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Introduction

The European Court of Auditors (ECA) is the external auditor of the EU’s finances?, in
which capacity it helps to improve the EU’s financial management. More information on our
work can be found in our activity reports, our reviews and our opinions on new or updated EU
laws or other decisions with implications for financial management?.

As part of our mandate, we carry out an annual examination of the accounts, and the
underlying revenue and payments, for EU institutions, agencies and other EU bodies. Our
mandate does not cover the three agencies working in the field of defence (the European
Defence Agency, the European Institute for Security Studies and the European Union Satellite
Centre), which are financed through member states’ contributions and audited by other
independent external auditors®.

This report presents the results of our annual audit of the EU agencies and other EU
bodies (collectively referred to as ‘the agencies’) for the 2023 financial year. For simplification,
we refer to the agencies using their acronyms instead of their full names. A list of all agencies
and their acronyms is provided at the beginning of the report. The report is structured as
follows:

Chapter 1 describes the agencies and the nature of our annual audits.

Chapter 2 presents the overall results of our audit and provides an overview and analysis
of the financing models of EU agencies which collect own revenue. It also makes
reference to our other agency-related audit results and opinions.

Chapter 3 contains a statement of assurance for each of the 43 agencies, together with
our opinions and observations on the reliability of the agencies’ accounts and on the
legality and regularity of the underlying revenue and payments, as well as matters and
observations that do not call these opinions into question.

Overall, our audit of the agencies for the financial year ended 31 December 2023
produced similar results as in previous years. Through the statements of assurance issued for
each agency, we provided:

unqualified (clean) audit opinions on the reliability of all 43 agencies’ accounts,;

1 Article 285 to 287 of the Treaty on the functioning of the European Union.
Available on our website: www.eca.europa.eu.

® Review 01/2014: “Gaps, overlaps and challenge: a landscape review of EU accountability
and public audit arrangements”, paragraph 84.


https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:12012E/TXT:en:PDF
http://www.eca.europa.eu/
https://www.eca.europa.eu/Lists/ECADocuments/LR14_01/QJ0214776ENC.pdf
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unqualified (clean) audit opinions on the legality and regularity of the revenue underlying
all 43 agencies’ accounts;

unqualified (clean) audit opinions on the legality and regularity of the payments
underlying 39 agencies’ accounts, except for EIT, ELA, ENISA, and eu-LISA, for which we
issued qualified opinions.

For most agencies, we draw attention to significant issues or areas for improvement in
‘emphasis of matter’ and ‘other matter’ paragraphs, and in observations not calling the audit
opinions into question.
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The EU agencies

The EU agencies are distinct legal entities set up by acts of secondary legislation to
carry out specific technical, scientific or managerial tasks that help the EU institutions to design
and implement policies. They are located in different member states and have significant
influence in areas of vital importance to European citizens’ daily lives, such as health, safety,
security, freedom and justice.

There are three types of EU agencies: decentralised agencies, executive agencies and
other bodies. The differences between them are described below (see paragraphs 1.8-1.10).

Decentralised agencies address specific policy needs

The 33 decentralised agencies” play an important role in preparing and implementing
EU policies, especially for technical, scientific, operational and regulatory tasks. Their role is to
address specific policy needs and to reinforce European cooperation by pooling specialist
expertise from the EU and national governments. They are set up to operate for an indefinite
period by a regulation of the Council or of the European Parliament and the Council.

Commission executive agencies implement EU programmes

The six executive agencies® carry out executive and operational tasks relating to EU
programmes, such as supporting stakeholders in delivering the European Green Deal (CINEA)
and managing certain Horizon Europe projects (REA). They are set up to operate for a fixed
period of time (currently until 31 December 2028).

Other bodies have specific mandates

The four other bodies are the EIT, EPPO, the ESA and the SRB. The EIT is an
independent decentralised EU body which pools scientific, business and education resources

*  ACER, BEREC Office, Cedefop, CdT, CEPOL, CPVO, EASA, EBA, ECDC, ECHA, EEA, EFCA, EFSA,
EIGE, EIOPA, ELA, EMA, EMCDDA, EMSA, ENISA, ERA, ESMA, ETF, EUAA, EUIPO, eu-LISA,
EU-OSHA, EUSPA, Eurofound, Eurojust, Europol, FRA, Frontex.

5 CINEA, EACEA, EISMEA, ERCEA, HaDEA, and REA.


https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal_en
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to boost the EU's innovation capacity by providing grant funding. EPPO is an independent EU
body which investigates and prosecutes crimes against the EU budget. The ESA is tasked with
guaranteeing the regular and equitable supply of nuclear fuels to EU users in line with the
Euratom Treaty. Lastly, the SRB is the central authority of the Single Resolution Mechanism in
the European Banking Union. Its mission is to ensure the orderly resolution of banks which are
failing or likely to fail, so there is as little impact as possible on the real economy and public
finances of EU member states. In this report, we also report on the SRB’s contingent liabilities.

Recent changes

The number of agencies has increased over the years but has remained unchanged
since 2022. This report covers 43 agencies, as shown in Figure 1.1. In 2024, the European
Monitoring Centre for Drugs and Drug Addiction (EMCDDA) was superseded by the European
Union Drugs Agency (EUDA).
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Figure 1.1 — Timeline and overview of the evolution of agencies

= 1agency ESA
= 3 Cedefop, Eurofound
@8 Other bodies
@B Decentralised agencies
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EEA, ETF
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42 ELA

43 HaDEA

4 33 6
Note: Each year refers to that in which the founding act of the agency (or its predecessor) came into

force.
Source: ECA.
All Commission executive agencies are located in Brussels. Decentralised agencies

and other bodies are located across the EU, as shown in Figure 1.2. Their locations are decided
by the Council or jointly by the Council and the European Parliament.



16

Figure 1.2 — Agencies’ location across the member states
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Note: To go straight to our individual statement of assurance on an agency, click on its name in the
diagram.

Source: ECA.

Agencies are financed from various sources and under different
MFF headings

1. 13. In 2023, the total budget of all agencies (excluding the SRB) was €4.7 billion
(2022: €4.5 billion). This is equivalent to 3 % of the EU’s general budget for 2023 (2022: 3 %),
as shown in Figure 1.3.

1,14, The 2023 budget of the SRB was €13.6 billion (2022: €11.3 billion). This consists of
contributions from banks to set up the Single Resolution Fund (€13.5 billion) and to finance the
SRB’s administrative expenditure (€151 million).
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1 . 15 . The budgets of the decentralised agencies and the other bodies cover their staff,
administrative and operational expenditure. The executive agencies implement programmes
financed from the Commission’s budget. Their own budgets, which in 2023 amounted to
€391 million (2022: €345 million), only cover their own staff and administrative expenditure.
The amount of the general EU budget managed by the executive agencies in 2023 to
implement programmes on behalf of the Commission was €18.7 billion (2022: €19.3 billion).

Figure 1.3 — Agencies’ financing sources for 2023

billion euros 4.7
|
( ]
3.3
165.2 EU (Commission)
General EU budget subsidies/contributions

EU budget
managed by — 1.0
EEENE Fees, charges and
JGSHICICS contributions from
national supervisory
authorities Total SRB
budget
Assigned  Other
revenue  revenue
L | )
Total agencies budget:
18.3

11% 15%

of the EU Budget of the Administrative
expenditure of EU

Institutions and bodies

Source: General budget of the European Union for the 2023 financial year; final annual accounts of the
European Union 2023; annual activity reports of the executive agencies for 2023; compiled by the ECA.

1 . 16. Most agencies, including all executive agencies, are financed almost entirely by the
EU general budget. The others are partly or fully financed by fees and charges from industry
and by direct contributions from countries participating in their activities. Figure 1.4 gives a
breakdown of the agencies’ budgets by source of revenue.
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Figure 1.4 — Agencies’ 2023 budgets by source of revenue

H 829.4 Frontex \

= 361.2 EIT
= 294.2 eu-LISA
Agencies ranked by - 51722 :nr;\)}\)ol
total size of income : 1476 EFSA
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~ 1 032 — 1.0 ESA
= 448.6 EMA \
= 233.6 EASA
Other revenue = 1233 ECHA
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— 519 EBA self-financed
— 36.7 EIOPA
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Contributions from
credit institutions to
Single Resolution
Fund and SRB
=~13613 SRB | Fully
13613.1 self-financed
AN
= 304.5 EUIPO
- 486 CdT

- 217 cevo

Note: Budgetary reserves are not included.

Source: Agencies’ final annual accounts 2023, compiled by the ECA.

1. 17. Figure 1.5 presents the agencies’ 2023 budgets. They are broken down by type of
expenditure (Title | — staff costs, Title Il — administrative expenditure, and Title Ill — operational
expenditure, together with any other titles used). Most agencies do not implement big
operational spending programmes; instead, they deal with technical, scientific or regulatory



tasks. As a result, most agencies’ budgets consist mainly of staff and administrative
expenditure. Overall, in 2023, agencies’ staff and administrative budgets represent around
15 % of the total payment appropriations available under Multiannual Financial Framework
(MFF) heading 7 — European public administration. This compares with 49 % for the
Commission, 17 % for the Parliament, 8 % for the EEAS, 5 % for the Council and 6 % for the
other EU institutions and bodies.
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Figure 1.5 — Agencies’ 2023 expenditure for each budget title
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The figure for EUIPO includes appropriations of €106 million, mostly from past positive budget results as
presented in its adopted budget and disclosed in its accounts.

The figure for SRB comprises two parts: €151 million for the administration of the Board and
€13.5 billion of annual ex ante contribution for the Single Resolution Fund.

Source: Agencies’ final annual accounts 2023, compiled by the ECA.
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1. 18. Figure 1.6 shows how many staff the agencies employed on 31 December 2023. In
total, they employed 16 146 members of staff (2022: 15 775). This figure corresponds to the
actual number of posts occupied by permanent officials, temporary and contract staff and
seconded national experts on that date. Taking the establishment plans approved in the EU
general budget as a basis, about 18 % of all EU staff work for agencies. This compares with
49 % working for the Commission, 14 % for the Parliament, 6 % for the Council, 4 % for the
Court of Justice, 4 % for the EEAS, 2 % for the ECA and 3 % for the other EU institutions and
bodies.

Figure 1.6 — Number of staff per agency at the end of 2023

H Decentralised agencies
I Executive agencies
Il Other bodies

FRONTEX I, 2 238
EUIPO I 1 232
EvrRoPOL I 1 030

EMA [
REA I 376
EASA I 752
ECHA I 551

EFSA I 579

CINEA I 567

EUAA I 520

ERCEA I 525
EACEA I 511

SRB I 157
HADEA I 443
ECDC I 349

EISMEA I 346
eu-LISA I 341
ESMA I 38
EUROJUST N 293
EUSPA I 296

EMSA I 236

EEA I 254

EPPO I 224

EBA I 221

ERA I 203

DT I 101

EIOPA I 136 Agencies’ staff as
A -11:; percentage of all
ETF 127 EU staff in 2023:
ENISA 113 o
CEDEFOP I 109

FRA Il 106 1 8 / Y
EFCA 102

EMCDDA Il 101
EUROFOUND M 95

CEPOL Il o1
EIT M 66
EU-OSHA M 63
CPVO M50
EIGE W45
BEREC Office 45
ESA Ie

Source: ECA.
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The €3.3 billion in contributions from the EU general budget is financed under

different MFF headings, as illustrated in Figure 1.7.

Figure 1.7 — Agencies financed under each EU general budget’s MFF

heading

(million euros)

1116 622 82 1233 237 0.3
-

MFF 1 MFF 2 MFF 3 MFF 4 MFF 5
Single market, Cohesion, Natural Migration Security
innovation and resilience and  resources and and border and defence

digital values environment management

ACER Cedefop EEA EUAA CEPOL
BEREC Office ECDC EFCA eu-LISA EMCDDA
EASA EFSA Frontex Europol
EBA EIGE
ECHA* EMA
EIOPA ETF
EIT EU-OSHA
EMSA Eurofound
ENISA Eurojust
ERA FRA
ESMA EPPO

EUSPA ELA

HaDEA EACEA

EISMEA

ERCEA
CINEA
REA

Note: ECHA is mainly financed from MFF 1, but also, to a lesser degree, from MFF 3.

Source: Agencies’ final annual accounts 2023, compiled by the ECA.

MFF 7

European public
administration

ESA

In the case of most decentralised agencies and other bodies, and all the Commission
executive agencies, the European Parliament and the Council are responsible for the annual
budgetary and discharge procedures. The timeline of the discharge procedure is shown in

Figure 1.8.
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Figure 1.8 — Discharge procedure for most agencies

By 1 June n+1 By 15 November n+1 By mid-February n+2
ECA adopts agencies ECA transmits its Annual EU the Council adopts its
preliminary agencies report to the EP and recommendations on the
observations the Council including the discharge and transmits
statement of assurance them to EP

By 1 March n+1 Between December n+1 By end March n+2
agencies transmit agencies adopt and end of January n+2 adoption of the EP
their provisional their final accounts hearings of the directors of EU reports in the Plenary
accounts to the ECA agencies before the EP’s session - EP decides
Committee on Budgetary whether to grant or
Control and Budget postpone discharge
Committee of the Council
Source: ECA.

The budgetary and discharge procedures for two fully self-financed decentralised
agencies (the CPVO and EUIPQ) are administered by, respectively, the CPVO Administrative
Council and EUIPO Budget Committee, not by the European Parliament and the Council®.
Similarly, the SRB’s annual budgetary and discharge procedure is solely under the
responsibility of its Board.

The EU Agencies Network was set up by the agencies and joint undertakings as a
cooperation platform to enhance their visibility, to identify and promote possible efficiency
gains, as well as actions with clear EU added value. It enables the agencies to communicate in
a more coordinated way with their stakeholders and the general public on issues of shared
concern and provides a central point for gathering and disseminating information among all
agencies. It also helps the agencies to share services, knowledge, and expertise. In 2020, the
Network endorsed its second multiannual strategy (2021-2027)’, which consists of two pillars
shaped by the Commission’s political and strategic direction:

® Review 01/2014: “Gaps, overlaps and challenges: a landscape review of EU accountability

and public audit arrangements”, paragraph 84.

7 2021-2027 Strategy for the EU Agencies Network, Brussels, 9 November 2020.


https://agencies-network.europa.eu/index_en
https://www.eca.europa.eu/Lists/ECADocuments/LR14_01/QJ0214776ENC.pdf
https://agencies-network.europa.eu/document/download/420248af-bb71-4585-a594-96b1154693af_en?filename=euan_strategy_2021-2027.pdf
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the Network as a role model for administrative excellence;

the Network as a well-established institutional partner.

EU Agencies Network is chaired by a different agency or joint undertaking every year
on a rotational basis. In 2023, this role was fulfilled by the Fusion for Energy joint undertaking
(until 28 February) and by EIOPA (from 1 March). Twice per year, the Network holds plenary
meetings coordinated by a shared support office. There are ten thematic sub-networks
(see Figure 1.9) within the Network. These can also interact with EU institutions, which can
themselves be members of the sub-networks. The ECA participates actively in some plenary
and sub-network meetings by sharing good practices and providing information on audit
processes and results.

Figure 1.9 — EU Agencies Network’s shared support office and
sub-networks

Greening Performance
Network Development Network

Heads of Communication ’\ Network of Agencies’
and Information Network Procurement Officers

1/
EU Agencies Network EUAN'S Information and
on Scientific Advice Shared Support Communications Technologies
Office v

Inter-Agency Appeal Inter-Agency

Proceedings Network \ / Accountants’ Network

European Fee-Receiving Inter-Agency Legal
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Our audit

As required by Article 287 of the Treaty on the Functioning of the European Union,
we have audited:

the accounts of all 43 agencies, which comprise the financial statements (i.e. the balance
sheet, the statement of financial performance, the cash flow statement, the statement of
changes in net assets and a summary of significant accounting policies and other
explanatory notes) and the reports on the implementation of the budget (which
aggregate all budgetary operations and explanatory notes) for the financial year ended
31 December 2023, and

the legality and regularity of the transactions underlying those accounts.

On the basis of the results of our audit, we provide the European Parliament and the
Council, or the other discharge authorities (see paragraph 1.21), with one statement of
assurance as to the reliability of each agency’s accounts and the legality and regularity of the
underlying transactions. We supplement the statements of assurance with significant audit
observations, where appropriate.

The ECA also carries out audits, publishes special reports and issues opinions on
specific topics. Some of these concern the EU agencies. See Figure 2.6 for a list of ECA special
reports referring to agencies and issued between 1 January 2023 and 30 June 2024.

Our audit is designed to address key risks that we have identified on the basis of our
audit results from previous years. For the 2023 financial year, the audit was carried out in
response to the risk assessment, which is summarised in Figure 1.10.
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Figure 1.10 — Assessment of key risks
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Source: ECA.

The agencies’ accounts are established by applying the accounting
rules adopted by the Commission’s accounting officer. These are
based on internationally accepted accounting standards for the
public sector. In the past, we identified few material errors in the
agencies’ accounts.

The overall risk to the legality and regularity of revenue is low.

Some agencies are partly or fully self-financing. In these cases,
specific regulations govern the charging and collection of service fees
and other revenue contributions. The level of risk affecting the
regularity of the revenue of these agencies is medium.

Title | - Staff expenditure

Salaries are mainly administered by the Commission’s PMO
service, which the ECA audits regularly.

Title Il - Administrative expenditure

Agencies are not always successful in achieving the
satisfactory levels of transparency and value for money in
tenders with complex procurement rules and procedures.

@ Title lll - Operational expenditure

The level of risk affecting operational expenditure varies by
agency, running the entire range of risk levels from low to
high. It depends on the specific type of operational
expenditure that each agency incurs. In general the risks are
similar to those affecting Title I, but with much higher
amounts.

Most of the problems we identified concerned public procurement
procedures which did not ensure that the best possible value for
money was achieved.

Previous audits showed high carry-overs of committed
appropriations. These, however, were usually justified by the
multiannual nature of operations or were caused by factors beyond
agencies’ control.

Where appropriate, we use the work of other auditors to support our work on the

agencies. We do so in particular in our work on the reliability of the EU’s accounts. The
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financial statements of all decentralised agencies and other bodies except the CPVO, EUIPO
and ESA are audited by external audit firms. In accordance with internationally accepted
auditing standards, we use the results of these audits after considering the independence and
objectivity of the auditors, their professional competence, and after checking the scope and
quality of their work. However, all audit opinions in this report are ours, and we take full
responsibility for them.

We cooperate with the European Anti-Fraud Office (OLAF) in matters relating to
suspected fraud and other illegal activity affecting the EU’s financial interests, and with the
EPPO in matters relating to suspected crimes against the EU’s financial interests. We notify
OLAF or EPPO about any suspicion that arises in the course of our audit work, even though our
audits are not designed specifically to identify fraud.



o)
@)

RAT;
P oy

(&
ug

EUROPEAN
COURT
OF AUDITORS

Chapter 2

Overview of audit results

28



29

Introduction

This chapter presents an overview of the results from the ECA’s annual audits of the
agencies for the 2023 financial year. It includes work on a horizontal topic related to the
financing models of the EU agencies that collect their own revenue, as well as other recent
agency-related audit work published by the ECA. Based on our audit work, we suggest several
actions to be taken by the agencies.
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Results of the annual agency audits for
the 2023 financial year are positive
overall

Overall, our audit of the annual accounts of the agencies for the financial year ending

on 31 December 2023 gave similar results as in previous years (see Figure 2.1).

Figure 2.1 — 2021-2023 annual audit opinions on agencies’ accounts,

revenue and payments
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Source: ECA.

For the 2023 financial year, we issue unqualified (‘clean’) audit opinions on the

accounts of all 43 agencies (see Figure 2.1).

‘Emphasis of matter’ paragraphs are important to understanding the
accounts of CdT, CINEA, EBA, EIT, EMA, ERA, ESMA, Eurojust, eu-LISA,

Frontex and SRB.

‘Emphasis of matter’ paragraphs draw readers’ attention to a matter presented or
disclosed in the accounts which is of such importance that it is fundamental to the
understanding of the accounts or the underlying revenue or payments. For the 2023 financial
year, we have used ‘emphasis of matter’ paragraphs in our reports on 11 agencies: the CdT,
CINEA, the EBA, the EIT, EMA, ERA, ESMA, Eurojust, eu-LISA, Frontex and SRB.

The CdT provides disclosures on the decline in operating revenue, which has
negatively affected its economic outcome, and on the continuing shrinkage of the reserve that
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was created in 2011 to offset fluctuations in business volume and ensure budgetary and
pricing stability.

The CINEA, ERA and Eurojust accounts include disclosures regarding the
implementation of SUMMA, a new budgetary, accounting and financial system, as a pilot.

The EBA’s accounts include disclosures on the significant impacts of the Digital
Operational Resilience Act (DORA) and the Markets in Crypto-assets Regulation (MiCAR) as
regards the unfunded resources needed to set up the related tasks and implement an
appropriate oversight and supervisory policy.

The EIT’s accounts disclose assumptions that were used to estimate operational costs
(grant expenses), which are accrued and presented in the balance sheet as a decreasing item
of pre-financing assets. Grant expense accrual is a significant estimate that inevitably entails
uncertainty.

EMA provides significant disclosures relating to its former London premises and the
uncertainties created by the fact that the subtenant’s parent company has filed for
bankruptcy. EMA could be held liable for the entire amount remaining payable under the head
lease. The maximum amount, including a council tax liability, that will be payable by EMA if the
premises remain vacant for the remainder of the lease, is €550 million.

EMA is currently renegotiating the sublease conditions with the group’s UK branch. As part of
these renegotiations, EMA has agreed to a deferral of rental payments for the first two
quarters of 2024 and a reduction in the subtenant’s rent from 1 January 2024. In this
connection EMA has made a provision for onerous contract in the amount of €131.4 million.

The accounts of ESMA and the EBA include a disclosure of uncertainty regarding the
outcome of a lawsuit (UniSystems Luxembourg and Unisystems systimata pliroforikis v ESMA —
case T-750/22). ESMA also provides a disclosure on an impairment in relation to outstanding
fees from third-country supervised entities.

The accounts of eu-LISA include a disclosure regarding the financial situation of a
key contractor with two active framework contracts.

Frontex’s accounts include a disclosure explaining the acting accounting officer’s
reversal of changes made by the previous accounting officer between 2020 and 2022. This
concerns the 2022 closing balance of net assets, revenue from the EU subsidy, contributions
from Schengen-associated countries, and the reversal of previous years’ write-offs.

SRB'’s accounts include disclosures on its potential financial exposure as a result of
the latest judgments of the General Court in relation to the ex ante contributions and the


https://curia.europa.eu/juris/document/document.jsf?text=&docid=270267&pageIndex=0&doclang=en&mode=req&dir=&occ=first&part=1&cid=12713845
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annual target level amounting to €2.77 billion, on administrative appeals and judicial
proceedings brought against the SRB before EU courts, and on the fact that the initial period of
the Single Resolution Fund has come to an end and the target level has been reached.

‘Other matter’ paragraph addresses an issue of specific importance for
the SRB accounts

‘Other matter’ paragraphs serve to communicate significant matters other than
those that are presented or disclosed in the annual accounts.

Our legal mandate includes two reporting obligations with regard to the SRB. Firstly,
Article 287 of the Treaty on the Functioning of the European Union requires us to issue “a
statement of assurance as to the reliability of the accounts and the legality and regularity of
the underlying transactions”, which we do in the specific annual report on the SRB (see
chapter 3). Secondly, Article 92(4) of the SRM Regulation imposes on us an obligation to
“report on any contingent liabilities (whether for the Board, the Council, the Commission or
otherwise) arising as a result of the performance by the Board, the Council and the
Commission of their tasks under this Regulation”. We meet the second reporting obligation in
the Appendix to the specific annual report on the SRB.

For the 2023 financial year, we issue unqualified (‘clean’) audit opinions on the
legality and regularity of the revenue underlying all agencies’ accounts (see Figure 2.1).

‘Other matter’ paragraph addresses an issue of specific importance for
the SRB’s revenue

The SRM Regulation does not establish a comprehensive and consistent control
framework to ensure the reliability of the information which banks provide to the SRB for the
calculation of their ex ante contributions to the Single Resolution Fund. However, the SRB does
perform consistency and analytical checks of that information, as well as some ex post checks
of individual banks. The SRB cannot release details on the risk-adjusted calculations it makes
for each bank’s contribution, as they are interlinked and include confidential information
about other banks. The SRB has significantly improved transparency within the limits imposed
by its obligation to observe the confidentiality of the institutions’ business secrets, and to meet
the standards of reasoning and transparency set by the European Court of Justice.

As in the previous financial year, we noted that, when calculating the 2023 contributions, the
SRB organised a consultation with the institutions in question. Under this procedure, the SRB
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communicated data that allowed banks to simulate the calculation of their 2023 ex ante
contributions, including the impact of any adjustments to the data they had initially submitted.

For the 2023 financial year, we issue unqualified ('clean’) audit opinions on the
legality and regularity of the payments underlying the annual accounts of 39 agencies
(see Figure 2.1).

For four agencies (EIT, ELA, ENISA and eu-LISA) we issued qualified opinions. In each
case the amount of expenditure affected exceeded the materiality threshold set for this audit.

For EIT the qualification is linked to irregular grant payments, which EIT checked
ex post using a sample of 174 cost items. Of these, EIT rejected certain costs in relation to
27 cost items and we identified further three cost items for which EIT could not demonstrate
that the beneficiaries had complied with essential conditions set out in the grant agreement.
The resulting total estimated amount of irregular grant payments is €12.2 million.

In the case of ELA, the qualification regards payments of €1.6 million made in 2023
in connection with a contract awarded following an open procedure that we assessed as
irregular in our 2022 report (€1.3 million) and in connection with shortcomings in ex ante
checks in the area of contract implementation (€0.3 million).

For ENISA, the qualification is linked to irregular payments made in 2023 in the
amount of €1.8 million in relation to reassignment of funds between different contracts and
commitments, which contravened the rules.

For eu-LISA, the qualification is linked to irregular payments of €12.6 million made in
2023 for the implementation of contracts we audited for 2023 (€2.7 million) and other
contracts that we assessed as irregular in our 2022 report (€9.9 million).

In total, we make 86 observations, concerning the need for further improvements at
34 agencies. These numbers include the observations which serve as the basis for qualified
opinions. Our observations concern shortcomings in public procurement procedures,
management and control systems and budgetary management. Weaknesses in public
procurement procedures remain the main source of irregular payments.


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf

2.25. Figure 2.2 and Figure 2.3 show how many of each type of observation are made in
the report in respect of these 34 agencies.

Figure 2.2 — Number of observations on each agency
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Figure 2.3 — Number of observations by type of frequent weaknesses
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Public procurement weaknesses are increasing and remain the largest

source of irregular payments

The objective of public procurement rules is to enable procuring entities to obtain

the goods and services they need at best price, while ensuring fair competition between
tenderers and compliance with the principles of transparency, proportionality, equal
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treatment and non-discrimination. We audited procurement by all the 43 agencies. For 23° we

reported public procurement shortcomings (see Figure 2.3). Box 2.1 presents examples of

typical irregularities in the award and implementation of contracts.

¢ ACER, CdT, CEPOL, CPVO, EASA, EBA, ECDC, EEA, EFCA, EIGE, ELA, EMCDDA, EMSA, ENISA,

ERA, ERCEA, ESMA, ETF, EUAA, EUIPO, eu-LISA, EU-OSHA and Eurojust.
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Box 2.1

Examples of the irregular award and implementation of contracts

The CPVO signed two contracts of a similar nature for information security services, for a
combined total of €339.3 thousand. Both contracts were awarded to the same provider,
using a cascade mechanism. The underlying framework contract allowed this award
mechanism to be used for individual contracts up to €200 thousand.

Considering the similar nature of the contracted services and the fact that the combined
total value exceeded €200 thousand, the CPVQ’s decision to treat these contracts as two
separate ones, and to use the cascade mechanism instead of re-opening competition,
contravened Article 160 of the Financial Regulation, which prohibits the splitting of
contracts to circumvent the rules. The associated payments (€339.3 thousand in 2023)
were therefore irregular.

EFCA used an interinstitutional framework contract for the provision of travel services to
acquire event organisation services, which was beyond the scope of the contract as
applicable to EFCA. The associated payments (€257 thousand in 2023) were therefore
irregular.

We note that the number of observations we make about procurement has
remained high over the last three financial years (34 in 2021, 48 in 2022, 43 in 2023), and the
number of agencies concerned has remained stable (22 in 2021, 24 in 2022, 23 in 2023). As
shown in Figure 2.4, since the 2021 report we have made new observations on procurement
every year in relation to eight agencies (CdT, CEPOL, CPVO, EBA, EIGE, ELA, ENISA and eu-LISA).
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Figure 2.4 — Our observations on public procurement weaknesses and

irregularities have increased in the last three years
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Action to be taken 1

The agencies concerned by public procurement errors should further improve their public
procurement procedures, ensuring full compliance with the applicable rules, so that they
achieve the best possible value for money.

When implementing framework contracts, agencies should only use specific contracts to
procure goods or services covered by the associated framework contract. Agencies should
also ensure that they comply with the rules given in the Financial Regulation for modifying
existing contracts. They should also ensure that specific contracts define the prices,
guantities and delivery times and that contract implementation is subject to adequate
checks relating to these key elements.

Some management and control systems are affected by weaknesses

Agencies have their own legal personality and are governed by EU law
(see paragraph 1.6). Management and control systems are crucial to ensure the proper
functioning of agencies and are required by the Financial Regulation in support of the principle
of sound financial management.

For 12 agencies® we report non-procurement weaknesses in management and
control systems. Our observations concern issues such as the absence of adequate
ex post/ex ante checks, expenditure implemented without the proper delegation of power by
an authorising officer, and weaknesses in the management of grants and commitments, as
well as other issues, including shortcomings in business continuity or risk management, or
segregation of duties. Figure 2.3 shows the most common types of internal control
weaknesses we have identified. Box 2.2 provides an example of such weaknesses.

9 ACER, EEA, EISMEA, EIT, EMA, ENISA, EPPO, Eurofound, Eurojust, Europol, EUSPA, SRB.
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Box 2.2

Example of weaknesses in management and control systems

The EEA outsourced ex ante financial checks of grant payments to the European Topic
Centres (contracted to carry out tasks agreed with the EEA’s partner network) to an
external contractor.

We found a number of shortcomings in the resulting control arrangements:

— The EEA did not update its procedures for ex ante checks or its ex post strategy to
reflect the fact that ex ante checks had been outsourced. This creates the risk that
the quality of the checks performed by the contractor is not ensured or that the
results of these checks are not properly followed up.

— Inone case, the EEA did not sufficiently follow up on the results of the contractor’s
checks regarding salary costs.

— The EEA did not require the contractor to check whether any salaries — the biggest
cost category — had been declared more than once (this is a risk because the same
partner, with the same staff, can be the beneficiary of more than one grant
agreement), or whether the ETCs’ cost declarations were consistent with previous
years’ payments.

Action to be taken 2

The agencies’ implementation of their budgets should be subject to effective and efficient
internal controls. These should include robust ex ante controls to prevent errors and
irregularities before operations are authorised.

Weaknesses in budgetary management mainly resulted in high
carryovers or late payments

For 18 agencies'® we report weaknesses relating to various aspects of budgetary
management, for example excessive automatic carryovers of non-differentiated
appropriations, late payments, or issues with fees. Figure 2.3 shows the most common types
of weaknesses concerning budgetary management. Box 2.3 provides an overview in relation to
late payments.

