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INTRODUCTION

The ERCEA in brief

The European Research Council (ERC) is organised along a two-tier structure, composed
of an independent Scientific Council and a dedicated implementation structure, the
European Research Council Executive Agency (ERCEA), which handles autonomously the
operational management of the "ldeas" programme®. The ERC marks a new approach to
investing in frontier research in Europe, aiming at reinforcing excellence, dynamism and
creativity in European research by funding investigator-driven projects of the highest
quality at the frontiers of knowledge. Such EU-funded research responds to the needs
of improving the attractiveness of Europe for the best researchers worldwide and
strengthening the EU capacity to generate new knowledge back into the economy and
the society. In addition, the ERC frontier research funding benefits the scientific
community in Europe by providing researchers in Europe with the means to conduct
their research independently and by offering them attractive perspectives for a career
in science. These objectives are fully in line with the aims of the Europe 2020 strategy
designed to deliver smart, sustainable and inclusive growth through the strengthening
of every link in the innovation chain, from 'blue sky' research to commercialization.

The Scientific Council?, representing collectively the European scientific community, sets
the ERC scientific strategy, having full authority on the type of research to be funded. It
further monitors the scientific management and quality performance of the programme
implementation, and establishes the external communication strategy.

In turn, the ERCEA executes the scientific strategy established by the ERC Scientific
Council and supports the latter in fulfilling its tasks by providing advice and analysis,
organising and running its plenary meetings as well as the regular meetings of the
Scientific Council’s members with ERC stakeholders, thus guiding the implementation of
the "lIdeas" programme. Furthermore, being accountable to the European Commission,
the ERCEA is supervised by its Steering Committee®, which overlooks the Agency's
operations and adopts the Annual Work Programme (AWP), administrative budget and
annual reports.

Through the management of ERC funding instruments®, from the call for proposals to

Council Decision 2006/972/EC, of 19 December 2006, OJ L54, 22/2/2008.
Composed of 22 members.

The Steering Committee is composed of five members, appointed by the European Commission: the
Director-General of DG Research and Innovation, as Chairperson of the Committee, the Resources
Director of DG Research and Innovation, as Vice-chairperson of the Committee, the Director of DG HR,
responsible for Organisation and Executive Staff, and two members of the ERC Scientific Council. The
ERC Secretary General has observer status.

ERC funding instruments are the Starting Grant, the Consolidator Grant, the Advanced Grant — the 3
core schemes — the Synergy Grant and the Proof of Concept Grant. For more details, please refer to
Annex 6.1.
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final payments and closure of projects, the ERCEA enables to finance investigator-driven
research of the highest quality and favours innovative ideas and inter-disciplinary
research, along with its mission statement: “The European Research Council Executive
Agency is dedicated to selecting and funding the excellent ideas that have not happened
yet and the scientists that are dreaming them up.”

2013 being the last year of the "lIdeas" programme, the overall budget of € 7,5 billion
for the period 2009 — 2013 has been fully implemented in accordance with the indirect
centralised management mode”. In addition, throughout that period the ERCEA proved
to be an efficient, effective and cost-effective tool for the management of the "Ideas"
Specific Programme, earning an enhanced recognition as a world-class research funding
agency for the quality of its operations. Indeed, its administrative budget, managed
under the direct centralised management mode, was kept in 2013 to 2,27%° of the
operational budget. At the end of 2013, the ERCEA employed a total of 379 agents,
resulting in 70% of total staff being allocated to ERCEA's operational activities, the
Scientific Management Department and the Grant Management Department
accounting for respectively 40% and 30% of total staff. Contract agents represented
71% of total ERCEA staff members.

The year in brief

ERCEA's main challenge during 2013 was to cope, in a context of staff restrictions and
payment credits shortage, with the execution of the annual operational budget, which
increased by 12,2% in 2013 and with the increased number of transactions, i.e.
proposals submitted, experts appointed, contracts signed or payments made, while not
compromising either the quality of provided services or the effectiveness and efficiency
of processes and meeting its performance targets.

Indeed, considering all calls together, the number of submitted proposals (10.1517)
exceeded the target set in the 2013 AWP of the Agency by 17%, which already forecast
a 10% increase compared to actual 2012 submissions (7.899). Despite this rise, targets
related to the scientific management were successfully met.

In order to address this increased volume of demand the evaluation system has been
revised in the 2013 "Ideas" Work Programme® splitting one of its core funding

As of 1% of January 2014 Article 58 of the new FR enters into force, establishing one management
mode for Executive Agencies, direct management. Following DG BUDGET's advice, the Agency is
already applying the Direct Management instructions and templates published in BUDGWEB.

Refer to Annex 6.6 for the administrative budget (€ 40 Mio) and Annex 6.2 for the operational budget
(€1.762 Mio).

Representing almost a 30% increase compared to the number of proposals submitted in 2012.
Commission Decision C(2012) 4562 of 09/07/2012 adopting the 2013 Work Programme in the
framework of the Specific Programme "ldeas"' implementing the Seventh Framework Programme of

the European Community for research, technological development and demonstration activities
(2007-2013), pp. 19-20.
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instrument, the "Starting Grant", into two schemes: the "ERC Starting Grant" for
starters with at least two years but not more than seven years' experience after their
PhD and the "ERC Consolidator Grant" for scientists who completed their PhD at least
seven, but no longer than 12 years ago.

Additionally, the number of payment transactions processed throughout the year
increased by 31% compared to 2012. The overall implementation of the "ldeas"
programme matured from the call for proposals, evaluation and granting stages
towards grant implementation process stage as shown by the increasing share of
payments against cost declarations (70% in 2013 against 55% of all payments),
triggering a raise in scientific projects’ follow up®. Thanks to continuous and prudent
budget forecasting, adequate allocation of resources and well-designed processes,
ERCEA financial management targets were also met. Furthermore, looking ahead to
2014, the Grant Management Department prepared its major reorganization, whereby
the organisation along the various phases of the project life-cycle will be replaced by a
structure based on the type of grants as of 1*' January 2014.

Furthermore, this year was the crucial year for the preparation for Horizon 2020 and
the finalisation of the relevant legislation and guidance documents. The ERCEA
significantly contributed, together with DG Research and Innovation, other Executive
Agencies and DGs to the launch of Horizon 2020, leading to the adoption of the ERC
establishing acts, the ERCEA Delegation Act, as well as the adoption of the ERC Work
Programme, the ERC Model Grant Agreements and the H2020 model expert contract,
thus allowing the first ERC 2014 calls to be timely published in December. In this
context, the renewal of the membership of the ERC’s Scientific Council, including a new
full-time President in Brussels was announced at year end.

Finally, to attract proposals from excellent researchers from all over the world, the
ERCEA continued implementing its external communication strategy, inside and outside
Europe, as reflected in the results shown in the first line of the table above regarding
the number of website visitors and the ERC press coverage, as well as in the increased
submitted applications. For example, ERC Scientific Council members or ERCEA
representatives organised or attended key-events, including scientific congresses™,
meetings gathering young talents'! or the well-known American Association for the
Advancement of Science (AAAS) held each year in the US, all attended by research
talents. In addition, to promote and widen participation in ERC calls in specific
countries, targeted visits and meetings were organized (or co-organized with national
authorities, NCPs or with DG RTD) like in Poland and in Lithuania. Outside Europe®?, the
ERC Secretary General and together with ERCEA staff presented the ERC schemes to
local audiences in carefully selected institutions, known to be centres of excellence for
research, in the framework of the “ERC goes global” awareness raising campaign.

228 scientific reports in 2012 compared to 787 in 2013.

10 “European society for Cognitive Psychology”, “EMBO” and “European Sociological Association”.

" “Lindau Nobel laureate meeting” and the “Young Academy of Europe”.

12 Argentina, Canada, Chile, Brazil, Mexico, India, China, Japan, Hong Kong, South Korea, Taiwan,

Australia, Russia, South Africa and New Zealand.
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EXECUTIVE SUMMARY

The Annual Activity Report is a management report of the Director of the ERCEA to the
College of Commissioners. It is the main instrument of management accountability
within the Commission and constitutes the basis on which the Commission takes its
responsibility towards the Budgetary Authority for the management of resources and
the achievement of objectives.

Key Performance Indicators

Reference for
AWP 2013 target 31.12.2013 detailed information
StG, CoG, AdG 2013: | StG, CoG, AdG 2013: 1.1.2;
. inf 160 days 163 2.1.1, stage 1
Average time to inform SyG 2013: 180 days | SyG 2013: 113
applicants™ (days)
PoC 2013: 60 days PoC-12013: 96
PoC-2 2013: 77
90 days / 105 days'* | StG 2012: 105 1.2.1;
StG 2013: 104 2.1.1, stage 2
'-I'infe tc-) contra.ict from AdG 2012: 119
invitation to signature of grant q .
(days) AdG 2013: 140
SyG 2012: 197
PoC 2012: 109
Budget execution
(Commitments and Payment 100% 100% 1.2.2
Credits)™®
Average time to pay <30/90 days16 15,1 2.1.1
17
Ex-post control residual error - 1,23% 2.1.1, stage 4

13

14

15

16

As stated in FR Art. 128: “The authorising officer by delegation shall report in his or her annual activity
report on the average time taken to inform applicants, sign grant agreements or notify grant
decisions.”

Last year's target of 105 days has been reduced to 90 days for the time to contract from invitation to
signature of grants, in order to comply with the new FR which entered into force on 1 January 2013
(cf. OJ L298 of 26/10/2012 p. 61). However, this target is only binding for calls launched in 2013 under
the new FR and therefore not applicable to calls reported in the present AAR, which were launched in
2012.

As a consequence, the target of “time to grant (from invitation to signature)” is 105 days, like in 2012,
for all calls reported in the present AAR.

It concerns L1 Commitment and payments appropriations (C1 credits).

These targets result from the FR; ERCEA AWP 2013 related targets are 20 days for pre-financing and
90 days for interim and final payments.
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rate - ERCEA Specific

Implementation of the Agency's Annual Work programme -
Highlights of the year

The performance objective of the evaluation process is to strike the right balance
between the quality of evaluation (time needed for experts to properly review an
increasing number of proposals) and the timeliness of communication of the results to
an increasing number of applicants. The historic increasing number of submitted
proposals (25% increase on average since 2010) keeps challenging this delicate balance.

Despite a yearly increase of 28,5% of all submitted proposals, reaching more than
10.000 proposals received and the running of 5 calls for proposals for the first time in
2013, the core schemes’ “time to inform applicants” has remained well below the
Financial Regulation (FR) target of 180 days and remarkably stable at around 160 days
(+/- 3%) since 2011, year in which the ERCEA departed from the 2 calls per year scheme.
In particular, this deviation versus the AWP target represents only 1,8% (i.e. 3 days) to
be considered in the perspective of the 2013 number of submitted proposals of 9.410,
in line with 2012 results.*®

As an exception, the "time to inform" of the 2013 Proof of Concept call shows a
deviation from the target, due to the high number of submitted proposals in response
to the call (PoC-1 and PoC—219). Corrective measures implemented for the second
deadline of the call (PoC-2) have proved to be effective, as the “time to inform”
dropped from 96 to 77 days between the first and second deadline.

Considering the high increase of submitted proposals, the efficiency of the process has
actually improved in 2013 as demonstrated by the stable “average time to inform
applicants” over the years for all types of schemes (around 160 days). Consequently,
management considers that the achieved results fulfilled ERCEA's mission statement
and its operational objectives, thus positively impacting the assurance.

In the AWP 2013, the “time to contract” target (from invitation to signature) has been
reduced from 105 days in 2012 to 90 in 2013, as to comply with article 128 of the new
FR%. However, this target is only binding for calls launched in 2013 under the new FR
and therefore not applicable to calls reported in the present AAR, which were launched
in 2012 (except for PoC 2013). Furthermore, looking ahead, article 20.3 of the Horizon
2020 Rules of Participation®® grants a derogation for actions of the ERC, as the common

' Drawn on the basis of the ERCEA MUS sample as shown in Part 2.1.1 stage 4.

® The related 2012 average "time to inform" was 155 days (7.045 submitted proposals).

¥ The Proof of Concept call has 2 deadlines per year (in spring and autumn).

% Regulation (EU, Euratom) No 966/2012 of the European Parliament and of the Council, of 25
October 2012, on the financial rules applicable to the general budget of the Union and repealing
Council Regulation (EC, Euratom) No 1605/2002, OJ L 298, 26.10.2012, p. 1.

Regulation (EU) No 1290/2013 of the of the European Parliament and of the Council, of 11 December
2013, laying down the rules for participation and dissemination in "Horizon 2020 - the Framework
Programme for Research and Innovation (2014-2020)" and repealing Regulation (EC) No 1906/2006,
0OJ L347,20.12.2013, p 81.

21
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"time to grant" of 90 days referred to in article 20.2 “... may be exceeded for actions of
the European Research Council and in exceptional, duly justified cases, in particular for
complex actions, where there is a large number of proposals or where requested by the
applicants"”. As a consequence, the target to be retained as the “time to grant (from
invitation to signature)” is 105 days, like in 2012, for all calls reported in the present
AAR.

The "time to contract" deviation from the 105 days target related to the Advanced
Grants 2012 and 2013 is due to their evaluation schedule, whilst the deviations of the
Synergy Grants are due to the complexity of this scheme (2 to 4 Principal Investigators).

The other performance indicators (budget execution, "average time to pay" and ex-post
control residual error rate), meeting the targets, do support the declaration of
assurance.

Key conclusions on resource management and internal control
effectiveness

In accordance with the governance statement of the European Commission, the ERCEA
conducts its operations in compliance with the applicable laws and regulations, working
in an open and transparent manner and meeting the expected high level of professional
and ethical standards.

The Commission has adopted a set of internal control standards, based on international
good practice, aimed to ensure the achievement of the operational objectives related to
programme implementation. As required by the FR, the Director has put in place the
organisational structure and the internal control systems suited for the achievement of
the implementation of the "ldeas" programme’s and control objectives, in accordance
with the standards and having due regard to the risks associated with the environment
in which it operates.

The ERCEA has assessed the effectiveness of its key internal control systems during the
reporting year and has concluded that the internal control standards are effectively
implemented®.

In addition, the ERCEA has systematically examined the available control results and
indicators, as well as the observations and recommendations issued by internal auditors
and the European Court of Auditors. These elements have been assessed to determine
their impact on the management's assurance as regards the achievement of control
objectives®.

In conclusion, management has reasonable assurance that, overall, suitable controls are
in place and working as intended; risks are being appropriately monitored and

22 please refer to Part 3 for further details.

* Please refer to Part 2 for further details.
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mitigated; and necessary improvements and reinforcements are being implemented.
The Director, in his capacity as Authorising Officer by Delegation for the operational
budget and as Authorising Officer for the administrative budget has signed the
Declaration of Assurance.

Information to the Commissioner

The main elements of this report and assurance declaration have been brought to the
attention of the ERCEA's Steering Committee and to the parent DG Director General,
who has integrated these in his reporting to Commissioner Mdire Geoghegan-Quinn,
responsible for Research and Innovation.
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1. IMPLEMENTATION OF THE AGENCY'S
ANNUAL WORK PROGRAMME

Reflecting the two tier-structure of the European Research Council, the “ldeas” Work
Programme, annually established by the ERC Scientific Council and adopted by the
Commission, defines the specific objectives and result indicators disclosed below. These
derive from the general targets of the FP7 as a whole and from Commission’s policy
objectives in the area of research which may be found in the FP7 legal basis and in the
Annual Management Plan of DG Research and Innovation. In addition, these objectives
and indicators are reflected in the ERCEA Annual Work Programme, as to bridge the ERC
policy and corresponding ERCEA implementation objectives, the latter being reported in
detail below.

To enhance the
generation of
excellent,
innovative ideas in
frontier research
in Europe

international prizes
and awards by grant
holders

200 by 2020

Specific objective 1 | Indicators [source: Target (result) 31.12.2013
AWP 2013]
ERCEA has recorded 134** ERC
grantees who won prestigious
research prizes. (For this
Number of indicator, only prizes awarded

after the ERC Grant are taken
into consideration. Also
noteworthy is the fact that ERC
counts among its grantees 8
Nobel prize winners and 3 Field
Medallists).

Number of scientific
publications by grant
holders

~40-60.000 by 2020

ERCEA has collected more than
20.000” journal articles from

ERC funded projects from
Thomson Reuters' Web of
Knowledge.

Thomson Reuters' Web of

Knowledge is a bibliographic
system which indexes about
23.000 peer-reviewed and high
impact  scholarly  journals.
Articles from ERC funded
projects are identified as those
which explicitly acknowledge
ERC funding.

The fundamental activity of the ERC is to provide attractive, long-term funding to
support excellent investigators and their research teams to pursue ground-breaking,
high-gain/high-risk research. One indicator of whether the ERC is funding excellent
investigators is the number and quality of the international scientific prizes and awards

> As of end July 2013.
2 As of end October 2013.
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received by ERC grant holders. An indicator of whether they are producing ground-
breaking research is the number of scientific publications appearing in high impact
journals. Based on the number of prizes and publications so far (see above) the ERC is
well on track to meet its targets. The ERC is also developing a range of other indicators
and studies to measure the impact of the research it funds.

Evidence suggests that there is already intensifying competition between Europe's
universities and other research organisations to offer the most attractive conditions for
ERC grant holders. Furthermore, the number of ERC grants awarded to researchers
based in the different Member States has set a benchmark which has led some Member
States to assess their relative strengths and weaknesses and reform their policies and
practices accordingly.

Two exploratory studies looking at ways in which bibliometrics could be used to
measure the extent to which ERC is reaching its mission in funding frontier research and
addressing emerging research areas were completed in 2013. These studies revealed
some of the difficulties with this approach but also produced some practical
recommendations for the ERC to consider.

The ERCEA will be fully involved in contributing to the ex-post evaluation of FP7 to be
completed by 31 December 2015.

The ERCEA Annual Work Programme, adopted by its Steering Committee further to the
approval of the Commission, defines objectives and indicators related to the
implementation of the scientific and financial management of the “Ideas” programme?®,
as well as to the implementation of its administrative budget.

Scientific management of the "ldeas" Programme

The main 2013 activity of the ERCEA with regard to the scientific management of the
"Ideas" programme was to successfully deliver on the 2013 ERC Calls for Proposals, and
the follow-up of implementation from calls launched in earlier years. During 2013, all
targets related to the Scientific management were fully achieved.

