience, the typical share of the running costs and
animation of a given local action group (LAG) compared to the expenditure incurred for the implementation
of local operations under the CLLD strategy, and the preparation and implementation of the LAG’s
cooperation activities. Even though support from CPR Funds for running and animation costs cannot go above
the ceiling of 25 % of the total public expenditure incurred within the CLLD strategy according to Article 34(2)
CPR, experience shows that this percentage is actually lower in most cases.

The managing authority establishes a flat rate of 17% of the implementation costs (based on a fair, equitable
and verifiable method

in accordance with Article 53(1)(d) and 53(3)(a) CPR (but not Article 54, first paragraph, point (a) CPR as the
costs under Article 34(1)(c) CPR are not only covering indirect costs) of the expenditure incurred for the
implementation of operations under the CLLD strategy and the preparation and implementation of the LAG’s
cooperation activities, to cover the following costs:

e Running costs (costs linked to the management, monitoring and evaluation of the strategy, see
Article 34(1)(c) CPR);

e Costs linked to the animation of the CLLD strategy (in order to facilitate exchange between
stakeholders to provide information and to promote the strategy and to support potential
beneficiaries with a view to developing operations and preparing applications, see Article 34(1)(c)
CPR).

Therefore, if the budget allocated to the LAG for the implementation of operations under the CLLD strategy
and the preparation and implementation of the LAG’s cooperation activities is EUR 1.5 million (type 1), the
maximum budget corresponding to running and animation costs would be EUR 1.5 million x 17 % = EUR
255 000 (type 2). Consequently, the total budget allocation for the LAG is EUR 1.755 million.

In the implementation phase, it means that whenever a beneficiary claims reimbursement of the expenditure
incurred on a project, the LAG will also be able to claim 17 % of that sum for its running and animation costs.

For example, if the incurred expenditure of a project equals EUR 1 000 (type 1), the LAG can also declare to
the managing authority EUR 1 000 x 17 % = EUR 170 (type 2) for its running and animation costs.

The LAG will not need to provide supporting documents for its running and animation costs declared on the
basis of the flat rate, but the methodology for determining the 17 % has to be verifiable.

N.B. The methodology of establishing the flat rate does not necessarily have to result in the application of a
25% rate. However, whatever methodology used to set the flat rate, the provisions on the maximum ceiling
of running costs and animation provided in the second subparagraph of Article 34(2) CPR have to be
respected.
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2.3. UNIT COSTS

Unit costs can be used at both reimbursement levels, i.e., at the “upper level” for the reimbursement of the
Union contribution (Article 51(c) CPR) and at the “lower level” for grants provided by the Member States to the
beneficiary (Article 53(1)(b) CPR).

2.3.1. GENERAL PRINCIPLES

In the case of unit costs, all or part of the eligible costs of an operation will be calculated on the basis

@ of quantified activities, input, outputs or results multiplied by unit costs established in advance. This
possibility can be used for any type of operation, project or part of a project, when it is possible to
define quantities related to an activity and related unit costs. Unit costs apply typically to easily
identifiable quantities.

Unit costs can be:

=  Process-based, i.e., linked to inputs (e.g., hourly unit cost for a trainer) or outputs (e.g., hourly unit cost
per trainee);
=  Results- or outcome-based (e.g., unit cost per person obtaining a training certificate).

The purpose of using SCOs in an operation is to simplify processes for all stakeholders involved. Therefore,
managing authorities should set inputs, outputs, results or outcomes that bring simplification and are easy to
record, trace etc. Managing authorities should also pay particular attention to the audit trail when choosing
between process and outcome-based unit costs.

Example 1 (ESF+)

a) Process-based: For advanced IT training of 1 000 hours provided for 20 trainees, the eligible costs may be
calculated based on a cost per hour of training x number of trainees. The cost per hour has been defined in
advance by the managing authority using the fair, equitable and verifiable method and is shown in the
document setting out the conditions for support for the operation.

Assuming, for example, that the managing authority sets the training cost at EUR 7 per hour of training per
trainee, the maximum grant allocated to the project would be capped at 1 000 hours x 20 trainees x EUR 7
per hour/ trainee = EUR 140 000.

At the end of the operation the final eligible costs will be set on the basis of the real number of hours for each
trainee (that could include some justified absences), according to actual participation of trainees and
delivered courses. There will still be a need for accurate attendance sheets of trainees. If, finally, only 18
people participated in the training, 6 of them for 900 hours, 5 of them for 950 hours, 5 of them for 980 hours
and the remaining 2 for 1 000 hours, the number of total hours x trainees will be equal to:

900x6 + 950x5 + 980x5 + 1 000x2 = 17 050 total hours of training.
The eligible expenditure will be: 17 050 hours of training x EUR 7 = EUR 119 350.

b) Result-based: The advanced IT training of 1 000 hours consists of 5 modules of 200 hours each. A fair,
equitable and verifiable method according to Article 53(3)(a) CPR was used to establish the total costs of
delivering this IT training for 25 participants. The total costs, EUR 140 000, is then attributed to the successful
participants. Considering a historic failure rate of 20% (i.e., 5 participants) the unit costs per participant and
successfully completed module would be EUR 140 000 / 20 participants / 5 modules = EUR 1 400 (unit cost
per participant per successful completed module).

The audit trail would need to include a document proving the eligibility of the participant and, for each
eligible participant, a certificate of a successfully completed module or complete course. No timesheets
would be required.
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Example 2 (ERDF output-based)

The beneficiary, a regional Chamber, organises an advisory service for the SMEs of the region. This service is
supplied by the advisors of the regional Chamber. Based on past accounts of the ‘advisory’ department of the
Chamber, a day of advice is estimated at EUR 350 per day. The assistance will be calculated on the basis of
the following formula: number of days x EUR 350. There will still be a need for accurate timesheets detailing
the advisory activity and the presence of advisors.

Example 3 (ESF+ result-based)

A job-search assistance programme lasting 6 months (‘the operation’) could be financed on the basis of unit
costs (for example EUR 2 000per person) for each of the 20 participants in the operation who gets a job and
retains it for a pre-established period, for example six months. The unit cost of EUR 2 000 per successful
participant was established taking into account costs for all participants. The amount therefore also covers
expenses for unsuccessful participants.

Calculation of the maximum grant allocated to the operation: 20 persons x EUR 2 000 /placement =
EUR 40 000.

The final eligible costs are calculated on the basis of the real output of the operation: if only 17 persons were
placed on the labour market and retained their jobs for the requested period, the final eligible costs on the
basis of which the grant will be paid to the beneficiary would be 17 x EUR 2 000 = EUR 34 000.

The audit trail would need to include documents proving that the participant was placed on the labour
market and retained his/her job for the requested period.

Example 4 (EMFAF process based)

Daily rates for vessel usage are calculated on the basis of historical data (averages from past years). The
number of days allocated to the project are then evidenced through logbooks.

Example 5 (AMIF): Funding of different projects forming part of the same operation — use of two different

unit costs

The managing authority provides a grant of 1 600 000 EUR to a public agency dealing with asylum seekers,
for an operation covering two types of activities: 1) first reception support of third-country nationals after
their arrival in a Member State (max. 1 000 000 EUR), 2) language trainings for asylum seekers (max. 600 000
EUR).

For the first reception support, the managing authority developed (based on historical data) a unit cost of 50
EUR per day and person to cover the cost of one day of assistance provided to a third-country national during
their reception period in the host country. The categories of costs included in the unit cost amount cover all
elements of the reception (such as accommodation, the provision of food and non-food items, medical
examination, interpretation, guardianship for unaccompanied minors, information and counselling). The
maximum grant allocation is capped to 1 day x 50 EUR x 20 000 third-country nationals = 1 000 000 EUR.

The obligatory elements of the audit trail for this unit cost consist of a signed and dated list of third-country
nationals supported and duration of their stay (in days), together with their official (if available) and/or unique
identification (any document that confirms the identity of the person), and a proof of the support provided

22





CPRE_24-0015-00
26/09/2024

(e.g. signed and dated list of provided food and non-food items, signed and dated counselling attendance
sheet, signed and dated note issued by an authorised healthcare professional).

The eligible expenditure is calculated on the basis of the actual days of the first reception support and the
number of supported third-country nationals. This means that if for instance 1 000 third-country nationals
were supported, 500 of which for 20 days and 500 for 10 days, the number of total days/persons will be equal
to: 500 x 20 + 500 x 10 = 15 000 day/person of support. The eligible expenditure will be = 15 000 x 50 EUR =
750 000 EUR.

For the language training, the managing authority developed (based on historical data) a unit cost of 10 EUR
per hour and person to cover the costs of one hour of a lesson (the length of a lesson is 60 minutes) for one
trainee/asylum seeker to attend a language course of up to 60 hours in adequately sized groups (up to 15
trainees per group). The categories of costs included in the unit cost amount cover all costs of the language
training (such as staff costs, rental costs of training premises, training materials). The maximum grant
allocation to the project is capped to 60 hours x 1 000 trainees x 10 EUR per hour/trainee = 600 000 EUR.

The audit trail to support the expenditure needs to include a proof/document(s) that monitors the actual
attendance (number of hours) of the trainees and the course duration, documents confirming the identity
of the trainees/asylum seekers and documents regulating the timing and content of the language course,
the size of the group (max. 15) and the standard length of a lesson (60 minutes).

The eligible expenditure is calculated on the basis of the actual number of training hours delivered to each
asylum seeker/trainee. This means that if for instance only 900 asylum seekers/trainees participated in the
training, 750 of which for 60 hours, 50 for 55 hours, 100 for 50 hours, the number of total hours x trainees
will be equal to: 750 x 60 + 50 x 55 + 100 x 50 = 52 750 total hours of training x trainees. The eligible
expenditure will be =52 750 x 10 EUR = 527 500 EUR.

Given that there are two different projects/activities forming separate part of the same operation and
covering different costs of the operation, there is no risk of double financing as each project/activity costs are
clearly separated.

2.3.2. STAFF COSTS CALCULATED AT AN HOURLY RATE (ARTICLE 55(2) TO (4) CPR)

Article 55(2) CPR provides for two specific methods to calculate direct staff costs.?’ Both options can be used to
calculate an hourly rate to determine direct staff costs.

The two methods are the following:

= calculation of the hourly rate by dividing annual gross employment costs by 1720, Article 55(2)(a) CPR;
= calculation of the hourly rate by dividing the monthly gross employment costs by the average monthly
working time, Article 55(2)(b) CPR.

It is up to the managing authority to decide on the method to be used. The option introduced in Article 55(2)(b)
CPR can even be used in the case where the data on annual gross employment costs is available. Calculated
direct staff costs relate to the implementation of an operation. ‘Implementation of an operation’ has to be
understood as covering all the steps of an operation.

Certain types of projects targeted at SMEs in the field of R&D and innovation often involve personnel costs
as a key element. The application of unit costs as an option is a welcome simplification for these SMEs. The
unit cost for activities is expressed in this case as an hourly rate applied to hours effectively worked by the
staff. It is defined in advance in the document setting out the conditions for support for the operation that

20 Direct staff costs may also be established by a different methodology set in the CPR, e.g., unit costs with a different denominator than
1720 hours could be established on the basis of Article 53(1)(b) and of one of the methods set in Art. 53(3) CPR.
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fixes the maximum amount of financial assistance as the maximum worked hours allowed multiplied by the
unit cost (the calculated costs of the staff involved).

Aiming at covering the real costs through a best approximation and in order to take into account distinctions
among regions and branches, the cost for a standard unit is defined as an hourly staff cost according to the
following formula (based on Article 55(2)(a) CPR):

Hourly staff cost = latest documented gross annual costs (see Chapter 2.2.1 for details on what costs can be
included) divided by 1 720 hours.

For example: Hourly rate = EUR 60 000 / 1 720 hours = 34.88 EUR per hour.

The financial assistance given to the operation is calculated as the hourly rate multiplied by the real and
verified number of hours worked. This requires SMEs to keep all supporting documents for hours worked
by staff (e.g. timesheets extracted from an IT system) on the project and the managing authority must keep
all the documents justifying the hourly staff cost. In principle, a reduction in the verified hours worked results
in a reduction in the final amount to be paid.

Alternative example: Same as above but the hourly staff cost is calculated as follows.

Hourly staff cost = latest documented gross annual costs (see Chapter 2.2.1 for details on what costs can be
included) divided by average legal working hours (taking annual leave into account).

For example: Hourly rate = EUR 60 000 / (1 980 hours — 190 hours of annual leave) = 60 000/1 790 = 33.52
EUR per hour.

CALCULATION OF THE HOURLY RATE BY DIVIDING THE LATEST DOCUMENTED ANNUAL GROSS
EMPLOYMENT COSTS BY 1720 HOURS, ARTICLE 55(2)(A) CPR

The first option of Article 55(2)(a) CPR is to determine direct staff costs by calculating an hourly rate as follows:

latest documented annual gross employment costs

Hourly staff cost =
1720

The denominator, i.e., 1720 hours, is a standard annual ‘working time’ that can be used directly, without there
being a requirement for the Member States to perform any calculation. This figure is based on Member States'
average weekly working hours multiplied by 52 weeks and from which annual paid leave and average annual
public holidays were deducted. It represents one full time equivalent (FTE) and can be used for all situations where
the employee works full-time. This also applies if, in accordance with national law or the applicable collective
agreement, the FTE corresponds to less than 40 hours per week.

For persons working part-time, a corresponding pro-rata of 1 720 hours is to be used. For example, for the
calculation of the hourly rate for a person working only 50% (i.e., 0.5 Full Time Equivalent (FTE) for the
beneficiary), the denominator would be 860 hours (1 720 x (50/100) = 860). Reference for this should be the
working time laid down in the work contract or appointment decision.

The numerator, however, needs to be justified. The CPR refers to the ‘latest documented annual gross
employment cost’. However, gross employment costs are not defined in the CPR. In accordance with Article
63(1) CPR, eligibility rules will need to define what is covered by annual gross employment costs, taking into
account the usual accounting practices (see section 3.2.1). For example, the applicable rules may determine that
expenses for commuting to the workplace are part of the gross employment costs.

The Regulation refers to the calculation of the hourly rate using the ‘latest’ documented annual gross
Q employment cost. This means that the data used need to be the most recently available. Thus, a
calculation method based on historical data of the beneficiary is normally not relevant. In accordance
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with the term "latest" in Article 55(2) CPR, Member States should ensure that the data used are the
most recent, , thus indicative of real direct staff costs.

Annual gross employment costs do not have to relate to a calendar or financial year (for example, it could be
data relating to the period October 2022 to September 2023). What is important is that the gross employment
cost covers a full 12-month period. It can be the 12-month period preceding the end of a reporting period (of
the operation or the programme), 12 months before the document setting out the conditions for support for
the operation or 12 months of the previous calendar year. In accordance with Article 55(4) CPR, where data for
a full 12-month period is not available, they

= may be derived from the available documented gross employment costs (for example, the managing
authority could take the data relating to an employee for whom 4 months of data exists, and
extrapolate this to the annual gross employment costs, taking account, where relevant, of issues such
as statutory holiday payments or so-called 13th month payments).

= may be derived from the employment document (i.e. employment or work contract or an appointment
decision).

The annual gross employment costs can be based on the real employment costs of this person. When the person
has not worked the whole month (e.g. the start of the contract does not take place at the beginning of the month
and thus the available data does not cover the entire month), extrapolated values may be taken to arrive at a
good proxy to real costs of a 12-month period.

The annual gross employment costs may also be based on the average of the employment costs of a larger
aggregate of employees, for example, those of the same grade or some similar measures, which correlate to
employment cost level.

The latest annual gross employment costs need to be documented: this can be done through accounts, payroll
reports, referencing to publicly available agreements or documents, etc. The supporting documents have to be
auditable.

Within specific situations, the amount of the hourly rate may as well be fixed after the start of the project. It can
be determined, for example, when an employed person gets involved in the project (signature of the contract
of employment or change of assignment for an employee) or when the beneficiary reports their costs to the
managing authority. However, in the latter case, the document setting out the conditions for support for the
operation needs to specify the applicable methodology too.

CALCULATION OF THE HOURLY RATE BY DIVIDING MONTHLY GROSS EMPLOYMENT COSTS BY THE
AVERAGE MONTHLY WORKING TIME, ARTICLE 55(2)(B) CPR.

When calculating an hourly rate to determine direct staff costs based on Article 55(2)(b) CPR, it is for the Member
State(s) to establish the average monthly working time, in accordance with applicable national rules referred to
in the employment document.

THE DETERMINATION OF ELIGIBLE STAFF COSTS USING THE CALCULATED HOURLY RATE

The number of hours worked needs to be determined in line with the eligibility rules of the respective
programme. In accordance with Article 55(3) CPR, the 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.

This means that, where 1720 has been used as the denominator, the hours declared cannot exceed 1720, the

latter constitute a maximum of hours that can be declared for working in an operation for a period of 12 months.

If a pro-rata of 1720 was used as a denominator, the same principle applies (e.g., for staff with a part-time

contract of 50% the denominator would be 860 hours; thus, 860 is the maximum number of hours that can be

declared for the concerned staff per year). For staff assigned to several operations, the capping applies pro-rata
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for each operation, respectively and cannot exceed the maximum of hours that can be declared for the specific
staff for a period of 12 months.

In the case of Article 55(2)(b) CPR, the hours declared as average monthly working time of the person concerned
do not necessarily need to be the number of hours actually worked; the average monthly working time as set in
the employment document, in accordance with applicable national rules, must be taken into account. However,
the hours declared for calculating the eligible staff costs cannot exceed the number of hours per month used for
the calculation of that hourly rate, as provided in Article 55(3) CPR.

In the case that the hourly rate is calculated based on Article 55(2)(a) CPR, only the hours actually worked should
be used for calculating and declaring the eligible staff costs because the standard denominator 1720 already
deducts annual leave and public holidays. Sick leave may be declared as staff costs if the related costs are borne
by the beneficiary (i.e., they are incurred by the beneficiary). If the costs are covered by a third party (e.g., long-
term sick leave for which the costs are covered by the social security system) or in the case of unpaid leave or
absences (e.g. unjustified absences) for which there are no costs incurred by the beneficiary, the corresponding
hours/days not worked must not be taken into account for determining the eligible staff costs that can be
declared. This is because in these cases, there are no costs incurred by the beneficiary. However, in case there
are staff costs for additional staff replacing the person on sick leave (or other type of leave) these staff costs are
eligible (i.e., the corresponding hours worked are counted for calculating then eligible staff costs).

When point (a) or (b) of Article 55(2) CPR are used, the resulting amount for the hourly rate is to be
[@ considered a unit cost. This unit cost can be used for reimbursing expenditure for staff costs, and it

can also be used for calculating the direct staff costs as basis costs for the application of flat rates (for
example by applying the 15% flat rate in accordance with point (b) of the first subparagraph of Article 54 CPR or
for calculating all the other remaining eligible costs by applying the 40% flat rate in accordance with Article 56(1)
CPR). In the case of a project implemented over several years, the managing authority may choose to update
the hourly rate for direct staff costs once new data are available or to use the same ones for the entire
implementing period. If the implementation period is particularly long, a good practice would be to set out in
the methodology intermediary steps when and how the hourly rate for staff cost could be revised (adjustment
method).

STAFF WORKING PART-TIME ON THE OPERATION WITH FIXED TIME PER MONTH, ARTICLE 55(5)
CPR

Where employees work part-time on an assignment but with a fixed percentage of time per month, Article 55(5)
CPR provides that there is no obligation to establish a separate working time registration system. However, the
employer is required to issue a document setting out the fixed percentage of time worked on the operation per
month and this percentage can be used to calculate the eligible direct staff costs. This percentage may also be
fixed in the employment contract. For example, if a person works 60% of their time on a project, the eligible
direct staff costs for that person can be calculated by multiplying the gross employment costs (based either on
real costs or a calculated unit cost) by 60%.

Different unit costs can be established for different groups of employees in the projects, e.g., unit costs for
the project manager, for employees with key functions and for administrative staff. The differences should
be linked to objective considerations to ensure that the unit costs constitute a reliable proxy to real costs.

Conditions regarding the education level or working experience can be defined for each group of staff. For
example, a master's degree for one group (group 1), a bachelor's degree for a second group (group 2) and a
relevant training qualification for a third group (group 3). In this case, the reimbursement of an unit cost for
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a specific group will need to be dependent on the fulfilment of the condition linked to that group (e.g., to
reimburse the unit cost for group 1, the audit trail needs to include the master’s degree.).

2.4. Lumpsums

Lump sums can be used at both reimbursement levels, i.e., at the “upper level” for the reimbursement of the
Union contribution (Article 51(d) CPR) and at the “lower level” for grants provided by the Member States to the

beneficiary (Article 53(1)(c) CPR).
2.4.1. GENERAL PRINCIPLES

In the case of lump sumes, all eligible expenditure or part of eligible expenditure of an operation or project are
calculated on the basis of an amount established and duly justified in advance and are reimbursed if predefined
activities and/or outputs are completed.

Lump sums can be suitable in the case where unit costs are not an appropriate solution because easily
identifiable quantities are missing, e.g., for the production of a toolkit, the organisation of an open community
event, a seminar, etc.

In some cases, managing authorities might be dissuaded from using lump sums due to the fact that
the deliverable is usually considered as achieved or not achieved, leading to a binary situation of

@ payment or no payment depending on full achievement. This can be mitigated by including staged
payments related to the achievement of certain pre-defined intermediary milestones.

Example 1: ERDF

In order to promote local products, a group of small enterprises wishes to participate jointly in a commercial
fair.

The managing authority decides to use a lump sum for calculation of the public support. For this, the group
of enterprises is invited to propose a draft budget for the costs of renting, setting up and running the stand.
Based on this draft budget, a lump sum of EUR 20 000 is established. The payment to the beneficiary will be
made on the basis of proof of participation at the fair. The assessment of the draft budget and the related
supporting documents for the calculation or justification of the costs of all categories of the draft budget
should be kept for audits.

Example 2: ESF+

An NGO managing childcare services requires support to launch a new activity. It includes a lump sum in its
proposal by submitting a draft detailed budget to start the activity and run it over a period of one year. The
activity would be maintained independently after the initial year. For example, the lump sum would cover
expenditure related to the salary of one person in charge of looking after the children during one year,
depreciation of new equipment, publicity costs linked to this new activity and indirect costs related to its
management and accounting costs, water, electricity, heating, rental costs, etc.).

On the basis of a draft detailed budget, the managing authority grants a lump sum of EUR 47 500 covering all
these costs. At the end of the operation, this amount would be paid to the NGO on the basis of the output; if
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a conventional number of additional (10) children were looked after. It would therefore not be necessary to
justify the real costs incurred in relation to this activity.

It means however that if only 9 children were looked after, the eligible costs would be zero and the lump
sum amount would not be paid. To mitigate this, a milestone could be stated in the document setting out
the conditions for support for the operation that if 5 children are taken care of, half of the total amount (EUR
23 750) will be paid out.

Example 3: ESF+

An NGO seeks to organise a local seminar and to produce a toolkit on the socio-economic condition of the
Roma community in a region of a Member State. The document setting out the conditions for support for the
operation will contain a draft detailed budget and the objectives of the grant, (1) the organisation of the
seminar and (2) the production of a toolkit to draw the attention of employers in the region to the specific
problems faced by the Roma.

Due to the nature of the operation (operation with costs not easily quantifiable via unit costs), the managing
authority decides to use the lump sum arrangement.

In order to calculate the amount of the lump sum, the managing authority will require a draft detailed budget
for each of the operations: after negotiation on the draft detailed budget, the lump sum is established at:
EUR 45 000 split into two projects requiring EUR 25 000 for the seminar and EUR 20 000 for the toolkit.

If the conditions of the document setting out the conditions for support for the operation are respected
(organisation of the seminar, production of the toolkit), EUR 45 000 will be considered as eligible costs.
Supporting documents will be required as proof that the seminar has been organised and the final complete
toolkit produced.

If only one of the projects (for example the seminar) is carried out, the grant will be reduced to this part (EUR
25 000), depending on what was agreed in the document setting out the conditions for support for the
operation.

Example 4: EMFAF

Support for the preparation and implementation of production and marketing plans of Producer
Organisations (POs).

The lump sum (payable when the annual report on the implementation of the plan is approved) is based on
historical data (POs’ previous submissions of hours and other costs). PMPs’ preparation and implementation
may be divided into various activities to produce an average cost, which is then multiplied by the applicable
aid intensity.

2.5. COMBINATION OF SIMPLIFIED COST OPTIONS

Article 53(1) CPR offers the managing authorities the possibility to choose between five options to manage
grants under the CPR. In accordance with Article 53(1)(e) CPR, the first four options (excluding financing not
linked to costs) may be combined in the same operation. That possibility is however subject to the following
conditions, to prevent any double financing of the same cost category:

(1) they must each cover different categories of eligible costs; or

(2) they must be used for different projects in the same operation; or
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(3) they must be used for successive phases of an operation.

Simplified cost options can be used in the same operation together with costs declared as real costs or costs
reimbursed based on another SCO.

In addition, an amount calculated as a flat rate can be used as a basis for another flat rate: a flat rate of up to
15% to reimburse indirect costs can be applied to direct staff costs calculated as a flat rate of up to 20% of the
direct costs (other than direct staff costs).

Example 1: Funding of different projects forming part of the same operation (ESF +)

Example of an operation involving a training project for young unemployed people, followed by a seminar for
potential employers of the region:

The costs related to the training could be paid on the basis of unit costs (for example EUR 1 000 per day of
training). The seminar would be paid on the basis of lump sums.

Given that there are two different projects forming part of the same operation, there is no risk of double
financing as each project’s costs are clearly separated.

Example 2: Successive stages of an operation (ESF+)

Example of an already started operation managed on the basis of real costs that the managing authority wants
to continue to manage on the basis of simplified cost options. Two stages of the operation will have to be
clearly defined. The first stage could be calculated on the basis of real costs until a given date. The second
stage, for future expenditure, could be calculated on the basis of a unit cost provided that the unit cost
does not cover any of the previously supported expenditure.

If such a possibility is applied, it should concern all the beneficiaries in the same situation (transparency &
equal treatment). It could create some administrative burden because of the need to amend the document
setting out the conditions for support for the operation, if this was not anticipated. A detailed description of
the operation must be clearly drawn up by the Member State’s authorities for each stage. The operation
should be divided into at least two distinct, identifiable financial and ideally physical or development periods
corresponding to the stages concerned. This is to be done with the aim of ensuring transparent
implementation and monitoring and to facilitate controls.

Example 3: Different categories of eligible costs (ESF+)

Example of a training session combining:
=  aunit cost for the wages of the trainers, e.g., EUR 450 per day;
= real costs: room rented = EUR 800 per month as per rental contract during 12 months
=  aflat rate for the indirect costs, for example 10 % of direct costs.
At the end of the training, if 200 days of trainers were justified the grant will be paid on the following basis:

Direct costs (type 121):

21 For an explanation regarding the different types of costs, see section 2.2.1.
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wages of the trainers 200 days x EUR 450 = EUR 90 000
training room: 12 months x EUR 800 = EUR 9 600
subtotal direct costs: EUR 99 600
Indirect costs (type 2): 10 % of direct costs = 10 % x EUR 99 600 = EUR 9 960

Eligible expenditure: (EUR 90 000 + EUR 9 600) + EUR 9 960 = EUR 109 560

In that case, different categories of costs are concerned: wages of trainers, rent costs for the room, indirect
costs. However, in order to verify the absence of double financing the authorities must ensure that the unit
cost does not relate to any costs linked to the renting of the room or to the indirect costs (salary of
administrative staff or of the accountant, for example). Reciprocally the same applies for the definition of
indirect costs that should not relate to costs covered by the unit costs or real costs of renting the room.

If there is a risk of overlap or it is impossible to demonstrate that there are no overlaps, the managing
authority will have to choose the more appropriate option to avoid any (risk of) double financing.

EXAMPLES OF COMBINATIONS OF SCOS NOT ALLOWED IN THE CPR

Article 56 and Article 55(1) CPR Article 54 CPR and Article 56 CPR

Flat rate of up to 40 % of eligible direct staff costs
used to cover the remaining costs of an operation
(Article 56 CPR) cannot be applied to staff costs
calculated on the basis of a flat rate of up to 20% of
direct costs other than direct staff costs (Article
55(1) CPR)

Reason: Not possible due to Article 56(3) CPR
because the same category of costs (i.e., staff costs)
cannot be the basis for the calculation of a flat rate
for all remaining costs of an operation and, at the
same time, be calculated as a flat rate on the basis
of part of the costs that included in the remaining
costs of an operation (i.e., direct costs).

Flat rate of up to 7% of eligible direct costs / up to
15% of eligible direct staff costs / up to 25% of
eligible direct costs (Article 54 CPR) to calculate
indirect costs (Article 54 CPR) cannot be combined
with a flat rate of up to 40% of eligible direct staff
costs used to cover the remaining costs of an
operation (Article 56 CPR)

Reason: the same category of costs (i.e., the indirect
costs) would be covered twice.

EXAMPLES OF COMBINATIONS OF SCOS

The table below gives an overview of combinations of SCOs which are as a general rule possible/impossible.
However, each situation must be analysed case-by-case.

Managing authorities must clearly define the relevant categories of costs (direct/indirect) and ensure that there
is no double funding of the costs covered.

30





CPRE_24-0015-00
26/09/2024

(Y —yes, possible, N — no, not possible)

to 79 to 159
Up to 20% gp .O % U.p (.) 2% Upto15%  Hourlyrate Up to40% all
indirect indirect

staff costs travel costs  staff costs* other costs
costs costs

Combinations

Up to 20% staff

Y Y Y N N
costs
T
Up to 7% indirect Y N Y Y N
costs
0,
. U!) to 15% Y N Y Y N
indirect costs
0,
Up to 15% travel v Y Y Y N
costs
Hourly rate staff N Y Y Y Y
costs*
[»)
Up to 40% all N N N N Y

other costs

* Article 55(2) CPR, i.e., 1720h method or hourly rate obtained by dividing the latest documented monthly gross employment
cost by the average monthly working time of the operation
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CHAPTER 3: SETTING UP SIMPLIFIED COST OPTIONS

3.1. SIMPLIFIED COST OPTIONS MUST BE DEFINED EX-ANTE

For the reimbursement of the Union contribution, SCOs can only be used after their approval by a Commission
decision approving the programme or its amendment, or after their adoption in a Commission delegated act, in
accordance with Article 94(1) CPR.

SCOs used for the reimbursement of grants provided by the Member States to the beneficiary also have to be
defined ex ante (i.e., in advance). In accordance with Article 73(3) CPR and Article 22(6) Interreg Regulation for
the Interreg programmes, the managing authority must ensure that the beneficiary or lead partner of an Interreg
operation is provided with a document setting out the conditions for support for each operation. In this
document, it is important to communicate to the beneficiaries the exact requirements for substantiating the
declared expenditure and the specific output or outcome to be reached.

In line with Article 73(3) CPR and Article 22(6) Interreg Regulation for the Interreg programmes, the

q method to be applied for determining the costs of the operation and the conditions for payment must
be included at the latest in the document setting out the conditions for support for the operation.
The relevant methods and conditions could be incorporated in the programme rules or calls for
proposals.

In order to ensure respect of the principle of transparency and equal treatment, the use of simplified cost
options to reimburse costs should be mentioned in the calls for proposals addressed to the potential
beneficiaries.

In addition, retroactive application to operations already selected and being implemented on the basis of real
costs should be avoided as equal treatment of beneficiaries may not be ensured. Simplified cost options can be
used for operations selected after the start of their implementation. However, the support should comply with
Article 63(6) CPR which provides that operations should not be selected for support by the Funds where they
have been physically completed or fully implemented before the application for funding under the programme
is submitted. Simplified cost options, covering also eligible expenditure incurred by beneficiaries before
operations were selected, can be used in such operations and in some cases, their use is mandatory (see Chapter
1.4). Whether expenditure had already been incurred by beneficiaries before the call was launched is irrelevant
for the use of the simplified cost options, as long as the actions constituting the basis for reimbursement are to
be carried out within the eligibility period (Article 63(2) CPR) and this expenditure was not part of the
expenditure previously declared to the Commission.