10 ACER, CPVO, ECDC, EEA, EFCA, EIGE, EIOPA, ELA, EMCDDA, ENISA, ERA, eu-LISA, EU-OSHA,
EUROFOUND, EUROJUST, EUSPA, FRA and Frontex.
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Box 2.3

Frequency of late payments

The rules require agencies to make payments within specified time limits; any failure to
honour these deadlines may entitle creditors to late-payment interest. As part of our
work, we report whenever the frequency of late payments exceeds 5 %.

For 2023 we note that the total amount of late-payment interest was immaterial, but nine
agencies (ACER, ECDC, EEA, EMCDDA, ENISA, ERA, EU-OSHA, Eurojust and Frontex)
nonetheless frequently made payments after the corresponding deadline.

Frequency of late payments by agency:

Frequency of
Agency late payments
ACER 11 %
ECDC 7%
EEA 18 %
EMCDDA 10 %
ENISA 9%
ERA 13 %
EU-OSHA 13 %
Eurojust 53 %
Frontex 13 %

Action to be taken 3

The agencies concerned should improve their compliance with the legal time limits for
payments. Although the total amount paid in late-payment interest was immaterial, the
significant frequency of late payments is detrimental to the agencies' reputation.

Figure 2.5 shows the level of automatic carryovers of voted non-differentiated
appropriations for each agency. The Financial Regulation does not set ceilings for carryovers.
We consider the level of carryovers to be excessive if the value exceeds 10 % for staff costs
(Title 1), 20 % for administrative expenditure (Title II) or 30 % for operational costs (Title Il and
others), or if the overall value exceeds the 15 % benchmark which we have established on the
basis of the level of carryovers of the voted non-differentiated appropriations of EU
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institutions. In addition, we only report excessive levels of carryovers if they are recurrent. In
2023 this was the case for 11 agencies®".

Figure 2.5 - Level of carryovers affecting all budget titles combined
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Action to be taken 4

To resolve excessive levels of carryovers, the agencies concerned should further improve
their budget planning and implementation cycles. They should also assess the
appropriateness of using non-differentiated appropriations (intended for annual
administrative expenditure) to fund operational expenditure (more commonly
multi-annual, for which, in principle differentiated appropriations are better suited).

11 ACER, ECDC, EFCA, EIGE, ELA, eu-LISA, EU-OSHA, Eurofound, EUSPA, FRA and Frontex.
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Agencies are following up on previous years’ audit observations

We provide information on the status of follow-up actions taken by the agencies in
response to observations from previous years. For the 135 observations that had not been
addressed at the end of 2022, corrective action had been completed in 66 cases. For
27 agencies'” we report a total of 69 observations from previous years that remained open at
the end of 2023.

Box 2.4 explains the different statuses of follow-up used in this report and gives
examples of typical situations to which they apply.

Box 2.4

Status of follow-up as used in this report

Closed: There is evidence that the agency or another entity concerned took corrective
action to address the observation, or the observation is no longer applicable, for example
because the contract which gave rise to the observation has expired or because, due to a
change of circumstances, the cost of addressing the issue outweighs the benefits.

Open: No corrective action has been taken to address the observation, or there is some
evidence that corrective action has been taken, but the process is not yet fully
implemented or complete.

12 ACER, CdT, Cedefop, CEPOL, CINEA, CPVO, EASA, EFCA, EIGE, EIOPA, EISMEA, EIT, ELA, EMA,
EMCDDA, EPPO, ERA, ESA, ETF, EUAA, EUIPO, eu-LISA, Eurojust, Europol, FRA, Frontex and
HADEA.



43

Financing models of EU agencies that
collect their own revenue

We supplemented our recurrent audit work on the reliability of the agencies’
accounts and the legality and regularity of their revenue and payments with an overview and
analysis of the financing models of the twelve EU agencies which collect their own revenue,
either in addition to the subsidy received from the EU budget (ACER, EASA, EBA, ECHA, EIOPA,
EMA, ERA, ESMA) or as their sole source of financing (CdT, CPVO, EUIPO and SRB).

An agency’s own revenue is provided for in its founding regulation or other EU
legislation. Own revenue includes any fees, charges and contributions collected in relation to
the agency’s core activities, other than the subsidy from the EU budget or assimilated
contributions from participating third countries. It is different from incidental revenue (or
‘other revenue’), which is generally unrelated to the agency’s core activities (such as revenue
from subletting or from positive exchange rate differences).

Our objective was to examine the similarities and differences in the way agencies
handle their own revenue, in order to identify good practices and areas for improvement. For
this we made a survey of the 12 agencies concerned. We examined their financial statements,
consolidated annual activity reports and other documents for the period 2019-2023, as well as
our own special reports. Unless specified otherwise, the figures on agencies’ revenue and
related costs are presented on a cash basis because, for many agencies, the available
cash-based figures were more detailed and comprehensive than accruals-based figures. In the
case of the SRB, we also excluded from the scope of this analysis part Il of its budget, i.e.
contributions to the Single Resolution Fund and the related return on investments, which
amounted to €11.0 billion in 2023.

The 12 agencies that collect their own revenue can be grouped by the fields in which
they operate: chemicals and medicines (ECHA and EMA), energy (ACER), finance (EBA, EIOPA,
ESMA and SRB), intellectual property rights (CPVO and EUIPO), translation (CdT) and transport
(EASA and ERA). As shown in Figure 2.6, own revenue constitutes a significant part of the
agencies’ budgets, ranging from 27 % for ECHA and ERA to 86 % for EMA and nearly 100 % for
the four fully self-financed agencies. The total amount in own revenue collected by EU
agencies in 2023, excluding contributions to the Single Resolution Fund collected by the SRB,
was €1.1 billion, which is around a quarter of the combined budget of all 43 EU agencies. It is
mainly because own revenue accounts for so much of the budget that we decided to cover this
topic.
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Figure 2.6 — Share of own revenue in the budgets of the agencies
concerned varies from 27 % to nearly 100 %
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Single Resolution Fund and the related return on investments, which amounted to €11.0 billion in
2023.

Source: ECA, based on the agencies’ financial data and replies to our survey.
2.38. As shown in Figure 2.7, over the last five years the amount of own revenue collected

by EU agencies increased by 23 %, which is slightly above the euro area inflation rate of 19 %
during that period. Agencies collect their revenue in distinct ‘revenue streams’ consisting of
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fees or contributions defined in legislation for a given public service. For example, issuing type
certificates confirming the airworthiness of a given category of aircraft is one revenue stream
for EASA, and issuing approvals for design organisations in the aviation sector is another.
Between 2019 and 2023, the number of revenue streams used by EU agencies increased

from 81 to 86. Of the five revenue streams that were added in that period, four concern ESMA
(two added in both 2020 and 2022). The fifth concerns ACER, which in 2021 became the
twelfth agency to collect own revenue. Overall, the five new revenue streams brought in
€19.7 million — 9 % of the total increase of €214.3 million over the last five years.

Figure 2.7 — Own revenue has been increasing slowly over the last five
years

Number of revenue
streams

Number of agencies m11 m11 12 HE12 w12
collecting their own AEEEEE EEEEEE EEEEEE EEEEEE EEEEEE
revenue ESEEEE EEEEEEN EEEEEE EEEEEE EEEEEE
1146.7
932.1 958.1
Total amount of own
revenue
(million euros)
2019 2020 2021 2022 2023

Source: ECA, on the basis of the agencies financial data and agencies’ replies to our survey.

2 .39 . In 2024, new or amended legislation relating to fees was adopted for five agencies
(ACER, EBA™, EMA, EIOPA'* and ESMA™). In addition, there are currently legislative proposals

13

Commission Delegated Regulation (EU) 2024/1505 supplementing Regulation (EU)
2022/2554 by determining the amount of the oversight fees to be charged by the Lead
Overseer to critical ICT third-party service providers and the way in which those fees are to
be paid; Commission Delegated Regulation (EU) 2024/1503 supplementing Regulation (EU)
2023/1114 by specifying the fees charged to issuers of significant asset-referenced tokens
and issuers of significant e-money tokens.

14 Commission Delegated Regulation (EU) 2024/1505; Proposal for a Directive amending

2009/65/EC, 2009/138/EC, 2011/61/EU, 2014/65/EU and (EU) 2016/97; Retail investment
strategy.

15 Commission Delegated Regulation (EU) 2024/1505; Regulation (EU) 2023/2631 on
European green bonds; Commission Delegated Regulation (EU) 2024/1702 amending


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401106
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32023R1114
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R0568
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R1505
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R1505
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R1505
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R1505
https://eur-lex.europa.eu/eli/reg_del/2024/1503/oj
https://eur-lex.europa.eu/eli/reg_del/2024/1503/oj
https://eur-lex.europa.eu/eli/reg_del/2024/1503/oj
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R1505
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52023PC0279
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52023PC0279
https://finance.ec.europa.eu/publications/retail-investment-strategy_en
https://finance.ec.europa.eu/publications/retail-investment-strategy_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R1505
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32023R2631
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32023R2631
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32024R1702#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1702%20of%2011%20March,European%20Securities%20and%20Markets%20Authority%20to%20trade%20repositories
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on the table regarding fees for three agencies (ERA, ESMA, EUIPO?®). The changes adopted or
proposed so far concern the creation of new revenue streams for EBA, EIOPA, ESMA and
EUIPO, and reforms to the existing revenue streams of ACER, ECHA, EMA, ERA, ESMA and
EUIPO.

The 12 partly and fully self-financed agencies have various revenue streams (each
defined separately in the agency’s founding regulation or other EU legislation) which can be
grouped into five main categories.

Certificates / authorisations / registration of substances: Agencies with this type of
revenue stream collect fees for checking and validating that an applicant meets the
required standards to be authorised to market their products. For example, EASA certifies
the fitness for operation of different types of aircraft, while EMA is responsible for the
scientific evaluation, supervision and safety monitoring of medicines.

Contributions: This type of revenue is collected from entities in a specific sector (mainly
financial institutions) to support the operation of agencies with supervisory and similar
responsibilities in the same area. For example, the three European supervisory
authorities (EBA, EIOPA and ESMA) meet part of their operational expenses through
contributions from national competent authorities.

Protection of intellectual property rights: Agencies with this type of revenue stream
collect fees for the registration and further management and protection of intellectual

Delegated Regulation (EU) No 1003/2013 as regards harmonisation of certain aspects of
fees charged to trade repositories; Commission Delegated Regulation (EU) 2024/1703
amending Delegated Regulation (EU) 2020/1732 as regards harmonisation of certain
aspects of fees charged to securitisation repositories; Commission Delegated Regulation
(EU) 2024/1704 amending Delegated Regulation (EU) 2019/360 as regards harmonisation of
certain aspects of fees charged to trade repositories; Commission Delegated Regulation
(EU) 2024/1705 amending Delegated Regulation (EU) 2022/805 as regards harmonisation of
certain aspects of fees charged to certain benchmark administrators; Commission
Delegated Regulation (EU) 2024/1706 amending Delegated Regulation (EU) No 272/2012 as
regards harmonisation of certain aspects of fees charged to credit rating agencies.

16 Proposal of a regulation on standard essential patents and amending

Regulation 2017/1001; Proposals for regulations on supplementary protection certificates;
Proposal on the unitary supplementary protection certificate for plant protection products;
Proposal on the unitary supplementary certificate for medicinal products; Proposal on the
supplementary protection certificate for plant protection products; Proposal on the
supplementary protection certificate for medicinal products.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI_COM:Ares(2024)1719036
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52023PC0314
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32024R1702#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1702%20of%2011%20March,European%20Securities%20and%20Markets%20Authority%20to%20trade%20repositories
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32024R1702#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1702%20of%2011%20March,European%20Securities%20and%20Markets%20Authority%20to%20trade%20repositories
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32024R1703#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1703%20of%2011%20March,Securities%20and%20Markets%20Authority%20to%20securitisation%20repositories%20C%2F2024%2F1329
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32024R1703#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1703%20of%2011%20March,Securities%20and%20Markets%20Authority%20to%20securitisation%20repositories%20C%2F2024%2F1329
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32024R1703#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1703%20of%2011%20March,Securities%20and%20Markets%20Authority%20to%20securitisation%20repositories%20C%2F2024%2F1329
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=OJ:L_202401704#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1704%20of%2011%20March,Securities%20and%20Markets%20Authority%20to%20trade%20repositories%20C%2F2024%2F1423
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=OJ:L_202401704#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1704%20of%2011%20March,Securities%20and%20Markets%20Authority%20to%20trade%20repositories%20C%2F2024%2F1423
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=OJ:L_202401704#:%7E:text=Commission%20Delegated%20Regulation%20%28EU%29%202024%2F1704%20of%2011%20March,Securities%20and%20Markets%20Authority%20to%20trade%20repositories%20C%2F2024%2F1423
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32024R1705
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32024R1705
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32024R1705
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=OJ:L_202401706
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=OJ:L_202401706
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=OJ:L_202401706
https://single-market-economy.ec.europa.eu/publications/com2023232-proposal-regulation-standard-essential-patents_en
https://single-market-economy.ec.europa.eu/publications/com2023232-proposal-regulation-standard-essential-patents_en
https://single-market-economy.ec.europa.eu/publications/proposals-regulations-supplementary-protection-certificates_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2023%3A221%3AFIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2023%3A222%3AFIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2023%3A223%3AFIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2023%3A223%3AFIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2023%3A231%3AFIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2023%3A231%3AFIN
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property rights across the EU. The CPVO grants intellectual property rights for new plant
varieties, and EUIPO for trademarks and product designs.

Data collection and market surveillance/supervision: This type of revenue is collected
from entities in the supervised industry or market. For example, ACER charges wholesale
energy providers fees based on the data it collects from them to assess and monitor the
wholesale energy markets, while ESMA is charging annual fees from its directly
supervised entities.

Other: This category covers payments which the CdT receives from its clients for its
translation, terminology and other services.

As shown in Figure 2.8, the type of revenue stream collected is closely linked to the
area in which each agency operates. For example, all four agencies operating in the financial
sector receive contributions, either from national competent authorities (EBA, EIOPA and
ESMA) or from banks (SRB). Agencies operating in the same sector will tend to have similar
types of revenue.

Figure 2.8 — Type of own revenue is often linked to the sector in which
an agency operates

Chemicals /
medicines Energy Intellectual

25:5 Finance rights Translation

Q
%5 10 S0
(million euros) e Y Y ¥ Y Y B

ECHA EMA ACER EBA EIOPA ESMA SRB CPVO EUIPO CdT EASA ERA Total

Transport

Y
o
-
N

31.8 297 1082
21.9
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Certificates / 33.7 121.3 203.3

37.3 11.0
authorisations / o o ‘ ° .

registration of substances

Data collection and 10.2 22.9
market surveillance / @ ® L
supervision

33.7 j02 318 219 526 1082 494 a1 1213
Total ® ° [ J ® o . L] o . L

Source: ECA, based on agencies’ financial data and replies to our survey.
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As shown in Table 1, the 12 agencies that collect own revenue cater for various
clients or stakeholders (public sector bodies, large companies, small and medium enterprises,
individuals), and the number of entities from which they collect money for their services can
range from fewer than 50 to more than one thousand. For example, the CdT only has a handful
of customers, since it carries out translation and similar services for EU institutions and bodies.
This contrasts with EUIPO, which registers trademarks and product designs for a vast number
of highly diverse clients.
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Table 1 — Agencies with own revenue streams cater for a wide range of

clients
%_‘5 ECHA Mostly large No over 1000
companies
Sy
L=
Mostly large Yes, for some
Chemicals / EMA companies revenue streams over 1000
medicines
ACER Mostly SMEs Yes 51 to 200
Energy
EBA Mostly public No 111050
sector bodies
Mostly public
EIOPA sector bodies No 11to 50
Large companies, Yes. for some
Finance ESMA SMEs and public ! 51 to 200
) revenue streams
sector bodies
SRB Mostly large No over 1000
companies
Large companies,
' CPVO SMEs and Yes over 1 000
,ﬁ individuals
Large companies,
Intellectual rights | EUIPO SMEs and Yes over 1000
individuals
” cdt Mostly public No 5110 200
sector bodies
Translation
A o Large companies,
EASA SMEs and Yes over 1000
@ individuals
Transport ERA Mostly large Yes, for some 201 to 1000
companies revenue streams

Source: ECA, based on agencies’ replies to our survey.

In principle, fees should reflect the related costs, but the way
they are set differs between agencies

2.43. Article 16 of the Framework Financial Regulation sets the following general principle
for setting and adjusting the level of fees: “For bodies for which the revenue is constituted by
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fees and charges in addition to the Union contribution, fees should be set at a level such as to
avoid a significant accumulation of surplus. Where a significant positive or negative budget
result [...] becomes recurrent, the level of the fees and charges shall be revised.” This rule does
not apply to the contributions received by the three European supervisory authorities (EBA,
EIOPA and — for activities not covered by fees — ESMA), which receive 60 % of their funding
from national competent authorities, with the remaining 40 % coming from the EU budget.

The actual procedure for setting fees is set out in the founding regulation or other
act pertaining to a given agency, and varies from one agency to another. As shown in Table 2,
there are three main approaches.

Data-driven formulas are applied to calculate fees using a range of parameters, including
external data. For example, ACER’s fee structure includes a fixed and a variable element.
The variable element is updated annually based on each client’s transaction records from
the previous year. ESMA’s annual fees depend on the estimated expenditure and are
proportionate to the applicable turnover (e.g. revenue) of its supervised entities.

Fixed rates are based on predetermined costs per unit of work. For example, ERA bills a
certain amount per working hour for processing a given application, and the CdT charges
its clients per page of translation.

Fixed fees are predetermined amounts for a given service, defined in the relevant
applicable legal acts and not changing with the actual amount of work involved. For
example, EMA has a fixed fee for authorising the marketing of a medicine.
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Table 2 — Agencies’ fees are calculated using one of three main methods

éjﬁ ECHA v
%
Ly=
Chemicals/ EMA \/
medicines
2; ] ACER v v
Energy
EBA v
EIOPA v
ESMA v v
SRB v
_‘% CPVO v
Intellectual property EUIPO v
rights
cdr v
Translation
E EASA v v
Transport ERA \/ \/

Source: ECA, based on agencies’ replies to our survey.

2.45. Two agencies (EASA and ERA), use automatic indexation to adjust their fees to
inflation. Two other agencies (ECHA and EMA), can also have their fees adjusted for inflation,
subject to a Commission decision. However, the Commission does not make adjustments every
year. In fact, for ECHA, the last fee adjustment took place in 2015. This can create operational
challenges for the agencies concerned, especially during periods of high inflation. Additionally,
most agencies that determine their fees using data-based formulas (EBA, EIOPA, ESMA and
SRB) benefit from an indirect indexation mechanism. This is because the data used in the
formulas (such as the EU subsidy which determines the level of national competent
authorities’ contributions to EBA, EIOPA and ESMA) tends to reflect the level of inflation. ACER
is an exception in this regard, as its fee-setting formula is largely based on a fixed element that
was set determined in a 2020 Commission decision and has not been updated since. Generally,


https://eur-lex.europa.eu/eli/dec/2020/2152/oj
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agencies cannot revise their fees on their own but depend on the Commission, or the
Parliament and the Council acting on a Commission proposal, to enact any changes. The CdT is
an exception, because its fees can be adjusted by its Management Board.

Table 3 — With one exception (CdT), agencies cannot revise their fee
levels on their own initiative

2 ves Dno
Responsibility
Sector Adenc for deciding the Provision for Automatic Year fees were
gency level of own indexation? indexation? last updated*
revenue

S) ECHA Commission Q 2015

(9 Parliament and
(] 8 é Council at
Commission's
Chemicals/ EMA initiative + (%) 2024
5-A Commission for
medicines

indexation updates

ACER Commission e e NA
Energy
Parliament and
EBA | Commissons [ (%) 2024
initiative

Parliament and
Council at
Commission's
initiative

EIOPA

(%)
(%)

2024

Finance Commission +
Parliament and
ESMA Council at
Commission's
initiative

2024

2024

SRB Commission

' CPVO Commission

2023

AN Commission +
Parliament and
Intellectual EUIPO Council at
property Commission's
rights initiative

Q0 00 O
QO 00 O

2017

CdT Management Board 6 @ 2021

Translation
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YES 6 NO
Responsibility
Sector Adenc for deciding the Provision for Automatic Year fees were
gency level of own indexation? indexation? last updated*
revenue

Commission (except

EASA for automatic 2024

@ @ indexation)
T Commission (except
Transport ERA for automatic 2024

indexation)

*  Yearin which fees were last updated for at least one revenue stream.

Source: ECA, based on agencies’ replies to our survey.

We consider that, to comply with the general principle in Article 16 of the
Framework Financial Regulation (see paragraph 2.43), the agencies concerned should be able
at least to identify the costs of activities which generate own revenue and separate them from
the costs of activities funded from the EU budget subsidy. To comply fully with that principle,
we consider that they should meet the following criteria:

They should match their own revenue streams with the related costs, either individually
or in clusters of revenue streams linked to essentially the same public service. The
method of clustering revenue streams for essentially the same public service could apply
where, for example, the fees charged for initial certification, authorisation or registration
and any subsequent annual or periodic renewals are treated as separate revenue
streams. Agencies that are not able to identify their costs in this way may accumulate
deficits or surpluses on some of the public services they provide without even realising it,
and the quality of their management decisions may be affected as a result.

In addition, so they can match revenue streams with the related costs over time, agencies
should link them on an accruals basis, in the same way as for the statement of financial
performance summarising overall revenue and expenses in their annual accounts.

Finally, for the sake of transparency, we consider that agencies should publish this
information in a comprehensive and clear format.

As shown in Table 4, not all the agencies concerned met all of these criteria.



Table 4 — Not all agencies clearly identify the costs linked to own

revenue streams

0 YES 8 NO

Sector
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Energy
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Intellectual

property
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. Systems in . Accruals-
Number Re:qmre:d to place to Rec!mred to based data
identify . . disclose
of identify Form of at least as
Agency own own . .
revenue own disclosure  detailed as
revenue revenue
streams revenue cash -based
costs costs
costs? data?
ECHA 2 O 0 Q Q e
per stream per stream per stream per stream
EMA 15 for one 0 for one for one Q
per stream
stream stream stream
ACER 1 0 o 0 Q e
per stream per stream per stream per stream
EBA 1 (X Q (X > o
EOPA | 1 o o o o @
ESMA 8 0 0
per stream per stream Q 6 0
SRB 2 Q 0 Q 0 Q
per stream per stream per stream per stream
° per activity e per activity 0
EUPO* | 15 ) o o 9 )
per activity per activity
cdt 6 9 V
e per stream e per stream 0
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YES 8 NO
. Systems in . Accruals-
Required to y Required to
Number R R place to . based data
identify : . disclose
of identify Form of at least as
Sector Agency own own . .
revenue own disclosure detailed as
revenue revenue
streams revenue cash -based
costs costs
costs? data?
AW EASA 19 all streams . all streams all streams @
- per activity - .
@ combined combined combined
Transport  ERA 10 all streams per cluster all streams or activit
combined of streams combined P y

* The CPVO and EUIPO have systems in place to distinguish between the costs of different activities.
However, these activities are not directly linked to the agencies’ own revenue streams or clusters of

streams for essentially the same public service.

Source: ECA, based on agencies’ replies to our survey.

Seven agencies (ACER, EASA, ECHA, EMA, ERA, ESMA and SRB) are legally required
to identify and account separately for the costs of activities funded from own revenue:

EASA and ERA are only required to identify total costs for all own revenue streams
combined.

ACER is under a similar requirement but, as it only has one revenue stream, by definition
itis also required to identify the related costs at that level.

ESMA is required to identify and account for the costs relating to each of its revenue
streams (with the exception of contributions from national competent authorities — see
paragraph 2.49) in order to respect the principle that supervisory costs must be
recovered in full (i.e. the fees ESMA charges supervised entities must cover all its related
costs).

EMA is required to provide specific analytical information on revenue and expenditure
for just one of its 15 revenue streams — fees for pharmacovigilance activities.

The two remaining agencies (ECHA and SRB) each have two revenue streams. In both
cases the legislation requires each revenue stream to form a distinctive part of the
agency’s budget, so both agencies account separately for the costs relating to each
stream.
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The seven agencies mentioned in paragraph 2.47 all have systems in place to meet
the requirements applying to them with regard to identifying the costs relating to their own
revenue streams. Certain agencies go beyond those requirements:

EMA identifies the costs relating to almost all of its own revenue streams, although it is
only required to identify costs for its pharmacovigilance activities.

EASA groups its own revenue streams into two ‘domains of activity’ (‘product
certification’ and ‘organisation approval’, consisting of nine and twelve streams
respectively, with two streams shared between the two) on which basis it identifies its
costs. Each domain covers a range of similar, but different, services and clients

(e.g. ‘product certification’ covers changes and repairs and type certificates, while
‘organisation approval’ covers approvals for design organisations and production
organisations). Therefore, the two domains are broader than clusters of revenue streams
linked to essentially the same public service.

ERA has ten own revenue streams, which it groups into six clusters. It is at the level of
these clusters that it identifies the related costs.

The founding regulations for the three European supervisory authorities (EBA, EIOPA
and — with the exception of activities financed from supervisory fees — ESMA) set out that, at
least initially, the contributions they receive from the national competent authorities should
represent 60 % of their budgets, with the remaining 40 % coming from the EU budget. This
reflects the mixture of regulatory tasks (for which EU funding is appropriate'’) and supervisory
convergence tasks (for which contributions from national competent authorities are
appropriate) in the mandates of the three authorities. However, in the founding regulations,
there is no clear delineation in the three authorities” activities between these two sources of
funding. Consequently, in the absence of a specific requirement, they do not differentiate
between the costs of activities covered by the EU budget subsidy and those covered by
national contributions.

The CdT has a system in place for monitoring the cost of each activity and product
that generates own revenue. This enables it to compare the cost of each activity with the
associated revenue levels after any discounts. It can then quantify profits or losses for at least
17 of its main products (such as translation, trademarks, custom translation and language
consultancy), giving an annual total for invoiced revenue. The 17 products can be linked to five
of the CdT’s six own revenue streams (all except the Interactive Terminology for Europe
database, which represents 1.7 % of the CdT’s own revenue). In 2023, 10 of the 17 products
reported losses totalling €3.4 million.

17 See the report from the Commission to the European Parliament and the Council on the
operation of the European Supervisory Authorities (COM(2022) 228 final), page 15.


https://finance.ec.europa.eu/document/download/05789c08-ca19-4fe4-bb76-7095cefe3956_en?filename=220523-esas-operations-report_en.pdf
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At the CPVO, the three biggest of six revenue streams (application fees, technical
examinations and annual fees — which together represent around 95 % of the CPVQ’s revenue)
are interlinked as they are all mandatory parts of successful applications for a community plant
variety right. The remaining streams relate to different public services but could be grouped as
other ad hoc fees. However, the CPVO does not receive any subsidy from the EU budget and
accounts for its costs globally. It does not identify costs for individual or clustered revenue
streams.

EUIPO allocates its expenditure to activities, but there is no direct link between the
costs of these activities and its revenue streams, either individually or in clusters linked to
essentially the same public services. The mandatory fees applicable to successful applications
for a trademark intellectual property right include four revenue streams (basic fees, fees for
additional classes, renewal fees and international application fees) which accounted for 77 %
of EUIPO’s own revenue in 2023. In our special report on EU intellectual property rights
protection’®, we observed that EUIPO’s fee structure does not reflect its real costs. However,
as a fully self-financed agency, EUIPO knows the cost of all its revenue streams combined.

Six agencies that are legally required to identify and account for the costs relating to
activities funded from own revenue (ACER, EASA, ECHA, EMA, ERA and SRB - see
paragraph 2.47) are also required to publish information on those costs. In addition to these
six agencies, EUIPO, the CdT and the CPVO also published their costs in 2023. They did so in a
variety of ways, using one or two of the following three reports.

The annual accounts: EASA, ERA, ECHA and the SRB used the section on budget
implementation to give information on their own-revenue budgetary result and the
related expenses committed, paid and carried over.

The consolidated annual activity report: EMA used this report to disclose the total
amount of remuneration paid to national competent authorities. This form of reporting
was also used by EUIPO and the CPVO.

The single programming document: ACER, the CdT, EASA, ECHA, EMA, ERA and the SRB
used this or similar multiannual reports (covering annual and multiannual work
programmes, revenue and expenditure estimates and resources programming) to
provide information about resource allocation and planned multiannual costs per
activity.

18 Special report 06/2022 (paragraphs 36-41).


https://www.eca.europa.eu/Lists/ECADocuments/SR22_06/SR_EU-IPR_EN.pdf
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Action to be taken 5

Agencies that are not yet in a position to identify and separately account for the costs of
activities generating each of their own revenue streams (or clusters of revenue streams
linked to essentially the same public service) should develop this capacity in order to
improve their decision-making and the quality of information they provide to
stakeholders as regards the deficits or surpluses that such activities produce.

To increase the accuracy and relevance of this information, they should match their
revenue to the related costs over time using accruals-based accounting.

For the sake of full clarity and transparency, each agency that collects own revenue
should disclose the same information in an easy-to-understand way in its final annual
accounts, consolidated annual activity report and single programming document, since
these reports serve different purposes.

Figure 2.9 provides an overview of the 12 agencies’ own revenue, EU subsidy and
related costs for 2019-2023. It shows that, in 2023, three agencies had a surplus from activities
generating own revenue, while three had a deficit and one was in equilibrium. Data was
unavailable for the remaining five. At the level of overall operations, the picture is more
complete: eight agencies had a surplus, whereas four had a deficit. The data for the last five
years also shows significant fluctuations in revenue levels (including own revenue) and the
related costs, so that many agencies experienced both surpluses and deficits during that
period.
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Figure 2.9 — Most agencies with own revenue streams experienced both
surpluses and deficits during 2019-2023
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Note: Data based on budgetary results (cash), except for EMA and ESMA.
*  For EMA and ESMA, data based on accounting results (accruals).

Source: ECA, based on the agencies’ financial data and replies to our survey.
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Article 17 of the Framework Financial Regulation requires the agencies to repay to
the Commission any budget surplus up to the EU budget contribution received during the year.
Any part of the budget result exceeding the annual contribution must then be entered in the
agency’s budget for the following financial year as revenue. However, each agency tackles
surpluses in accordance with specific rules set out in its own financial regulation. As shown in
Table 5, there are three general approaches to dealing with a surplus, and the agencies can
use a combination of these:

Returning the surplus to the EU up to the amount of the annual EU budget subsidy,
either as a payment or as a reduction in the following year’s subsidy, in line with

Article 17 of the Framework Financial Regulation. This approach is mandatory for ACER,
ECHA and EMA, and one of two or three options for a number of other agencies. In 2023,
six agencies (ACER, ECHA, EIOPA, EBA, ESMA and EMA) used this option to transfer a total
of €3.8 million to the EU budget.

Returning the surplus to the agency’s clients or contributors, either as a reimbursement
or as a reduction in the following year’s contribution. This approach is taken by the four
agencies operating in the financial sector (EBA, EIOPA, ESMA and SRB) and, under certain
conditions, the CdT.

Allocating the surplus to a reserve set up, in principle, to guarantee the agency’s
continued operation. EUIPO and the CdT are both legally required to hold a reserve of a
certain minimum size, while a number of other agencies are allowed to have one. At the
end of 2023, the budgetary accounts of four agencies (EUIPO, CdT, EASA and CPVO)
included reserves and accumulated surpluses of €592 million. In our special report on EU
intellectual property rights protection’’, we commented on the size of EUIPQO’s surplus,
which amounted to €309 million on the balance sheet (using the accruals basis) in 2020.
At the end of 2023, this figure had fallen to €306 million. However, on the same date
EUIPQO’s budgetary accounts included an amount of €438 million for the reserve and
accumulated surplus combined.

