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	EUROPEAN COMMISSION

RESEARCH EXECUTIVE AGENCY




Brussels, 1 July 2013

SMEs: Record the Invoices from RTD performers 
 for Costs to be Eligible!
1. Recording invoices from RTD performers by SMEs prevents severe financial consequences 
In the “Research for the benefit of SMEs” programme, the SMEs
 receive EU funds that they use to pay RTD performers for their research and demonstration activities. In return, they get the results (IPR – Intellectual Property Rights) which they use to develop new products and markets. 
To be funded by the EU, project costs must be eligible. For “Research for the benefit of SMEs” projects, eligibility rules are outlined in Articles II.14 and III.4 of the Grant Agreement. The main rules are that costs must be:

· actually incurred for implementing the project;

· incurred within the project duration;

· used for achieving the project objectives;

· recorded in the beneficiary’s accounts.

The Research Executive Agency (REA) has found during audits that in some cases the invoices
 of the RTD performers are not properly recorded in the accounts of the SMEs. 
Costs which are not properly recorded are ineligible. 
This can have severe consequences for the SMEs concerned: payment of the EU contribution to these expenses will be refused and/or pre-financing previously received may be recovered. In addition, liquidated damages may apply.
2. Requirements for all on-going and new projects
For all on-going
 and new SME projects under the “Research for the benefit of SMEs” programme, these rules on cost eligibility relating to the remuneration paid to RTD performers will be implemented as described above. Therefore:

 (i)
SMEs are required to record in their accounts the invoices of the RTD performers related to the costs of the research and demonstration activities of the RTD performers that are charged in the cost claims (Form C) of the SMEs and ultimately paid to the RTD performer(s);

(ii)
Direct payment of the invoices from RTD performers by the coordinator on behalf of the SMEs (from the EU contribution received for the project as a whole) is allowed provided that this is based on a formal instruction for payment from the SMEs concerned (and that it is not in breach of any national laws). Nevertheless, the costs of the RTD performers need to be recorded in the accounts of the SMEs
;
The Annex to this note describes the most common practical cases to help you apply the requirements.
3. Requirements for projects closed before July 2013

SMEs which have participated in projects that are already closed and which have not complied with the above requirements are requested to regularise the situation as soon as possible and to present a proof of this to the REA upon request. 
Where, at the time of an ex-post audit, the SME can prove that such corrective action was taken as a result of this information note, the REA will not question the eligibility of the remuneration paid to the RTD performers simply because of failure to record expenses in the beneficiary's accounts on a timely basis.
4. Other frequent errors in cost claims and how to avoid them
Using this opportunity, the REA would like to call your attention more generally to costs declared for your own activities. While the 'Guide to Financial Issues relating to FP7 Indirect Actions'
 remains the basic reference document for all financial issues, the note on 'How to avoid common errors identified in cost claims'
 is a particularly useful summary of key issues for you to consider when preparing your cost claims. It helps us and it will help you!
5. Visit the new REA web page on management of SME projects
The issue of recording of costs by SMEs as well as other information on the management of Research for the benefit of SMEs projects, such as requesting amendments and reporting and review, is now presented on our new web page on project management:
http://ec.europa.eu/rea/manage_your_project/sme/index_en.htm
� 	In this communication “SME/s” should be read as: SME participants, SME Associations and groupings (SME-AGs), other enterprises and end-users participating in the ‘Research for the benefit of SMEs’ programme.


� 	"Invoice" should be read as invoice or equivalent proof of debt.


� 	For the purpose of this communication an “on-going project” is one for which the final cost statement has not yet been submitted to the REA.


� 	In accounting terms, the settlement of the amount payable towards the RTD performer may imply offsetting by the SME against the amount receivable from the Coordinator relating to the SME's share in the EU contribution to the project.


� 	� HYPERLINK "ftp://ftp.cordis.europa.eu/pub/fp7/docs/financialguide_en.pdf" �ftp://ftp.cordis.europa.eu/pub/fp7/docs/financialguide_en.pdf�


� 	� HYPERLINK "ftp://ftp.cordis.europa.eu/pub/fp7/docs/avoid-finance-errors-fp7-2012-03-19_en.pdf" �ftp://ftp.cordis.europa.eu/pub/fp7/docs/avoid-finance-errors-fp7-2012-03-19_en.pdf�
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