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ЕNVIRONMENT PROTECTION AND CLIMATE CHANGE PROGRAMME
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ANNEX
 EEA Financial Mechanisms for 2014-2021 
Programme Operator: Ministry of Environment and Water
GUIDELINES
FOR BUDGET COMPLETION UNDER THE ЕNVIRONMENT PROTECTION AND CLIMATE CHANGE PROGRAMME
	IMPORTANT
The project budget is to be completed in section 5 of the application form in Bulgarian leva and rounded to the second decimal place, and the totals are being formed by using standard scales of unit costs.

Note that when drawing up the budget, applicants should provide that it will be spent in compliance with the rules of applicable national and European public procurement legislation, as well as:

· Regulation on the implementation of the Financial Mechanism 2014-2021;

· Management and control systems for the implementation of the BG Environment Programme of the EEA Financial Mechanism 2014-2021.
According to Article 8.2. of the Regulation, eligible project costs shall be those actually incurred by the Promotor which meet the following criteria:

- they are incurred between the first and final dates of eligibility of a project as specified in the project contract;

- they are connected with the subject of the project contract and they are indicated in the detailed budget of the project;

- they are proportionate and necessary for the implementation of the project;

- they must be used for the sole purpose of achieving the objective(s) of the project and its expected outcomes, in a manner consistent with the principles of economy, efficiency and effectiveness;

- they are identifiable and verifiable, in particular through being recorded in the accounting records of the Promotor and/or project partner and determined according to the applicable accounting standards of the country where the Promotor and/or project partner is established and according to generally accepted accounting principles; and 
- They comply with the requirements of applicable tax, labour and social legislation.

Expenditures are considered to have been actually incurred by the Promotor when the cost has been supported by an invoice or another equivalent document paid by means of a bank account statement or another document that prove payment in cash, and a document proving the actual performance of a delivery, service or construction works. Exceptionally, costs in respect of which an invoice has been issued in the final month of eligibility are also deemed to be incurred within the dates of eligibility if the costs are paid within 30 days of the final date for eligibility. Overheads and depreciation of equipment are considered to have been incurred when they are recorded on the accounts of the Project Promoter and/or project partner.
Applicants should also bear in mind that the budget of the project proposal is subject to evaluation. If the evaluation committee considers that the budget is unjustified and does not respect  the principles of economy, efficiency and effectiveness  the project proposal will not be funded.
The Promotor shall bear all responsibility for the accuracy of the financial information entered in the budget.

Costs incurred by the Promotor during the course of project implementation for activities not listed in the budget will be considered ineligible, notwithstanding the fact that they are directly related to the implementation of the project, unless explicit approval of the Programme operator. has been requested and no budget update has been made (if applicable). According to Art. 7.6.3. (K) of the Regulation, contingencies of up to 5% of eligible direct costs may be included in the grant contract.
Please note that these costs will remain at the expense of the Promotor without affecting the percentage of co-financing under the Programme.
It is in the applicant’s best interest to submit a realistic and cost-effective budget.



IMPORTANT!

The total project budget shall include all the costs necessary to implement the project.

The budget shall be developed based on unit prices in BGN with Value Added Tax (VAT) included, provided that the VAT costs are non-recoverable. Recoverable VAT is ineligible expenditure.
Please also note the instructions of the National Fund Directorate (NFD) at the Ministry of Finance – NFD No.3/23.12.2016: “Instruction of the Minister of Finance for the treatment of value added tax as eligible expenditure in the implementation of projects under the Operational Programmes co-financed by the European Regional Development Fund, the European Social Fund, the Cohesion Fund of the European Union and the European Maritime and Fisheries Fund, for the Programming period 2014-2020”.
I. Staff cost
The “Staff cost” budget heading should comprise actual salaries plus the corresponding employer’s social security charges and other statutory costs,  corresponding to the project budget and Promotor's and Partner's usual policy on remuneration. As regards Bulgarian organizations – this budget heading should comply with the National Statistical Institute data on remuneration.

Persons included in this heading should be named in the budget indicating their functions they will perform within the project. In the form of a budget in the UMIS, the total amount of remuneration and the total amount for the social security contributions of the persons should be indicated. A detailed information shall be provided as an Excel file of the budget. Where names are not known or cannot be disclosed, the estimated number of persons and associated job profiles for each of them (professional and technical qualifications and skills as well as their role in the project) should be indicated.
1.1 Remunerations
	IMPORTANT!
According to the provisions of the Labour Code, it is not allowed that in one and the same reporting period one and the same person could have full daily and monthly workload simultaneously under several projects, irrespective of whether the projects are financed by the same or different bodies. In the event of such irregularity found in the course of the project implementation, the responsibility shall be borne by both the Applicant (the Promotor) and the person who has allowed such duplication.