19 Special report 06/2022 (paragraph 37).


https://www.eca.europa.eu/Lists/ECADocuments/SR22_06/SR_EU-IPR_EN.pdf
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Table 5 — In most cases, surpluses are paid into the EU budget

Chemicals /
medicines Energy Finance Intellectual Transport
rights Translation Q '
N (e
5 % , '
5% &= =0
s G Y M T i |
(amounts in million euros) ECHA EMA ACER EBA |EIOPA ESMA| SRB | CPVO | EUIPO CdT | EASA ERA

Reserve required %4 v v

Level of reserve
required

Level respected in

2023

*5 %5
Surplus to be paid into
EU budget at the end 1.49 0.02 0.35 1.08 0.14 0.73 0.10 0.11
of 2023

*5 *5

Payment of surplus

amount into EU v Vv v v v v X X X X Vv V

budgetin 2019-2023

Amount deducted
from clients / 0.61 | 0.16 | 0.36 | 36.82

contributorsin 2023

7
Level of reserves %6 *

(including
accumulated surplus) 62.2 | 1.53 |437.53| 25.59  59.79
at the end of 2023
(budget)

Level of reserves at the
end of 2023 11.24 | 55,50 8.33 734 | 592 11.36 10.58 |577.13 31.82| 43.80 | 10.31
(accounting)

1 EUIPO’s financial regulation allows it, under certain conditions and following a Budget Committee
decision, to transfer part of its accumulated surplus to the EU budget. The required conditions have
not occurred yet.

2 The CdT’s financial regulation specifies that any surplus generated should first be paid back into the
EU budget up to the amount of the yearly contribution received. However, the agency is fully
self-financed and does not normally receive any contributions from the EU budget; any surplus
therefore typically flows into the reserve.

3 The CdT’s financial regulation allows it, if the budget surplus exceeds €1 million, to reimburse its
clients in proportion to their share of total revenue in the financial year concerned.

4 The SRB is required to store in the Single Resolution Fund the equivalent of at least 1 % of the
covered deposits of all authorised credit institutions in all participating member states. The Single
Resolution Fund is outside the scope of this analysis.



> EASA and ERA paid back into EU budget surplus amounts generated only from subsidies.

6 The level of reserves includes €289.3 million of reserve fund and €148.2 million of accumulated
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surplus. Part of the accumulated surplus is already committed. The remaining uncommitted surplus

amounts to €52.5 million.

7 €8.9 million of reserve for pricing stability and €16.5 million of permanent prefinancing fund form

the most part of the level of reserves.
Source: ECA, based on the agencies’ financial data and replies to our survey.
All agencies handle negative budget results in essentially the same way. Under

Article 17(3) of the Framework Financial Regulation, a negative balance at the end of the
financial year must be entered in the agency’s budget for the following financial year as

payment appropriations or, where appropriate, offset against any positive budget result in the

following financial years. Box 2.5 shows how one agency has dealt with frequent deficits over

the last decade.

Box 2.5

The CdT covers budget deficits from a reserve and, ultimately, the EU

budget

Over the last decade, the CdT experienced 7 years of budgetary deficits and 6 years of
accounting losses. The main cause was declining volumes of business, as the number of

pages translated decreased by 25 % (from 729 000 in 2015 to 548 000 in 2023). The CdT is

dependent on a handful of big institutional clients (EU institutions and bodies, including
larger agencies), some of which have tended to require less translation or can meet their
needs in other ways.

To address the fall in business volumes, the CDT has been drawing on a special reserve

that was established in 2011 to ensure budget and price stability. The reserve was largest

in 2014, when it totalled €15.6 million. It then began to shrink, dropping to €10.3 million
in 2022 and €8.9 million in 2023. This represents a 14 % decrease since 2022 and, more
significantly, a 43 % decrease since 2014.

Once the reserve is fully depleted, any further deficits would have to be covered by EU
budget subsidies, as provided for by Articles 10 and 13 of the CdT’s founding regulation.


https://eur-lex.europa.eu/eli/reg/1994/2965/2003-10-01
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As shown in Figure 2.10, agencies collect their own revenue at various stages of the
client relationship.

On application: many services provided by agencies require the upfront payment of a fee
when clients submit a request. Examples include intellectual property protection from
EUIPO, and the registration and authorisations of substances by ECHA.

Before the agency completes the work: agencies such as EMA (scientific advice and
applications) and ACER require payment for certain services during operations, and
before completion.

After the agency completes the work: payment for certain types of service does not
become due until operations have been completed. The main example is the CdT, which
is entitled to receive payment only on delivery.

Recurrent: several revenue streams include annual fees for operation in a market (e.g.
ESMA), or contributions from national competent authorities (EBA, EIOPA and ESMA) or
credit institutions (SRB).
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Figure 2.10 — Agencies collect fees at different stages of their work

Revenue streams

BEFORE

the agency starts to work, with the
submission of the application

cpvo || 1/6

ECHA [l2/2

ErRA I 3/10

evipo NNNNNNNNNNNNRN 1515
EAsA [ 3/19

=

the performance of the agency’s
operations, before the services are

concluded
ACER [ 11
CPVO 3/6
EMA 6/15
EASA 7/19

AGENCY’S WORK

annual or periodic
collection of revenues

EBA nn

EIOPA J1/1

srRB  [Il2/2
cevo I 2/6
EsMA [fNARREN s/8

emA [ 3/15
EAsA JHIRR D 8/19

AFTER

the work is concluded
by the agency

(< yum ||| [ ] I3

ERA  INNNDNN 70710

emA [HHIND 6/15
EASA | 1/19

=

Source: ECA, based on the agencies’ financial data and replies to our survey.

The timing of revenue collection significantly affects an agency’s cashflows. Agencies

which receive payments upfront, like the CPVO and EUIPO, may benefit from immediate

cashflow, enhanced liquidity and reduced risk of bad debt. Conversely, agencies which receive
payment after delivery of a service, like the CdT, may face delayed cash inflows and higher bad
debt risk, which complicates the task of cashflow management. Some agencies, such as ACER
and EMA, collect fees during the provision of services, which helps them to balance the related
costs and mitigate the risks associated with long delivery times. Finally, agencies which charge
recurrent annual or periodic fees (such as EBA, EIOPA, ESMA and the SRB) can count on

predictable and stable cashflows, which favours long-term financial planning.
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Other ECA reports referring to the
work of EU agencies

In addition to our specific audit reports on the EU agencies, in the course of 2023
and the first half of 2024 we issued a number of special reports on EU policy implementation
which referred to the work of one or more agencies. Figure 2.11 lists those special reports.



Figure 2.11 - ECA special reports referring to agencies in 2023 and the
first half of 2024
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Special report 06/2023:

Conflict of interest in EU cohesion
and agricultural spending:
Framework in place but gaps in
transparency and detection
measures

Special report 18/2023:

EU climate and energy targets:
2020 targets achieved, but little

indication that actions to reach the

2030 targets will be sufficient

Special report 29/2023:

The EU’s support for sustainable
biofuels in transport. An unclear
route ahead.

Special report 08/2023:

Intermodal freight transport: EU
still far from getting freight off the
road

EUROFOUND, FRA

Special report 20/2023:

Supporting persons with
disabilities: Practical impact of EU
action is limited

Special report 01/2024:

Reducing carbon dioxide
emissions from passengers' cars.
Finally picking up pace, but
challenges on the road ahead.

Special report 09/2024:

EU Security of the supply of gas
in the EU: EU’s framework
helped member states respond
to the crisis, but impact of some
crisis-response measures cannot
be demonstrated.

Special report 04/2024:

Reaching EU road safety
objectives: Time to move up a
gear
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Ecoc, evia [EASA

Special report 01/2023:

Tools facilitating travel within the
EU during the COVID-19 pandemic:
Relevant initiatives with impact
ranging from success to limited use

Special report 03/2023:

Internal electricity market
integration: Complex legal
architecture, delays, weaknesses in
governance and incomplete
market surveillance hamper full
achievement of the ambitious
objective

Special report 12/2023:

EU supervision of banks’ credit
risk: The ECB stepped up its efforts
but more is needed to increase
assurance that credit risk is
properly managed and covered

EUROPOL, EUROJUST

Special report 27/2023:

Screening foreign direct
investments in the EU:

First steps taken, but significant
limitations remain in addressing
security and public-order risks
effectively
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MFF 4
MFF 5

Self-financed

Special report 24/2023:

Smart cities:

Tangible solutions, but
fragmentation challenges their
wider adoption

EISMEA, EIT

Special report 08/2024:

EU Artificial intelligence
ambition

Stronger governance and
increased, more focused
investment essential going
forward
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The EU agencies network’s reply

1.21. EUIPO: EUIPO would like to highlight the decision of the legislators which was confirmed
during the last legislative reform. According to Article 176(2) of the Regulation (EU) 2017/1001
of the European Parliament and of the Council of 14 June 2017 on the European Union trade
mark (EUTMR), ‘the Budget Committee shall give a discharge to the Executive Director in
respect of the implementation of the budget’. Such discharge is strongly based on the reports
issued by the ECA.

CPVO: The CPVO confirms that the budgetary discharge by the Administrative Council is given
on the basis of review of the work of the Court of Auditors and the results of Internal Control
activities carried out within the agency.

SRB: The SRB would like to point out that it is also a fully-self financed agency. The budget and
the establishment plan of the SRB are approved by its Plenary Session on a proposal by its
Chair in accordance with Article 61 of Regulation (EU) No 806/2014.

2.22. ENISA: ENISA refers to its reply to paragraph 3.10.7.
2.23. eu-LISA: eu-LISA refers to its reply to paragraph 3.29.8.
2.25. eu-LISA: eu-LISA refers to its reply to paragraph 3.29.8
2.27. CPVO: The CPVO refers to its reply to paragraph 3.36.8.

ENISA: ENISA takes note of the Court's observation. It is also worth noting, whereas ENISA
does not provide grants, the ECA’s audit mainly focuses on procurement. Consequently, the
ECA audit findings are essentially related to this area.

CdT: The CdT refers to its replies to paragraphs 3.35.9, 3.35.10, and 3.35.11.

2.27, 2.29. EUAN: The EUAN acknowledges the Court’s preliminary observations, particularly in
the areas of public procurement management, management and control systems. The EUAN
members are committed to continuously improve their policies and procedures. The Network
wishes to mention that the preliminary observations of the individual cases differ from Agency
to Agency and therefore the Network would like to make reference to the Agencies’ individual
response to their statements of assurance.

Box 2.2. EEA: The EEA has responded to the Court’s observations in this example, and refers to
its reply to paragraph 3.26.8.

2.30. FRA: FRA refers to its reply to paragraph 3.25.8.

CPVO The CPVO refers to its reply to paragraph 3.36.10.
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2.30, 2.31. EUAN: The use of carry-overs is defined in the Financial Regulation. In certain cases,
they are partially or fully justified by the multiannual nature of the Agencies’ operational
programmes. As was pointed out by the ECA, there are no predefined ceilings in the Financial

Regulation which would determine what is considered to be “excessive level” of carry-overs.
For those limited instances of Agencies with recurrent high carry-overs, the Network highlights

that the implementation rate, is generally high.
Box 2.3. ENISA refers to its reply to paragraph 3.10.10.
2.31. eu-LISA: eu-LISA refers to its reply to paragraph 3.29.16.

2.45. EUIPO: In line with the situation described by the ECA, it appears that EUIPO is one of
the very few agencies which in fact did not increase its fees over the last 7 years, as they are
fixed by its founding regulation. In other words, the EU Trade Mark regulation currently in
force was agreed in a completely different geopolitical and economic context. Inflation has
actually significantly reduced the real-terms value of the trade marks and designs fees.

With a view to preserve the sustainability of the EUIPO’s activities, it is important that inflation
is not only impacting the expenditures of the Office but also its main and almost unique source
of revenue. This would also preserve the principles that support the fees setting methodology

adopted by the legislator.

2.46. EUIPO: In the case of the EUIPO, all activities are funded from the Office’s own resources,
independently of whether they generate revenue or not.

Table 4. EUIPO: With respect to the EUIPO, the situation reflects the fact that not all the
activities under its mandate generate revenue. As a matter of fact, the fees paid by the users
of the EU Trade mark and Designs system cover all the Office’s activities, including for instance
European Cooperation and the Observatory on infringements of Intellectual Property rights.

2.52. EUIPO: The EUIPO operates on a fully self-financed basis, with all activities supported by
its own resources in accordance with the principle of universality of the budget. For this
reason, the fee structure also subsidises all non-revenue activities such as the Observatory on
infringements of intellectual property rights, cooperation with the Member states,
contribution to EU policies, amongst others.

With respect to the question concerning the reflection of real costs, as previously replied to
the report in question, the legislator opted for including the fees in the basic regulation and
has laid down the criteria on which the fees are set in its preamble, referring to the fact that
they should also cover non-revenue making activities and take several factors into account
such as the required coexistence and complementarity between the EU trade mark and the
national trade mark systems, also taking into account the size of the market covered by the EU
trade mark and the needs of small and medium-sized enterprises; and the rights of proprietors
of an EU trade mark to be enforced efficiently in the Member States.
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Action to be taken 5. EUIPO: With respect to the EUIPO, all the activities are funded from its
own resources, including the ones which do not entail revenue, in line with the requirements
of its founding regulation. Therefore, all the costs are to be compared to the available revenue.
That comparison is done for planning purposes through the budget and Annual Work
Programme. For implementation reporting purposes, it is done via the annual accounts and
the consolidated annual activity report.

2.55. EUIPO: EUIPO indeed has a legal obligation, as stipulated in Article 172(10) of the
constituent act, to establish a reserve fund with sufficient funds to ensure the continuity of its
operations and the execution of its tasks for one year, that is, equivalent to the estimated
appropriations foreseen in Titles 1, 2 and 3 of the Office’s budget (Article 100 (1) of the
EUIPO’s Financial Regulation.

That reserve fund serves a different purpose than the budgetary surplus.

While the reserve fund corresponds to a regulatory requirement, the budgetary surplus is the
consequence of the EUIPO’s tight control of its costs, allowing for positive budgetary results.

With respect to the budgetary surplus by 2020, the balance carried forward (chapter 10.1 of
the budget) amounts to EUR 165.5 million and was reduced to EUR 52.4 million in the 2023
budget.

With respect to the surplus generated starting 2016 (after the last legal reform), the EU Trade
Mark Regulation provides mechanisms to prevent the accumulation of significant new surplus,
namely the offsetting costs incurred by the central industrial property offices of the Member
States as the result of the tasks they carry out for the EU trade mark system and the possible
transfer of a recurring significant surplus to the EU budget.

As far as the surplus existing prior to the entry into force of the revised EUTMR is concerned, it
is being mobilised since 2020, following the entry into force of the Office’s new financial
regulation, in support of Union Policies in the field of IP. This explains the important reduction
from EUR 165.5 million in 2020 to EUR 52.4 million according to the 2023 budget.
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3.1. Information in support of the
statements of assurance

We conducted our audit in accordance with the International Federation of
Accountants (IFAC) International Standards on Auditing (ISAs) and Code of Ethics and the
INTOSAI International Standards of Supreme Audit Institutions (ISSAls). Our responsibilities
under those standards are further described in the ‘Auditor’s responsibilities’ section of this
report. We have met independence requirements and fulfilled our ethical obligations under
the International Ethics Standards Board for Accountants Code of Ethics for Professional
Accountants. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

The ECA’s audit approach comprises analytical audit procedures, direct tests of
transactions, and an assessment of key components of an agency’s supervisory and control
systems. This is supplemented by evidence resulting from the work of other auditors, and by
an analysis of information provided by the auditees' management.

In accordance with Articles 310 to 325 TFEU and the agencies’ Financial
Regulations, the management of each agency is responsible for preparing and presenting the
agencies’ accounts on the basis of internationally accepted accounting standards for the public
sector, and for the legality and regularity of the underlying transactions. This includes the
design, implementation and maintenance of internal controls relevant to the preparation and
presentation of financial statements that are free from material misstatement, whether due to
fraud or error. The management is also responsible for ensuring that the activities, financial
transactions and information reflected in the financial statements satisfy the official
requirements which govern those statements. The management of each agency bears ultimate
responsibility for the legality and regularity of the transactions underlying each agency’s
accounts.

In preparing the accounts, management is responsible for assessing the agency’s
ability to continue as a going concern. It must disclose, as applicable, any matters affecting the
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agency’s status as a going concern, and use the going-concern basis of accounting, unless the
management intends either to liquidate the entity or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the agencies’
financial reporting process.

We have two objectives. One is to obtain reasonable assurance about whether the
accounts of the agencies are free from material misstatement, and whether the transactions
underlying them are legal and regular. The second is to provide the European Parliament and
the Council or the other respective discharge authorities with statements of assurance, on the
basis of our audit work, as to the reliability of the agencies’ accounts and the legality and
regularity of the transactions underlying them. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit will always detect all instances of material
misstatement or non-compliance which may exist. These can arise from fraud or error and are
considered material if, individually or taken together, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these accounts.

For revenue, we verify subsidies received from the Commission or cooperating
countries and assess the agencies’ procedures for collecting fees and other income, if any.

For expenditure, we examine payment transactions once the expenditure has been
incurred, recorded and accepted. This examination covers all categories of payments at the
point they are made, except advances. We examine advance payments when the recipient of
funds provides justification for their proper use, and when an agency accepts the justification
by clearing the advance payment, in the same year or later.

In accordance with the ISAs and ISSAls, we exercise our professional judgement
and maintain professional scepticism throughout the audit. We also take the following steps.

We identify and assess the risks of material misstatement of the accounts and of material
non-compliance of the underlying transactions with the requirements of the legal
framework of the European Union, whether these are due to fraud or error. We design
and perform audit procedures responsive to those risks and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinions. The risk of failing to detect
a material misstatement or non-compliance resulting from fraud is higher than the risk of
failing to detect one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the overriding of internal controls.
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We obtain an understanding of internal controls relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of those internal controls.

We evaluate the appropriateness of the accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

We draw conclusions on the appropriateness of management’s use of the going-concern
basis of accounting and, based on the audit evidence obtained, on whether a material
uncertainty exists related to events or conditions that may cast significant doubt on an
agency'’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention to the related disclosures in the accounts in our
auditor’s report or, if these disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’
report. However, future events may force an entity to cease to continue as a going
concern.

We evaluate the overall presentation, structure and content of the accounts, including
the disclosures, and assess whether the accounts fairly represent the underlying
transactions and events.

We obtain sufficient appropriate audit evidence on the financial information of the
agencies to express an opinion on the accounts and transactions underlying them. We
are responsible for directing, supervising and performing the audit. We remain solely
responsible for our audit opinion.

We consider the audit work of independent external auditors performed on the agencies’
accounts, as stipulated in Article 70(6) of the Financial Regulation, where applicable.

We communicate with the management on matters such as the planned scope
and timing of the audit and significant audit findings, including any significant weaknesses in
internal controls that we identify during our audit. From our communications with the
agencies, we determine those matters that were most significant in the audit of the accounts
of the current period. We designate those matters as key audit matters. We describe these
matters in our auditor’s report, unless we are prohibited by legislation from doing so, or when,
in extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public-interest benefits of such a communication.
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— Single Market, Innovation and Digital
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European Union Agency for the Cooperation of Energy Regulators (ACER)

3.2. European Union Agency for the
Cooperation of Energy Regulators
(ACER)

The European Union Agency for the Cooperation of Energy Regulators (ACER),
located in Ljubljana, was established by Regulation (EC) No 713/2009, subsequently repealed
and replaced by Regulation (EU) 2019/942. ACER fosters the integration and completion of the
internal energy market for electricity and natural gas. It promotes a monitored and
transparent energy market, with the aim of achieving fair prices for consumers. Figure 3.2.1
presents key figures for ACER°.

Figure 3.2.1 — Key figures for ACER

Budget (million euros)* Staff (as at 31 December)**

f @2@ RRARR 21?

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

The significant increase in ACER’s budget and staff is linked to the decision of the budgetary authorities
to address ACER’s understaffing.

Source: Annual accounts of ACER for the 2022 and 2023 financial years; staff figures provided by ACER.

Our audit approach, the basis for our opinion, the responsibilities of ACER’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

20 More information on ACER’s role and activities is available on its website:
WWW.acer.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02009R0713-20130601
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02019R0942-20220623
http://www.acer.europa.eu/
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European Union Agency for the Cooperation of Energy Regulators (ACER)

Opinion

We have audited:

(a) the accounts of the European Union Agency for the Cooperation of Energy
Regulators (ACER), which comprise the financial statements?* and the reports on the
implementation of ACER’s budget?®” for the financial year ended 31 December 2023,
and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ACER’s accounts for the year ended 31 December 2023 present
fairly, in all material respects, ACER'’s financial position as at 31 December 2023, the
results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its Financial Regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

21 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

22 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Union Agency for the Cooperation of Energy Regulators (ACER)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying ACER’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying ACER’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

When DG BUDG stopped providing accounting services, ACER appointed a new
accounting officer, with effect on 1 July 2023. However, the new accounting officer, who was
the team leader of the budget, finance and procurement department, continued to manage
that team, including initiating and verification agents, as well as authorising officers. This is
against Article 44 of ACER’s financial regulation, which requires the duties of authorising
officer and the accounting officer to be segregated and mutually exclusive.

In August, ACER launched a procurement procedure for consultancy services in the
area of security, occupational health and safety and business continuity, divided into two lots,
with a total estimated value of €1 million. We found that the procedure was affected by
several shortcomings, mostly regarding the selection criteria for assessing the tenderers’
technical capacity, which were imprecise (e.g. as regards the way in which their years of
experience were to be counted), or too narrow (e.g. as regards the requirement for a specific
audit certification for the information security auditor profile, and not accepting other similar,
widely recognised audit certifications). These shortcomings risked dissuading certain potential
bidders from submitting offers. We note, however, that no appeals were filed against this
procedure and that ACER received a sufficient number of offers to show that a minimum
degree of competition was ensured.
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In 2023 ACER carried over 29 % of the year’s total appropriations to 2024. Like
last year, we observed that there were significant carry-overs under Title Il (39 %) and Title Il
(67 %). Recurrent high rates of carry-overs undermine the budgetary principle of annuality and
are indicative of structural issues in the budget process and implementation cycle.

In 2023 ACER processed 1 633 payment requests, of which 174 (10.7 %), for an
amount of €1.17 million, were paid outside the legal deadline. However, no late payment
interest was charged. For comparison, in 2022 ACER processed 1 446 payment requests, of
which 255 (14 %), for an amount of €1 million, were paid late, leading to a total of €306 in late
payment interest.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Status of ECA
Year of ECA : Corrective action taken and other i
Number . ECA observation (summary) observation
observation relevant developments (summary)
(Open / Closed)
ACER signed a framework contract in cascade, in two
lots, for a maximum amount of €25 million in the field
[))
of IT systems anc? consultancy. However, 61 % of the In 2023, for a second year in a row, ACER
payments made in 2019 under lot 1 of the contract . . . .
1 2019 o did not order any items not included in the Open
were not covered by the contract price list. ACER .
. . contract price list.
concluded direct contracts for the items concerned
without a competitive procedure. The associated
specific contract are therefore irregular.
We found evidence suggesting that ACER had been
using interim workers to make up for a lack of directly | The situation persisted in 2023. In 2024 and
employed staff members. All but one of the interim subsequent years, ACER expects to obtain
2 2019 workers working at ACER were performing long-term additional secretarial posts and to be able Open
tasks. ACER should assign permanent and ongoing to transfer the tasks performed by interims
tasks to directly employed members of staff, not to statutory staff.
interim workers.
In December 2022, a payment order of Since the ABAC security system implements
3 2022 €714.7 thousand was authorised by an authorising the authorising limit by budget line and not Closed
officer by delegation whose powers of authorisation by payment, ACER instructed the
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Status of ECA
Year of ECA . Corrective action taken and other i
Number . ECA observation (summary) observation
observation relevant developments (summary)
(Open / Closed)
were limited to €500 thousand. This indicates a authorising officers to observe the payment
weakness in ACER’s internal controls with regard to limits of their delegations, especially for
the delegation of powers for authorising payments. payments made from more than one

budget line. The reports on payments,
which are generated on a monthly basis, are
used to check the correct application of
these guidelines. No incidents of payments
above authorised limits were detected for
2023.

We found that ACER had carried over €7.2 million
(29 %) of 2022 commitment appropriations to 2023.
This included €5.5 million (or 66 %) of appropriations
under Title Ill, related to operational expenditure,
mainly ACER’s core activities under the Regulation on
Wholesale Energy Market Integrity and Transparency The situation persisted in 2023 (see
(66 % in 2021). We also reported on this issue in paragraph 3.2.10).

paragraph 139 of our special report 03/2023 on
internal electricity market integration. Recurrent high
rates of carry-overs contradict the budgetary principle
of annuality and are indicative of structural issues in
the budget process and implementation cycle.

4 2022 Open



https://www.eca.europa.eu/Lists/ECADocuments/SR23_03/SR_Energy_Union_EN.pdf
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ACER's reply

3.2.8. As soon as the team leader was appointed as accounting officer her authorising officer
delegation and access to the workflows in the financial system have been ceased, thus
ensuring the segregation of duties. The authorising officers within the team had their
authorising powers delegated by the Director as such not reporting to the team leader for any
of their decisions while exercising their function as authorising officers by delegation.
However, as from 1 May 2024 a reorganisation took place, and the team leader of the Budget,
Finance and Procurement team has been released from her team leadership duties.

3.2.9. The design of the selection criteria was intended to be appropriate and proportionate to
the nature and value of the contract, fostering competition while upholding high standards of
quality and fairness. Further, it is pertinent to highlight that the procurement procedure
successfully attracted a sufficient number of offers, thereby maintaining competitiveness. The
absence of appeals against this procedure further suggests that the process was accepted by
the tenderers.

3.2.10. The Agency acknowledges the relatively high level of carry overs of 29% from its
appropriations but would like to bring to the attention of the Court the fact that all the carry
overs were made to cover open obligations from the contracts the Agency signed during 2023.
Most of these contracts have a duration of one year and were entered into as planned and
needed in the course of 2023 with the implicit effect of their duration extending beyond the
borders of 2023. It should be noted that the implementation of payments so carried over from
previous years have reached or even exceeded the 95% target, thus completing the budget
cycle in accordance with the provisions of the Financial Regulation on budget annuality and
carry over of non-differentiated appropriations.

3.2.11. Upon further investigation, we noticed that some of the payments reported as late in
ABAC Data Warehouse reports were in fact not late but incorrectly encoded as such due to
incorrect registration of payment deadlines. We will address these issues in future ABAC
reports.
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3.3. Agency for Support for BEREC
(BEREC Office)

The Agency for Support for BEREC (BEREC Office), located in Riga, was established
by Regulation (EC) No 1211/2009, subsequently repealed and replaced by Regulation (EU)
No 2018/1971. The BEREC Office provides professional and administrative support services to
the Body of European Regulators for Electronic Communications (BEREC). Under BEREC's
guidance, it collects and analyses information on electronic communications and disseminates
best practices such as common approaches, methodologies and guidelines on the
implementation of the EU regulatory framework among national regulatory authorities.
Figure 3.3.1 presents key figures for the BEREC Office?’.”

Figure 3.3.1 — Key figures for the BEREC Office

Budget (million euros)* Staff (as at 31 December)**

B — (o) I
© "

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of the BEREC Office for the 2022 and 2023 financial years; staff figures provided
by the BEREC Office.

Our audit approach, the basis for our opinion, the responsibilities of the BEREC
Office’s management and of those charged with governance, and the auditor’s responsibilities
for the audit of the accounts and underlying transactions, are described in section 3.1. The
signature on page 370 forms an integral part of the opinion.

22 More information on the BEREC Office’s role and activities is available on its website:

www.berec.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32009R1211
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32018R1971
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32018R1971
http://www.berec.europa.eu/
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Opinion

We have audited:

(a) the accounts of the Agency for Support for BEREC (BEREC Office), which comprise
the financial statements?* and the reports on the implementation of the BEREC
Office’s budget® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the BEREC Office’s accounts for the year ended 31 December
2023 present fairly, in all material respects, the BEREC Office’s financial position as at
31 December 2023, the results of its operations, its cash flows, and the changes in net
assets for the year then ended, in accordance with its financial regulation and with
accounting rules adopted by the Commission’s accounting officer. These are based on
internationally accepted accounting standards for the public sector.

24 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

%> The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the BEREC Office’s accounts for the
year ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the BEREC Office’s accounts for the
year ended 31 December 2023 are legal and regular in all material respects.
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The BEREC Office's reply

The Agency has taken note of the ECA’s report.
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3.4. European Union Aviation Safety
Agency (EASA)

The European Union Aviation Safety Agency (EASA), located in Cologne, was
established by Regulation (EU) 2018/1139. It superseded the European Aviation Safety Agency
established in 2002. EASA has specific regulatory and executive tasks in the field of aviation
safety, particularly in relation to the design, production, maintenance and operation of
aeronautical products. Figure 3.4.1 presents key figures for EASA®®.

Figure 3.4.1 — Key figures for EASA

Budget (million euros)* Staff (as at 31 December)**
2023 ) JESN 2 9 3
¢ 2% -1%
Q) oaas

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,

but excludes interim workers and consultants.

Source: Annual accounts of EASA for the 2022 and 2023 financial years; staff figures provided by EASA.

Our audit approach, the basis for our opinion, the responsibilities of EASA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

26 More information on EASA’s role and activities is available on its website:
WWW.easa.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02018R1139-20210725
http://www.easa.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Union Aviation Safety Agency (EASA), which comprise
the financial statements?’ and the reports on the implementation of EASA’s budget?®
for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EASA’s accounts for the year ended 31 December 2023 present
fairly, in all material respects, EASA’s financial position as at 31 December 2023, the
results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

27" The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

28 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EASA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EASA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In our 2022 report (paragraph 3.4.8), we concluded that a contract which EASA
awarded as the outcome of a negotiated procedure was irregular, because EASA did not
substantiate the reason it cited — extreme urgency — for using such a procedure. As a result, all
subsequent payments under this contract — for a total of €1.6 million in 2023 — were irregular.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf

European Union Aviation Safety Agency (EASA)

Annex — Follow-up of previous years’ observations
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Status of ECA
Number Year of EFA ECA observation (summary) Corrective action taken and other relevant observation
observation developments (summary)
(Open / Closed)
EASA has no control over this matter, because it
EASA has accumulated a €52 million surplus from | would require a change to the founding
1 2016 |nd.ustry-f|na.nced aCtI\{It.IeS over the years, for regulation. Open
which there is no provision in its founding
regulation. The cumulative surplus at the end of 2023 was
€50 million.
Between 2019 and 2021, EASA assessed two
cases of a potential conflict of interest in relation
to a senior member of staff taking up a new job
elsewhere. In contravention of Article 16 of the
Staff Regulations, which requires the publication | EASA has revised its procedures to address the
2 2021 of a list of cases assessed in the context of the weaknesses identified and appointed a joint Closed
risk of advocacy and lobbying, EASA did not committee in 2023.
publish the one case we reviewed. Neither, in
contravention of another provision of Article 16
of the Staff Regulations, did EASA consult the
joint committee.
3 2022 EASA launched a negotiated procedure without With regard to this contract, EASA did not deem Open
first publishing a contract notice. It justified the it viable to interrupt provision of the service as
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

use of this procedure by the need for extreme the risk of a break in European aviation safety
urgency. However, we found that the urgency did | incident reporting was considered too high.
not result from an unforeseeable event, since the
budget for the new contract had already been
approved in early December 2021, leaving
enough time for an open procedure.