Once the unit cost, the flat rate or the amount (in the case of lump sums) are established, they should not be
changed during or after the implementation of an operation to compensate for an increase in costs or
underutilisation of the available budget. , If the implementation period is particularly long, a good practice would
be to set out, in advance, an adjustment method specifying when and how the unit cost, the flat rate or the
amount could be revised (on adjustment methods, please refer to Chapter 3.4. of this Guidance Note).?? Any
change of the unit cost, flat rate or amount in the absence of an adjustment method must be duly justified,
based on objective circumstances and ensure equal treatment. In the case of multiannual operations, it is
possible to settle the accounts and make payments on the basis of the actual cost of the corresponding activities
of the operation after a first part of the operation has been carried out and then introduce the option of flat rate
financing, unit costs or lump sums for the remaining part/period of the operation. In such cases, the period for

22 For support that is not awarded via a call for proposals this should be stated in the general document specifying the methodology of
support.
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which real costs are declared should be clearly separated from the period for which costs are declared on the
basis of simplified cost options, in order to avoid project costs being declared twice.

3.2. METHODOLOGIES

The methodologies for establishing SCOs are set out in Article 53(3) CPR and Article 94(2) CPR. In general, these
methodologies are the same for setting up SCOs at lower and at upper level (with some exceptions that are
specifically indicated in this section).

3.2.1. AFAIR, EQUITABLE AND VERIFIABLE CALCULATION METHOD

The amounts, rates and unit costs can be established on the basis of a fair, equitable and verifiable calculation
method, as set out in Article 53(3)(a) CPR and Article 94(2), second subparagraph, point (a) CPR.

GENERAL PRINCIPLES
It must be fair:

The calculation has to be reasonable, i.e., based on reality, not excessive or extreme. For example, if a given unit
cost has in the past worked out at between EUR 1 and EUR 2, the Commission would not expect to see a scale
of EUR 7. From this point of view, the method used for identifying the unit cost, the flat rate, or the lump sum
will be of the utmost importance. The managing authority (or the monitoring committee for Interreg
programmes) must be able to explain and justify its choices. A fair calculation method may justify differences in
rates/amounts taking into account specific conditions or needs. For example, the execution of a project may
cost more in a remote region than in a central region because of higher transport costs.

It must be equitable:

The main notion underlying the term ‘equitable’ is that it does not favour some beneficiaries or operations over
others. The calculation of the unit cost, lump sum or flat rate has to ensure equal treatment of similar
beneficiaries and/or similar operations. Any differences in the amounts or rates should be based on objective
justifications, i.e., objective features of the beneficiaries or operations.

It must be verifiable:

The determination of flat rates, unit costs or lump sums should be based on documentary evidence that can be
verified.?> The managing authority has to be able to demonstrate the basis on which the simplified cost option
has been established. It is a key element to ensure compliance with the principle of sound financial management.

The body determining the simplified cost option method should document as a minimum:

=  The description of the calculation method, including key steps of the calculation;

=  The sources of the data used for the analysis and the calculations, including an assessment of the
relevance of the data to the envisaged operations, and an assessment of the quality of the data;

= The calculation itself to determine the value of the simplified cost option.

SOURCES OF DATA

2 No matter when the methodology was established according to Article 53(3)(a) CPR or Article 94(2)(a) CPR, as long as it is in use, it must
be auditable.
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When setting up simplified cost options, the data used needs to be relevant for the SCO considered. The sources
of data used for the calculation — including an assessment of the relevance of the data to the envisaged
operations and an assessment of the quality of the data — should be provided and documented.

There is no predefined minimum set of data required to calculate simplified cost options. It depends on the
characteristics of the population. If the data are very dispersed, the number of data must be high. On the
contrary, if the data are homogeneous and representative of the population, the set of data can be lower.

Data can be taken from various sources. Reliability of data used will depend on the source of data used. For
example, data coming from national statistical offices or EUROSTAT can be considered reliable. For some sources
of data, more detailed checks could be needed to confirm the reliability of data. In some cases, the professional
judgement of the audit authority can be used to decide whether additional checks on a sample basis should be
carried out or not (taking into account any information available to the audit authority on the type of data, the
way of compilation, internal procedures of bodies for approving the provided information etc.). However, the
ex-ante assessment of the methodology by the audit authority is not mandatory (but recommended) for the
establishment of SCOs at the lower level.

When data coming from reliable sources (for example, published reports and official internet databases) are not
used directly as such (i.e. automatically generated from the source’s database) but are compiled to a unified
form, it is a good practice to compare (on a sample basis) whether the compiled numbers are in line with official
reports. As, however, this will not always be practically easy to do, the audit authority, in case it assesses the
methodology ex-ante, may use their professional judgement to decide whether additional check on the sample
basis should be carried out or not, taking into account any information available to the audit authority on the
type of data, the way of compilation, internal procedures of a body compiling the provided information, etc.).

THE USE OF ‘STATISTICAL’, VERIFIED HISTORICAL DATA OR USUAL COST ACCOUNTING PRACTICES

When establishing their SCOs, the managing authorities can use statistical data (from different sources), verified
historical data (on projects or operations funded from a CPR Fund)?* or usual cost accounting practices.

When the managing authority decides to use statistical or verified historical data, it should describe:

= the categories of costs covered;

=  the calculation method used;

= thelength of the series to be obtained: in accounting data over a representative period of time should
be obtained so as to identify any potential exceptional circumstance which would have affected actual
costs in a specific year as well as the tendencies in the cost amounts. This reference period should be
used in order to take yearly fluctuations into account. For example, a period of three years could be
considered representative. However, if the managing authority can demonstrate that the use of data
over a period of less than three years is justified, this can be acceptable(e.g. where a new programme
has been set up and data for only 2 years is available, this could suffice; where three-year data do not
exist, depending on the particularities of the case, 2-year data may be accepted). This needs to be
assessed on a case-by-case basis.

= the reference amount to be applied, for example the average costs over the reference period or the
costs as registered over the last years;

24 Planned budget (e.g. from a previous call for proposals) cannot be used as a source of data for the calculation method in accordance with
Articles 53(3)(a), 94(2)(a) CPR), as the historical data must be verified.

The planned budget of the specific operation can be used for setting up a SCO on the basis of a draft budget in accordance with Article 53(b)
CPR for operations below 200 000 EUR and in accordance with Article 94(2)(b) CPR.
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= adaptations, if any, that are needed to update the reference amount. Adjustment may be applied to
update costs from previous years to current prices.

According to Article 53(3)(a)(ii) and (iii), the managing authority can also use individual beneficiary-specific data
to establish SCOs applied to individual beneficiaries. Given the requirements involved in the use of beneficiary-
specific data, these methodologies are simplifications for beneficiaries who will implement many projects over
the programming period.

The verified historical data of individual beneficiaries:

This method is based on the collection of past accounting data from the beneficiary, for actual costs incurred for
the categories of eligible costs covered by the simplified cost option defined. Where necessary, these data
should cover only the cost centre or department of the beneficiary that are related to the operation. This, in
fact, pre-supposes the existence of an analytical accounting system at beneficiary level. It furthermore implies
that any ineligible expenditure is filtered out from any calculation supporting the simplified cost options.

Application of the usual cost accounting practices of individual beneficiaries:

Usual accounting practices are practices which the beneficiary uses to account for all of its usual day-to-day
activities and finances (including those not linked to EU support). These methods must comply with national
accounting rules and standards. The length of use is not critical. An accounting method is not ‘usual’ if it has
been customised for a particular operation or set of operations, for example those receiving EU support, and
differs from the accounting method(s) used in other cases.

Itis important to differentiate between actual costs and costs determined according to the usual cost accounting
practices of individual beneficiaries.

Thus, actual costs mean costs calculated as exactly as possible (‘costs actually incurred by the beneficiary and
paid’) for the time period of the operation. For example, for hourly staff costs, use of standard hours as a
denominator is accepted (see for instance the 1720 hours in Chapter 2.3.2), but the numerator for the purpose
of calculating ‘actual costs’ is the total eligible staff costs for each particular person assigned to the action.

An hourly cost based on the beneficiary’s cost accounting practices could be calculated on the basis of an average
of the remuneration costs of a larger aggregate of employees. This average is normally a grade or some similar
measure, which correlates to the gross employment costs, but the comparison can also be a cost centre or
department (related to the operation) where gross employment costs may vary considerably within the
aggregate group of employees.

Therefore, to ensure equal treatment among beneficiaries and that the grant does not cover ineligible costs, the
document setting out the conditions for support for the operation authorising beneficiaries to use their cost
accounting practices must provide for minimum conditions. Those minimum conditions aim at ensuring that the
cost accounting practices result theoretically and practically in a fair and equitable system. This implies the
existence of an analytical accounting system at beneficiary level. It furthermore implies that any ineligible
expenditure is filtered out from the calculation.

Common requirements for the use of individual beneficiary-specific data

The managing authority will have to verify individual beneficiary-specific data through a case-by-case approach.
This needs to be done at the latest when providing to the beneficiary the document setting out the conditions
for support for the operation. Depending on the assurance obtained from the beneficiary’s internal management
and control system by the managing authority, it may be necessary for beneficiary-specific data to be certified
by an external auditor or, in the case of public bodies, by a competent and independent accounting officer, to
ensure reliability of the reference data used by the managing authority. Certification of historical data may take
place as part of statutory audits or contractual audits. Any certification carried out in this manner would require
in-depth knowledge, by the external auditor or independent accounting officer, of the CPR and the Fund-specific
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Regulations in respect of e.g., the audit trail, the eligibility of the underlying costs and applicable law. Therefore,
the audit authority may well be invited to support this process.

Where the risk of error or irregularity in the past accounting data used is deemed low, for instance, the
calculation method may be based on data not certified by an auditor ex-ante. The managing authority would
need to be able to demonstrate, in an objective manner, that the risk is indeed low and why it considers that
the beneficiary’s accounting system is reliable, complete and accurate.

THE USE OF OTHER OBJECTIVE INFORMATION OR AN EXPERT JUDGEMENT
Other objective information could, for instance, take the form of:

= surveys, studies, market research, etc. (need to ensure a proper documentation);
= data on remuneration for equivalent work.

Expert judgements should be based upon a specific set of criteria and/or expertise that has been acquired in a
specific knowledge area, application or product area, a particular discipline, an industry, etc. It needs to be
documented and specific to the particular circumstances of each case. The CPR does not define the expert
judgement. It will be for the managing authorities to specify the requirements for a judgement to qualify as
expert and to ensure that there is no conflict of interests. For any expert chosen the managing authority would
need to demonstrate his/her expertise in the relevant field as well as his/her independence.

Thresholds, ceilings or other maximum values set in national rules can be considered as other objective
information. However, they can only be applied by the managing authority, provided that the managing
authority can demonstrate that they represent a fair value and a reliable proxy.

USE OF HISTORICAL DATA FROM PREVIOUS PROGRAMMING PERIODS

The use of verified historical data from previous programming periods (e.g., 2007-2013 and 2014-2020), may be
accepted if it is demonstrated that the amounts are still relevant. This means that the programme authorities
should ensure that this data is still a reliable proxy to real costs and adjust it where needed.

3.2.2. DRAFT BUDGET

As set out in Articles 53(3)(b) and 94(2)(b) CPR, another method to setup simplified cost options is a draft budget.

For the SCOs used at the “lower level” (Member State — beneficiary), this applies only to operations whose total
cost does not exceed EUR 200 000 and needs to be established on a case-by-case basis and agreed in advance
by the body selecting the operation. The total costs of the operation are all the costs needed to implement the
operation, as specified in the document setting out the conditions for support for the operation. There is no
such limitation for the set-up of simplified cost options used at the “upper level” (Commission — Member State).

In case of small projects financed by Interreg programmes, according to Article 25(6) Interreg Regulation, the
beneficiary managing the small project fund can — on a case-by-case basis — use the draft budget to establish
simplified cost options to reimburse final recipients if the public contribution to the small project does not
exceed EUR 100 000.

The possibility of using a draft budget can facilitate the implementation of the compulsory use of
IE/ simplified cost options for small operations (see also Article 53(2) CPR). In fact, this method allows
some simplified costs to be calculated if the operation is very specific.

For a draft budget used at the “lower level”, as a first step, the managing authority (or the monitoring committee
for Interreg programmes) has to outline the principles of the calculation method in or alongside the call for
proposals.
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In this respect, it is highly recommended that the managing authorities (or monitoring committees for
D@ Interreg programmes) establish parameters or maximum cost levels that are used to compare at least

the most important budgeted costs against these parameters. The managing authority may also set
minimum benchmarks on the quality of the expected outcome or results. The absence of such parameters,
minimum benchmarks or maximum cost levels may render it difficult for any managing authority (or monitoring
committee for Interreg programmes) to ensure equality of treatment and observance of sound financial
management.

Based on programme rules, it is then up to the applicants for funding to prepare and submit detailed and
factual budgets and to provide documents to justify all the costs in the budget. SCOs (including milestones for
lump sums) should be defined in close cooperation with applicants (or beneficiaries after the selection of
operations) so that they are aware of what has to be delivered and of supporting information/evidence to be
provided to generate payments.

Subsequently, draft budgets are assessed by the managing authority. Even if it is recommended, when
assessing the budget, it will not be necessary for the managing authority to compare the draft detailed budget
proposed by the potential beneficiary with comparable operations. When supporting the same beneficiary
several times it is recommended to compare the draft detailed budget with previously supported operations.

Finally, the managing authority (or the monitoring committee for Interreg programmes) is transforming the
draft budget into SCOs (i.e., flat rates, lump sums and unit costs) before or after the selection of operations (but
before issuing the document setting out the conditions of support which needs to include the SCO). The defined
SCOs (and possible milestones for lump sums) should be reflected in the document setting out the condition for
support for the operation. The managing authority / monitoring committee cannot delegate the assessment and
transformation of draft budgets in SCOs to beneficiaries. For small projects selected under small project funds
for Interreg programmes, it is the beneficiary managing the small project fund who assesses the draft budget.

The managing authority (or monitoring committee for Interreg programmes) should demonstrate and archive
its assessment of the draft budget and the related supporting documents for the calculation or justification of
the costs of all categories of the draft budget. The draft budget is not part of the document setting out the
conditions for support for the operation drawn up between the managing authority and the beneficiary. The
management verifications of the operation or project will be based only on the type of simplified cost options
applied, not on the budget itself.

Simplified cost options may be based on a draft budget in relation to the whole or part of the budget of the
operation or project. As an example, for an operation composed of 5 different activities:

=  activity 1 and 2 of the operations are reimbursed on the basis of real costs or on the basis of another
simplified cost option;

= activity 3, 4 and 5 of the operations are reimbursed as unit costs established on the basis of a draft
budget.

Furthermore, the flat rates enshrined in Articles 54 to 56 CPR may be applied to establish the relevant categories
of costs of a draft budget.

The principles explained above are also applicable for a draft budget used at the “upper level”.

The operations consist of a lump sum below EUR 100 000 for a small preparational project (e.g., reducing the
environmental impacts caused by acid sulphate soils).
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In the call for proposals, the intermediate body sets out (1) the use of the lump sums and clearly defines the
main tasks to achieve the defined outcome, milestones, timeline of activities, and (2) sets out detailed criteria
against which the most important budgeted costs are compared.

In its application, the beneficiary sets out its draft budget and provides documents to justify all the costs in
the budget. The beneficiary provides detailed information on each budget line for each task of the project.
These are then assessed by the intermediate body on the basis of (1) eligibility of the costs, and (2)
justifications of the costs. If necessary, the intermediate body requests additional information and data (e.g.,
further comparison to similar projects).

The draft budget is as follows:

Summary of the costs Total (in EUR)
1. Total salary costs 58 440

2. Outsourced services 1 000

3. Investment in machinery and equipment 0

4. Other direct costs 0

5. Indirect costs 14 026

Total 73 466

After analysing the draft budget, the intermediate body approves the estimated costs and sets out a lump
sum of EUR 73 466 to be paid to the beneficiary once the project is implemented.

In the implementation phase of the project, no justification of the actual cost is required. Grants will be
reimbursed based on the lump sum established ex-ante and after achieving the outcome.

A beneficiary intends to organise a seminar for 50 participants to present new implementation tools.

Staff spends time on planning and organising the event, a place is rented, some speakers come from abroad,
and minutes of the event will have to be published. There are also indirect costs relating to staff (accounting
costs, director, etc.) and electricity, phone bills, IT support, etc.

The draft budget is as follows:?

Total Direct costs 45 000 Total Indirect costs 7 000
Direct Staff costs 30 000 Indirect staff costs 4000
Room costs 4 000 Electricity, phone. 3000
Travel costs 5000
Meals 1000

2 This draft budget has an illustrative purpose only. This should not be considered as a sufficiently detailed draft budget.
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Information / Publicity ‘ 5000 ‘

This draft budget is discussed and agreed between the managing authority and the beneficiary. The
calculation of the simplified cost option will be based on the information provided to and verified by the
managing authority.

The managing authority could decide to calculate the grant on the basis of a unit cost, based on the number
of participants at the seminar: unit cost = EUR 52 000/50 = EUR 1 040 per participant.

The document setting out the conditions for support for the operation drawn up between the managing
authority and the beneficiary must specify the definition of the unit costs (what is a participant), the maximum
(minimum) number of participants, the audit trail and its unit cost (EUR 1 040).

Reference to Article 53(3)(b) CPR is to be made in the document setting out the conditions for support for the
operation.

3.2.3. USE OF SIMPLIFIED COST OPTIONS FROM UNION POLICIES

According to Articles 53(3)(c) and 94(2)(c) CPR, the managing authority can make use of corresponding unit
costs, lump sums and flat rates applicable in Union policies for a similar type of operation. The main aim of this
method is to harmonise the rules between Union policies. The intention is to clarify that where simplified cost
options are already developed for a particular type of operation under an EU policy, the Member State does not
need to duplicate this effort under the CPR Funds and can re-use the method and its results.

All the applicable methods under Union policies could be used for similar operations if the Union policies are in
force at the time of the set-up of the methodology. The methods from Union policies can be used without
additional calculations.

The method needs to be used in its entirety: for instance, the definition of direct / indirect costs, eligible
expenditure, scope, updates) and not only its result (the rate of X %). As a general principle, all elements of the
method that could have an impact on the unit cost / lump sum / flat rate should be taken into consideration. A
case-by-case examination is necessary.

There is no indication in the CPR of what is understood by similarity of operations. It is for the
managing authority to assess on a case-by-case basis whether in a particular case the condition of
similarity is fulfilled.

If the method under the Union policy is modified during the programming period then the same modification
should apply to the operations selected under calls launched after the modification.

Any modification with regard to the method under Union policy which was used to setup a methodology under
Article 94(2)(c) CPR must be reflected in Appendix 1 of Annexes V and VI CPR via a request for amendment to
the programme that needs to be approved by Commission decision.

Examples of SCOs in Union policies are:

= Erasmus+: lump sums and unit costs (e.g., rates for travel distance, linguistic support, preparatory visits,
course fees, organisation of the intensive programmes) are used in the programme;

=  (Citizens, Equality, Rights and Values (CERV) programme: lump sums per participant in in-situ and
physical events are defined in the EC decision authorising the use of lump sums for actions under the
CERV programme (2021-2027);

=  Horizon Europe: 3 types of SCOs can be found from Horizon Europe (flat rate, unit costs, lump sums)
set out in Commission decisions; — e.g., unit costs for SME owners, unit costs for staff mobility, lump
sums and unit costs for Marie Sktodowska-Curie actions;
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=  European Solidarity Corps: the decision authorising the use of lump sums, unit costs (e.g., travel costs,
organisational support, project management support, staff costs, linguistic support, coaching costs) and
flat-rate financing for volunteering, traineeships, jobs and Solidarity Projects.

3.2.4. USE OF SIMPLIFIED COST OPTIONS FROM SCHEMES FOR GRANTS FUNDED ENTIRELY BY MEMBER
STATES

According to Articles 53(3)(d) and 94(2)(d) CPR, the managing authority can make use of corresponding unit
costs, lump sums and flat rates applicable under schemes for grants funded entirely by the Member State for a
similar type of operation. Simplified cost options used under national support schemes (such as scholarships,
daily allowances) can be used without additional calculations, if the national schemes are in force at the time
of the design of the methodology.

According to the second paragraph of Article 54 CPR, flat rates for indirect costs calculated in accordance with
point (a) of Article 67(5) of Regulation (EU) No 1303/2013, i.e., based on a fair, equitable and verifiable method,
may be used for similar operations financed in the 2021-2027 programming period. These flat rates may be used
for the purposes of Article 54, first paragraph, point (c) CPR, i.e., to justify the rate of up to 25% of eligible direct
costs to reimburse indirect costs. Thus, the ceiling of up to 25% established in Article 54, first paragraph, point
(c) CPR applies to these flat rates.

All the applicable national methods may be used for similar operations supported by the CPR Funds (see
Chapter 3.2.3 regarding the notion of ‘similarity’). For example, an operation supporting apprenticeships funded
entirely by national/regional resources can be considered a national scheme. The method should be re-used in
its entirety and not only its result. Regional or other local calculation methods may also be used but normally
have to be applied to the geographical area in which they are in use or a smaller one (e.g., if a methodology is
applied in only one region, it can be re-used by the region concerned but not by another region of this Member
State where the national methodology is not applicable). However, if the conditions are sufficiently comparable,
other applied methods can serve as an example or model (see Chapter 3.2.7).

If the method is modified during the programming period, the same modification should apply to the operations
selected under calls launched after the modification.

Any modification with regard to the national method which was used to set up a methodology under Article
94(2)(d) CPR must be reflected in the Appendix 1 of Annexes V and VI CPR via a request for amendment to the
programme that needs to be approved by Commission decision.

3.2.5. USING FLAT RATES AND SPECIFIC METHODS ESTABLISHED BY OR ON THE BASIS OF THE CPR OR THE
FUND-SPECIFIC RULES

The CPR and the Fund-specific regulations define several specific flat rates., i.e. “off-the-shelf”’ flat rates. The
flat rates set out in the CPR and the Interreg Regulation are discussed above, in Chapter 2.2. The intention is to
give legal certainty and to reduce the initial workload or the need for available data to establish a flat rate system
because there is no requirement to perform a calculation to determine the applicable rates. However, such
methods are not suited to all types of operations.

|Il

Simplified cost options established at the “upper level” by a Commission decision approving a programme or a
programme amendment as referred to in the first subparagraph of Article 94(3) CPR and Appendix 1 to Annexes
V and VI CPR may be used at the “lower level” on the basis of Article 53(3)(e) CPR for the specific programme.
However, the SCO can only be used insofar as it is designed to cover beneficiaries’ costs in an appropriate (or
the same) type of operation, otherwise it would not constitute a reliable proxy to real costs. In addition,
simplified cost options established on the basis of Article 94(3) CPR are programme-specific and cannot be

automatically used in the implementation of other programmes or in other Member States. They can be,
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however, used by programme authorities as an example to develop their programme-specific schemes that need
to be submitted for approval by the Commission.

Additional methods may be established by the Fund-specific Regulations (for reference, see the table in Chapter
2.2.1.).

Third parties reimbursed by beneficiaries of an operation are not concerned by Articles 53 to 56 CPR. This means
that there is no direct application of the provisions of the CPR or Fund-specific Regulations (except where
specifically referred to) to subsequent support from the beneficiaries to third parties. In case of Interreg’s Small
Project Fund, it is possible for the beneficiary redistributing the support to final recipients to set out a
methodology for the application of SCOs taking inspiration from the CPR or Interreg rules on SCOs.

3.2.6. USE OF SIMPLIFIED COST OPTIONS FROM PREVIOUS PROGRAMMING PERIODS

Itis possible to use methodologies established in previous programming periods if the conditions in the previous
programming period remain relevant and valid for the programming period 2021-2027 (type of activities,
categories of costs covered, etc.) and the original data is auditable. In this case, the managing authority (or the
monitoring committee for Interreg programmes) should ensure that the methodology is adapted to the new
legislation applicable to the programming period 2021-2027. Should such a methodology be proposed at the
“upper level” the audit authority would need to assess it at this moment in time (if the methodology was audited
in the previous programming periods, the previous audit work can be relied upon, provided an adequate audit
trail is available).

3.2.7. RE-USE/RECYCLE SIMPLIFIED COST OPTIONS SET UP WITHIN THE SAME MEMBER STATE OR FROM
OTHER MEMBER STATES

Different simplified cost options methodologies can co-exist in a Member State, i.e., SCOs set up in certain or all
national/regional programmes at upper and/or lower level. These methodologies can be of interest for
managing authorities from other programmes or other Member States who wish to set up similar schemes.
However, being programme- (or even call-) specific, these simplified cost options and their corresponding
amounts/rates cannot be automatically used under other programmes or by other Member States. Managing
authorities need to review the methodology and adapt it, where needed, to the specificities of their programme
(type of activities, categories of costs covered, etc.). Moreover, the data sources, calculations and amounts also
need to be adapted to the programme under which the SCOs will be implemented.

These considerations stand for the development of simplified cost options at both upper and lower

levels. At the “upper level”, the new SCO must be assessed by the audit authority before its submission
to the Commission. Where a new SCO is used at the lower level, it is strongly recommended to ask the

audit authority for their ex-ante assessment.

3.3. PROCEDURAL STEPS TOWARDS APPROVAL OF A SIMPLIFIED COST OPTION IN THE
PROGRAMME (THE “UPPER LEVEL")

According to Article 94(1) CPR, simplified cost options for the reimbursement of the Union contribution to a
programme can be based on the amounts and rates set out in a Commission decision approving the programme
or programme amendment. Member States can also use SCOs set out in a delegated act adopted by the
Commission (see section 4.4.)

According to Article 94(2) CPR, Member States need to submit to the Commission a proposal in accordance with
the templates set out in Appendix 1 of Annexes V or VI CPR, as part of the programme submission or of a request
for its amendment. Therefore, the procedure for approval or amendment of a programme applies.
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The submission of Appendix 1 is needed if simplified cost options are applied at the “upper level”,
Q regardless the form of reimbursement between the managing authority and beneficiary. The

submission of Appendix 1 is not needed if simplified cost options are applied exclusively at the “lower
I”

leve
methods are defined by a delegated act in accordance with Article 94(4) CPR (see Chapter 4.4.).

or for simplified cost options from a delegated act. The latter’'s amounts and adjustment

Informal exchanges with the Commission prior to the submission of a programme or a request for
amendment are recommended as they facilitate and accelerate the process of the formal approval
procedure.

When submitting Appendix 1 of Annexes V and VI CPR, the Member State(s) or Interreg programme will need to
state the source of data used to calculate the simplified cost options providing detailed information on where
produced, collected and recorded data come from, where they are stored, any cut-off dates as well as how they
are validated. The audit authority assesses if the data used are reliable and relevant, as part of its audit
assessment prior to the submission of Appendix 1 to Annexes V or VI CPR to the Commission.

’IJ The positive ex-ante assessment by the audit authority of the proposals made by Member States is
a pre-condition for submitting Appendix 1 to the Commission’s approval.

The decision approving or amending the programme will set out the types of operations covered by the
reimbursement based on simplified cost options included in Appendix 1, the definition and the amounts covered
by those simplified cost options and the methods for adjustment of the amounts.

Simplified cost options approved in a programme become mandatory and it is no longer possible that the Union
contribution for the concerned types of operations is reimbursed in a different form (e.g., costs actually incurred)

For further instructions and examples on how to fill in Appendix 1, see Annex 2.

3.4. ADAPTATION OF SIMPLIFIED COST OPTIONS IN TIME (ADJUSTMENT METHOD)

The methodology setting out the simplified cost options may include a description of an adjustment method for
the simplified cost options amounts. The adjustment of the amounts is not mandatory, but it is strongly
recommended, especially for simplified cost options used over a longer period, in order to take account of
inflation or economic changes (e.g., in energy costs, levels of salaries, etc) and to ensure that the simplified cost
option remains a reliable proxy of the real costs. Moreover, if — for SCOs used at the “upper level” — the
adjustment method is included in Appendix 1 of Annexes V and VI CPR, applying the adjustment is not considered
a modification of the simplified cost option methodology and does not require a programme amendment.

The methodology setting out the simplified cost options should include sufficient details about the adjustment
method envisaged (e.g., index used, timing and frequency of the adjustment, formula for adjustment, ...).

A good practice is to link the adjustment with the index specific to the main cost categories covered
by the simplified cost options, but the Member States are free to establish other adjustment methods,
if they are documented and duly justified.

The managing authority (or monitoring committee for Interreg programmes) may decide to not include an
adjustment method in the methodology if they consider that the simplified cost options will not need
adjustment over the period of its application.

42





CPRE_24-0015-00
26/09/2024

CHAPTER 4: IMPLEMENTING SIMPLIFIED COST OPTIONS

4.1. CURRENCY USED FOR SCOS ESTABLISHED AT THE “UPPER LEVEL”

According to Article 87 CPR, all amounts set out in the programmes, reported or declared to the Commission by
Member States are required to be denominated in euro. This provision applies also to Appendix 1 of Annexes V
or VI CPR as the appendix is part of the programme. In practice, this means that:

= the amounts of simplified cost options in Appendix 1 of Annexes V and VI CPR have to be set in euro;

=  the decision approving the programme or the amendment to programme must include amounts set
out in euro;

= and the simplified cost option amounts to be included in payment applications are to be denominated
in euro as well.

Irrespective of the result of the conversion at national level, the amount to be included in a payment
’I—\ application to the Commission cannot be different from the simplified cost option amount approved
in the Commission decision.

In the case of Member States that have not adopted the euro as their currency, these requirements might
increase the risk of differences between the amounts to be included in payment applications and the amounts
reimbursed by the managing authorities to the beneficiaries in the national currency because of fluctuations in
the exchange rates between the euro and the national currency.

Member States can mitigate this situation for example by including in the Appendix 1 of Annexes V
and VI CPR:

= afixed exchange rate (e.g., on the basis of a projection of the exchange rate);

=  anadjustment method that prevents that the amounts reimbursed by the Commission in euro
differ from the amounts reimbursed by the managing authorities to the beneficiaries (e.g.,
adjustment of the exchange rate used in Appendix 1 in case of a pre-defined deviation —
upwards or downwards — between the rate published on the InforEuro page over a certain
period of time and the original exchange rate at the time of the submission of Appendix 1 to
the Commission).

4.2. APPLICATION IN TIME OF SIMPLIFIED COST OPTIONS ADOPTED IN THE PROGRAMME

The Commission will start reimbursing the Member State based on simplified cost options once these are
approved in a programme through a Commission decision approving the programme or its amendment. Only as
of that moment, the managing authority can include the agreed amounts in payment applications to the
Commission.

However, it is possible that simplified cost options are already being implemented at the level of the
beneficiaries before approval by the Commission of the methodology submitted in Appendix | of Annexes V and
VI CPR. Until a decision in line with Article 94(3) CPR is adopted, the managing authority may declare to the
Commission the amounts corresponding to the costs reimbursed to the beneficiaries by the managing authority
(“lower level”). This means that the managing authorities may include the expenditure of the simplified cost
operations in column B of the payment application (Annex XXIII CPR) in line with Article 91(4)(c) CPR (for more
information on payment applications, see Chapter 4.3). However, the expenditure declared in column B should
not be included again in column C of the payment application.

To the extent possible, to avoid any potential inconsistencies between the methodologies approved
at the two levels for the same simplified cost options, Member States are recommended to submit
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the simplified cost option under Article 94 CPR and obtain the Commission approval for the upper level, before
using the concerned SCOs at the “lower level”.