2 Respectively under section 1.1 “Scientific Management of the "ldeas" Programme”, section 1.2

“Financial Management of the "ldeas" Programme” and section 1.3 ‘Implementation of ERCEA
administrative budget”.
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Performance

Reference

submitted and
following requests
for redress

Objectives indicators (source: | Targets 31.12.2013 fofr detall.ed
AWP 2013) |nn ormatio
To raise visibility and Number of ERC 440.000 461.657 1.1.1
awareness of the website visitors
European and worldwide
scientific community on
ERC and IFs.fundlng ERC press Over 2.400 4.350
opportunities, key coverage (number
developments and results | of articles or
as to attract the best interviews
applications from mentioning ERC)
excellent researchers.
Call management: Number of StG2013: 2.360 S$tG2013:3.329 | 1.1.1
T || R C0G2013:3.130 | C0G2013: 3.673
with high scientific level SszT Rtediest
. . call AdG2013: 2.420 AdG2013: 2.408
peer reviewed funding
opportunities by SyG2013: 400 SyG2013: 449
Ll e, P0C2013: 75 PoC2013-1: 145
simple, and stable
application procedures PoC2013-2: 147
and guidance allowing to
attract top researchers in | % of ineligible All other calls: StG, CoG, AdG: | 2.1.1
the world to develop high | proposals/total 1,3% 1,4%
risk/high gain research in roposals
Europe. spub:)nitted SYG: 4,2%
PoC: 13% PoC: 4,5%
Evaluations: Time to inform StG, CoG, ADG StG, CoG, AdG: 1.1.2;
To provide applicants applicants®® 2013: 160 days 163 511
with high quality and SyG 2013: 180 SyG: 113
timely evaluation results days
and feedback after each
. PoC 2013: 60 PoC-1: 96
evaluation step by
implementing and e PoC-2: 77
monitoring a high
scientific level peer % of re- All calls: 0,5% 0,07% 2.1.1
reviewed process. evaluations out of
the overall
proposals

27

28

from the final date for submission of complete proposals”.
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Reference
GUCTELL for detailed
Objectives indicators (source: | Targets 31.12.2013 informatio
AWP 2013) n
Overall average StG, CoG, & AdG StG2013: 2,4 2.1.1
number of -remote 2013: 2 C0G2013:2,9
referee reviews
per proposal AdG2013: 2,6
SyG2013: 4 SyG2013: 4,4
PoC 2013: n/a PoC 2013: n/a
Ethical review: Time to ethics 66 days 52 days 2.1.1
29
To efficiently ensure that GLCLENE
the research funded by
ERC grants is compliant
with the provisions on
ethics of the Framework
Programme.
Scientific follow up: % of reports which | All calls: 0% 0% 1.1.3
To provide Principal exceeded 60 days
Investigators with timely
communication on
approval of mid-term and
final scientific reports by
implementing economic,
effective and efficient
scientific follow up
procedures using if
necessary risk based
technical audits.

1.1.1  Calls for proposals

During 2013 one ERC call for proposal was launched and concluded as per the 2013
"Ideas" Work Programme® and reflected in the ERCEA 2013*' Annual Work Programme.
In addition, 2 calls launched in 2012, based on the 2012 "Ideas" Work Programme, were
concluded in 2013*%.

?® Data related to the pre-granting ethics review. This time span runs in parallel to the granting process.

C(2012) 4562 of 09 July 2012.
*' (2013) 1637 of 03 March 2013.

32

30

Please refer to table shown under 1.1.2, which shows the calls launched and concluded in 2013.
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Research Family harmonised indicator 2013 Target 31.12.2013

% of calls for proposals successfully concluded / planned 3 100%

In addition, 3 calls were published mid-December 2013 (Starting Grant, Consolidators
Grant and Proof of Concept Grant), further to the adoption of the H2020 legal basis, in
accordance with the ERC 2014 Annual Work Programme. These are planned to be
concluded throughout 2014.

1.1.2  Evaluation of proposals
During the period under review, five calls for proposals were evaluated.

A total of 10.151 proposals were submitted in response to 2013 calls, illustrating the
success of the ERC funding schemes. Overall, the number of proposals submitted in
2013 represents a steady increase of more than 20%, similar to year end 2012, and a
17% above the 2013 target set in the 2013 AWP. In particular, the combined increase of
Starting and Consolidator Grant schemes represents 47,7% compared to the 2012
Starting Grant.

However, despite this 2013 remarkable but unpredictable increase of the demand for
ERC funding, the “time to inform” remained stable since 2011 compared to
management’s target of 160 days (+/- 3%) and well below the target deriving from the
FR (180 days), thanks in particular to the split of its core funding instrument, the
"Starting Grant", into two schemes: the "ERC Starting Grant" and the "ERC Consolidator
Grant".

From 2012 to 2013, there has been a doubling of the number of submitted proposals in
response to the Proof of Concept call (PoC-1 and PoC-2). For PoC-1, the “time to
inform” has gone up from 68 days (for 75 proposals submitted) to 96 days (for 145
proposals) due to this doubling of the number of proposals received and to the fact that
a second reading of the proposals was needed in order to rank the successful proposals.
For PoC-2, the “time to inform” has gone up from 65 days in 2012 (for 69 proposals) to
77 days (for 147 proposals) due to efficiency measures reducing by 2 weeks the
allocation of proposals to experts before launching the evaluation and by reducing the
time to process the final information to applicants. Even though the number of days to
inform has increased in comparison to 2012, they have decreased by around 10% in
comparison to 2011, considering the number of submitted proposals which was half the
one of 2013.

The following table shows the results of the evaluation of the 2013 calls, including the
grants signed and the pre-financing paid.
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Results of the evaluation of the 2013 calls

Call deadlines

Number of proposals

Grants signed

. Ineligible (% of Main list — Preparation Of which pre-
2013 calls 's)l::::::: submitted invited (not Success rate fail : d financing paid €
Opening dates Closing dates proposals) reserve) Number € Mio Mio
(a) (b) (c) (c)/(a)
ERC-2013-StG —
Starting Grant 10/07/2012 17/10/2012 3329 1,9% 274 8,2% 247 355 n/a 121,6
ERC-2013-AdG -
10/07/2012 22/11/2012 2408 0,7% 284 11,8% 156 355,6 1 72,6
Advanced Grant
ERC-2013-SyG —
v 10/10/2012 10/01/2013 449 4,2% 13 2,9% n/a n/a n/a n/a
Synergy Grant
ERC-2013-CoG —
i 07/11/2012 21/02/2013 3673 1,6% 283 7,7% 28 52,6 n/a 2,4
Consolidator Grant
ERC-2013-PoC - Proof 1) 24/04/2013 1) 145 1) 4,1% 1) 33 1) 22,7%
10/01/2013 15 2.2 n/a 1,3
of Concept 2) 03/10/2013 2) 147 2) 4,8% 2)34 2) 23,1%
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The 2013 evaluation process resulted overall in 921 (plus 70 reserve list) proposals
retained for funding within the call budget and in line with the 2013 AWP target of 966.
Following the split in 2013 of the Starting Grant scheme into 2 schemes (Starting and
Consolidator Grants) and their cumulated significant increase by 47,7% of submitted
proposals, the cumulated success rate of the 3 core ERC calls® has fallen from 12,1% in
2012 t0 9,8% in 2013.

The increase in proposals submitted under the Proof of concept scheme by 103%
compared to 2012, resulted in a success rate of 22,9% in 2013 against 41,6% in 2012 on
average (for the 2 deadlines).

The Synergy Grant scheme shows an increasing success rate from 1,5% in 2012 to 2,9% in
2013, along with a significant decrease of 36% in submitted proposals.

1.1.3  Scientific follow-up

In 2013, the target of no scientific follow up report exceeding 60 review days has been
achieved mainly thanks to the reorganisation of the Scientific Management Department
that took place in October 2012. The latter resulted in entrusting the scientific follow-up
to the “Project Follow-up Team”, as part of the “Call and Project Follow-up Coordination”
Unit. In addition, the introduction of the new reporting application “Sesam” also
contributed achieving the target by performing the whole scientific review process
electronically.

Throughout the reporting year a total of 787 scientific monitoring reports were
performed, representing an increase of 53% compared to 2012.

Finally, one technical review was carried out in 2013 which resulted in a grant
suspension.

Financial management of the "Ideas" Work Programme

1.1.4 Overview of the achievement of the 2013 key targets

The following results were achieved in the light of the key performance objectives and
indicators of the Annual Work Programme 2013:

3 Starting Grant, Consolidator Grant and Advanced Grant. Proof of Concept and Synergy Grant success

rates are presented separately due to their different structure.
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Operational budget

References for

Objective Performance indicator 2013 Target 31/12/2013 detailed
information
To maximise execution | % execution of L1 100% 100% 1.2.2
of the operational commitment
commitment credits
delegated to ERCEA by | % execution of L2/L1 40% 42,7% 1.2.2
the European commitment™
Commission.
% execution of payment 100% 100% 1.2.2
To ensure full yearly .
. credits
execution of payments
il (o] el el Accounting errors % of all <2% 1,5% Annex 7.4
budget) through .
. transactions

careful planning and
monitoring.
Minimise financial and | a) time to invoice (% within | 90% 98,4% -
legal transaction time 5 days)
for ERC beneficiaries
and ensure legality and | b) time to pay (% according | Pre-financing: | 93,1%° within | 1.2.2
regularity of to milestones and budget 100% within 20 days with
underlying table specified in the 20 days an average
transactions to support | Description of Work® and TTP of 10,5
ERCEA's positive processing payments, i.e. days
Declaration of economic target days)
Assurance. Interim 100% within

payment: 90 days with

100% within an average

90 days TTP of 16,2

days

Final payment:
100% within
90 days

100% within
90 days with
an average
TTP of 30,9
days

34

The indicator for the percentage execution L2/L1 is dependent on the timing of the evaluation process.

Description of Work is Annex 1 to the grant agreement which describes activities to be carried out as
well as the budget allocation per cost category and per reporting period.

36

The reason for a few late pre-financings occurred at the beginning of the reporting year lies on the late

information received (only in January) that all Grant agreements had to be amended by Decision to
follow the new FR and therefore the new time-limits were to be applied in line with the new FR. Certain
payments were delayed to early January due to a lack of payment credits at the end of 2012 and the
start-up of payment transactions in ABAC occurred only after mid-January 2013, which caused few cases
of pre-financings due for more than 30 days.
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Time to contract:

To minimise the
duration of the
granting process
aiming at ensuring a
prompt
implementation of the
Grant Agreements
through a simple and
transparent grant
preparation process.

c) time to amend (% 100% 98,2% with | 1.2.2
approved or rejected an average
within 45 days upon TTA of 18,9
receipt of valid request) days
Time to contract measured | 270 days /365 | StG2012:351 | 1.2.1
. 39
(medl.an valu‘es) from call days StG 2013: 363
deadline to signature of
grants>® AdG 2012: 359
AdG 2013: 390
SyG 2012: 550
PoC 2012: 194
Time to contract measured | 90 days /105 | StG2012:105 | 1.2.1

(median values) from
invitation to signature of
grants

days”

StG 2013: 104
AdG 2012: 119
AdG 2013: 140
SyG 2012: 197
PoC 2012: 109

Expert management:

To promote experts
satisfaction by
ensuring a fast and
easy appointment and
a fair, timely and
accurate payment
processes.

a) time to appoint®

30 days 16 days 2.1.1, stage 1
b) time to pay 21 days 16,7 days 2.1.1, stage 1
c) % of experts payments 100% 100% 1.2.2

budget execution

The "time to grant" target introduced by the new FR applies to calls launched in 2013.
Grants signed in 2013 refer to calls launched in 2012, therefore the new FR target does
not apply for the calls reported in this AAR. Instead, the 2012 target should be retained:
target of 365 days for the “time to contract from call deadline to signature of grants” and
target of 105 days for the “time to contract from invitation to signature of grants”. The

37

38

39

40
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The number of amendments signed in 2013 increased by 159% compared to 2012; the overall TTA did
not increase in analogy and was kept well below the contractual limit.

The indicator for the TTG from call deadline to signature of grants is dependent on the timeline of the
evaluation process.

Last year's target of 365 days has been reduced to 270 days for the time to contract from call deadline
to signature of grants) and from 105 to 90 days as regards the time to contract from invitation to
signature of grants, in order to comply with the new FR which entered into force on 1 January 2013 (cf.
0J L298 of 26/10/2012 p. 61). However, this target is only binding for calls launched in 2013 under the
new FR and therefore not applicable to calls reported in the present AAR, which were launched in 2012.
As a consequence, the target of the “time to grant from call deadline to signature” is 365 and the target
of “time to grant from invitation to signature” is 105 days, like in 2012, for all calls reported in the
present AAR.

From sending the appointment letter to signature of the contract by the Authorising Officer by
Delegation.
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preparation of the Synergy grant agreements, which were introduced this year, revealed
to be very demanding in terms of the coordination of 2 to 4 different Principal
Investigators, located in sometimes many different Host Institutions, and reflected in the
corresponding “time to contract from invitation to signature” results.

The "time to grant" for Advanced Grants was slightly longer (by 2 to 4 weeks) than for
Starting Grants due to the scheduling of the evaluation. Indeed, as the evaluation results
of the Advanced Grant 2012 call were only available in December 2013, additional time
over the year-end break was given to the beneficiaries to submit the documents
necessary for the grant preparation process. A similar scenario was observed for the
Advanced Grant 2013 call, with evaluation results available only shortly before the
summer break. However, the grant preparation time has remained broadly stable over
the last years despite the significant growth in number of grants and the increase in
complexity due to the introduction of new instruments (Proof of concept and Synergy
grants).

As regards "time to pay" and "time to amend", excellent results have been achieved
despite the significant rise in number of both financial transactions and amendments in
2013 thanks to the well trained staff, a strict use and verification of the applicable legal
framework, the open and timely communication to the Unit of new developments
(financial rules, guidelines from the parent DG and IT tools) as well as a regular review
and update — where necessary — of internal model documents, procedures and checklists.
Moreover, thanks to a close supervision and a performing follow-up system by the
hierarchy — also supported by IT tools — financial transactions and amendments to grant
agreements were processed within a "time to pay" and a "time to amend" which are
significantly lower than the contractual limits.

1.1.5 Implementation of the 2013 operational budget
appropriations

The ERCEA managed in 2013 one of the biggest operational budgets of the Research
family. The commitment credits for 2013 amounted to € 1,8 billion and the payment
credits to € 1,02 billion. The draft amending budget and the later Global transfer
increased the payment credits by € 76,8 Mio. A further increase of € 2,3 Mio in payment
credits resulted from the Croatian accession and a transfer from DG RTD. Consequently,
the total amount of payment credits was € 1,1 billion. Both payment and commitment
credits were fully consumed at the end of 2013.

Commitment appropriations execution

As shown in Annex 6.2, the commitment credits (C1) voted for 2013 amounting to € 1,8
billion have been implemented through global commitments*' created after the end of

* The global commitments correspond to L1 commitments created at the end of each call, while L2
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the evaluation of each call on the basis of ranked lists of proposals positively evaluated,
and resulted in the full execution of the 2013 voted credits.

Also, the execution of commitment credits for C1 (current year credits) and C8 (credits
transferred from previous years) reached 100%, the majority relating to ERC Grants, and
some 0,5% to experts management. The execution of C8 credits linked to L1 (global)
commitments for 2012 calls reached 100%, by means of L2 (individual) commitments.

- 2012 GA (C8 & RO credits): nb 435 amounting to € 900,2 Million
- 2013 GA (C1 & RO credits): nb 480 amounting to € 779,2 Million

in million €

PoC- | PoC- | AdG- | AdG- | StG- | StG- | COG- | PoC- | PoC-
2012 | 2013 | 2012 | 2013 | 2012 | 2013 | 2013 | 2012 | 2013

AdG- StG- | StG- | SYG-
2013 2012 | 2013 | 2012
nb:49 nb:7 |nb:146| nb:4 | nb:1 | nb:2 | nb:6 |nb:111| nb:2 |nb:123| nb: 31 | nb:1 | nb:14

Q1-2013 Q2-2013 Q3-2013 Q4-2013

Overall, 875 Grant Agreements were signed throughout the year, totalling € 1,7 billion,
out of which 446 resulted from 2013 calls and 429 from 2012 calls. In line with the
timing for the call for proposals which is "bridging" 2 calendar years, the commitment
activity focused during the first semester on finalising the 2012 calls, whereas in the
second semester mainly 2013 calls were processed.

At 2013 year end, 4.024 grant agreements were signed cumulatively since the start of
FP7.

Payment appropriations execution

The total voted payment credits for the operational budget amounted to € 1,1 billion, of
which € 9,2 million were made available for the payments of the experts management, as
shown in Annex 6.3.

Payments and time to pay related to Grants

At the end of 2013, the target of 100% payment credits (C1) execution was achieved®.

commitments correspond to individual commitment created for the maximal EC contribution in view of

the signature of the individual grant agreement.

2 According to the FR the budgetary commitment precedes the signature of the contract. Therefore, it is

inherent to the business that the number of GA signed does not reconcile the number of L2

commitments done within one budget year.

* For details on the execution per quarter, see Annex 6.3.
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Number of Transactions

GO0

A total of 2.489 transactions related to ERC Grants were carried out in 2013 (versus 1.903
in 2012), representing an increase of 31% compared to 2012. Out of these transactions,
835 related to pre-financings (882 in 2012), representing € 628,2 million, 1.510 to interim
payments (1.004 in 2012) for € 517,5 million and 144 to final payments (17 in 2012),
worth a total of € 11,1 million.

Despite the overall significant 31% rise in the number of transactions processed in 2013
as compared to 2012, the Agency managed to keep its very good performance to a
comparable level against 2012, as shown by its time to pay indicators with an average
time to pay of 10,5 days for pre-financing (10 days in 2012) and 16,2 days for interim
payments (14 days in 2012). Final payments were paid on average within 30,9 days. The
average time to pay for interim and final payments is 17,5 days was significantly below
the corresponding AWP targets and contractual time limit of 90 days.

TTP - Pre-financing TTP - Interim Payments TTP - Final Payments

2009/2010/2011/2012 2013 0 2009/2010/2011/2012 2013 2012 2013
Contractual Limit = 30 Contractual Limit = 90 Contractual Limit = 90

3
3
8

@
8

AVERAGE 2013 =30,97

AVERAGE 2013 = 10,5

N
=3

AVERAGE 2013 = 16,2

Number of Days
Number of Days
Number of Days

3

Y ' Py oo
8 8 8 8

0" 0
2009 2010 2011 2012 Qi Q2 Q3 Q4 2009 2010 2011 2012 Q1 Q2 Q3 Q4 2012 Q1 Q2 Q3 Q4

In addition, Interim and final payments were all executed on time, when compared to
ERCEA AWP target of 90 days, which is aligned with the contractual time limits** of the
ERC Grant Agreements. As to pre-financing, 95,8% were executed on time, when
compared with the 30 days contractual time limit and 93,1% were executed in time when
compared to ERCEA target of 20 days. The slight deviation observed in regard to the 2013
ERCEA AWP target (100% payments in 20 days) was caused by few payments being
delayed to early January 2013 due to a lack of payment credits at the end of 2012 and by

*  As defined in art. 11.6.1.a and art. 11.5.1 of the General Conditions.
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the delay of the start-up of payment transactions in ABAC beyond mid-January 2013.

These results were achieved thanks to a careful planning (based on the screened
“behaviour” of the grant implementation in the years before) and the consequent correct
allocation of resources where required, a well-designed workflow and procedures and
tailor made or hands-on training sessions without compromising the necessary level
and/or number of controls. This resulted in ensuring a high level of coordination among
control actors as regards processing time and parallelism of controls carried out by FIA
and OIA.

Payments and time to pay related to experts

Throughout 2013, 5.608 expert payments were processed (versus 3.996 in 2012),
totalling to € 10,1 million and representing an increase in volume of 40,3% compared to
2012. The 2013 yearly time to pay is on average 16,7 days, consistent with the 2012
result of 15,4 days. The figure below shows the average time to pay for experts for each
guarter of the reporting period, indicating the contractual limit of 30 days:

TTP - Expert payments

2009/2010/2011/2012 2013

Contractual Limit = 30

30
AVERAGE 2013 = 16,7

N
o

Number of Days

-
(=

2009 2010 2011 2012 Q1 Q2 Q3 Q4

Recovery Orders

A total of 59 recovery orders were issued during the reporting period, amounting to € 3,1
million and 45 recovery orders for an amount of € 2,7 million have been cashed. 50% of
the recovery orders were due to external audit outcomes (22 cases) and 15,2% to early
terminations (7 cases). For 10 external audits outcomes liquidated damages were
applied. For further details please see Annex 6.4.

