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General remarks

The project’s budget must be prepared in such a way that it corresponds with all the activity elements of the application programme, as well as conditions and stipulations in the call for proposals. Financial and budget potentials often limit the contents of the professional programme. It is recommended to prepare the budget simultaneously with the application programme, observing the relevant recommendations of the Guidelines for Applicants included in the following sections: 

· 1.4. The size of the Grant that can be requested 

· 2.1.3. Special professional conditions (the type of project proposals that can be supported)
· 2.1.4. Eligible costs that must be accounted for during the project implementation
(Financial regulations related to the implementation of projects are included in Annex E “Standard contract and annexes”, therefore we recommend to study these documents.) 

The budget, prepared by the provided budget samples, shall be attached to the application, and it must explain in detail what costs are required by the applicant for the implementation of the project and what resources can provide the project income. The amount of resources must correspond to the amount of costs. 

The grant paid to the applicant for the implementation of the project shall be lodged and managed in a separate bank account or sub-account. Opening a separate bank account / sub account is a criterion for signing the grant agreement. HSB clients should also open a task financing framework account (FEFK).
Please note that you will be required to procure any service, supply or works using competitive methods for all items exceeding EUR 5000/unit (see Annex E/3).

Please also note that Phare does not finance VAT! Therefore you should indicate in the budget tables only NET amounts. Those who has no right to reclaim VAT may indicate VAT on the co-financed proportion of the requested grant in the budget table in a separate row (budget line 10), but detailed calculation and description must be attached in Annex C.
Please make sure that all calculations in the budget are correct, especially the calculation of costs (number of units × unit rate in EUR) and the addition of budget lines.
Preparing the project budget
The budget documentation consists of three parts: Project Budget, Applied Grant and Budget Justification. 

Applicants shall enter their expected costs in the sheet “Project Budget.” The “Project Budget” sheet includes all items of the budget. As it is set in point 2. of Article 9. of the General Conditions of the Standard Grant Contract, the “Project Budget” sheet constitutes the basis of contract and budget amendment procedures during the period of project implementation.
A detailed explanation shall be provided for every item or line of the project budget, by filling in the table “Budget Justification” (Annex C) and attaching it to the budget documentation.  

Please note that under Grant Scheme 1, applications together for both components in a single proposal should be submitted and under Grant Scheme 2, applications for the two components must be submitted separately and therefore the Project Budget, Applied Grant and Budget Justification should be prepared accordingly.
The planned amount of cost items must be well founded, adjusted to local price levels, and the budget must be prepared by the principles of accountable financial management, with special emphasis on price-value ratio and cost effectiveness. Please note that unfounded or excessive budget plans may lead to the reduction of the costs. 

The sample worksheets are available in MS Excel files and contain mathematical formulas with which the spreadsheet programme will automatically make some necessary ratio and control calculations. Furthermore, the budget justification shall also be prepared, using the available sample tables (in MS Word files). 

Costs shall be specified in euro. While compiling the budget, the 244.3 HUF/EUR exchange rate has to be taken into account. This is only an indicative rate for planning that does not necessarily agree with the exchange rate used for the disbursement of Phare grants. The actual exchange rate is subject to change in line with the current rate.
B/1 Project Budget
Project costs can be planned according to the following categories:

· Eligible direct project costs

· Total eligible project costs 
· Contingency reserve
The value of in kind contributions will also appear in the project budget.
Eligible costs

Eligible project costs must comply with the following criteria:

· indispensable for the implementation of the project (costs would not have arisen if the relevant activities had not been carried out) and costs of eligible activities;

· they appear in the annex of the Grant Contract, attached to the Guidelines for Applicants;

· they arise during the implementation of the project and during the defined program period after contracting;

· they are actual costs, which are entered in the books of the applicant or its partner organisation(s), they can be identified, checked and verified by the original copies of the relevant invoices.

Eligible direct costs

Direct project costs shall be estimated in an itemised form, in relation to the programme’s key tasks, in other words, to the key activity elements. (The main sections of the budget are: 1. Human Resources, 2. Travel, 3. Equipment and supplies, 4. Local office / project costs, 5. Other costs, services, 6. Construction works and finally 7. Other). The key rule is to enter each cost item only once, even if it is related to more activity elements. 

Costs must be planned in the most detailed form possible, entering all cost items separately (e.g. by persons, positions, equipment etc). The exact number, name, unit (hourly fee, per diem, monthly fee, piece, km etc.), number of units and cost per unit must always be entered in spreadsheet lines. 