The “Staff costs” heading should comprise only costs for the experts designated by the Promotor to implement project activities.

This section should also comprise direct costs, namely the costs for the project implementation team - Project manager and other staff involved in the project implementation, i.e. in activities related to the programming, implementation (or monitoring) of actions, provision of services to the final recipients under the project, etc.
NOTICE: Management costs are eligible up to 10 percent of the total eligible direct expenditures of the project. Management costs are direct expenditures related to the activities of the project implementation - project manager, project coordinator, technical assistant and accountant and etc.


The costs for labour and other remuneration of natural persons under labour and non-labour agreements have to be  supported by signed agreements labour and non-labour agreements).

Staff costs should be in line with the Promotor’s usual policy on remuneration and as regards Bulgarian organizations – in compliance with the statistics on remuneration provided by the National Statistical Institute.
The work beyond officially established working hours under civil servants contracts or labour agreements in the form of additional work, must be applied in exceptional cases only when it is necessary for the project implementation, has specific time frame and is in accordance with the usual remuneration policy of the beneficiaries and all conditions resulting from national legislation. Travel and daily allowances and any other costs associated with the traveler can not be included in this cost category. Any other costs (eg monthly transport costs) must be directly related to salary payments and incurred and paid by the beneficiary and / or its partner in accordance with the respective labour agreement or applicable national legislation.

If the employee works fully on the project in full time engagement, the relevant contract or order for appointment must clearly indicate the project in question. In that case the provision of timesheets is not required.
The funds provided for the remuneration of staff have to be objectively and realistically determined on the basis of the average rates of remuneration for such position as well as they have to comply with the actual period of time in which the persons will be engaged in project activities. Please note that, when reporting the staff costs for employees under permanent agreement Promotors need to provide an extract from the monthly payroll (salary and remuneration).
When developing the budget on the remuneration side, different methods may be applied. Where it is envisaged that the persons are to be hired under labour agreement or under an agreement supplementary to an existing one, remuneration has to be planned in man-months. Where a contract other than labour agreement is envisaged, the units of measurement can be man-hours, man-days, and man-months, for example, this applies to some general positions as well as to some expert positions engaged in providing a relevant social service. 
With regard to labour partnerships, consideration should be given to the provision of Art. 113 of the Labor Code, according to which the maximum duration of the working time under a supplementary labour contract, together with the working time of the basic labour contract, can not be more than 48 hours per week (ie when there is a full time work, allowable additional work is 8 hours per week or up to 32 hours per month). With explicit written consent, employees can work more than 48 hours per week, without interfering the continuous minimum daily rest (12 hours) and weekly rest (48 hours) – that is to say that additional work of up to 80 hours per month could be done.
In the Application Form, Section 9 “Project implementation team”, the role and the functions of each person involved in the project should be explained in detail. Please note that this description should match the detailed costs in heading “Staff costs”.
The persons and the total average cost for their remuneration detailed in in heading “Staff costs” shall correspond, in terms of positions, posts and total value, to the attached inventory. 

1.2 Social security charges 
In Item: “Personnel costs”, Employer’s social security charges and other statutory costs shall be  calculated in “Staff costs” heading, provided they do not exceed the average rates in the Promotor’s usual policy on remuneration. Where applicable, this figure may include all usual charges paid by the employer but should not include performance bonuses, incentive payments and profit-sharing schemes. Dues, taxes and charges (in particular direct taxes and social security contributions for salaries) arising from projects co-financed by the financial instrument shall be considered eligible costs only when actually incurred by the Promotor.

2. Travel costs
2.1. Transport 
2.2. Daily allowances 
2.3. Accommodation
2.4. Visas
2.5. Insurance for business trips abroad
These shall comprise travel and subsistence allownaces /per diems, travel and accommodation/, visas and health insurance for business trips abroad for the persons assigned to the project, provided they are in line with the usual policy of the Project Promoter and the project partner on such costs and they do not exceed the relevant national  ceilings.
 Travel and subsistence allowances have to be detailed in accordance with the provisions of the Ordinance on the Business Trips inside the Country and the Ordinance on Business Trips and Specialisations Abroad, and the Promotor’s usual policy.

The Business Trips costs of the project implementation team should also be included in this heading.
Under the Programme is not eligible double daily allowance of business trips. 