The contract led to payments totalling

€1.6 million in 2023 (see paragraph 3.4.8) and
expired in June 2023. The follow-up contract was
awarded through an open procedure.

We therefore concluded that the legal basis for
the negotiated procedure was incorrect and the
procedure was irregular, as were all associated
payments.

EASA launched a procurement procedure for
event management services. The value of the
tender was €2.5 million. EASA noted that there

was a significant price difference between the Following our observation, EASA modified its
financial offers it received from the bidders and approach to apply a strict interpretation of the
requested clarifications. It then amended the concept of obvious clerical error, establish how
4 2022 price of the tender. However, Article 151 of the | these are to be corrected, and communicate in as Closed
Financial Regulation states that corrections of much detail as possible which requirements have
this kind are only allowed to correct obvious not been met if a bidder is excluded.

clerical errors.

After one bidder objected to the price correction,
EASA made a second evaluation and excluded
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

the bidder on the grounds that it “did not meet
the requirements set in the tender
specifications”. However, as EASA did not specify
which requirements had not been met, the
bidder’s exclusion was not properly justified.

Following our observation, EASA’s applicant

relations section made corrections to ensure
EASA collects fees and charges for the provision | there is a record that administrative eligibility

of certification services, but does not document checks have been carried out for each new
5 2022 the checks it performs to ensure that this application. Open
revenue is collected correctly. This goes against
Articles 74(5) and 75 of the Financial Regulation. | Similar corrections are still being made with

regard to technical eligibility checks, which are

carried out by the technical sections.
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EASA's reply

The Agency has taken note of the ECA’s report.
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3.5. European Banking Authority (EBA)

The European Banking Authority (EBA), located in Paris, was established by
Regulation (EU) No 1093/2010. The EBA contributes to establishing high-quality common
regulatory and supervisory practices in the banking sector, monitors the application of EU
banking law by national authorities, and takes decisions in emergency situations. Figure 3.5.1
presents key figures for the EBA%.

Figure 3.5.1 — Key figures for the EBA

Budget (million euros)* Staff (as at 31 December)**
EID) ® . BT
‘ AR

%

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of the EBA for the 2022 and 2023 financial years; staff figures provided by the
EBA.

Our audit approach, the basis for our opinion, the responsibilities of the EBA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

2 More information on the EBA’s role and activities is available on its website:

www.eba.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02010R1093-20210626
http://www.eba.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Banking Authority (EBA), which comprise the financial
statements®° and the reports on the implementation of the EBA’s budget®! for the
financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the EBA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the EBA’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its Financial Regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

Emphasis of matter

We draw attention to Note V.1 to the annual accounts for 2023, which
describes the uncertainty related to the outcome of case T-750/22, “UniSystems
Luxembourg and Unisystems systimata plioforikis v ESMA”, concerning a public
procurement procedure led by ESMA in which EBA is a participating contracting authority.

We also draw attention to Note IV.5, which describes the significant impact of the Digital
Operational Resilience Act (DORA), in force since January 2023 and applicable from

30" The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

31 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32022R2554
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32022R2554
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January 2025, and the Markets in Crypto-assets Regulation (MiCAR), in force since

June 2023 and applicable from December 2024. The two regulations have given the EBA
new mandates and tasks. While the legislative financial statements supporting the
legislative proposals provided for fee-funded posts for oversight (DORA) and supervisory
(MICAR) tasks, they do not address the matter of funding either for setting up those tasks
or for the posts needed to prepare and implement oversight and supervisory policy, all of
which had to take place in 2023 before fee collection could start. The EBA therefore
reallocated resources to these preparatory activities.

Our opinion is not modified in respect of these matters.

Other matter

According to the evidence obtained from the EBA, the resources redeployed
for the preparatory activities related to DORA and MiCAR, mentioned in paragraph 3.5.5
were significant (24.5 full time equivalents in 2023).

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the EBA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the EBA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We audited a procurement procedure for “blockchain analytics services and
crypto-assets markets data”, with an estimated value of €360 thousand, which resulted in
multiple framework contracts. We found that three tenderers that did not meet the financial


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02023R1114-20240109
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capacity requirements — because they could only provide two years of financial statements
instead of three as required — were nevertheless allowed to participate in the procedure. One
of the three was awarded a contract as the second-ranked tenderer in the cascade. This
breached Article 167(1) of the Financial Regulation, as well as the principle of transparency and
equal treatment. In 2023 the EBA did not make any payments to this contractor, because so
far it has only used the services of the first-ranked contractor.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

: : Status of ECA
Number Year of EFA ECA observation (summary) Corrective action taken and other relevant observation
observation developments (summary)
(Open / Closed)
The EBA sought to procure services in two open One section in the EBA’s newly developed
tenders, one for market research for financial guidance for selection committees relates
services and another for consultation on data specifically to the distinction between award and
protection. In one tender there was an overlap selection criteria. The EBA conducts market
1 2022 between award and selection criteria. In both research by publishing “prior information Closed
cases, the EBA overestimated the maximum notices” in the Official Journal in which it invites
value of the contracts because of shortcomings in | companies to respond to a questionnaire (public
its research on market prices prior to launching consultation) and asks for indicative prices to
the tenders. help it estimate contract value.
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EBA's reply

3.5.10. The procurement procedure concerned a nascent industry. In taking the decision to
allow the three tenderers in question to participate, the EBA relied on Article 19.3 Annex | to
the Financial Regulation, and paragraph 4.3.1.19 of the procurement vade mecum, which allow
for the EBA to take the approach that it did. The EBA understands that the position of the
Court is that the EBA, to ensure transparency, should have stated this possibility in the call for
tender documentation, although the procurement vade mecum is silent on this point. The EBA
received 23 tenders for this procedure, including from industry leaders identified in the market
analysis. In 2024, the EBA will not make any payments to the contractor in question and will
adjust its future tender specifications accordingly.
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3.6. European Chemicals Agency
(ECHA)

The European Chemicals Agency (ECHA), located in Helsinki, was established by
Regulation (EC) No 1907/2006. ECHA’s main task is to implement the EU’s chemicals legislation
to protect EU citizens’ health and the environment. It also contributes to a well-functioning
internal market, and to innovation and the competitiveness of Europe’s chemicals industry.
Figure 3.6.1 presents key figures for ECHA®?.

Figure 3.6.1 — Key figures for ECHA

Budget (million euros)* Staff (as at 31 December)**

D — (143 I
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* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of ECHA for the 2022 and 2023 financial years; staff figures provided by ECHA.

Our audit approach, the basis for our opinion, the responsibilities of ECHA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

32 More information on ECHA’s role and activities is available on its website:

www.echa.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02006R1907-20221217
http://www.echa.europa.eu/

101

European Chemicals Agency (ECHA)

Opinion

We have audited:

(a) the accounts of the European Chemicals Agency (ECHA), which comprise the
financial statements®® and the reports on the implementation of ECHA’s budget** for
the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ECHA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, ECHA's financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

3 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

3 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.



European Chemicals Agency (ECHA)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying ECHA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying ECHA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.
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ECHA's reply

The Agency has taken note of the ECA’s report.
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3.7. European Insurance and
Occupational Pensions Authority
(EIOPA)

The European Insurance and Occupational Pensions Authority (EIOPA), located in
Frankfurt, was established by Regulation (EU) No 1094/2010. EIOPA promotes a sound
regulatory framework and consistent supervisory practices in order to protect the rights of
policyholders, pension scheme members and beneficiaries and to contribute to public
confidence in the European Union’s insurance and occupational pensions sectors. Figure 3.7.1
presents key figures for EIOPA®.

Figure 3.7.1 — Key figures for EIOPA

Budget (million euros)* Staff (as at 31 December)**

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EIOPA for the 2022 and 2023 financial years; staff figures provided by EIOPA.

Our audit approach, the basis for our opinion, the responsibilities of EIOPA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

35 More information on EIOPA’s role and activities is available on its website:

WWW.eiopa.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02010R1094-20200101
http://www.eiopa.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Insurance and Occupational Pensions Authority
(EIOPA), which comprise the financial statements®® and the reports on the
implementation of EIOPA’s budget®’ for the financial year ended 31 December 2023,
and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EIOPA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EIOPA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

¢ The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

37 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EIOPA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EIOPA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

For one audited administrative payment (amounting to €712 thousand), the EIOPA
authorised the budgetary commitments only after the related legal commitments were signed.
This goes against Article 73(2) of EIOPA’s financial regulation.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA

Corrective action taken and other observation

relevant developments (summary)

Year of ECA
observation

ECA observation (summary)

Number

EIOPA’s rental contract for its premises stipulates that
EIOPA’s landlord must give consent in advance before
changes can be made to the property and before
additional equipment can be installed. It also stipulates
that the associated works can only be carried out by
contractors nominated by the landlord. As a result of

Since the observation was made, EIOPA
has concluded no further contracts
requiring its landlord’s consent.

EIOPA intends to launch appropriate

(Open / Closed)

Point 1.1. of Annex | of the Financial Regulation, the
contract was for an indefinite period, with the
possibility for EIOPA to end it after the fourth year.

The irregular bridging arrangement
expired in April 2022.

01 2021 these contractual constraints, EIOPA awarded procurement procedures for any future Open
refurbishment works directly to the contractors construction works and to negotiate with
designated by the landlord, without an appropriate the landlord to grant the successful
procurement procedure. This contravenes Articles 164, | tenderer permission to carry out the
167 and 170 of the Financial Regulation. There were no | relevant works.
payments under this contract in the financial year 2021.
EIOPA signed in April 2022 a telecommunication o Open
services for mobile phone communication contract, as | 1"€ 2022 contract for telecommunication ds th
an amendment to the previous contract reflecting the | Services concluded for indefinite period is in;:firr?igtzrdlsjrat?on
02 2022 conditions of the new procurement. Contrary to still ongoing. of the contract

Closed
as regards the
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Status of ECA
Year of ECA : Corrective action taken and other :
Number : ECA observation (summary) observation
observation relevant developments (summary)
(Open / Closed)
To ensure business continuity, EIOPA did not terminate bridging
the old subscription after four years and documented arrangement

this deviation in an exception note. Between December
2021 and April 2022, the old subscription was used
without any legal basis.
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EIOPA's reply

3.7.8. The Authority takes note of the Court’s observation and would like to reiterate its
adherence to the rules set in the Financial Regulation including the provisions of the Article 73
(2) of EIOPA Financial Regulation. While the budget commitment approval process was duly
initiated prior to receipt of the debit note, the actual financial commitment was indeed only
effective after receipt of the debit note.

EIOPA will implement additional measures to mitigate and reduce a similar risk in the future.
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3.8. European Institute of Innovation
and Technology (EIT)

The European Institute of Innovation and Technology (EIT), located in Budapest,
was established by Regulation (EC) No 294/2008, subsequently repealed and replaced by
Regulation (EU) 2021/819. The EIT contributes to sustainable economic growth and job
creation by reinforcing Europe’s innovation capacity. To do this, it awards grants to
“knowledge and innovation communities”, which link the higher education, research and
business sectors to develop innovative products and services, start new companies and train a
new generation of entrepreneurs. In 2023, knowledge and innovation communities grants
amounted to €344 million (2022: €372 million), representing 97 % of the EIT’s total
expenditure (2022: 98 %). Figure 3.8.1 presents key figures for the EIT*.

Figure 3.8.1 — Key figures for the EIT

Budget (million euros)* Staff (as at 31 December)**

© ¢ 2

Budget figures are based on the total payment appropriations available during the financial year.

*

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,

but excludes interim workers and consultants.

Source: Annual accounts of the EIT for the 2022 and 2023 financial years; staff figures provided by the
EIT.

3 More information on the EIT’s role and activities is available on its website:
https://eit.europa.eu/.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02008R0294-20140101
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021R0819
https://eit.europa.eu/
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Figure 3.8.2 — 2023 EIT audit population compared to payments

Payments - total €357 million

Pre-financing Payment 320

Interim and Final Payments 38

Audit population - total €385 million
7/

Clearing of pre-financing 348
Interim and Final Payments 38
Note: EIT payments include a material level of pre-financing and clearings. In line with the harmonised
definition of underlying transactions (for details see paragraph 3.1.8), we examine payments once the
expenditure has been incurred. We examine advance payments when the recipient of funds provides

justification for their proper use, and when EIT accepts the justification by clearing the advance
payment, in the same year or later.

Our audit approach, the basis for our opinion, the responsibilities of the EIT’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.
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Opinion

We have audited:
(a) the accounts of the European Institute of Innovation and Technology (EIT), which
comprise the financial statements® and the reports on the implementation of the

EIT’s budget® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the EIT’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the EIT’s financial position as at 31 December 2023
and the results of its operations, its cash flows, and the changes in net assets for the year
then ended, in accordance with its financial regulation and with accounting rules adopted
by the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

Emphasis of matter

We draw your attention to notes 1.3.5 and 3.3. of the EIT’s annual accounts,
describing the accounting policy and underlying assumptions applied for the estimate of
the operational costs (grant expenses), which are accrued and presented as a decreasing
item of pre-financing assets in the balance sheet. Grant expense accrual is a significant
estimate, inherently entailing uncertainties. Our opinion is not qualified in respect of this
matter.

39

40

The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

The reports on the implementation of the budget comprise the reports, which aggregate
budgetary operations, and the explanatory notes.

112
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EIT’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Qualified opinion on the legality and regularity of the payments underlying the accounts

In our opinion, except for the effects of the matters explained in the “Basis for
qualified opinion on the legality and regularity of payments underlying the accounts”
paragraphs, the payments underlying the accounts of the EIT for the year ended
31 December 2023 are legal and regular in all material respects.

Basis for qualified opinion on the legality and regularity of payments underlying the
accounts.

The EIT checks the legality and regularity of its grant payments ex post. For the
final payments incurred in the 2023 financial year, the ex post verifications were
performed by external firms until June 2024, based on agreed-upon-procedures with EIT.
Overall, the external firms examined a representative sample of 174 costs items and
reported findings in relation to 39 of them. The EIT has validated these findings and
informed us that, in its assessment, 27 of them included ineligible costs.

We have reviewed the verifications performed by the external firms and the related
follow-up carried out by the EIT. We found that, in addition to the 27 cost items
mentioned above, there are further three which also include ineligible costs.

The cost items in question concerned salary costs of three seconded employees. In such a
case, the provisions of the grant agreement, which are explained in the annotated grant
agreement, require the costs to be actually incurred, i.e., real and definitively and
genuinely borne by the beneficiary, as well as identifiable and verifiable, i.e., reconcilable
with records and supporting documents showing what was actually paid. In this case
however, the costs were paid in September 2024, only after we had asked for a proof of
payment, 17 months after the invoice was issued, while the invoice indicated a one-
month payment deadline.

While, under certain conditions, beneficiaries are allowed to claim costs before paying
them, they must demonstrate that the eligibility conditions mentioned above are fulfilled
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(i.e., that the costs have been subsequently paid). At the time of our audit, this was not
the case, as the payment only occurred following our request for a proof of payment.

In line with our audit methodology, since this correction was not made independently
from our audit, the related expenditure, which is representative for the whole population
of EIT grants, is consequently irregular for the purposes of our audit opinion.

The total irregular amount for the 30 cost items concerned was €188.1 thousand. This
corresponds to an estimated error rate of 3.4 %.

By applying this error rate to the €359.9 million EIT’s cleared grant payments in 2023, we
estimate that €12.2 million is affected by error. This represents 3.2 % of the total audit
population of €385.2 million in 2023. This exceeds the materiality threshold set for this
audit.

Emphasis of matter

We draw your attention to notes 4.1 of the EIT’s annual accounts, describing
that EIT changed its grant agreements structure from annual to multi-annual grants. In
accordance with Article 111 (4), the assessment of the legality and regularity of multi-
annual grants can only be performed at the time of interim and final payments. In 2023,
the EIT paid an amount of €319.8 million as pre-financing payments related to multi-
annual grant agreements, which corresponds to 89.5 % of the 2023 total payments
amounting to €357.4 million.

We examine advance payments when the recipient of funds provides justification for their
proper use, and when an agency accepts the justification by clearing the advance
payment, in the same year or later (see paragraph 3.1.8).We will therefore assess the
legality and regularity of these payments only in future years.

The observations which follow do not call the ECA’s opinion into question.

In accordance with Articles 45(5) and (8) of the Framework Financial Regulation,
the EIT has developed a set of procedures and guidelines for the performance of ex post
checks of grant payments. These payments account for the bulk of the EIT’s operations and
represent the area of the highest risk.

However, these procedures and guidelines have not yet been updated to take account of the
implications of the EIT’s move to a multi-annual grant agreement structure on its ex post
control strategy (see paragraph 3.8.9).
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An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Status of ECA
Year of ECA : Corrective action taken and other relevant i
Number . ECA observation (summary) observation
observation developments (summary)
(Open / Closed)
The increase in the EIT's buFIget an.d the growing The situation has not changed in 2023, as the
number of knowledge and innovation .
o request for additional posts was not accepted by
1 2019 communities to oversee have not been .. . . Open
. . . the EU budgetary authorities. This issue is not
accompanied by a respective increase in the - ,
within the EIT’s control.
number of posts.
For two audited payments in 2021 and three in The EIT organised meetings with the
2022, the EIT had authorised budgetary departments concerned to clarify the correct
2 2022 commitments only after the contracts were procedures. One instance of a budgetary Open
signed. This goes against Article 73(2) of the commitment signed after the legal commitment
Framework Financial Regulation. was still detected in 2023.
The legality and regularity of the EIT’s grants,
which constitute 98 % of the EIT’s budget, was
3 2022 venfled ex post by an independent externa! In its 2023 annual activity report, the EIT Closed
auditor. For the 2021 grants, the EIT est.abllshed published the error rate for the previous year.
an error rate of 1.7 %. However, unlike in
previous years this error rate was not disclosed in
the EIT’s 2022 annual activity report due to the
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Year of ECA
observation
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ECA observation (summary)

late conclusion of the annual exercise for its
calculation.

Corrective action taken and other relevant
developments (summary)

117

Status of ECA
observation

(Open / Closed)

For a software renewal order, the EIT did not
carry out an ex ante verification to confirm
whether the contractor had charged the correct

We have found no similar cases in our 2023

67 days, the interest amounted to

€20.7 thousand. In both cases, the EIT did not
adequately monitor the regulatory deadlines,
which demonstrates a weakness in the EIT’s
payment workflow.

4 2022 . . . .
price and uplift fee. This is contrary to the audit. Closed
provisions of Article 30 of the EIT financial
regulation on ex ante controls.
In 2023, the EIT completed the last grant cycle
Twice in 2022, the EIT paid interest on late where payment transactions had to be processed
payments in relation to grants. In one case, fora | @nd encoded ma'nu?ally. A” such transactions
payment of €39.5 million, delayed by 3 days, the | Were processed in line with legal due dates,
interest amounted to €11.4 thousand and in the thanks to an improved coordination between the
gl operational and finance teams.
5 2022 other, for a payment of €3.2 million, delayed by Closed

As of 2023, EIT has completed its transition to
the eGrants tool that supports the complete
grant management cycle, including the
monitoring of payment transactions, and the
automation of payments. This mitigates the risk
of similar issues occurring in the future.
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The EIT’s reply

3.8.8. The EIT does not accept one of the errors reported by the Court, related to a single case,
affecting three cost items, which, in its opinion are eligible.

One of the EIT’s grant beneficiaries (Company A) reported the salary costs of three employees
seconded to it by a related entity (Company B) that is owned by the same parent company.
These employees worked on an innovation project, which delivered all intended tasks and
outcomes as per the grant agreement. Reporting costs of seconded personnel is explicitly
allowed by the Horizon Europe grant agreement (“Cost category A.3 —seconded persons”).
Company B, which employed the three individuals, continued to pay the salaries and related
charges, and they invoiced the total cost of the three employees to Company A, in line with
the secondment agreement in place. All salaries and charges were paid by Company B during
the duration of the grant agreement in 2022, and the total cost invoiced to Company A was
included in Company A’s audited financial statements for 2022, meaning that the cost of
secondment of the three individuals was actually incurred by Company A.

The Horizon Europe Grant Agreement sets a series of conditions that need be in place for the
cost of seconded employees to be eligible. In EIT’'s assessment, all of the 13 eligibility
conditions that are applicable to the costs of seconded personnel were fulfilled by the
beneficiary. Therefore, the costs of seconded persons were considered eligible to be
reimbursed by EIT.

In particular, EIT considers that the costs in question were definitively and genuinely borne by
the beneficiary (Company A), as the costs were booked in the beneficiary’s accounting records
and included in their audited financial statements for 2022. It is only the settlement of the
invoice from Company B to Company A that took place at a later stage, which is regular
business practice between related entities.

EIT considers that there is no condition or requirement in the Horizon Europe grant agreement
or in the Annotated Grant Agreement or in the grant agreement signed with the beneficiary as
to when a payment needs to be made. In particular, the Annotated Grant Agreement provides
as follows: “If costs are invoiced or paid later than the end date, they are eligible only if the
debt existed already during the action duration (supported by documentary evidence) and the
final cost are known at the moment of the final report.” This is what happened: the cost (debt)
existed already during the action duration, which is supported by documentary evidence.

While EIT considers that the case in question is not affected by error and does not require
recovery from the beneficiary, it takes note that the Court’s assessment is based on the
application of its audit methodology. The EIT notes that, without this case, the estimated error
rate reported by the Court would be below the 2 % materiality threshold, leading to a clean
audit opinion on the legality and regularity of EIT's payments.



119
European Institute of Innovation and Technology (EIT)

3.8.11. The EIT is already in the process of updating its ex-post control mechanism in order to
address the relevant implications of the recent transition to multiannual grant agreement
structure.
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3.9. European Maritime Safety Agency
(EMSA)

The European Maritime Safety Agency (EMSA), located in Lisbon, was established
by Regulation (EC) No 1406/2002. EMSA works to ensure a high level of maritime safety and to
prevent pollution by ships. It also provides the Commission and the member states with
technical assistance, and monitors and evaluates the implementation of EU legislation.

Figure 3.9.1 presents key figures for EMSA™.

Figure 3.9.1 — Key figures for EMSA

Budget (million euros)* Staff (as at 31 December)**

= I
EmD» ° e . 0 5

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EMSA for the 2022 and 2023 financial years; staff figures provided by EMSA.

Our audit approach, the basis for our opinion, the responsibilities of EMSA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

41 More information on EMSA’s role and activities is available on its website:

WWWwW.emsa.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02002R1406-20161006
http://www.emsa.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Maritime Safety Agency (EMSA), which comprise the
financial statements® and the reports on the implementation of EMSA’s budget™®
for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EMSA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EMSA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

2" The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

3 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EMSA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EMSA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

We audited an open procurement procedure for the provision of remotely piloted
aircraft systems for maritime surveillance over an extended coastal range. The winning bidder
submitted two separate tenders for the procurement procedure. The key difference between
the two related to the inclusion of a technical feature (an automatic scanning sensor) in one of
the tenders but not the other. Both tenders were accepted and evaluated by the contracting
authority.

Accepting more than one tender from the same bidder in the same open procedure was a
breach of Article 164(2) of the Financial Regulation and contrary to the legal principles of
transparency and equal treatment. By submitting more than one tender in the same
procedure, an economic operator could unduly improve its chances of winning by its ability
and willingness to invest more resources to prepare several bids, instead of clearly presenting
the best bid it can offer.

However, before the submission deadline all the bidders were informed, in reply to a question
from one of them, that they could submit multiple tenders, and none of them objected.
Moreover, the two tenders submitted by the winning bidder were ranked first and second. For
these reasons, we conclude that, even without this breach of Article 164(2), the outcome of
the procedure would have been the same.
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EMSA's reply

3.9.7. The Agency takes note of the observation of the Court. The Agency’s legal interpretation
is that it was lawful and in line with the Financial Regulation to accept multiple tenders from
the same tenderer in the context of the audited procedure. As was the case for the audited
procedure, EMSA is following the guidelines and templates provided by DG BUDG. To ensure
the principle of transparency and equal treatment, the Agency will ensure that its tender
specifications are clear from the outset whether multiple tenders are accepted or not, keeping
the wording updated in line with the latest version of the standard templates made available
to EU Institutions and bodies.
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3.10. European Union Agency for
Cybersecurity (ENISA)

The European Union Agency for Cybersecurity (ENISA), located in Athens, was
established by Regulation (EU) 2019/881. ENISA succeeded and replaced the European Union
Agency for Network and Information Security, established in 2013, and is a successor to the
European Network and Information Security Agency, established in 2004. ENISA’s main mission
is to achieve a high common level of cybersecurity across the EU, including actively supporting
member states and EU bodies in improving cybersecurity and by serving as a reference point
for advice and expertise for all relevant EU stakeholders. Figure 3.10.1 presents key figures for
ENISA*,

Figure 3.10.1 — Key figures for ENISA

Budget (million euros)* Staff (as at 31 December)**

D © . m—:::;

®

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary agents, EU contract staff and seconded national
experts, but excludes interim workers and consultants.

Source: Annual accounts of ENISA for the 2022 and 2023 financial years; staff figures provided by ENISA.

Our audit approach, the basis for our opinion, the responsibilities of ENISA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

4 More information on ENISA’s role and activities is available on its website:

WWW.€enisa.europa.eu.


https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX%3A32019R0881
http://www.enisa.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Union Agency for Cybersecurity (ENISA),which
comprise the financial statements*® and the reports on the implementation of
ENISA’s budget“® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ENISA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, ENISA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

45

46

The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Qualified opinion on the legality and regularity of payments underlying the accounts

In our opinion, except for the effects of the matters explained in the “Basis
for qualified opinion on the legality and regularity of payments underlying the accounts”
paragraphs, the payments underlying ENISA’s accounts for the year ended 31 December
2023 are legal and regular in all material respects.

Basis for qualified opinion on the legality and regularity of payments underlying the
accounts.

In August 2022, €15 million was added to ENISA’s budget to meet the
request from member states for enhanced cybersecurity support from ENISA in the wake
of Russia’s invasion of Ukraine. In order to provide this support, in September 2022 ENISA
launched an open procurement procedure with 28 lots (one per member state and one
for horizontal services) and, in November and December 2022, signed 28 separate
framework contracts, with 16 different contractors, for a total amount of €14.4 million.
Subsequently, following member states’ revised requests for cybersecurity support from
ENISA in the beginning of 2023, the ENISA management board adopted a decision to
make an exception and temporarily derogate Articles 12(6), 73(2) and 75(1) and (3) of its
own financial regulation and, consequently, the corresponding articles of the Framework
Financial Regulation. ENISA used this decision as a basis to reassign amounts under a
number of individual commitments and their related payment appropriations between
the 28 contracts. This was recorded in ENISA’s register of exceptions. The total irregular
amount paid in 2023 in relation to these non-compliant reassignments of funds is
€1.8 million. This represents 4.1 % of the total payment appropriations available in 2023.
This exceeds the materiality threshold set for this audit.

The observations which follow do not call the ECA’s opinion into question.
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In a procurement procedure for graphic design services, with a total estimated
value of €0.5 million and a total duration of 4 years, the two bidders with the cheapest offers
proposed a total price which was 47 % and 64 % of the average of the eight offers accepted.
ENISA did not request clarifications from the two bidders nor documented its assessment
regarding the potentially abnormally low tenders, which contravened point 23.1 of Annex | to
the Financial Regulation. The two bidders concerned were ranked first and second in cascade.

Without prior approval of the management board and without prior consent
of the Commission, in September 2023 ENISA’s Executive Director derogated Articles 15 and
32 of the ENISA founding Regulation (EU) 2019/881 and Article 41 and 45 of ENISA’s financial
regulation, to allow 15 interim staff to assume roles in the financial circuit.

By decision of the Executive Director from July 2023, ENISA’s Accounting
Officer is at the same time the Internal Control Coordinator. This is a not in line with Articles 44
of ENISA’s financial regulation, which stipulates that the duties of the authorising officer and
accounting officer shall be segregated and mutually exclusive. The powers and duties of the
authorising officer, which are defined in Article 45 of ENISA’s financial regulation, include
responsibility to put in place internal control systems. Therefore the role of Internal Control
Coordinator, which covers this part of the authorising officer’s responsibilities, is incompatible
with the role of the accounting officer.

In 2023, ENISA processed 3 156 payment requests, of which 291 (9 %), for an
amount of €1.2 million, were paid outside the legal deadline. A total of €1.2 thousand was
charged in late payment interest. For comparison, in 2022 ENISA processed 2 477 payment
requests, of which 223 (9 %), for an amount of €1.1 million, were paid late, although no late
payment interest was charged. ENISA had already spotted this issue through internal controls
in 2022.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA . Corrective action taken and other i
Number . ECA observation (summary) observation
observation relevant developments (summary)
(Open / Closed)
ENISA i [ f
Absence of evaluation report and award decision for low- S . mtroducef:i .temp ates .o award
1 2021 decisions comprising evaluation reports Closed
value contracts.
for low-value contracts.
During 2022, ENISA offered its managers a professional
appraisal performed by an external provider, designated
by ENISA. In three cases, ENISA paid the provider directly
for these services; in the remaining 23 cases, it reimbursed | No further payments for these services
its managers, who had paid the provider themselves. The were made during 2023, either directly
2 2022 . . . . Closed
total amount paid by ENISA for the 26 appraisals was to the provider or as reimbursements
€120.3 thousand. Considering that ENISA selected the to ENISA staff.
provider without launching an open procurement
procedure, we conclude that these payments were
irregular.
3 2022 ENISA lacks pre-determined guidelines to help evaluations | Guidelines are now systematically Closed
committees to properly assess tenders. provided to evaluation committees.
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ENISA’s reply

3.10.7. ENISA acknowledges the ECA’s observation and would like to note that the
Management Board’s decision constituted an exception (limited in time and scope) to respond
to a particular exceptional situation in an extremely difficult international context.

This exception was duly registered as per application of ENISA's Internal Control Framework
and was accordingly reported in the 2023 Consolidated Annual Activity Report.

3.10.9. ENISA takes note of the ECA’s observation and would like to note the following.

ENISA did not request clarifications from the two bidders with the cheapest offers proposed
because they were not assessed as abnormally low. As regards the offer which was 64% below
the average, ENISA does not consider this offer as abnormally low as it was only at 77% of the
average if the highest price offer is omitted from the average. The second offer was proposed
by a company who was contracted by ENISA for similar services over the previous 8 years and
ENISA had good awareness of their pricing structure.

3.10.10. According to ENISA’s Corporate Strategy adopted by the Management Board in 2023,
due to business needs and shortage of resources, ENISA has been using Interim Agents and
SNEs for non-statutory, demand driven, repetitive and more technical tasks, such as the
initiation of financial and operational transactions.

If the shortage of resources is not addressed in the medium term by the budgetary authorities,
ENISA shall formally seek to derogate from the financial rules (with the prior consent of the
Commission).

3.10.11. ENISA takes note of the ECA’s observation. ENISA considers that the roles of Internal
Control Coordinator and Accounting Officer are not necessarily incompatible, in particular
because the Authorising Officer had not delegated any powers to the Internal Control
Coordinator.

ENISA shall further clarify the roles and responsibilities of the Internal Control Coordinator in
its internal processes so as to address any possible misinterpretation to that end.