Grant amendments and termination — De commitments

During 2013, 2.001 new requests for amendments by beneficiaries were received and
1.887 signed. So far, half of the grant portfolio has been amended at least once, out of
which 72% were amended in 2013. In 2013, the average time to amend was 18,9 days,
which is significantly lower than the time limit of 45 days contractually foreseen.
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Whereas the number of amendments signed in 2013 increased by 159% compared to
2012, the overall time to amend was safeguarded (2013: 18,9 versus 14,7 days in 2012)
thanks in particular to the regular and close monitoring by management of the incoming
informal and formal amendment requests and of swift processing of the outgoing replies.
Also thanks to the regular review and reshuffling of assigned staff's responsibilities as
necessary which ensured an adequate workload distribution and the timely conclusion of
the amendment process.

As in the previous budget year, amendments remained also in 2013 more common for
Starting Grants, due to the fact that beneficiaries for Starting Grants form young/new
teams™.

A large share of amendments were due to the transition of on-going grant agreements to
electronic submission of financial reports (35,6%), whilst changes of Host Institutions and
modification of the Annex | of the grant agreement (Description of Work) represented
only 6,3% of the amendment cases, a 50% decrease compared to 2012 (for further
details, refer to related table in Annex 6.4).

Finally, in 2013, three grant agreements were terminated upon the request of the
beneficiary for a cumulative amount of € 3,8 million EC contribution. One of the three
grantees decided to accept a position at a private company requiring his full attention
which prevented him from complying with the minimum commitment required by the
relevant ERC Work Programme. The other two grantees moved to a non-EU country.

* For further details, refer to related graph in Annex 6.5.
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Implementation of ERCEA administrative budget

Objective Performance indicator 2013 Target ;it/iszt /kzr(l)c;.vavn results
% budget execution

To maintain a high level of commigtments 100% 96,6%

credibility in the eyes of the

budgetary authority, Steering % budget execution

Committee and parent DG by paymegnts 90% 91,35%

establishing a realistic yearly

budget proposals which is line Number of accounting )

with the administrative costs < | adjustments (exceptions) <5 adjustments | 0

5% of the operational budget,

and continuously monitoring Number (and % of total)

and reporting on its execution of late payments for the | <80 (<3%) 19 (0,9%)

(commitments and payments) in | administrative budget

line with sound financial

management principles. Account!ng errors % of <% 1,45%
transactions

At year end, the commitment execution rate related to the administrative budget
reached 96,6%, slightly below the target of 100%. However, without considering the
provision for the salary adjustment of € 1 Mio related to the 2011 adjustment,
representing 2,5% of the budget, as recommended by DG BUDG", the commitment
execution rate would have reached 99,1%.

For the remaining 0,9%, the main not committed amounts related to unspent "External
meetings" (€ 43.109), due to less experts having attended an ERCEA workshop than
expected and to participants to an event in China in the context of the “ERC goes global”
strategy who did not introduced any cost claim, “staff intérimaires” (€ 42.022) and
building charges (€ 36.147; SLA with the Commission).

The payment rate is of 91,3% (€ 36.623.256), to be compared to 93,5% in 2012 and 92,5%
in 2011.

The main appropriations that have been carried forward to 2014 (€ 2.091.333 or 5,2% of
the budget) concern mainly building charges (€ 618.168), IT services (€ 560.613),
communication (€ 255.721) and external audits (€ 224.299).

During the period under review, the ERCEA launched a number of public procurements,
including 61 "negotiated procedures" for low value contracts (max € 15.000 - 1
candidate), 1 open procedure resulting in a service contract (operational credit) and 4
Service Level Agreements/Memorandum of Understanding and addendum were signed
by the ERCEA with Commission services.

% Ref. Ares(2013)2579252, of 05/07/2013.
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ERCEA applies several Inter-institutional framework contracts, in particular with DIGIT,
HR, OIB and signed 184 specific contracts/order forms under these inter- institutional
Framework Contracts.

Finally, the error rate calculated in terms of relevant accounting observations is kept
below the limit of 2%, at 1,45%. The slight increase of the rate in comparison to last year
(<1%) is mainly due to some supporting documents available in the local system MIPS for
management and mission monitoring, without being attached at a later stage to the
payment transaction in the accounting system (ABAC). The controls carried out did not
spot errors of a sufficient materiality to impair the true and fair view of the accounts.

Specific efforts to improve 'economy’ and 'efficiency' of spending
and non-spending activities.

According to the FR (art 30), the principle of economy requires that the resources used by
the institution in the pursuit of its activities shall be made available in due time, in
appropriate quantity and quality and the best price. The principle of efficiency concerns
the best relationship between resources employed and results achieved.

The respect of these principles is continuously pursued through the implementation of
internal procedures and predefined practices. These procedures ensure that activities are
executed in an efficient manner (e.g. the different workflows contribute to the efficient
cooperation between staff, units, etc...) and according to the principle of economy (e.g.
the procurement rules ensure procurement in optimal conditions).

The ERCEA is continuously fine-tuning its internal arrangements in order to improve the
efficiency and economy of its operations. The following two initiatives show how these
principles were implemented in our Agency:

1.1.6 Example 1

In view of the further increasing workload and the restrictions in recruiting staff, the
Grant Management Department has put a lot of emphasis on steadily improving its
efficiency, for example, by partially performing the financial, legal and administrative
analysis before the invitation to grant is sent out. Also, the time to pay indicator could be
maintained or even improved thanks to the revision of workflows and partial integration
into a local IT system and the further development of local IT tools allowing the
continuous monitoring of the transactions’ status by different internal actors (project
officer, managers) and the automatic processing of some repetitive operations. The IT
tool also contains a "back up functionality", which enables users backing up absent
colleagues to ensure a proper follow-up of payments and amendments, aiming at
maintaining a high level of performance without any disruption.

ercea_aar_2013 fina Page 25



1.1.7 Example 2

Finally, a number of training sessions given to stakeholders (Principal Investigators, Host
Institutions and National Contact Points) to increase their understanding of ERC
procedures and requirements resulting in a higher quality of documents and responses
submitted to the Agency, thus favourably impacting the processing time.

ercea_aar_2013 fina Page 26



2. MANAGEMENT OF RESOURCES

Assurance is an objective examination of evidence for the purpose of providing an
assessment of the effectiveness of risk management, control and governance processes.
This examination is carried out by management, who monitors the functioning of the
internal control systems on a continuous basis, and by internal and external auditors. Its
results are explicitly documented and reported to the Director. The reports produced in
2013 are:

o Management reports on control results;

o The contribution of the Internal Control Coordinator, including the results of
internal control monitoring at the Agency level*’;

o The opinion and the observations of the Internal Audit Office (IAO);

o The observations and the recommendations reported by the European Court of
Auditors (ECA).

This section reports the control results and other relevant elements that support
managements' assurance on the achievement of the internal control objectives®. It is
structured in two separate sections: (1) the ERCEA’s assessment of its own activities for
the management of its resources and (2) the assessment of the results of internal and
external audits, including the implementation of audit recommendations.

In 2013, the ERCEA managed an operational budget for the implementation of the
Seventh Framework Programme and an operating (administrative) budget for the
functioning of the Agency. Following Article 53 of the former FR* (still applicable as to
the EU management modes), the ERCEA currently executes its operational budget under
the indirect centralised management mode and its operating (administrative) budget
under the direct centralised management mode>’.

*” For further details, please refer to Part 3.

*® Effectiveness, efficiency and economy of operations; reliability of reporting; safeguarding of assets and

information; prevention, detection, correction and follow-up of fraud and irregularities; and adequate
management of the risks relating to the legality and regularity of the underlying transactions, taking into
account the multiannual character of programmes as well as the nature of the payments (FR Art 32).
Council Regulation (EC, Euratom) No 1605/2002, of 25 June 2002, on the FR applicable to the general
budget of the European Communities, as amended by Regulation (EU, Euratom) No 1081/2010 of the
European Parliament and of the Council of 24 November 2010.

49

0 As per 1st of January 2014 Article 58 of the new FR enters into force, establishing one management

mode for Executive Agencies, direct management. Following DG BUDGET's advice, the Agency is already
applying the Direct Management instructions and templates published in BUDGWEB.
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Operational expenditure51

Total % of total
Payments . Total administrative |(administrative
. . . xperts' N . .
Pre-financing | against cost P operational expenditure | / operational)
payments .
statements expenditure
2013 ]628.160.217,84 |530.580.507,28 [10.078.449,78 |1.168.819.174,90 36.623.256 3%

2009 -
b013 1.734.299.990,11 |707.751.553,57 |15.285.725,02 |2.457.337.268,70 144.192.459

The operational appropriations are dissociated appropriations, meaning that the ERCEA
manages a budget for commitment and a separate one for payment. In 2013, the
commitment budget of € 1.753.940.754,52°* was fully committed. The payment budget
of € 1.087.289.932,89°% was fully paid. Transactions for operational expenditures have to
be distinguished between pre-financings, interim and final payments. After signing the
grant agreement a pre-financing is paid to the beneficiary at the start of the project. This
is followed on average by 3 interim payments and 1 final payment.

The administrative budget is managed with non-dissociated appropriations, meaning that
there is only one budget that has to be committed during the year and the same budget
must be paid during the current year (C1) and the following one (C8). In 2013, the
administrative budget of the ERCEA was of € 40.092.000°* and it was committed at
96,56% and paid at 91,35%. The difference between the commitments and the payments
(€ 2.091.332) represent the carry-forward in C8 to be paid by 31/12/2014.

The ERCEA relies for the purpose of its declaration of assurance essentially on the results
of its ex-ante and ex-post controls and defines its materiality threshold at 2% of the ABB
activity line, in line with Annex 4. Consequently, ERCEA declaration of assurance should
be qualified in the event an amount at risk would exceed the materiality threshold of € 23
million>>, the latter representing 4,5% of 2013 payments against cost statements.
Similarly, a materiality threshold of 2% is applied for the administrative budget,
representing € 0,732°° million.

' The figures in this table include all types of credits (fund sources), like the voted credits and assigned

revenue — refer to Annex 6.3.

> Referring only to 2013 C1 grant payments committed - refer to Annex 6.2.

>3 Referring only to 2013 C1 grant payments executed — refer to Annex 6.3.
Refer to Annex 6.6.

Representing 2% of the 2013 total operational expenditure, i.e. € 1.168,8 Mio - refer to above table.

54
55

>® Representing 2% of € 36,6 Mio- refer to above table.
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Management of human and financial resources by ERCEA

This section reports and assesses the elements identified by management that support
the assurance on the achievement of the internal control objectives. More specifically,
this section covers the AOD's obligation to include in the AAR information on "the
efficiency and effectiveness of the internal control systems, including an overall
assessment of the costs and benefits of controls" (FR art. 66.9). Annex 5 outlines the main
risks together with the control processes aimed to mitigate them and the indicators used
to measure the performance of the control systems.

The ERCEA has set up internal control processes aimed to ensure the adequate
management of the risks relating to the legality and regularity of the underlying
transactions, taking into account the multiannual character of programmes as well as the
nature of the payments concerned. The control objective is to ensure that the ERCEA
specific residual error rate does not exceed 2% on a cumulative basis by the end of the
programme implementation.

The principle of efficiency concerns the best relationship between resources employed
and results achieved. The principle of economy requires that the resources used by the
institution in the pursuit of its activities shall be made available in due time, in
appropriate quantity and quality and at the best price.

The following sub-sections outline, per stage of the "lIdeas" programme implementation,
the indicators used to monitor the effectiveness as regards legality and regularity and
efficiency of the internal control systems, including an overall assessment of the costs
and benefits of controls.

2.1.1  Operational budget's underlying transactions

The implementation of the "Ideas" programme is organised along 4 distinct stages, with
specific control mechanisms in place. Detailed descriptions of the controls in place are
shown in the Internal Control template related to the operational budget (Annex 5.1)

Stage one: Scientific management processes

The scientific management processes encompass the implementation of the peer review
process for the selection of ERC grants, the management of calls for proposals, the
evaluation and selection of proposals as well as the scientific follow up of grants.

Control effectiveness as regards legality and regqularity:

The legality and regularity of transactions related to the scientific management process is
underpinned by the following 2013 results of related key controls:
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ERCEA specific control indicators— Source: AWP 2013

Ineligible proposals (not withdrawn)

Call Target 31/12/2013
ERC-2013StG — Starting Grant
ERC-2013AdG — Advanced Grant 1,3% 1,4%
ERC-2013-CoG — Consolidator Grant

1,3% (target will be revisited when SyG 0
ERC-2013-5yG — Synergy Grant Calls resume in the future) 4,2%
ERC-2013-PoC - Proof of Concept 13%°’ 4,5%

The ambitious target for SyG of 1,3% was set in 2013 based on 2012 results (1,1%)
compared to a target of 5%. It should be noted that this target will be revisited when SyG

call will resume in future®®,

Redress procedure59 31/12/2013
Redress requests % of the proposals received 2,6%
Redress cases which led to re-evaluation (% of proposals received) 0,07%

Number of re-evaluations being successful

The percentage of redress cases number compared to submitted proposals introduced in
2013 remained stable compared to 2012 (2,58%). Although 2 redress cases were
successfully re-evaluated in 2013, these do not reveal any systemic weakness of the
evaluation process, thus do not have any bearing on the assurance.

Ethics review — Source: AWP 2013

Indicator

Target

31/12/2013

% of proposals not granted compliance with ethical rules /
proposals invited to the granting process60

0%

0%

> This target has been revised in the Annual Work Programme 2013 following a high result of ineligible
proposals experienced in 2012 (20% for PoC 1 and 11,6% for PoC 2). Further to the related 2013, this
target has been revised in the AWP 2014 to 6%.

58
59
Please refer to Annex 7.1.
60
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The draft AWP 2014 does not foresee a Synergy Grant call.

For details related to the ethics review, please refer to Annex 7.2.
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Research Family harmonised KPls 31/12/2013

% of number of calls successfully concluded / number of calls planned in MP/WP 100%

% of budget value implemented / budget allocated (commitments from caIIs)61 100%

% of number of successful redress challenges / total number of evaluated proposals® | 0,02%

Overall, the control results shown above do not reveal any systemic weakness of the
process, thus positively support the declaration of assurance.

Control efficiency and cost-effectiveness of controls:

The efficiency and cost-effectiveness of transactions related to the scientific management
process is underpinned by the following 2013 results of related key controls:

ERCEA specific control indicators Target (AWP 2013) | 31.12.2013

160 days (AWP)
Average time to inform applicants (FR 128.2) 163 days
<180 days (FR)

Time to appoint experts 30 days 16 days

Time to pay experts 21 days 16,7 days
2012 calls: 52
days

Time to ethics clearance 66 days
2013 calls: on-

going (23 days)

StG2013: 2,4
StG, CoG, & AdG

2013: 2 CoG2013:2,9

Overall average number of remote referee reviews per o
proposal SyG2013: 4
PoC 2013:n/a SyG2013:4,4

PoC 2013: n/a

The above shown “average time to inform” covers the 3 core calls® as they have a similar
scheme, characterised by a 2 step evaluation, a remote phase and panel meetings, whilst
the PoC call has a very different scheme structure with 2 deadlines, 1 remote step and no
panel meeting. Finally, the Synergy call presents also a different scheme structure (2

®. Defined as the % of execution of L1 commitments (see Annex 6.1: indirect L2 (B) + direct L2 (G)/ Total

credits (A)).

%2 For further details please refer to Annex 7.1.

% Core calls are the Starting, Consolidator and Advanced Grant.
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steps with 2 sub-steps); furthermore, this call will be discontinued in H2020 until further
decision of the Scientific Council.

As explained above in the executive summary®, the “average time to inform” slight
deviation does not adversely impact the declaration of assurance, as it represents only
1,8% (i.e. 3 days) to be considered in the perspective of the 2013 number of submitted
proposals of 9.410, which increased by 33,5% in 2013 compared to 2012.

Research Family harmonised KPI 31/12/2013

Average evaluation cost per proposal (external experts paid/ total number of

€994,97
proposals evaluated)

Overall, the control results shown above do not reveal any systemic weakness of the
process, thus positively support the declaration of assurance.

Average evaluation benefit per proposal:

In terms of costs/benefits analysis of certain controls, it has to be kept in mind that while
most costs of controls are quantifiable in monetary terms, most of their undeniable
benefits are not. The controls related to the scientific evaluation ensure that the most
meriting projects are funded, following the sole criterion of “excellence” and allowing
ERCEA to fulfil its mission statement and operational objectives.

Stage two: Grant preparation and signature

Stage two encompasses the preparation of grant agreements up till the time of signature
of those agreements. In addition to the Internal Control and Management Control
Systems in place for the entire Framework Programme 7, controls are implemented by
the ERCEA taking into account the specificity of the "ldeas" Specific Programme, namely
the fact that the projects are driven by Principal Investigators, in the majority of cases
mono-beneficiary grants. Moreover, it should be underlined that the grant preparation
and signature process does not entail any negotiation on the maximum financial
contribution, as this is part of the grant award decision. Starting Grants may be awarded
up to € 2,0 Mio per grant (normally up to € 1,5 Mio per grant) and Advanced Grants up to
a maximum of € 3,5 Mio per grant (normally up to € 2,5 Mio).

Control effectiveness as regards legality and reqularity:

The legality and regularity of transactions related to the grant preparation and signature
process is underpinned by the following 2013 results of related key controls:

ERCEA specific control indicators 31/12/2013

% Refertop. 8.
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% of exclusion from granting process following financial viability checks 0,0%

% of weak financial viability checks / total financial viability checks 9,1%

The financial viability of beneficiaries (Host Institutions which are non-public bodies and
non-higher education establishments, as well as any such other beneficiary which applies
for a financial contribution in excess of € 500.000) is checked according to the common
FP7 procedure.

In 2013, 110 financial viability checks were performed which concerned 55 beneficiaries,
none of which resulted in an exclusion from the granting process. In five cases, the result
was "weak" and these were flagged for an ex-post control audit.

Furthermore, the EWS check is formally signed off during the preparation of the
individual commitment, in accordance with Art. 77.1 FR. In case of warning, the individual
commitment file includes due justification. One beneficiary was flagged in the EW, but
not at a level deemed to suspend commitments.

Control efficiency and cost-effectiveness of controls:

The efficiency and cost-effectiveness of transactions related to the grant preparation and
signature process is underpinned by the following 2013 results of related key controls:

Research Family harmonised KPIs®® 31/12/2013

Average "time to grant" (FR 128.2: <90 / AWP 2013: 105 days) 117 days

The "time to grant" targets introduced by the new FR only apply to calls launched in
2013. Grants signed in 2013 refer to calls launched in 2012, therefore the new FR target
does not apply for the calls reported in this AAR. Instead the 2012 target should be
retained: target of 365 days for the “time to contract from call deadline to signature of
grants” and target of 105 days for the “time to contract from invitation to signature of
grants”. “Time to grant” results are explained above under Part 1.2.1.