In the expenses sheet various cost items entered by lines must be included either in the “Grant” or “Other resources” columns, according to which resource or resources the item is partly or completely financed from.

The amount of the financial support available for an individual applicant is the following:
	Grant Scheme 1
	Grant Scheme 2

	41.7% co-financed by the Ministry of Education
	43.1% co-financed by the Ministry of Education

	58.3% Phare grant

	56.9% Phare grant



VAT connected to expenses should be paid in proportional to Hungarian sources by those who are not allowed to reclaim VAT (in accordance with PM-MEHVM joint ministerial decree no. 51/2002. (XII.29.) on the exemption from VAT during the purchase of equipment financed from PHARE, SAPARD and ISPA pre-accession funds). This means that applicants who are not allowed to reclaim VAT shall plan with the co-financed proportion (i.e. 41.7% in case of Grant Scheme 1 and 43.1% in case of Grant Scheme 2) and the own resources of connected total VAT beyond clear (net) amount, to which Hungarian co-financing or self-contribution shall be the coverage.

	Line no.


	Description
	Note

	1.
	Human resources
	

	1.1.
	Salaries and fees of local project staff (gross amount) 
	Salary, wage costs, consultancy fees, honorarium and the contributions of staff directly participating in project management can be accounted in these lines. If a staff member is employed as a private individual, an additional budget line must contain the social security and other contributions that should be paid by the applicant (employer).

Fees by invoices shall also be planned here. 

The project staff, their planned salaries and related contributions must be listed in the project justification. This list shall be in line with point 1.8. (g) of the Application Form. 

	1.2 
	Per Diem for missions / travel
	Allowances are paid to project staff who stay away from their usual place of residence for more than one day for the purpose of the project. They cover all meal, hotel expenses and short distance local travel. Per diems should be calculated by the number of nights (not days!). You can use lower, but not higher per diem rates than the maximum amount of EUR 168 per diem in Hungary.
Per diem for local travel and for seminar/conference participants must be charged as Hungarian regulations specify.

	1.2.1
	Seminar / conference participants 
	The costs of seminar / conference participants are eligible only under Component 2 of Grant Scheme 2 (teacher in-service training).
Per diem for local travel and for seminar/conference participants must be charged as Hungarian regulations specify.

	2
	Travel
	

	2.1
	Local transportation
	Travel expenses related to project management, organisation and partnership cooperation may be accounted here (direct costs of return railway, local and domestic bus expenses, use of own or company car). Local travels under 200 km means “local per diems” and cannot, in principle, be included here.

If travel occurs by different means of transport, add new lines for the different unit names. The costs of local transportation (domestic travel) must be justified by a registration of the distance covered, invoices and tickets.

	3
	Equipment and supplies
	

	3.1 
	Furniture
	

	3.2
	ICT (Information and Communication Technology) equipment
	Please see Annex G/1 and G/2 for the list of ICT equipment and lab configuration in order to make the planning process easier.

	
	
	

	3.3
	Spare parts / equipment for machines, tools
	

	3.4
	Other 

	If you have any additional equipment and supplies costs, you must enter them here item by item.

	4
	Local office / project costs
	

	4.1
	Vehicle costs
	Only if the activity is professionally reasoned, strictly connected to the project and crucial for project implementation and only to cover running costs.

	4.2
	Office rent
	It can only be accounted if a separate building, workshop or other venue is rented or provided in kind. The rental fee of an office or a room can be charged only in the proportion of room utilisation and period that is necessary for project implementation from the total rental fee of the room.

	4.3 
	Consumables – office supplies
	Consumables must be matched to the relevant activities, indicating the means of using them. Only the costs of consumables necessary for project implementation can be charged.

	4.4
	Other services (tel./fax, electricity/heating, maintenance)
	The cost of telephone/fax and Internet as other services can be charged only in the proportion of telephone / fax line or internet utilisation that is necessary for project implementation from the total telephone / fax line or Internet bill and only if it is not charged as an eligible indirect cost (as part of the 7%, see Eligible indirect costs / Administrative costs below).

	5
	Other costs, services 
	

	5.1
	Publications 
	The costs of publication must be listed item by item. The number of volumes/copies and the unit price must be indicated.

	5.2
	Studies, research 
	Only if the activity is professionally reasoned and strictly connected to the project.

	5.3
	Auditing costs
	An interim and a final audit will be carried out for projects that are awarded EUR 100,000 or more. The costs of these audits should be planned in this line. (For further information see Annex E1, section 16(4) of the „General and Administrative Rules” and the Guidelines for Applicants.