After the decision on the programme or its amendment is adopted, the Commission will start reimbursing the
Union contribution to a programme on the basis of the simplified cost options herein. The managing authority
will include these amounts in column C of the payment application (Annex XXIll to the CPR) in line with Article
91(4)(b) CPR (see also Chapter 4.3.).

The Commission decision approving a simplified cost option under Article 94 CPR has no impact on the eligibility
of expenditure, i.e., no new expenditure will become eligible as a result of this decision. The rules on the
eligibility of expenditure are set out in national rules and in Article 63 CPR. The Commission’s decision impacts
only the mode of reimbursement between the Commission and the Member States.

4.3. HOW TO DECLARE SIMPLIFIED COST OPTIONS IN THE PAYMENT APPLICATIONS

Article 91(3) CPR provides that the payment applications are to be submitted in accordance with Annex XXIII
CPR, per priority (specific objective and type of action for AMIF, BMVI and ISF programmes) and, where
applicable, by category of region.

For the SCOs used at “upper level”, the amounts as approved by a Commission decision referred to in Article
94(3) CPR or set out in the delegated act referred to in Article 94(4) CPR need to be declared in column C of
Annex XXIII CPR.

The amounts of simplified cost options set by the Member State at “lower level” for the reimbursement of the
beneficiary by the Member States which are not covered by SCOs used at “upper level” are to be included in
column B of Annex XXIII CPR. According to Article 91(4)(c) CPR, for grants reimbursed in the form of SCOs, the
amounts included in a payment application are the costs calculated on the applicable basis (i.e., the SCO).

The amounts reimbursed to beneficiaries for the cases covered by Article 91(4)(b) CPR, i.e., reimbursement of
the Union contribution in the form of a simplified cost options, reported in column C may not be included in
column B to avoid double financing of the same expenditure. There are differences in the way the SCOs are
declared in the payment applications and accounts. In particular, in the accounts all the total amount of eligible
expenditure declared for reimbursement is included in column A of the accounts (i.e., real costs, Financing Not
Linked to Costs and all SCOs regardless of whether they are subject to Article 94 CPR or not).

The amounts approved by the Commission decision are binding and, thus, the Member States has to declare to
the Commission the amounts as approved, i.e., it cannot include amounts in the payment applications that
would be different than those in the decision approving the programme (or its amendment). Any modifications
of the amounts which are not covered by the adjustment method in the decision approving the programme (or
its amendment) would require an amendment of the decision.

’Ir\ According to Article 93(5) CPR, the support from the Funds to a priority in the payment of the balance
of the final accounting year should not exceed any of the following amounts:

= the public contribution declared in payment applications;
=  support from the Funds paid or to be paid to beneficiaries;

= the amount requested by the Member State.

4.4. USE OF SIMPLIFIED COST OPTIONS SET OUT IN COMMISSION DELEGATED ACTS

According to Article 94(4) CPR, the Commission can adopt a delegated act defining at Union level unit costs,
lump sums, flat rates, their amounts and adjustment methods in line with the calculation methods of Article
94(2) CPR.
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After the adoption of the delegated act, Member States can request the reimbursement of the Union
contribution to the programme by using amounts and rates set out in the act (and, if applicable, adjusted in line
with the adjustment methods approved in the delegated act); those amounts need to be declared in column C
of Annex XXIII CPR. It is important that in the implementation of the operation, the rules of the delegated act
are observed, inter alia on eligible activities and the audit trail. Member States can submit their payment
applications with the corresponding amount set out in the delegated act without prior approval by the
Commission.
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CHAPTER 5: HORIZONTAL PRINCIPLES

5.1. PUBLIC PROCUREMENT AND THE USE OF SIMPLIFIED COST OPTIONS

Since the 2021-2027 programming period, simplified cost options can also be used in an operation or project
forming part of an operation which is implemented by the beneficiary exclusively through public procurement.

Operations subject to public procurement contracts are considered by the Commission to be operations
implemented through the award of public contracts in accordance with Directive 2009/81/EC, Directive
2014/24/EU and Directive 2014/25/EU, or through the award of public contracts below the thresholds of the
same Directives based on national rules.

There is no exception from the mandatory use of simplified cost option for operations below EUR 200
’Ir\ 000 that are exclusively implemented through public procurement. The managing authorities (or

monitoring committees for Interreg programmes) will have to ensure the compatibility between the

rules on simplified cost options and the Union and national rules on the award of public contracts.

Whether an operation is fully procured should not have an impact on the calculation methods established in
Articles 53(3) and 94(2) CPR, which are the same for all types of operations, fully procured or not. The managing
authorities should design a methodology based on sufficient reliable data and foresee adjustment methods
which would ensure that the amounts of simplified cost options remain a proxy to real costs during the
implementation of the operations. Adjusting the amount of simplified cost options with the prices resulting from
public procurement procedures awarded in the framework of the given operation is not allowed. In addition,
simplified cost options including any adjustment method need to be set ex ante by the managing authorities and
should be included in the document setting out the conditions for support.

5.2. COMPATIBILITY OF SIMPLIFIED COST OPTIONS WITH STATE AID RULES

It should be emphasised that the State aid rules laid down in the Treaty are of general application. Whenever
funding provided in the form of SCOs at the “lower level” constitutes State aid within the meaning of Article 107
TFEU, these rules must be complied with.

The managing authorities (or the monitoring committees for Interreg operations) must therefore ensure that
the categories of costs for which simplified cost options are established, are eligible under both the CPR Funds
rules and the State aid rules. They must also ensure that the maximum aid intensities set out in State aid rules
and the incentive effect are respected. In the case of compensation for services of general economic interest
which constitutes state aid the amount of compensation has to be respected.

EU State aid rules require prior notification to the Commission of all new aid measures. Member States must
wait for the Commission's decision before they can put the measure into effect. Block exemption regulations,
i.e., the General Block Exemption Regulation (EU) No 651/2014 (GBER?® and, among others, the Fisheries Block
Exemption Regulation (EU) 2022/2473 (FIBER)? provide for exemptions from the obligation of Member States
to notify to the Commission aid schemes and ad hoc aid that fulfil the conditions stipulated therein. Similarly,
the decision on State aid in the form of public service compensation for services of general economic interest 2
(“the SGEI decision”) sets out the conditions under which State aid in the form of public service compensation

26 Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible with the internal market in
application of Articles 107 and 108 of the Treaty, OJ L 187, 26.6.2014, p. 1.

27 Commission Regulation (EU) 2022/2473 of 14 December 2022 declaring certain categories of aid to undertakings active in the production,
processing and marketing of fishery and aquaculture products compatible with the internal market in application of Articles 107 and 108 of
the Treaty on the Functioning of the European Union, OJ L 327, 21.12.2022, p. 82.

28 Commission decision 2012/21/EU of 20 December 2011 on the application of Article 106(2) of the Treaty on the Functioning of the
European Union to State aid in the form of public service compensation granted to certain undertakings entrusted with the operation of
services of general economic interest.
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granted to undertakings entrusted with the operation of services of general economic interest is exempt from
the prior notification requirement. Other documents such as sector-specific Commission Guidelines?® should
also be taken into consideration when devising State aid as they lay down the conditions for notified State aid
to be considered compatible with the internal market.

However, not all support granted by public authorities is subject to EU State aid rules. First, it should be assessed
whether the support granted to an operation is considered State aid within the meaning of Article107(1) TFEU.
More information on the notion of State aid can be found in the Commission notice on the notion of State aid*
which clarifies the Commission's understanding of Article 107(1) TFEU, as interpreted by the Court of Justice of
the European Union. The provisions of the Regulations3! on ‘de minimis’ aid should also be taken into account.
Aid that constitutes ‘de minimis’ aid does not constitute State aid within the meaning of Article 107(1) TFEU.
Therefore, in case an operation funded by the CPR Funds falls within the scope of the relevant de minimis
Regulation, it means that the contribution by the CPR Funds does not constitute State aid. Therefore, in the case
of de minimis aid there is no need to assess compliance with State aid rules, only those relating to the CPR Funds
and the conditions for considering the support as de minimis aid.

Compensation for services of general economic interest (SGEI) may also not be State aid and thus may fall
outside the scope of application of State aid rules. The Commission communication on rules to compensation
granted for the provision of services of general economic interest3? explains in which circumstances this occurs.

GENERAL PRINCIPLES ON THE COMPATIBILITY OF SIMPLIFIED COST OPTIONS WITH STATE AID
RULES FOR THE REIMBURSEMENT OF GRANTS PROVIDED BY MEMBER STATES TO THE
BENEFICIARIES

When using simplified cost options, State aid and de minimis rules are to be considered at the stage of the
methodology preparation as well as at the stage of selection of operations/implementation, depending on
individual cases.

To ensure compliance of CPR Funds operations with the GBER, other Block Exemptions Regulations, the SGEI
decision and relevant Commission Guidelines, the following elements are to be considered:

=  Eligibility of costs covered by the SCOs with the GBER and the rules on the CPR Funds

First, when the managing authority wants to grant support that is considered to constitute State aid, the
conditions for granting the aid should be checked according to the relevant category of aid/exemption provision
under the GBER.

Then, the managing authority should ensure that, in the framework of this category of aid, the costs envisaged
for an operation are eligible, both on the basis of the relevant exemption provisions under the GBER and the
CPR Funds rules.

In this respect, Article 7(1) GBER allows for eligible costs under the GBER to be calculated in accordance with the
simplified cost options set out in the CPR, provided that the operation is at least partly financed through a Union

2 See for example the Guidelines on State aid for climate, environmental protection and energy (2022/C 80/01).

30 Commission Notice on the notion of State aid as referred to in Article 107(1) of the Treaty on the Functioning of the European Union, OJ
C 262,19.07.2016, p. 1.

31 Commission Regulation (EU) 2023/2831 of 13 December 2023 on the application of Articles 107 and 108 of the Treaty on the Functioning
of the European Union to de minimis aid; Commission Regulation (EU) No 717/2014 of 27 June 2014 on the application of Articles 107 and
108 of the Treaty on the Functioning of the European Union to de minimis aid in the fishery and aquaculture sector; Commission Regulation
(EU) No 2023/2832 of 13 December 2023 on the application of Articles 107 and 108 of the Treaty on the Functioning of the European Union
to de minimis aid granted to undertakings providing services of general economic interest.

32 Commission communication on rules to compensation granted for the provision of services of general economic interest (2012/C 8/02).
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fund that allows for the use of those simplified cost options and that the category of costs is eligible according
to the relevant exemption in GBER.

This means that where a simplified cost option has been established in accordance with the CPR or the Fund-
specific regulations, the amount reimbursed based on the simplified cost option will be used for the purposes
of the control of compliance with State aid rules, provided that the category of costs as such is eligible under
State aid rules and that the aid fulfils all conditions of the GBER.

Where simplified cost options are used, the categories of costs calculated on the basis of simplified cost options
should be identified in the methodology used to arrive at the amount of simplified cost options. Where simplified
cost options defined in the CPR or other fund specific rules are used, this should be ensured by the managing
authority when issuing calls for proposals for operations which may be subject to State aid rules, by stipulating
the categories of costs which will be funded by the CPR Funds for that operation and which are also compliant
with the GBER. It should be further stated in the document setting out the conditions for support for the
operation which categories of costs are considered eligible for that operation.

Managing authorities, when issuing calls for proposals for operations which may be subject to State aid rules,
have to stipulate, for the aid applicants, the categories of costs which will be funded by the CPR Funds for that
operation, allowing therefore to check their compliance with one of GBER provisions, i.e. that the categories of
costs were properly defined and are compliant with the relevant GBER provisions.

=  Eligibility of costs covered by the SCOs with the SGEI decision and the rules on the CPR Funds

The operation should fall under the combined scope of the SGEI Commission Decision 2021/21 and the relevant
provisions on the scope of support in the CPR and the Fund-specific Regulations.

=  Ensuring compliance with maximum aid intensity under GBER or compensation under SGEI
decision

Where a simplified cost option has been established in accordance with Articles 53 to 56 CPR or the relevant
provisions in the Fund-specific regulations, this amount will be used for the purposes of the control of
compliance with the State aid rules.

Managing authorities must use a reasonable and prudent hypothesis in order to ensure that the amounts of
simplified costs options represent a reliable proxy to real costs. This allows the amounts of simplified cost
options to be used to facilitate demonstration of compliance with maximum aid intensity, maximum aid amounts
or notification thresholds under the GBER or compensation level under the SGEI decision. The methodology will
be subject to audit to ensure that it is in line with the applicable CPR Funds and State aid rules.

For an example, please refer to Annex 3.
=  Ensuring respect of the incentive effect

According to Article 6 of the GBER, for most categories of aid, the GBER only applies to aid that has an incentive
effect. The aid is considered to have an incentive effect if the beneficiary has submitted a written application for
the aid to the Member State concerned with the content required by Article 6(2) GBER before work on the
project or activity starts (for ad hoc aid to large undertakings also the additional conditions laid down in Article
6(3) GBER apply).

If support constitutes state aid, there is an obligation for managing authorities to ensure ex-ante that
’I—\ the incentive effect is respected, regardless of whether simplified cost options are used or not. The
managing authorities have to ensure that the beneficiaries have not entered into any type of
contractual arrangements showing the willingness to pursue operations even in the absence of aid.
This ex ante check could be done by requiring a self-declaration from the aid applicant that it had not
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entered into firm legal commitment (start of works) before the submission of his application. Self-
declarations could be considered acceptable to demonstrate the incentive effect, provided there
exists an effective system of control allowing random checks on these self-declarations.

SPECIFIC PROVISIONS IN THE GBER AND THE USE OF SIMPLIFIED COST OPTIONS

Article 25(3)(e) GBER introduces a flat rate of up to 20 % that can be applied in research and development
projects for calculating additional overheads and other operating expenses, including costs of materials, supplies
and similar products, incurred directly as a result of the project. The application of the flat rate under Article
25(3)(e) GBER is alternative to the use of SCOs established under the CPR programmes or another Union fund
that allows the use of simplified cost options and without prejudice to them. The flat rate is to be applied to
total eligible research and development project costs referred to in Article 25(3)(a) to (d) GBER. The Member
State can use the flat rate introduced by GBER for operations co-financed by the Cohesion Policy Funds in
accordance with Article 53(3)(c) CPR as a corresponding flat rate applicable in Union policies for a similar type
of operation.3® When applying the methods used in other Union policies, the Member State has to ensure that
the method is used in its entirety and that the method is applied to similar types of operations.

In case of training aid scheme falling under Article 31 GBER, it is possible to apply the flat rate for indirect costs
calculated on the basis of direct costs listed under point (a) of the first subparagraph of Article 54 CPR to the
training aid scheme falling under Article 31 GBER. In order to ensure compatibility, indirect costs under point (a)
of the first subparagraph of Article 54 CPR calculated as a percentage of direct costs should be computed based
only on the categories of direct costs defined as eligible in Article 31(3)) GBER, taking into account the specific
limitations for each of them provided in the same GBER provision.

5.3. ERDF AND ESF+ SPECIFIC: CROSS-FINANCING

Pursuant to Article 25(2) CPR, when the ERDF or the ESF+ provide support to all or part of an operation for which
the costs are eligible under the other Fund (‘cross-financing’), cross-financing may be used up to a limit of 15%
of support from those Funds for each priority of a programme. The eligibility rules of the other Fund, i.e. the one
from which the cross-financing originates, apply to that (part of the) operation.

With the exception of flat rates, a single simplified cost option may be used in relation to expenditure eligible
under one or the other Fund. The application of the simplified cost options still requires that Member States to
comply with the above-mentioned 15 % ceiling.

Specifically, for flat rate financing in cases of cross-financing, separate flat rates should apply to

’Ir\ each ‘ESF+’ and ‘ERDF’ part of the operation. The ESF+ and ERDF flat rates for similar operations will
be applied respectively to the ESF+ and ERDF parts. Using an average of the two rates is not possible
as expenditure needs to be traceable to ensure respect of the overall 15% ceiling for cross-financing.
Where no rate exists for the other Fund for a similar type of operation (for example because the rule
is not applied for the other Fund or because there are no similar operations funded by the other
Fund), the managing authority has to determine the applicable rate according to the general legal
principles established in Article 53(3) CPR and Article 54 CPR.

33 For more information on the calculation method in Article 53(3)(c) CPR, please refer to section 3.2. Error! Reference source not found..
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Example 1: ESF+/ERDF cross-financing with unit costs or lump sums

If, for an ESF+ operation, the unit cost of EUR 6 per hour x trainee includes purchase of infrastructure for EUR
0.50 per hour eligible under the ERDF, the cross-financed amount will be EUR 0.50 x number of ‘hours x
trainee’ realised.

The same principle applies for lump sums: if the draft detailed budget includes some ‘cross-financed
expenditure’, it will be accounted and monitored separately. For example, within a EUR 20 000 lump sum
funded by an ESF+ programme, ERDF type expenditure represents EUR 5 000. At the end of the operation the
cross-financed amount will be the amount defined ex-ante (EUR 5 000 out of the EUR 20 000) or ‘zero’ if the
grant is not paid because the predefined output has not been reached. The binary principle of lump sumes, if
not mitigated by setting milestones, will also apply to cross-financed expenditure.

Example 2: ESF+/ERDF cross-financing with flat rate financing

In case a flat rate for indirect costs based on direct costs is used, the cross-financed amount will be the
amount of ‘cross-financed direct costs’, plus indirect costs calculated based on the flat rate applicable to
these ‘cross-financed direct costs’.

For example, within a EUR 15 000 operation funded by an ERDF programme, the ‘ESF+ type’ direct costs
represent EUR 3 000, and indirect costs are calculated as 15 % of direct costs (EUR 450). The cross-financed
amount would thus be EUR 3 450. If at the end of the operation the direct costs were reduced, the cross-
financed amount (including for indirect costs) would be reduced according to the same formula.

5.4. REQUIREMENTS RELATED TO THE COLLECTION, STORAGE AND PUBLISHING OF DATA

According to Article 72(1)(e) CPR, the managing authority is obliged to record and store electronically the data
on each operation necessary for monitoring, evaluation, financial management, verifications, and audits in
accordance with Annex XVII to the CPR.

According to the introduction to Annex XVII to the CPR, only data fields that are relevant to the operation in
question should be completed. There are data fields specific to the reimbursement in the form of simplified cost
options, either for the reimbursement of grants to the beneficiary (fields 86 — 96) or for the reimbursement of
the Union contribution to programmes (fields 112 - 114).

Information in data fields 23 and 24 on contractors, their beneficial owners, contracts, and sub-contractors does
not have to be recorded and stored in the case of indirect costs covered by a flat rate, unit cost or lump sum.3*
When a simplified cost option covers both direct costs and indirect costs, the requirement to record and store
data on contractors, their beneficial owners, contracts and sub-contractors applies only to the direct costs.

Furthermore, according to Article 49(3) CPR, managing authorities need to publish on their website a list of
operations selected for support by the Funds. The information required under Article 49(3) CPR should be based
on Annex XVII to the CPR and no additional data except the ones included in Annex XVII CPR should be collected
for the purpose of Article 49(3) CPR. As mentioned above, managing authorities do not have to record and store
electronically data on contractors in Annex XVII CPR for indirect costs covered by a unit cost, lump sum or flat

34 Please note that the information under field 23, information on contractors, their beneficial owners and contracts only has to be recorded
where the operation is implemented in accordance with Union public procurement rules (i.e., public procurement above the thresholds set
out in Directive 2014/24/EU or Directive 2014/25/EU). Information on sub-contractors under field 24 has to be recorded at the first level of
sub-contracting, only where information is recorded on a contractor under field 23, and only for sub-contracts above EUR 50 000 total value.
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rate. Therefore, the obligation to publish the name of contractors of the beneficiary set out in Article 49(3)(a)
CPR does not apply in relation to the contractor’s name in the case of public procurement for indirect costs
covered by a simplified cost option.

5.5. SIMPLIFIED COST OPTIONS AND ELIGIBILITY PERIOD

The second subparagraph of Article 63(2) CPR provides that in the context of unit costs and lump sums, the
actions constituting the basis for reimbursement are to be carried out between the date of submission of the
programme to the Commission or from 1 January 2021, whichever is earlier, and 31 December 2029. This means
that it is not the actual date of the payment by the beneficiary of the costs actually incurred, which is relevant
for the eligibility period, but rather the actions constituting the basis for reimbursement.

As for the flat rates, only the categories of costs to which the flat rate is applied (basis costs) - if based on real
costs - have to be incurred by the beneficiary and paid in implementing operations within the eligibility period
provided in the first sub-paragraph of Article 63(2) CPR. For example, if indirect costs are calculated in the form
of up to 25 % flat rate of eligible direct costs, in accordance with Article 54 CPR, the basis costs for the calculation
of the flat rate (eligible direct costs of the operation) have to be incurred by the beneficiary and paid in
implementing operations within the eligibility period, i.e., by 31 December 2029.
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CHAPTER 6: MANAGEMENT VERIFICATIONS AND AUDIT

Simplified cost options, except for the off the shelf SCOs, require an ex-ante approximation of costs based on,
for example, historical or statistical data. Being average or median amounts, or the result of other statistically
sound methodologies, it is inherent that SCOs may overcompensate or undercompensate to a limited extent the
actual costs incurred by the beneficiaries and paid in implementing operations. However, this is considered
acceptable under applicable rules as SCOs established on a correct methodology are deemed a reliable proxy to
real costs; any such overcompensation does not constitute unjust enrichment.

When SCOs are applied, management verifications and audits will not check ex post the costs actually incurred
by beneficiaries; they will check that the methodology setting up the SCO ex ante is in line with applicable
rules and that it is correctly applied.

This chapter describes the approach for management verifications and audits of simplified cost options.

6.1. GENERAL APPROACH FOR MANAGEMENT VERIFICATIONS AND AUDIT

Where simplified cost options are used at the “lower level”, for the purposes of determining the legality and
regularity of expenditure, both Commission and national audits will check the correct design of the
methodology. The correct application of the methodology will be verified during Commission and national audits
and management verifications.

Article 74(1)(a) CPR states that the managing authority is to verify that the co-financed products and services
have been delivered, that the operation complies with applicable law, the programme and the conditions for
support of the operation.

In addition, Article 74(1)(a)(ii) CPR states that for costs reimbursed on the basis of simplified cost options, the
managing authority is to verify that the conditions for reimbursement of expenditure to the beneficiary have
been met.

The requirements of Articles 74(1)(a) and 77(1) CPR and Annex XlII of the CPR that the co-financed products and
services have been delivered and the operation complies with applicable law do not imply that management
verifications and audits should verify or request documentation of the underlying costs (e.g. invoices, payment
documentation). Management verifications and audits will not cover the actual costs incurred by the
beneficiary (e.g. invoices, receipts) nor specific public procurement procedures underlying the expenditure
reimbursed on the basis of simplified cost options. As a consequence, these underlying financial or
procurement documents should not be requested with a view to checking the amounts (expenditure) actually
incurred by the beneficiary and paid.

For simplified cost options approved by the Commission for the “upper level”, according to Article 94(3) CPR,
management verifications and audits will exclusively aim at verifying that the conditions for reimbursement
by the Commission have been fulfilled.

Eligibility rules are to be complied with regardless of the form of reimbursement. Therefore, even when SCOs
are used in operations, the eligibility of the operation, beneficiary, participants (if applicable) needs to be
ensured.

AUDIT TRAIL

All documents required for the audit trail as set out in Annex XIIl CPR are to be kept according to Article 69(6)
CPR.
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SCOS AND RISK-BASED MANAGEMENT VERIFICATIONS

According to Article 74(2) CPR, management verifications are carried out based on a risk assessment performed
ex-ante. If according to the risk assessment, the managing authority has to verify expenditure declared under a
SCO (SCOs are not to be automatically excluded from the risk assessment), the checks will include the specific
points detailed in this Chapter.

CONFLICT OF INTERESTS

The conflict of interests is also to be addressed in operations using SCOs. The Commission’s guidance® on the
avoidance and management of conflict of interests under the Financial Regulation applies. Relevant examples
are provided in that guidance. Ineligibility of expenditure is to be decided on a case-by-case basis, depending on
the extent of the detected conflict of interest (the whole operation or only part of the operation).

Example: The European Social Fund (ESF) supported a research project at a university. The project received
financial support for hiring fixed-term researchers (reimbursement was made based on standard unit cost per
month per researcher). The project was approved through a competitive selection process. An audit for the
project uncovered conflicts of interests in the researcher selection process. Despite regulations requiring
impartiality, some evaluators reviewed applications where they had co-authored publications with the
applicants, which was not properly disclosed or addressed by the University or the managing authority.
Consequently, the auditors identified this as a conflict of interests, compromising the transparency and fairness
of the selection process. The auditors questioned the legality of the declared expenditures for the researchers
involved.

6.2. VERIFICATION OF THE CORRECT ESTABLISHMENT OF THE METHODOLOGY FOR THE
SIMPLIFIED COST OPTION

Verification of the methodology will be carried out at the managing authority or intermediate body level.

The audit authority assesses the establishment of the methodology ex-ante or during implementation, as
follows:

=  Forsimplified cost options used at the “upper level” (Article 94 CPR), it is mandatory that the audit
authority assesses the methodology ex-ante, before the submission of Appendix 1 of Annexes V
and VI CPR to the Commission. After the Commission’s approval of the simplified cost option, the
methodology will not be audited again by the Commission.

=  For simplified cost options used at the “lower level” (Article 53 CPR), it is highly recommended that
the audit authority assesses the methodology ex-ante and provides the result of its assessment
prior to implementation. If not, the audit authority will assess it during implementation, when
auditing expenditure reimbursed to beneficiaries based on simplified cost options. An ex-ante
assessment and validation of the methodology by the audit authority may significantly reduce the
risk of irregularities. In addition, the audit authority can use the result of its assessment for future
(assurance) audits, when operations using SCOs are sampled. For the programme, this approach
has the advantage of preventing systemic errors that could have financial consequences if detected
only during implementation. If the ex-ante assessment is carried out in sufficient depth and in a
well-defined framework and the audit authority comes to a positive conclusion (i.e. formal
validation of the SCO methodology), the audit authority can use the result of its assessment for
future audits, when operations in which the same SCOs are used are sampled.

35 Commission notice (2021/C 121/01),
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Verification of the SCO methodology generally will be carried out for a programme (or parts thereof) or several
programmes under the responsibility of the managing authority or an intermediate body. For SCOs based on
beneficiaries’ own data in accordance with Articles 53(3)(a)(ii) and (iii) and 53(3)(b) CPR, that verification will be
carried out for specific beneficiaries.

In practice, the audit authority will verify if the simplified cost option was set up in compliance with the
requirements for calculation methods specified in Article 53(3) for “lower level” and Article 94(2) CPR for “upper
level” and relevant provisions defined by the programme authorities for such simplified cost option.

The assessment by the audit authority of the methodology developed by the managing authority for any type of
SCO will include:

= Checking that the methodology was designed based on the methods described in the CPR and that
it is properly described;

= Verifying that the categories of costs covered by the SCO are eligible;
=  Verifying that the audit trail for deliverables is described and adequate;

= |n case combination of several SCOs and/or real costs is possible in the same operation, checking
that there is no risk of double financing (e.g. categories of costs covered by flat rates are clearly
separated);

= If an adjustment method is proposed, assessing if the adjustment method is relevant for the
specific SCO and

= |f the SCO will be used in operations subject to State aid rules, the costs covered by the SCO are
eligible according to the State aid rules.

In addition, the following elements are to be checked:

For SCOs based on a fair, equitable and verifiable calculation method:

= Checking that information on the calculation method is documented, easily traceable and correct;
= Verifying that costs included in the calculations are relevant and eligible;

= Verifying the reliability/accuracy of data.

For SCOs based on a draft budget:

= Verifying that the budget was reviewed and agreed ex-ante by the managing authority. In case it is
a “lower level” SCO, the audits will verify that the total cost of the operation does not exceed EUR
200 000 or EUR 100 000 in case of projects implemented under a small project fund (Article 25
Interreg Regulation)

For SCOs based on corresponding unit costs, lump sums and flat rates applicable in Union policies:

=  The rules on the corresponding EU policy SCOs were still applicable at the moment of the call for
proposals (for “lower level” SCOs) or at the moment of the programme amendment submission to
the Commission (for “upper level” SCOs)

=  Verifying that the totality of the methodology was re-used

= Verifying that the SCO is used for similar operations.
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For SCOs based on corresponding unit costs, lump sums and flat rates applicable in Member States:

= The rules on the corresponding Member State SCOs were still applicable at the moment of the call
for proposals (for “lower level” SCOs) or at the moment of the programme amendment submission
to the Commission (for “upper level” SCOs);

=  Verifying that the totality of the methodology was re-used;

= Verifying that the SCO methodology under the national policy is applied under schemes for grants
funded entirely by the Member State;

= Verifying that the SCO is used for similar operations.

The auditing of the SCO methodology focuses on verifying that the CPR provisions to establish a methodology
are complied with. The choice of calculation method remains the sole responsibility of the managing authority.
The managing authority should keep adequate records of the established calculation method and should be able
to demonstrate the basis on which the flat rates, unit costs or lump sums were set. The records kept for
documenting the calculation method will be subject to the requirements for the availability of documents set
out in Article 82 CPR.

For flat rates, lump sums and unit costs which are set in the CPR or Fund-specific Regulations which do not
require a calculation to determine the applicable rate (the “off the shelf” SCOs), the verification by the audit
authority will focus on the definition of categories of costs (e.g., direct costs, indirect costs, direct staff costs).
The auditors will verify that the categories of costs covered by the “off the shelf” flat rates are set out either by
the Member State in the national rules or by the managing authority (or monitoring committee for Interreg
programmes) in the programme or in the calls for proposal launched and double financing is avoided.

6.3. VERIFICATION BY THE MANAGING AUTHORITY AND AUDIT OF THE CORRECT
APPLICATION OF THE METHODOLOGY DURING IMPLEMENTATION

= When using a flat rate, unit cost or lump sum there is no need to justify the real costs of the
categories of expenditure covered by the simplified cost options including, where applicable,
depreciation and contributions in kind3®.

= Verification of compliance with State aid rules is to be performed when using simplified cost
options at the “lower level”, i.e. as a reimbursement method for beneficiaries (see Chapter 6.5).

=  There is no legal basis to check the costs actually incurred and paid for cost categories covered by
SCOs established in line with the CPR, therefore underlying documents justifying the real costs are
not to be asked (e.g. beneficiaries do not need to provide invoices for real costs to verify if indeed
the beneficiary had incurred indirect costs of 15% when point (b) of Article 54 CPR was applied).

= Verification of the correct application of the established method will be done at managing
authority level for simplified cost options used at “upper level” and at the beneficiary level for
simplified cost options used at “lower level”.

36 Contributions in kind referred to in Article 67(1) CPR can be taken into account for calculating the value of a flat rate, a unit cost or a lump
sum, provided that Article 67(1) CPR is respected. However, when the simplified cost option is applied, there is no need to verify the
existence of the contributions in kind, and, in consequence, that the conditions set out in Article 67(1) CPR are fulfilled.
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The managing authority/intermediate body verifies the correct application of the SCO methodology during

management verifications. The audit authority verifies it during its audits (audits of operations, thematic audits,

system audits).