The above reported average “time to grant” covers the stages of negotiation to grant
signature, as defined in the Research family system CPM. Considering the time from call
deadline to signature of grants, the overall average "time to grant" is 348 days on a
multiannual basis and 358 days on a yearly basis (2013), benchmarked against a target of
365 days.

Benefits of controls embedded in ERCEA grant preparation and signature process are not

% Asa specificity of the "ldeas" Programme, the level of the maximum EU contribution is set as a result of

the evaluation process and proposals retained for funding do not subsequently go through a
negotiation process. Therefore, the % of reduction in the EU contribution as a result of a negotiation
process is not retained by the ERC as a meaningful indicator.
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guantifiable, as the latter does not entail any negotiation on the EU contribution to the
contrary of other Research family entities. However, it is undeniable that these controls
are necessary to ensure the process complies with rules and regulations and that
researchers are provided on time with a sound legal framework to conduct their research
projects.

Stage three: Grant implementation

Key Controls are in place to ensure sound financial management of the grant
implementation from pre-financing, subsequent interim payments through the life-time
of the projects, to the final payment, follow-up of ex-post control audits and the
implementation of audit results including extrapolation cases. The controls performed
under this stage are carried out at the level of each operation and are described in more
detail as follows:

Control effectiveness as regards legality and reqularity:

The legality and regularity of transactions related to the Grant implementation process is
underpinned by the following 2013 results of related key controls:

ERCEA specific control indicators

Rejection of interim and final payment Number of % of ineligible costs on
) Amount 66

costs Invoices total declared costs

Total declared cost 1.761% 705.366.296,24 | n/a

Of which Ineligible costs declared® 245%° 4.642.541,34° | 0,7%

The volume of the Certificate on Financial Statements (CFS) submitted in 2013 reached a
coverage of 53% (968) on the total number of transactions (1.833)"" and covering 67% of
the accepted amount.

% Covering ex-ante rejections by Financial Officers and independent certified auditors (CFS).

" The number of invoices refers to the invoices validated in step 2 (Fin100). As not all of them have been

paid in 2013, this number cannot be directly compared with the 1654 payments done as shown in Part
1.2.2.

Ineligible costs as identified in the recovery context of the respective cost claim (e.g. independent
controls, community controls/desk checks and on the spot).

68

6 Including 13 cost claims received in 2013, but not yet paid declaring in total ineligible costs of €

1.330.523,02.
4.638.470,94 € (242 invoices) according to table 8 of the Annex 3: the difference is due to corrections on
three invoices done in January 2014 and taken into account in the table 8.

70

"t The coverage provided by the CFS refers to Interim and Final payments paid in 2013, including the

payments, which have been cleared (zero-payments) and therefore it deviates neither from the total
transactions reported nor with number of invoices reported.
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The ERCEA applies as all other FP7 DGs liquidated damages on detected overstatements
in paid cost claims. This practice has a dissuasive effect on the beneficiaries and
contributes to more care put into the preparation of Financial Statements. In 2013, for 10
projects liquidated damages amounting to € 48.318,07 have been imposed.

By the end of December 2013, 2 pre-financings, showing a low EWS warning level, were
executed as indicated in the notes to the accounting officer of DG BUDG.

In addition to the above controls, the local IT tool (CPAY), which is “managing” the Grant
Implementation process, is providing additional controls in line with the established
checklists for each type of transaction. Furthermore, the application is synchronised with
the ABAC workflow and thus provides a reliable database, allowing for comparable and
monitoring reports to be drawn.

Research Family harmonised KPls 31/12/2013

% and value of errors detected through the ex-ante desk checks’? / total value of

R 0,12% (€ 867.059,89)
cost claims

Control efficiency and cost-effectiveness of controls:

The efficiency and cost-effectiveness of transactions related to the Grant implementation
process is underpinned by the following 2013 results of related key controls:

ERCEA specific indicators — Source: AWP 2013 Target 31.12.2013
Time to pay Pre-financing 100% within 20 days 93,1%
Time to pay interim payments 100% within 90 days 100%
Time to pay final payments 100% within 90 days 100%

As explained under Part 1.2.1 above, the slight deviation of the "time to pay" regarding
pre-financing concerned only few transactions and did not result from inefficiencies in
the related payment process. Therefore, the deviation has no adverse impact on the
declaration of assurance.

Research Family harmonised KPls 31/12/2013

15,1 days (98,6% on

Average time to pay (% on time) (FR 92.1)73 time [<30/90])

Average project mngt cost per running* project (staff FTE * standard staff cost)”® | 2.003,96

72 Resulting from ex-ante checks performed by Financial Officers (in-house) only.

7 Average time to pay for pre-financings, interim and final payments. For details per payment type, please

refer to section 1.2.2 above.
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(ALL projects - Range of € 5.000 — 10.000)

Average number (Range of 15 — 35) & value of running projects managed 'per’ 56,86
staff FTE”* (Range of € 1 Mio — 50 Mio) € 98,89 Mio

Average project management benefit per project:

As stated above, the main aim of this stage is to ensure the sound financial management
of the grant implementation throughout the life-time of the projects, as well as to
monitor their scientific progress. Although some benefits are quantifiable (as shown by
the low error rate presented in the table above), these are affected by the deliberate
limitation of the depth of the ex-ante controls as part of the overall control framework,
as established by FP7, as well as by efforts to simplify and minimise the administrative
burden on beneficiaries. Finally, the necessity of these controls is undeniable as they
provide assurance as regards the sound financial management of the operational budget
and the timely provision of financial means to beneficiaries allowing them to conduct
their research in line with the grant agreements’ provisions.

Stage four: Ex-post controls”

Control effectiveness as regards legality and reqularity:

The ERCEA implements and reports on both its own ex-post control approach and on the
FP7 Common Representative audit Sample (CRaS), in line with the FP7 Common Audit
strategy.

The ERCEA implements its own ex-post controls approach — so-called “corrective strand”
— as to provide assurance to the Authorising Officer by Delegation on the ERC specific
population on the legality and regularity of underlying transactions. The FP7 CRaS serves
a different purpose and is designed to give assurance at the level of the whole FP7.

ERCEA specific ex-post control approach: “Corrective strand”

The ERCEA specific error rate resulting from the “corrective strand” derives from the
results of two ERCEA specific samples. First, the MUS sample (former representative
sample) is selected on the basis of a statistical sampling method (Monetary Unit
Sampling) and consists on auditing 162 sampled items.

Second, the risk based sample derives from Top 100 beneficiaries (representing around
70% of the contracted budget so far) and a risk analysis considering beneficiaries with a
higher risk profile”®.

" FTE’s accounted for are the staff intervening in the grant execution and monitoring process taking into

account their contribution to the process and their work pattern. Running projects are those related to

commitments with completion flag set to “no” in ABAC.

> Details on the ex-post controls audit plan execution are shown in Annex 7.3.

76 Targeting the financial management of the Host Institutions and their management of EU grants.
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Indicators related to ERCEA specific ex-post control strategy “Corrective strand”

. 2013 2009-2013
Financial Statements audited
Amount in € Number | Amountin € Number
Total cost accepted by Financial officers
.714. 2 1 144.627.228,1 42
(€) on audited FS — Audited amount €68 >86,0 89 € 6 813 ?
Thereof audited as part of the
representativeltUS sampleltus) € 5.988.308,94 17 € 37.348.944,23 96
Thereof audited as part of the risk | o o ;5057708 | 172 €107.432.485,34 | 333
based sample
Total adjustments”3 in favour of the
ERCEA (€, only negative) €574.345,78 56 €1.981.911,49 141
On the representative MUS sample € 27.459,78 2 €478.875,03 28
On the risk based sample € 546.886,20 54 € 1.503.036,45 113
ERCEA Specific Error rate” (%) 1,16% 189 1,83% 429
Of the MUS sample® 0,54% 17 1,35% 9
Of the Risk based sample 1,22% 172 1,96% 333
ERCEA Specific Residual Error rate (%) - - 1,23% -

The most common errors are usually found in personnel costs, namely incorrect
methodology used to calculate the hourly rate and incorrect productive hours or
incorrect reported hours devoted to ERC projects. Other common errors include lack of
supporting documents (invoices, timesheets...), costs claimed outside of the eligibility
period, VAT included, costs not relevant to the project and non-compliance with EU
public procurement principles.

FP7 Common Representative audit Sample (CRaS)

Since the adoption of the Common Representative audit sample (CRaS) by the

7" One audit can consist of one or several financial statements, depending on different audit strategies and

samples (based on cost-effectiveness and risk). As we report on the basis of those audit strategies &

samples, we have to report on the basis of the number of financial statements audited.

78 Adjustments correspond to findings from auditors against costs accepted by the financial officers.

Implementation of these findings may lead to different figures (offsetting, extrapolation, materiality
threshold...).

Defined as the sum of all negative detected error rates of closed corrective audited financial
statements, divided by the number of closed corrective audited financial statements.

This MUS sample consists of 162 items of the ERCEA population. We have closed 96 items by
31/12/2013. It is defined as the sum of all negative detected error rates of closed MUS sample audited
financial statements divided by the number of closed MUS sample audited financial statements.

79

This error rate is calculated on the basis of the formula detailed in Annex 4.
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Commission’s ABM Steering Committee in 2012, the sampling and co-ordination of
results is done under the control of DG R&I and related audits are performed by the
various FP7 managing bodies, including the ERCEA.

As well as giving a harmonised picture across the services, this Research family strategy
has allowed the services to avoid repeat visits to the same beneficiary, meaning a
significant reduction in the audit burden, especially for large beneficiaries.

The FP7 Common Representative Error Rate drawn at the level of the FP7 programme for
all financial statements submitted until 31/10/2011 included 5 ERC financial statements
out of 162 sampled items:

Research Family harmonised indicators 31/12/2013
Detected error rate from a representative sample (CRaS)*> 4,14%
Residual error rate (CRaS)* — ( including 5 ERC Financial statement) 2,52%

Value of corrections 'made’, by implementing and extending audit results, by

€1.751.633,44
recoveries (ABAC) or offsetting (local PM system) !

Value of recoveries as per the "Comm. on the Protection of EU financial interests" | € 4.638.470,94

Overall, on a cumulative basis until 31/12/2013, audit findings resulting from in-house
and external ex-post controls have been implemented to 96,6%, either by offsetting or
recovery orders.

ERCEA specific representative MUS Sample

To conclude on the legality and regularity of transactions, ERCEA cannot rely only on the
common approach of the CRaS, since our share of 5 items in this common representative
sample of 162 represents 3%. Thus, ERCEA has implemented its own ex-post controls
representative indicators to provide assurance to the Authorising Officer by Delegation
on the ERC specific population, using a ERCEA specific MUS sample.

Although the completion of this specific ERCEA MUS sample is not yet fully statistically
representative to draw the final conclusion, because only 96 out of 162 items of ERCEA

8 The FP7 Common Representative audit sample Error Rate (CRaS Error rate) is the sum of all negative

detected error rates of closed representative audited financial statements in the Common sample
drawn from the whole FP7 population amongst the Research family (162 items in total, only 5 from
ERC), divided by the number of closed representative audited financial statements (156 results by the
end of December 2013).

8 The FP7 Residual error rate, specific to each DG/EA, is calculated on the basis of the Common
Representative audit Sample error rate (CRaS Error rate) and it is defined as the level of errors which
remain undetected and uncorrected at the end of the FP7. Please refer to Annex 4 for formulas and
explanations.
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population only are closed as of 31/12/2013 (with a representative error rate of 1,35%), it
is nevertheless reasonable to expect that the final residual error rate based on ERCEA
MUS sampling would stay below the 2% materiality threshold. As of 31/12/2013, this
ERCEA-MUS-based residual error rate amounts to 1,23%%*.

Moreover, ERCEA specific error rate is lower than the FP7 Common Representative Error
Rate. This confirms the lower inherent risk profile of ERC grants, as compared to the rest
of the FP7. This is due to some specificities in the "ldeas" programme, such as ERC grants
being mono-beneficiary, beneficiaries being mostly large research institutes with well-
established internal controls on financial reporting (e.g. no SMEs, few newcomers to the
programme, mostly public bodies), and simplification inherent in the programme design
(e.g. flat-rate overheads), as well as reinforced ex-ante controls. Moreover, an analysis of
10 most recurring errors identified for mainstream FP7 spending demonstrates that many
of them have no relevance to the ERC grants which are subject to different financing
modalities (e.g. use of flat rate of 20% for indirect costs, which contribute to 31,7% of
errors found in FP7). In addition, the analysis on FP7 errors by beneficiaries shows that
financial statements from SMEs and newcomers (the number of which is very limited in
the ERC population) are more error-prone with an error rate more than double compared
with other categories of beneficiaries.

Control efficiency and cost-effectiveness of controls:

The efficiency and cost-effectiveness of transactions related to ex-post control is
underpinned by the following 2013 results of related key controls:

Research Family harmonised indicators 31/12/2013

-72
- So far, 31,68% of our
Number of audits performed® (+ % of beneficiaries & value coverage® — sanaTaRrEs heve beam

cumulative figures) audited at least once for
a value coverage of
8,77%".

Total & Average ex-post audit cost in-house (FTE * standard staff cost) and/or €1.574.177,07 - total
outsourced (audit fees paid) € 21.863,57 - average

The non-quantifiable benefit of ex-post control auditing is its inherent deterrent effect, as
beneficiaries will take extra care over the preparation of their cost claims knowing that

8 We use the formula described in Annex 4 to calculate this residual error rate, based on our specific

representative MUS sample error rate of 1,35%.
This number refers to the total number of audits closed in 2013 by the ERCEA Ex-Post Controls Unit,
steaming from the corrective strand (ERCEA "CRaS" audits were closed at the end of 2012).

85

8 Only on the basis of the financial statements submitted by the Host Institutions and accepted by ERCEA.

8 Closed audited amount out of the total submitted amount (€144.627.228,13/€ 1.647.983.023,97).
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on the spot audits may follow. Ex-post control audits also result in reducing the exposure
to future errors, thanks to guidance provided to audited beneficiaries. Furthermore,
results of ex-post control provide a valuable feedback regarding the effectiveness of ex-
ante controls. Finally, the experience of ex-post control auditors on the ground has been
important in many improvements proposed in the legislation and rules for Horizon 2020.
For example, one of the drivers for a flat rate of indirect costs was the regular
identification of errors in the use of real indirect costs, and the understanding of the
complexities of real indirect costs for participants.

Overall conclusion on the cost-effectiveness of controls

Research Family harmonised indicators (all stages combined) 31/12/2013

Total cost of fin. management & control®/ total value of operational payments made 3%

Based on the analysis of the controls’ cost-effectiveness an overall positive conclusion
can be reached.

Indeed, during the reporting year, the total cost of financial management and control (i.e.
operating budget) compared to the operational cost represented 3%, which is very low.

However it is more accurate to consider administrative and operational commitments
rather than payments, which results in a 2.27%, as the administrative budget is executed
over two years. Moreover operational payments appropriations were not made available
up to the level of what the ERCEA could have spent and some provisions needed to be
taken in order to report year end operational payments to the following years®.

In addition, there are a number of non-quantifiable benefits resulting from the controls
operated during the each of the control stages. As regards the scientific evaluation (stage
1), the controls ensure that the most meriting projects are funded, following the sole
criterion of “excellence” and allowing, together with the 3 further stages ERCEA to fulfil
its mission statement and operational objectives. The controls of the grant preparation
and signature (stage 2) and of the grant implementation (stage 3) ensure the full budget
execution as well as the legality and regularity of transactions of respectively grants and
payments. Also, ex-post controls (stage 4) measure the effectiveness of ex-ante controls,
provide the highest level of assurance regarding the legality and regularity of payments
and has an inherent deterrent effect, as beneficiaries will take extra care over the
preparation of their cost claims knowing that on the spot audits may follow.

To further support the efficiency of its internal control system ERCEA has defined
efficiency indicators for the controls associated with the main core processes, which all

® For a nearly 'pure' grant management DG/EA, this is approximated by comparing the

administrative/operating budget (€ 40.092.000, see Annex 6.6) to the total operational budget (€
1.762.521.533, see Annex 6.2).

8 Refer to Annex 6.7
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ensure that applicants benefit of being swiftly informed about the outcome of their
submitted proposal and grantees of being rapidly provided with the legal and financial
means to conduct their research project.

Finally, ERCEA considers that the necessity of all these controls is undeniable, as the
totality of the appropriations would be at risk in case they would not be in place.

2.1.2  Administrative budget's underlying transactions

All transactions on the administrative budget are verified by a financial verifying agent
and all errors detected are corrected. In 2013, 3,5% of the payments and 4,9% of the
commitments have been rejected for correction (SC — Refusal for correction' visa in
ABAC).

The errors were mainly of three types: calculation mistake (mainly due to exchange
rates), user reference or message to beneficiary not precise enough (transaction correct
but insufficiently explained) and incorrect bank account (mostly when the supplier has
several bank accounts).

Financial errors: only exchange rate errors on experts or candidates cost claims: + or -,
only € cents. No reputational errors. Even though the impact of the errors detected is
very limited, the control is imposed by the FR for payments where we have only the two
actors (IA+VA/AO) for most of the transactions.

The ERCEA has issued 29 recovery orders in 2013, for a total amount of € 40,4 Mio®, all
of them except 3 have been cashed. Out of these 29 RO, 3 were for the cash paid by the
EC, 4 for interests paid by the bank and 16 for salary regularization with other EU
institutions. In 2013, 2.175 payments were made on the administrative budget
(compared to 2.647 in 2012), out of which 19 were paid late (24 in 2012). This represents
a rate of 0,9% as in 2012 (2,2% in 2011).The "average time to pay" was of 11,3 days (13,3
days in 2012).

As regards procurement, the files initiated in 2013 by operational and horizontal units,
representing 519 "transactions", were all verified by the ERCEA procurement cell which
gives ex-ante VISA for the main transactions related to public procurement procedures in
order to provide the necessary guarantees regarding their legality and regularity.

Although a number of compliance errors (estimated to 144) were identified during the
ex-ante checks (such as erroneous templates used, missing supporting documents, errors
in contracts and annexes not in line with tender specifications, etc. ), all were corrected
during the ex-ante verification phase. No reputational issue- the materialization thereof
would have seriously impaired the application of the principles of “open, fair, transparent
competition” and “award to the best qualified bidder”®* — was identified. The correction

% 40,3 Mio according to table 7 of the Annex 3: the difference (0,1 Mio) is due to the 'hors' budget

recovery orders (salary regularization) not taken into account in this budgetary table.

1 Serious infringements, considered by ECA as 100% errors, are: (i) no or restricted tendering for main or
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of these errors allowed ensuring the legality and regularity of procurement operations.
Finally, it should be noted that so far no complaint, or litigation case was received by the
ERCEA and no tender cancellations were recorded.

In order to avoid the recurrence of such mistakes, corrective actions have been
implemented, including the close cooperation with and assistance to operational and
horizontal units for the preparation of the tender documents, the provision of legal and
financial advice in the preparation of tender specifications.

The results of the accounting quality checks showing an error rate of 1,45%% in 2013,
which is immaterial considering their nature, thus does not impair the true and fair view
of the accounts™.

2.1.3 Fraud prevention and detection

ERCEA has developed in 2011 its anti-fraud strategy as foreseen in the Commission’s
overall anti-fraud strategy®, which has been revised in 2013 as to align to OLAF
methodology. Resulting measures with year-end 2013 as target date have been
implemented, but one.