	5.4
	Evaluation costs
	External experts for the preparation of evaluation reports.

	5.5
	Translation, interpreters
	Costs of translation works related to the implementation of the grant contract (measured by characters or pages) or interpretations related to the project (per hour or day).

	5.6
	Financial services (bank guarantee costs etc.)
	Primarily, direct costs of opening and maintaining a separate bank account or sub account for the disbursement of the grant (e.g. bank transaction costs).

	5.7
	Cost of procurement of licences
	The costs of procurement of licences are eligible only under Component 1 of Grant Scheme 2 (e-learning contents development). Pay special attention to the fact that licences should be obtained by the Beneficiary.

	5.8
	Cost of participation in teacher training
	The costs of participation in teacher training are eligible only under Component 2 of Grant Scheme 2 (teacher in-service training), in line with section 2.1.3/B of Guidelines for Applicants.

	5.9
	Preparing tender documentation
	The regulations of procurement procedures (see Annex E3) should be observed and preparing a tender documentation in compliance with these regulations needs special expertise. Therefore the costs of tender documentation are eligible. In case of construction works tender documentation should very likely be prepared. Please note that it is strongly recommended to plan this budget line and that the general rules of the procurement procedures are also valid for this budget item (i.e. you will be required to procure this service using competitive methods for an item exceeding EUR 5000/unit).

	6
	Construction works 
	The costs of construction works are eligible only under Component 1 of Grant Scheme 1.

	6.1
	Refurbishment
	The costs of refurbishment should be in line with section 2.1.3/A of Guidelines of Applicants.

	6.2 
	Reconstruction
	The costs of reconstruction should be in line with section 2.1.3/A of Guidelines of Applicants.

	6.3
	Extension
	The costs of extension should be in line with section 2.1.3/A of Guidelines of Applicants.

	6.4
	Technical control
	Costs of technical control during the implementation period of construction works. As the technical control needs special expertise, it is strongly recommended to plan this budget line.

	7
	Other
	Other costs must be listed item by item.

	8
	Subtotal direct project costs
	This line shows the total of direct project costs included in lines 1-7.

	9
	Administrative costs
	Only maximum 7% of direct project costs can be accounted as administrative costs. This group includes general costs, which are related to project activities, but cannot be specifically rendered to any of them, or cannot be separated from other organisational activity costs. These expenses must be verified by invoices and may only be accounted if they do not include costs that have already been entered to any other budget item.

	10
	VAT
	Only VAT that cannot be reclaimed. Please note that Phare grants (i.e. 58.3% in case of Grant Scheme 1 and 56.9% in case of Grant Scheme 2 of the applied grant) according to the Hungarian regulations are subject to 0% VAT while the portion of the budget funded by the national co-financing (i.e. 41.7% in case of Grant Scheme 1 and 43.1% in case of Grant Scheme 2 of the applied grant) and the own resources fall under the current general VAT regulations. (See Guidelines for Applicants page 14.)

	11
	Total eligible project costs 
	This line shows the total of eligible project costs included in lines 9 and 10.

	12
	Contingency reserve
	Maximum 5% of direct project costs, which can only be used with the written approval of the Contracting Authority, for unforeseen direct project costs, closely related to project objectives and activities.

	13
	Total costs
	This line shows the total project costs included in lines 11 and 12.


Own resources
The amount of the grant support requested may not exceed 90% of the total project costs. The balance must be covered from the applicants’ and their partners’ own resources or from other resources but from other resources than EU programmes or the EU budget.

Non-profit making public and non-public organisations may provide their own resources/contributions in kind: the latter can be office or room rent, use of assets, unpaid charity work (except Component 1of Grant Scheme 1 - voluntary work in construction, refurbishment and extension activities) by a private individual or corporate body. The value of in kind own resources must be determined and be based on objective factors, officially applied measures, and verifiable, factual calculations. These measures may be prevailing market value, or the equivalent of voluntary work, which can be determined using the prevailing wage and fee levels. Any contributions in kind made by the applicant and its partners shall not be considered eligible costs for financing by the Contracting Authority, but they are part of the project budget.

The project report must contain an itemised account on how these own resources (contributions made either in cash or in kind) were utilised.
B/2 Applied Grant
The Annex B/2 Applied Grant should be in compliance with all the rules stated above and therefore must be prepared in the same way as Annex B/1 Project Budget.

The Applicants should indicate the applied grant for the overall project period (the same amounts as in Applied grant of Annex B/1 Project Budget should be indicated) and for the first 12 months of the project implementation period. Please note that the Annex B/2 Applied Grant should not contain the applicant’s or its partners’ own resources.
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