3.10.12. ENISA agrees to this audit observation. To address this weakness, a weekly monitoring
report is in place to actively monitor time to payment since Q2 2023.
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3.11. European Union Agency for
Railways (ERA)

The European Union Agency for Railways (ERA), located in Lille and
Valenciennes, was established by Regulation (EU) 2016/796. ERA superseded the European
Railway Agency, established in 2004. ERA’s task is to enhance the interoperability and safety of
European railway systems. It is also responsible for issuing authorisations, certificates and
approvals in this field. Figure 3.11.1 presents key figures for ERA"’.

Figure 3.11.1 — Key figures for ERA

Budget (million euros)* Staff (as at 31 December)**

EZD» —— (42) : 203 [
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* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of ERA for the 2022 and 2023 financial years; staff figures provided by ERA.

Our audit approach, the basis for our opinion, the responsibilities of ERA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

47 More information on ERA’s role and activities is available on its website:

WWWw.era.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32016R0796
http://www.era.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Union Agency for Railways (ERA), which comprise the
financial statements®® and the reports on the implementation of ERA’s budget* for
the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ERA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, ERA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

“® The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

% The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Emphasis of matter

We draw attention to note 3.5.4.1. to the annual accounts for 2023, which
describes the continued implementation of a new budgetary, accounting and financial
system, SUMMA as a pilot for the development of the system for the European
Commission.

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying ERA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying ERA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

ERA signed a specific contract for the acquisition of network and security
services, for an amount of €238.9 thousand, without a reopening of competition as required
by the framework contract. The specific contract, which was later amended to
€254.4 thousand, and all payments linked to it were therefore irregular. In 2023, ERA paid a
total of €254.4 thousand in connection with the specific contract.

In a procurement procedure for the provision of facilities management
services for a total of €1 million, ERA did not properly define the selection criteria. Some
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criteria were too generic, and one referred to the bid instead of the bidder. In addition, the
evaluation committee did not properly assess whether any bids were abnormally low.

In 2023, ERA did not comply with the time limits stipulated in Article 98(2) of
the Financial Regulation, which requires authorising officers to “send the debit note
immediately after establishing the amount receivable”, or in Article 5(1) of Regulation
2018/764 on ERA’s fees and charges, which sets a 30-day deadline for issuing invoices. The
data provided by ERA indicates that out of 1682 invoices,240 (14 %) were issued with delay.
Delays in invoicing, which in 2023 averaged 47 days, can lead to delays in revenue collection
and budget difficulties.

In 2023 ERA processed 1 101 payments, of which 148 (13 %), for an amount of
€1.3 million, were made outside the legal deadline. However, no late payment interest was
charged. For comparison, in 2022 ERA processed 920 payments, of which 179 (19 %) were paid
late, although no late payment interest was charged.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Year of ECA
observation

Number

ECA observation (summary)

In 2019, ERA will start collecting fees and charges
for certification tasks. The new regulation on fees
and charges required the specific needs of small

Corrective action taken and other relevant

developments (summary)

ERA is currently updating the one stop shop
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Status of ECA
observation

(Open / Closed)

introduction of SUMMA.

ERA’s SUMMA user management system is
managed by DG BUDG, which is responsible for
granting and removing the rights of SUMMA
users on the basis of information provided by

also includes its strategy for ex ante and ex post
checks.

Faced with the absence of a standard access
rights report from SUMMA, ERA has
implemented mitigating measures. Any

1 2018 and medium-sized enterprises to be taken into aoblication Open
account. ERA should introduce effective controls PP )
to check whether the applicants qualify as small
and medium-sized enterprises.
ERA did not put in place a risk management and ERA has further strengthened and documented
control strategy for implementing the SUMMA its internal control mechanisms to take account
system. of the introduction of SUMMA. A procedure for Closed
ERA did not update its financial circuits or its .much closer follow-up has also been as regards risk
. implemented. management and
strategy for ex ante and ex post checks to align . o
2 2022 them with the changes made necessary by the In 2023 ERA updated its financial manual, which financial circuits

Open
as regards user
management




Number

Year of ECA
observation
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ECA observation (summary)

ERA. This process is not yet formally structured,
and ERA does not specifically check attributed
user rights. There is therefore a risk that the user
roles in SUMMA may not be correctly assigned
and updated. SUMMA also still lacks a suitable
user profile for auditors.

Corrective action taken and other relevant
developments (summary)

inconsistencies detected have been raised with
DG BUDG for correction. Ex post checks of user
rights have been arranged. However DG BUDG
was still in charge of granting and removing
access rights in 2023.
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Status of ECA
observation

(Open / Closed)

2022

ERA does not have a policy for classifying and
protecting sensitive information, which is a
weakness in the implementation of the internal
control framework.

The policy was endorsed by ERA’s management
team in June 2023.

Closed

2022

We noted that, as part of the general practice for
procurement procedures, the members of
evaluation committees either copied an image of
their signature into documents or showed
approval by means of an e-mail instead of a
handwritten or qualified electronic signature.
The practice of not using valid signatures on
official documents is a weakness in ERA’s
management and control systems.

At the beginning of 2023, ERA introduced a
system of qualified electronic signatures for staff
with decision rights.

Closed

2022

ERA takes an average of 106 days to issue
invoices for the fees and charges associated with

In 2023, ERA issued 33 % of its invoices late (see
paragraph 3.11.11). The main cause of delay was

Open




Year of ECA
observation

Number
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ECA observation (summary)

the issue of certificates, approvals and
authorisations. This delay contravenes

Article 98(2) of the Financial Regulation, which
requires authorising officers to “send the debit
note immediately after establishing the amount
receivable”, and Article 5(1) of Regulation
2018/764 on ERA’s fees and charges, which sets a
30-day deadline for invoicing. Delays in invoicing
can lead to delays in revenue collection and
additional budget difficulties.

Corrective action taken and other relevant
developments (summary)

the obligation for ERA to wait for a statement of
costs from national rail safety authorities before
it could proceed to invoicing. Currently, ERA has
no legal leverage for imposing deadlines on
national safety authorities, but it expects the
matter to be addressed through a revision of
Regulation 2018/764 on the fees and charges
payable to ERA and their conditions of payment.
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Status of ECA
observation

(Open / Closed)

6 2022

ERA’s own data shows that, in 2022, it did not
comply with the time limits set in Article 116 of
the Financial Regulation in 179 out of 920
payments (20 %). In 112 cases (12 % of the total),
payment was more than 30 days late. This
weakness, which ERA attributes to the
implementation of SUMMA, exposes the agency
to financial and reputational risk, and goes
against the principle of economy.

ERA has implemented several measures, such as
discussing monthly reports on payment
processing status in management team meetings
and mandatory training in SUMMA for all staff
with financial roles, to reduce the number of late
payments. In 2023 13 % of ERA payments were
made late (see paragraph 3.11.12).

Open
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ERA's reply

3.11.9. ERA has resorted to the EC reopening of competition under the respective FWC as it
considered the required services to be covered by that reopening. ERA assesses that in doing
so, it has eventually not influenced the overall final price of the specific contract. However,
from 2024, ERA has started to apply its own reopening of competition for the services in
scope.

3.11.10. The Agency assessed that the criteria applied were linked to the bidders’ capacity to
deliver and that the total weighted prices did not point to an abnormally low value. Such
aspects will be better documented in the future procedures.

3.11.11. The revision of Regulation 2018/764 on the fees and charges payable to ERA and their
conditions of payment, which got a favourable vote on 26 June 2024, will allow the Agency to
address this observation, by setting a deadline for receiving the statement of costs from
national rail safety authorities before it could establish the amount receivable and proceed to
invoicing.

3.11.12. Starting 2023 and continuing in 2024, dedicated automated reports and monthly
reviews have been put in place to ensure that invoices are paid timely. The beginning of 2024
shows payment time statistics which are in line with the target.
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3.12. European Securities and Markets
Authority (ESMA)

The European Securities and Markets Authority (ESMA), located in Paris, was
established by Regulation (EU) No 1095/2010. ESMA’s mandate is to enhance investor
protection and promote stability and order in financial markets. It achieves its mission and
objectives through four activities: assessing risks to investors, markets and financial stability,
completing a single rulebook for EU financial markets, promoting supervisory convergence,
and directly supervising specific financial entities. Figure 3.12.1 presents key figures for
ESMA*’.

Figure 3.12.1 — Key figures for ESMA

Budget (million euros)* Staff (as at 31 December)**
ED) © . | N
Q) aaas

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,

but excludes interim workers and consultants.

Source: Annual accounts of ESMA for the 2022 and 2023 financial years; staff figures provided by ESMA.

Our audit approach, the basis for our opinion, the responsibilities of ESMA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

0 More information on ESMA’s role and activities is available on its website:
WWWw.esma.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02010R1095-20220812
http://www.esma.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Securities and Markets Authority (ESMA), which
comprise the financial statements®! and the reports on the implementation of
ESMA’s budget>’ for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ESMA's accounts for the year ended 31 December 2023
present fairly, in all material respects, ESMA'’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

Emphasis of matter

We draw attention to Note IV.1 “Other significant disclosures’ to the
annual accounts for 2023, which describes the uncertainty related to the outcome of case
T-750/22, “UniSystems Luxembourg and Unisystems systimata plioforikis v ESMA”,
concerning a public procurement procedure.

We draw attention to the disclosure of an impairment of €368.3 thousand, corresponding
to outstanding fees from third-country supervised entities. The impairment is linked to

1 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

2 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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the fact that the European Market Infrastructure Regulation (EMIR) does not provide

ESMA with an effective mechanism for enforcing the collection of outstanding fees from

outside the EU. We note that the recent co-legislators’ agreement to amend the
regulation (EMIR 3) introduced the possibility for ESMA to withdraw recognition from
third-country supervised entities that do not pay their fees.

Our opinion is not modified in respect of these matters.

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying ESMA’s accounts for the year ended

31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying ESMA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We audited two procurement procedures for services, both for a maximum
duration of seven years, and with estimated values of €16.2 million and €43 million
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respectively. We found that the financial capacity required from the tenderers (yearly turnover

of at least €8.1 million for one contract, at least €21.5 million for the other) exceeded two

times the estimated annual contract value (€2.3 million / €6.1 million), which is the maximum

allowed by point 19.1 of Annex | to the Financial Regulation. This maximum may be exceeded

in duly justified cases linked to the nature of the purchase, provided that the contracting

authority explains it in the procurement documents, which ESMA did not do. ESMA reported

this issue in the register of exceptions, including its justification for using higher thresholds,

only after the contracts were signed. Excessive financial capacity requirements may dissuade

potential bidders from participating in a tender procedure.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02012R0648-20220812
https://eur-lex.europa.eu/procedure/EN/2022_403
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ESMA asked three of the four tenderers in a negotiated procedure for services
relating to ‘crypto off-chain data’, with an estimated value of €100 thousand, to provide
additional clarifications. In one case, the clarification request went beyond the elements listed
in the tender specifications or included in the actual tender. This contravened Article 151 of
the Financial Regulation, which allows contracting authorities to request clarification only to
confirm the correction of obvious errors, provide missing information or explain supporting
documents. Requesting clarifications beyond what Article 151 allows may distort competition
and undermine equal treatment. However, since the other three tenderers were excluded in
any case, this irregularity did not affect the outcome of the procedure.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA : Corrective action taken and other -
Number . ECA observation (summary) observation
observation relevant developments (summary)
(Open / Closed)
In 2022, ESMA made eight commitments under a
framework contract dating back to 2015, although the ESMA has reinforced its internal control
contract ceiling had already been reached. The total value | system by putting in place instructions
1 2022 of commitments exceeding the ceiling was to improve ex ante verifications of the Closed
€217.1 thousand. The ESMA staff responsible for ex ante budget ceiling in all framework
checks did not have full access to the relevant information, | contracts.
so this issue was not detected until our audit.
. N . In 2022, ESMA submitted proposals to
Information from trade repositories for fee calculation - L
. - . . the Commission for streamlining and
were only subject to limited reviews by independent S
. . ) harmonising its fee management
auditors. A consultation paper, which proposes a _
AP . . system. The Commission adopted the
simplification of the method used to determine their
2 2020 . . amendment to the delegated act on Closed
turnover was published. The revision of the delegated acts o
. . . L trade repositories fee management on
on fees for credit rating agencies and trade repositories .
. . 11 March 2024. The amending
depends on the Commission. ESMA has reiterated that the . .
revision is necessar delegated act was published in the
v Official Journal on 18 June 2024.
3 2020 The Credit Rating Agencies Regulation provides scope for In 2022, ESMA submitted proposals to Closed
circumventing the fee-charging mechanism. Credit rating the Commission for streamlining and



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401702
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401702
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Year of ECA

Number . ECA observation (summary)
observation

Corrective action taken and other
relevant developments (summary)

143

Status of ECA
observation

(Open / Closed)

agencies were able to avoid fees by transferring revenue
to non-EU jurisdictions. The Regulation is subject to the
Commission’s right to initiate the legislative changes.
ESMA published a consultation paper and submitted
technical advice to the Commission on amending the
Regulation.

harmonising its fee management
system. The Commission adopted the
amendment to the delegated act on
credit rating agencies fee management
on 11 March 2024. The amending
delegated act was published in the
Official Journal on 18 June 2024



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401706
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401706
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ESMA's reply

3.12.9. and 3.12.10. ESMA acknowledges the procedural issue(s) and emphasises that
eventually there was no impact on the outcome of the procurement procedure(s).
Furthermore, it is worth noting that ESMA has already put in place the relevant mitigating
measures aimed at enhancing further the internal control in procurement processes.
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3.13. European Union Agency for the
Space Programme (EUSPA)

The European Union Agency for the Space Programme (EUSPA), located in
Prague, was established by Regulation (EU) 2021/696. EUSPA superseded the European Global
Navigation Satellite System Agency, established in 2010, and is the latest successor to the
European Global Navigation Satellite System Supervisory Authority, established in 2004. EUSPA
manages the EU’s space programme and provides multiple services in the space sector.
Figure 3.13.1 presents key figures for EUSPA™*.

Figure 3.13.1 — Key figures for EUSPA

Budget (million euros)* Staff (as at 31 December)**

D — e - T
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* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EUSPA for the 2022 and 2023 financial years; staff figures provided by
EUSPA.

Our audit approach, the basis for our opinion, the responsibilities of EUSPA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

>3 More information on EUSPA’s role and activities is available on its website:

WWW.euspa.europa.eu.


https://eur-lex.europa.eu/eli/reg/2021/696/oj
http://www.euspa.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Union Agency for the Space Programme (EUSPA),
which comprise the financial statements®* and the reports on the implementation of
EUSPA’s budget® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EUSPA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EUSPA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

>* The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

> The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EUSPA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EUSPA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We audited the final payment under a grant agreement in support of monitoring
activities for the Galileo Reference Centre, which was signed on 3 December 2021 and worth
€1 million. We found that, on 26 August 2021, EUSPA’s executive director had sent a letter
confirming an early start to monitoring on 1 September 2021 and the eligibility of the related
costs subject to them being incurred after that date and being eligible under the criteria of the
grant. The letter was a de facto legal commitment to finance the activities prior to signature of
the grant agreement. During the three months between 1 September 2021 and 2 December
2021, the activities carried out under the grant were not covered by a budgetary commitment.

The authorisation to start the monitoring early, before the grant agreement and the budgetary
commitment were signed, was not reported in either the exceptions register or the annual
activity report, in contravention of Article 193 of the Financial Regulation.

In 2023 EUSPA carried over 17 % of the year’s total appropriations to 2024. We
observed that there were significant carry-overs under Title Il (65 %). Recurrent high carry-over
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rates undermine the budgetary principle of annuality and are indicative of structural issues in
the budget process and implementation cycle.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

: : Status of ECA
Number Year of EFA ECA observation (summary) Corrective action taken and other observation
observation relevant developments (summary)
(Open / Closed)
In September 2021, EUSPA launched a negotiated procedure
with a national public entity, without prior publication of a In all current procurement procedures
contract notice, for the provision of various search and EUSPA insists that financial offers use
rescue services up to a maximum of €120 million. The the same reference year as in the
tenderer had already been providing similar services to tender notice, or issues a corrigendum
EUSPA since 2016. The resulting framework contract if the reference year needs to be
entailed the involvement of several subcontractors. We changed. EUSPA also examines
1 2022 . . e . . Closed
found some discrepancies between the tender specifications | whether any conflicts of interest have
and the evaluation committee’s assessment. For example, been declared as required in the
the evaluators either waived or did not properly apply the tender specifications and analyses all
requirement for subcontractors to declare no conflict of mitigating measures proposed by the
interest. In another example, the reference year given for tenderer, requesting clarification if
setting the prices in the bid was 2022, not 2021 as per the needed.
technical specifications.
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EUSPA's reply

3.13.8. The case concerns the succession in between two specific grants agreements under a
Framework Partnership Agreement. For continuity of services purposes the beneficiary
requested that cost incurred after the expiry of specific grant n. 3 and before the entry into
force of specific grant n. 4 could be accounted retroactively as part of the specific grant n. 4
after its signature. The Agency, replied that activities under specific grant n.4 would have been

considered eligible, on the basis of article 193.2 of the Financial Regulation. With the exchange
of letters EUSPA considers that it did not enter into any legal commitment (‘de facto’ or
otherwise) with the beneficiary, as the beneficiary recognised in its correspondence that
related cost incurred as from September 1 2021 could be accounted retroactively as part of
the 4" specific grant after its signature. As the agency did not deny or call into question this
unilateral declaration by the beneficiary, it considers it to be legally enforceable and
preventing the beneficiary from claiming any legitimate expectations.

Given the above, there was no need to register the early start of activities without budgetary
commitment in the Exceptions Register.

The Agency acknowledges that the case above was not reported in the annual activity report
under article 193.2.

3.13.9. The agency understands that the Court does not imply that the agency breached
Article 12.6 of the Framework Financial Regulation. We emphasise that the high level is due to
large contracts signed at the end of the previous year and that the rate of cancellation of
payment appropriations in the following year is very low.
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European Centre for the Development of Vocational Training (Cedefop)

3.14. European Centre for the
Development of Vocational Training
(Cedefop)

The European Centre for the Development of Vocational Training (Cedefop),
located in Thessaloniki, was established by Council Regulation (EEC) No 337/75 (subsequently
repealed and replaced by Regulation (EU) 2019/128). Cedefop fosters the development of
vocational training at EU level by compiling and disseminating documentation on vocational
training systems. Figure 3.14.1 presents key figures for Cedefop®°.

Figure 3.14.1 — Key figures for Cedefop

Budget (million euros)* Staff (as at 31 December)**

D — ?. m_mi

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of Cedefop for the 2022 and 2023 financial years; staff figures provided by
Cedefop.

Our audit approach, the basis for our opinion, the responsibilities of Cedefop’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

¢ More information on Cedefop’s role and activities is available on its website:

www.cedefop.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A01975R0337-20041221&qid=1681484192359
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.L_.2019.030.01.0090.01.ENG&toc=OJ%3AL%3A2019%3A030%3ATOC
http://www.cedefop.europa.eu/
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European Centre for the Development of Vocational Training (Cedefop)

Opinion

We have audited:

(a) the accounts of the European Centre for the Development of Vocational Training
(Cedefop), which comprise the financial statements®’ and the reports on the
implementation of Cedefop’s budget>® for the financial year ended 31 December
2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, Cedefop’s accounts for the year ended 31 December 2023
present fairly, in all material respects, Cedefop’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

>’ The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

% The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Centre for the Development of Vocational Training (Cedefop)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying Cedefop’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying Cedefop’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

An overview of the action taken in response to the ECA’s observations from

previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations
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Status of ECA
Number Year of ECA ECA observation (summary) Corrective action taken and other relevant observation
observation developments (summary)
(Open / Closed)
Weaknesses in transition to ABAC: (a) A similar situation arose with somebudgetary
1 2021 (a) The final dates of implementation for carried- | cCOmmitments carried forward from 2023 to Open
; . fop corrected the final
over budgetary commitments were not recorded 2024. Cede
correctly implementation dates where necessary.
Between 2017 and 2022, Cedefop paid monthly Cedefop intends to amend its internal rules so
and daily subsistence allowances to two Greek that any seconded national expert who has to
nationals employed as seconded national relocate to Thessaloniki will be eligible for
2 2022 . . . allowances Open
experts. Cedefop is located in Greece, and its :
inte.rnal rules do not entitle Greek seconded Cedefop did not pay daily subsistence allowances
national experts to these allowances. to Greek seconded national experts in 2023.
Cedefop did not correctly apply the contribution | An amendment to Protocol 31, on cooperation in
calculation method set out in the Statement on specific fields outside the four freedoms, entered
Cedefop/EFTA cooperation in relation to into force on 1 January 2023. Since 2023,
3 2022 . ) Closed
amendment No 1 to its budget. As a result, therefore, Cedefop has received Norway’s and
Norway’s and Iceland’s contributions to the 2022 | Iceland’s contributions to its budget through the
Cedefop budget were higher, and the EU’s EU budget.
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European Centre for the Development of Vocational Training (Cedefop)

Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

contribution was lower, than they should have
been.
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European Centre for the Development of Vocational Training (Cedefop)

Cedefop's reply

The Agency has taken note of the ECA's report.
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European Centre for Disease Prevention and Control (ECDC)

3.15. European Centre for Disease
Prevention and Control (ECDC)

The European Centre for Disease Prevention and Control (ECDC), located in
Stockholm, was established by Regulation (EC) No 851/2004. The ECDC collects and
disseminates data on the prevention and control of human diseases and provides scientific
opinions on this subject. The ECDC also coordinates a European network of bodies operating in
this field. Figure 3.15.1 presents key figures for the ECDC*”.

Figure 3.15.1 — Key figures for the ECDC

Budget (million euros)* Staff (as at 31 December)**

B — e BT

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

The significant decrease in the ECDC’s budget is due to the end in 2022 of the one-off Health Emergency
Preparedness and Response Authority (HERA) incubator grants scheme.

Source: Annual accounts of the ECDC for the 2022 and 2023 financial years; staff figures provided by the
ECDC.

Our audit approach, the basis for our opinion, the responsibilities of the ECDC’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

> More information on the ECDC’s role and activities is available on its website:
www.ecdc.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A32004R0851
http://www.ecdc.europa.eu/
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European Centre for Disease Prevention and Control (ECDC)

Opinion

We have audited:

(a) the accounts of the European Centre for Disease Prevention and Control (ECDC),
which comprise the financial statements® and the reports on the implementation of
the ECDC’s budget® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the ECDC’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the ECDC’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

0" The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

1 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Centre for Disease Prevention and Control (ECDC)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the ECDC’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the ECDC’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We audited a final payment of €1.5 million under a contract for services relating
to vaccine effectiveness and impact studies. The payment schedule comprised an advance
payment (pre-financing), two interim payments and a final balance. The contract also
stipulated that the pre-financing had to be deducted from the interim payments.

We found that the ECDC had in fact deducted the €250 thousand paid as pre-financing from
the final payment, ten months later than required by the contract. This was in breach both of
the specific terms of the contract and of Article 73(3) of the ECDC’s financial regulation.

In 2023, the ECDC carried over 25 % of the year’s total appropriations to 2024.
We observed that there were significant carry-overs under Title Ill (54 %), 17 % of which were
subsequently cancelled. The carry-over rate was also significant for Title Il (25 %). The carry-
over rate for Title | was not high, but 22 % of the appropriations carried over were cancelled.
Recurrent high carry-over rates undermine the budgetary principle of annuality and are
indicative of structural issues in the budget process and implementation cycle.
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European Centre for Disease Prevention and Control (ECDC)

In 2023, the ECDC processed 2 036 payment requests, of which 133 (6.5 %), for
an amount of €1 million, were paid outside the legal deadline. A total of €270 was charged in
late payment interest. For comparison, in 2022 the ECDC processed 2 025 payment requests,
of which 57 (3 %), for an amount of €523 thousand, were paid late, although no late payment
interest was charged.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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European Centre for Disease Prevention and Control (ECDC)

Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other observation

Number . ECA observation (summar
HmBE observation ( v) relevant developments (summary)

(Open / Closed)

In 2022, the ECDC continued to manage incubator grants
paid by the Health Emergency Preparedness and Response
Authority (HERA) to 24 national health authorities in EU /
European Economic Area countries. As the beneficiaries

1 2022 were public authorities, VAT was not an eligible cost under
Article 186(4)(c) of the Financial Regulation. We concluded
that the total amount of non-compliant expenditure
relating to VAT exceeded the materiality threshold we set
for the audit.

The HERA incubator grants scheme

ended in 2022. Closed
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European Centre for Disease Prevention and Control (ECDC)

The ECDC's reply

3.15.8. ECDC acknowledges the observation and emphasises this does not stem from a
systematic error and preventive measures have been instituted to prevent its recurrence.

3.15.9. The Centre has taken note of the ECA’s analysis however claims that these carry-
forwards resulted from an operational necessity.

3.15.10. The Centre acknowledges the observation and has instituted measures to address this
as a notable portion of the late transaction pertains to two specific business areas where
improvements have been enforced.

Regarding the amount of €1 million, it is noteworthy that the five highest valued transactions
represent 54 % of that amount and three of these transactions where received mid-December
and could not be paid within 30 days due to the closure of the Centre and the reopening of the
European Commission’s financial system, used by the Centre, until 11 January 2024.

The Centre has diligently investigated the observation and not identified a common
denominator but will continue to strengthen its effort to reduce the percentage below the KPI
of 5 % which the ECA applies.
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European Food Safety Authority (EFSA)

3.16. European Food Safety Authority
(EFSA)

The European Food Safety Authority (EFSA), located in Parma, was established
by Regulation (EC) No 178/2002. EFSA supplies the scientific information that is needed when
drafting EU legislation on food and food safety, collects and analyses data to identify and
monitor risks, and provides independent information on those risks. Figure 3.16.1 presents key
figures for EFSA®.

Figure 3.16.1 — Key figures for EFSA

Budget (million euros)* Staff (as at 31 December)**

B — e . m3

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EFSA for the 2022 and 2023 financial years; staff figures provided by EFSA.

Our audit approach, the basis for our opinion, the responsibilities of EFSA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

62 More information on EFSA’s role and activities is available on its website:
www.efsa.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02002R0178-20220701
http://www.efsa.europa.eu/
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European Food Safety Authority (EFSA)

Opinion

We have audited:

(a) the accounts of the European Food Safety Authority (EFSA), which comprise the
financial statements®® and the reports on the implementation of EFSA’s budget® for
the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EFSA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EFSA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

3 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

® The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Food Safety Authority (EFSA)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EFSA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EFSA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.
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European Food Safety Authority (EFSA)

EFSA's reply

3.16.4. & 3.16.5. & 3.16.6. The Authority acknowledges receipt of the clean audit report of the
Court of Auditors and EFSA welcomes the unqualified audit opinions on the reliability of the
accounts and the legality and regularity of the transactions underlying the accounts.
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European Institute for Gender Equality (EIGE)

3.17. European Institute for Gender
Equality (EIGE)

The European Institute for Gender Equality (EIGE), located in Vilnius, was
established by Regulation (EC) No 1922/2006. EIGE collects, analyses and disseminates
information on gender equality, and develops, evaluates and disseminates methodological
tools to support the incorporation of gender equality into all EU policies. Figure 3.17.1
presents key figures for EIGE®°.

Figure 3.17.1 - Key figures for EIGE

Budget (million euros)* Staff (as at 31 December)**

12023 g @ . E—
* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EIGE for the 2022 and 2023 financial years; staff figures provided by EIGE.

Our audit approach, the basis for our opinion, the responsibilities of EIGE’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

% More information on EIGE’s role and activities is available on its website:
WWW.eige.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02006R1922-20070119
http://www.eige.europa.eu/
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European Institute for Gender Equality (EIGE)

Opinion

We have audited:

(a) the accounts of the European Institute for Gender Equality (EIGE), which comprise
the financial statements®® and the reports on the implementation of EIGE’s budget®’
for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EIGE’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EIGE’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

¢ The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

7 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Institute for Gender Equality (EIGE)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EIGE’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EIGE’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

When approving budgetary commitments, purchase orders and invoices for
services relating to the assessment of its staff, EIGE mixed up two interinstitutional framework
contracts, which led to:

incorrect application of the ex ante checks stipulated by Article 73(3) of its own financial
regulation;

an amount exceeding the ceiling of the framework contract by €54 thousand;
the incorrect application of daily rates.

Consequently, all the related 2023 payments, for a total of €76.5 thousand, were irregular.

In our 2022 report on EU agencies (paragraph 3.17.9) we established that one
bid sent to the functional mailbox of the procurement team had gone missing and had
therefore not been taken into account in the remainder of the procedure. Because of this, we
concluded that the entire procedure and the resulting contract, as well as any associated
payments, were irregular. In 2023, EIGE paid €59.6 thousand under this contract.
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European Institute for Gender Equality (EIGE)

When auditing a payment under a framework contract for intranet services,
we noted that EIGE monitored contract consumption at the level of payments rather than
budgetary commitments. We then observed the same practice under another framework
contract. This approach is not compliant with Article 111 of the EU Financial Regulation. It
creates a risk that the total value of signed legal commitments, which are based on budgetary
commitments and oblige EIGE to make payments in the future, will exceed the framework
contract ceiling.

In 2023 EIGE carried over 18 % of the year’s total appropriations to 2024. We
observed that there were significant carry-overs under Title 11l (48 %). The carry-over rates for
Title I and Title Il were not high, but some 20 % of the appropriations carried over under Title |
were cancelled. Recurrent high rates of carry-overs undermine the budgetary principle of
annuality and are indicative of structural issues in the budget process and implementation
cycle.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Year of ECA
observation

Number

ECA observation (summary)

In two audited payments we found that a cost
category (“unforeseen expenditure”) not
included in the framework contract worth
€3.7 million had been included in specific

Corrective action taken and other relevant
developments (summary)

The framework contract was amended to include
contingency provisions for unforeseen additional
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Status of ECA
observation

(Open / Closed)

gone missing, either by human error or because
of an IT malfunction, and had therefore not been
taken into account in the remainder of the
procedure. Because of this, we conclude that the

1 2022 contracts (grder forms:) and |nv0|Fes. The total costs, up to a limit of 7 %, related to the initial Closed
amount paid under this contract in 2022 was
€511.3 thousand. Of this, €25.6 thousand was order.
labelled “unforeseen expenditure” and was
therefore irregular.
In one audited procurement procedure In 2023 EIGE paid €60 thousand under this
(negotiated procedure with at least three contract (see paragraph 3.17.9)
candidates, with a value below €60 thousand), EIGE has tak | steps:
we established that one bid sent to the as taken several steps:
2 2022 functional mailbox of the procurement team had | - |T team tests mailboxes as soon as they are set Open

up

- IT sets automatic notifications of receipt and
tests that the function is working
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European Institute for Gender Equality (EIGE)

Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

entire procedure and the resulting contract, as
well as any associated payments, were irregular.

- Bidders are instructed to contact EIGE
immediately if they do not receive a confirmation
of receipt.

EIGE had not disclosed earmarked budget
appropriations of €3.7 million (around one third
of budget), for a framework contract for event

3 2022 organisation services, in the single programming
document for 2021-2023. This undermined the
agency’s budgetary transparency towards its
management board and other stakeholders.

The 2023-2025 single programming document
has been amended so that the framework
contract is presented in the procurement plan.
The 2024-2026 single programming document
includes plans to launch operational framework
contracts.

Closed
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European Institute for Gender Equality (EIGE)

EIGE's reply

3.17.8. EIGE takes note of the Court’s observation and will take measures to ensure a proper
implementation of interinstitutional framework contracts with particular attention to HR
related contracts.

3.17.9. EIGE implemented several corrective and preventive measures, such as:
Set-up of automatic acknowledgment of receipt in the procurement functional mailbox.
Testing of the procurement mailbox by ICT agents.