The revised strategy provides a framework for addressing fraud and defines key
objectives, reflecting the priorities established by the ERCEA and complemented by an
action plan. To establish its revised strategy, the ERCEA has implemented OLAF's
“Methodology and guidance for DGs’ anti-fraud strategies”®”, thus covering all stages of
the anti-fraud cycle (prevention, detection, investigation and corrective measures), and
all ERCEA operations related to its operational and operating budgets, including
operations without any direct financial impact. Furthermore, the revised strategy reflects
the results of ERCEA's fraud risk analysis®® which resulted in the identification of specific
ERCEA fraud patterns and of mitigating measures in place, allowing drawing five
objectives to focus on as to mitigate ERCEA exposure to fraud.

Further to the revision of the strategy, 4 resulting measures with target date year end
2013 have been implemented, including the setup of a fraud reporting channel on the
ERC website. The planned measure regarding the design of an ERCEA comprehensive
fraud and irregularities register has been postponed to 2014. However, various

supplementary contracts (except where explicitly allowed by the legal framework); (ii) inappropriate
assessment of bids affecting the outcome of the tender; (iii) substantial change of the contract scope;
(iv) splitting of contracts in order to bring projects below the thresholds although they are related to the

same economical objective(s).

92 please refer to Part 1.3.

% Pplease refer to Annex 7.4.
* COM(2011) 376 24.06.2011.
% Ref. Ares(2013)859571 —13/07/2012, see Methodology and guidance for DGs’ anti-fraud strategies.

Embedded in ERCEA risk management process.

96
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alternative mechanisms are in place to report and monitor potential fraud and
irregularities, as to support the declaration of assurance. Finally, no case was reported to
and from OLAF/IDOC during this reporting year.

Budget implementation tasks entrusted to other services and
entities

Not applicable to the ERCEA in 2013.

Assessment of audit results and follow up of audit
recommendations

This section reports and assesses the observations and conclusions reported by auditors
which could have a material impact on the achievement of the internal control
objectives, and therefore on assurance, together with any management measures taken
in response to the audit recommendations.

The European Court of Auditors performed an audit on the ERCEA's 2012 accounts in
February 2013. The final report of the auditors was received in November 2013 giving a
favourable opinion on the legality and regularity of transactions and on the true and fair
view of the accounts. In the same report, ECA challenged the low number of ex-post
control audits closed under the "common ex-post audit strategy". This was due to the
fact that audit campaigns for agencies started a little later than foreseen in the audit
strategy and resulted in targets for closing audits not being met at the end of 2012.
However, as the number of audits launched is in line with the targets, ERCEA is confident
that those related to the r closure of audits will be met by the end ofFP7.

IAO issued a final audit report on the FP7 payments on 18" December 2013 concluding
that the internal control system in place allows giving reasonable assurance. Ten audit
recommendations were issued, three of which assessed as “very important”97 but
requiring only actions for improvements. Moreover, these do not raise any assurance
implication, as related risks have not materialised during the reporting year. The ERCEA
has finalised the action plan end of January 2014. Moreover, a final audit report on the
business continuity planning was issued on 30™ January 2014.

As to recommendations resulting from IAO audits performed in 2012, significant progress
has been made, as the follow-up of audits on the assurance process, the grant
management, the ethical review management and the administrative budget were
considered closed by IAO at year end 2013. In addition, the follow-up of the

7 Concerning the ex-post control strategy — corrective strand 2010, the scientific follow up objectives’

clarification and improvements to strengthen the anti-fraud strategy.
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communications audit assessed all recommendations as completed, except one
“important” audit recommendation related to the improvement of the reporting on
communication’s objectives and KPIs in the AAR. According to management, the
recommendation has been addressed at year end. The follow-up audit performed in 2013
on the evaluation of proposals audit of 2012 is considered closed except for two
recommendations (out of 12 issued), including one “very important”. The latter concerns
the controls of the panel’s work (e.g. IT checks) and it is expected to be fully implemented
by the second quarter of 2014.

The IT governance (2011) audit was subject to a follow-up audit in 2013. In its
conclusions issued on 12 December 2013, IAO confirmed the three audit
recommendations previously classified as “very important” as open while downgrading
two out of three recommendations to “important”. The open audit recommendation
rated as “very important” relates to the IT project management methodology (e.g. the
RUP@methodology). Regarding this last recommendation, it should be noted that
diverging views arose between ERCEA management and the auditors about the level of
detail with which the project management methodology should be implemented. The
auditors and ERCEA IT Department will work together closely in 2014 to reach an
agreement on the appropriate level of implementation of the recommendation.

Overall, based on the above reported 2013 internal audit results, no serious weakness
has been identified which would adversely impact the 2013 declaration of assurance.
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3. ASSESSMENT OF THE EFFECTIVENESS OF
THE INTERNAL CONTROL SYSTEMS

The Commission has adopted a set of internal control standards, based on international
good practice, aimed to ensure the achievement of policy and operational objectives. In
addition, as regards financial management, compliance with these standards is a
compulsory requirement.

ERCEA has put in place the organisational structure and the internal control systems
suited to the achievement of its operational and its control objectives, in accordance with
the standards and having due regard to the risks associated with the environment in
which it operates.

The 2013 management assessment of the effectiveness of the internal control systems
has been performed early 2014 using a questionnaire covering all internal control
standards. Furthermore, the assessment questionnaire also required management’s
confirmation of the completeness of the register of exceptions and non-compliance
events, of the reporting on internal control weakness register and of unreported
potential irregularities or fraud. Management assessed ERCEA internal control systems to
be highly effective and the registers of exceptions & non-compliance and of internal
control weaknesses did not reveal anything impairing the assurance.

In addition, the effectiveness of the internal control system’s was monitored throughout
the year by the monthly internal scorecard, the risk management process — including the
bi-update of the related action plan and the quarterly monitoring of the implementation
of audit recommendations. To note that full compliance was achieved thanks to the
adoption in December 2013 of ERCEA Guidelines on Sensitive functions, as reflected in
the latest quarterly update of the Internal Control Standards action plan.

In 2013, the ERCEA continued his efforts to reinforce its internal control system in place,
in line with its 2013 prioritised ICS, which targeted the strengthening of ERCEA internal
control environment®, which sets the “tone” for an organisation, thus being the
foundation of any internal control system.

In this respect, the ERCEA organisational values (ICS 2)have been identified®, reflecting
the results of the ERCEA—wide survey launched in September (participation rate of 77%),
the discussions of dedicated staff members'® from all Departments and Management
team votes. Further to these inputs, the ERCEA organisational values are: Commitment,

98 . . . .
The internal control environment reflects management’s attitude, awareness and actions as regards the

importance given to risk management, internal control and governance. Control environment factors
include ethical and organisational values (ICS 2), competence and development of personnel (ICS 4),
management’s risk management philosophy (ICS 6) and the way management assigns authority and
responsibility (ICS 7).

In line with ERCEA AWP 2013 prioritised ICS 2.

About 70 staff members participated.

99

100
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Continuous Improvement and Integrity. It should be noted that, as voiced by staff,
“Continuous Improvement” encompasses the additional dimensions of Efficiency &
Creativity and “Integrity” includes those of Honesty & Respect. Looking ahead, actions to
bring these core values alive will be designed together with all staff.

Also, the ERCEA Inventory of the sensitive functions (ICS 7) has been established in
compliance with ERCEA Guidelines on sensitive functions and both were adopted on 19
December 2013, thus lifting the outstanding partial compliance of ICS 7 “operational
structure”. Furthermore, the inventory describes for each function the risk of staff
misusing its power for personal gains due to a high degree of autonomy and/or decision-
making influence. It also reflects for each function measures in place to mitigate the risk,
thus ensuring the effective management of sensitive functions identified. This analysis
resulted in qualifying as sensitive the functions of ERCEA Director and Heads of
Department.

Finally, awareness raising actions targeting ERCEA’s internal control correspondents’
network and management were performed as to further clarify the reporting of internal
control weaknesses (ICS 12).

In conclusion, the internal control standards were effectively implemented in 2013.
Despite the level of compliance and effective implementation achieved in 2013,
management takes the view that additional measures are necessary as to complement
the focused progress made to date. This includes the strengthening of deputising and
back up arrangements in certain areas as to ensure the continuous effectiveness of the
decision making process and of the internal control system (ICS 7 "Operational
structure") and where appropriate the revision of processes and procedures in the light
of the implementation of Horizon 2020, of process simplification required by the new FR
and the reorganisation of Departments and workflows (ICS 8 "Processes and
procedures").
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4. MANAGEMENT ASSURANCE

This section reviews the assessment of the elements reported in Parts 1, 2 and 3 and
draw conclusions supporting of the Declaration of Assurance and namely, whether it
should be qualified with reservations.

Review of the elements supporting assurance

The information reported in Part 1, 2 and 3 above covers both the operational and
operating budgets managed by the ERCEA in 2013 and supports the five statements of
the Declaration of Assurance.

Indeed, management’s assessment provides the results of key indicators related to the
budget execution addressing the statement on the “use of resources for the intended
purpose”’®. It further assesses using control indicators the “sound financial
management” and the “legality and regularity of underlying transactions” per process

stages102 and reports on measures implemented to prevent, detect and correct fraud™®.

As demonstrated throughout the report, the results of performance and control
indicators positively support the 5 statements of the declaration of assurance. Although
few indicators’® relating to the efficiency component of the sound financial
management'® and to the legality and regularity of underlying transactions'®, show
slight deviations from targets, these do not impair the declaration of assurance. Indeed,
the observed deviations, caused by few occurences, are mainly explained by the very high
increase in volume of transactions. Also, the assessment of the internal control system, as
well as the overall assessment of the cost benefit of controls, resulted both in a positive
conclusion. Last but not least, fraud prevention and detection mechanisms in place did

not reveal anything that would adversely impair the declaration of assurance.

In addition, the report has been prepared with the objective of providing the reader with
reliable, complete and correct information on ERCEA state of affairs for the reporting
period (“true and fair view”). Finally, it does not knowingly contain any material
inaccuracy or omit any significant information. Management confirms the non-
occurrence in 2013 of any significant weakness or reputational event that would have
adversely impacted the assurance provided below.

In conclusion, management has reasonable assurance that, overall, suitable controls are
in place and working as intended; risks are being appropriately monitored and mitigated;

1 part 1.2 and 1.3.

Part2.1.1and 2.1.2.
Part 2.1.3.
Out of the 34 performance and control indicators reported, only 5 slightly deviated from related targets.

102
103
104

105 pefer to Part 1 for details on following indicators: time to inform, time to contract, time to pay and time

to amend.

106 Refer to Part 2 for the “ineligible proposals” indicator.
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and necessary improvements and reinforcements are being implemented. The Director,
in his capacity as Authorising Officer by Delegation for the operational budget and as
Authorising Officer for the operating budget, has signed the Declaration of Assurance.

Reservations and overall conclusion on assurance (if applicable)

None.
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Declaration of Assurance
I, the undersigned,
Director of the European Research Council Executive Agency

In my capacity as authorising officer for the operating (administrative) budget and
authorising officer by delegation for the operational budget

Declare that the information contained in this report gives a true and fair view"?.

State that | have reasonable assurance that the resources assigned to the activities
described in this report have been used for their intended purpose and in accordance with
the principles of sound financial management, and that the control procedures put in
place give the necessary guarantees concerning the legality and regularity of the
underlying transactions.

This reasonable assurance is based on my own judgement and on the information at my
disposal, such as the results of the self-assessment, ex-post controls, the work of the
internal audit capability for years prior to the year of this declaration.

Confirm that | am not aware of anything not reported here which could harm the interests
of the European Research Council Executive Agency or those of the Commission.

Brussels, 28 March 2014

[Signed in ARES]

Pablo Amor

97 Trye and fair in this context means a reliable, complete and correct view on the state of affairs in the

service.
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& Ref. Ares(2014)973531 - 28/03/2014

ERCEA AAR 2014 — ANNEXES

ANNEX 1: Statement of the Head of Resources and Support

| declare that in accordance with the Commission’s communication on clarification of the
responsibilities of the key actors in the domain of internal audit and internal control in the
Commission’, | have reported my advice and recommendations to the Director on the overall
state of internal control in the ERC Executive Agency.

| hereby certify that the information provided in Parts 2 and 3 of the present AAR and in its
annexes is, to the best of my knowledge, accurate and exhaustive.

Date, 28 March 2014

[signed in ARES]

Georges Eric Te Kolste
Head of Department D Resources and Support

Internal Control Coordinator

! SEC(2003)59 of 21.01.2003.

ercea aar_ 2013 final _annexes Page 1



ANNEX 2: Human and Financial resources

2.1. Human resources by ABB activity
Human Resources by ABB activity
Code ABB . . Establishment External
. . ABB Activity Total
Activity Plan posts Personnel
Management of the
08.10 : 99 280 379
Ideas Programme
2.2. Financial resources — Implementation of the ERCEA's operating
(administrative) budget
APPROPRIATIONS 2013 (C1) APPROPRIATIO(I\ICS8)carr|ed forward
%
. Amount of implementation
. Available . .
Budge Budget line approoriations Commitments Payments appropriations on
tline description PP 2213 2013 2013 carried forward appropriations
from 2012 carried forward
from 2012
Title 1 Staff . 26.474.660,00 | 25.304.197,37 |25.011.765,80 245.526,68 90,17 %
expenditure
Infrastructure
Title 2 | and operating | 13.617.640,00 | 13.410.390,94 |11.611.489,77 1.965.772,98 93,93 %
expenditure
TOTAL 40.092.000,00 | 38.714.588,31 |36.623.255,57 2.211.299,66 93,51 %
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ANNEX 3: Draft annual accounts and financial reports

3.1.

Financial reports — Operational Budget

Annex 3 Financial Reports - DG ERC - Financial Year 2013

Table 1 :

Commitments

Table 2

: Payments

Table 3

: Commitments to be settled

Table 4 :

Balance Sheet

Table 5:

Economic Outturn Account

Table 6

: Average Payment Times

Table 7

> Income

Table 8

: Recovery of undue Payments

Table 9: Ageing Balance of Recovery Orders

Table 10

: Waivers of Recovery Orders

Table 11

: Negotiated Procedures (excluding Building Contracts)

Table 12 :

Summary of Contracts (excluding Building Contracts)

Table 13 :

Building Contracts

Table 14 :

Contracts declared Secret
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08 0810 |[ldeas 1.766,85 1.766,68 99,99 %
08 22 Completlc?n. gf previous framew ork programmes and 93,85 93,85 100,00 %

other activities
Total Title 08 1.860,70 1.860,53 99,99%
Total DG ERC 1.860,70 1.860,53 99,99 %

* Commitment appropriations authorised include, in addition to the budget voted by
the legislative authority, appropriations carried over from the previous exercise,
budget amendments as well as miscellaneous commitment appropriations for the
period (e.g. internal and external assigned revenue).

% Outturn on commitment appropriations

100, %

100, %

100, %

100, %

100, %

100, %

100, %

100, %

100, %

100, %

08 10

ercea_aar_2013 fina_annexes

Page 4



08 10 Ideas 1.100,61 1.100,42| 99,98 %

08 22 Oor?';.)l.etlon of previous framew ork programmes and other 257.14 68,40 26,60 %
activities

Total Title 08 1.357,75 1.168,82 86,08%

Total DG ERC 1.357,75 1.168,82| 86,08 %

* Payment appropriations authorised include, in addition to the budget voted by the legislative authority,

appropriations carried over from the previous exercise, budget amendments as well as miscellaneous payment
appropriations for the period (e.g. internal and external assigned revenue).

120, %

100, %

80, %

60, %

40, %

20, %

0, %

| ="% Outturn on pay ment appropriations" |

08 10
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Ideas

Completion of previous framew ork
programmes and other activities

1.766,68

93,85

193,05

17,80

1.573,63

76,05

89,07 %

81,03 %

2.157,27

112,69

3.730,90

188,74

3.064,88

163,84

Total Title 08

1.860,53

210,85

1.649,68

88,67%

2.269,96

3.919,64

3.228,73

Total DG ERC

1.860,53

210,85

1.649,68

88,67 %

2.269,96

3.919,64

3.228,73

4.000,00

3.500,00

3.000,00

2.500,00

2.000,00

1.500,00

1.000,00

500,00

0,00
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TABLE4 :

BALANCE SHEET

BALANCE SHEET

2013

2012

A.l. NON CURRENT ASSETS
A.15. LT Pre-Financing

A.ll. CURRENT ASSETS
A.lIl.2. Short-term Pre-Financing

A.1.3.2. Current Receivables and Recove

22.129.288,05
22.129.288,05
1.301.991.989,06
1.301.430.543,41
561.445,65

294.340.370,82
294.340.370,82
804.856.370,23
802.785.048,81
2.071.321,42

ASSETS

1.324.121.277,11

1.099.196.741,05

P.Ill. CURRENT LIABILITIES
P.IIl.4. Accounts Payable

-132.020.658,00
-132.020.658,00

-38.608.208,03
-38.608.208,03

LIABILITIES

-132.020.658,00

-38.608.208,03

NET ASSETS (ASSETS less LIABILITIES)

1.192.100.619,11

1.060.588.533,02

P.1.2. Accumulated Surplus / Deficit

Non-allocated central (surplus)/deficit*

-1.192.100.619,11

-1.060.588.533,02

TOTAL

0,00

0,00

It should be noted that the balance sheet and economic outturn account presented In Annex 3 to this Annual Activity Report,
represent only the (contingent) assets, (contingent) liabilities, expenses and revenues that are under the control of this
Directorate General. Significant amounts such as ow n resource revenues and cash held in Commission bank accounts are
not included in this Directorate General's accounts since they are managed centrally by DG Budget, on w hose balance
sheet and economic outturn account they appear. Furthermore, since the accumulated result of the Commission is not split
amongst the various Directorates General, it can be seen that the balance sheet presented here is not in equilibrium.

Additionally, the figures included in tables 4 and 5 are provisional since they are, at this date, still subject to audit by the
Court of Auditors. It is thus possible that amounts included in these tables may have to be adjusted follow ing this audit.
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TABLE 5 : ECONOMIC OUTTURN ACCOUNT

ECONOMIC OUTTURN ACCOUNT

2013

2012

I.1 SURPLUS/ DEF. FROM OPERATING ACTIVT

1.033.409.980,91

551.902.612,09

I.1.1. OPERATING REVENUES
I.1.1.2. Other operating revenue
I.1.2. OPERATING EXPENSES

1.1.2.1. Administrative Expenses
I.1.2.2. Operating Expenses

-712.470,24
-712.470,24
1.034.122.451,15

0,00
1.034.122.451,15

-718.758,96
-718.758,96
552.621.371,05

0,00
552.621.371,05

I.2. SURPLUS/DEF. NON OPERATING ACTIVIT -263.871,68 -3.778.512,15
1.2.1. FINANCIAL OPERATIONS -263.871,68 -3.778.512,15
1.2.1.1. Financial revenue -264.360,72 -3.778.512,15
1.2.1.2. Financial expenses 489,04

ECONOMIC OUTTURN ACCOUNT

1.033.146.109,23

548.124.099,94

It should be noted that the balance sheet and economic outturn account presented in
Annex 3 to this Annual Activity Report, represent only the (contingent) assets,
(contingent) liabilities, expenses and revenues that are under the control of this
Directorate General. Significant amounts such as ow n resource revenues and cash held
in Commission bank accounts are not included in this Directorate General's accounts
since they are managed centrally by DG Budget, on w hose balance sheet and economic
outturn account they appear. Furthermore, since the accumulated result of the
Commission is not split amongst the various Directorates General, it can be seen that the

balance sheet presented here is not in equilibrium.