6.3.1. VERIFICATION OF THE CORRECT APPLICATION OF FLAT RATES

Verification of the correct application of the flat rate financing system will involve checking the following

elements:

The managing authority (or the monitoring committee for Interreg programmes) defined the categories
of costs covered by the flat rate and those to which the flat rate applies (the “basis costs”). The
managing authorities should either provide a clear definition of the categories of costs or define a
pre-established list of all categories of eligible costs covered by the flat rate and those on which the flat
rate is based (and where relevant the other categories of eligible costs);

The use of the flat rate is envisaged in the document setting out the conditions for support;
The costs used as the basis for the calculation (called “basis costs”) are eligible, legal and regular®’;

There is no double declaration of the same cost item (the “basis” for the calculation or any other real
costs do not include any cost item that is covered by the flat rate). For example, if administration costs
are covered by a flat rate for indirect costs, they should not be declared based on costs actually
incurred;

The amount declared is correctly calculated by applying the flat rate to the “basis costs”;

The amount calculated by applying the flat rate is proportionally adjusted if the value of the basis cost(s)
to which the flat rate is applied has been modified. Any reduction of the eligible amount of the” basis
costs” accepted following verifications of the categories of eligible costs on which the flat rate is applied
(e.g. following a financial correction) of the “basis costs”, will affect proportionally the amount accepted
for the categories of costs calculated by applying a flat rate to the “basis costs,

If other conditions are set in the document setting out the conditions for support, during management
verifications and audits the fulfilment of those conditions will have to be verified as well;

If applicable, State aid rules are observed for SCOs used to reimburse beneficiaries (see Chapter 6.5)

The cost categories covered by the flat rate are necessary for the implementation of the operation; at
selection stage the managing authority will check whether the categories of costs covered by the flat
rate are necessary, based on the information provided in the application for funding and the document
setting out the conditions for support.

No checks are to be performed on:

=  The actual costs incurred by the beneficiary or related (financial) supporting documents for the
amounts reimbursed on the basis of a flat rate;

= Supporting documents to check that the amount of the flat rate was spent by the beneficiary on
the correct cost category;

= The accounting system of beneficiaries.

37 And correctly calculated if declared on the basis of simplified cost options.
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As technical assistance reimbursed based on a flat rate3® is calculated automatically in SFC2021 based on
declared expenditure, there are no checks to be performed by the managing authority or audit authority.
Reductions in the expenditure forming the basis of calculation of the flat rate following the application of
financial corrections will affect the automatic calculation of the flat rate, resulting in a proportional reduction of
support for the technical assistance.

6.3.2. VERIFICATION OF THE CORRECT APPLICATION OF UNIT COSTS

Verification of the correct application of unit costs will include an assessment to ascertain whether the
conditions set in terms of process, outputs and/or results for the reimbursement of costs have been fulfilled.

Verification of the correct application of the unit costs will involve checking the following elements :
=  The use of the unit cost is envisaged in the document setting out the conditions for support;

=  The units delivered by the project in the sense of quantified inputs, outputs, or results covered by
the unit cost are documented and thus verifiable and are real. Unit costs linked to outputs and
results which have not been achieved cannot be declared;

=  Theamount declared equals the set unit cost multiplied by the actual units delivered by the project;

= There is no double declaration of the same cost item (costs declared under other forms of
reimbursement do not include any cost item covered by the unit cost);

= If other conditions are set in the document setting out the conditions for support, during
management verifications and audits the fulfilment of those conditions will have to be verified as
well;

= If applicable, State aid rules are respected for SCOs used to reimburse beneficiaries (see Chapter
6.5).

No checks are to be performed on:

=  The actual costs incurred by the beneficiary or related (financial) supporting documents for the
amounts reimbursed on the basis of unit costs;

= Supporting documents to check that the amount reimbursed as unit costs was spent by the
beneficiary on the correct cost category.

= The accounting system of beneficiaries
6.3.3. VERIFICATION OF THE CORRECT APPLICATION OF LUMP SUMS

In the case of lump sums, the realisation of the operation is key to trigger the payment. It is therefore essential
to get assurance that the outputs / results reported are real. The control thus consists in checking the following
elements:

=  The use of the lump sum is envisaged in the document setting out the conditions for support;

= The agreed steps (milestones, if applicable) of the project were fully completed and the
outputs/results were delivered in line with the conditions set by the programme authorities for the
use of the SCO (the outputs/results need to be documented);

= There is no double declaration of the same cost item (costs declared under other forms of
reimbursement do not include any cost item that is covered by the lump sum);

38 According to Article 36(4) CPR and Article 27(2) Interreg Regulation for Interreg programmes
57





CPRE_24-0015-00
26/09/2024

= If other conditions are set in the document setting out the conditions for support, during
management verifications and audits the fulfiiment of those conditions will have to be verified as
well;

= |f applicable, State aid rules are respected for SCOs used to reimburse beneficiaries (see Chapter
6.5).

No checks are to be performed on:
= The actual costs incurred by the beneficiary in relation to the delivered outputs/results;

= Supporting documents for the actual costs to justify that the amount of the lump sum was actually
spent by the beneficiary on the predefined types of costs/ activities;

=  The accounting system of beneficiaries.

6.4 VERIFICATION OF ABSENCE OF DOUBLE FINANCING WHEN USING SCOS

ABSENCE OF DOUBLE FINANCING WITHIN THE SAME OPERATION

The aspect of double financing has to be addressed already from the design of the methodology by clearly
defining and distinguishing the categories of costs covered by the SCO and those reimbursed using other forms
of reimbursement. During management verifications and audits, in the case of a combination of SCOs, in addition
to the checks required for the individual types of simplified costs described above, the management verifications
and audits need to confirm that all costs of the operation are declared only once. This includes checking that the
methodologies applied ensure that no expenditure of an operation can be charged under more than one type
of SCO and, if applicable, cost category (double declaration of costs, for instance both as direct and as indirect
costs).

The management verifications and audits should check as well that there is no double declaration of the same
cost item, i.e., that the “basis cost” or any other real costs do not include any cost item that normally falls under
a flat rate. For example, accounting costs covered by a flat rate for indirect costs according to Article 54 may not
be included in another category of costs, such as direct costs for external expertise if they also include accounting
costs, to avoid the risk of double financing.

ABSENCE OF DOUBLE FINANCING FROM OTHER EU FUNDS, PROGRAMMES, INSTRUMENTS

The absence of double funding can be tackled at different levels (programming, selection or implementation);
Member States can design (and request from beneficiaries to implement) adequate measure for avoiding double
funding. In this section, we will present examples of measures to avoid double funding at each of those levels.

The Partnership Agreement needs to contain the coordination, demarcation and complementarities between
the Funds and, where appropriate, coordination between national and regional programmes.

Example 1: Clear demarcation

The Partnership Agreement describes that in the respective Member State programme X will finance
national roads while programme Y will finance country roads or there is a clear geographical delimitation.

In cases where the Partnership agreement does not contain a clear delimitation, then adequate measures need
to be put in place at the level of the Member State to avoid double funding.
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Example 2: Verifications at selection stage

The managing authority of a programme provides its list of operations proposed for selection to other
managing authorities in the same Member State, asking them to compare to their own lists of selected
projects in order to avoid clear overlaps (e.g., same local authority receives grants from two sources to
consolidate the same segment of the shore of a river).

Example 3: Thematic verifications by the managing authorities

The Coordinating Body in a Member State created an Al tool which compares the lists of operations from
programmes presenting overlaps in areas of financing and scans for similar beneficiaries and description of
operations. In case of matches, it alerts the staff of the respective managing authorities who proceeds to
additional checks in order to avoid double funding.

During a thematic review of the staff hired in the operations financed via SCOs, the MA identified the same
person employed in the same time period in 3 different projects (for each the expenditure was reimbursed
as unit costs) .

According to Article 63(9) CPR, the operation may receive support from one or more Funds or from one or more
programmes and from other Union instruments, as long as the same expenditure is declared only once. The
absence of double financing has to be ensured and checked even when the reimbursement towards the
beneficiaries takes the form of simplified cost options.

Example 4: Checks at the level of the beneficiary

The managing authority performs the management verifications at the level of a beneficiary. The operation
uses the 40% flat rate applied to direct staff costs. As part of the managing authority checks on the staff costs
(basis costs), the job description of a person is verified. The job description contains a mention that 100% of
the activities performed by the respective staff are for operations financed by ERDF, while the operation
verified is financed via ESF+.

Ultimately, it is the responsibility of the Member State to design and implement the necessary measures to avoid
double financing, in accordance with Article 63(9) CPR. Commission audits will focus in particular on ensuring
that such measures are in place and, where this is not the case, remedial actions are taken.

The management verifications and audits may include searching in the national or European databases and
checks on the publicity measures taken by the beneficiaries on their websites and locations. Self-declarations
from beneficiaries that they will not ask for financing for the same type of activities from other funds may be
used if corroborated with additional sources of information. In case of doubt, the managing and audit authorities
are to perform more in-depth checks and gather additional information from the beneficiaries.

Example 5: Suspicion of double financing

At the level of one beneficiary two projects related to the creation of a bicycle lane were identified, the one
financed by the ERDF was the object of an audit of operations. The auditors identified that part of the bicycle
lane was submitted as part of projects once for ERDF funding and secondly for EAFRD funding. The
verifications carried out by the managing authority at the request of the auditors confirmed that the expenses
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for the signage were financed by both the ERDF and the EAFRD, resulting in double financing of a part of the
operation.

6.5. VERIFICATION OF COMPLIANCE WITH STATE AID RULES IN CASE OF USING SIMPLIFIED
COST OPTIONS AS FORM OF REIMBURSEMENT

When using simplified cost options to reimburse beneficiaries, the verification of State aid and de minimis rules
is required. If the support is considered State aid, in order to check the compliance with State aid rules, the
management verifications and audits will cover the following elements:

=  Eligibility of costs covered by the SCO under the GBER rules and the SGEI Decision

In case State aid rules apply (see Chapter 5.2), the costs covered by the SCO have to be eligible under
the GBER rules or the SGEI decision. In order to check the eligibility, the managing authority and audit
authority check that the categories of costs identified at the level of the methodology, published in the
calls for proposal and stated in the document setting out the conditions for support are eligible under
the GBER rules or the SGEI Decision.

For operations using the pre-defined flat rates from the Regulations, the eligibility of costs will be
verified by checking the document setting out the conditions for support to ensure that only eligible
categories of costs are to be funded by the operation.

=  The maximum aid intensity/compensation is respected

When simplified cost options have been established in accordance with Articles 53 to 56 CPR or the
relevant provisions in the Fund-specific regulations, this amount will be used for the purposes of
checking the maximum aid intensity or, in case of services of general economic interest, the
compensation. Therefore, similar to using real costs under the GBER or SGEI Decision, the amount of
the simplified cost option will be used for verifying compliance with the maximum aid intensity under
the relevant State aid category or to calculate the amount of compensation under the SGEI rules.

= The incentive effect is respected, according to Article 6 GBER
The managing authority has to check ex-ante that the beneficiary respects incentive effect.

Both managing and audit authority will need to check that the beneficiary did not enter into any type
of contractual arrangement showing its willingness to pursue the project even in the absence of
aid. This check could be done by requiring a self-declaration from the aid applicant that it had not
entered into firm legal commitment (start of works) before the submission of the application. Self-
declarations could be considered acceptable to demonstrate the incentive effect, provided there exists
an effective system of control allowing random checks on these self-declarations.

6.6. FRAUD CASES, IRREGULARITIES AND SERIOUS DEFICIENCIES

Any allegations of fraud related to operations financed through SCOs will be addressed either by the national
system or, in case the Commission would receive such information, it would be passed to OLAF, national fraud
investigation bodies and the European Public Prosecutor’s Office, as appropriate and pursued in the same way
as allegations of fraud where SCOs are not part of the programme.

The decision of the competent body, as well as the national legislation will have to be taken into account.
However, it should be recalled that a final conviction assigning criminal liability to a specific person for a
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fraudulent act committed with respect to Union funds will often not be necessary to establish an irregularity
and to proceed with financial corrections®.

| cases where the irregularity (e.g. illegal aid, double funding) or fraud affects operations being reimbursed using
SCOs, the expenditure declared using those SCOs will be considered irregular as well.

Should there be evidence to suggest a serious deficiency for which corrective measures have not been taken,
the Commission may interrupt or suspend related payments respectively (Articles 96 and 97 CPR). Where the
Commission concludes that there is a serious deficiency which has put at risk the support from the Funds already
paid to the programme, it will make financial corrections by reducing support from the Funds to a programme
(Article 104 CPR).

6.7 POTENTIAL ERRORS OR IRREGULARITIES LINKED TO THE USE OF SIMPLIFIED COST
OPTIONS

Findings that could be considered to be errors, at the level of setting up the methodology, include the following:

= The methodology used to calculate the SCOs does not respect the regulatory conditions (for example,
the method used for developing a simplified cost option was not fair, equitable and verifiable). For
example, unit cost for a training course was established on the basis of data from 4 projects only. The
source of the data was not clear and the relevance of the projects considered for the historical data
was not proven;

=  The sample considered for the calculation of the SCO is not representative. For example, the unit cost
for salaries established was based on individual project data covering 6 months (July-December),
whereas there was a fluctuation in the salary costs during the year. The sample was not considered
representative as it did not cover various fluctuations in salary costs over a year;

=  The results of the calculation method have not been correctly used to establish the simplified cost
options. For example, in case of a unit cost for hourly rates established based on staff costs from the
previous programming period, the results of the calculation method were adjusted with an index which
was not related to the evolution of salary costs;

= Ineligible costs are included in the calculation to establish the simplified cost option. For example, in
the case of a unit cost for an hourly rate, which was established based on historical data, an optional
insurance for employees which was not considered an eligible cost was included in the calculation;

=  SCOs were established and based on the application of corresponding unit costs, lump sums and flat
rates applied under schemes for grants funded entirely by the Member State for a similar type of
operation, but the national scheme was not used in its entirety. For example, in the case of unit costs
established for salary costs based on remuneration of employees working in the area of public interest,
the national law stipulated conditions on the seniority level (a minimum number of years of experience)
in order to apply the unit cost. These conditions were not included in the unit cost methodology.

Findings that could be considered to be errors or irregularities, at the level of the application of the
methodology, include the following:

39 The existence of an irregularity presupposes the combination of three elements, namely, first, the existence of an infringement of
applicable law, second, the fact that that infringement is the result of an act or omission on the part of an economic operator and, third, the
existence of prejudice, actual or potential, caused to the budget of the European Union. The intentional or negligent nature of the conduct
cannot be regarded as an essential element for the finding of an irregularity within the meaning of that provision (judgment of the Court of
Justice of 1 October 2020, Elme Messer, C-743/18, EU:C:2020:767, in particular paragraph 62).
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= A beneficiary has not applied the simplified cost options established by the managing authority to
declare expenditure;

= Simplified cost options are applied retroactively: for example, the methodology to establish a flat rate
was changed and the flat rate increased from 2% to 3% for newly selected projects. The new flat rate
of 3% was however used to reimburse expenditure for operations already selected.;

= Double declaration of the same cost item: as ‘basis’ cost (calculated on the basis of the real cost
principle, lump sum or unit cost) and as eligible costs covered by the flat rate. If costs covered by a flat
rate are declared as real costs as well, the amount declared as real costs is considered ineligible.

= In case of flat rates, when the ‘basis costs’ are reduced without a proportional reduction of ‘calculated’
eligible costs (included in the flat rate). If an irregularity in the categories of eligible costs to which a flat
rate is applied is detected during management verification or during an audit, the overall
reimbursement under the flat rate will need to be reduced too.

= In case of lump sum, lack of supporting documents to justify the outputs, or outputs only partially
justified but paid in totality.

=  The lump sum corresponding to the specific deliverable was declared to the Commission, but following
an audit, the deliverable is not considered achieved. If the deliverable is achieved at a later stage, the
corresponding amount can be declared at that moment.

Example 1: ERDF

A municipality receives a grant for a maximum amount of EUR 1 000 000 of eligible costs for the construction
of a road.

The payment claim for the project is as follows:

Project 1: work (public procurement procedure) EUR 700 000

Project 2: other costs: EUR 300 000

Direct staff costs (type 1) EUR 50 000

Other directs costs (type 3) EUR 242 500

Indirect costs (type 2) Direct staff costs x 15% = EUR 7 500
Total costs declared EUR 1 000 000

The expenditure declared by the beneficiary is checked by the managing authority. Ineligible expenditure is
found in the direct staff costs declared.

The accepted payment claim is as follows:

Project 1: work (public procurement procedure) EUR 700 000
Project 2: other costs: EUR 288 500
Direct staff costs (type 1) EUR 40 000

Other directs costs (type 3) EUR 242 500
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Indirect costs (type 2) Direct staff costs x 15% = EUR 6 000
Total eligible costs after pro rata deduction: EUR 988 500

Example 2: ESF+

A unit cost of EUR 5 000 is paid for every trainee completing training.

The training starts in January, finishes in June and 20 people are expected to attend. The amount of the
expected eligible expenditure is 20 x EUR 5 000 = EUR 100 000. Every month the training provider sends an
invoice corresponding to 10 % of the grant: EUR 10 000 at the end of January, EUR 10 000 at the end of
February, etc.

However, given that no trainee has completed the training before the end of June, these payments cannot
be declared to the Commission. Only after it is demonstrated that some people have completed the training
the relevant expenditure can be declared to the Commission: for instance, if 15 people have completed the
training then 15 x EUR 5 000 = EUR 75 000 may be declared to the Commission.
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ANNEX 1: EXAMPLES OF SIMPLIFIED COST OPTIONS

This annex provides the example of a grant to a beneficiary that intends to organise a seminar for 50 participants
to present new implementation tools. Staff spend time on planning and organising the event, a venue is rented,
some speakers come from abroad, and minutes of the event will have to be published. There are also indirect
costs relating to staff (accounting costs, director, etc.) and electricity, phone bills, IT support, etc.

The SCO is set-up based on a draft budget, according to Article 53(3)(b) CPR.

The draft budget is as follows, and its form will be kept for all the possibilities and options so that the differences
can be more clearly seen:

Total Direct costs 135000 Total Indirect costs 15000
Direct staff costs 90 000 Indirect staff costs 12 000
Room costs 12 000 Electricity, phone, etc. 3000
Travel costs 15 000

Meals 3000

Information / Publicity 15 000

The various ways in which this project would be treated, depending on the simplified cost option selected, are
described below.

Possibility 1: Unit costs (Article 53(1)(b) CPR)

Principle: all or part of the eligible expenditure is calculated on the basis of quantified inputs, outputs or results
multiplied by a unitary cost defined in advance.

For the seminar, a unit cost of EUR 3 000 per person attending the seminar could be established (on the basis of
Article 53(3)(b) CPR).

The costs of the operation would become:

Maximum number of persons attending the seminar = 50

Unit cost / person attending the seminar = EUR 3 000

Total eligible costs = 50 x EUR 3 000 = EUR 150 000.

If 48 people attend the seminar, the eligible cost is: 48 x EUR 3 000 = EUR 144 000
Audit trail for the expenditure reimbursed based on the SCO methodology:

= the methodology used to determine the value of the unit cost should be documented and stored,;

= the document setting out the conditions for support for the operation needs to be clear about the unit
cost and the triggering factors for payment;

= proof of attendance at the seminar (attendance sheets).

Note: In this example, the eligibility of participants does not need to be verified. However, whenever the
targeted participants have to comply with a specific profile, their eligibility should be verified.

The full audit trail has to be compliant with Annex XIII CPR.

Possibility 2: Lump sums (Article 53(1)(c) CPR)
64





CPRE_24-0015-00
26/09/2024

Principle: all or part of eligible expenditure of an operation is reimbursed on the basis of a single pre-established
amount, in accordance with predefined terms of agreement on activities and/or outputs (corresponding to 1
unit). The grant is paid if the predefined terms of agreement on activities and/or outputs are completed.

A lump sum of EUR 150 000 could be established for the organisation of the seminar (independently of the
number of participants) to present new implementation tools, calculated on the basis of Article 53(3)(b) CPR.

The reimbursement of the operations would become:
Objective of the lump sum = organising a seminar to present new implementation tools
Total eligible cost = EUR 150 000

If the seminar is organised and new implementation tools are presented, the lump sum of EUR 150 000 is eligible.
If the seminar is not organised or new implementation tools are not presented, nothing is paid.

Audit trail for the expenditure reimbursed based on a SCO method:

= the methodology used to determine the value of the lump sum should be documented and stored,;

= the document setting out the conditions for support needs to be clear about the lump sums and
the triggering factors for payment;

= proof of delivery of the seminar and its content is necessary (newspaper articles, invitation &
programme, photos...).

The full audit trail has to be compliant with Annex XIII CPR.
Possibility 3: Flat rate financing (Article 53(1)(d) CPR)
N.B: the amounts resulting from the calculations are rounded.

General principle: Specific categories of eligible costs, which are clearly identified in advance, are calculated by
applying a percentage fixed ex-ante to one or several other categories of eligible costs.

When comparing flat rate financing systems, always compare all the below elements of the method and not only
the flat rates:

= categories of eligible costs to which the flat rate will be applied (the “basis”);

= the flat rate itself;

=  categories of eligible costs calculated with the flat rate;

= where relevant, categories of eligible costs to which the flat rate is not applied and that are not

calculated with the flat rate.

Option 1: General ‘flat rate financing’ rule

The Member State uses Article 53(3)(b) CPR to define a flat rate of 47%, which will be applied to all staff costs
(both direct and indirect) to calculate the other costs of the operation:

Categories of eligible costs to which the rate is to be applied to | Staff costs = 90000 + 12000 = EUR
calculate the amounts for other eligible costs (type 1) 102 000

The flat rate itself 47 %

Other categories of eligible costs that will be calculated with the | Other costs = 47 % of staff costs

flat rate (type 2) = 47 % x 102 000 = EUR 47 940
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Other categories of eligible costs to which the rate is not applied | Not relevant
and that are not calculated with the flat rate (type 3)

=> Total eligible costs = 102 000 + 47 940 = EUR 149 940.

The reimbursement of expenditure takes the following form:

Staff costs (type 1): 102 000 Other costs (type2) = 47 % staff costs 47 940
Direct staff costs 90 000 (calculated)
Indirect staff costs 12 000 Total eligible costs 149 940

(Generally based on real costs)

Audit trail for the expenditure reimbursed as a SCO:

Categories of eligible costs to which | Direct costs =

the rate is to be applied to calculate - clear definition of what staff costs are;

the amounts of other eligible costs
- proof of these costs (pay slips, timesheets if relevant, etc.)

The flat rate =  The methodology used to determine the value of the flat rate
should be documented and stored, including the proof of the
necessity of covering all the cost categories concerned

= the document setting out the conditions for support for the
operation mentioning the flat rate.

Option 2: Flat rate financing for indirect costs

The Member State designs a flat rate system where a flat rate of 11.1 % is applied to the eligible direct costs,
according to Article 53(3)(b) CPR. :

Categories of eligible costs to which the rate is to be applied to | Eligible direct costs = EUR 135 000
calculate the amounts for the eligible indirect costs (type 1)

The flat rate 11.1%

Categories of eligible costs that will be calculated with the flat rate | Indirect costs (calculated) = 11.1 % of
(type 2) eligible direct costs = 11.1 % x 135 000
=EUR 14 985

Categories of eligible costs to which the rate is not applied and that | Not applicable as there are no other
are not calculated with the flat rate (type 3) eligible costs.

=> Total eligible costs = 135 000 + 14 500 = EUR 149 500
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The reimbursement takes the following form:

(Generally based on real costs)

Audit trail:

Direct costs (type 1) 135000 Indirect costs (type 2) = 11.1 % of direct costs 14 985
Direct staff costs 90 000 (calculated)

Room costs 12 000

Travel costs 15 000 Total eligible costs 149 985
Meals 3000

Information/ Publicity | 15 000

Categories of eligible costs to which
the flat rate is to be applied to
calculate the eligible amounts

Direct costs =

clear definition of what direct costs are;

- proof of these costs (pay slips, timesheets if relevant, proof

of publicity and invoice, travel tickets, etc.)

The flat rate

= The methodology used to determine the value of the flat

rate should be documented and stored

= the document setting out the conditions for support for the

operation mentioning the flat rate.
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ANNEX 2: HOW TO FILL IN APPENDIX 1 OF ANNEXES V AND VI CPR

Union contribution based on unit costs, lump sums and flat rates

Template for submitting data for the consideration of the Commission (Article 94)

Date of submitting the proposal 15 May 2024

This Appendix is not required when EU-level simplified cost options established by the delegated act referred to in Article 94(4), CPR are used.
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A. Summary of the main elements
Priority Fund | Specific Category Estimated Type(s) of operation covered Indicator triggering = Unit of TypeofSCO Amount (in EUR)
objective of region proportion of reimbursement measurement for or percentage (in
the total the indicator (unit  costs, case of flat rates)
financial triggering lump  sums of the SCO
allocation reimbursement O flat rates)
within the
priority to
which the SCO
will be applied
in%
Codel Description Code2 Description
2 ERDF RSO2.2. Less 0.15% 053. Energy storage Capacity of kWh Unit cost EUR 100 = unit cost
developed Smart devices the installed per kWh of energy
Energy energy storage device of
. lithium ferro-
Systems storage device
. . phosphate
(including
smart EUR 70 = unit cost
grids and per kWh of energy
ICT storage device of
systems) lithium-ion
and
related

storage
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CF RSO2.2. 0.10% 053. Energy storage Capacity of kWh Unit cost EUR 100 = unit cost
Smart devices the installed per kWh of energy
Energy energy storage device of
. lithium ferro-
Systems storage device
. . phosphate
(including
smart EUR 70 = unit cost
grids and per kWh of energy
ICT storage device of
systems) lithium-ion
and
related
storage
1 This refers to the code for the intervention field dimension in Table 1 of Annex | CPR (or the code in Annex VI of the AMIF, BMVI and ISF Regulations).
2 This refers to the code of a common indicator, if applicable.
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A — Summary of the main elements

The table in part A of Appendix 1 of Annex V or Annex VI to the CPR summarises information provided in part B for each SCO.

In SFC, part A of Appendix 1 will automatically take information from part B and create the summary table broken down by Priority/Fund/Category of Region/Specific Objective/ Type of
Operation and Indicator triggering reimbursement. Therefore, the number of lines in table A will depend on the particularity of the SCO scheme(s) included in Appendix 1.

In SFC, there are four fields that need to be manually introduced in Part Ai.e.:

e Estimated proportion of the total financial allocation within the priority to which the SCO will be applied: The information to be provided is at the level of each line of Part A (see
above to each line could correspond). If there are several lines for the same SCO within a priority axis, then the sum of all these lines must be equal to the estimated proportion of
the total financial allocation within the priority to which the SCO will be applied.

e Code for the type of operation(s) covered: Please select the Intervention Field(s) code(s) to which the SCO will apply. The selection is made from the Operation Type Code list in
Annex | to the CPR] which contains all Intervention Field codes (and their description) valid for the Specific Objective, Fund and selected in Table 4 for that Priority, Fund, Category
of Region, Specific Objective. For the AMIF, the BMVI and the ISF, the selection is made from the intervention field code list in Annex VI of the AMIF, BMVI and ISF Regulations.

If a SCO scheme applies to all/a significant number of types of interventions in the programme, choose one type of intervention in Part A (if possible, the most relevant one for the
SCO scheme) and indicate, in part B (under Description of operations), all the other types of interventions covered by the SCO scheme.

e Code for the indicator triggering reimbursement: This field is mandatory when the SCO uses common indicators. The indicator needs to be selected from the drop-down list which
contains all common Indicator codes (and their description), Output and Result, already used in Tables 2 and 3, for the Priority, Fund, Category of Region, Specific Objective
combination.).

The field should be left empty in case the SCO uses programme specific indicators.

e SCO non applicable: It is possible that one Specific Objective covers multiple Priorities and/or Funds and/or Categories of region, but some of these Priorities and/or Fund and/or
Categories of region are not concerned by a proposed SCO scheme in Appendix 1. However, Part A of Appendix 1 will create separate lines for each Priority/Fund/Category of
region covered by the given Specific Objective (i.e., even for those which are not part of SCO scheme). In such case, tick the box in column SCO non applicable for those
Priorities/Funds/Categories of region for which the SCO scheme does not apply.
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B - Details by type of operation (to be completed for every type of operation)
I R R S

1. Description of the operation
type including the timeline for

implementation

2. Specific objective(s)

3. Indicator
reimbursement

triggering

The operations should be clearly described and include all
elements, i.e., eligible activities, beneficiaries, expected
outputs, duration as well as the operation’s contribution to the
achievement of the objectives of the programme. The timeline
for implementation should also be indicated i.e., envisaged
starting date of the selection of operations and envisaged final
date of their completion. Additionally, relevant information
should be provided to show that the operations are not
physically completed/ fully implemented.

The information should be consistent with Part A - Type(s) of
operations covered. If applicable, do not forget to indicate all
the interventions fields in the programme covered by the SCO
scheme (see explanations above in Part A - Code for the
Type(s) of operation covered).

The specific objective should be in line with the types of
operation(s) covered.

The indicator should be relevant for the type of operations and
should be clear, measurable and straightforward.

The indicators could be:

e Cost type-based: formulated in terms of categories of
cost to which the SCO is applied;

ERDF

Support for the installation of individual energy storage devices for consumers
(households) intending to produce electricity for the needs of the household. The
implementation of these activities will encourage households to adopt solutions for
the electricity produced from renewable energy sources.

It is planned that the support will be granted to households owning a residential
single-apartment building or a garden building (a garden house), which are registered
in the national Real Estate Register and where they have installed a solar or wind
power plant or intend to install a solar or wind power plant by the date of the request
for reimbursement.

The operation will contribute to the achievement of objectives under SO 2 of priority
2 of the 2021-2027 programme 2021-2027 — measure ‘Promote electricity generation
from RES and the deployment of energy storage solutions in households’.

The expected start and completion date of the selection of this action is Q3 2024 to
Q2 2028.

ERDF
RSO 2.2

e capacity of the installed energy storage device;

e dwellings (social housing) with improved energy performance;
e digital diagnosis of an SME carried out;

e consultancy reports issued and approved;
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e  Process-based: indicators formulated in terms of e  SME participation in international fairs;
units of input; e trained SME employees obtaining a certificate of completion.
e Result-based (or outcome-based): indicators
formulated in terms of results / outcomes /
deliverables achieved within the operation. e trainer hours carried out;
e trainee hours followed/completed;
e person involved in employment services finding a job;
e student successfully completing a training course.

N.B: whenever possible, it is recommended to set “umbrella”
indicators to avoid the multiplication of indicators used.

Example: instead of setting three different indicators —

capacity of the installed air-to-water pumps; capacity of the All funds
installed gas heat pumps, capacity of the water-to-water e direct staff costs to calculate indirect costs or all other eligible costs of the
pumps —you can set only one indicators — capacity of the heat- operation (e.g., travel, accommodation etc.)

generating installations in households and define three
different amounts for each installation.

GG TAGTA R CERITENERIR IR GEM The unit of measurement should correspond to the indicator =~ ERDF:
indicator 00 and be relevant for the type of operations.
reimbursement

o kilowatt hour (kWh)
e number (of dwellings, consultancy reports/SMEs, employees etc.)

e number (of hours, trainees, persons, etc.)

Should correspond to the type of SCO developed.

5. Standard scale of unit cost, ERDF:

lump sum or flat rate Unit cost
ESF+
Unit cost

GG T TG 8 The individual amount (s) or flat rate of the SCO should be ERDF:
measurement or percentage [Welfe)Y[o[lcf

(for flat rates) of the SCO EUR 100 = unit cost per kWh of energy storage device of lithium ferro-phosphate

N.B. In case of “umbrella” indicators, the field should contain
the amount(s) for each type of individual deliverable covered
by the SCO.

EUR 70 = unit cost per kWh of energy storage device of lithium-ion
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7. Categories of costs covered
by the unit cost, lump sum or
flat rate

8. Do these categories of costs
cover all eligible expenditure
for the operation? (Y/N)

9.

10.

Adjustment(s) method5

Verification of the

achievement of the units

describe what
document(s)/system will
be used to verify the
achievement of the units

Provide clear description of cost categories covered by the SCO
to ensure that no double financing of costs occur (especially in
case of SCOs combination).