Update of the template for invitation to tender specifying the need to contact the
general procurement mailbox in 48 hours if no acknowledgment of receipt was received.

3.17.10. EIGE established a template for monitoring the consumption of framework contracts
in November 2023. The template takes into account both payments and commitments. EIGE
will take measures to reinforce a consistent and correct use of the template.

3.17.11. The high-level inflation in the EU and particularly in Lithuania affected EIGE’s budget
implementation capabilities in 2023, similarly to 2022. EIGE will take measures to improve the
budget execution.
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European Labour Authority (ELA)

3.18. European Labour Authority (ELA)

The European Labour Authority (ELA), located in Bratislava, was established by
Regulation (EU) 2019/1149. ELA ensures that EU rules on labour mobility and social security
coordination are enforced fairly, simply, and effectively, making it easier for citizens and
businesses to reap the benefits of the internal market. Figure 3.18.1 presents key figures for
ELA®S,

Figure 3.18.1 — Key figures for ELA

Budget (million euros)* Staff (as at 31 December)**

EZD) - : 141 e
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* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

ELA gained financial autonomy in May 2021 and the start-up period will last until 2024. Its staff and
budget will increase progressively during this period.

Source: Annual accounts of ELA for the 2022 and 2023 financial years; staff figures provided by ELA.

Our audit approach, the basis for our opinion, the responsibilities of ELA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

%8 More information on ELA’s role and activities is available on its website:

www.ela.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R1149
http://www.ela.europa.eu/en
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European Labour Authority (ELA)

Opinion

We have audited:

(a) the accounts of the European Labour Authority (ELA), which comprise the financial
statements® and the reports on the implementation of ELA’s budget’® for the
financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ELA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, ELA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

9 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

% The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.



European Labour Authority (ELA)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying ELA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Qualified opinion on the legality and regularity of payments underlying the accounts

In our opinion, except for the effects of the matters explained in the “Basis
for qualified opinion on the legality and regularity of payments underlying the accounts”
paragraphs, the payments underlying ELA’s accounts for the year ended 31 December
2023 are legal and regular in all material respects.

Basis for qualified opinion on the legality and regularity of payments underlying the
accounts.

In our 2022 report (paragraph 3.18.9), we concluded that a contract for
designing and organising training events, which ELA awarded as an outcome of an open
procedure, was irregular because the winning financial offer was for €12.9 million, while
the tender specifications established the maximum contract value at €6 million, which
contravenes point 12.3 (a) of Annex | to the Financial Regulation. As a result, all the
subsequent payments under this contract, which in 2023 amounted to €1.32 million, are
irregular.

177
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European Labour Authority (ELA)

We found shortcomings in ELA’s ex ante checks in the area of contract
implementation, which in 2023 led to irregular payments of €0.3 million:

in one case, in the context of another training-related framework contract, ELA
overpaid €261.5 thousand for services which the contractor invoiced separately,
although they were already covered by a monthly flat rate or were not included in
the financial offer;

in the case of an interim payment for a communication services contract, ELA
overpaid €37.6 thousand because the contractor’s invoice exceeded the contractual
limit for interim payment.

The total amount of irregular expenditure is €1.6 million. This represents
3.8 % of the total payment appropriations available in 2023. This exceeds the materiality
threshold set for this audit

The observations which follow do not call the ECA’s opinion into question.

In 2023, ELA carried over 26 % of the year’s total non-differentiated
appropriations to 2024. Like last year, we observed that there were significant carry-overs
under Title Il (76 %). In addition, 19 % of Title Il appropriations approved for 2023 were
cancelled. Recurrent high rates of carry-overs also undermine the budgetary principle of
annuality and are indicative of structural issues in the budgetary process and implementation
cycle.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations
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Status of ECA
Year of ECA . Corrective action taken and other relevant i
Number . ECA observation (summary) observation
observation developments (summary)
(Open / Closed)
ELA i i inui lan in Septemb
1 2021 ELA has not yet adopted a business continuity plan. ZOZ;dopted Its business continuity plan in September Closed
The daily and monthly allowances received by a _
national liaison officer — which, by the end of 2022, ELA has strengthened the ex ante checks regarding
amounted to €83.7 thousand, of which €50.7 thousand | Proof of residence of seconded national experts and
5 2022 was paid in 2022 — were irregular. national liaison officers. Checks carried out Closed
retroactively did not lead to any additional findings. In
ELA’s ex ante checks on allowances for national liaison | january 2024, ELA adopted a decision on the recovery
officers and seconded national experts were weak. of the overpaid allowances.
There were no ex post checks.
!n @ prc?curemen'F procedure to support ELA's .a.CtIVI.tIeS In 2023 ELA paid €1.3 million under this contract (see
in the field of training events, the tender specifications . .
. . . paragraph 3.18.7). The contract expired in
established a maximum contract value of €6 million February 2024
over four years. ELA awarded the contractto a y )
3 2022 tenderer whose financial offer was €12.9 million. ELA has revised its tender documents, including Open
fi ial off | larify th
We concluded that this procurement and the contract |nanC|a. offer temp atgs, toclari Yt. at ter.mders
. . . .| exceeding the contracting authority's maximum budget
award were irregular. No payments associated with this . -
. will be rejected.
contract were made in 2022.
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Status of ECA
Number Year of EFA ECA observation (summary) Corrective action taken and other relevant observation
observation developments (summary)
(Open / Closed)
There was a lack of formalised ex ante and ex post Despite certain improvements (such as the
controls in the area of contract implementation. In formalisation of ex ante checks using a paperless
particular, ELA had authorised payments for workflow tool), we again detected shortcomings in the
4 2022 . . . . . . Open
translation, event organisation, training and ex ante checks in 2023, in some cases leading to
communication without fully verifying key parameters irregular payments (see paragraph 3.18.8). A contract
determining the prices to be paid. for ex post checks was concluded in October 2023.
In 2022, ELA requested the conversion of 15 seconded
national expert posts into temporary agent posts. In
At the end of 2022, the proportion of temporary 2023, the conversion of five seconded national expert
5 2022 workers (seconded national experts and interims) at posts into contractual agent posts was approved. Open
ELA was 58 %. At the end of 2023, the proportion of ELA's temporary
workers (seconded national experts and interims)
remains high at 47 %.
From November 2022 to March 2023 (i.e. 5 months),
ELA used an interim agent and a trainee to perform ELA continued to use an interim agent and a trainee to
6 2022 ELA’s core financial activities associated with budget perform core financial activities associated with budget Open
implementation , which contravened Article 41(1) of implementation in 2023.
ELA’s financial rules.
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

[\ : ECA i
Sl observation A G TR developments (summary)

(Open / Closed)

ELA’s budget for 2022 was adopted by the ELA’s ELA's 2022 budget was published in the Official Journal
7 2022 management board but it was not published in the of the European Union on 31 May 2023 (2023/C Closed
Official Journal of the European Union. 191/01).

ELA had high carry-over rates of (65 %): €3.4 million (or
8 2022 80 %) under Title Il (63 % in 2021), and €16.4 million (or
91 %) under Title 111 (38 % in 2021).

ELA’s carry-over rate of remained high in 2023 (see

paragraph 3.18.11). Open
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ELA's reply

3.18.7. The contract in question ended on February 3, 2024 and it wasn’t renewed. A new
framework agreement for event management was established in November 2023. The
decision to employ an irregular contract until the new one came into force was driven by the
need to mitigate risks. By doing so, ELA aimed to safeguard its reputation and maintain a
consistent level of service delivery. ELA’s commitment to executing planned activities
remained unwavering. The irregular contract acted as a bridge, allowing ELA to continue its
essential functions without disruption.

3.18.8. ELA will analyse the incorrect payments and identify common patterns/specific areas
where improvements are needed. ELA will enhance its ex-ante checks by thoroughly reviewing
and formalizing the process for assessing key parameters.

3.18.11. ELA will assess its budgetary processes, from elaboration to implementation, will
identify any structural issues, areas and analyse patterns that contribute to high rates of carry-
overs and cancellations. High volumes of using interinstitutional procurements (mainly in IT
area) indicates many unpredictable variables, resulting in lower budget execution. ELA makes
efforts to enhance budget implementation by regular monitoring and quickly updating plans in
response to new opportunities or circumstances.
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3.19. European Medicines Agency
(EMA)

The European Medicines Agency (EMA), located in Amsterdam, was established
by Regulation (EC) No 726/2004. EMA succeeded and replaced the European Agency for the
Evaluation of Medicinal Products, established in 1993. EMA operates through a pan-EU
network and coordinates scientific resources made available by national authorities to ensure
the evaluation, supervision and safety monitoring of medicinal products for human and
veterinary use in the EU. Figure 3.19.1 presents key figures for EMA’".

Figure 3.19.1 — Key figures for EMA

Budget (million euros)* Staff (as at 31 December)**
m @ 8@ sss | @

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EMA for the 2022 and 2023 financial years; staff figures provided by EMA.

Our audit approach, the basis for our opinion, the responsibilities of EMA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

L More information on EMA’s role and activities is available on its website:

WWWw.ema.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02004R0726-20220128
http://www.ema.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Medicines Agency (EMA), which comprise the financial
statements’? and the reports on the implementation of EMA’s budget’® for the
financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EMA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EMA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

Emphasis of matter paragraph

We draw attention to note 3.1.3, note 4.3.2, note 4.8.1 and note 4.8.2 to
EMA’s accounts, which provide significant disclosures in connection with property-related
obligations. The lease on EMA’s former premises in London runs until 2039 and does not
contain a break clause, but the premises can be sublet or assigned subject to the
landlord’s consent. In July 2019, EMA reached an agreement with its landlord, and sublet
its former premises to a subtenant with effect from July 2019, under conditions that are
consistent with the terms of the head lease. The term of the sublease lasts until EMA’s

2" The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

3" The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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lease expires in June 2039. Since EMA remains the party to the head lease, it could be
held liable for the entire amount under the head lease contractual obligation

(€375 million) and any other financial obligations which would arise as result of the
premises being vacant. The maximum exposure, including council tax liability payable by
EMA in the case of the premises being vacant for the remainder of the lease, amounts to
€550 million.

We also draw attention to another element highlighted in note 4.3.2 to EMA’s accounts,
namely the financial situation of the subtenant’s ultimate parent company and in
particular the filing for bankruptcy for the subtenant’s group’s US and Canada branches in
November 2023. Following that event, the ultimate parent company of the subtenant has
been in contact with its landlords, including EMA, to renegotiate their leases. The
negotiations were concluded in March 2024. In accordance with the discussions held with
the EU budgetary authorities and with the consent of its landlord, EMA has agreed on an
amendment of the existing sublease with the subtenant by way of rent reduction and
including provisions for either the EMA or the subtenant to early terminate the sublease
under certain conditions before the scheduled end date in June 2039.

At the time these final accounts are issued, the amendment of the existing sublease
covering the relevant renegotiated terms, clauses and conditions is on-going and the
Agency’s subtenant continues to carry on operations from its London premises.

The Agency’s subtenant has met its contractual obligations for year 2023, with rental
payments covering the period up to 31 December 2023. However, EMA has accepted the
deferral of the rental payments covering the first three quarters of 2024, until the
amendment of the existing sublease contract with the subtenant is signed. In this respect,
EMA has made a provision for onerous contract, for an amount of €131.4 million.

Our opinion is not modified in respect of these matters.

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EMA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.
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Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EMA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

During the first quarter of 2023, EMA carried out a data migration from the
former veterinary inspection system to the new corporate system, IRIS. We found that
following the migration, for 48 veterinary inspections carried out, amounting to €1.3 million,
EMA had not respected the deadlines set out in Article 10 of Council Regulation 297/95 and
had issued the corresponding invoices with significant delays. As a consequence, the related
revenue was wrongly booked in 2023, instead of 2022. These delays were not reported in the
register of exceptions. This shows a weakness in EMA’s management and control systems and
contravenes Article 30 of EMA’s financial regulation.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Status of ECA
Year of ECA : Corrective action taken and other relevant i
Number . ECA observation (summary) observation
observation developments (summary)
(Open / Closed)
EMA contributes towards certain types of staff
childcare costs, such as pre- and after-school care
in the Netherlands. For school .meals, we. found EMA strengthened the checks regarding childcare
that EMA was not able to provide full evidence of L . .
1 2022 . contribution costs, ensuring that the required Closed
the checks carried out to ensure that the costs of . . .
. evidence is obtained.
school meals were excluded, therefore calling
into question whether such checks were
systematically carried out.
We found that EMA had not assigned clear
|dent|f|Fat|on to some of t.he assets since its EMA has started the process of labelling the
relocation to Amsterdam in 2019. We also found . . .
2 2022 . . . previously unlabelled furniture items. A new Open
some discrepancies between the list of assets inventorv is planned for 2024
donated by the Dutch government, EMA’s assets yisp )
register, and the assets found on the premises.
For one audited payment of €2 million, EMA EMA revised its standard operating procedure
3 2022 authorised the related budgetary commitment and established and performed an annual ex post Closed
only after the legal commitment was accepted. check of more than 1 500 budgetary
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

This goes against Article 73 (2) of EMA’s financial | commitments, which detected no cases of non-
regulation. compliance in 2023.
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EMA’s reply

3.19.5. The issue of London premises arose following the United Kingdom (UK) unilateral
decision to leave the European Union. The topic was initially included in the EU negotiation
position but was subsequently dropped. As a result, following the EU institutional approach,
the Agency has sought for an alternative solution and has sublet the premises in line with the
limits set by the EU budgetary authority. The Agency and its Management Board continue to
be concerned that the Agency, instead of focusing its full effort on its mission of protecting and
promoting public health, now must also manage commercial property in a third country,
diverting its human and financial resources from its public health responsibilities for the EU
citizens. This focus of the Agency on this matter and consequently that of the EU institutions
will have to be maintained until 2039. It has been and continues to be necessary to manage
this topic at the right political level and find a long-term resolution for the Agency. In 2023, the
situation regarding EMA’s premises in London became increasingly challenging due to global
macroeconomic changes, following the pandemic, and changing work habits of the population
that had significant negative consequences in the UK office real estate sub-market, i.e. the
business of the current Agency’s sub-tenant. The parent company’s liquidity situation and
macroeconomic factors directly affected the sub-tenant, who approached EMA to renegotiate
the sub-lease agreement to be able to remain in the premises. The negotiations, concluded in
March 2024, will enable the sub-tenant to remain in the premises, paying an agreed rent and
all the other building charges. Having stabilised the situation post pandemic, taking account of
the financial amount of the exposure, long period of lease remaining, considering the volatility
of economic factors already demonstrated in a short period of time and uncertainty how the
real estate market will develop in decades to follow, the EMA Management Board urges EU
institutions to resolve this matter at the highest political level to enable the Agency to fully
focus its resources on implementing its public health mission, the recently expanded mandate
and addressing public health crises.

3.19.9. EMA agrees with ECA’s observation, however would like to highlight that these
incidents were estimated to be below the materiality threshold and did not result in a loss of
revenue. EMA will look for improving the process in the context of the implementation of the
New Fee Regulation.
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3.20. European Public Prosecutor’s
Office (EPPO)

The European Public Prosecutor’s Office (EPPO), located in Luxembourg, was
established by Regulation (EU) 2017/1939 to investigate and prosecute offences affecting the
EU’s financial interests. Currently, 22 EU member states are part of EPPO. Figure 3.20.1
presents key figures for EPPO’".

Figure 3.20.1 — Key figures for EPPO

Budget (million euros)* Staff (as at 31 December)**

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

The significant increase in the EPPO’s budget is due to the continued build-up of staffing resources and
core IT systems and infrastructures following its creation in 2021.

Source: Annual accounts of EPPO for the 2022 and 2023 financial years; staff figures provided by EPPO.

Our audit approach, the basis for our opinion, the responsibilities of EPPO’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

74 More information on EPPO’s role and activities is available on its website:

WWW.eppo.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02017R1939-20210110
http://www.eppo.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Public Prosecutor’s Office (EPPO), which comprise the
financial statements’® and the reports on the implementation of EPPO’s budget’® for
the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EPPQ’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EPPQ’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

> The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

% The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EPPO’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EPPO’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We audited a payment relating to the reimbursement of costs for EPPO staff
whose children were attending the European Schools in Luxembourg. We found that EPPO had
used a different registration cut-off date than that laid down in the contribution agreement
with the Commission, resulting in a total overcharge of €25.4 thousand for two pupils. The
temporary overcharge was regularised as part of the debit note for 2024, which was paid in
March 2024.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

In 2021, 21 % of EPPQ’s payments were made
1 2021 late. In addition, EPPO relied on interim staff to
process payments.

In 2023, the rate of late payments was below the

I
ECA’s reporting threshold. Closed

A business continuity plan has still not been
adopted. According to EPPO, the adoption is
dependent on the allocation of additional human Open
and budgetary resources by the budgetary
authority.

EPPO has not yet adopted a comprehensive

2 2021 . o
business continuity plan.
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EPPO’s reply

3.20.8. EPPO acknowledges the observation. Indeed, the temporary overcharge was
regularised in 2024. Furthermore, the EPPO is taking further steps to strengthen its internal
control system by organising dedicated training workshops for operational and financial actors.
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3.21. European Training Foundation
(ETF)

The European Training Foundation (ETF), located in Turin, was established by
Council Regulation (EEC) No 1360/90 (subsequently repealed and replaced by
Regulation (EC) No 1339/2008). The ETF helps the EU’s neighbouring countries to reform their
education and training systems. To do this, it assists the Commission in the implementation of
vocational training programmes. Figure 3.21.1 presents key figures for the ETF’’.

Figure 3.21.1 - Key figures for the ETF

Budget (million euros)* Staff (as at 31 December)**

ED» = ® -
* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

The significant increase in the ETF's budget is due to the growing number of externally funded projects
under various contribution agreements.

Source: Annual accounts of the ETF for the 2022 and 2023 financial years; staff figures provided by the
ETF.

Our audit approach, the basis for our opinion, the responsibilities of ETF’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

7" More information on the ETF’s role and activities is available on its website:

www.etf.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A01990R1360-20031001
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2008.354.01.0082.01.ENG
http://www.etf.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Training Foundation (ETF), which comprise the
financial statements’® and the reports on the implementation of the ETF’s budge
for the financial year ended 31 December 2023, and

t79

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the ETF’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the ETF’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

8 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

9" The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the ETF’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the ETF’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In our 2022 report on the EU agencies (paragraph 3.21.8), we concluded that, in
the matter of a framework contract awarded for the provision of content support services
worth €1 million, the ETF departed from the technical specifications by awarding the contract
to a tenderer which had not reached the required financial turnover in one of the reference
years under consideration. The contract resulting from the procedure was therefore irregular,
as were all the related payments, which came to €175.5 thousand in 2023.

We also concluded in the 2022 report (paragraph 3.21.9), in regard to an open
procurement procedure for in-country support services worth €4 million, that the economic
and financial capacity of the winning tenderer had not been demonstrated as required. The
contract resulting from the procedure was therefore irregular, as were all the related
payments, which came to €300.6 thousand in 2023.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other observation

Number : ECA rvation (summar
observation CLECAZU LI Tl ) relevant developments (summary)

(Open / Closed)

In a public procurement procedure for temporary agency
services, the ETF applied award criteria that consisted of
1 2018 mostly non-competitive price elements. The ETF should
have used award criteria focusing on competitive price
elements.

The contract concerned expired in

March 2023. Closed

In an open procedure for the provision of content support
services, the ETF incorrectly applied the selection criterion
2 2022 relating to economic and financial capacity by accepting a None Open
tenderer whose financial turnover had not reached the
required threshold in one of the reference years.

In another open procurement procedure, this time for in-
country support services worth €4 million, the ETF
awarded a contract to a tenderer whose economic and
financial capacity had not been demonstrated.

3 2022 None Open
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The ETF’s reply

3.21.8. The ETF acknowledges the finding and has taken note of the Court’s report.

The ETF confirms that it has reviewed its methodology on financial solvency in the tendering
evaluation process.

3.21.9. The ETF acknowledges the finding and has taken note of the ECA’s report. The ETF
confirms that it has reviewed its methodology on financial assessment to target, where
applicable, the ETF partner countries working outside the EU market.
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3.22. European Agency for Safety and
Health at Work (EU-OSHA)

The European Agency for Safety and Health at Work (EU-OSHA), located in
Bilbao, was established by Council Regulation (EC) No 2062/94, subsequently repealed and
replaced by Regulation (EU) 2019/126. EU-OSHA's tasks include collecting and disseminating
information on national and EU priorities in the field of health and safety at work, and
supporting national and EU organisations involved in making and implementing policies in that
field. Figure 3.22.1presents key figures for EU-OSHA®",

Figure 3.22.1 — Key figures for EU-OSHA

Budget (million euros)* Staff (as at 31 December)**

2023 2= ® T
f ‘@ SRR 3

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EU-OSHA for the 2022 and 2023 financial years; staff figures provided by EU-
OSHA.

Our audit approach, the basis for our opinion, the responsibilities of EU-OSHA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions are, described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

80 More information on EU-OSHA’s role and activities is available on its website:

www.osha.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A01994R2062-20050804
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R0126&qid=1650999713202
http://www.osha.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Agency for Safety and Health at Work (EU-OSHA),
which comprise the financial statements® and the reports on the implementation of
EU-OSHA’s budget®” for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EU-OSHA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EU-OSHA’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

81 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

82 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EU-OSHA’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EU-OSHA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We audited three successive negotiated procedures with a single economic
operator, without the publication of a contract notice, for project management support and
consultation services. The negotiated procedures, which EU-OSHA justified by extreme
urgency, led to three successive 6-month bridge contracts concluded in October 2021,
February 2022 and September 2022. We found that EU-OSHA’s justification for the choice of
procedure was not valid, because it did not meet the conditions set out in point 11.1 (c) of
Annex | to the Financial Regulation.

EU-OSHA launched these procedures to fill the gap between the expiry of the previous
contract for such services in September 2021, and the conclusion of an open procedure for a
new contract, which was suspended due to doubts regarding the admissibility of one of the
bidders. In order to address these doubts, EU OSHA contacted the Commission’s Early
Detection and Exclusion System Panel. It did so 8 months after the potential inadmissibility of
the bidder became known, which means that the urgency was not due to “unforeseeable
events” and was in fact attributable to EU-OSHA. We also noted that EU-OSHA awarded the
three bridge contracts to the same contractor whose admissibility was in doubt for the
suspended open procedure. Therefore, we conclude that the three negotiated procedures and
the associated payments, which in 2023 amounted to €67.1 thousand, are irregular.


https://commission.europa.eu/strategy-and-policy/eu-budget/how-it-works/annual-lifecycle/implementation/anti-fraud-measures/edes_en
https://commission.europa.eu/strategy-and-policy/eu-budget/how-it-works/annual-lifecycle/implementation/anti-fraud-measures/edes_en
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We audited two directly awarded contracts with values of €14.7 thousand and
€15 thousand. Direct awards are allowed for contracts up to €15 thousand. We found,
however, that the two contracts were for nearly identical services related to research. We
therefore concluded that by processing the two contracts separately, EU-OSHA contravened
Article 160 of the Financial Regulation, which prohibits the splitting of contracts, in particular
where the effect is to limit competition. Consequently, the two contracts and all associated
payments, which in 2023 amounted to €29.7 thousand, are irregular.

In 2023, EU-OSHA carried over 29 % of the year’s total appropriations to 2024.
Like last year, we observed that there were significant carry-overs under Title Il (43 %) and
Title 11 (55 %). Recurrent high carry-over rates undermine the budgetary principle of annuality
and are indicative of structural issues in the budget process and implementation cycle.

In 2023, EU-OSHA processed 1 127 payment requests, of which 144 (13 %), for
an amount of €267.1 thousand, were paid outside the legal deadline. However, no late
payment interest was charged. For comparison, in 2022 EU-OSHA processed 983 payment
requests, of which 19 (2 %), for an amount of €43.9 thousand, were paid late, although no late
payment interest was charged.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other observation

Number ECA observation (summary)

observation relevant developments (summary)

(Open / Closed)

From 2022 to 2023, EU-OSHA carried over eight
provisional commitments amounting to €533.7 thousand.
Such carry-overs are allowed under Article 12(6) of EU-
OSHA'’s financial regulation, where a legal commitment EU-OSHA has decommitted the relevant
(such as a signed contract) exists at the end of the year. amount unduly carried-over and put in
However, by 31 December 2022, EU-OSHA had not signed | place an action plan so that similar

any contracts corresponding to €109.3 thousand of these | incidents do not happen again.
provisional commitments. Therefore, the amount of
€109.3 thousand should have been de-committed instead
of being carried over to 2023.

1 2022 Closed
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EU-OSHA's reply

3.22.8. The Agency was confronted with a unique set of circumstances which were clearly
beyond its authority to control. The Agency was engaged with the Commission in a confidential
exchange waiting for advice from the EDES Panel, received almost a year later. This referral to
the EDES Panel created a situation of extreme urgency’ to maintain essential project
management support services to running ICT projects. The Agency accepts that this is a highly
unusual situation but does not believe that it had any other viable options to ensure business
continuity while the open procedure was suspended.

3.22.9. These types of services require a high degree of specialised, country-specific
knowledge. During market prospection, a limited number of economic operators offered the
required services. In addition, in EU-OSHA's experience, additional administrative
requirements can create barriers for these small specialised economic operators. The
operators invited to participate were chosen based on a market analysis and objective criteria
and, therefore, there was no restriction of access to the market as such. EU-OSHA is
committed to improving the documentation of its market prospections related to
procurement, as well as to explore alternative procurement tools that will better target the
type of services required. EU-OSHA has already started to analyse tools such as calls for
expression of interest for external experts and reopening of competition, and to increase
awareness internally via info sessions, trainings, and further documentation.

3.22.10. EU-OSHA makes an effective use of commitment appropriations (>95%) and the very
low level of cancellation of payment appropriations indicates the reliability of the amounts
carried over.

For the expenditure in Title Il, the nature of which is exclusively administrative, the carry-overs
are linked to the commitments already planned in the Agency’s Single Programming Document
adopted by its Management Board. In Title lll, the carry-overs are explained by the cyclic
nature of the expenditure carried out by the Agency for the implementation of its Annual
Work Programme.

3.22.11. The Agency takes note of this finding and would like to point out that it is aware of
this non-compliance with the payment time limits established in the FR, and that it has already
been taking measures to address them. 92% (132 out of 144) of late payments in 2023 are
reimbursements for experts participating in meetings. To address these delays, EU-OSHA has
initiated the implementation of the AGM system (Advanced Gateway to Meetings), which will
provide an electronic and automated system for these reimbursements.
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3.23. European Foundation for the
Improvement of Living and Working
Conditions (Eurofound)

The European Foundation for the Improvement of Living and Working Conditions
(Eurofound), located in Dublin, was established by Council Regulation (EEC) No 1365/75,
subsequently repealed and replaced by Regulation (EU) 2019/127. Eurofound’s task is to
contribute to the planning and establishment of better living and working conditions in the EU
by increasing and disseminating knowledge which is relevant to this subject. Figure 3.23.1
presents key figures for Eurofound®.”

Figure 3.23.1 —Key figures for Eurofound

Budget (million euros)* Staff (as at 31 December)**

EID) - (30 ) m_ﬂi

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of Eurofound for the 2022 and 2023 financial years; staff figures provided by
Eurofound.

Our audit approach, the basis for our opinion, the responsibilities of Eurofound’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

83 More information on Eurofound’s role and activities is available on its website:

www.eurofound.europa.eu.


https://eur-lex.europa.eu/legal-content/GA/TXT/?uri=celex:31975R1365
https://eur-lex.europa.eu/legal-content/en/ALL/?uri=CELEX:32019R0127
http://www.eurofound.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Foundation for the Improvement of Living and
Working Conditions (Eurofound), which comprise the financial statements®* and the
reports on the implementation of Eurofound’s budget® for the financial year ended
31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, Eurofound’s accounts for the year ended 31 December 2023
present fairly, in all material respects, Eurofound’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

8 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

8 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying Eurofound’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying Eurofound’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

Eurofound made a payment of €38.6 thousand, linked to a contract for assessing
the quality of survey data, without collecting some key supporting documents relating to the
contractual deliverables . This is an internal control weakness which could expose Eurofound
to operational and reputational risks .

In 2023, Eurofound carried over 17 % of the year’s total appropriations to 2024.
We observed that there were significant carry-overs under Title Il (59 %). The carry-over rate
was also significant for Title Il (22 %). The carry-over rate for Title | was not high, but 17 % of
the appropriations carried over were cancelled. Recurrent high carry-over rates undermine the
budgetary principle of annuality and are indicative of structural issues in the budget process
and implementation cycle.
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An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other observation

[\ : ECA i
Sl observation GG TR relevant developments (summary)

(Open / Closed)

In one procurement procedure for networking services,
Eurofound used the professional and language skills of
tenderers’ staff as an award criterion. These skills are part of
the selection criteria (i.e. tenderers’ technical capacity). The
lack of a clear distinction between selection criteria, which
relate to the evaluation of tenderers, and award criteria,
which concern the evaluation of the tenders themselves,
contravenes Article 167 of the Financial Regulation.

Eurofound has redrafted its templates
in order to raise its staff's awareness
of the importance of ensuring a Closed
proper distinction between selection
and award criteria.

1 2022

We found weaknesses in connection with Eurofound’s
traineeship scheme. First, the rules governing the scheme
were published on Eurofound’s website, but they had not
been formally adopted. Second, contrary to the rules, in
2022 Eurofound had failed to update trainees’ remuneration
2 2022 in line with changes to the Commission’s standard rates of
pay and the correction coefficient for Ireland. As a result, in
2022 Eurofound paid 16 trainees a total of €3.3 thousand
less than it should have. This constitutes an internal control
weakness and exposes Eurofound to reputational, financial
and legal risks.

On 7 March 2023, Eurofound adopted
a decision on the engagement of
trainees and on the conditions for the
update of their remuneration.

Closed
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Eurofound's reply

3.23.8. Eurofound takes note of ECA’s observation.

3.23.9. Eurofound notes the distinction between planned and unplanned carry-overs. Only the
latter may indicate shortcomings in the planning and implementation process. In 2023,
Eurofound had 4% of unplanned carry-overs in Title Il and 25% in Title Ill. Planned carry-overs,
however, are a result of Eurofound’s multi-annual project work while operating with non-
differentiated appropriations.
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3.24. European Union Agency for
Criminal Justice Cooperation (Eurojust)

The European Union Agency for Criminal Justice Cooperation (Eurojust), located
in The Hague, was established by Regulation (EU) 2018/1727. It superseded a body, also called
Eurojust, which was established in 2002. Eurojust’s mission is to support the fight against
serious organised crime by improving the coordination of cross-border investigations and
prosecutions. Eurojust also has the power to collect, preserve and share evidence on war
crimes. Figure 3.24.1 presents key figures for Eurojust®.

Figure 3.24.1 - Key figures for Eurojust

Budget (million euros)* Staff (as at 31 December)**

2023 g » T
31% %
ainia

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

The significant increase in Eurojust’s budget is due to the growing number of externally funded projects
under various contribution agreements.

Source: Annual accounts of Eurojust for the 2022 and 2023 financial years; staff figures provided by
Eurojust.

Our audit approach, the basis for our opinion, the responsibilities of Eurojust’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

8 More information on Eurojust’s role and activities is available on its website:
WWW.eurojust.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02018R1727-20220601
http://www.eurojust.europa.eu/
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European Union Agency for Criminal Justice Cooperation (Eurojust)

Opinion

We have audited:

(a) the accounts of the European Union Agency for Criminal Justice Cooperation
(Eurojust), which comprise the financial statements®” and the reports on the
implementation of Eurojust’s budget®® for the financial year ended 31 December
2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, Eurojust’s accounts for the year ended 31 December 2023
present fairly, in all material respects, Eurojust’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

We draw attention to Note 6.9 to the annual accounts for 2023, which
describes the continued implementation of a new budgetary, accounting and financial
system, SUMMA as a pilot for the development of the system for the European
Commission. Our opinion is not qualified in respect of this matter.