Additionally, the figures included in tables 4 and 5 are provisional since they are, at this
date, still subject to audit by the Court of Auditors. It is thus possible that amounts included

in these tables may have to be adjusted follow ing this audit.
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TABLE 6: AVERAGE PAYMENT TIMES FOR 2013 - DG ERC

Legal Times
P00 Total Number of TR Nbr of L Average Payment
Payment e —— Nbr of Payments within Time Limit Percentage | Payment P ' (r)n :tte Percentage Tim?as (D;/ s)
Time (Days) Y! Times (Days) ayments 4
30 6447 6072 94,18 % 14,14 375 582 % 44,352
45 3 3 100,00 % 23
90 1637 1636 99,94 % 17,26 1 0,06 % 194
105 6 6 100,00 % 28,17
Total Number 8093 7717 95,35 % 376 4,65 %
of Payments
Average
Payment 16,21 14,81 44,75
Time
Target Times
Target Average
Payment TotgLN;]rz:;r & Nbr of Payments within Target Time Percentage Payment ’:tg ?;:;f Percentage Aviiﬁ?ez I:;;m;;ant
Time (Days) Y Times (Days) v Z
20 829 772 93,12 % 8,88 57 6,88 % 29,61
30 4145 3900 94,09 % 14,97 245 591 % 45,27
90 6 6 100,00 % 28,17
Total Ni
otal Number 4980 4678 93,94 % 302 6,06 %
of Payments
Average
Payment 15,70 13,98 42,31
Time
Suspensions
Average Average
Amount of
0 0
R Paymerlﬂ Number of Suspended Payments i el || et R e Suspended el TeLEl Total Paid Amount
Approval Suspension Number of Payments payments Amount
Suspension Days Y
0 30 1566 19,35 % 8093 351.189.967,06 32,38 %| 1.084.622.309,01
Late Interest paid in 2013
DG GL Account Description Amount (Eur)
ERCEA 65010000 Interest expense on late payment of charges 489,04
489,04
TABLE 7 : SITUATION ON REVENUE AND INCOME IN 2013
Revenue and income recognized Revenue and income cashed from Outstanding
Chapter Current year RO Carried over RO Total Current Year RO Carried over RO Total balance
1 2 3= 4 5 6=445 7=3-6
52 REVENUE FROM INVESTMENTS OR LOANS GRA ’ 2.156.717,93 0,00 2.156.717,93 2.147.950,98 0,00 2.147.950,98 8.766,95
BANK AND OTHER INTEREST
r
66 |OTHER CONTRIBUTIONS AND REFUNDS 2.988.005,81 186.417,05 3.174.422,86 2.449.403,54 186.417,05 2.635.820,59 538.602,27
F
90 |MISCELLANEOUS REVENUE 62.394,50 0,00 62.394,50 48.318,07 0,00 48.318,07 14.076,43
Total DG ERC 5.207.118,24, 186.417,05 5.393.535,29 4.645.672,59 186.417,05 4.832.089,64 561.445,65
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TABLE 8 : RECOVERY OF UNDUE PAYMENTS
(Number of Recovery Contexts and corresponding Transaction Amount)

INCOME BUDGET .
. o TOTAL RC(incl. non- o
RECOVERY ORDERS Error Irregularity TOTAL Qualified qualified) % Qualified/Total RC
ISSUED IN 2013
Year of Origin
. Nbr RO Amount Nbr RO Amount Nbr RO Amount Nbr RO Amount Nbr RO Amount
(commitment)
2008 11 138.306,62 16 345.584,16 27 483.890,78 37| 950.812,55 72,97% 50,89%
2009 4 76.277,66 9 146.022,22 13| 222.299,88 17| 860.365,28 76,47% 25,84%
2010 3 40.174,14 5 50.493,87 8 90.668,01 8 90.668,01 100,00% 100,00%
2011 1 3.248,00 1 3.248,00 3| 326.933,53 33,33% 0,99%
No Link 2 17.435,52 2 17.435,52 2 17.435,52 100,00% 100,00%
Sub-Total 18 254.758,42 33 562.783,77 51| 817.542,19 72|3.081.720,51 70,83%j 26,53%
TOTAL incl. -
EXPENSES BUDGET Error Irregularity OLAF Notified TOTAL Qualified © qu'::l\}::zz) non % Qualified/Total RC
Nbr Amount Nbr Amount Nbr Amount Nbr Amount Nbr Amount Nbr Amount
INCOME LINES IN
INVOICES
ZEQI%IGIBLE [ieesr 108 752.471,02 51 408.190,98 159 1.160.662,00 242 4.638.470,94 65,70% 25,02%
CREDIT NOTES
Sub-Total 108 752.471,02 51 408.190,98 159 1.160.662,00 242 4.638.470,94 65,70%) 25,02%
GRAND TOTAL | 126 | 1,007,229.44| 84 | 970,974.75| | | 210 | 1.978.204,19| 314 | 7,720.191,45| 66,88%) 15,03%
TABLE 9: AGEING BALANCE OF RECOVERY ORDERS AT 31/12/2013 FOR ERC
Open Amount
Number at | Number at Evolution P (E Open Amount Evolution
01/01/2013 |31/12/2013 Eur) at 31/12/2013
01/01/2013 (Eun)
2012 3 -100,00 % 186.417,05 -100,00 %
2013 12 561.445,65
3 12| 300,00 % 186.417,05 561.445,65 201,18 %

TABLE 10 : RECOVERY ORDER WAIVERS IN 2013 >= EUR 100.000

Waiver Central
Key

Linked RO
Central Key

RO Accepted

LE Al
Amount (Eur) ccount Group

Decision

Commission

Comments

|Total DG

|Number of ROwaivers | |

TABLE 11 : CENSUS OF NEGOTIATED PROCEDURES - DG ERC - 2013

Legal base

Negotiated Procedure

Number of Procedures

Amount (€)

Total
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TABLE 12 : SUMMARY OF PROCEDURES OF DG ERC EXCLUDING BUILDING CONTRACTS

Internal Procedures > € 60,000
Procedure Type Count Amount (€)
Open Procedure (Art. 127.2 RAP) 1 195.000,00
TOTAL 1 195.000,00
TABLE 13 : BUILDING CONTRACTS
Total number of contracts :
Total amount :
L I b Contract Contractor Name Description Amount (€)
egalbase Number P
TABLE 14 : CONTRACTS DECLARED SECRET
Total Number of
Contracts :
Total amount :
Contract Type of L
Legal base Number Contractor Name contract Description Amount (£€)
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3.2, Financial Reports — Administrative Budget
Annex 3 Financial Reports - ERCEA - Financial Year 2013
Administrative Budget
Table 1 : Commitments
Table 2 : Payments
Table 3 : Commitments to be settled
Table 4 : Balance Sheet
Table 5: Economic Outturn Account
Table 6 : Average Payment Times
Table 7 : Income
Table 8 : Recovery of undue Payments
Table 9: Ageing Balance of Recovery Orders
Table 10 : Waivers of Recovery Orders
Table 11 : Negotiated Procedures (excluding Building Contracts)
Table 12 : Summary of Contracts (excluding Building Contracts)
Table 13 : Building Contracts
Table 14 : Contracts declared Secret
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TABLE 1: OUTTURN ON COMMITMENT APPROPRIATIONS IN 2013 (in Mio €)

Commitment

Commitments

Chapter appropr'iations made %
authorised *
1 2 3=2/1
Title A-1 FRAIS DE PERSONNEL
A-11 [Personnel en activité 24,80 23,71 95,57 %
A-12 |Frais divers de recrutement, de prise de fonction 0,13 0,11 85,23 %
A-13 |Frais de missions, de déplacements et autres dépen 0,39 0,38 96,84 %
A-14 |Infrastructure & caractére socio-médical 0,59 0,56 94,74 %
A-16 [Senvce Social, autres interventions 0,56 0,55 98,29 %
A-17 |Frais de réception et de représentation 0,00 0,00] 95,97 %
Total Title A-1 26,47 25,30 95,58%)
Title A-2 FRAIS DE FONCTIONNEMENT
A-20 [Immeubles et frais accessoires 4,38 4,35 99,18 %
A-21 |Traitement des données 6,54 6,50 99,47 %
A-22 |Biens, meubles et frais accessoires 0,08 0,08| 94,97 %
A-23 |Dépenses de fonctionnement administratif courant 0,08 0,07 79,28 %
A-24 |Affranchissement et Télécommunications 0,79 0,79 99,97 %
A-25 |Frais de réunions internes 0,01 0,01 75,02 %
A-26 |Frais administratifs liés aux activités opérationn 1,43 1,35 94,26 %
A-27 |Dépenses avec les entités consolidées 0,29 0,26] 90,10 %
Total Title A-2 13,62 13,41 98,48%)
TOTAL ERC 40,09 38,71 96,56 %

* Commitment appropriations authorised include, in addition to the budget voted by the legislative authority,
appropriations carried over from the previous exercise, budget amendments as well as miscellaneous
commitment appropriations for the period (e.g. internal and external assigned revenue).

% Outturn on commitment appropriations

120, %

100, % — — T

80,%H H H HHHH H H =

60,%H H H H HHHHH H

w0%H H HHHHHHH H

20%H H H HHHHH H H

0, %

A-11 A-12 A-13 A-14 A-16 A-17 A-20 A-21 A-22 A-23 A-24 A-25 A-26 A-27
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TABLE 2: OUTTURN ON PAYMENT APPROPRIATIONS IN 2013 (in Mio €)
Payment
Chapter appropriations Payments %
. made
authorised *
1 2 3=2/1
Title A-1 FRAIS DE PERSONNEL
A-11 Personnel en activité 24,85 23,71 95,39 %
A-12 Frais divers de recrutement, de prise de fonction 0,13 0,07 56,12 %
A-13 Frais de missions, de déplacements et autres dépen 0,42 0,36] 85,66 %
A-14 Infrastructure a caractére socio-médical 0,75 0,54 71,31%
A-16 Senice Social, autres interventions 0,56 0,56 98,31 %
A-17 Frais de réception et de représentation 0,01 0,01 87,52 %
Total A-1 26,72 25,23 94,43%
Title A-2 FRAIS DE FONCTIONNEMENT
A-20 Immeubles et frais accessoires 4,65 3,941 84,85%
A-21 Traitement des données 7,49 6,81 90,90 %
A-22 Biens, meubles et frais accessoires 0,09 0,06] 70,02 %
A-23 Dépenses de fonctionnement administratif courant 0,09 0,07 77,23 %
A-24 Affranchissement et Télécommunications 0,80 0,791 98,91 %
A-25 Frais de réunions internes 0,01 0,01| 65,96 %
A-26 Frais administratifs liés aux activités opérationn 2,14 1,501 70,32 %
A-27 Dépenses awec les entités consolidées 0,31 0,27| 85,97 %
Total A-2 15,58 13,46 86,36%
TOTAL ERC 42,30 38,69 91,46 %)
* Payment appropriations authorised include, in addition to the budget voted by the legislative authority,
appropriations carried over from the previous exercise, budget amendments as well as miscellaneous payment
appropriations for the period (e.g. internal and external assigned revenue).
| ="% Outturn on pay ment appropriations" |
120, %
100, % —— —
80, % H T e B —— -
60, % [ - 1 - - - 1 - - 1 - - —
0% H H H H H H H H H H H H H F
20%H4 4 1 1 H H 1 1 1 1 1 1 1 1 r
0, %

A-11 A-12 A-13 A14 A16 A17 A20 A-21 A-22 A-23 A-24 A25 A-26 A-27
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TABLE 3 : BREAKDOWN OF COMMITMENTS TO BE SETTLED AT 31/12/2013 (in Mio €)
2013 Commitments to be settled
Chapter Commitments | Payments %to be
2013 2013 AL settled
1 2 3=1-2 4=1-2//1
Title A-1 FRAIS DE PERSONNEL
A-11 Personnel en activité 23,71 -23,66 0,04 0,17 %
A2 Frals_dlvers de recrutement, de prise de 011 007 004 34.14%
fonction
A13 Fr'als de missions, de déplacements etautres 038 -0.34 0,04 10,93 %
dépen
A-14 Infrastructure a caractére socio-médical 0,56 -0,39 0,17 30,82 %
A-16 Service Social, autres interventions 0,55 -0,55 0,00 0,00 %
A-17 Frais de réception et de représentation 0,00 0,00 0,00 3,12%
Total A-1 25,30 -25,01 0,29 1,16%
Title A-2 FRAIS DE FONCTIONNEMENT
A-20 Immeubles et frais accessoires 4,35 -3,73 0,62 14,22 %
A21 Traitement des données 6,50 -5,88 0,63 9,63 %
A-22 Biens, meubles et frais accessoires 0,08 -0,06 0,02 28,87 %
A23 Dépenses de fonctionnement administratif 007 -0.06 0,00 437 %
courant
A24 Affranchissement et Télécommunications 0,79 -0,79 0,01 1,02 %
A-25 Frais de réunions internes 0,01 -0,01 0,00 11,56 %
A26 Fra’ls gdmlnlstratlfs liés auxactivités 135 -0.84 051 37.55%
opérationn
A-27 Dépenses avec les entités consolidées 0,26 -0,25 0,01 4,92 %
Total A-2 13,41 -11,61 1,80 13,41%)
TOTAL ERC 3871 36,62 2,09 5,40 %]
="Breakdow n of Commitments remaining to be settled (in Mio EUR)" |
0,70
0,60 1
0,50 | —
0,40 |
0,30 -
0,20 |
0,10 |
0,00 I:l l:l I:l I:l = | —
A1l A12 A13 Ald Al6 Al7 A20 A2l A22 A23 A24 A25 A26 A27
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TABLE 4 : BALANCE SHEET ERCEA

BALANCE SHEET 2013 2012
A.l. NON CURRENT ASSETS 8.995.736,59 8.617.704,08
Al.l. Intangible Assets 4.728.797,55 3.615.223,18
Al.2. Property, plant and equipment 4.266.939,04 5.002.480,90
A.ll. CURRENT ASSETS 5.925.337,10 4.905.222,05
All.2. Short-term Pre-Financing 0,00 0,00
All.3.2. Current Receivables and Recove 2.394.561,50 2.260.165,43
All5. Cash and Cash Equivalents 3.530.775,60 2.645.056,62

ASSETS

14.921.073,69

13.522.926,13

P.Il. NON CURRENT LIABILITIES 0,00
P.Il.2. Long-term provisions 0,00
P.ll. CURRENT LIABILITIES -4.620.430,28 -3.023.152,99
P.IIl.2. Short-term provisions -803.513,44 -709.038,29
P.lIL.4. Accounts Payable -3.816.916,84 -2.314.114,70
LIABILITIES -4.620.430,28 -3.023.152,99

NET ASSETS (ASSETS less LIABILITIES)

10.300.643,41

10.499.773,14

Non-allocated central (surplus)/deficit* 199.129,73 -815.134,01
P.1.2. Accumulated Surplus / Deficit -10.499.773,14 -9.684.639,13
TOTAL 0,00 0,00

* This figure is a balancing amount presented here so as to reflect the fact that the accumulated result of the Commission

is not attributed to each DG

It should be noted that the balance sheet and economic outturn account presented in Annex 3 to this Annual Activity
Report, represent only the (contingent) assets, (contingent) liabilities, expenses and revenues that are under the
control of this Directorate General. Significant amounts such as ow n resource revenues and cash held in Commission
bank accounts are not included in this Directorate General's accounts since they are managed centrally by DG Budget,
on w hose balance sheet and economic outturn account they appear. Furthermore, since the accumulated result of the

Commission is not split amongst the various Directorates General, it can be seen that the balance sheet presented here

is not in equilibrium.

Additionally, the figures included in tables 4 & 5 are provisional since they are, at this date, still subject to audit by the
Court of Auditors. It is thus possible that amounts included in these tables may have to be adjusted follow ing this audit.
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TABLE 5 : ECONOMIC OUTTURN ACCOUNT ERCEA

ECONOMIC OUTTURN ACCOUNT

2013

2012

1.1 SURPLUS/ DEF. FROM OPERATING ACTIVT

199.129,73

-815.164,26

I.1.1. OPERATING REVENUES

-39.096.826,43

-38.332.678,45

1.1.1.2. Other operating revenue

-39.096.826,43

-38.332.678,45

1.1.2. OPERATING EXPENSES

39.295.956,16

37.517.514,19

1.1.2.1. Administrative Expenses 38.878.019,44 36.978.041,08
1I.1.2.2. Operating Expenses 417.936,72 539.473,11
I.2. SURPLUS/DEF. NON OPERATING ACTIVIT 30,25
1.2.1. FINANCIAL OPERATIONS 30,25
11.2.1.2. Financial expenses 30,25
lIl.2. Extraordinary Gains 0,00
lIl.2. Extraordinary Gains 0,00
lIl.2. Extraordinary Gains 0,00
lIl.3. Extraordinary Losses 0,00
IIl.3. Extraordinary Losses 0,00
IIl.3. Extraordinary Losses 0,00
ECONOMIC OUTTURN ACCOUNT 199.129,73 -815.134,01

It should be noted that the balance sheet and economic outturn account presented in Annex 3 to this Annual Activity Report,
represent only the (contingent) assets, (contingent) liabilities, expenses and revenues that are under the control of this
Directorate General. Significant amounts such as ow n resource revenues and cash held in Commission bank accounts are
not included in this Directorate General's accounts since they are managed centrally by DG Budget, on w hose balance sheet
and economic outturn account they appear. Furthermore, since the accumulated result of the Commission is not split amongst

the various Directorates General, it can be seen that the balance sheet presented here is not in equilibrium.