This is a Yes/No field

If not all costs are covered by the SCO, describe in field 7 which
categories of costs are claimed on top of those covered by the
SCO.

Indicate frequency, cut-off date and timing of the
adjustment(s) and a clear reference to a specific indicator.

Explain sources that it is based on (national legislation or
other, including a link to the website where this indicator is
published, if applicable) and when starts the use of the
adjusted amount.

Describe clearly document(s) / system(s) used for the
verification; body(ies) to perform and documents to check
during the management verification; arrangements to collect
and store relevant data.

ERDF:

The unit cost will cover the following categories of cost: the cost of purchasing an
energy storage device, the purchase of the necessary accessories to install the energy
storage device (charger/hybrid inverter, etc.), the cost of installing the installation.

ERDF:

Yes

ERDF:

The unit costs shall be updated once a year before the end of the first quarter of year
N, under the following conditions:

e taking into account the change in the VAT rate laid down in the Law on
VAT;

e in accordance with the changes of the Consumer Prices Index (CPI)
published by the National Statistics Office. The percentage
increase/decrease is calculated taking into account the change in the index
over the period between the last month of adjustment of unit costs and
the month of the revision.

The recalculated unit costs will be applied to the operations under the calls launched
after the adjustment.

ERDF:

To obtain payment on the basis of the unit costs, the following supporting documents
will be collected:

e justification of the acquisition and installation of equipment and takeover
(transfer-receipt of equipment; a declaration by the contractor of the quality
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delivered;

describe what will be
checked and by whom
during management
verifications;

describe what
arrangements will be made
to collect and store relevant
data/documents.

11. Possible perverse
incentives, mitigating
measures and the estimated
level of risk (high / medium /
low)

12. Total amount (national and
EU) expected to be reimbursed
by the Commission on this
basis

Explain how the use of SCOs may affect negatively the
implementation of the operations (versus the use of real cost)
by indicating what is the level of risk (low/medium/high), as
well as what mitigating measures are planned to be applied.

In case of combination of SCOs, there is always a risk of double
financing — describe measures to mitigate the risk.

Should be consistent with Part A - Estimated proportion of the
total financial allocation within the priority to which the SCO
will be applied in %. However, here the total amount to be
spent for the SCO should be indicated.

of the works carried out in accordance with the requirements of the
legislation governing the installation of energy storage devices);

e technical details of the equipment (Installation Passport and/or technical
specification) which must specify the type of installation purchased (lithium
ferro-phosphate or lithium-ion) and capacity.

The MA will carry out the management verifications according to the procedures in
place. The relevant documents will be stored in accordance with the management
and control system description and will be available in the electronic monitoring
system of the programme.

ERDF:

There may be new technological solutions on the market leading to significant
changes in the cost of energy storage devices or the need to combine several
technologies, which will require a revision of the rates.

Level of risk: Medium
Mitigating measures:

A new market price survey will be carried out to calculate unit costs for the new
technological solutions. The methodology will be submitted to the approval of the
European Commission via a programme amendment.

EUR 5 000 000
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C - Calculation of the standard scale of unit costs, lump sums or flat rates

General observation: Due to the limitation of characters in SFC, the information provided should be a short summary of the more detailed information that is included in the audit

authority assessment. If deemed necessary, other supporting documentation can be uploaded in the system via the section General -> Documents.

e T

1. Source of data used to
calculate the standard scale of
unit costs, lump sums or flat
rates (who produced, collected
and recorded the data; where
the data are stored; cut-off
dates; validation, etc.).

2. Please specify why the

proposed method and
calculation based on Article
94(2) is relevant to the type of
operation.

Describe sources of data (all data or a sample is used?), clearly
indicating data timeframe. If some projects were not included
in the analysis, provide justifications why.

Provide exhaustive cost categories (costs) used to calculate an
SCO.

Describe arrangements to ensure that the data used is up-to-
date.

In case other objective data or expert judgement is used, make
sure that the data is available to show that your calculation is
consistent, complete etc.

Does a proposed SCO reflect reality? Why is it needed? Which
simplification does it bring and who does it affect?

Why is a specific calculation method used? Is average used (or
mean, median)?

Why is a specific sample used (if applicable)?

Example 1: The managing authority has carried out a survey of market prices between
April and June 2022 by interviewing suppliers of new technological solutions for
energy storage devices. The list of suppliers is based on the information on legal
entities and their activities from the national database, publicly available on the
website.

The database is available in annex and recorded in the MA’s IT system.

Example 2: The unit cost was calculated based on the historical data of the
programme. The managing authority selected all operations financed in the 2014-
2020 programming period related to energy efficiency. Data is stored in the MA’s IT
system and has been validated by management verifications and audits.

Example 1: This methodology is appropriate for the specific type of action, as the
study was conducted based on a market price analysis; national legislation related to
the issues of the investigation has also been examined. Only the market price analysis
method can be applied to the calculation of the unit costs, as energy storage devices
are new on the market, their purchase was not financed by any EU or state budget
prior to the start of the investigation and therefore historical data are not available.
80% of all suppliers responded to the request.
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3. Please specify how the
calculations were made, in
particular including any
assumptions made in terms of

quality or quantities. Where

relevant, statistical evidence
and benchmarks should be
used and, if requested,
provided in a format that is
usable by the Commission.

4. Please explain how you
have ensured that only eligible

Describe a step-by-step calculation and how you arrived at the
amount/ percentage (in case of a flat rate financing).

In case of sampling, explain how and why. In case of excluded
data (outliers), explain your reasoning.

Avoid rounding up as there might be a risk of overpriced SCOs.
A prudent approach could be to round down.

This is about data reliability. You are expected to explain why
the data used is meaningful. E.g., for historic programme data,

5

Example 2: The operations financed in the 2014-2020 programming period
representing the source of the calculations are of homogeneous nature. The
methodology is based on the real costs verified by the managing authority, and they
provide objectively measurable results.

The same type of operations will be financed in the 2021-2027 programming period.
Implementing these operations based on actual costs incurred is an extremely
significant administrative burden for the beneficiaries and across the entire
management chain. This burden is significantly reduced by reimbursing beneficiaries
using SCOs.

Example 1: The legal framework governing the conditions for energy storage devices
in the Member State was analysed. Based on this analysis the minimum technical
requirements have been defined.

The survey was sent to the suppliers identified in the national database. 80% of the
suppliers answered the survey.

After getting the results of the survey, it was decided to differentiate between the
energy storage devices and their technology when calculating average prices, as
significant price differences between these different technologies were observed.
The most used technologies were selected, and a unit cost was calculated as an
average of prices obtained from the survey. The calculation is available in Annex 2,
and is stored in the MA’s IT system. The x statistical function checked for outliers in
the data and there were no amounts excluded.

Example 2: Based on historical data, it was decided to differentiate between energy
renovation of individual housing and collective housing. The unit cost was calculated
as an average of energy renovation costs of individual housing and collective housing.
The calculation is available in annex 1 and stored in the MA’s IT system.

Example 1: The calculation of the unit costs includes only relevant data for analysis:
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expenditure was included in
the calculation of the standard
scale of unit cost, lump sum or
flat rate.

5. Assessment of the audit
authority(ies) of the calculation
methodology and amounts and
the arrangements to ensure

the verification, quality,
collection and storage of data.

that it was verified through management verifications and that
any audit findings were corrected, or, in case of national
statistics that the data basis does not include anything which
is not considered eligible.

The positive ex-ante assessment by the AA is mandatory and
will be uploaded in SFC under the section General ->
Documents.

establishing the list of suppliers, some of the enterprises that indicated that

they did not provide specific services or could not submit a survey were

eliminated.

e minimum technical requirements for energy storage devices from the
national legislation were considered.

e the study hypotheses were verified by a statistical programme. The

calculation of the unit costs is based on the results of the correlation analysis.

Example 2: Only operations related to the energy efficiency renovations were used
for the calculations, The following operations regarding renovations not linked to
energy efficiency were excluded: (list of the operations).

Within the financed operations, the costs categories were verified and only the costs
covered by the SCO were considered in the calculation. All the cost categories used
to calculate the unit cost have been checked and approved by the managing authority
and audit authority.

Example 1: Based on the assessment of the study on the establishment of SCOs, the
audit authority can confirm that the proposed structure complies with the regulatory
requirements, in particular:

a) the calculation method is fair, correct and verifiable;

b) the data used is based on other objective information (market price
survey). The data used was assessed as reliable and relevant to the type of operation;

c) the categories and types of expenditure taken into account for the

establishment of SCOs comply with the relevant national and EU eligibility rules, in
particular those set out in Articles 64 and 67 CPR;

d) based on the information available on the structure of unit costs,
there is no risk of double financing of the same costs (the SCOs in question do not
cover all the costs of the operation, additional costs reimbursed by other SCOs do not
duplicate or cover the same costs);
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ANNEX 3: EXAMPLE OF SCOS’ COMPATIBILITY WITH STATE AID RULES

A company obtains a grant under a State aid scheme to implement a training project for its staff. The public
support amounts to EUR 387 000. This aid is below the EUR 3 million notification threshold laid down in Article
4(1)(n) GBER for trainings and all the other conditions laid down by GBER in respect of such aid are satisfied.
Therefore the GBER applies.

The beneficiary and the managing authority agree to make use of unit costs to determine the cost of the course
per participant.

Article 31 GBER states the following regarding training aid:

(1) Training aid shall be compatible with the internal market within the meaning of Article 107(3) of the
Treaty and shall be exempted from the notification requirement of Article 108(3) of the Treaty,
provided that the conditions laid down in this Article and in Chapter I are fulfilled.

(2) Aid shall not be granted for training which undertakings carry out to comply with national mandatory
standards on training.

(3) The eligible costs shall be the following:
(a) trainers’ personnel costs, for the hours during which the trainers participate in the training;

(b) trainers’ and trainees’ operating costs directly relating to the training project such as travel
expenses, accommodation costs, materials and supplies directly related to the project, depreciation of
tools and equipment, to the extent that they are used exclusively for the training project.

(c) costs of advisory services linked to the training project;

(d) trainees' personnel costs and general indirect costs (administrative costs, rent, overheads) for the
hours during which the trainees participate in the training.

(4) The aid intensity shall not exceed 50% of the eligible costs. It may be increased, up to a maximum aid
intensity of 70% of the eligible costs, as follows:

(a) by 10 percentage points if the training is given to workers with disabilities or disadvantaged workers;

(b) by 10 percentage points if the aid is granted to medium-sized enterprises and by 20 percentage
points if the aid is granted to small enterprises;

(5) Where the aid is granted in the maritime transport sector, the aid intensity may be increased to 100%
of the eligible costs provided that the following conditions are met:

(a) the trainees are not active members of the crew but are supernumerary on board; and
(b) the training is carried out on board of ships entered in Union registers.

The managing authority decides to establish unit costs to determine the eligible expenditure of the projects. It
is using statistical data (according to Article 53(3)(a)(i) CPR) on similar type of training in a given geographical
area.

After appropriate treatment of the statistical data, the resulting average costs per item of expenditure for this
type of course with a similar number of participants are:
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Direct costs (in EUR) Indirect costs (in EUR)
Trainer — remuneration 100 000 Administrative costs 17 500
Trainer — travel costs 10 000 Rent 15 000
Trainees — remuneration 140 000 Overheads 12 500
Trainees — accommodation 55 000 Total indirect costs 45 000
Trainees — travel costs 25000
Non-depreciable consumption | 5000
goods
Publicity 2 000
Organisation costs 5000
Total direct costs 342 000

When processing the data, the managing authority takes out all non-eligible costs.

The calculation is as follows:

Total eligible costs of the training

(total costs — ineligible costs)

EUR 387 000-0= EUR 387 000

Expected number of participants completing the
training

300

Costs per participant completing the training (unit
cost)

EUR 387 000 / 300 participants =

EUR 1 290 / participant

The provisional funding of the training project is as follows:

Public funding (national + ESF) EUR 193 500
Private funding (self-financing) EUR 193 500
Intensity of state aid 50%

Article 31(4) GBER limits the aid intensity to 50 % of the eligible costs (as set out in the document setting out the
condition for support). The provisional budget is in line with this requirement.
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After implementation of the project, the eligible costs will be based on the real number of participants
completing the training. If only 200 participants complete the training, the aid will be as follows:

Total eligible costs to be declared to the Commission | EUR 1 290 x 200 = EUR 258 000

Public funding (national + ESF+) EUR 129 000
Private funding (self-financing) EUR 129 000
Intensity of State aid 50%
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Background document for the ‘Study on Performance-based schemes: from the RRF to possible approaches under the ERDF/CF and JTF’

Guiding questions

Four draft FNLC models are presented on the following page of this guide, which were inspired by similar programmes implemented under the Recovery and Resilience Facility (RRF). The models were adapted for ERDF/CF and JTF purposes, but areas for improvement remain (e.g. could targets be specified more precisely? Are the checks and documents foreseen sufficient to meet audit requirements? Etc.). Please familiarise yourself with the FNLC models and then think about the following questions: 

What results-based indicators could be integrated into the models, especially regarding the first model on Research and Innovation funding support for SMEs (but not only)?

What are your thoughts about the proposed adjustment methods? What could be alternative methods to adjust the costs and if they are needed at all?

Can you spot elements or specific fields in the models that are too vague or unclear (e.g. indicator definition, description of the conditions/results/deliverables, description of the operation, etc.)? If so, what are they?

The models have been structured based on the Appendix 2 of the CPR, which Member States are required to submit when submitting FNLC proposals. However, several modifications were made which should not be implemented when Member States fill in appendix 2:

The specific amounts of funding to be provided for each operation and intermediate deliverable were not included in the models, unless they were publicly available in the NRRPs reviewed.

Instead of mentioning specific deadlines associated with each operation, the models discuss the overall duration of the operation. This is to make the models applicable outside the RRF context. It is also to keep them general enough, so that they can be used and tailored to MS-specific contexts. However, when applying for FNLC-based funding, Member States will only be able to specify specific dates in the associated fields.

Finally, although these examples may be used as inspiration for FNLC model development by all Member States, country-specific details (coming from the original RRP measure) were kept for the sake of clarity and to showcase the level of specificity that should accompany the models.















Draft FNLC models

Research and Innovation funding support for SMEs (PO1)

		1. Description of the operation type

Source: OA, Annex to CID and own elaboration.

		The operation shall consist in support through innovation programmes (for instance, Fast-Track Innovation, Pre-Seed, Seed, Innovate) for SMEs to develop innovative products and services with international orientation from concept to ready-for-market. 

The funding programmes shall:

(i) promote collaboration of businesses with research organisations; 

(ii) facilitate commercialisation of research results in targeting delivery of closer-to-market outputs and outcomes, thus allowing for shorter-term economic effects; 

(iii) lead to the creation of employment; 

(iv) promote business clustering, and 

(v) target accelerated transition to a green economy and towards a digital era of efficiency and productivity. 

These programmes shall require SMEs to leverage private/own funds in conjunction with public funding (provided by the Research and Innovation Foundation), therefore contributing to the overall increase of Research and Development (R&D) investment.

A non-exhaustive list of eligible activities that could be funded through this operation can be seen below:

· Provision of consultancy services provided to SMEs by universities, research centres or knowledge-intensive companies;

· Consulting services for development of technical applications, technology transfer and technical know-how, techno-economic studies;

· Support for projects focused on developing innovative new products, services, or processes. Activities may include feasibility studies, prototyping, and testing;

· Efforts to expand market reach or explore new markets. Activities can include market research, marketing strategies, and promotional campaigns;

· Programs aimed at enhancing business skills relevant to innovation. This includes training in areas such as digital transformation, marketing strategies, and sales techniques;

· Activities that facilitate the adoption of new technologies. This may involve licensing agreements or joint ventures with technology providers;

· Funding for upgrading facilities or equipment necessary for innovation. Investments aimed at improving production processes through automation or digitalization.



In order to ensure that the measure complies with the ‘Do no significant harm’ Technical Guidance (2021/C58/01), the eligibility criteria contained in terms of reference for upcoming calls for projects shall exclude the following list of activities: 

(i) activities related to fossil fuels, including downstream use; 

(ii) activities under the EU Emission Trading System achieving projected greenhouse gas emissions that are not lower than the relevant benchmarks; 

(iii) activities related to waste landfills, incinerators and mechanical biological treatment plants; and 

(iv) activities where the long-term disposal of waste may cause harm to the environment. The terms of reference shall additionally require that only activities that comply with relevant EU and national environmental legislation may be selected.





		2. Specific objective(s)

Source: OA and Annex to CID.

		SO1.3 Enhancing sustainable growth and competitiveness of SMEs and job creation in SMEs, including by productive investments.



		3. Conditions to be fulfilled or results to be achieved

Source: OA and Annex to CID.

		Funding support to at least 200 organisations to carry out Research and Innovation (R&I) related activities, in compliance with the ‘Do no significant harm’ Technical Guidance (2021/C58/01) using an exclusion list and the requirement of compliance with the relevant EU and national environmental legislation.



		4. Deadline for fulfilment of conditions or results to be achieved

Source: OA and Annex to CID.

		The whole operation will be implemented in four years. 



		5. Indicator definition

Source: OA and Annex to CID.

		Intermediate deliverable 1 - Signing of grant agreements which commit at least 50% of total budget (contracts of a total value of at least EUR 26 000 000) for innovation funding programmes for start-ups, innovative companies and SMEs, with terms of reference including eligibility criteria that ensure that the selected projects comply with the ‘Do no significant harm’ principle through the use of an exclusion list and the requirement of compliance with the relevant EU and national environmental legislation.



Intermediate deliverable 2 - Funding support to at least 70 organisations to carry out R&I related activities such as industrial research, experimental research innovation activities, start-up activities, knowledge transfer activities, including (but not limited to) activities for the management and protection of intellectual property, for establishing links between research organisations and companies, for building knowledge transfer capacity and for commercialising research results, in compliance with the ’Do no significant harm’ Technical Guidance (2021/C58/01) through the use of an exclusion list and the requirement of compliance with the relevant EU and national environmental Legislation. The deliverable is achieved when the project has been completed and is linked to deliverable 1.



Result - Funding support to at least 200 organisations to carry out R&I related activities mentioned under Intermediate deliverable 2. The result is achieved when the project has been completed. The result is cumulative, following deliverable 2, and linked to deliverable 1.



“Organisations supported” and “beneficiary” shall include only the Beneficiary organization, which applied for the grant.



		6. Unit of measurement

Source: OA and Annex to CID.

		Intermediate deliverable 1

Total EUR committed to innovation funding programmes for start-ups, innovative companies and SMEs

Intermediate deliverable 2 and Result

Number of completed projects carrying out R&I related activities



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements

Source: OA and Annex to CID.

		Intermediate deliverables and results

		Envisaged date[footnoteRef:2] [2:  Please note that the suggested deadlines are for illustrative purposes only – the final deadline should be specified according to the programme needs.   ] 


		Amount (EUR)



		8. 

		Intermediate deliverable 1. Signature of grant agreements for 50% of budget

		Q1 of second operation year

		N/A



		

		Intermediate deliverable 2. 70 Organisations supported (completed projects) to carry out R&I related activities

		Q1 of the third operation year

		N/A



		

		Result. 200 Organisations supported (completed projects) to carry out R&I related activities

		Q4 of the fourth operation year

		N/A



		9. Total amount (including Union and national funding)

Source: OA and Annex to CID.



		EUR 52,000,000



		10. Adjustment(s) method

Source: Own elaboration.

		Automatic adjustment within fixed annual services inflation rate of 3% [ceiling], if official Eurostat data for the year in question [year Y; Harmonised Index of Consumer Prices, HICP] exceeds 3% EU in Cyprus. The baseline year is the first operation year for all costs. 

Any other adjustment shall be subject to the prior agreement of both the Managing Authority and the European Commission and shall take place via a programme amendment.



		11. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables):

· document(s)/system to verify the achievement of the result or condition;

· management verifications (including on-the-spot), and by whom;

· arrangements to collect and store relevant data/documents.

Source: OA and Annex to CID.

		Intermediate deliverable 1

Summary document duly justifying how the deliverable (including all the constitutive elements) was satisfactorily fulfilled.

This document shall include as an annex the following documentary evidence: 

a) a copy of the call/s; 

b) a copy of the funding programme/grant scheme guide/s which will include all the terms and conditions for the funding programme(s)/grant(s) 

c) a declaration of the head of the Implementing Body verifying that all conditions of the grant agreements have been complied with and grant agreements have been signed with the listed final recipients, accompanied by the complete list of the final recipients that have entered into an agreement, detailing the following: 

· Scheme identifier, 

· Call identifier, 

· project protocol number, 

· amount of the grant, 	

· unique identifier of the final recipient, 	

· type of final recipient, 

· sector and location of incorporation of the final recipient, type of R&I activity supported 

On the basis of a sample that may be selected by the Commission, the following documentary evidence shall be submitted for each of the units (projects) selected: 

- a copy of the signed grant funding agreements by the Implementing Body.

Intermediate deliverable 2 and Result

Summary document duly justifying how the deliverable (including all the constitutive elements) was satisfactorily fulfilled, including how compliance with the “Do no significant harm” Technical Guidance (2021/C58/01) has been ensured. 

This document shall include as an annex the following documentary evidence for the additional funded organisations: 

a) a declaration of the head of the Implementing Body verifying that all conditions of the grant agreements 

have been complied with and grants have been paid out to the listed final recipients, accompanied by the 

complete list of the organizations supported, detailing the following: 

· Scheme identifier, 

· Call identifier, 

· project protocol number, 

· amount of the grant, 	

· unique identifier of the final recipient, 	

· type of final recipient, 

· sector and location of incorporation of the final recipient, 

· type of R&I activity supported 



On the basis of a sample that may be selected by the Commission, the following documentary evidence shall be submitted for each of the units (projects) selected: 

a) a copy of the signed grant funding agreements by the Implementing Body; 

b) a copy of the completion certificate issued by the Implementing body, verifying completion of the project, (R&I related activities) in full compliance with the terms of the scheme and the grant decision.

The completion certificate will be the “Evaluation Result of the Funded Project’s Final Progress and Payment Reports” issued by the Implementing Body and communicated to the Project Coordinator. It includes the decision of the Implementing Body regarding the implementation of the project and the payment of the final instalment.



Assurance with applicable law is obtained through legal oversight, obtaining necessary regulatory approvals and permits, providing staff training on compliance, and conducting independent audits. [to be further developed/adapted depending on the MS specific set-up and context as well as the type of operation at hand, and based on COM explanatory note on how assurance is provided when implementing an FNLC scheme (CPRE_23-0008-02)]



		12. Use of grants in the form of financing not linked to costs. Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs?

		



		13. Arrangements to ensure the audit trail. Please list the body(ies) responsible for these arrangements.

Source: OA and Annex to CID.

		The responsible authority for ensuring the audit trail shall be the national body responsible for innovation in the country (e.g in Cyprus, Research and Innovation Foundation)







Digital transition of SMEs (PO1)

		1. Description of the operation type

Source: Own elaboration based on Portugal’s RRP. 

		This investment aims to establish a National Test Beds Network, providing the infrastructure needed for businesses, particularly SMEs, to develop and test new products and services while accelerating their digital transition. 

The testbed concept aims to provide infrastructure and equipment through entities that can provide these services to SMEs and startups. Such services include testing and experimentation with innovative products and services, in physical or virtual spaces, for SMEs and startups. Testbeds are defined as innovation hubs operating in collaboration with the companies in charge of their operation and the enterprises and startups to whom they provide services relating to experimenting and testing new products and/or services that are capable of reaching Technology Readiness Level (TRL) between 5 —technology validated in relevant environment (industrially relevant environment in the case of key enabling technologies)— and 9—actual system proven in operational environment (competitive manufacturing in the case of key enabling technologies; or in space)—[footnoteRef:3], with a strong digital component and/or associated virtual/digital simulation, in order to accelerate their production, industrialisation and commercialisation. These services are mainly intended for SMEs and startups, through the provision of infrastructure and technological capacity, aimed to create the necessary conditions for participating companies to develop as well as test new products and services and to accelerate the process of digital transition, either via a physical or virtual space.  [3:  Technology readiness levels (TRL); Extract from Part 19 - Commission Decision C(2014)4995. Available at: https://ec.europa.eu/research/participants/data/ref/h2020/wp/2014_2015/annexes/h2020-wp1415-annex-g-trl_en.pdf ] 


This will be achieved through access to physical equipment, testing infrastructures, or digital simulators. Eligible infrastructure includes physical and virtual facilities that support innovation, such as innovation hubs, laboratories, and collaborative workspaces. Physical equipment encompasses tangible tools and machinery, like prototyping tools and testing instruments, necessary for developing and testing products. Digital simulators are software platforms that allow companies to model and test products in virtual environments, facilitating rapid iteration and analysis.

The first phase involves selecting 30 Test Beds, which will be equipped to support the development and testing of pilot products within the National Test Beds Network. These 30 physical and virtual infrastructures will create the conditions for SMEs to innovate, test, and refine new products and services, driving both innovation and digitalisation.

This initial step in implementing the "National Test Beds Network" will be followed by the development of pilot products in two phases. First, 600 products will be developed, with a total of 3,000 products to be tested by the end of the programme. In this context, a “product” refers to any innovative offering—be it a physical device, digital service, or integrated system—that SMEs and startups aim to develop, test, and refine to achieve high levels of technological readiness and successfully transition to the market.

The goal is to create 30 test bed infrastructures and test at least 3,000 products or services in a pilot phase



		2. Specific objective(s)

Source: Own elaboration.

		1.3 Enhancing sustainable growth and competitiveness of SMEs and job creation in SMEs, including by productive investments



		3. Conditions to be fulfilled or results to be achieved

Source: Annex to CID.

		3,000 pilot products developed with the intent to reach Technology Readiness Level 7 in the National Test Beds Network.



		4. Deadline for fulfilment of conditions or results to be achieved

Source: Own elaboration.

		The whole operation will be implemented in three years. 



		5. Indicator definition

Source: Own elaboration based on annex to CID. 

		Intermediate deliverable 1: Number of Test Beds selected for the National Test Beds Network. This refers to the number of testing infrastructures (both physical and virtual) selected and equipped to support businesses in developing and testing new products or services. These test beds must comply with EU and national environmental legislation and align with the objectives of the Digital Innovation Hubs (DIH) network,[footnoteRef:4] ensuring sectoral coverage and complementarities. [4:  For additional information, please see European Digital Innovation Hubs Network website, available at: https://european-digital-innovation-hubs.ec.europa.eu/home  ] 


Intermediate deliverable 2 and result (cumulative): Number of pilot products developed. This measures the number of new products or services developed and tested within the National Test Beds Network, with the goal of reaching Technology Readiness Level 7. Intermediate deliverable 2 will focus on producing 600 pilot products, and the result shall be a total of 3,000 products by the end of the implementation phase.



		6. Unit of measurement

Source: Annex to CID.

		· Intermediate deliverable 1: Number of Test Beds

· Intermediate deliverable 2: Number of pilot products

· Result: Number of pilot products



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements

Source: Own elaboration based on annex to CID. 

		Intermediate deliverables and results

		Envisaged date[footnoteRef:5] [5:  Please note that the suggested deadlines are for illustrative purposes only – the final deadline should be specified according to the programme needs.   ] 


		Amount (EUR)



		8. 

		Intermediate deliverable 1: 30 Test Beds selected for the National Test Beds Network 

		Q3 of the first operation year

		N/A



		9. 

		Intermediate deliverable 2: 600 National Test Beds Network pilot products developed (out of the 3,000)

		Q2 of the second operation year

		N/A



		10. 

		Result: 3,000 National Test Beds Network pilot products developed

		Q3 of the third year

		N/A



		11. Total amount (including Union and national funding)

		Information is unavailable.



		12. Adjustment(s) method

Source: Own elaboration

		Automatic adjustment within fixed annual services inflation rate of 3% [ceiling], if official Eurostat data for the year in question [year Y; Harmonised Index of Consumer Prices, HICP] exceeds 3% EU in the country. The baseline year is the first operation year for all costs. 

Any other adjustment shall be subject to the prior agreement of both the Managing Authority and the European Commission and shall take place via a programme amendment. 



		13. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables):

· document(s)/system to verify the achievement of the result or condition;

· management verifications (including on-the-spot), and by whom;

· arrangements to collect and store relevant data/documents.

Source: Own elaboration based on annex to CID and positive preliminary assessment of the satisfactory fulfilment of milestones and targets related to the third and fourth instalments of the payment request of Portugal.

		Intermediate deliverable 1

· A formal decision to be issued by the implementing body, approving the report on the proposal for the National Test Beds Network. This document will confirm the official approval of the selected Test Beds following the evaluation process.

· An official list to be issued by the implementing body, detailing the 30 Test Beds selected. The list will include information on each Test Bed, such as:

· Leaders and co-promoters.

· Specific projects and their objectives.

· Sectoral alignment with the Digital Innovation Hubs network, ensuring coverage and complementarities across industry sectors and subsectors.

· Copies of the official Notices of the calls for proposals that outline the criteria and process for selecting the Test Beds.

Intermediate deliverable 2 and Result

· List of the pilot products and the companies developing them with a brief description of the product, the technology readiness level (TRL 7) achieved, and its primary intended use. 

· Extract from the official documents that show compliance with the relevant EU and national environmental legislation. 

A check of compliance with the rules for awarding public contracts and state aid shall be completed by the implementing body for all selected Test Beds. The authority shall ensure that double funding is avoided taking into account that completed projects have not been financed from other sources. Assurance with applicable law is obtained through legal oversight, obtaining necessary regulatory approvals and permits, providing staff training on compliance, and conducting independent audits. [to be further developed/adapted depending on the MS specific set-up and context as well as the type of operation at hand, and based on COM explanatory note on how assurance is provided when implementing an FNLC scheme (CPRE_23-0008-02)]



		14. Use of grants in the form of financing not linked to costs. Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs?

		



		15. Arrangements to ensure the audit trail. Please list the body(ies) responsible for these arrangements.

Source: Annex to CID

		The responsible authority for ensuring the audit trail shall be the national body responsible for innovation in the country (e.g., IAPMEI in Portugal)







Energy-efficient renovation of residential buildings (PO2)

		1. Description of the operation type

Source: OA, Annex to CID and own elaboration.



		This investment measure focuses on support to the energy-efficient renovation of residential buildings. The measure shall achieve, on average, at least a medium-depth level renovation as defined in Commission Recommendation (EU) 2019/786 on Building Renovation. 

More specifically, given the current state of housing stock and the minimum requirement to obtain support under the measure (the renovated building must achieve at minimum Energy class 100) it is expected to achieve on average a minimum of 45% of primary energy demand savings and potentially significantly more (70% savings) through bonuses for renewable energy and better classes of energy efficiency.

A non-exhaustive list of eligible activities for support of support to the energy-efficient renovation of residential buildings includes:

· consultancy service for preparing the necessary technical studies / reports as well as monitoring the implementation of the interventions (project management / supervision works),

· energy audits for buildings,

· installation of biomass energy system,

· installation of hot water system with the use of renewable energy systems (RES);

· installation of new high efficiency or upgrade of existing heating / cooling systems (including based on RES),

· installation of renewable electricity unit,

· replacement of window frames / glass / moving of fixed shading systems,

· upgrade of thermal insulation (walls, roofs, ceiling, etc.).

Residential buildings eligible under this operation:

· block of flats;

· individual housing units.



		2. Specific objective(s)

Source: Own elaboration.

		SO2.1 - Energy efficiency



		3. Conditions to be fulfilled or results to be achieved

Source: OA and Annex to CID.

		40,000 housing units have been renovated under the support scheme; the corresponding works have been fully carried out and the corresponding grants have been disbursed. 