8 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

8 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.



214

European Union Agency for Criminal Justice Cooperation (Eurojust)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying Eurojust’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying Eurojust’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In our 2020 report on EU agencies (paragraph 3.27.9), we concluded that a
framework contract for vehicle leasing with a single economic operator was not appropriate
for the nature of the services required. The specific contract awarded as the outcome of the
procedure, as well as all related payments, was therefore irregular. In 2023 Eurojust paid
€59.3 thousand under this contract.

In 2023, we observed an increase in the number and value of non-standard
transactions classified as exceptions or non-compliance events. The number of non-
compliance events recorded by Eurojust grew from 43 to 71 between 2022 and 2023, and the
total amount concerned increased from €294 thousand to €566.4 thousand.

In 2023, Eurojust processed 2 577 payments, of which 1 287 (50 %), for an
amount of €9.6 million were made outside the legal deadline. However, no late payment
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interest was charged. For comparison, in 2022 Eurojust processed 2 308 payment requests, of
which 1 222 (53 %), for an amount of €7.4 million, were paid late, although no late payment
interest was charged.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

: : Status of ECA
Number Year of EFA ECA observation (summary) Corrective action taken and other relevant observation
observation developments (summary)
(Open / Closed)
Eurojust has not issued any further specific
In our 2020 report, we concluded that a contracts, but it is obliged to honour contracts
1 2020 procurement procedure for vehicle leasing was already signed. The amount paid under the Open
irregular. As a result, all payments made on the contract was €59.3 thousand in 2023 (see
basis of this framework contract were irregular. paragraph 3.24.9). The contract is due to expire
in 2024.
Eurojust did not update its risk management and
control strategy to cover risks associated with
the implementation of the SUMMA system.
Eurojust’s SUMMA user ma.nagement sy§tem is In 2023, Eurojust placed SUMMA in its risk Closed .
mana.ged by DG BUI?G, whlc.h is responsible for management register and maintained a as regards risk
) 2022 granting and rerriwwrfg the nghts of SU_MMA continuous monitoring of incidents. management
users on the basis of information provided by 0
Eurojust. This process is not yet formally DG BUDG was still in charge of granting and pen
. e . . . as regards user
structured, and Eurojust does not specifically removing access rights in 2023.
check attributed user rights. There is therefore a management
risk that the user roles in SUMMA may not be
correctly assigned and updated. SUMMA also still
lacks a suitable user profile for auditors.
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

aLlLls observation AR (B TGEL), developments (summary)

(Open / Closed)

In 2023, staffing gaps and technical constraints in
connection with SUMMA continued to impact

In 2022, Eurojust made 1 222 payments (53 % of | payment times.

the total of 2 308) outside the time limits given in
3 2022 Article 116 of the Financial Regulation. In 720
cases (32 % of the total), payment was more
than 30 days late.

In early 2024, Eurojust stated that it had
recruited additional staff to tackle delays in the
processing of payments.

Open

In 2023 50 % of Eurojust payments were made
late (see paragraph 3.24.11).
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Eurojust's reply

3.24.9. Eurojust acknowledges the Court’s Observation. As a result of the Court’s observation
in the 2020 report, Eurojust has not issued any further specific contracts under the related
framework contract. However, the specific contract signed in 2020, prior to the Court’s
observation, has a duration of four years, and covers the leasing of Eurojust’s current fleet of
vehicles. Expenditure under this contract has therefore necessarily continued.

3.24.10. Eurojust acknowledges the Court’s Observation. The largest part of the total non-
compliance events (NCEs) amount in 2023 was due to a single event for a Joint Investigation
Team (JIT) grant, for which the financial commitment was approved with one day delay after
the grant signature. The high number and amount of NCEs in 2023 is mostly due to insufficient
human resources and internal processes inefficiencies. In 2024, Eurojust has addressed these
gaps by revising the current procedure for registering and reporting non-compliance events.

3.24.11. Eurojust acknowledges the Court’s Observation. Notwithstanding that Eurojust did
not pay any late interest to suppliers in 2023, the high rate of late payments is mostly due to
technical issues derived from the SUMMA implementation and to the insufficient human
resources, particularly in the area of events and logistics, which involve the most significant
volume of payments.
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3.25. European Union Agency for
Fundamental Rights (FRA)

The European Union Agency for Fundamental Rights (FRA), located in Vienna,
was established by Council Regulation (EC) No 168/2007. FRA provides assistance and
expertise in implementing EU law on fundamental rights to EU and member state authorities.
Figure 3.25.1 presents key figures for FRA®®.”

Figure 3.25.1 — Key figures for FRA.

Budget (million euros)* Staff (as at 31 December)**

2023 /e Q ? m_m -

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of FRA for the 2022 and 2023 financial years; staff figures provided by FRA.

Our audit approach, the basis for our opinion, the responsibilities of FRA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

89 More information on FRA’s role and activities is available on its website:

www.fra.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02007R0168-20220427
http://www.fra.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Union Agency for Fundamental Rights (FRA), which
comprise the financial statements®’ and the reports on the implementation of FRA’s
budget” for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, FRA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, FRA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

% The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

Y The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying FRA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying FRA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In 2023 FRA carried over 23 % of the year’s total appropriations to 2024. Like last
year, we observed that there were significant carry-overs under Title Il (76 %). Recurrent high
rates of carry-overs undermine the budgetary principle of annuality and are indicative of
structural issues in the budget process and implementation cycle.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA

Year of ECA Corrective action taken and other relevant observation

developments (summary)

Number . ECA observation (summary)
observation

(Open / Closed)

We found that FRA had carried over €6.4 million
(26 %) of available 2022 commitment
appropriations to 2023. This included €5.9 million
(74 %) of appropriations under Title Ill, which

1 2022 relates to operational expenditure (74 % in

2021). Recurrent high carry-over rates contradict
the budgetary principle of annuality and are
indicative of structural issues in the budget
process and implementation cycle.

The carry-over rate for Title 11l was high again in

2023 (see paragraph 3.25.8) Open
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FRA's reply

3.25.8. The specific frame in which the Agency works, makes it difficult to commit
Operational expenditure (T3) much earlier in the year. Continuous efforts have been
deployed, such a closer monitoring and an early estimation of the carry overs for next year
(C8). Other initiatives are currently being assessed. Nevertheless, the Agency has a very
good budget implementation: outturn higher than 99% for more than ten years (i.e., less
than 1% of cancelled appropriations).
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European Environment Agency (EEA)

3.26. European Environment Agency
(EEA)

The European Environment Agency (EEA), located in Copenhagen, was
established by Council Regulation (EEC) No 1210/90, subsequently repealed and replaced by
Regulation (EC) No 401/2009. In collaboration with a partner network, the EEA is responsible
for providing the Commission, the Parliament, the member states and, more generally, the
public with reliable information on the state of Europe’s environment, climate change and
sustainability issues. Figure 3.26.1 presents key figures for the EEA®*.

Figure 3.26.1 — Key figures for the EEA

Budget (million euros)* Staff (as at 31 December)**
ED) ® . BT
© aaid

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,

but excludes interim workers and consultants.

Source: Annual accounts of the EEA for the 2022 and 2023 financial years; staff figures provided by the
EEA.

Our audit approach, the basis for our opinion, the responsibilities of the EEA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

92 More information on the EEA’s role and activities is available on its website:
WWW.eea.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A01990R1210-20031001
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02009R0401-20210729
http://www.eea.europa.eu/
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European Environment Agency (EEA)

Opinion

We have audited:

(a) the accounts of the European Environment Agency (EEA), which comprise the
financial statements®® and the reports on the implementation of the EEA’s budge
for the financial year ended 31 December 2023, and

t94

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the EEA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the EEA’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

% The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

% The reports on the implementation of the budget comprise the reports which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the EEA’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the EEA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

The EEA outsourced ex ante financial checks on grant payments to European
Topic Centres — seven thematic expertise centres contracted by the EEA to carry out tasks
agreed with its partner network — to an external contractor. We found a number of
shortcomings in the resulting control arrangements:

The EEA did not update its procedures for ex ante checks or its ex post strategy to reflect
the fact that ex ante checks had been outsourced. This creates the risk that the quality of
the checks performed by the contractor is not ensured or that the results of these checks
are not properly followed up.

. In one case, the EEA did not sufficiently follow up on the external contractor’s
conclusions that salary costs for one of the partners in a European Topic Centre were
likely to be overstated. Subsequently, the EEA requested for verification the salary slips
for five staff concerned, but only obtained them for two and still paid the amount
claimed for all five..

In addition, the EEA did not require the contractor to check whether the same salaries —
which are the biggest cost category — had been declared more than once (which is a risk,
because the same partner, with the same staff, can be a beneficiary of more than one
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grant agreement), or whether the European Topic Centre’s cost declarations were
consistent with previous years’ payments.

The EEA approved the use of lump-sum grant payments to a European Topic
Centre to reimburse a partner’s salary costs. The decision was supported by an EEA expert’s
opinion. However, contrary to Article 181(4) of the Financial Regulation, the EEA was not able
to show how the lump sum amount was calculated, which creates a risk that it was not
commensurate with the services provided.

The EEA increased the value of a framework contract from €6.4 million to
€7.4 million. However, when making this amendment, it did not send the modification notice
for publication, contravening Article 163 of the Financial Regulation.

On 22 December 2023, the EEA published an amending budget in the Official
Journal of the European Union. The amending budget shows total revenue of €76.1 million and
total expenditure of €80.1 million, which is contrary to the budgetary principles of accuracy
and equilibrium referred to in Articles 8 and 16 of the EEA’s financial regulation.

In 2023 the EEA made 35 budget transfers, without sufficiently documenting
why they were needed. This insufficient audit trail goes against Article 30(3)(d) of the EEA’s
financial regulation.

In 2023 the EEA processed 1 534 payment requests, of which 282 (18 %), for
an amount of €9.4 million, were paid outside the legal deadline. However, no late payment
interest was charged. For comparison, in 2022 the EEA processed 1 473 payment requests, of
which 190 (13 %), for an amount of €4 million, were paid late, although no late payment
interest was charged.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Year of ECA
observation

Number

1 2022

ECA observation (summary)

In our 2021 report, we concluded that the use of
a negotiated procedure without prior publication
to amend a framework contract by doubling the
initial budget to €1 million was irregular. As a
result, all subsequent payments made in
connection with this procedure were irregular.
The contract expired in December 2022.

Corrective action taken and other relevant
developments (summary)

The EEA has awarded a new framework contract
for building repair, maintenance and
refurbishment services.
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Status of ECA
observation

(Open / Closed)

Closed
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EEA's reply

3.26.8a. The Agency will update its procedures for ex-ante checks and its ex-post strategy to
reflect the fact that ex-ante checks had been outsourced. The Agency holds regular meetings
with the contractor to monitor progress and address any issues raised by the contractor, and
the Agency has performed further verification analysis where necessary.

3.26.8b. For this case, the Agency instructed the ETC lead to address the errors identified by
the external contractor and resubmit its cost claim for all staff, providing supporting
documentation. The ETC resubmitted the cost claim and provided supporting documentation
for two of the five employees for which salary costs were claimed, which was checked against
the cost claim. At the end of December, the supporting documentation for the remaining
employees had not been received, but the Agency settled the cost statement to avoid the loss
of the C8 budgetary appropriations, which couldn’t be carried forward to 2024. The Agency
repeated the instruction to the ETC lead to provide the supporting documentation for the
remaining three employees and received a summary financial statement confirming the salary
costs paid for the employees, which matched the cost claimed.

3.26.8c. The Agency takes note of the Court’s observation; the update in the procedures for
ex-ante checks will ensure this risk is addressed.

3.26.9. The Agency considers the written decision on the lump-sum payment to be fully
compliant with the relevant clauses of the Financial Regulation. The Agency will take steps to
ensure that in future the lumpsum amounts are properly determined and documented for all
the cases, where costs are declared by one-person company/self-employed partner in the
ETCs. This concerns in total 3 partners out of 81, representing 1.8% of the total costs declared
for the ETCs.

3.26.10. The EEA acknowledges the Court’s observation and confirms to have reviewed its
control mechanisms to prevent similar occurrence in the future, by reviewing its internal
checklist for modification of contract pursuant to Article 172(3) FR.

3.26.11. The Agency acknowledges the Court’s observation. The discrepancy in the publishing
of the amending budget was a clerical error and the correct budget has been republished.

3.26.12. The Agency takes note of the Court’s observation. Justifications for budget transfers
are given, either tabled at resource hearings, or by the requestor for smaller transfers.
Furthermore, all committed and paid expenditure is clearly documented. Going forward, the
Agency will save the justifications with the budget transfers to facilitate the audit trail.

3.26.13. The Agency acknowledges the Court’s observation. A contributing factor to the level
of delayed payments has been the increasingly heavy workload borne by finance officers.
Under the current MFF, the Commission has substantially increased the Agency’s tasks and
operational posts without any increase in support posts, which is placing an untenable burden
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on support functions. The Agency has repeatedly requested additional support posts in its
budget submissions without success. The Agency is investigating mitigating measures and
controls to improve payment timeliness.
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3.27. European Fisheries Control
Agency (EFCA)

The European Fisheries Control Agency (EFCA), located in Vigo, was established
by Regulation (EC) No 768/2005, subsequently repealed and replaced by
Regulation (EU) 2019/473. EFCA’s main task is to coordinate the member states’ fisheries
control, inspection and surveillance activities to ensure that the rules of the common fisheries
policy are applied effectively and uniformly. Figure 3.27.1 presents key figures for EFCA™.

Figure 3.27.1 — Key figures for EFCA

Budget (million euros)* Staff (as at 31 December)**
2023 78 © . (| EE—
* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EFCA for the 2022 and 2023 financial years; staff figures provided by EFCA.

Our audit approach, the basis for our opinion, the responsibilities of EFCA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

% More information on EFCA’s role and activities is available on its website:
www.efca.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02005R0768-20161006
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R0473&qid=1652738943954
http://www.efca.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Fisheries Control Agency (EFCA), which comprise the
financial statements®® and the reports on the implementation of EFCA’s budget®’ for
the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EFCA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EFCA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

% The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

°7 The reports on the implementation of the budget comprise the reports which aggregate all
budgetary operations and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EFCA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EFCA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We found that EFCA used an interinstitutional framework contract for the
provision of travel arrangement services to acquire event organisation services which is
beyond the scope of that contract, as applicable to EFCA. Such services were part of the
framework contract as applicable exclusively to the leading contracting authority. Prior to
ordering the services, EFCA sought and obtained the approval of the leading contracting
authority to access this part of the framework contract but did not proceed to amend the
framework contract accordingly. The associated 2023 payments of €257.3 thousand are
therefore irregular.

In 2023, EFCA carried over 25 % of the year’s total appropriations to 2024. Like
last year, we observed that there were significant carry-overs under Title 1l (45 %), and under
Title 11 (39 %). Recurrent high carry-over rates undermine the budgetary principle of annuality
and are indicative of structural issues in the budget process and implementation cycle.
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An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other observation

Number ECA observation (summary)

observation relevant developments (summary)

(Open / Closed)

EFCA signed a framework contract for the value of
€90 million for chartering three vessels, with an initial
duration of 24 months, to be tacitly renewed four times,

each time for additional 12 months, up to 6 years. The framework contract remains in place
Annex 1 point 1.1. of the Financial Regulation allows and no payments beyond the 4 year limit

1 2022 framework contracts with a duration of more than 4 have yet occurred (2023 was the Open
years, but only in exceptional, duly justified cases. We contract’s second year of

found that EFCA did not have a sufficient justification for | implementation).
a longer contract. Consequently, we concluded that, if
the contract is extended beyond the 4-year limit, we will
consider subsequent associated payments irregular.

In May 2022, EFCA launched a negotiated procedure
without the prior publication of a contract notice for the
lease of an offshore patrol vessel to be used in the
waters between the EU and the UK. In June 2022, it

2 2022 signed a contract for the lease of an offshore patrol
vessel, to bridge the gap between the expiry of a
previous contract and the entry into force of a new
contract (for three vessels) under an ongoing open
procedure which had lasted longer than initially

EFCA plans to address the weaknesses
and to apply better planning and
management in the next open call, based
on the lessons learned from the past.

Open
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Status of ECA
Year of ECA Corrective action taken and other observation

Number ECA observation (summary)

observation relevant developments (summary)

(Open / Closed)

expected. EFCA justified the negotiated procedure by
extreme urgency brought about by unforeseeable events
that were not attributable to the contracting authority,
which is an exception permitted under point 11.1 (c) of
Annex | to the Financial Regulation. We concluded that
while some of the factors which produced this urgency
may not have been foreseeable, certain others were. The
fact that they were not adequately taken into account
indicates a weakness in EFCA’s planning and its
management of the procurement for chartering the
three vessels.

We found that the procedures used for selecting and
contracting external experts systematically lacked an
adequate audit trail as required under Article 36 (3) of
the Financial Regulation. Specifically, we were unable to

EFCA designed and implemented a new
template, covering all the minimum
elements set out in the interpretative

3 2022 obtain sufficient evidence that experts were assigned to . . Closed
. . o . note issued by the Commission for the
tasks based on pre-defined selection criteria pertaining .
. . . o use and selection of remunerated
to their relative merits and that the principles of non-
s . . external experts.

discrimination and equal treatment set out in Article 237

of the Financial Regulation were adhered to.
4 2022 We found that EFCA had carried over €11.9 million (41 %) | The situation persisted in 2023 (see Open

of available 2022 commitments appropriations to 2023. | paragraph 3.27.9)
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Status of ECA
Year of ECA Corrective action taken and other observation

Number ECA observation (summary)

observation relevant developments (summary)

(Open / Closed)

This included €1.6 million (53 %) of appropriations under
Title I, and €10.1 million (63 %) of appropriations under
Title Ill. High rates of carry-overs contradict the
budgetary principle of annuality.
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EFCA's reply

3.27.8. EFCA takes note of the ECA’s observation.

EFCA encountered unexpected situations during two procurement procedures, leading to
delays in the originally forecasted deadlines for awarding contracts.

Given this situation, EFCA evaluated the possibility of utilizing an existing Framework Contract
(FWC) - specifically the EEA/ADS/22/014 for travel arrangement services, which had an
allocated ceiling of €1.2 million. EFCA notes that it did not exceed this ceiling.

As corrective action, EFCA will develop a contingency plan to mitigate the impact of
unexpected events that could lead to procedural delays.

3.27.9. The elevated carry forward amounts in 2023 resulted from unique conditions, notably
the substantial budget augmentation in 2022 and procurement delay. Consequently, the
likelihood of these carry forwards becoming a recurring issue is minimal. Our projections for
2024-2027 anticipate a consistent decline in the carry-over amounts of appropriations.
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Agencies funded under MFF heading 4
— Migration and Border Management
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3.28. European Union Agency for
Asylum (EUAA)

The European Union Asylum Support Office (EUAA), located in Valletta, was
established by Regulation (EU) 2021/2303. The EUAA succeeded and replaced the European
Asylum Support Office (EASO), established in 2010. It implements operational plans signed
with 13 member states. The EUAA aims to harmonise asylum practices across the EU, in line
with EU obligations. The EUAA’s main task is to support member states in applying the package
of EU laws that governs asylum, international protection and reception conditions, known as
the Common European Asylum System. Figure 3.28.1 presents key figures for the EUAA.

Figure 3.28.1 — Key figures for the EUAA

Budget (million euros)* Staff (as at 31 December)**

225 ;

<
10@
&R -
Budget figures are based on the total payment appropriations available during the financial year.

*

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of the EUAA for the 2022 and 2023 financial years; staff figures provided by the
EUAA.

Our audit approach, the basis for our opinion, the responsibilities of the EUAA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

% More information on the EUAA’s role and activities is available on its website:
WWWw.euaa.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R2303
http://www.euaa.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Union Agency for Asylum (EUAA), which comprise the
financial statements®® and the reports on the implementation of the EUAA’s
budget'® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the EUAA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the EUAA’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

% The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

199 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the EUAA’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the EUAA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In our 2017 report (paragraphs 3.20.23-3.20.34) and 2020 report
(paragraph 3.20.12), we concluded that the EUAA’s contracts for the rental of premises in
Lesbos and Rome were irregular due to insufficient competition and the non-respect of the
principle of economy. As a result, all subsequent payments under these contracts — for a total
of €123.8 thousand in 2023 — were irregular.

The EUAA launched a procedure for the provision of interpretation and cultural
mediation services. The total estimated value of the contract was €100 million, divided into six
lots. After the award decision was communicated for one of the lots, one tenderer objected
because the evaluation committee had wrongly used clarifications provided by that tenderer
for a different lot than the one evaluated. Such shortcomings in the evaluation of tenders
indicate weaknesses in the management and control systems in the area of procurement. In
view of this error, in line with point 35 of Annex | of the Financial Regulation, the EUAA
authorising officer requested the evaluation to be reperformed.


https://www.eca.europa.eu/lists/ecadocuments/agencies_2017/agencies_2017_en.pdf
https://www.eca.europa.eu/lists/ecadocuments/agencies_2020/agencies_2020_en.pdf
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An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Status of ECA
Number Year of EFA The ECA’s observation (summary) Corrective action taken and other relevant observation
observation developments (summary)
(Open / Closed)
In its 2017 audit report financial year, the ECA The lease agreement for the premises in Lesbos
concluded that the procurement procedures for was terminated with effect from 30 April 2023.
1 2017 EASO’s rented premises in Lesbos were irregular. | During 2023 the EUAA made payments of Open
As a result, all subsequent payments on this €42.7 thousand related to this contract (see
contract are irregular. paragraph 3.28.8).
The EUAA has issued a risk based ex post control
strategy and has implemented financial ex post
. o . controls for financial years 2020, 2021, 2022 and
2 2018 EASO should establish effective financial ex post 2023. The results of the last financial ex post Closed
controls. )
controls were reported to the consolidated
annual activity report 2023 and communicated to
the Management Board.
The lease contract was terminated with effect
The procurement procedure used for the rented | from 31 July 2023. The new lease agreement for
3 2020 premises in Rome was irregular. As a result, all premises in Rome entered into force on 1 August Open
subsequent payments under these contracts are | 2023. During 2023 the EUAA made payments of
irregular. €81.1 thousand related to the previous contract
(see paragraph 3.28.8).
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number The ECA’s observation (summary)

observation developments (summary)

(Open / Closed)

We audited a purchase of laptops under a
contract for the provision of IT equipment. We
noted that that the agency had purchased the
laptops from the provider’s online catalogue
instead of from the pre-approved pricelist

4 2022 included with the financial and technical offers.
This led to a purchase being made which was
€49.2 thousand (44 %) more expensive than it
would have been if it had been based on the pre-
approved pricelist. We therefore consider the
amount of €49.2 thousand irregular.

In response to our finding, the EUAA immediately
applied corrective measures and clarified
internally how this framework contract should be
used in a compliant manner.

Closed

The EUAA’s internal rules specify that sub-
delegations of financial authority will be renewed
as soon as a new authorising officer by
delegation has been nominated. We found three | The EUAA took note of this observation and
cases of sub-delegations that required rectified the situation.

reconfirmation in April 2021, but which had not
been reconfirmed until February 2022, when the
situation was rectified.

5 2022 Closed




Year of ECA
observation

Number

6 2022

European Union Agency for Asylum (EUAA)

The ECA’s observation (summary)

Schengen associated countries co-finance some
of the EUAA’s activities. Their share of the
EUAA's budget for these activities is based on the
proportion of the size of their economies to the
EU economy. However, the agreements with
these countries which serve as a legal basis for
calculating their contributions, are unclear and
allow divergent interpretations.

We consider the EUAA’s interpretation to be
flawed, because it has led to Schengen
associated countries contributing around

€0.7 million (7 %) less to the EUAA’s budget than
the size of their economies, in relation to the EU
economy, would dictate. This disproportionality
is caused by the fact that the EUAA calculates the
contribution of each Schengen associated
country by dividing the size of the country’s
economy by the combined size of the EU
economy and the economies of all the Schengen
associated countries, and then by multiplying the
resulting “contribution ratio” by the EU budget
subsidy for the EUAA’s activities concerned

Corrective action taken and other relevant
developments (summary)

The EUAA continues to use the same approach to
calculating the contributions of the Schengen
associated countries.

The negotiations with Schengen associated
countries are conducted by the Commission.

247

Status of ECA
observation

(Open / Closed)

Open
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number The ECA’s observation (summary)

observation developments (summary)

(Open / Closed)

(omitting the budget share of the Schengen
associated countries).
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The EUAA's reply

3.28.9. The Agency takes note of the observation. Through the reassessment performed by the
evaluation committee, the contracting authority adequately ensured the legality and regularity
of the procurement procedure.
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3.29. European Union Agency for the
Operational Management of
LargeScale IT Systems in the Area of
Freedom, Security and Justice (eu-LISA)

The European Union Agency for the Operational Management of Large-Scale IT
Systems in the Area of Freedom, Security and Justice (eu-LISA), located in Tallinn, Strasbourg
and St Johann im Pongau, was established by Regulation (EU) 2018/1726. eu-LISA succeeded
and replaced the European Agency for the operational management of large-scale IT systems
in the area of freedom, security and justice, established in 2011. Its mandate covers the
development and operational management of the entry/exit system for non-EU nationals and
the European travel information and authorisation system. eu-LISA’s core mission is to fulfil
the operational management tasks for the second-generation Schengen information system,
the visa information system and the European system for the comparison of fingerprints.
Figure 3.29.1 presents key figures for eu-LISA'%*.

Figure 3.29.1 - Key figures for eu-LISA

Budget (million euros)* Staff (as at 31 December)**

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of eu-LISA for the 2022 and 2023 financial years; staff figures provided by
eu-LISA.

101 More information on eu-LISA’s role and activities is available on its website:
https://www.eulisa.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02018R1726-20220621
https://www.eulisa.europa.eu/
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Our audit approach, the basis for our opinion, the responsibilities of eu-LISA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

Opinion

We have audited:

(a) the accounts of the European Union Agency for the Operational Management of
Large-Scale IT Systems in the Area of Freedom, Security and Justice (eu-LISA), which
comprise the financial statements*° and the reports on the implementation of
eu-LISA’s budget'® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, eu-LISA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, eu-LISA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by

192 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

193 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

Emphasis of matter

We draw attention to Note 2.2.5.3 to the annual accounts for 2023,
regarding the financial situation of a key contractor with two active framework contracts.

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the accounts of eu-LISA for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Qualified opinion on the legality and regularity of the payments underlying the accounts

In our opinion, except for the effects of the matters described in the “Basis
for qualified opinion on the legality and regularity of payments underlying the accounts”
paragraphs, the payments underlying the accounts of eu-LISA for the year ended
31 December 2023 are legal and regular in all material respects.

Basis for qualified opinion on the legality and regularity of payments underlying the
accounts

We audited 25 eu-LISA payments. Of these, one, related to a framework
contract, was irregular. We also identified other payments in 2023 linked to contracts
which we found irregular in our 2022 report. The total amount of irregular expenditure is
€12.6 million. This represents 3.2 % of the total payment appropriations available in 2023,
which exceeds the materiality threshold set for this audit. Because of similar observations,
we qualified our opinion on the legality and regularity of eu-LISA’s payments since 2020.
We note that the bulk of the irregular payment amount reported for 2023 (€9.9 million of
€12.6 million) relates to observations raised already in 2022. In terms of the amounts
concerned, most of the contracts affected by error have either expired or been
terminated by eu-LISA in 2023.
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We have audited an open procedure for a multiple framework contract with
reopening of competition for the provision of administrative support for the eu-LISA
operational site in Strasbourg. During the evaluation, eu-LISA contacted two of the three
tenderers by email to obtain additional clarifications regarding the submitted tender
documentation, including the financial offer. Both tenderers agreed with the changes in
their financial offers proposed by eu-LISA as otherwise their bids would be deemed
unacceptable, and the procedure would have had to be cancelled if only one bidder had
remained. The implementation of the contracts in question in 2023 showed that the
actual costs paid for the modified pricing elements was rather small (€4 thousand).
Nevertheless, the fact that eu-LISA made significant changes in some pricing elements of
the financial offers of two tenderers, going beyond the corrections allowed under
Article 151 of the Financial Regulation, decisively affected the outcome of the tender and
the two tenderers were awarded contracts in the framework contract cascade’s second
and third positions. Therefore, the contracts signed with these two tenderers are irregular
and so are the related payments, which in 2023 amounted to €2.7 million for the two
contractors concerned.

In our 2022 report (paragraph 3.29.17), we concluded that the use of a
negotiated procedure without previous publication of a contract notice and with a single
contractor was not properly justified.. The resulting framework contract and its specific
contracts were irregular, as well as all associated payments. In 2023, eu-LISA paid an
amount of €7.7 million in relation to this framework contract.

In our 2022 report (paragraph 3.29.10), we considered that an
amendment to a specific contract increasing its value by €3.6 million was not allowed,
because the contract was for a fixed price. Consequently, the 2023 payments, to the value
of €1.8 million, related to this contract are irregular.

In our 2022 report (paragraph 3.29.14), we raised an observation on the
procurement for the maintenance of common shared infrastructure. We concluded that
the specific contract fundamentally deviated from the framework contract, and that no
amendments had been made to the associated framework contract. As a result, the
specific contract was non-compliant with the framework contract, as were the associated
payments. In 2023 eu-LISA paid €0.4 million in connection with this irregular amendment.

The observations which follow do not call the ECA’s opinion into question.

In 2023, eu-LISA spent €11.0 million under two framework contracts with
consortia of IT resellers, one for hardware and related services (€1.9 million), and another for
software and related services (€9.1 million). According to the terms of both contracts, the price
to be paid by eu-LISA is the vendor’s price minus a pre-defined minimum discount plus a mark-


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
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up for the reseller. To ensure that the minimum discount is correctly applied, and any greater
discounts obtained by resellers from the vendors are correctly reflected in the price charged to
eu-LISA, the reseller should provide eu-LISA with the price lists of vendors as well as the
invoices showing the actual price paid to the vendor. We found that eu-LISA obtained the price
lists of the vendors from the reseller (usually prices prior to any discount) but not the invoices
with the actual price paid for these purchases and therefore, was not able to perform a
necessary check to ensure that it did not overpay for the goods and services received.

In 2023, eu-LISA amended a framework contract for the provision of services
in relation to platform and infrastructure monitoring and maintenance (TOF) to include
reinstatement fee costs in its scope. Reinstatement fees are a penalty applied by vendors
when the maintenance for a product is not renewed on time but is then resumed later.
These costs stem from another framework contract that eu-LISA entered in 2019 for the
implementation of the entry exit system (EES) with another consortium. Due to delays in the
implementation of the EES, a dispute arose with the contractor, who refused to cover the
extra cost of maintenance for certain IT products for the extended duration of the project.
Consequently, maintenance elapsed, which led to the necessity to pay a reinstatement fee.

Because of this situation, several IT products lacked proper contractual maintenance coverage
between November 2022 and April 2023, with the associated risk for eu-LISA’s operations. We
note that, by deciding to include the reinstatement fee in another contract (TOF), eu-LISA
addressed the risk of disruption of its operations due to persisting lack of maintenance.
However, this decision also meant that eu-LISA accepted to pay significant costs (€5.3 million
in 2023) which, according to its interpretation of the EES contract, should have been covered
by another party (the EES contractor). We also note that, by the time of our audit, eu-LISA had
not initiated litigation against the EES contractor over this matter.