Additionally, the figures included in tables 4 & 5 are provisional since they are, at this date, still subject to audit by the Court of
Auditors. It is thus possible that amounts included in these tables may have to be adjusted follow ing this audit.
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TABLE 6: AVERAGE PAYMENT TIMES FOR 2013 - ERCEA

Maximum AT Average Average
) Total Number| Payments N Nbr of Late g
Payment Time L Percentage Payment Percentage Payment
of Payments | within Time . Payments .
(Days) Limit Times (Days) Times (Days)
30 2031 2012 99,06 % 10,85 19 0,94 % 50,26
45 65 65 100,00 % 15,66
60 79 79 100,00 % 9,65
Total Number 2175 2156 99,13 % 19 0,87 %
of Payments
Average . 11,30 10,96 50,26
Payment Time
Target Times
Nbr of
Target. Total Number| Payments (NTIET Nbr of Late (TES
Payment Time L Percentage Payment Percentage Payment
of Payments | within Target . Payments .
(Days) X Times (Days) Times (Days)
Time
30 486 476 97,94 % 13,04 10 2,06 % 50,1
Total Number 486 476 97,94 % 10 2,06 %
of Payments
Average _ 13,80 13,04 50,1
Payment Time
Suspensions
Al;lzr?)?f Average Number of Amount of
P Payment %of Total Total Number %of Total Total Paid
Approval ; Suspended Suspended
. Suspension Number of Payments Amount Amount
Suspension Days Payments Payments
Days
0 34 28, 1,29 % 2.175, 213.299,08 132% 16.141.089,49
Late Interest paid in 2013
Agency GL Account Description Amount (Eur)
TABLE 7 : SITUATION ON REVENUE AND INCOME IN 2013
Revenue and .
. . Year of Revenue and | Outstanding
Title Description —_ Income
Origin . Income cashed Balance
recognized
idy from th
200 Subsidy from the 2013 40.131.814,25|  40.131.814,25 0,00
Commission
Recuperation of
91-0 P 2012 66,02 0,00 66,02
expenses
Recuperation of
91-0 P 2013 133.577,81 132.828,48 749,33
expenses
TOTAL ERC 40.265.458,08 40.264.642,73 815,35
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TABLE 8: RECOVERY OF UNDUE PAYMENTS
(Number of Recovery Contexts and corresponding Transaction Amount)

INCOME
. %
BUDGETRECOVER No error / L ie TOTAL RC (incl. non- ie
Y ORDERS ISSUED Follow Up irregularity Not specified TOTAL Qualified qualified) Quallf::g/Tolal
IN 2013
Year of.Orlgln Nbr (RO Amountl Nbr | RO Amount | Nbr |RO Amount| Nbr RO Amount | Nbr | RO Amount |Nbr|RO Amount
(commitment)
2012 1, 4.129,95 1, 4.129,95 1 4.129,95 1 1
2013 1, 550,00 1, 550,00 1 550,00 1 1
No Link 28, 8.723.898,12| 9, 26.637,39| 37, 8.750.535,51| 37 8.750.535,51| 1 1
Sub-Total 1, 550,00 29, 8.728.028,07| 9, 26.637,39( 39, 8.755.215,46| 39 8.755.215,46| 1 1
E;EEZISEI'IE'S Error Irregularity OLAF Notified TOTAL Qualified TOTA:u:ﬁf(iigsl)' non % Qualified/Total RC
Nbr Amount Nbr Amount Nbr Amount Nbr Amount | Nbr Amount Nbr Amount
INCOME LINES IN
INVOICES
NON ELIGIBLE IN
COST CLAIMS
CREDIT NOTES
Sub-Total
GRAND TOTAL | | | | | | | | | 39| 8.755.215,46| | |
TABLE 9: AGEING BALANCE OF RECOVERY ORDERS AT 31/12/2013 FOR ERCEA
Al Al
Year of Number at | Number at Evolution opigur;nac:um opigur;nac:um Evolution
Origin 01/01/2013 [31/12/2013 01/01/2013 31/12/2013
2012 5 1| -80,00 % 40.844,62 66,02 -99,84 %
2013 3 1.444,16
Totals 5 4| -20,00 % 40.844,62 1.510,18 -96,30 %
TABLE 10 : RECOVERY ORDER WAIVERS IN 2013 >= EUR 100.000
Waiver Central| Linked RO RO Accepted LE Account Group Comny;smn Comments
Key Central Key | amount (Eur) Decision
1,
[Total ERCEA | |

|Number of RO waivers | |
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TABLE 11 : CENSUS OF NEGOTIATED PROCEDURES - DG - YEAR 2012

Contracts >60.000

Negotiated Procedure Legal base

Number of Procedures

Amount (€)

Total

TABLE 12 : SUMMARY OF PROCEDURES OF DG EXCLUDING BUILDING CONTRACTS

Internal Procedures > € 60,000

Procedure Type

Count

Amount (€)

TOTAL

TABLE 13 : BUILDING CONTRACTS

Total number of contracts :

Total amount :

Contract

Legal base Number

Contractor Name

Description

Amount (€)
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TABLE 14 : CONTRACTS DECLARED SECRET

Total Number of Contracts :

Total amount :

Legal base

Contract
Number

Contractor Name

Type of
contract

Description

Amount (€)
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ANNEX 4: Materiality criteria

The Standing Instructions for the preparation of Annual Activity Reports stipulate that the
guantitative materiality threshold must not exceed 2% of the authorised payments of the for the
reporting year ABB expenditure. However, the Guidance on AARs also allows a multi-annual
approach, especially for budget areas (e.g. programmes) for which a multi-annual control system is
more effective. In such cases, the calculation of errors, corrections and materiality of the residual
amount at risk should be done on a "cumulative basis" on the basis of the totals over the entire
programme lifecycle.

Because of its multiannual nature, the effectiveness of the Research services' control strategy can
only be fully measured and assessed at the final stages in the life of the framework programme,
once the ex-post audit strategy has been fully implemented and systematic errors have been
detected and corrected.

In addition, basing materiality solely on ABB expenditure for one year may not provide the most
appropriate basis for judgements, as ABB expenditure often includes significant levels of pre-
financing expenditure (e.g. during the initial years of a new generation of programmes), as well as
reimbursements (interim and final payments) based on cost claims that 'clear' those pre-financings.
Pre-financing expenditure is very low risk, being paid automatically after the signing of the contract
with the beneficiary.

The general control objective for the Research services, following the standard quantitative
materiality threshold proposed in the Standing Instructions is to ensure for each FP (and the Coal
and Steel Research Fund for DG RTD), that the residual error rate, i.e. the level of errors which
remain undetected and uncorrected, does not exceed 2% by the end of the FP's management
cycle. The question of being on track towards this objective is to be (re)assessed annually, in view of
the results of the implementation of the ex-post audit strategy and taking into account both the
frequency and importance of the errors found as well as a cost-benefit analysis of the effort needed
to detect and correct them.

Notwithstanding the multiannual span of their control strategy, the Director Generals of the
Research DGs (and the Directors of ERCEA and REA) are required to sign a statement of assurance
for each financial reporting year. In order to determine whether to qualify this statement of
assurance with a reservation, the effectiveness of the control systems in place needs to be assessed
not only for the year of reference but also with a multiannual perspective, to determine whether it
is possible to reasonably conclude that the control objectives will be met in the future as foreseen.
In view of the crucial role of ex-post audits defined in the common FP7 audit strategy, this
assessment needs to check in particular whether the scope and results of the ex-post audits carried
out until the end of the reporting period are sufficient and adequate to meet the multiannual
control strategy goals.

The criteria for making a decision on whether there is material error in the expenditure of the DG or
service, and so on whether to make a reservation in the AAR, will therefore be principally, though
not necessarily exclusively, based on the level of error identified in ex-post audits of cost claims on a
multi-annual basis.

Effectiveness of controls

The starting point to determine the effectiveness of the controls in place is the cumulative level of
error expressed as the percentage of errors in favour of the EC, detected by ex-post audits,
measured with respect to the amounts accepted after ex-ante controls.
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However, to take into account the impact of the ex-post controls, this error level is to be adjusted by
subtracting:

- Errors detected corrected as a result of the implementation of audit conclusions.

- Errors corrected as a result of the extrapolation of audit results to non-audited contracts with
the same beneficiary.

This results in a residual error rate, which is calculated in accordance with the following formula:

(Re pER%* (P — A)) — (Re pERsys%* E)

ResER% =
P
where:
ResER% residual error rate, expressed as a percentage.
RepER% representative error rate, or error rate detected in the common

representative sample, expressed as a percentage. For FP7 this rate is the
same for all Research services.

RepERsys% portion of the RepER% representing (negative) systematic errors, expressed as
a percentage. The RepER% is composed of two complementary portions
reflecting the proportion of negative systematic and non-systematic errors
detected.

P total aggregated amount in € of EC share of funding in the auditable
population. In FP7, the population is that of all received cost statements, and
the € amounts those that reflect the EC share included in the costs claimed in
each cost statement.

A total EC share of all audited amounts, expressed in €. This will be collected
from audit results.
E total non-audited amounts of all audited beneficiaries. In FP7, this consists of

the total EC share, expressed in €, of all non-audited received cost statements
for all audited beneficiaries (whether extrapolation has been launched or
not).

If the residual error rate is not (yet) below 2% at the end of a reporting year within the FP's
management lifecycle, a reservation must be considered.

The Common Representative audit Sample (CRaS) is the starting point for the calculation of the
residual error rate. It is representative of the expenditure of FP7 as a whole. Nevertheless, the
Director-General (or Director for the Executive Agencies) must also take into account other
information when considering if the overall residual error rate is a sufficient basis on which to draw
a conclusion on assurance (or make a reservation) for specific segment(s) of FP7. This may include
the results of other ex-post audits, ex-ante controls, risk assessments, audit reports from external or
internal auditors, etc. All this information may be used in assessing the overall impact of a weakness
and considering whether to make a reservation or not.

If the CRaS results are not used as the basis for calculating the residual error rate this must be
clearly disclosed in the AAR, along with details of why and how the final judgement was made.
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In case a calculation of the residual error rate based on a representative sample is not possible for a
FP for reasons not involving control deficiencies,® the consequences are to be assessed
quantitatively by making a best estimate of the likely exposure for the reporting year based on all
available information. The relative impact on the Declaration of Assurance would be then
considered by analysing the available information on qualitative grounds and considering evidence
from other sources and areas. This should be clearly explained in the AAR.

Adequacy of the audit scope

The quantity of the (cumulative) audit effort carried out until the end of each year is to be measured
by the actual volume of audits completed. The data is to be shown per year and cumulated, in line
with the current AAR presentation of error rates. The multiannual planning and results should be
reported in sufficient detail to allow the reader to form an opinion on whether the strategy is on
course as foreseen.

The Director-General (or Director for the Executive Agencies) should form a qualitative opinion to
determine whether deviations from the multiannual plan are of such significance that they seriously
endanger the achievement of the internal control objective. In such case, she or he would be
expected to qualify his annual statement of assurance with a reservation.

Materiality is assessed for each Framework Programme

In 2013, the Research services managed financial operations under the sixth and seventh framework
programmes, and the Coal and Steel Research Fund. Each is managed under different sets of
regulatory and contractual provisions. Therefore, the assessment of the performance of the internal
controls has to take into account these differences.

However, given that the expenditure for the 6th Framework Programme is now a very small part of
operations, and given the full disclosure on the results for this FP in the AAR 2012, information on
the 6th FP should only be reported if there are exceptional elements, the non-disclosure of which
would result in the reader being misled.

2 Such as, for instance, when the number of results from a statistically-representative sample collected

at a given point in time is not sufficient to calculate a reliable error rate.
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ANNEX 5: Internal Control Template(s) for budget implementation (ICTs)

5.1. ERCEA operational budget

The ICT relates to the implementation by the ERCEA of the operational budget, which is implemented according to Article 53 the 2002 FR by “grant
indirect management” mode. However, Article 58 of the revised FR of 2012, provides that as from 01.01.2014 the ERCEA will implement its operational
budget in line with the “direct management” mode.

Stage 1: Programming, evaluation and selection of proposals
A. Preparation, adoption and publication of Calls of proposals aligned to the ERC / "Ideas" Work Programme.

Main control objectives: Ensure that the ERCEA calls for proposals are effectively launched and concluded according "ldeas"/ERC Programme objectives’
effectiveness, in compliance with rules and regulations.

L How to determine .
Main risks . How to estimate the costs -
. Mitigating controls coverage, frequency and ) Control indicators
It may happen (again) that... depth and benefits of controls
Hierarchy of legal texts
WP and subsequent calls for (legal basis, decisions, Effectiveness: % of planned
proposals are inadequate to rules...) Cost: FTEs involved Calls successfully concluded
) All calls
ensure tlhe evaluation of Scientific Council (ScC) Benefit: total WP budget Efficiency: FTEs standard costs /
proposals support and Call operational budget
Coordination
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B. Evaluation, ranking and selection of proposals

Main control objectives: Ensure that only proposals meeting the "ldeas" Work Programme objectives’ are selected for funding, while complying with rules
and regulation and preventing / deterring fraud.

Main risks
It may happen (again) that...

Mitigating controls

How to determine
coverage, frequency and
depth

How to estimate the costs
and benefits of controls

Control indicators

Automatic IT-based | 100% applicants and all | Cost: FTEs involved Effectiveness:
eligibility checks aspects of eligibility % of ineligible proposals over
criteria Benefit: %  ineligible | total proposals submitted per
Eligibility checks and proposal X average | call
decision for clear cut awarded grant
cases by scientific officers % of redress cases concerning
Eligible proposals are excluded | and call coordinators eligibility issues
from the evaluation or ineligible
proposals are proposed for | In depth double-check of Efficiency: FTEs standard costs /
funding special cases at Step 2 by operational budget
call coordinators
Eligibility decision for
pending cases (not clear
cut) by Eligibility
Committee
] ) ScC selection and | 100% of panel members | Cost: FTEs involved + | Effectiveness:
The evaluation, ranking and .
) > appointment of panel | and experts expert budget
selection of proposals is not members Number of experts
carried out in accordance with the 100% of proposals Benefit: Compliant, fair | participated/invited
established procedures Panel coordination by and reliable evaluation

scientific officers making
sure  procedures are
followed (panel checklists

100% of complaints
received are analysed by

based on sole criterion of
excellence

% of expert payment execution

Number of experts (remote
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Main risks
It may happen (again) that...

Mitigating controls

How to determine
coverage, frequency and
depth

How to estimate the costs
and benefits of controls

Control indicators

and standard

deliverables)

Assignment of proposals

to panel members by
panel chairs
Conflict of interest
procedure
Selection of experts

(remote referees) by
panel chairs

Assessment of proposals
by panel members and
experts (remote referees)

ScC President’s approval
and ERCEA Director’s final
adoption of ranking lists.

Redress procedure

the Redress Committee.

100%  exclusion  from
evaluation of  experts
having a conflict of interest

referees) reviews per proposals
Time to appoint experts

Time to pay experts

% of successful redress cases

Expert budget / number of
evaluated proposals

Efficiency: FTEs standard costs +
expert budget / operational
budget
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Stage 2: Title: Contracting

Main control objectives: To translate selected proposals into legally and regular binding grant agreement while minimising the granting process and

maximise the budget execution.

Main risks
It may happen (again) that...

Mitigating controls

How to determine
coverage, frequency and
depth

How to estimate the costs
and benefits of controls

Control indicators

Grant agreement’s beneficiary
(Host Institution) lacks
operational and/or financial

capacity to implement the grant
agreement.

Grant agreement’s budget does
not comply with the Description
of Work.

Procedures designed to ensure
compliance with the regulatory
framework are not effectively
performed.

Legal and financial
validation of beneficiaries

EWS screening

Check of draft grant
agreement’s budget
breakdown versus

Description of Work.
Use of checklists.

Verification of the draft
grant agreement files by
verifying agents.
Grant agreements are
signed by the AOD.

Monitoring of the "time
to grant".

100% of beneficiaries are
scrutinised.

100% of grant agreements.

Costs of controls: FTE
involved
Benefits of controls

embedded in ERCEA grant
preparation and signature
process are not
quantifiable, as the latter

does not entail any
negotiation on the EU
contribution to the

contrary of other Research
family entities. However, it
is undeniable that these
controls are necessary to
ensure the process
complies with rules and
regulations and that
researchers are provided
on time with a sound legal
framework to conduct
their research projects.

Effectiveness:

% of exclusion from the
granting  process following
financial viability checks.

% of individual commitments /
global commitment execution
(L2/L1)

Efficiency:

Research ~ family indicator:
Average "time to grant"

ercea aar 2013 final _annexes

Page 28




Stage 3: Title Grant implementation

Main control objectives: To ensure the financial and legal transaction time is minimised for ERC beneficiaries and underlying transactions are legal and
regular.

_— How to determine .
Main risks N How to estimate the costs -
. Mitigating controls coverage, frequency and ) Control indicators
It may happen (again) that... depth and benefits of controls

Financial Officers perform | 100% of transactions Cost/benefit: Effectiveness:
check-list-based financial
controls based on the Average project | % of payment credit execution.

Periodic Financial management cost/running % of ineligible costs identified
Management  Report, grant agreement by Financial Officers
which provides an

% of total number of financial
transactions and accepted costs
covered on

Average number & value

explanation of financial )
of running grant

resources claimed versus

The grant agreement is not or
partially carried out in compliance

the Description of Work,
in particular its budgetary
annex.

agreement managed/staff
FTE.

Detected error rate ex-

by Certificate
Financial Statements (CFS).

Research Family indicator:

ante desk checks % and values of errors detected

with the Description of Work | Certificate on the | 100% of transactions with
and/or amounts claimed by | Financial Statements | cumulative costs claims through ex-ante desk checks /
beneficiaries are not complying | delivered by an | exceeding € 350.000. total value of cost claims.
with  the  contractual  and | jndependent  qualified % of final payments suspended
regulatory framework. auditor. due to results of Scientific
. reports
EWS screening 100% of transactions P
Efficiency:
Final payments are | 100% of transactions

Time to pay (pre-financing /
interim and final payments)

subject to the approval of
the Scientific reports.

Research  Family indicator:
Average time to pay (% on time)
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Stage 4: Ex-post controls

Main control objectives: Measuring the effectiveness of ex-ante controls by performing on-the spot ex-post controls aiming at detecting errors, irregularities

or fraud in cost statements.

Main risks
It may happen (again) that...

Mitigating controls

How to determine
coverage, frequency and
depth

How to estimate the costs
and benefits of controls

Control indicators

Ex-ante controls fail to prevent,
detect and correct erroneous,

irregular or fraudulent payments.

Common and  multi-
annual FP7 ex-post
control strategy -

representative sample of
transactions (CRaS)

ERCEA specific ex-post
control strategy (2007-
2013) - representative
sample (MUS) and risk-

based audits.

Representative sample
allows drawing conclusions
on the effectiveness of ex-
ante controls.

The FP7 audit strategy sets
the audit method for the
Research Family.

Cost:

Total & average ex-post
audit cost in —house
(FTE*standard staff cost)
and outsourced (audit fees
paid).

Non-monetary benefits: To
be aligned with text
provided by RTD mid-
January

Effectiveness:

ERCEA specific error rate (global
activity)

ERCEA residual error rate
(drawn from ERCEA MUS
sample)

FP7 - CRaS error rate

(representative sample)
FP7 — CRaS residual error rate

Efficiency:

Number of audits performed
(+% of beneficiaries & value
coverage?)
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5.2. ERCEA Operating budget
Name the type of expenditure to which the ICT applies3 (procurement direct management).

Stage 1: Administrative budget

Main control objectives: To ensure compliance with financial and accounting rules as well as regularity, effectiveness, efficiency and cost benefit of financial
transactions processed and monitor the quality of budget planning and of payment workflows.

Main risks
It may happen (again) that...

Mitigating controls

How to determine
coverage, frequency and
depth

How to estimate the costs
and benefits of controls

Control indicators

Credibility of the draft budget (=
request for EC contribution in
N+1) is questioned by the Budget
authority against the ERCEA ability
to reach a high level of execution

Monitoring of the quality
of the budget planning

100% of operating budget

Cost: FTE

Benefit: respect of
commitment towards the
budgetary authority to
limit administrative costs

Effectiveness:
% Commitment rate

% Payment rate

Effectiveness:

. . Cost: FTE
Late payments give a negative

image of the Agency (reputational
risk) and may lead to the payment

0,
Monitoring of the quality % of late payments

of payment workflows

100% of operating budget | Benefit: Respect of the

) payment target imposed | Efficiency:
of late interests .
by budgetary authority
Time to pay

3 One ICT is required per type of expenditure managed by the DG. As regards cost benefits indicators for the external aid policy area, the aid delivery methods (procurement and

grants, contribution agreements, budget support etc.), the management modes or distinct internal control systems or alternatively the different cooperation instruments could be used, as
long as the relevant indicators are reported accordingly in the AAR under sections 2.1 and 2.2.
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. How to determine .
Main risks e e How to estimate the costs -

. Mitigating controls coverage, frequency and . Control indicators
It may happen (again) that... depth and benefits of controls

Effectiveness:

Cost: FTE % Residual number of

accounting errors/total number
of transactions (<2%)

A high rate of errors in the
transactions on the administrative . . . Benefit: optimisation of
. . checks of financial | 100% of transactions P . o
budget lead to remarks in the final i budget execution in line
transactions

report of the court of auditors with financial and
accounting rules.