Of the 40,000 housing units that have been renovated, average primary energy demand savings of at least 45% (measured against the baseline prior renovation), measured in tons of CO2 equivalent





		4. Deadline for fulfilment of conditions or results to be achieved

Source: OA and Annex to CID.

		The whole operation will be implemented in five years.





		5. Indicator definition

Source: OA and Annex to CID.

		Intermediate deliverable 1

Funding guidelines for the support of energy-efficient renovation of buildings published and entered into force, enabling households and eligible organisations to apply for funding. 



Intermediate deliverable 2 and 3

Energy-efficient renovations of residential buildings units, aimed directly at reducing energy consumption and increasing the production of renewable energy by implementing energy saving measures in housing sector buildings. The deliverables are achieved when the corresponding works have been fully carried out and the corresponding grants have been disbursed. The deliverables are cumulative.   



Result

Energy-efficient renovations to residential building units, with renovation leading to average primary energy demand savings of at least 45% (measured against the baseline prior renovation), measured in tons of CO2 equivalent. The estimate is based on the amount of primary energy saved and/or produced by the supported facilities in the given year. Saved energy should replace the production of non-renewable energy. Produced renewable energy should be greenhouse gases (GHG) neutral and replace the production of non-renewable energy. The impact of non-renewable energy on greenhouse gases is estimated as total national GHG emission per unit of non-renewable energy produced.





		6. Unit of measurement

Source: OA and Annex to CID.



		Intermediate deliverable 1

Publication and entry into force of funding guidelines for the support of energy-efficient renovation of buildings



Intermediate deliverable 2 and 3

Number of housing units renovated. 



Result

Number of tons of CO2 equivalent reduction, estimated as amount of primary energy saved and/or produced by the supported facilities in the given year at the end of the period. 



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements

Source: OA and Annex to CID.

		Intermediate deliverables and results.

		Envisaged date[footnoteRef:6] [6:  Please note that the suggested deadlines are for illustrative purposes only – the final deadline should be specified according to the programme needs.   ] 


		Amount (EUR)



		8. 

		Intermediate deliverable 1. Funding guidelines for the support of energy-efficient renovation of buildings

		Q2 of first operation year

		N/A



		

		Intermediate deliverable 2. Completion of energy-efficient renovations of 10,000 housing units.

		Q1 of the third operation year

		N/A



		

		Intermediate deliverable 3. Completion of energy-efficient renovations of 40,000 housing units 

		Q3 of the fifth operation year

		N/A



		

		Result. Average primary energy savings of 45% for the renovated buildings

		Q4 of the fifth operation year

		N/A



		9. Total amount (including Union and national funding)

		Information is unavailable.



		10. Adjustment(s) method

Source: Own elaboration.

		Automatic adjustment within fixed annual services inflation rate of 3% [ceiling], if official Eurostat data for the year in question [year Y; Harmonised Index of Consumer Prices, HICP] exceeds 3% EU in Germany. The baseline year is the first operation year for all costs. 



Any other adjustment shall be subject to the prior agreement of both the Managing Authority and the European Commission and shall take place via a programme amendment.



		11. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables):

· document(s)/system to verify the achievement of the result or condition;

· management verifications (including on-the-spot), and by whom;

· arrangements to collect and store relevant data/documents.

Source: OA and Annex to CID.



		Intermediate deliverable 1

Summary document duly justifying how the deliverable (including all its constitutive elements, as set out in the description of the operation) was satisfactorily fulfilled, including an explanation on how the guidelines enable households and eligible organisations to apply for funding, with appropriate links to the underlying evidence.  



This document shall include as an annex at least the 

following documentary evidence and elements:

(a) a copy of the publication in the Federal Gazette (Bundesanzeiger) of the funding guidelines and reference to the relevant provisions indicating their entry into force.



Intermediate deliverable 2

Summary document duly justifying how the deliverable (including all its constitutive elements, as set out in the description of the operation) was satisfactorily fulfilled, with appropriate links to the underlying evidence. This document shall also include as an annex a spreadsheet with at least the following information:  

(a) the list of buildings altogether containing at least 10,000 renovated housing units;  

(b) per renovated building:  

· a unique identifier;  

· (the number of housing units which have been renovated under the scheme for which the corresponding works have been fully carried out; 



Intermediate deliverable 3

Same as Intermediate deliverable 2, except for additional 30,000 housing units.



Result

Summary document duly justifying how the deliverable (including all its constitutive elements, as set out in the description of the operation) was satisfactorily fulfilled, with appropriate links to the underlying evidence.



This document shall include as an annex at least the 

following documentary evidence and elements:

· a description of the methodology used to compute primary energy demand savings; 

· the calculated absolute savings in annual primary energy demand, the usable floor space, and the primary energy target value after renovation;  

· a calculation of the average reduction in primary energy demand for the 40 000 energy-efficient renovations showing that the renovation works have led to primary energy demand savings of at least 45%.  



Example of such documentation could be Energy Performance Certificates (EPCs) completed before and after the implementation of energy efficiency measures, or equivalent.





On the basis of a sample that may be selected by the Commission, at least the following documentary evidence shall be submitted for each building selected:  



(a) a copy of the certificate of application of renovation actions, issued in accordance with the national legislation, demonstrating the planned primary energy demand savings and targeted level of efficiency reached after renovation;  

(b) if applicable, a copy of the amended certificate of application of renovation actions, issued in accordance with the national legislation, demonstrating the planned primary energy demand savings and targeted level of efficiency reached after renovation;  

(c) a copy of the certificate of completion of renovation actions, issued in accordance with the national legislation, confirming that the planned primary energy demand savings and targeted level of efficiency have been reached after renovation;  



Assurance with applicable law is obtained through legal oversight, obtaining necessary regulatory approvals and permits, providing staff training on compliance, and conducting independent audits. [to be further developed/adapted depending on the MS specific set-up and context as well as the type of operation at hand, and based on COM explanatory note on how assurance is provided when implementing an FNLC scheme (CPRE_23-0008-02)]





		12. Use of grants in the form of financing not linked to costs. Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs?

		



		13. Arrangements to ensure the audit trail. Please list the body(ies) responsible for these arrangements.

Source: OA and Annex to CID.

		The responsible authority for ensuring the audit trail shall be the national body responsible for environmental action and/or financing in the country (e.g in Germany, the Federal Ministry for Economic Affairs and Climate Action)







Modernisation of railways lines (PO3)

		1. Description of the operation type

Source: Own elaboration based on Poland’s RRP.

		The main goal of this measure is to further improve the condition and reliability of the railway infrastructure, thereby increasing the attractiveness of rail transport for both passengers and freight. The measure involves two key steps:

First, contracts for the modernisation and revitalisation works on the railway lines will be awarded. These contracts must be signed through open and competitive tendering processes, ensuring transparency, fairness, and compliance with the Public Procurement Law.

Second, the actual execution and completion of the works will be carried out as per the signed contracts. This includes modernising 500 km of railway lines, of which 250 km are existing lines slated for revitalisation, including over 300 km on the TEN-T network. The plan aims to enhance the speed, capacity, and electrification of key railway routes. Specifically, it includes upgrading 200 km of lines for passenger trains to operate at speeds of 250 km/h, improving 320 km of lines for freight transport to allow speeds of 100 km/h, electrifying 144 km of railway lines, and modernising 70 km for speeds of 160 km/h.

Additional activities include:

· replacing signalling and control systems,

· centralising traffic management, and 

· eliminating bottlenecks to improve freight transport efficiency.



The total investment cost is estimated at EUR 2,392 million. The railway line costs have been calculated based on analyses that take into account other similar investments undertaken so far. The cost of a railway line was set at PLN 15.5 million per kilometre, while the cost of eliminating bottlenecks was estimated at PLN 32 million per location. The costs for preparatory work—pre-design and design documentation for the construction of the railway line—were estimated based on tender offers submitted, rates from other road and rail infrastructure managers, and analyses prepared for the 2021-2027 financial perspective.



		2. Specific objective(s)

Source: Own elaboration.

		3.1 - Sustainable TEN-T



		3. Conditions to be fulfilled or results to be achieved

Source: Annex to CID.

		Works on 500 km of railway lines shall be completed, of which 250 km of lines shall be revitalised [for a specific definition of “revitalisation”, see info under field 5]. 



		4. Deadline for fulfilment of conditions or results to be achieved

Source: Own elaboration based on Poland’s RRP.

		The whole operation will be implemented in 1.5 years.



		5. Indicator definition

Source: Own elaboration based on Poland’s RRP.

		For the intermediate deliverable – Signature of contracts following open and competitive tenders – contracts shall be signed for the works on 500 km of railways lines of which 250 km of lines shall be revitalised.   Contractors of railway infrastructure modernisation shall be selected under the Public Procurement Law regime in a competitive model. Projects will be selected individually (from the pool of investment projects by PKP Polskie Linie Kolejowe S.A. for the 2021-2027 period) based on the following criteria:

1. Maturity: The project must ensure completion and final settlement by the end of Q2 of the second operation year.

2. Maximization of synergy effects: This will take into account the scope of projects completed over the last 20 years, particularly those focused on eliminating bottlenecks in freight transport.

3. Minimising disruption: The projects should address bottlenecks while minimally limiting the capacity of railway lines, considering the implementation of other investments, especially those financed by Connecting Europe Facility 2014-20 and European Fund for Strategic Investment 2014-20.

For the result – Completion of works on 500 km of railway lines and revitalisation of 250 km (out of the first 500 km) – two indicators have been established:

1. Total length of railway lines with completed works (500 km): This refers to the cumulative length, in kilometres, of railway lines where construction, modernisation, electrification, or upgrading works have been fully completed within the specified timeframe. "Completed works" means that all planned activities on the railway lines have been finalised, and the lines are operational and meet the designated technical standards.

2. Length of revitalised railway lines (250 km out of the 500 km): This subset indicates the length of existing railway lines that have undergone revitalisation. "Revitalisation" involves restoring and upgrading existing railway infrastructure to improve safety, efficiency, and reliability without significant alterations to the original route or fundamental design parameters. Revitalised lines are enhanced to meet current technical standards, often including improvements like track replacement, signalling upgrades, and infrastructure repairs.



		6. Unit of measurement

Source: Annex to CID.

		1. Contracts signed.

2. Number of kilometres (km).



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements

Source: Annex to CID.

		Intermediate deliverables and results 

		Envisaged date[footnoteRef:7] [7:  Please note that the suggested deadlines are for illustrative purposes only – the final deadline should be specified according to the programme needs.   ] 


		Amount (EUR)



		8. 

		Intermediate deliverable 1. Signature of contracts following open and competitive tenders.

		Q1 of the first operation year.

		N/A



		9. 

		Result. Completion of works on 500 km of railway lines and revitalisation of 250 km out of the 500 km.

		Q2 of the second operation year.

		N/A



		10. Total amount (including Union and national funding)

Source: Poland’s NRRP.

		 2.392 billion EUR 



		11. Adjustment(s) method

Source: Own elaboration.

		Automatic adjustment within fixed annual services inflation rate of 3% [ceiling], if official Eurostat data for the year in question [year Y; construction producer price index, CPPI] exceeds 3% EU in Poland. The baseline year is the first operation year for all costs. The exchange rate used is the fixed EUR 1 = PLN 0.2329.

Any other adjustment shall be subject to the prior agreement of both the Managing Authority and the European Commission and shall take place via a programme amendment. 



		12. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables):

· document(s)/system to verify the achievement of the result or condition;

· management verifications (including on-the-spot), and by whom;

· arrangements to collect and store relevant data/documents.

Source: Annex to CID.

		Documentation will include signed contracts, any amendments, and compliance with national procurement laws. 

Technical standards will be verified through documentation (such as as-built drawings, material and equipment certificates, test and commissioning reports, compliance certificates, and inspection and supervision report) confirming the modernisation of 500 km of railway lines, including compliance with TEN-T specifications, speed upgrades, and electrification. 

Environmental compliance will be ensured through Environmental Impact Assessments (EIA) and permits. 

Management verifications, overseen by the Ministry of Infrastructure, will involve physical inspections and regular progress reports. A centralised record-keeping system will securely store all documents, maintaining an audit trail for all verifications conducted.

Assurance with applicable law is obtained through legal oversight, obtaining necessary regulatory approvals and permits, providing staff training on compliance, and conducting independent audits.



		13. Use of grants in the form of financing not linked to costs. Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs?

		



		14. Arrangements to ensure the audit trail. Please list the body(ies) responsible for these arrangements.

Source: Annex to CID.

		The Ministry of Infrastructure, in collaboration with PKP Polskie Linie Kolejowe S.A., will oversee project selection and implementation
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[bookmark: _Toc181697965]Background

Capitalising on the contributions of managing authorities, audit authorities and national coordination bodies from all 27 EU Member States, DG REGIO Transnational Network on Simplification (TN) is widely recognised as a key forum for discussion on simplification in the ERDF/CF and the JTF at European level. 

At the 18th meeting of DG REGIO TN, that will be held in Marseille on 14 and 15 November 2024, five sessions will be dedicated to the next steps for simplification in ERDF/CF and JTF programmes:

· Session II.1 – Study on performance-based schemes. Presenting the preliminary outcomes of the EC ‘Study on Performance-based schemes: from the RRF to possible approaches under the ERDF/CF and JTF’.

· Session II.2 – Peer-to-peer support. Presenting the outcomes of multi-country workshops organised by TN members under the TAIEX-REGIO Peer2Peer platform.

· Session II.3 – Introducing the group discussions on the next steps for simplification. This session aims to: (i) report on the key outcomes of the last meeting of the ESF Transnational Network on Simplification and (ii) introduce the group discussions on the next steps for simplification.

· Session II.4 – Next steps for simplification: group discussions. TN members are invited to discuss, in groups, to identify the objectives, contents and actions that should be considered, by the EC and the Member States, in the view of programming future TN events and tasks to further enhance simplification in ERDF/CF/JTF programmes.

· Session II.5 – Next steps for simplification: panel discussion. The outcomes of the group discussions carried out in session II.4 are addressed in plenary, in a panel discussion with representatives of the European Commission and TN members.

This note presents the instructions for the group and panel discussions that will be held at the TN meeting. 

		[image: ]In preparation for the meeting, TN members are kindly invited to consult:

· The instructions for group and panel discussions (sessions II.4 and II.5) presented in this note, together with the template to report back on the outcomes of group discussions.

· The following files[footnoteRef:1] included in the background documents for the meeting: [1:  The three documents are a product of the ESF Transnational Network on Simplification. Kindly note that: (i) the work on the documents is still in progress and (ii) they are circulated to members of DG REGIO TN for information purposes only. ] 


· The draft position paper and draft road map model for 'no more real costs' prepared by the ESF TN.

· The draft updated version of the ESF TN recommendation paper on FNLC.
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At the 18th meeting of the TN participants will be invited to discuss in groups (session II.4 of the meeting agenda) about objectives, contents and actions that should be considered, by the EC and the Member States, in the view of programming future TN events and tasks to further enhance simplification in ERDF/CF/JTF programmes.

In the subsequent session II.5, the outcomes of the group discussions will be addressed, in plenary, within a panel discussion with representatives of the European Commission and TN Members.

Rationale and functioning of the group discussions (session II.4)

The rationale of the session is to identify:

· The actions that should be carried out by the Member States, the European Commission and the TN to further increase the use of SCO and FNLC in ERDF/CF/JTF programmes for the current programming period.

· The topics and sub-topics that should be addressed by the TN in the upcoming year.

Group discussions in session II.4, on 15 November, will be organised as follows:

I. Starting group discussions - at 10:30 participants will be invited to start discussing in groups. The composition of the groups will be provided before the meeting.

II. Appointing the group rapporteur – the first task for the group is to appoint one rapporteur who will be invited to collect and report back the key outcomes of the discussion.

III. Carrying out group discussions: 

· Based on the contents shared in previous sessions and the background documents provided in preparation for the meeting, TN members are invited by the rapporteur to share their views on the following questions:

Q.1 What actions should be taken to further increase the use of SCO and FNLC in ERDF/CF/JTF programmes for the current programming period?

Q.2 What topics and sub-topics should be addressed by the TN in the upcoming year? 

· The rapporteur takes note of actions and proposals using the template for reporting back on outcomes of session II.4 (see Annex 1).

IV. Returning the template to the TN coordinator – at 11:15, group rapporteurs will be invited to return the templates by e-mail to: lucasantin.eu@gmail.com. 

Follow-up: reporting back and panel discussion (session II.5)

Based on the information provided in the templates, in session II.5 (from 11.35 to 12:45), the outcomes of group discussions will be addressed within a panel discussion with representatives of DG REGIO Unit F.1 ‘Better implementation and closure’ and REGIO-EMPL Joint Audit Directorate for Cohesion.
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18th meeting of the TN – Session II.4 – Next steps for simplification: group discussions

Group N. _ (please indicate the number of your group) _

Q.1 Actions to further increase the uptake of SCO and FNLC in ERDF/CF/JTF programmes, for the current programming period.

Looking at the road map model prepared by the ESF TN and reflecting on how to make a wider and better use of simplification measures (SCOs and FNLC), what specific actions should be taken by the Member States, the European Commission and the TN to further increase the use of SCO and FNLC in ERDF/CF/JTF programmes for the current programming period? Please specify in the table below the key actions that should be taken by:

a) The Member States

b) The European Commission

c) DG REGIO TN on Simplification

		Actions to further increase the use of SCO and FNLC in the current programming period



		Member States

		· ……………….

· ……………….

· ……………….



		European Commission

		· ……………….

· ……………….

· ……………….



		DG REGIO TN on Simplification

		· ……………….

· ……………….

· ………………..
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[bookmark: _Annex_V_–]Q.2 Topics and sub-topics that should be addressed by the TN in the upcoming year

Taking into account the priority issues that should be addressed for further enhancing simplification in ERDF/CF and JTF programmes, and looking at your experience in the TN so far, please indicate in the table below your proposals for the next steps for the TN for the upcoming year. For each proposed topic, please indicate the priority you would assign and the relevant (specific) sub-topics to be addressed.

		Topic

		Relevance

		Sub-topics



		1. RRF & other performance-based models

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….



		2. Indicators

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….



		3. Coordination of simplification at national level

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….



		4. Cooperation with / simplification for beneficiaries

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….



		5. Audit

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….



		6. Risk-based management verifications

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….



		7. Digitalisation & use of Artificial Intelligence

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….



		Other topics (please specify) _____

		☐ Low relevance

☐ Medium relevance

☐ High relevance

		· ……………….

· ……………….
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The concept and key contents of this position paper were designed by the ESF Transnational Network (TN) on Simplification. 

Established in 2015, the TN involves over 300 representatives of ESF managing authorities (MA), intermediate bodies (IB), audit authorities (AA), national coordination bodies (NCB) and ESF stakeholders from all Member States of the European Union (EU), as well as several Directorates-General of the European Commission (EC), coordinated by the Directorate-General for Employment, Social Affairs and Inclusion (DG EMPL), Unit G.1.  

Building on the practical experience developed by all Member States in designing, implementing and controlling simplification measures across two programming periods, the TN is widely recognised as a key forum for discussion on simplification in the ESF+ at European Level and represents the ‘state of the art’ of simplification in ESF+ programmes.

Aim of the position paper

The aim of the position paper is to present the proposal for ‘no more real costs’ in the post-2027 programming period, developed by the TN through several consultations with ESF+ authorities and stakeholders participating in the network.

In particular, the paper aims to:

· Define the scope of the proposal. 

· Highlight the relevance and impact of the ‘no more real costs’ objective.

· Illustrate how the objective of ‘no more real costs’ in post-2027 can be achieved.

· Raise awareness on the importance of the objective of ‘no more real costs’ and contribute to pave the way for achieving it.

Target audience

This document is aimed at:

· Representatives of ESF+ authorities, stakeholders and beneficiaries, primarily those who have less experience in the design, implementation and control of simplification measures.

· Policy and decision-makers, at EU and national/regional level, responsible for drafting and negotiating the proposals for the programming period post-2027.

· National and regional institutions responsible for drafting rules and administrative procedures, relevant for the implementation and control of ESF+ programmes, that could potentially lead to ‘Gold-plating’[footnoteRef:1].    [1:  Gold-plating describes a process by which a Member State which has to transpose EU Directives into its national law, or has to implement EU legislation, uses the opportunity to impose additional requirements, obligations or standards on the addresses of its national law that go beyond the requirements or standards foreseen in the transposed EU legislation. (Source: European Commission. (2015). Communication from the Commission to the European Parliament, the Council, The European Economic and Social Committee and the Committee of the Regions. Better regulation for better results - An EU agenda. COM (2015) 215 final. Strasbourg).] 


Structure of the position paper

The contents of this document are structured around the following key questions:

· What does ‘no more real costs’ mean? Section 2 presents the definition and the scope of the proposal for ‘no more real costs’ in post-2027. 

· Why ‘no more real costs’?  Section 3 illustrates the reasons why the objective of ‘no more real costs’ should be achieved.

· How to achieve the objective of ‘no more real costs’? Section 4 presents a set of conditions and actions relevant for achieving the objective of ‘no more real costs’ in post-2027. 

[bookmark: _Toc169182979]What does ‘no more real costs’ mean

Definition of the proposal

‘No more real costs’ means that all payments related to the implementation of ESF+ programmes  will be only made using simplification measures and will no longer be based on the reimbursement of actual (real) costs.

‘Simplification measures’ means Simplified Cost Options (SCO), Financing Not Linked to Costs (FNLC) or any other form of reimbursement not based on actual costs that could be introduced in the post-2027 programming period.

Scope of the proposal

‘No more real costs’ should be applied to all payments for all operations under ESF+ programmes for post-2027, with no exceptions. 

Why ‘no exceptions’: the experience of the authorities and stakeholders involved in the TN shows that exceptions often lead to discussions and to (extensive) interpretations that could significantly delay or even undermine the actual implementation of the ‘no more real costs’ principle. One of the lessons learnt from the first years of implementation of simplification measures is: discussions between authorities and stakeholders should focus on ‘how to design and implement simplification measures’ rather than ‘whether to use them’.

In the case of multi-fund programmes, the ‘no more real costs’ principle should be applied (at least) to the operations or parts of the operations which are funded by the ESF+. 
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Real costs should be no longer used for two main reasons: (i) they are not sustainable and (ii) they are not effective. 

The following sections present the two reasons in detail, also through a comparative analysis between real costs and simplification measures.
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Real costs are not sustainable because they involve:

· High administrative costs and burden[footnoteRef:2]. ‘Real costs’ require the tracing of every euro of co-financed expenditure to individual supporting documents. This involves high administrative costs and burden for ESF+ authorities and beneficiaries. Several studies conducted by the EC show that simplification measures such as SCO have a significant impact on the reduction of administrative costs and burden[footnoteRef:3].      [2:  Administrative costs represent the total staff, overhead and external costs borne by national and regional authorities to manage and administer European Structural and Investment Funds (ESIF), fulfilling the tasks described in the EU regulatory framework for ESIF. Administrative burden encompasses the total staff, overhead, and external costs for beneficiaries to comply with obligations resulting from the legislation, in particular obligations imposed by the ESIF regulations as well as regulations related to the ESIF support received. ]  [3:  See “Use and intended use of simplified cost options in European Social Fund (ESF), European Regional Development Fund (ERDF), Cohesion Fund (CF) and European Agricultural Fund for Rural Development (EAFRD)”, European Commission (2018) and “New assessment of ESIF administrative cost and burden”, European Commission (2018). 
] 


· High risk of error. As repeatedly confirmed by The European Court of Auditors in its Annual and Special Reports, complex rules and procedures envisaged under ‘real costs’ systems involve a high risk of error. It is also confirmed that simplification measures have a positive impact on the error rate.         

· Barriers to access to Funds. Several studies conducted by the EC and the experience of TN members show that the administrative burden and the higher risk of financial corrections related to ‘real costs’ represent barriers that can prevent beneficiaries from applying for support. It is important to note that such barriers don’t affect only small beneficiaries with limited administrative capacity, but concern also larger beneficiaries which would have the capacity to manage ‘real costs’ but are not willing to dedicate a significant part of their work (and resources) to administrative procedures, instead of concentrating on delivering the projects. In this sense, the barriers related to ‘real costs’ would produce a perverse effect: beneficiaries with lower technical competences but sufficient administrative capacity apply more frequently than beneficiaries which could deliver better projects, but cannot or are not willing to use ‘real costs’.  

· Lower quality, at all levels. ‘Real costs’ require authorities and stakeholders to dedicate a significant portion of their resources and efforts to administrative and bureaucratic aspects and undermine the possibility to focus on ‘what really matters’: the quality and impact of programmes and projects. This affects all phases of the programme’s life-cycle: programming, implementation, monitoring and evaluation, management verifications and audit. On the other hand, it is widely demonstrated that simplification measures bring two important positive effects: 

· The design, implementation and control of simplification measures require authorities and beneficiaries to focus on the expected results of the operations and thus the quality and the impact of programmes and projects (i.e. to clearly define upfront ‘what should be financed, why and how’, and then to implement, monitor, assess and control according to the definition of such conditions)

· At the same time, simplification measures allow authorities and beneficiaries to divert resources from burdensome administrative tasks and concentrate on contents and results.         
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Authorities and stakeholders with less experience on simplification measures often mention that ‘real costs’ are still required, because they are the most effective solution to tackle a number of issues and risks. The experience of ESF+ programmes which are most advanced in the use of simplification measures, shows that this is not true.

‘Real costs’ are not effective, because:

· ‘Real costs’ don’t reduce the risk of fraud. Tracing every single euro-cent of co-financed expenditure to individual supporting documents is not an effective solution to prevent or detect fraud. In fact, the experience of ESF+ authorities shows that the risk and incidence of fraud is significantly lower when simplification measures are introduced and are accompanied by enhanced monitoring and control of the achievement of conditions and results (rather than concentrating mostly on administrative documents, such as invoices and payments).

· ‘Real costs’ don’t safeguard financial equilibrium of operations. Less experienced authorities and beneficiaries often make two assumptions: (i) ‘real costs’ are an effective measure to safeguard financial equilibrium of operations and, on the contrary, (ii) simplification measures would lead to under-compensating beneficiaries (due to errors in calculation methods or to the impossibility of fulfilling the conditions for reimbursement). The experience developed by ESF+ authorities in over 15 years of implementation of simplification measures shows that both the above assumptions are unfounded, for the following reasons:

· As described in section 3.1, ‘real costs’ expose beneficiaries to high risk of errors and financial corrections and to high administrative burden. It is important to note that the majority of corrections under ‘real costs’ are linked to the complexity of the rules (and not to expenditures that were not incurred by beneficiaries) and that a portion of the administrative burden borne by beneficiaries may not be eventually reimbursed (e.g., where complex and inefficient administrative procedures require an administrative workload that is not proportionate to the cost for the technical implementation of the operation). Taking into account errors and administrative burden, it is evident that ‘real costs’ are not suitable to guarantee that the financial equilibrium of the operation is actually safeguarded. In other words, in reality, ‘real costs’ cannot guarantee that beneficiaries receive exactly the amount that they have actually incurred and paid for implementing the operation.  

· Regarding the perceived risks of under-compensation related to simplification measures, first it should be noted that throughout 15 years of implementation of these measures no significant issues in terms of under-compensation were actually detected and that the concerned risk is often mentioned by authorities and beneficiaries which have not actually used simplification measures. Of course, small negative differences between actual costs and amounts reimbursed based on simplification measures, are technically possible. However, it is important to consider that the reduction of administrative burden and errors achieved through simplification measures would largely compensate possible negative differences. 

· Regarding the risk of non-payment or reduced-payment to beneficiaries not fulfilling the conditions for reimbursement, an important point that is often ignored is that, in most cases, ‘real costs’ would not make any difference. In the vast majority of cases observed in practice, beneficiaries who did not fullfill the conditions for reimbursment couldn’t have been paid under any method of reimbursment (including ‘real costs’). Experience also shows that there are many effective ways to limit the concerned risks (e.g. setting realistic conditions and establishing milestones, discussing conditions and milestones with beneficiaries upfront, including provisions safeguarding beneficiaries against circumstances that are beyond their control, set up installments of payments proportionately to the conditions fullfilled). Finally, it should  also be observed that no significant issues in terms of non-payment or reduced-payments, directly related to the use of simplification measures, have been  detected up till now.

[bookmark: _Toc169182983]How to achieve the objective of ‘no more real costs’

Presenting the reasons why the objective of ‘no more real costs’ should be achieved in the post-2027 programming period is not sufficient. Less experienced authorities and stakeholders would still think ‘we could agree that ‘real costs’ are neither sustainable nor effective, however we don’t know how it would be possible to cover all payments with simplification measures. Is the objective of ‘no more real costs’ feasible?’.  

According to the ESF+ authorities and stakeholders from the vast majority of EU Member States participating in the ESF TN on Simplification, achieving the objective of ‘no more real costs’ is not only relevant, but also feasible in the mid-term. It is important to recall that the proposal presented in this position paper is to achieve the objective of ‘no more real costs’ in post-2027, allowing sufficient time for authorities and stakeholders to prepare.

Based on the experience of the members of the ESF TN on Simplification and on the outcomes of several consultations carried out within the network, this section aims to explain how the objective of ‘no more real cost’ in post-2027 can be achieved. In particular, the section presents a set of recommendations and actions that should be observed and implemented to prepare for ‘no more real costs’, under two fundamental perspectives:

· Technical: actions that should be taken by ESF+ authorities and stakeholders to prepare for ‘no more real costs’, from a technical standpoint.  

· Institutional and regulatory: recommendations addressed to: (i) policy and decision makers responsible for drafting and negotiating the proposals for the programming period post-2027 and (ii) national and regional institutions responsible for drafting rules and administrative procedures, relevant for the implementation and control of ESF+ programmes. 
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Preparing for ‘no more real costs’ in post-2027 from a technical perspective means to prepare, throughout the next 3.5 years, for using simplification measures at full-scale (i.e., all payments related to the implementation of ESF+ programmes  will be only made using simplification measures). 

Before presenting the preparatory actions that should be taken by authorities and stakeholders, it is worth highlighting two points that are important to put the feasibility of technical preparations into context: 

· For some Member States the objective of ‘no more real costs’ is almost fully achieved already, with over 90% of payments related to the implementation of ESF+ programmes made only using simplification measures. 

· The timeline of the proposal (3.5 years) is sustainable, even for less experienced authorities with limited administrative capacity. Several authorities joined the ESF TN on Simplification when they had little or no experience on simplification and their capacity, in terms of knowledge and resources, seemed not sufficient to develop simplification measures. Many of them managed to significantly increase the uptake of simplification measures and to eventually adopt a simplification-by-default approach in less than two years. It is also important to note that simplification-by-default was achieved by these authorities in a more difficult legal and technical context, with higher legal uncertainty, lack of legal harmonisation, less off-the-shelf options (OTS), less references and practical examples on how simplification measures should be designed, assessed, implemented and controlled, higher risk of errors and, eventually, higher uncertainty on the actual advantages of simplification measures over ‘real costs’.    

According to the members of the ESF TN on Simplification, authorities and stakeholders should prepare for using simplification measures at full-scale and achieving the objective of ‘no more real costs’ taking into account the following recommendations and actions:

· Start preparations now. As mentioned, achieving the objective of ‘no more real costs’ is feasible, and the proposed timeline is sustainable. However, it is essential that authorities and stakeholders start preparing now. In particular less experienced authorities, which may have already programmed most of the operations under ‘real costs’, should be aware that preparations cannot start in 2028. The implementation of the preparatory actions suggested in the points below should start now.    