II.
Tangible fixed assets costs
3. Costs for purchase of equipment facilities and furniture. 
Costs of purchase of new equipment: When purchasing new equipment (Article 8.3(1)(c) of the Regulation) integral for the implementation of the project, the budget must specify only the portion of equipment depreciation corresponding to the duration of use for the project. Regarding the projects implemented by promotors - budget organizations, the depreciation rate is regulated by the Minister of Finance’s Instruction VAT 5/30.09.2016, which defines the concept model for the application of the national accounting standard (AS 4 Reporting of Depreciation). 

In duly justified cases, the Programme operator may deem eligible the full purchase cost for pertaining equipment if it is is an integral and necessary component for achieving the project outputs. 
Where the entire purchase price of equipment is eligible in accordance with point (c) of paragraph 1, the Programme Operator shall ensure that the Project Promoter:  

(a) keeps the equipment in its ownership for a period of at least five years following the completion of the project and continues to use that equipment for the benefit of the overall objectives of the project for the same period;
(b) keeps the equipment properly insured against losses such as fire, theft or other normally insurable incidents both during project implementation and for at least five years following the completion of the project; and
(c) sets aside appropriate resources for the maintenance of the equipment for at least five years following the completion of the project. 
These obligations shall be specified in the provisions of the Project contract.

The costs for equipment, facilities and furniture need to be fully justified in the Application Form and integral for the implementation of the project activities.

It should be noted that when awarding contracts for the implementation of the projects the contracting entities under Article 5 of the Public Procurement Act shall act in accordance with the national legislation in the field of public procurement.
Entities other than the contracting entities under Article 5 of the PPA shall award contracts for the implementation of projects in compliance with the principles of publicity and transparency, free and fair competition, equality and non-discrimination, and according to  Decree No 118 of 20 May 2014 on the Terms and conditions for determining a contractor among grant recipients of the European Economic Area Financial Mechanism, the Norwegian Financial Mechanism, the Asylum, Migration and Integration Fund and the Internal Security Fund.
III. Intangible fixed asset costs

4. Software, patents, licenses, etc.

These shall include costs for the purchase and entering into exploitation of intangible asset costs – scientific and development activities, software applications for management processes and/or specialized computer applications for product design and development, patent and license rights, know-how, etc. that may be classified as intangible asset costs.

IV. Service Costs
5. Service Costs
These are costs arising from other contracts awarded by the Project Promoter and its partners for the implementation of the project, provided that the award is in conformity with the applicable public procurement rules and this Regulation, such as costs for training, seminars, roundtables, etc.

Costs of experts hired by the Applicant through an labour agreement shall not be included (those costs should be included in the Budget heading “Staff costs”).

Service Contracts signed under the Obligations and Contracts Act (OCA) may be included in this heading.
When awarding contracts for the implementation of the projects, the contracting entities under Article 5 of the PPA shall act in conformity with the national legislation in the field of public procurement.
Entities other than the contracting entities under Article 5 of the Public Procurement Act shall award contracts for the implementation of projects in compliance with the principles of publicity and transparency, free and fair competition, equality and non-discrimination, and under Decree No 118 of 20 May 2014 on the Terms and conditions for determining of a contractor by grant recipients from the European Economic Area Financial Mechanism, the Norwegian Financial Mechanism, the Asylum, Migration and Integration Fund and the Internal Security Fund (Amended and Supplemented, SG, No. 50 of 2015, in force as of 03.07.2015, amended, SG 52/2016, in force as of 08.07.2016).
6. Other direct costs

In this category are included expenses which are not covered by the previous budget lines but necessary for implementation of the programme objectives and indicators.
V.
Materials costs
7. Consumables and supplies.
This heading shall include costs of materials, consumables, overheads, fuel (other than those referred to in travel and subsistence allowances) etc.  that may be entered in Indirect costs.
VII. Indirect costs

8. Indirect costs (overheads)

According to the art. 8.5 of the Regulation the Indirect costs are all eligible costs that cannot be identified by the Project Promoter and/or the project partner as being directly attributed to the project but which can be identified and justified by its accounting system as being incurred in direct relationship with the eligible direct costs attributed to the project. They may not include any eligible direct costs. Indirect costs of the project shall represent a fair apportionment of the overall overheads of the Project Promoter or the project partner. The indirect costs could be calculated by the one of the following methods:
· Indirect costs may be defined as a flat rate of up to 15% of direct eligible staff costs.
· in the case of Project Promoters or project partners that are international organisations or bodies or agencies thereof, indirect costs may, in line with specific provisions in the programme agreement, be identified in accordance with the relevant rules established by such organisations.
The method of calculating the indirect costs and their maximum amount shall be determined in the project contract. The method of calculation of indirect costs of a project partner shall be stipulated in the partnership agreement between the Project Promoter and the project partner.
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