Compliance & regularity

% Residual accounting errors
(<2% of total balance sheet or
economic outturn account

Stage 2: Procurement: The procurement cell provides financial and procedural information to the management on the public procurement procedures. It
further assists operational units with advising on compliance with the FR and its Rules of application concerning public procurement procedures of the
Agency, sharing best practices/problems detected; launching centralized initiatives (e.g. workshop) concerning the management of public procurement
within the Agency and disseminating regularly all related information to the units and especially to staff members involved in public procurement, assisting
and supporting the operational units in the choice of the correct procedure; and in the preparation of the tender documents and providing an ex-ante
verification on all public procurement procedures of the Agency, including low value contracts (above € 1.000).

Main control objectives: To ensure the legality &regularity of procurement operations

. . How to determine .
Main risks How to estimate the costs

. Mitigating controls coverage, frequency and R Control indicators
It may happen (again) that... Hgating de:)th g requency and benefits of controls thdl
A lack of competition amongst Regular follow-up and 100% checked Costs: estimation of cost of | Effectiveness: Reduced n° of
tenderers may lead to restriction | update of the contract staff involved splitting of a purchase
of market register

Benefits: widest
competition (increase the
choice of potential
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Main risks
It may happen (again) that...

Mitigating controls

How to determine
coverage, frequency and
depth

How to estimate the costs
and benefits of controls

Control indicators

suppliers)

Tender documentation (invitation
to tender, tender specifications
and its annexes, draft contract) is
not well drafted, potentially
leading to:

- inconsistency and irregularity
amongst the documents

- the fact that offers are not
submitted

The tender documents used by
operational units are not in line
with the rules/models

Ex-ante visa (twice) in all
public procurement files:

1. During the
preparatory phase:

- procedures above €
15.000 “procurement
check-list”

2. Before the
signature of the contract
(after the award
decision):

- procedures above €
15.0000 - “procurement
check-list”

- procedures below €
15.000 - “commitment
request checklist”

100% checked

Training and bilateral
coaching provided to
operational units

Regular update of the
“tender document”
templates and supporting
documents (e.g. “step by

100% checked

Costs: estimation of cost of
staff involved

Benefits:

- limited number of tender
cancellations

- needed services/goods
are provided

- compliance with rules

- limited number of
complaints / litigations
filed

Effectiveness:
- n° of errors detected

- n° of requests issued for
clarification regarding the
tender

- n° of complaints or litigation
cases filed
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. How to determine .
Main risks e e How to estimate the costs -
. Mitigating controls coverage, frequency and . Control indicators
It may happen (again) that... depth and benefits of controls
step”, guidelines)
Due conflict of interest during the | Members of the 100% checked Benefits: Effectiveness:
award process, contract awarded | evaluation committee
P . . - awarded contract are - reduced n° of errors detected
may be contested sign a declaration of
. awarded and o . e
absence of conflict of . . - n° of complaints or litigation
. services/goods delivered .
interest and of e cases filed
. . (needs satisfied)
confidentiality
. - limit number of litigations
Tenderers sign .
. & complaints
declaration of honour on
exclusion criteria and on - fair competition
absence of conflict of
interest
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ANNEX 6: Implementation of the ERCEA AWP 2013

6.1. ERC funding instruments

Two grant schemes designed by the Scientific Council form the core of the ERC activities:
Starting Grants (StG) support researchers at the early stage of their careers, with the aim
of providing working conditions that enable them to become independent research
leaders. Since 2013, this scheme is split in two: the "ERC Starting Grant" for starters with
at least two years but not more than seven years' experience after their PhD and the
"ERC Consolidator Grant" for scientists who completed their PhD at least seven, but no
longer than 12 years before the cut date.

The Advanced Grants (AdG) are designed to support outstanding and established
research leaders by providing the resources necessary to enable them to continue the
work of their teams in expanding the frontiers of scientific knowledge.

In addition, since 2011 a funding opportunity, the Proof of Concept, is offered to existing
ERC grant holders the possibility to establish the innovation potential of ideas stemming
from their existing ERC grants. This funding instrument is aimed at covering the funding
gap known as “the valley of death” which occurs in the very early stages of the
commercialisation process of potentially innovative ideas.

Finally, the ERC Synergy, introduced in 2012, aims at groups of 2-4 exceptional
researchers combining their expertise, knowledge and resources to make scientific
breakthroughs that would not be possible for any of them working alone.
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6.2.

sources

Details of the 2013 commitments execution by main fund

Operational Budget:
Commitments execution

Commitments - Fund Source’

C1 Cc8 c4 C5 RO
TOTAL Credits (€) 1.762.521.533,00 3.064.883.359,30 3.822.909,445 508.931,89 257.144.054,20
Available Commitment Appropriations 2013
A | Grants 1.753.940.754,52 878.508.968,04 3.642.974,64 508.931,89 102.820.718,46
Experts 8.580.778,48 N/A 0,00 0,00 829.313,00
B | L1 Commitments (C1) 1.753.724.193,59 878.508.968,04 3.204.907,85 118.446,89 102.620.718,46
i ndirectt2 748.167.209,77 | 878.508.968,04 1.758.97347 | 11844689 | 50.892.613,88
Commitments
Available for Indirect
L2 Commitments
(Grants)
D 1.005.556.983,82 0,00 1.445.934,38 0,00 51.728.104,58
For C1, C4 and
RO = (B-C)
For C8= (C/A)
% Consumption of L2
Indirect against the L1
Commitments (Grants)
E 42,66% 100,00% 54,88% 100,00% 49,59%
For C1, C4 and
RO = RO = (C/B)
For C8 = (C/A)
Available Commitment
F | appropriations 0,00 N/A 26.080,13 0,00 N/A
=A-B-G
I3 216.560,93 N/A 411.986,66 390.485,00 200.000,00
Commitments Grants
G
A3 8.580.778,48 N/A 0,00 0,00 829.313,00

Commitments Experts

4 Explanation of Fund Sources: C1 = voted credits of the current year; C8 = carried-forward credits of last
year C1 credits; RO = contribution from Third Countries; C4 = credits of income generated mainly from
interest on pre-financing; C5 = carried-forward of C4 credits of last year.

> Including € 179.934,80 on the mother line.
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g 6
Operauo B aEet Commitments - Fund Source

Commitments execution

C1 Cc8 ca C5 RO
% consumption of L1
and L2 Direct against
H | the Commitment 100,00% N/A 99,28% 100,00% 100,00%
Appropriations
=(G+B) /A

The granting process of the 2013 Synergy Grants Call was launched towards the end of
the year. Consequently, the corresponding L1 commitments were made during the fourth
quarter of 2013, leading at year end to 100% execution of voted credits for 2013.

6 Explanation of Fund Sources: C1 = voted credits of the current year; C8 = carried-forward credits of last
year C1 credits; RO = contribution from Third Countries; C4 = credits of income generated mainly from
interest on pre-financing; C5 = carried-forward of C4 credits of last year.
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6.3.

Payment appropriation execution

The table shows the consumption of the year per fund source, including the revenue
assigned from third countries (R0):

Operation | Payment Execution — Fund Source
al Budget:
Payments c ca cs RO’ TOTAL
execution
Appr,Oprlatlon 0,00 179.934,80 0,00 0,00 179.934,80
s main line (€)
Payments
Appropriati | Grants (€) 1.087.289.932,89 | 3.642.974,64 | 246.385,59 256.314.927,26 1.347.494.220,38
ons
A Experts (€) 9.249.322,86 0,00 0,00 829.126,92 10.078.449,78
Total 1.096.539.255,75 | 3.822.909,44 | 246.385,59 257.144.054,18 | 1.357.752.604,96
Appropriation
. 0,00 14.206,55 0,00 0,00 14.206,55
s main line (€)
Payments Grants (€) 1.087.289.932,89 | 3.616.894,51 | 246.385,59 67.573.305,58 1.158.726.518,57
in 2013
Experts (€) 9.249.322,86 0,00 0,00 829.126,92 10.078.449,78
Total 1.096.539.255,75 | 3.631.101,06 | 246.385,59 68.402.432,50 1.168.819.174,90
Appropriation
. N/A 7,90% N/A N/A N/A
s main line
% Payment | o 100,00% 99,28% 100,00% 26,36% N/A
Consumpti
on
Experts 100,00% N/A N/A 100,00% N/A
Total 100,00% 94,98% 100,00% 26,60% N/A

” For Assigned Revenue 100% yearly consumption is not obligatory.
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The graph below illustrates the evolution of the payment activity per quarter against
forecast:

Consumption of C1 Payment Credits (Grants)

[ 100,0%

1000, EEmACTUAL
e FORECAST

B0%

0%

40% -

20% +— R —

0% -

a1 Q2 Q3 Q4

The graph reflects the overconsumption observed throughout the 3 quarters that proved
the need for additional funds. This overconsumption was the result of the budget cut
received in the initial foreseen payment appropriations. With the transfers occurred
during the Global Transfer and the Amending budget, the situation towards of the year
since most obligations for payments were met.
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6.4. Recovery orders

Number of recoveries Amount recovered €
cashed in 2013

Recovery due to termination by beneficiary 7 1.692.885,68

Recovery due to results of external audits 22 592.783,96

out of which included recovery due to liquidated damages | 10 48.318,07

Other (recovery of pre-financing payments and experts)8 16 405.669,36

Total RO cashed/offset in 20139 45 2.691.339,00

Total RO cancelled in 2013 1 40.539,58

Total RO issued 2013 59 3.066.367,60

Total RO open on 31/12/2013 15 561.445,65

¢ Income generated from pre-financing above € 750.000 is offset via the budget line BGUE-B2012-
08.100100-C4-ERC.

° Including 3 RO issued in 2012, but only cashed in 2013. Recovery order SI12.440627 due to external
audits and including liquidated damages has been cancelled by RO SI2.441040 and not been included in the
count.
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6.5. Grant amendments

The below table shows 2013 requested grant amendments per types of call:

No. of requested Amendments by type of Call
in 2013

1.200

1.000

800

600

400

200

ADG STG POC SUPPORT SYG

The table below shows the distribution of amendment requests by type (one amendment

may include more than one reason):

Electronic submission SINGLE + MULTI 941 35,58%
Change Authorised Representative (INFO)+(AMDT) 612 23,14%
Change Contact details (Art 8) 331 12,51%
Modification duration 216 8,17%
Change banking details 140 5,29%
Modification Annex | 88 3,33%
Others 317 11,99%
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6.6. Administrative budget

Final adopted budget

€40.092.000,00

Committed amount

€38.714.588,31

Paid amount

€36.623.255,57

6.7. Administrative budget versus operational budget

ercea_aar_2013 fina_annexes

Administrative Operational % Operational %
budget Commitment : :
Final L. 40.092.000,00 1.762.521.533,00 2,27% 1.357.752.604 2,95%
appropriation
Total committed 38.714.588,31 1.762.521.533,00 2,20% - -
Total paid 36.623.255,57 - - 1.168.804.966 3,13%
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ANNEX 7: Specific annexes related to "Management of
Resources" (Part 2)

7.1. Redress procedure

Total number of grant proposals received (eligible and non-eligible) 10.171
Number of redress requests received 261
Redress requests % of the proposals received 2,6%
Number of redress requests treated 254
Number of redress requests pending 7
Number of redress cases which led to re-evaluation 7
Redress cases which led to re-evaluation (% of proposals received) 0,07%
Number of re-evaluations being successful 2
Number of re-evaluations pending 0
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7.2. Ethics review

The screening and ethics review of retained proposals aims at ensuring compliance with
ethical principles and relevant legislation. In 2013, only 4 proposals (2 StG 2012 and 2
AdG 2012) involving research on Human Embryonic Stem Cells were cleared following the
ethics review and the regulatory comitology executed by DG RTD.

In addition, one proposal (AdG 2013) involving research on Human Embryonic Stem Cells
(HESC) underwent the Ethics Review by DG RTD and the related dossiers are being
prepared for comitology and another one (AdG 2008) involving research on HESC™
underwent the ethics review following the introduction by the Principal Investigator of an
amendment to insert one new HESC line in the experiments and their dossier.

As regards the monitoring of ethics aspects in running grants, the internal control system
has been reinforced in 2013 by a procedure which is implemented in collaboration
between the scientific and grant management departments and results in Ethic
Monitoring Clearance. It ensures that the proposed research complies with the ethical
principles referred to in the rules for submission and that the number of errors in the
ethics review process is kept very low. Around 270 Ethics Monitoring Clearance Notes
were issued in 2013.

1% Which underwent ethics review by DG RTD in 2008.
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7.3. Ex-post controls — Use of resources and execution of ex-post
control audit plan

2013 2012

Internal resources— own resources audits 8,5 FTE 7 FTE

(i I e e 0 i () = L 2 €517.217,00 (37 audits) | € 452.500,00 (31 audits)

sample
TS By own By framework Total
resources contractor

TOTAL Audits foreseen (AWP 2013) 30 35 65
Identified ) 0 )
(officially entrusted to contractor or in-house)
Launched in 2013
(Letter of Announcement sent) 24 12 36
Launched in previous years 7 0 7
TOTAL On-going as of end of 2013 31 12 43
Closed in 2013 from audits launched in 2013

. 5 25 30
(Letter of Conclusion sent)
Closed in 2013 from audits launched in previous years | 16 26 42
TOTAL Closed in 2013 21 51 72
TOTAL Closed in previous years (2009-2013) 80 112 192

"n 2012, long leaves were taken into account.
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7.4. Results of accounting quality controls

Following the EC Accounting Rule 14 “Economic result of the year, fundamental errors
and changes in accounting policies”, “Errors can arise in respect of the recognition,
measurement, presentation or disclosure of elements of financial statements”. However,
according to the same rule, “Potential current period errors discovered in that period are
corrected before the financial statements are authorised for issue”.

Operational budget

In line with this principle, the accounting quality programme of the Agency aims to
proceed over the last quarter 2013 and at the time of the cut-off, with a certain number
of checks (19) performed on mass accounting figures. Those bulk checks are
complemented by checks on files selected randomly throughout the year (14,5% of the
total number of transactions in grant interim and final payments and recoveries). The
controls aim to spot the possible errors or malpractices that may impair the reliability of
the accounts, if material. Due to the very low number of accounting errors on expert
payments, random selection was not supposed to be part of the accounting quality
programme for 2013, only bulk checks.

The question of materiality is addressed in Accounting Rule 14, whereas, “Material
Omissions or misstatements of items are material if they could, individually or
collectively, influence the decisions or assessments of users made on the basis of the
financial statements. Materiality depends on the nature or size of the omission or
misstatement judged in the surrounding circumstances. The nature or size of the item, or
a combination of both, could be the determining factor”.

The result of all the checks performed in 2013 did not lead to material errors. The rate
calculated in terms of relevant accounting observations is 1,5% at end 2013 for the
operational budget.

Operating budget

In line with the above mentioned principle, the accounting quality programme of the
Agency for the administrative budget in 2013 was established in threefold

- revising on a full population basis all transaction files in commitments, recoveries
and non-recurrent payments;

- revising on a statistical sample basis payments of a recurrent nature and of small
amounts (experts, missions, etc);

- revising the accounts through financial and accounting reports on which are
performed bulk checks (contracts, assets).

The controls aim to spot the possible errors or malpractices that may impair the reliability
of the accounts, if material.

The question of materiality is addressed in Accounting Rule 14, whereas, “Material
Omissions or misstatements of items are material if they could, individually or
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collectively, influence the decisions or assessments of users made on the basis of the
financial statements. Materiality depends on the nature or size of the omission or
misstatement judged in the surrounding circumstances. The nature or size of the item, or
a combination of both, could be the determining factor”.

The result of the checks performed is the corner stone for the certification of the
accounts and the validation of the financial processes by the accounting officer. It is also
the base for the signature of the Representation Management Letter that accompanies
the Financial Statements and Budgetary Implementation reports addressed to the Court
of Auditors. The Letter is signed by the Director for the aspects of Legality and Regularity
of transactions and by the accounting officer for the Reliability and True and Fair view of
the accounts.

ercea_aar_2013 fina_annexes Page 47



	INTRODUCTION
	The ERCEA in brief
	The year in brief

	EXECUTIVE SUMMARY
	Key Performance Indicators
	Implementation of the Agency's Annual Work programme - Highlights of the year
	Key conclusions on resource management and internal control effectiveness
	Information to the Commissioner

	1. IMPLEMENTATION OF THE AGENCY'S ANNUAL WORK PROGRAMME
	Scientific management of the "Ideas" Programme
	1.1.1 Calls for proposals
	1.1.2 Evaluation of proposals
	1.1.3 Scientific follow-up

	Financial management of the "Ideas" Work Programme
	1.1.4 Overview of the achievement of the 2013 key targets
	1.1.5 Implementation of the 2013 operational budget appropriations

	Implementation of ERCEA administrative budget
	Specific efforts to improve 'economy' and 'efficiency' of spending and non-spending activities.
	1.1.6 Example 1
	1.1.7 Example 2


	2. MANAGEMENT OF RESOURCES
	Management of human and financial resources by ERCEA
	2.1.1 Operational budget's underlying transactions
	2.1.2 Administrative budget's underlying transactions
	2.1.3 Fraud prevention and detection

	Budget implementation tasks entrusted to other services and entities
	Assessment of audit results and follow up of audit recommendations

	3. ASSESSMENT OF THE EFFECTIVENESS OF THE INTERNAL CONTROL SYSTEMS
	4. MANAGEMENT ASSURANCE
	Review of the elements supporting assurance
	Reservations and overall conclusion on assurance (if applicable)
	Declaration of Assurance

	201333333333333.pdf
	ERCEA AAR 2014  –  ANNEXES
	ANNEX 1: Statement of the Head of Resources and Support
	ANNEX 2: Human and Financial resources
	2.1. Human resources by ABB activity
	2.2. Financial resources – Implementation of the ERCEA's operating (administrative) budget

	ANNEX 3: Draft annual accounts and financial reports
	3.1. Financial reports – Operational Budget
	3.2. Financial Reports – Administrative Budget

	ANNEX 4: Materiality criteria
	ANNEX 5: Internal Control Template(s) for budget implementation (ICTs)
	5.1. ERCEA operational budget
	5.2. ERCEA Operating budget

	ANNEX 6: Implementation of the ERCEA AWP 2013
	6.1. ERC funding instruments
	6.2. Details of the 2013 commitments execution by main fund sources
	6.3. Payment appropriation execution
	6.4. Recovery orders
	6.5. Grant amendments
	6.6. Administrative budget
	6.7. Administrative budget versus operational budget

	ANNEX 7:  Specific annexes related to "Management of Resources" (Part 2)
	7.1. Redress procedure
	7.2. Ethics review
	7.3. Ex-post controls – Use of resources and execution of ex-post control audit plan
	7.4. Results of accounting quality controls