· Change mindset. The first step to take is to change the mindset towards simplification measures. Exchanges with hundreds of authorities and stakeholders across the years show that the majority of issues which could limit or even hinder the use of SCO or FNLC is not based on objective evidence, but on preconceptions against those measures. This negative bias is often linked to lack of knowledge, but in most cases the real problem is that authorities and stakeholders have a ‘real costs’ mindset. Even if they understand that simplification measures are much more sustainable and effective than ‘real cost’, they still prefer to use ‘real costs’ only because, as observed by TN members, it is ‘the devil they know’ and they are afraid to change. It is important to clarify that this does not mean that there are not issues to address when designing simplification measures. It means that no matter how many solutions are available (and experience shows that solutions are available for any issues related to simplification measures) the path to overcome such issues cannot start without the willingness to change the mindset and concentrate on solutions rather than on problems. 

· Be willing to invest. One of the main (objective) issues that less experienced authorities and stakeholders may need to overcome to prepare for ‘no more real costs’ is the lack of resources that could be dedicated to developing simplification measures. A comment often made by less experienced authorities is ‘we have insufficient staff and staff is not prepared to develop simplification measures as we are already busy with other urgent tasks’. Indeed, developing simplification measures requires an initial investment (in terms of resources and knowledge). However, the experience of the Member States which are most advanced in the use of these measures demonstrates that the return of the investment is absolutely positive: i.e., the amount of time saved during and after implementation (not having to trace every euro of co-financed expenditure and to deal with inefficiencies and risks of ‘real costs’) is significantly higher than the time invested to develop simplification measures. Less experienced authorities should be willing to make this investment, which will eventually allow their staff (and the staff of final beneficiaries) to dedicate time to tasks which are much more relevant (and more policy oriented) than  ‘real costs’.

· Be willing to learn. Preparing for ‘no real costs’ involves the willingness to build knowledge on how simplification measures are designed, implemented and controlled. On this, it is important to note that building knowledge on simplification is much easier now, as the level of knowledge and practical experience on simplification measures in the EU has grown exponentially since they were introduced. Less experienced authorities and stakeholders have now the opportunity to build their capacity capitalising on the good and not-so-good practices developed by other practitioners. Solutions relevant for all phases of the life cycle of simplification measures (design, implementation and control) have been designed and tested in practice. Numerous initiatives are being implemented by the EC (e.g. the ESF TN on Simplification and the REGIO TN on Simplification, peer-to-peer exchanges financed by EU Funds) and the Member States (e.g. workshop and training programmes organised at national / regional level) to share experience and further enhance knowledge on simplification measures across the EU. Still, as mentioned above, authorities should be willing to learn.  

· Involve all stakeholders and build partnerships. From a legal point of view, the MA is responsible for decisions around simplification measures. However, good practices shared with the ESF TN on Simplification shows that designing and implementing simplification measures should be a ‘joint effort and a joint responsibility’. All parties relevant for achieving the objective of ‘no more real costs’ should be involved very early in the discussions on simplification measures: IBs, AA, CA, line ministries, stakeholders and beneficiaries. Regular and constructive collaboration among key stakeholders, based on frank and open discussions and on the respect or roles and responsibilities, greatly facilitates the design of simplification measures and paves the way for their smooth implementation. 

· Develop a road map. Each Member State should develop a road map to prepare for achieving the objective of ‘no more real costs’ in post 2027. The road map should include:

· An assessment on the state of play of simplification measures, in terms: of actual use of simplification measure (what is the starting point), specific issues that are limiting or hindering a wider use of simplification measures in the Member State and main gaps in terms of resources (knowledge / experience, organisational capacity, data, information) needed to design and implement simplification measures.  

· The description of the actions to be taken to achieve the objective of ‘no more real costs’, including: implementation of capacity building programmes, also through peer-to-peer support actions, interventions to remove possible sources of ‘gold-plating’, agreements with Institutions which could provide data and information relevant for designing simplification measures.

· A clear description of the roles and responsibilities of the various actors involved in the execution of the road map and precise deadlines for each implementation step.  

Note for TN members: A model for the road map towards ‘no more real costs’ will be provided together with the position paper. The draft model will be discussed at the TN meeting on 20 and 21 June 2024. 



[bookmark: _Toc169182985]Regulatory and institutional preparations

As mentioned in section 4.1, some Member States are already very close to the objective of ‘no more real costs’ under the current legal and institutional framework and Member States should start preparing for ‘no more real costs’ now (i.e., authorities should not wait for the proposals for post-2027).

However, achieving the objective of ‘no more real costs’ should not rely exclusively on the efforts of ESF+ authorities and stakeholders for adopting simplification measures at full-scale. ‘No more real costs’ would also require interventions to further enhance the institutional and legal framework at EU and National level.

With this background, the ESF TN on Simplification identified a number of recommendations for EU and National policy and decision-makers:

· Start acting now. As recommended for technical preparations, it is essential that policy and decision-makers start preparing the institutional and regulatory framework now.

· Support the proposal for ‘no more real costs’.  Achieving the objective of ‘no more real costs’ requires the endorsement and support of policy and decision-makers. It is essential that the European Commission, the Member States and the TN (each TN member) promote the principle of ‘no more real costs’ in all discussions around the future of Cohesion Policy at European. national and regional level.

· Leave no room for exceptions and interpretations. The Regulation for post-2027 should not include the ‘real costs’ option and should not leave room for exceptions or different interpretations. 

· Allow more flexibility and more reference models. More flexibility and more options should be allowed for designing and implementing simplification measures:

· Removing the limit for the draft budget method.

· Allowing more flexibility for the amendments of the SCO/FNLC schemes approved by the EC (removing the link to the programmes and consequent need for programme amendments).

· Provide more SCO/FNLC models for different policy areas, that could be used as references for establishing simplification measures tailored around each programme.

· Enhance legal harmonisation. Introducing a true ‘no more real costs’ principle in the regulatory framework for post 2027 requires to intervene not only on the provisions regarding the forms of financial support or the management and control systems, but involves a wider effort to harmonise all relevant provisions that could directly or indirectly hinder the principle (e.g., Public Procurement, State Aid, Conflict of Interest …).

· Keep the rules stable. Once the Regulation is adopted, it is essential that the rules remain stable and that subsequent interpretations are consistent with the overarching principle of ‘no more real costs’. 

· Remove ‘gold-plating’. National and regional institutions responsible for drafting rules and administrative procedures, relevant for the implementation and control of ESF+ programmes, should remove any possible additional requirements, obligations or standards, that go beyond the requirements or standards foreseen in EU legislation, which could undermine the benefits of ‘no more real costs’. 



[bookmark: _Toc169182986]Conclusions

To be drafted after additional consultations with TN members. 
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[bookmark: _Toc177635996]Introduction

Established in 2015, the ESF Transnational Network on Simplification (TN) involves national coordination bodies, managing authorities and audit authorities from all (27) EU Member States and is widely recognised as a key forum for discussion on simplification in the ESF+ at European level.

At the 22nd meeting of the TN, held in November 2023, the members of the network identified a number of preliminary proposals around the topic of ‘no more real costs’, including:

· Preparing a TN position paper to pave the way for achieving the objective of ‘no more real costs’ in post 2027.

· Providing Member States with a model for a road map to gradually reach the objective of ‘no more real costs’.

A first set of key points (do’s and don’ts) to be included in the TN position paper and in the model for the road map were discussed by the TN subgroup on ‘the Future of Simplification’. The draft outline of the model for a road map for ‘no more real costs’ was subsequently discussed at the 23rd and 24th meeting of the TN (April and June 2024). In July 2024 a TN survey was launched to collect comments and suggestions on how to further develop the document and preliminary information on good practices to be included. 

Capitalising on the suggestions shared by TN members at the two TN meetings and through the TN survey, this note presents the update draft model for a road map for ‘no more real costs’ in post 2027.

The model provides references on the (possible) main steps that could be taken by the Member States to prepare for ‘no more real costs in post 2027’. The intermediate goals and timing for each Member State should be determined in accordance with the specific situation of the country and on the basis of objective analysis. Nonetheless, it is possible to identify a general set of key actions for the development of conditions and capabilities necessary to shift towards a ‘no more real cost scenario’ in post 2027.

In particular, the key actions towards ‘no more real costs’ identified by the members of the ESF TN on Simplification are structured around 5 key phases:











[bookmark: _Toc177635997]Establishing a coordination centre at national level

Where not already established, a coordination centre on simplification should be created at national level, following the numerous successful examples of the Member States which have already implemented this action. The coordination centre is responsible for developing the specific road map for the Member State and ensures a coordinated and effective implementation of the envisaged actions.

A first step to be taken for the establishment of the centre is defining its responsibilities and scope of actions. Based on the experience of the Member States which have already established coordination centres on simplification, the functions assigned to such centres may include:

· Serving as knowledge hub, facilitating data collection and sharing of knowledge and information across all relevant stakeholders. The centre could also serve as help-desk for managing authorities and all relevant stakeholders, to provide real-time support on issues related to the implementation of simplification measures.

· Conducting preparatory studies and analysis, paving the way for a wider use of simplification measures, starting with the assessment of the state of play described in section 2 of this road map model.

· Organising capacity building activities and awareness raising actions targeting all relevant stakeholders (including beneficiaries).

· Providing methodological support to programme authorities in developing simplification measures, also providing advice on draft methodologies prepared by managing authorities and intermediate bodies and developing models for SCOs / FNLC schemes that could serve as reference for the authorities to develop their own schemes. Particular efforts should be dedicated to develop models based on result-based approaches.

· Facilitating efficient communication among all stakeholders and ensuring the adoption of coordinated and harmonised approaches to simplification measures at national level (i.e. avoiding that authorities and stakeholders of different programmes repeat the same mistakes or carry out inefficient processes). 

· Developing an information website, where all information and documents relevant for simplification measures, available at EU and national level, can be easily found by national / regional stakeholders (e.g. guidance notes, Q&As, studies, mapping documents, SCO/FNLC proposals, good practices and examples of (anonymized) not-so-good practices).

· Mapping legal and administrative acts adopted at national level which are relevant for the design, implementation and control of simplification measures and facilitating legal harmonisation of national rules, to overcome possible gold-plating[footnoteRef:1] practices which could limit or hinder a wider use of simplification measures.  [1:  Gold-plating describes a process by which a Member State which has to transpose EU Directives into its national law, or has to implement EU legislation, uses the opportunity to impose additional requirements, obligations or standards on the addresses of its national law that go beyond the requirements or standards foreseen in the transposed EU legislation. (Source: European Commission. (2015).] 


· Supporting the evolution / re-design of the monitoring and control system (where necessary), identifying the revisions that are needed to ensure an efficient implementation of simplification measures. Particular attention should be dedicated to exploring and testing potential solutions to adjust and revise the set of indicators typically used to monitor outputs and results, ensuring they align with the need to link each output/result to specific financial amount.

· Serving as national technical contact point with the European Commission, the ESF TN on simplification and other national networks, for exchanges on proposals and issues related to the design, implementation and control of simplification measures.

· Promoting and coordinating the preparation of guidance documents at national level, providing clear, concise guidance to managing authorities and other stakeholders on the design, implementation and control of simplification measures. 

· Conducting studies and collecting data on the impact of simplified methods of reimbursement on administrative burden. 

The coordination centre could take various forms (network / working group composed of representatives of all programmes, dedicated unit within the national coordination body). Each Member State should indeed identify the best suitable solution for its needs.

Differences may arise at the Member State level depending on various factors, such as the degree of necessary procedural formalisation: in some contexts, an administrative/legal act might be required, while in others, such formalised procedures may not be necessary for the establishment of the centre. Some countries might prefer creating entirely new bodies, while others may choose to form units or working groups within existing institutions or agencies. In some instances, tasks and responsibilities could be delegated to already established entities.

The national coordination centre should gather different skills and competencies relevant for the design and implementation of simplification measures. The number of stakeholders involved and the complexity of the structure of the centre will vary based on the size of the country and the number of programmes involved. It would be important to ensure that representatives of central government units that set out the policy for national annual budget/estimates and the national accounting rules in a Member State are represented in the coordination centre (or, at least, are in close contact with the coordination centre), as these units often play a key part in enabling simplification measures. 

It should be considered that, in larger Member States, a national body will be crucial for ensuring coordination, conveying key messages, and serving as a major knowledge hub. However, regional players must also be involved. To ensure the implementation of the road map and related actions, in these Member States, a more granular organisation with reference points in the different local and regional authorities will be necessary.

Some successful examples observed in the TN:

· The establishment of a methodological support centre at national level which is in charge for the development of SCOs across all funding sources, Cohesion, Recovery and Resilience Facility (RRF), agriculture, fishery, and others. The centre performs various tasks such as drafting SCO schemes, providing consultations and recommendations to institutions, conducting relevant studies, and more. Over the years, it has achieved significant results, facilitating the establishment of over 70 SCOs methodologies to be applied under different frameworks (e.g., Cohesion Policy, RRF, national budget) exploring different calculation methods and data sources.

· A different solution is observed in Member States where the Bodies responsible for coordinating all programmes under Cohesion Policy have established a unit / team specifically responsible for ‘simplification’. 

It is important to keep in mind that the goal is not to replicate the model from one country to another, but rather to find the best solution to achieve the same results effectively: a wider and easier use of simplification measures.



Regardless of the administrative / institutional model chosen for the coordination centres, it is essential to ensure that the centres function as main hub of a national network on simplification, which involves all ESF+ authorities and stakeholders.

As observed by several Member States which are most advanced in the use of simplification measures, each country could refer to the TN as reference model and adjust the actions and procedures according to the specificities of the national context.

The TN could also prepare a more structured document presenting detailed information on the setting up and functioning of the coordination centres. A database including key information on the centres and the contact points of each centre could also be created and shared through the TN, to facilitate exchanges of knowledge and good practices among Member States. 

As observed by several TN members, the coordination centres would also serve as key contact point between the Member State and the European Commission for the design and the implementation of national road maps for no more real costs. An enhanced and coordinated collaboration between the centres and the Commission would pave the way for a more efficient design of the road map for no more real costs and for its effective implementation. 

In the view of preparing for post-2027, the coordination centre could also support the transitioning to a system that is fully or almost fully based on result-based schemes. This transition will require a comprehensive revision of how post-2027 programmes are prepared, setting policy objectives and targets with a fundamentally different approach compared to previous programming periods

In practice, scaling up means that from the programming phase onward, targets in terms of outputs and results will be directly linked to the key financial milestones of the programmes. This will necessitate:

Redefining Policy Objectives:

· Establish policy objectives with a focus on measurable outcomes and results.

· Ensure these objectives are specific, achievable, and closely aligned with the broader strategic goals of the EU.

Setting clear targets:

· Define clear and quantifiable targets for each policy objective, by developing a framework that ties financial allocations and disbursements to the achievement of specified outputs and results.

· These targets should be linked to concrete outputs and results that can be measured and evaluated over time.

· Ensure that financial planning and budgeting processes reflect the targets set at outputs and results levels.

Define new approaches for controls:

With the support of audit authorities and other stakeholders involved in the control and monitoring of measures, a comprehensive framework for controlling the achievement of outputs and results should be established before the launch of the programmes. Transitioning to a result-based approach necessitates shifting from a control system focused on real expenditure to one based on the verification of outputs and results. Key elements of this new approach include: 

· Ex-Ante definition of outputs and results:

· Clearly define the expected outputs and results for each programme at the outset.

· Establish specific indicators to measure these outputs and results, ensuring they are quantifiable and achievable.

· Develop instruments and tools for accurately feeding data into these indicators.

· Development of control documents:

· Prepare all documentation essential to efficiently verify the achievement of outputs and results prior to programme launch.

· This documentation should include templates for monitoring outputs and results, procedures for data collection, and methods for aggregating this information.

· Designing verification procedures:

· Develop detailed procedures for carrying out verifications on the ground.

· Ensure these procedures are designed to accurately assess the achievement of defined outputs and results.

· Include guidelines for the use of monitoring templates and data collection tools.



		The TN can provide examples of national coordination centres established by Member States, including: the form chosen for the centre (e.g. network / working group/ unit), the functions / responsibilities assigned to the centre, the resources (number of persons and types of competences / skills involved in executing the centre’s tasks) as well as recommendations / suggestions that the centres would like to share to support the setting up of similar centres in other Member States







[bookmark: _Toc177635998]Assessment of the state of play

A first assessment of the state of play in terms of use of simplification measures can be carried out with the support of the TN based on information which is already available (or will be soon available) at EU Level, such as:

· Maps of SCO/FNLC practices collected by the TN. These maps, although not detailed enough for a comprehensive assessment at Member State level, are continuously updated. This allows to always have an overview of the existing schemes and types of measures covered in the different countries. The maps, which are now in MS excel format, could be also automatised and provided online in a more user-friendly format.

· Outcomes of the (ongoing) ‘Study on the uptake of Simplified Cost Options (SCO) and Financing Not Linked to Costs (FNLC) for the Common Provisions Regulation (CPR) Funds’. The key findings of the study will be made available throughout this year. The preliminary findings have been presented at the Joint TNs Meeting held in Brussels on June 20 and 21. The study will provide a more comprehensive overview, including specific information at the Member State level. The accuracy of these insights will naturally depend on the quantity and quality of data provided by the Member States.

These mappings can serve as a good starting point for opening discussions on the next steps towards reaching a ‘no more real cost’ scenario, but they do not provide the necessary information for an overall assessment of the state of play. Additional effort by the Member States is required.

First of all, creating a comprehensive mapping of all calls for proposals and/or operations implemented in the Member State could be beneficial, especially in countries with many programmes. This would enable a better understanding of whether:

· Similar operations already have SCO/FNLC schemes or other simplification measures in place for reimbursement (e.g. in Recovery and Resilience Plan), that can be adopted or easily adapted.

· There are operations still completely or mostly reimbursed through real costs that need to be addressed most urgently. 

Furthermore, the assessment of the state of play carried out by the Member States should also cover qualitative aspects, including: 

1. Specific issues that are limiting or hindering a wider use of simplification measures in the Member States. This includes national factors like gold plating, national rules, and administrative procedures that are hindering or could hinder the realization of a 'no more real cost scenario' in the future. It is crucial that Member States start addressing these issues now, before the adoption of a more ambitious regulatory framework.

2. The main gaps in terms of resources (knowledge / experience, organisational capacity, data, information) needed to design and implement simplification measures.

3. To carry out this qualitative assessment the national coordination centre will need to consult (e.g., interviews, launching surveys, focus groups) all the stakeholders involved in the design, implementation and control of programmes: managing authorities, audit authorities, implementing bodies and beneficiaries. Taking into account the point of view of all stakeholders will be essential to ensure that the path towards no more real costs is sustainable and brings advantages to all parties involved.





The assessment should include a part specifically dedicated to result-based approaches, providing evidence on:

· Best practices: identify and document successful examples of result-based schemes that can serve as models.

· Possible challenges and gaps: highlight any difficulties or shortcomings in the current implementation of result-based schemes to inform future improvements.

· Promising policy areas: identify policy areas that show the most potential for the successful implementation of result-based schemes.

· Most suitable indicators for the development of result-based schemes: create a catalogue of indicators used in result-based schemes from Cohesion Policy and RRF across various policy areas, highlighting the most frequently used.

 

The information collected will then allow identifying the set of actions required to address the main challenges and to successfully achieve the desired outcomes, in terms of wider and easier use of simplification measures.

As mentioned in the previous section of the paper, the assessment of the state of play should be carried out by the national coordination centre, with the support of all national/regional authorities and stakeholders.

It is also important to note that the assessment should not be seen as a one-off task, but rather as the first step of a process to monitor the uptake of simplification measures, the actual implementation and effectiveness of solutions to overcome the issues which limit the use of such measures as well as the identification of further corrective actions to be implemented at national / regional level.

The results of the assessment and periodic updates / monitoring reports could be discussed in the TN, with the aim to share criticalities and possible solutions and support actions.



		The TN can provide examples of assessments carried out by Member States as well as possible models/ templates and tools for the assessment.







[bookmark: _Toc177635999]Capacity building activities

Based on the outcomes of the assessment of the state of play, the national coordination centre develops a programme for capacity building activities targeting all relevant stakeholders for the design, implementation and control of simplification measures and adoption of result-based approaches. 

The programme could include activities such as:

· Trainings provided by experts in simplification measures.

· Joint and crossed trainings among authorities (e.g. representatives of managing authorities and audit authorities).

· Peer-to-peer exchanges with other Member States (i.e. study visits, expert missions, multi-country workshops).

· Drafting of practical manuals, with concrete examples on how to design, implement and control simplification measures, tailored around the specific needs of national stakeholders.

Drawing from the experience with the TN, it is essential that capacity building activities include both practical exercises and discussion sessions:

· Practical exercises are useful as they allow participants to apply theoretical knowledge in real scenarios. 

· Discussions sessions provide an opportunity for participants to share their challenges, experiences, and doubts. This approach allows unsolved questions to be collected and forwarded to the national coordination centre, which will be in charge to discuss them with the European Commission and/or other Member States. 

Additionally, establishing working groups on specific topics will enable competent individuals, covering different roles, to work together, exchange experiences and best practices, and develop a higher level of expertise.

When defining the contents of the capacity building programme it is important to bear in mind that the shift to a ‘no more real cost’ scenario will require programme authorities to gain new skills and competencies. This new approach will indeed entail to perform activities during the implementation phase such as the measurement, control, and verification of outputs and results, which have traditionally been limited to the phases of evaluation and monitoring of the programme lifecycle. These competencies should be strengthened at all levels since they will be important from the beginning of the programming process and will continue during implementation.

For an effective use of the simplification measures, capacity building activities will also need to involve beneficiaries. Such training sessions will be aimed at:

· Facilitating the correct use of the simplification measures (e.g., explaining their use, creating a one stop shop providing technical support)

· Ensuring transparency (i.e., trainings with audit authorities to clarify the functioning of the audit trail and typologies of controls performed).

TN members suggest that involving beneficiaries in capacity building actions is essential to ensure the sustainability of the road map towards ‘no more real costs’ and to achieve the objective of ‘real simplification’ for all parties involved in the implementation of ESF+ programmes.  

It is also important to note that the capacity building actions for authorities and beneficiaries should not be seen only as a top-down knowledge transfer exercise. Capacity building should also be structured as an opportunity to share views and proposals of ESF+ authorities and stakeholders on the changes involved in the implementation of the road map towards ‘no more real costs’ (e.g. how to re-design the management and control system or the definition of programme indicators, how to verify / assess the quality of the operations, how to treat irregularities and, eventually, how to achieve full legal certainty around simplification measures, how to use digitalisation tools and artificial intelligence). 

In order to ensure that all relevant stakeholders are involved in the capacity building programme, the national coordination centre should prepare, with the support of national and regional stakeholders, a list with the contacts of all authorities and representative bodies for beneficiaries that should be involved in the programme.  

Furthermore, the approach to designing capacity building actions should consider not only examples of successful practices but also not-so-good practices, errors and findings, so that simplification stakeholders can be accompanied to identify the don’ts of simplification, while implementing the national road maps.

The capacity building programme could also include trainings and workshops with representatives of the European Commission (Unit responsible for simplification measures, Geographical Units and Units of REGIO-EMPL Joint Audit Directorate for Cohesion).

Finally, as observed by TN members, capacity building actions could also bring important benefits in terms of raising the awareness of ESF+ stakeholders on the advantages and implications related to the use of simplification measures. Therefore, the definition of the capacity building programme should be coordinated with the strategy for promotion and awareness raising described in section 5. 



		The TN can provide examples of capacity building programmes / actions implemented by the Member States as well as possible models for training modules. The TN can also facilitate the matching between demand for peer-to-peer support and relevant expertise across Member States.







[bookmark: _Toc177636000]Establishing agreements with other institutions 

Experiences shared in the TN reveal that most of the time what’s hindering the development of new SCO/FNLC methodologies is the lack of available data. For this reason, it is important that the national coordination centre establishes (or coordinates the setting up of) agreements with Institutions (e.g. National Institute of Statistics, Institutions responsible for Public Registries, Sectoral Institutions/Associations) which could: 

· Provide data required for establishing simplification measures and/or 

· Support the data collection (e.g. through market surveys) and analysis/assessment (e.g. based on expert judgement).

Successful examples of collaborations with other institutions during the data collection and methodology development phases were discussed within the TN. In many cases, especially in Member States with a high uptake of SCO, historical data was no longer available for many operations. Therefore, it was necessary to rely on National Statistics databases, EU statistics databases, and surveys from different institutions to develop the calculation methodologies.

In situations where historical data was unavailable because the operation had never been implemented before, collaboration with other institutions proved to be important. For example, in one case, to address this problem an intermediary body conducted market research to collect necessary data, but received a very low response rate. The national statistics office was then involved to carry out the market research. Respondents were more accustomed to receiving surveys from the national office resulting in a higher response rate.

Another important area of collaboration with other institutions discussed was the creation of SCO methodologies for highly technical operations. In some cases, managing authorities lacked the necessary expertise, so line ministries were involved to double-check the methodologies and to assess whether the approximation was accurate, leading to a more robust result.

TN members also suggest that the agreements with other institutions could go beyond data collection and analysis, and could also cover the verification of the conditions for reimbursement (e.g. based on public registries and interoperable databases).



		The TN can provide examples of agreements between ESF+ authorities and institutions which could support the development of simplification methodologies by providing data or supporting data collection and analysis. More in general, the TN can also provide examples in which managing authorities have overcome the lack of historical data by using alternative types of data (e.g. statistical data and market data).







[bookmark: _Toc177636001]Awareness raising and promotion

The road map could include actions to promote the use of simplification measures and raise awareness of ESF+ stakeholders on the advantages of such measures and on the need to move forward towards the ‘no more real costs’ objectives. Such actions are particularly important where the use of simplification measures is limited by issues such as final beneficiaries’ ‘resistance/fear’ of change or ‘the lack of political support’ and lack of data supporting the reduction of administrative burden.

Although presented as fifth phase of the road map (in the view of capitalising on the outcomes of the previous phases), TN members suggest that “awareness raising and promotion” should start at the beginning of the road map, as one of the key challenges related to the ‘no more real costs’ is to change the mindset of ESF+ stakeholders towards the use of simplification measures.   

The national coordination centres with the help of the TN could support the development of actions / campaigns for awareness raising and promotion of the use of simplification measures, by collecting and disseminating examples of good (and not-so-good) practices of communication around simplification in ESF+ programmes developed by the Member States.

As observed by TN members within the discussions on the road map, the support of policy and decision-makers at national level and of the European Commission are key factors for the success of awareness raising and promotion campaigns. A clear commitment from national and EU Institutions to support a significant increase in the use of simplification measures is essential to achieve the necessary change in mindset of ESF+ stakeholders who are less prone to use the concerned measures. 

In particular, the following stakeholders should be actively involved in the design and implementation of the campaign to raise awareness and promote the use of simplification measures and the goal of ‘no more real costs’ in post-2027:

· At EU Level: High-level officials of the European Commission, members of the ESF+ Committee and Technical Working Group, members of the CPR expert group, representatives of stakeholders and beneficiaries at EU Level (associations, groups of interest etc).

· At national level: High-level officials of National Coordination Bodies for Cohesion Policies, Policy-makers, line Ministries, representatives of stakeholders and beneficiaries at national Level (associations, groups of interest ….)

National campaigns for awareness raising and promotion of simplification measures should be:

· Designed and coordinated by the national coordination centres

· Coordinated with other steps of the national road map: 

· Addressing key issues identified within the assessment in step 2

· Capitalising on the capacity building actions carried out under step 3 

· Targeting all relevant authorities and stakeholders identified throughout the road map.

· Tailored around the needs, perceived problems and level of knowledge of the different target groups. It is important to specify that the campaign should not focus only on technocratic aspects, relevant for the authorities, but should also include key messages (advantages) which could be relevant and valuable for all ESF+ stakeholders.

· [bookmark: _Survey_questionnaire]Coordinated with actions for awareness raising and promotion conducted at EU level.

		The TN can provide examples actions / campaigns for awareness raising and promotion of simplification measures as well as recommendations and tips on how to set up effective campaigns. 

The TN could also consult with the European Commission, on a regular basis, in order to ensure that the actions for awareness raising and promotion carried out at EU and National levels are coordinated as much as possible. This could also allow to define common key messages to be used for the promotion at both levels and to capitalise on the efforts made on both sides.







Defintion of objectivies and scope of actions





Identification of the best suitable administrative form





Establishing the national coordination centre





Developing  the roadmap and monitoring its implementation





Ensuring coordination and overall effectiveness





Preliminary analysis of SCOs uptake using information provided by the EC





Mapping of all calls for proposals/operations implemented by the MS





Qualitative assessment of:

- issues hindering the use of simplification measures

- resources gaps (expertise and data)
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The concept and content of this recommendation paper on financing not linked to costs (FNLC) were designed by the European Social Fund (ESF) Transnational Network on Simplification (TN). 

Established in 2015 under the ESF Transnationality Platform, the TN carried out work programmes involving ESF managing authorities (MAs), intermediate bodies (IBs) and audit authorities (AA), national coordination bodies of Cohesion Policy or EU funds (NCBs) and ESF stakeholders from all Member States of the European Union (EU), as well as several Directorates-General of the European Commission, coordinated by the Directorate-General for Employment, Social Affairs and Inclusion (DG EMPL), Unit G.1.  



Aim of the paper

This paper aims to support ESF+ authorities and stakeholders in designing FNLC schemes. It presents key recommendations from discussions within the TN, as well as preliminary experiences of the Member States that have developed draft FNLC schemes.  

Target audience

The paper is primarily aimed at representatives of ESF+ authorities and stakeholders with little or no experience in FNLC design, as well as authorities from other EU funds and programmes. 

Approach

The paper is based on two key assumptions, validated by TN members:

· It does not constitute additional requirements or interpretation of legal provisions, and should not be seen as a source of ‘gold-plating’([footnoteRef:1]). [1: () Gold-plating is the process by which a Member State, in transposing EU Directives into national law or implementing EU legislation, imposes additional requirements, obligations or standards that go beyond the requirements or standards foreseen in the transposed legislation (European Commission, 2015). The term is often used in the context of the implementation of the European Structural and Investment Funds (ESI Funds) to describe the administrative supplementary requirements and burdens imposed on beneficiaries by the ESI Funds national and sub-national authorities, both in response to EU-level procedures and stemming from national administrative traditions and customs (High-Level-Group on Simplification, 2016). ] 


· It presents both good and not-so-good practices, dos and don’ts.

Sources and legal framework

Key sources of information in preparing the paper were:

· Presentations by officials of DG EMPL and REGIO-EMPL Joint Audit Directorate for Cohesion (DAC) and representatives of Member States experienced in the design of FNLC schemes. 

· FNLC schemes developed by ESF+ authorities: Annex V – Appendix 2 to the Common Provisions Regulation (CPR).

· FNLC schemes adopted by the European Commission under article 95(4) CPR.

· FNLC models developed by DG EMPL and by the TN, covering different types of operations relevant for the ESF+.

· FNLC-relevant 2021-2027 Q&A published by the European Commission.

· The ‘explanatory note on the application of 95 (3) CPR - how assurance is provided when implementing a Financing not linked to Costs (FNLC) scheme’, prepared by the Services of the Commission. 

· Studies on the use of FNLC developed by the European Commission ([footnoteRef:2]). [2: () E.g. Study on the uptake of Simplified Cost Options (SCO) and Financing Not Linked to Costs (FNLC) for Common Provisions Regulation (CPR) Funds in the 2014-2020 and 2021-2027 programming periods.] 


· Study on lessons learned from the implementation of the Recovery and Resilience Facility ([footnoteRef:3]).  [3: ()	Mapping of performance-based schemes in the National Recovery and Resilience Plans and identification of conditions for a successful use of this method in ESF+ Programmes, 2023. ] 


· Outcomes of group discussions at TN meetings and multi-country workshops on FNLC organised in conjunction with the meetings.

The paper refers to provisions under the legal framework of the European Structural and Investment (ESI) Funds for the 2021-2027 programming period - in particular, to the Common Provisions Regulation (CPR) adopted for this period ([footnoteRef:4]).  [4: () Regulation (EU) 2021/1060 of the European Parliament and of the Council of 24 June 2021 laying down common provisions on the European Regional Development Fund, the European Social Fund Plus, the Cohesion Fund, the Just Transition Fund and the European Maritime, Fisheries and Aquaculture Fund and financial rules for those and for the Asylum, Migration and Integration Fund, the Internal Security Fund and the Instrument for Financial Support for Border Management and Visa Policy.] 


Structure of the paper

The paper is structured around several key points (questions) on FNLC design and implementation identified by TN members:

· What is FNLC: section 1 presents the main aspects defining FNLC, as well as a short comparative analysis of FNLC and simplified cost options (SCOs).   

· Why FNLC should be used: section 2 illustrates the main advantages of using FNLC.

· When and where to use FNLC: section 3 presents recommendations on the scope of FNLC schemes, particularly suitable types of operation. 

· Who should be involved in FNLC design: section 4 presents the authorities involved in the design and assessment of FNLC and provides recommendations on the collaboration needed between authorities.

· How: section 5 includes preliminary recommendations on the design of FNLC proposals.

Finally, section 6 summarises the key recommendations identified by TN members.  



[bookmark: _Toc179368575]Defining FNLC

Article 51 of the CPR defines FNLC as a form of Union contribution based on:

(i) the fulfilment of conditions; or

(ii) the achievement of results.



Where FNLC is used, the amounts to be reimbursed are linked to the fulfilment of the conditions or the achievement of results. They are determined ex ante (i.e. prior to implementation of the FNLC scheme) in one of two ways:

· By Member States submitting FNLC proposals to the Commission, under Article 95(1) CPR, together with the ESF+ programme (or a request for programme amendment). The proposals are submitted in accordance with the specific template set out in Annex V, Appendix 2 to the CPR. Following a positive assessment by the Commission, the FNLC scheme is approved, together with the programme or the request for its amendment; or

· European Commission adopts a delegated act under Article 95(4) of the CPR, establishing amounts for Union-level financing by type of operation (EU-level FNLC) ([footnoteRef:5]). [5: () E.g. the FNLC scheme on provision of emergency (residential and non-residential) services to victims of domestic violence and to homeless persons under point 7 of COMMISSION DELEGATED REGULATION (EU) 2023/1676 L_2023216EN.01001101.xml (europa.eu) ] 


Pursuant to the provisions of the Financial Regulation ([footnoteRef:6]), the methods to establish FNLC shall ensure: [6: () Regulation (EU, Euratom) 2018/1046 on the financial rules applicable to the general budget of the Union.  ] 


· Respect for the principle of sound financial management. With respect to the appropriateness of the amounts linked to the fulfilment of the respective conditions or the achievement of results, the Commission and the Member State should ensure that the resources employed are adequate for the investments undertaken. 

· Reasonable compliance ([footnoteRef:7]) with the principles of co-financing and no double funding. [7: () CPR uses the wording ‘reasonable compliance’, with TN members noting that this could lead to subjective decisions. It is important to ensure, ex ante, that the method to establish FNLC complies with the principles of co-financing and no double funding.   ] 


Other than these guiding principles, the CPR does not make reference to methods that could be applied to determine the amounts within FNLC schemes. Possible approaches for establishing the amounts to be reimbursed based on the fulfilment of conditions and achievement of results, based on the experience of the Member States which have developed FNLC schemes, are presented in section 5 of the paper.

FNLC can be used for reimbursements from the Commission to Member States (the so-called “upper level”) and from the Member States to the beneficiaries (the so-called “lower level”). It is important to specify that grants provided by Member States to beneficiaries may take the form of FNLC only if such grants are covered by a reimbursement of the Union Contribution pursuant to Article 95 CPR. When FNLC is used for reimbursement from the Commission (“upper level”), Member States have the possibility to reimburse beneficiaries (“lower level”) using different forms of reimbursement, such as SCOs or actual costs incurred by beneficiaries (i.e. “real costs”). However, it is important to note that, as explained in the following sections of this paper, it is strongly recommended to use FNLC also at “lower level”, in order to fully enhance simplification also at the level of beneficiaries.

Compared to other simplification measures (e.g. SCOs), FNLC is relatively new, having been introduced for the first time in the 2014-2020 programming period.

ESF+ practitioners within the ESF TN on Simplification often deal with the question of the difference between FNLC and SCOs. Table 1 presents a preliminary comparative analysis of the differences (and similarities) between these two simplification measures.
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Table 1 – Differences between FNLC and SCOs

		Key aspects

		SCOs ([footnoteRef:8]) [8: () ESF CoP RBM, Simplified Cost Options – a practitioners’ manual, 2021, available at: https://data.europa.eu/doi/10.2767/509770 ] 


		FNLC



		Definition

		‘SCO are amounts or percentages that represent the best possible approximation of actual (real) eligible costs incurred in practice when implementing an action’.

		FNLC is a form of reimbursement based on conditions or results. The amounts set out in FNLC schemes are not defined as approximation of actual (real) eligible cost (i.e. reimbursement is not linked to costs).



		Timing

		Both SCOs and FNLC should be defined ex ante (i.e. before the actions covered by the simplification measures are implemented).



		Approach

		SCOs are based on ‘processes’, ‘outcomes’ or ‘results’ ([footnoteRef:9]). [9: () SCOs could refer to different types of indicators, such as 
Process-based: where SCOs are linked to corresponding units of input (e.g. cost per trainer hours) or output (e.g. cost per course hour, cost per trainee hours)
Result-based (or outcome-based): valuing SCOs in terms of results/outcomes achieved within the operation (e.g. cost per person involved in employment services finding a job, cost per student successfully completing a training course). ] 


		FNLC is based on the achievement of pre-agreed ‘conditions’ or ‘results’. 



		Methods

		CPR provides several methods to calculate SCOs.

		No specific method envisaged. The principle of sound financial management shall be respected.



		Off-the-shelf options

		Several off-the-shelf options are included in the CPR. EU-level SCOs can be established by the Commission under Article 94(4) CPR.

		Possibility of EU-level FNLC adopted by the Commission under Article 95(4) CPR.



		Mandatory use

		In principle, the use of SCOs is optional. 

Exception: where the total cost of an operation does not exceed EUR200 000, the use of SCO is mandatory, except for operations for which the support constitutes State aid.

		Use of FNLC is always optional.



		Adoption and assessment by Member States

		SCOs can be adopted by Member States under Article 53 or Article 94 CPR. Under Article 94, ex ante assessment by the Audit Authority is mandatory prior to Commission approval (highly recommended under Article 53).

		FNLC are adopted by MS under article 95 CPR. The proposals are assessed by the Commission (as for SCOs under article 94), but ex ante assessment by the Audit Authority is not mandatory (still consulting the AA is highly recommended).



		Verifications and audit

		Where SCOs and FNLC are used, verifications and audits are limited to checking that the conditions (or results) triggering the reimbursement are fulfilled. The underlying costs of the operations covered by SCOs or FNLC shall not be subject to verifications or audits. It is also important to note that methodologies establishing FNLC and SCOs (where adopted under article 94 CPR) shall not be subject to audits.



		Reimbursement bases

		Both SCOs and FNLC can be used for reimbursements from the Commission to Member States and from the Member States to the final beneficiaries (in the case of FNLC, grants provided by Member States to beneficiaries may take the form of FNLC only if such grants are covered by a reimbursement of the Union Contribution pursuant to Article 95 CPR).
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The use of FNLC has several advantages for ESF+ authorities and stakeholders, some of which are common to SCOs:

· Reduced administrative costs and burdens. Recital (34) CPR states that ‘where a financing scheme not linked to costs is used in a programme, the underlying costs linked to the implementation of that scheme should not be subject to any verifications or audits’. This would significantly alleviate administrative costs (for the authorities) and burden (for final beneficiaries).

· Enhanced focus on policy objectives and results. Setting up an FNLC scheme requires the MA to clearly define what will be financed, for what objectives, and under which specific conditions.

· More effective policy development and implementation. Final beneficiaries can fully focus on fulfilling the conditions and achieving the results relevant to realising policy objectives.  

· Lower error rate, compared to real costs. Similar to what has been reported for SCOs by the European Court of Auditors([footnoteRef:10]), projects whose costs are declared using simplified rules are less error-prone, suggesting that more extensive use of FNLC will have a positive impact on error rates. [10: () European Court of Auditors, Annual report of the Court of Auditors on the implementation of the budget concerning the financial year 2018, 2019.  ] 


FNLC has several additional advantages compared to SCOs:

· Calculation method is not required. Given that FNLC should not lead to the best possible approximation of actual (real) costs (as in the case of SCOs), the MA is not required to develop a calculation method to establish the amounts linked to conditions and results. Rather, the only requirement is to justify the amounts in compliance with the principle of sound financial management. Depending on the approach chosen to establish the amounts (see section 5), Member States need to prepare a budget justifying that the amounts for reimbursement included in the FNLC scheme are reasonable (not excessive or extreme). Since there is no need to link these amounts to actual implementation cost estimation, this budgeting exercise should be less complex and burdensome compared to the average calculation method required for SCOs. 

· FNLC allows greater flexibility in determining the amounts linked to conditions and results. For example, the amounts could be established on the basis of savings in public expenditure through achieving the results envisaged by the scheme. Being “not linked to costs”, FNLC could be a good alternative for financing innovative policy schemes, for which no historical data are available to calculate SCOs.   

· Enhanced possibilities to achieve challenging results. The achievement of more challenging results could be incentivised by establishing higher amounts, such as top ups for dealing with more challenging target groups[footnoteRef:11], unlike SCOs, where amounts cannot exceed the actual costs incurred by beneficiaries. [11: () As in the case of the operations under ESF+ facilitating the integration of young persons into the labour market, education and society in the framework of the “Aim, Learn, Master, Achieve (ALMA) initiative (Delegated Regulation (EU)2022/2175 of 5 August 2022) or for the FNLC scheme on provision of emergency (residential and non-residential) services to victims of domestic violence and to homeless persons under point 7 of COMMISSION DELEGATED REGULATION (EU) 2023/1676.] 


· Paradigm shift in approach to ESF+. FNLC is not solely an instrument to finance projects, but also further enhances possibilities for approaching ESF+ as a ‘policy instrument’. 

[bookmark: _Toc178859108][bookmark: _Toc179368577]When and where to use FNLC 

Although FNLC is theoretically applicable to any ESF+ intervention, several aspects should be considered when assessing whether an operation is suitable for this form of financing:

· ‘Size’ (percentage of budget covered) of the operation. The CPR does not provide for a minimum amount to be covered by FNLC proposals under article 95. However, setting up FNLC schemes implies some work for the MA (design the scheme and prepare the proposal), the Commission (assess the proposal) and, possibly, the AA (whose assessment is highly recommended). It is recommended that FNLC proposals submitted for approval by the Commission cover a considerable percentage of programme contribution. E.g. Hungary and [Romania], each with two FNLC schemes, are expected to cover respectively 36% and 11% of their ESF+ budget([footnoteRef:12]).  [12: () European Commission, Draft final report of the study on the uptake of Simplified Cost Options (SCO) and Financing Not Linked to Costs (FNLC) for Common Provisions Regulation (CPR) Funds in the 2014-2020 and 2021-2027 programming periods.] 


· Policy-based approach. Members of the TN have noted that FNLC should be seen as a form of ‘policy-based financing’, whereas SCOs are better viewed as a measure to simplify the financing of ‘projects’. The scope of FNLC (types of operations covered) should include interventions that could have a considerable impact on the achievement of key policy objectives. It is worth noting that several Member States have used FNLC to cover operations which involve structural reforms at national level (e.g. reform of the education system, modernisation of Public Employment Services, enhancement of social inclusion policies). 

· Possibility to identify clear and measurable conditions or results. Defining an FNLC proposal implies a clear, ex ante definition of the technical standards of the types of operation covered and conditions to be fulfilled or the results to be achieved in order to trigger the payments.  The description of the type of operations covered by the FNLC scheme is one of the key aspects to be covered by proposals under article 95 CPR. The description should be clear and sufficiently comprehensive to allow the assessment of the proposal, but MAs should avoid including technical specifications that may hinder flexibility or generate unnecessary constraints - beneficiaries should focus on what to achieve, rather than how to achieve it. Similar to SCOs, the target group and conditions and/or results triggering payment should be clearly defined for all types of operations covered by the FNLC scheme. Selecting recurrent and stable operations (i.e. financed in the past under conditions that would not change significantly over time) could facilitate the standard-setting process and the identification of relevant conditions or results. FNLC could also be viewed as an effective solution to finance innovative policy schemes (see section 2).

· Possibility to use off-the-shelf options for 

· operations under ESF+ and JTF that help to reduce the number of people at risk of poverty or social exclusion by providing residential and non-residential services for victims of domestic violence and people experiencing short-term or long-term homelessness (Delegated Regulation (EU)2023/1676 of 7 July 2023), and

· operations under ESF+ facilitating the integration of young persons into the labour market, education and society in the framework of the “Aim, Learn, Master, Achieve (ALMA) initiative (Delegated Regulation (EU)2022/2175 of 5 August 2022).

Since the conditions for reimbursement on the basis of FNLC have already been set in a Delegated Regulation, including the types of operations covered, the results to be achieved or conditions to be fulfilled and the amount of such reimbursement, these off-the-shelf options can significantly reduce or even exclude the administrative burden of developing a FNLC scheme.

· Possibility to refer to specific examples and models for FNLC developed by DG EMPL or the TN. These models can alleviate the burden of developing a FNLC scheme, offering guidance and references that can facilitate the definition of a FNLC proposal. 



The experience of ESF+ authorities which have been developing FNLC schemes, shows that this form of financing has been already used for various policy areas (Employment, Education, Social Inclusion) and specific objectives (see table 2). 

Table 2 – Coverage of ESF+ Specific Objectives per FNLC

		Specific Objectives

		% of FNLC schemes covering the Specific Objective (n=20) ([footnoteRef:13]) [13: () This number is higher than the number of schemes mapped for ESF+ as some schemes are associated with more than one Specific Objective.] 




		4.1 - Access to employment and activation measures for all

		15%



		4.2 - Modernising labour market institutions

		8%



		4.3 - Gender balanced labour market participation

		8%



		4.4 - Adaptation of workers and enterprises to change

		8%



		4.5 - Improving education and training systems

		23%



		4.6 - Quality and inclusive education and training systems

		0%



		4.7 - Lifelong learning and career transitions

		15%



		4.8 - Active inclusion and employability



		31%



		4.9 - Integration of third country nationals



		0%



		4.10 - Intergration of marginalised communities such as Roma

		0%



		4.11 - Equal access to quality social and healthcare services

		0%



		4.12 - Social integration of people at risk

		23%



		4.13 - Addressing material deprivation

		0%



		FNLC Schemes (programmed) with no Specific Objective noted by respondents

		23%





Source: draft final report of the study on the uptake of Simplified Cost Options (SCO) and Financing Not Linked to Costs (FNLC) for Common Provisions Regulation (CPR) Funds in the 2014-2020 and 2021-2027 programming periods

[bookmark: _Toc179368578]Who should be involved in the design of a FNLC scheme? 

According to the CPR, it is the sole responsibility of the MA to prepare and submit the FNLC proposal to the Commission, in view of its adoption under Article 95.

Involving relevant stakeholders in the setup of FNLC schemes is crucial not only for open communication but also to identify common goals and to guarantee a shared understanding during implementation. This collaborative approach helps prevent misunderstandings about roles and responsibilities, ensuring clarity on who does what and when. Additionally, it minimizes the risk of unexpected issues arising during implementation. For instance, when defining the audit trail all stakeholders should understand from the beginning how to maintain its completeness and how to ensure access to the necessary information and documentation.



Preliminary experiences of early adopters of FNLC indeed indicate that such schemes are best designed not only as a close collaboration between different authorities involved in implementing the funds, but also in dialogue with different relevant stakeholders:

· Relevant policymakers, IBs and line ministries. Taking into account the need to clearly define the technical standards of the types of operation and indicators, as well as the potential impact of decisions on the design of the FNLC schemes at policy level, it is recommended that relevant policymakers, IBs and line ministries are involved in the decision-making process. Defining FNLC is not merely an administrative process.

· AA. The ex ante assessment of FNLC proposals by the AA is not mandatory, but consultation is recommended by members of the TN, much like with SCOs([footnoteRef:14]). Under Article 95 CPR, the Commission’s adoption of the proposal ensures legal certainty on the compliance of the FNLC scheme with EU rules. However, consulting the AA facilitates better proposal design and prevents misunderstandings (e.g. on the audit approach and audit trail) or potential errors in the implementation phase, significantly mitigating the risks related to the implementation of the FNLC scheme. It is worth noting that, according to the EC study on the uptake of SCOs and FNLC, in the vast majority of cases (83% of the FNLC schemes developed by ESF+ authorities) the AA was consulted throughout the process of desiging the scheme.  [14: () CoP RBM, Ex ante assessment of Simplified Cost Options and partnerships between managing authorities and audit authorities - How to do it?, 2021, available at: https://ec.europa.eu/european-social-fund-plus/en/publications] 


· ESF+ stakeholders, social partner final beneficiaries. FNLC implies a paradigm shift and change in mindset for authorities and stakeholders, particularly for programmes with little or no experience in implementing results-based approaches. Learning from more experienced MAs, it is recommended that, during proposal design, ESF+ stakeholders and beneficiaries are kept informed of the key aspects of the scheme and practical implications (pros and potential cons) of its implementation. Consulting stakeholders early on paves the way to better (and more sustainable) implementation of FNLC schemes. In addition, social partners have important contributions to make to the design of the policy approach and the FNLC scheme.   

· European Commission. Early – ideally informal – consultation with the European Commission is strongly recommended in order to facilitate smooth and swift adoption of the scheme. 

[bookmark: _Toc179368579]How to design FNLC proposals

This section presents preliminary recommendations on how to design FNLC proposals under Article 95 CPR. These recommendations and insights were identified by members of the ESF TN on Simplification.

Table 3 presents these recommendations in line with the template for submitting FNLC proposals to the Commission. It refers to items included in section B of Annex V, Appendix 2, to the CPR.
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Table 3 – Preliminary recommendations on FNLC design

		Items in section B of Annex V, Appendix 2

		Preliminary recommendations



		1. Description of operation type  

		· It is essential to clearly describe the types of operation and specific objectives covered by the FNLC scheme (i.e. what does the MA want to finance and for what specific objectives). Unclear or incomplete descriptions make it difficult for the Commission to start the assessment and make it impossible for final beneficiaries and stakeholders to understand the conditions or results to be achieved.

· Keep the description simple and to the point, omitting information that is unnecessary to defining the scope of the FNLC scheme and assessing the proposal. Such information could hamper flexibility in the implementation phase (Annex V, Appendix 2, is part of the ESF+ programme). Cross-references to the programme could be included in the description.

· Keeping the description simple is also essential to avoid unnecessary constraints for final beneficiaries, who should concentrate on achieving particular results or conditions (‘what’), rather than meeting (unnecessary) technical standards (‘how’) (see section 3). 

· Where relevant, the scheme can be linked to more than one specific objective. In section 2 of the template, the MA should indicate the specific objective(s) of the fund-specific regulation to which the FNLC scheme refers.



		2. Specific objective(s) 

		



		3. Conditions to be fulfilled or results to be achieved  

		Conditions or results should be:

· Relevant, closely linked to the policy objectives to be reached. Where possible and relevant, aim for outcomes such as qualifications obtained following training, employment following active labour market policies, etc.     

· Consistent with the types of operation covered by the scheme (section 1)

· Clear and unequivocal, to avoid any risk of misunderstanding/misinterpretation (e.g. whether or not a specific result is achieved). It is also very important to clearly specify any possible interdependences among conditions / results, which could generate interdependent intermediate deliverables (see section 7) ([footnoteRef:15]).  Ensure a valid intervention logic, both in terms of logical sequence of events and timing [15: () E.g. Condition 1 in an FNLC scheme is to formally adopt technical specifications for the modernisation of Public Employment Services (minimum requirements for the services and minimum qualifications  of operators providing the services) and condition 2 is to deliver modernised services to xxxx individuals. In this case, it is clear that the provsion of modernised services cannot start before condition 1 is fulfilled.  ] 


· Feasible/sustainable in relation to the technical specifications and the amounts paid upon fulfilment/achievement.

· Measurable and easy to verify. For example avoiding qualities that are difficult to verify/asses, such as “improved” counselling services or “high quality training”.  Ensure a correct baseline has been established to measure progress.



Note: Examples of conditions and results used in the FNLC schemes developed by ESF+ authorities could be included in Annex 



		4. Deadline for the fulfilment of conditions or results to be achieved 

		· Set realistic deadlines, as any condition fulfilled or any result achieved after the deadline set out in this section cannot be considered (unless the scheme is amended). It is important to note that this section of Appendix 2 includes the final deadline by which all conditions/results included in the scheme should be fulfilled/achieved. Intermediate deadlines (for each intermediate deliverables) are to be included in section 7 of the template. Clearly indicate whether deadlines are indicative or set in stone.



		5. Indicator definition 

		· Indicators and units of measurement should reflect the criteria described in the recommendations for section 3 (definition of conditions and results). 

· FNLC indicators should be linked to (coincide with) ESF+ common or programme-specific indicators. This would generate several advantages: (i) referring to well-established indicators which are already in use in the programme enhances certainty on how indicators are defined and should be measured and ensures that the indicators are relevant for the programme, (ii) it simplifies implementation, as data from the monitoring of FNLC indicators could be used for the programmes’ monitoring and evaluation.  

Note: Examples of indicators used in the FNLC schemes developed by ESF+ authorities could be included in Annex



		6. Unit of measurement for conditions to be fulfilled/results to be achieved to trigger reimbursement by the Commission  

		



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with a schedule for reimbursements 

		· Setting intermediate deliverables (milestones) is highly recommended, particularly where the FNLC scheme is also used for reimbursements from the Member States to the final beneficiaries. This mitigates the risk of financial disequilibrium due to their binary approach ([footnoteRef:16]).  [16: () Amounts set out in the FNLC scheme are reimbursed only if predefined conditions are fulfilled or results are achieved. If those conditions or results are not (entirely) achieved, no reimbursement is possible. In practice, this could lead to a binary situation of payment/no payment, depending on full achievement. Establishing milestones that trigger partial payments related to the achievement of specific intermediate conditions clearly defined upfront (within the FNLC proposal) is an effective mitigation measure.  ] 


· Setting interdependent or cumulative milestones ([footnoteRef:17]) could hinder the flexibility of the FNLC scheme. In particular, situations where the achievement of all/most milestones is conditioned to achieving a subsequent (final) result or condition should be avoided, as this would clearly nullify the aforementioned positive effect of setting milestones in terms of mitigating the risk of financial disequilibrium.  [17: () Where the achievement of one or more milestones is conditioned to achieving other (previous or even subsequent) milestones established within the FNLC scheme. ] 


· Some flexibility can be allowed in the ‘envisaged date’ to be indicated for each intermediate deliverable (unlike the deadline indicated in section 4).. It is important to specify in the scheme that the deadlines related to the intermediate deliverables are ‘indicative’, to allow some flexibility in implementation. Nonetheless, it would be important to respect the logical sequence of the intermediate steps/deliverables. Furthermore, in case cumulative targets are set this has to be clearly defined e.g. 100 by year 1, 200 (cumulatively) by year 2 and verifiable to avoid double counting 

· The amounts to be reimbursed by the Commission for each intermediate should be realistic (compliance with sound financial management). Three main approaches have been followed by ESF+ authorities for establishing such amounts:

1. Link the amounts to savings in public expenditure generated by achieving the results included in the FNLC scheme (e.g. reduction of public expenditure for subsidies to long-term unemployed who gained employment upon leaving). 

2.  Establish the amounts based on data which are already in the ESF+ programme: while ensuring compliance with sound financial management, set amounts to finance actions needed to achieve the pre-agreed conditions or/and results, for example by dividing the amount set out for a specific objective by the target value for the indicator relevant for the concerned specific objective / intervention.

3. Establish the amounts based on data from historical data sets, administrative data, market surveys or any other reliable and verifiable source.



		8. Total amount (including EU and national funding) 

		·  Where necessary, conversion between the euro and another currency shall be made according to the provisions of the Financial Regulation and the CPR.



		9. Adjustment(s) method 

		· Adjustment refers to the amounts for reimbursement and not the conditions, results or milestones set out in the FNLC scheme. 

· The same principles and recommendations should be observed as for adjustment methods for SCOs ([footnoteRef:18]).  [18: () European Commission, Guidance on Simplified Cost Options (SCOs), Flat rate financing, Standard scale of unit costs, Lump sums (revised edition following the entry into force of Regulation (EU, Euratom) 2018/1046), 2021; CoP RBM, Guidance on Simplified Cost Options (SCOs) and Simplified Cost Options – a practitioners’ manual, 2021, available at: https://data.europa.eu/doi/10.2767/509770 ] 


· The adjustment method and and its calculation should take into account well-established adjustment methods, such as the consumer price index, or labour cost index or any other publicly available index or evidence-based methods.   

Note: Examples of audit trails and descriptions on how management verifications are carried out could be included in Annex



		10. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables): 

- describe what document(s)/system will be used to verify the achievement of the result or condition (and where relevant, each of the intermediate deliverables) 

- describe how management verifications (including on-the-spot) will be carried out, and by whom. 

- describe what arrangements will be made to collect and store relevant data/documents   

		· The audit trail shall include all obligatory elements for reimbursement of the Union Contribution by the Commission under Article 95, indicated in Annex XIII, Section IV CPR.

· The audit trail should be exhaustive (i.e. include all information/documents that should be provided to demonstrate that results or conditions and, where established, milestones have been achieved) but not excessive (it should not include unnecessary information not required by EU rules).   

· Gold-plating practices should be avoided when establishing the procedures for management verification (administrative and on-the-spot). Integrated IT systems/tools should be used where possible to enhance efficiency and reduce errors in management verifications.

Note: Examples of audit trails and descriptions on how management verifications are carried out could be included in Annex



		11. Use of grants in the form of financing not linked to costs. 

Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs? [Y/N]

		· FNLC should also be used for the grants provided by Member State to beneficiaries in order to take full advantage of this simplification measure. It is worth noting that, based on the EC study on the use of FNLC, the entire budget expected to be covered by FNLC in ESF+ 2021-2027 programmes at “upper level” will be reimbursed with FNLC also at  “lower level”.  



		12. Arrangements to ensure the audit trail 

Please list the body(ies) responsible for these arrangements

		· Possible changes in the audit trail can be proposed by the Member State based on objective reasons. These should be assessed and agreed by the Commission on a case-by-case basis.
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The experience of ESF+ authorities shows that the timeline of the process of designing and adopting an FNLC scheme can vary significantly (from a few to several months). Experience also shows that the duration of the timeline is mostly affected by one aspect: the managing authority having (or not having) a clear idea, from the outset of the process, of what to finance. Without a clear definition of the rationale and contents of the operation and of the possible conditions and results to be fulfilled / achieved (items 1 and 3 of the section B of Appendix 2) it is not possible to move forward with the scheme.

In the majority of cases, the step that requires most time is not the design of FNLC scheme as such, but addressing policy issues on the scope and the design of the operation.     

FNLC schemes offer the significant advantage of compelling authorities to clearly define policy objectives and desired outcomes in advance. This proactive approach ensures that the focus remains on achieving specific results rather than merely on financing the implementation of operations. Once there is a clear understanding of what needs to be financed, including the rationale, content, and conditions for success, the process moves forward smoothly and efficiently. Thus, even if the process is perceived being lengthier, especially during the design phase, this clarity helps streamline the timeline for implementation and ensures that all stakeholders are aligned on the goals and expectations from the beginning.

[bookmark: _Toc178859112][bookmark: _Toc179368580]Conclusions and key recommendations

Preliminary recommendations on the design and use of FNLC are presented below, as identified by members of the ESF TN on Simplification. 

I. The MA should look first at what (results or conditions) should be achieved through ESF+ programmes. Reflections on the most suitable form of financing (e.g. FNLC) can be developed only when clear, relevant and measurable results or conditions are identified. Results and conditions should steer the choice of form of financing, not the other way around.



II. Willingness to change paradigms and mindset is a key precondition for the use of FNLC. Shifting from more traditional forms of financing projects based on (or linked to) costs to approaches based on results or conditions requires a cultural leap by authorities and stakeholders.  



III. FNLC has certain advantages over SCOs in that it allows greater flexibility in determining the amounts linked to conditions and results, and enhances the likelihood of achieving challenging results within ESF+ programmes. As the MA is not required to develop a calculation method, using FNLC could be more feasible in the absence of sufficient data to support calculations, for example, in innovative projects.



IV. FNLC is relatively new and the level of practical knowledge is inevitably lower. This means that some aspects relevant to the design and implementation of FNLC schemes will still require case-by-case assessment by the European Commission when assessing proposals submitted under Article 95 CPR. Early, informal consultation with the European Commission is strongly recommended as a means of facilitating swift and smooth adoption of the FNLC scheme.



V. Setting up an FNLC scheme should be seen as an investment. It requires time and resources, but has a positive impact on the effectiveness and efficiency of ESF+ programmes. To enhance the return on investment, FNLC proposals should cover a considerable percentage of programme contribution and include interventions with significant impact on the achievement of key policy objectives.



VI. The MA is responsible for designing FNLC schemes. However, all relevant parties should be involved in their design and implementation: policymakers, IBs and line ministries, AAs, ESF+ stakeholders, social partners, final beneficiaries, and the European Commission.



VII. FNLC proposals under Article 95 CPR should balance accuracy, completeness and clarity of information with flexibility and sustainability of the scheme. Gold-plating practices that impose unnecessary rules or procedures not required by EU regulation should be avoided. This recommendation applies to all items in Annex V, Appendix 2 (see Table 3 above).



VIII. Having a clear idea of what to finance (rationale and contents of the operation, conditions and results to be fulfilled / achieved) is the key for efficient design of FNLC proposals. It is not possible to develop an FNLC scheme if the key aspects, including scope and target groups of the underlying operation are not clear or uncertain. 



IX. It is strongly recommended to use FNLC both for reimbursements from the Commission to Member States (“upper level”) and from the Member States to the beneficiaries (“lower level”), to fully enhance simplification for all ESF+ stakeholders.



X. FNLC indicators should be linked, as much as possible, to ESF+ common indicators or programme-specific indicators, to enhance certainty on how to define and measure indicators and to simplifiy programme implementation.



XI. The use of integrated IT system can significantly enhance efficiency in management verifications and audit and reduce the risk of errors.



XII. Build on the experience of the Member States which have already adopted FNLC schemes.







Note: additional recommendations could be added based on the outcomes of discussions at the multi-country workshop on FNLC and at the 25th meeting of the TN









GETTING IN TOUCH WITH THE EU

In person

All over the European Union there are hundreds of Europe Direct information centres. You can find the address of the centre nearest you at: https://europa.eu/european-union/contact_en

On the phone or by email

Europe Direct is a service that answers your questions about the European Union. You can contact this service:

by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls),

at the following standard number: +32 22999696 or 

by email via: https://europa.eu/european-union/contact_en

FINDING INFORMATION ABOUT THE EU

Online

Information about the European Union in all the official languages of the EU is available on the Europa website at: https://europa.eu/european-union/index_en

EU publications

You can download or order free and priced EU publications at: https://op.europa.eu/en/publications. Multiple copies of free publications may be obtained by contacting Europe Direct or your local information centre (see https://europa.eu/european-union/contact_en).

EU law and related documents

For access to legal information from the EU, including all EU law since 1952 in all the official language versions, go to EUR-Lex at: http://eur-lex.europa.eu

Open data from the EU

The EU Open Data Portal (http://data.europa.eu/euodp/en) provides access to datasets from the EU. Data can be downloaded and reused for free, for both commercial and non-commercial purposes.
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