In 2023 eu-LISA carried over 19 % of the year’s non-differentiated
appropriations to 2024. Like last year, we observed that there were significant carry-overs
under Title 1l (44 %). Recurrent high rates of carry-overs underminethe budgetary principle of
annuality and are indicative of structural issues in the budget process and implementation
cycle.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA : Corrective action taken and other relevant -
Number . ECA observation (summary) observation
observation developments (summary)
(Open / Closed)
eu-LISA currently manages three separate, non- The new transversal approach is implemented
intecrated laree-scale IT svstems. all dealing with through framework contracts concluded between
g. g' . Y ’ 8 . 2020 and 2022. These contracts are intended as
data in the EU’s policy area of freedom, security . . .
1 2017 Lo the main driver for achieving economy of scale. Open
and justice. Such an approach may prevent eu- . . .
. . Their impact will be subject to assessment as they
LISA from achieving economies of scale and . L .
svnergies between the different svstems are implemented. Their implementation dates
ynerg y ) range from 2024 to 2026.
Budget |mplementa.t|on was less t.ha.n planned. eu-LISA attained high levels of budgetary
eu-LISA, together with the Commission, should . . L
2 2018 . . . . implementation for the appropriations voted for Closed
improve alignment of budgetary planning with . .
. the 2022 and 2023 financial years.
the timing of the related legal acts.
eu-LISA amended the value of three contracts.
The amendments increased th‘i maximum The contract from 2016 was not in force anymore Closed for the
amount of the contracts by 50 %. by the end of 2023. contract of 2016
3 2021 Because the contracts amended were close to
‘ ; i The two contracts from 2017 were still in force at | Open for the two
expiry and that the amount committed was still the end of 2023. contracts of 2017
considerably lower than the maximum amount of
the contract, eu-LISA could have used the new
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Year of ECA

Number :
observation

ECA observation (summary)

transversal contracts as soon as possible instead
of amending the legacy contracts by the
maximum amount allowed by the Financial
Regulation.

Status of ECA
Corrective action taken and other relevant observation

developments (summary)

(Open / Closed)

For two audited payments with a total value of
€2.6 million, we found that products that were
included in the specific contract were not
included in the framework contract.

In 2023 there were no payments under this

4 2021 contract and the contract was no longer in force Closed
eu-LISA should improve its contract management | PY the end of 2023.
to assure that specific contracts are always
aligned with the framework contracts.
eu-LISA used a specific contract for fixed price
elements to purchase hardware either not
covered by the associated framework contract or
i 23 % higher than th rr nding item .
prlced 3 % higher than the cq espo . ding items In 2023 there were no payments under this
in the framework contract. This constitutes a s
5 2022 . . contract but the contract was still in force at the Open
substantial deviation from the framework end of 2023

contract. Consequently, the associated 2022
payments, corresponding to the increase in price
of the fixed price element, which amounted to
€2.9 million, are irregular.
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

For another specific contract for custom
development and testing related to the EES, eu-
LISA concluded an amendment to raise the
contract value by €3.6 million. However, in line
with the associated framework contract, the
specific contract in question was for a fixed price,
therefore such a change was not allowed.
Consequently, the 2022 payment, to the value of
€0.9 million, related to these additional services is
irregular.

In 2023, eu-LISA paid €1.8 million under this
contract (see paragraph 3.29.11), the contract Open
was no longer in force at the end of 2023.

6 2022

eu-LISA acquired software licences and paid
upfront maintenance for 36 months. eu-LISA did
not provide the contractor with prior approval for | In 2023 there were no payments under this
7 2022 invoicing for more than one calendar year, sowe | contract and the contract was no longer in force Closed
consider the payment in advance of 24 months of | by the end of 2023.
maintenance, with a total value of €0.2 million, to
be irregular.

In 2016, eu-LISA signed a specific contract for the
provision of programme management services for | In 2023 there were no payments under this
8 2022 a period of one year. eu-LISA extended the contract and the contract was no longer in force Closed
duration of the contract by 67 months, while the | by the end of 2023.
terms of the framework contract only allowed a
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Status of ECA

Year of ECA observation

observation

Corrective action taken and other relevant

ECA observation (summary) P

Number

(Open / Closed)

total duration of services of 48 months. We
consider that the specific contract substantially
deviates from the framework contract and is thus
irregular. The 2022 payments of €2.8 million
which relate to the extension beyond the initial
48 months are therefore irregular.

For a procurement related to large-scale IT
systems, we concluded that a specific contract of

hi
€40 million did not properly implement the In 2023 there were no payments under this

h I inf
9 2022 related framework because it did not specify the contract and the contract was no longer in force Closed
. . . . by the end of 2023.
details of the services acquired (quantities, date
of deliveries).
For procurement for the maintenance of the
common shared infrastructure, we concluded Up to May 2023, eu-LISA paid €0.4 million under
10 2022 that the specific contract fundamentally deviated | this contract (see paragraph 3.29.12). the Open

from the framework contract, and that no
amendment were made to the framework
contract.

contract was no longer in force at the end of
2023.
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

On procurement for another specific contract
related to fixed price elements, the value of the
contract, €1.8 million, corresponded to the value
of the framework contract. Subsequently, eu-LISA | In 2023 there were no payments under this
11 2022 signed an amendment to the specific contract and | contract and the contract was no longer in force Closed
increased the amount to €2.2 million. We by the end of 2023.
concluded that the specific contract
fundamentally deviated from the framework
contract.

eu-LISA decided to award a contract in
connection with the visa information system
using a negotiated procedure without the prior
publication of a contract notice. It justified this
decision on the grounds of extreme urgency. eu-
LISA decided to use this type of procedure against

Both the framework contract and at the last
specific contract were terminated at the end

12 2022 . . . of 2023. However, in 2023, eu-LISA paid Open
the advice of its own procurement service and L
. . €7.7 million under these contracts (see
legal service. We concluded that the use of this
paragraph 3.29.10).

procedure was not justified, and that an ordinary
procedure could have been used. According to
information obtained from eu-LISA, no payments
were made under this contract in 2022.
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Number

13

Year of ECA
observation

2022

ECA observation (summary)

Under a contract with an IT reseller, eu-LISA
acquired hardware to the value of €27.7 million.
According to the terms of the contract, the
reseller should have provided eu-LISA with the
price list of the hardware vendors. The contract
stipulates that the price to be paid by eu-LISA is
the vendor’s price minus a pre-defined discount
plus a mark-up for the reseller. We found that eu-
LISA had not obtained the price lists of the
hardware vendors from the reseller and had not
performed ex ante checks.

Corrective action taken and other relevant
developments (summary)

In 2023, eu-LISA paid €30.1 million under this
contract and was not able to perform a necessary
check to ensure that it did not overpay for the
goods and services received, (see

paragraph 3.29.14).

Status of ECA
observation

(Open / Closed)

Open

14

2022

The procurement of a transversal operations
framework contract, with an estimated total
value of €490 million, was divided into two lots.
eu-LISA appointed two evaluation committees,
each with 33 members. We consider that such a
high number of members dilutes their individual
responsibility. In addition, we noted that for six
meetings of the evaluation committee no records
of meetings had been kept, and only the final
report had been signed.

eu-LISA is in the process of adopting its revised
procurement guidelines to address the issue.

Open
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

We found that the eu-LISA had carried over
€14.4 million (23 %) of available 2022
commitment appropriations to 2023. This
included €13.7 million of appropriations under The situation persisted in 2023, albeit with a
Title Il. Recurrent high rates of carry-overs slight improvement.

contradict the budgetary principle of annuality
and are indicative of structural issues in the
budget process and implementation cycle.

15 2022 Open
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eu-LISA’s reply

3.29.8. The Agency takes note of the ECA’s observation and would like to specify that from the
total amount of expenditure considered irregular, the majority is related to contracts which
the Court had included in last year's report.

The new management of the Agency took immediate corrective action in 2023 and terminated
the framework contract which has produced 61 % of the payments considered irregular by the
ECA.

For the contracts which expired or were terminated by the Agency in 2023, no further
payments will be made in 2024.

3.29.9. The Agency acknowledges the finding, related to an award made in November 2019, as
a potential weakness of controls, but underscores that the decisions were based on the
principles of proportionality (as evidenced by the actual cost paid) and facilitating competition.
In addition, the framework contract already expired.

3.29.10. The Agency takes note of the ECA’s observation. Both the framework contract and all
specific contracts were terminated by the Agency in 2023.

3.29.11. The Agency takes note of the ECA’s observation.

3.29.12. The Agency takes note of the ECA’s observation. The specific contract expired in 2022
and the Agency stopped using it after being informed on the ECA’s observation.

3.29.14. The Agency takes note of the ECA’s observation and would like to note that by
systematically checking vendor price lists before signing orders, the Agency had assurance
that:

— the essential contractual and tender terms were respected,

— the significant economic benefits of the discount mechanism were achieved, in the
interest of sound financial management.

3.29.15. The Agency acknowledges the ECA’s observation. The Agency confirms that the issues
which arose in the implementation of the EES contract are systematically monitored in view of
a formal settlement.

3.29.16. The Agency takes note of the ECA’s observation. The Agency is developing a new
approach to the management of budgetary commitments for administrative expenditure
through annual instalments.
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3.30. European Border and Coast
Guard Agency (Frontex)

The European Border and Coast Guard Agency (Frontex), located in Warsaw, was
established by Regulation (EU) 2016/1624, subsequently repealed and replaced by
Regulation (EU) 2019/1896. Frontex succeeded and replace the European Agency for the
Management of Operational Cooperation at the External Borders of the Member States of the
European Union, established in 2004. Frontex and member states’ authorities in charge of
border management and return operations jointly constitute the European Border and Coast
Guard, which is responsible for integrated management of the EU’s external borders.
Figure 3.30.1 presents key figures for Frontex*%*.

Figure 3.30.1 — Key figures for Frontex

Budget (million euros)* Staff (as at 31 December)**

ED) — e . MM3

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of Frontex for the 2022 and 2023 financial years; staff figures provided by
Frontex.

Our audit approach, the basis for our opinion, the responsibilities of Frontex’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

104 More information on Frontex’s role and activities is available on its website:

www.frontex.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02016R1624-20191204
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.L_.2019.295.01.0001.01.ENG&toc=OJ%3AL%3A2019%3A295%3ATOC
http://www.frontex.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Border and Coast Guard Agency (Frontex), which
comprise the financial statements*’® and the reports on the implementation of
Frontex’s budget'® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, Frontex’s accounts for the year ended 31 December 2023
present fairly, in all material respects, Frontex’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

Emphasis of matter

We draw attention to Note 4.5 to Frontex’s financial statements, which
explains the reversal of changes made to the 2022 financial statements by Frontex’s
previous accounting officer. Adjustments to the 2023 accounts, concerning the 2022
closing balance of net assets, revenue through the EU subsidy and contributions from
Schengen associated countries, and the reversal of the previous years’ write-offs, reflect
the position of Frontex’s new accounting officer, aligned with the views of Frontex’s
management board, that there is no need to revise the current method for calculating the

195 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies, and other explanatory notes.

19 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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contributions of Schengen associated countries to Frontex’s budget. We refer to our
observation on this matter in our 2022 report (paragraph 3.30.18).

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying Frontex’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying Frontex’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In 2023 Frontex carried over 45 % of the year’s total appropriations to 2024. We
observed that there were significant carry-overs under Title 11l (59 %) and Title Il (41 %). The
carry-over rate for Title | was not high, but 31 % of the appropriations carried over under Title |
were cancelled. Recurrent high rates of carry-overs undermine the budgetary principle of
annuality and are indicative of structural issues in the budget process and implementation
cycle.

In 2023 Frontex processed 38 629 payment requests, of which 5 136 (13 %),
for an amount of €100.9 million, were paid outside the legal deadline. A total of €5.8 thousand
was charged in late payment interest. For comparison, in 2022 Frontex processed 29 511
payment requests, of which 7 835 (27 %), for an amount of €84.1 million, were paid late,
leading to a total of €35 thousand in late payment interest.


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
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An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA : Corrective action taken and other relevant i
Number . ECA observation (summary) observation
observation developments (summary)
(Open / Closed)
States participating in border operations declare | N response to Frontex’s request, most member
costs incurred using cost claim sheets. In our states (including the biggest contributors of
1 2015 special report 12/2016, we recommended that assets) have submitted proposals for unit costs. Closed
agencies use simplified cost options whenever The approved unit costs have been used in grant
appropriate to avoid such inefficiencies. agreements and payments since July 2023.
- llati
The level of carry-overs .and cance atlons. was The situation persisted in 2023 (see
2 2018 high. Frontex should strive for more precise cost Open
. paragraph 3.30.9).
estimates and budget forecasts
In response to Frontex’s request, most member
Ex ante verifications were ineffective. Frontex states (including the biggest contributors of
should work on the development of a simplified | assets) have submitted proposals for unit costs.
3 2018 . . Closed
and transparent financing scheme that also
covers equipment-related costs. The approved unit costs have been used in grant
agreements and payments since July 2023.
Frontex should adopt and implement a sensitive- isi
4 2018 . p p Ma.nagem.ent Efo.ard. Decision 1/2024 on the Closed
post policy. policy on identification and management of



https://www.eca.europa.eu/Lists/ECADocuments/SR16_12/SR_GRANTS_EN.pdf

Number

Year of ECA
observation
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ECA observation (summary)

Corrective action taken and other relevant
developments (summary)

Frontex sensitive functions was adopted on
12 January 2024.

268

Status of ECA
observation

(Open / Closed)

Frontex did not reach the required occupancy
laid down in the staff establishment plan. Frontex
should improve the guidance given to selection

There has been an improvement in post
occupancy rates over the last four years:

e 2020:61%
o 2021:77%

5 2018 . . . , Open
committee members and verify the candidates o 2022:82% P
financial entitlements for salary payments more o 2023:89%
closely. ) o
However, Frontex still has a significant number of
vacances
Frontex relies on estimates provided by
cooperating countries for the financial plannin N I .
. P & . P . g In the initial stage of monitoring and forecasting
of its return operations. In one case, a national . . . .
o . of costs in connection with assisted returns,
authority included two previously unannounced . ) .
return operations totalling €355 thousand in a Frontexintroduced a financial component for
6 2020 scheduled return flights from October 2022. This Closed

grant agreement at the financial closure of the
action. To cover the resulting sudden budgetary
deficit, Frontex made an ex post budgetary
commitment. This contravened Frontex’s
financial regulation

component was fully implemented in the first
quarter of 2023, once Frontex had given training
to member states’ financial users.
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Year of ECA
observation
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ECA observation (summary)

The European Ombudsman has opened two
inquiries: (a) In November 2020 it assessed the
effectiveness and transparency of Frontex's
complaints mechanism and the role and
independence of Frontex’s fundamental rights
officer, and issued nine suggestions on 15 June
2021. (b) In March 2021, it investigated how
Frontex was complying with its fundamental

Corrective action taken and other relevant
developments (summary)

Frontex has made significant progress in the
implementation of the recommendations from
the European Ombudsman and OLAF. According
to its data, the share of the recommendations or

269

Status of ECA
observation

(Open / Closed)

amending budgets but as acts of budget
implementation, which contradicts the decisions
by the Management Board.

methodology is in line with DG BUDG guidelines.

/ 2020 rights obligations and ensuring accountability in corrective actions implemented to date is 71 % Open
relation to its new enhanced responsibilities. for OLAF, 81 % for the Ombudsman and 100 %
There are also two ongoing investigations: for the European Parliament (Frontex Scrutiny
(a) from OLAF, concerning allegations of Working Group).
harassment, misconduct and migrant pushbacks
concerning Frontex; (b) from the European
Parliament, concerning allegations of violations
of fundamental rights in Frontex.
When calculating Frontex’s performance
indicators for the accounts, the accounting
officer treated reductions to the budget not as Frontex’s current budget implementation
8 2020 Closed
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Status of ECA
Number Year of EFA ECA observation (summary) Corrective action taken and other relevant observation
observation developments (summary)
(Open / Closed)
We found several issues in the evaluation of
technical-professional capacity and economic
and financial capacity in a procurement This observation is no longer applicable, as the
9 2021 procedure for a framework contract for the contract in question was terminated in Closed
provision of travel services. In February 2022, May 2022.
Frontex suspended the contract, and in May
2022 it was terminated.
In the audited recruitment procedures, we found
that the selection committees applied a different
method for the quantification of individual In 2022 and 2023 Frontex brought its internal
10 2021 assessments than the one foreseen in the scoring/evaluation procedure in line with the Closed
internal guidelines. Furthermore, there was a ECA’s recent observations on recruitment.
lack of clear standards on how to assess the
individual selection criteria.
An overall analysis of payments in 2021 showed The s.hare.of late payments in 2023 (13 %) .
. . remains high (see paragraph 3.30.10). although it
11 2021 delays in the payments process which are a . . Open
serious deficiency in Frontex's internal controls. has improved considerably compared to 2022
(27 %).
12 2022 Frontex overestimated the accrued charges A methodology for carrying over deployment Closed
incurred in 2022 for its mission costs by expenses has been approved and was
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Status of ECA
Year of ECA : Corrective action taken an her relevan i
Number . ECA observation (summary) (SKERSREIOtERFEICuant observation
observation developments (summary)
(Open / Closed)
€4.7 million out of a total of €213.5 million in implemented for the 2023 carry-overs
accrued charges. procedure.

Frontex does not have formalised guidance or

procedures to ensure the consistent calculation Frontex plans to formalise its standard

13 2022 of accrued charges (2022: €213.5 million). As a methodology in this area in the third quarter of Open
result, the estimated amount varies depending 2024 to ensure accruals are calculated in a
on which unit is responsible for calculating the consistent way.

accrual amount.

In October 2021, Frontex signed a service
contract for the psychological screening of new
European Border and Coast Guard officers. The
contract had an initial value of €79 thousand.
Frontex intended the contract to be a “bridging
solution” between the framework contract for
14 2022 psychological services that had ended in 2021 This observation is no longer applicable, as the Closed
and a new contract, for which it was preparing an | contract in question expired in July 2022.
open tender procedure. Due to delays in that
procedure, Frontex amended the contract four
times, increasing its value to €502.9 thousand
(more than six times the initial value). Frontex
registered these amendments in the registry of
exceptions and non-compliance events.




Number

Year of ECA
observation
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ECA observation (summary)

Article 172(3)(a)(iii) of the Financial Regulation
allows the value of contracts to be increased by
up to 50 % in such situations. The total payments
for this contract amounted to €502.5 thousand,
of which €384 thousand was irregular.

Corrective action taken and other relevant
developments (summary)

272

Status of ECA
observation

(Open / Closed)

In May 2019, Frontex signed a framework
contract with a total value of €30 million for
travel services, including accommodation. We
found that the invoices which the travel agency
issued for accommodation were not supported
by the hotels’ actual invoices. Instead, the

The contract signed in May 2019 expired. The
subsequent contract was terminated in May
2022 as a result of Frontex’s internal controls
identifying similar issues as in the previous
contract.

The tender procedure for the subsequent
contract had to be cancelled due to a lack of

manage its travel costs. We found that the

15 2022 underlying invoices were actually issued by Open
internal controls on the implementation of the the award stage. As an intermediate solution,
contract were insufficient in that they did not following the termination of the previous
produce evidence of the costs actually incurred. | contract, Frontex introduced a system of self-
This is a critical weakness which entails a booking by staff, based on an administrative
significant risk of overcharging. notice, and it intend to use the forthcoming
Commission’s general contract for travel services.
16 2022 Frontex uses the Commission’s system to In 2023 we have not identified any similar Closed

instances.
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Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

information in the system on costs paid does not
tally with the travel agency’s costs, which are
reported and processed separately from those
paid by staff on mission. This is an internal
control weakness which exposes Frontex to a risk
that payments to cover the travel agency’s costs
may not be correct.

In July 2022, Frontex introduced new ceilings for
authorising officers by delegation in relation to
payments, recovery orders and budgetary
transfers. The decision was effective immediately | Building on the lessons learned from

from the date of signature. However, there was a | implementation of the Executive Director’s

delay in implementing the ceilings in the IT Decision 2022/125, a disclaimer was included in a
system. As a result, between July 2022 and new decision (2022/166) to the effect that
17 2022 August 2022, when the system update was thresholds would be applicable 15 days following Closed
completed, eight authorising officers by the decision’s entry into force. Following the
delegation authorised 17 payments above the adoption of Decision 2022/166, we found no
new ceilings, for a total difference of further delays in implementing the ceilings in the
€10.9 million. This contravenes Article 41(1) of IT system.

the framework financial regulation for
decentralised regulatory agencies. This significant
internal control weakness was registered in
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Status of ECA

Corrective action taken and other relevant observation

developments (summary)

Year of ECA

observation ECA observation (summary)

Number

Frontex’s registry of exceptions and non-
compliance events.

(Open / Closed)

In one recruitment procedure, we found that the
selection committee had aggregated its
members’ individual assessments instead of
applying a consensual method as required by
Frontex’s internal rules. Furthermore, there were
no clear standards or instructions for selection
committee members on how to assess individual
selection criteria. Finally, although the chair of

These weaknesses undermine the principles of
transparency and equal treatment of candidates
in recruitment procedures, and may expose
Frontex to reputational and legal risks. We made
a similar observation in paragraph 3.30.14 of our
2021 report.

In 2022 and 2023 Frontex brought its internal
scoring/evaluation procedure into line with the

Closed
as regards scoring
and evaluation

18 2022 the selection committee declared a direct ECA’s recent observations on recruitment. procedure
hierarchical relationship with the recruited However, we have no evidence of a change of
person, we found no evidence that anything was | approach regarding how Frontex deals with a Open
done to address the potential conflict of interest. | declared conflict of interest. as regards conflict
of interest
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19

Year of ECA
observation

2022
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ECA observation (summary)

Schengen associated countries co-finance
Frontex’s activities. Their share of Frontex’s
budget is based on the proportion of the size of
their economies in relation to the EU economy.
However, the agreements with these countries,
which serve as a legal basis for calculating their
contributions, are unclear and open to divergent
interpretations.

We consider Frontex’s interpretation to be
flawed, because it has led to the Schengen
associated countries contributing around

€3.5 million (7 %) less to Frontex’s budget than
the size of their economies, in relation to the EU
economy, would dictate. This disproportionality
is caused by the fact that Frontex calculates the
contribution of each Schengen associated
country by dividing the size of the country’s
economy by the combined size of the EU
economy and the economies of all the associated
countries, and then multiplying the resulting
‘contribution ratio’ by the EU budget subsidy for
Frontex (omitting the budget share of the
Schengen associated countries).

Corrective action taken and other relevant
developments (summary)

Frontex continues to use the same approach to
calculating the contributions of the Schengen
associated countries.

275

Status of ECA
observation

(Open / Closed)

Open
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European Border and Coast Guard Agency (Frontex)

Frontex's reply

3.30.9. Frontex notes that its practices adhere to the principle of annuality and that the levels
of carry-overs are a result of the Agency's operational cycle, which spans February of year N to
January of year N+1. This aligns with grant agreements and payment cycles, leading to a
significant number of payments occurring after January of year N+1. Additionally, many
contracts require reserving funds and making legal commitments months in advance to secure
complex services like aerial surveillance. Frontex acknowledges the need to improve C8
cancellation rates and decrease the level of unused funds. The Agency is also exploring the
potential benefits and implementation of differentiated appropriations but for specific
situations (e.g., acquisition of heavy technical equipment involving long and complex supply
chains).

3.30.10. The Agency believes it is important to emphasize that in 2023 the Agency has
improved in relation to previous years. Internal controls have been enhanced via appropriate
reporting and timely communication to all business entities and authorising officers. The
efforts are continuous, and improvements are expected also in 2024.
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European Union Agency for Law Enforcement Training (CEPOL)

3.31. European Union Agency for Law
Enforcement Training (CEPOL)

The European Union Agency for Law Enforcement Training (CEPOL), located in
Budapest, was established by Regulation (EU) 2015/2219. CEPOL succeeded and replaced the
European Police College, established in 2005. CEPOL’s task is to bring together national police
training institutes in the member states to provide training sessions for senior police agents,

based on common standards. Figure 3.31.1 presents key figures for CEPOL™"’.

Figure 3.31.1 — Key figures for CEPOL

Budget (million euros)* Staff (as at 31 December)**

2023 48 @ . m‘ »

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of CEPOL for the 2022 and 2023 financial years; staff figures provided by
CEPOL.

Our audit approach, the basis for our opinion, the responsibilities of CEPOL’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

107 More information on CEPOL’s role and activities is available on its website:

www.cepol.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32015R2219
http://www.cepol.europa.eu/
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European Union Agency for Law Enforcement Training (CEPOL)

Opinion

We have audited:

(a) the accounts of the European Union Agency for Law Enforcement Training (CEPOL),
which comprise the financial statements'°® and the reports on the implementation
of CEPOL’s budget'? for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, CEPOL’s accounts for the year ended 31 December 2023
present fairly, in all material respects, CEPOL’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

1% The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

199 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Union Agency for Law Enforcement Training (CEPOL)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying CEPOL’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying CEPOL’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In our 2022 report on EU agencies (paragraph 3.31.8) we established that the
amounts paid under framework contract of €1.1 million for educational editorial services could
not be reconciled with the services provided. Some categories of task did not reflect the nature
of actual work performed, and for some categories, the amount of work paid for did not
correspond to the amount actually done. Because of a lack of essential audit evidence
supporting the amounts paid, we concluded that all payments under this framework contract,
are irregular. In 2023, CEPOL paid €85 thousand under this contract.

When auditing 11 payments under a framework contract for travel and event
organisation services, we noted that CEPOL monitored contract consumption at the level of
payments rather than budgetary commitments. This approach does not comply with
Article 111 of the EU Financial Regulation. It creates a risk that the total value of signed legal
commitments, which are based on budgetary commitments and oblige CEPOL to make
payments in the future, will exceed the framework contract ceiling.


https://www.eca.europa.eu/ECAPublications/AR-2022/AR-2022_EN.pdf
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European Union Agency for Law Enforcement Training (CEPOL)

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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European Union Agency for Law Enforcement Training (CEPOL)

Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other observation

Number ECA observation (summary)

observation relevant developments (summary)

(Open / Closed)

During the evaluation process of a procurement procedure,
CEPOL emphasised a criterion that was not clearly The framework contract expired in
presented in the tender specifications. This created the risk | August 2023.

of bidders being treated unequally.

1 2021 Closed

We audited two framework contracts, one with a total value
of €1.6 million, signed in May 2018 for accommodation,
shuttle and parking services, and another, with a total value
of €21.5 million, signed in January 2022 for travel services.
CEPOL implemented both contracts directly through order
forms (service requests) sent by email. We found that the CEPOL has introduced corrective
service requests were sent by CEPOL staff members who did | measures by giving formal

2 2022 not have the delegated authority to enter into legal authorisation to staff to place request Closed
commitments on behalf of CEPOL, or by interim employees | for services and removing interim
who — because of their interim status — could not legally be staff from the financial workflow.
given such delegated authority. Therefore, the service
requests did not constitute valid legal commitments, and all
associated payments are irregular. In 2022 CEPOL made
359 payments under these two contracts, with a total value
of €4.1 million.
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European Union Agency for Law Enforcement Training (CEPOL)

Status of ECA
Year of ECA Corrective action taken and other observation

Number ECA observation (summary)

observation relevant developments (summary)

(Open / Closed)

When auditing the implementation of a framework contract
of €1.1 million for educational editorial services in 2022, we
found that the amounts paid could not be reconciled with

the services provided. Some categories of task did not The framework contract expired in
reflect the nature of actual work performed, and for some August 2023. In 2023 CEPOL made

3 2022 categories, the amount of work paid for did not correspond | Payments under the framework Open
to the amount actually done. contract amounting to €85 thousand,

which are irregular (see
Because of a lack of essential audit evidence supporting the | paragraph 3.31.8).

amounts paid, we conclude that all payments under this
framework contract, which in 2022 amounted to
€152.7 thousand, are irregular.
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European Union Agency for Law Enforcement Training (CEPOL)

CEPOL's reply

3.31.8. Following ECA finding in 2022, CEPOL chose not to renew the relevant FWC contract,
which consequently expired in August 2023. The tender specifications for the next contract
have been built around on-line training product development services, instead of an editorial
service focused contract, to avoid repetition of similar issues.

3.31.9. We agree with ECA comment that monitoring based solely on payments is insufficient.
Nevertheless, given that the current consumption rate stands at 50% halfway through the
contract's implementation, we assess that there is no immediate risk of overconsumption.
Recognizing the importance of enhancing our monitoring practices to mitigate any potential
risks effectively, we have already implemented a strengthened system. This new system
includes a monthly report that combines both payment monitoring and the open amount
(RAL) of the FWC commitments to ensure comprehensive oversight and proactive
management.
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European Monitoring Centre for Drugs and Drug Addiction (EMCDDA)

3.32. European Monitoring Centre for
Drugs and Drug Addiction (EMCDDA)

The European Monitoring Centre for Drugs and Drug Addiction (EMCDDA),
located in Lisbon, was established by Council Regulation (EEC) No 302/93, subsequently
repealed and replaced by Regulation (EC) No 1920/2006. The EMCDDA supports EU and
national evidence-based policies by providing factual, objective, reliable and comparable
information on drugs and drug addiction. Figure 3.32.1 presents key figures for the
EMCDDA . In 2024, it was superseded by the European Union Drugs Agency (EUDA),
established by Regulation (EU) 2023/1322, which assumed all of the EMCDDA’s responsibilities
and legal commitments, in addition to new tasks relating to limiting the availability of drugs in
the EU.

Figure 3.32.1 - Key figures for the EMCDDA

Budget (million euros)* Staff (as at 31 December)**

B — d® - BT
} "@ e 3

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of the EMCDDA for the 2022 and 2023 financial years; staff figures provided by
the EMCDDA.

Our audit approach, the basis for our opinion, the responsibilities of the
EMCDDA’s management and of those charged with governance, and the auditor’s
responsibilities for the audit of the accounts and underlying transactions, are described in
section 3.1. The signature on page 370 forms an integral part of the opinion.

19 More information on the EMCDDA’s role and activities is available on its website:

www.emcdda.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A01993R0302-20031001
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02006R1920-20181123
http://www.emcdda.europa.eu/
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European Monitoring Centre for Drugs and Drug Addiction (EMCDDA)

Opinion

We have audited:

(a) the accounts of the European Monitoring Centre for Drugs and Drug Addiction
(EMCDDA), which comprise the financial statements*'* and the reports on the
implementation of the EMCDDA’s budget'' for the financial year ended
31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the EMCDDA’s accounts for the year ended 31 December
2023 present fairly, in all material respects, the EMCDDA’s financial position as at
31 December 2023, the results of its operations, its cash flows, and the changes in net
assets for the year then ended, in accordance with its financial regulation and with
accounting rules adopted by the Commission’s accounting officer. These are based on
internationally accepted accounting standards for the public sector.

111 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

112 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Monitoring Centre for Drugs and Drug Addiction (EMCDDA)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the EMCDDA’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the EMCDDA's accounts for the
year ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

We audited an open procurement procedure for the provision of travel agency
services with a maximum duration of four years and an estimated value of €1.8 million. We
found that the financial capacity required from the tenderers (yearly turnover above
€2 million) exceeded two times the estimated annual contract value (€900 thousand), which is
the maximum allowed by point 19.1 of Annex | to the Financial Regulation. Excessive financial
capacity requirements may dissuade potential bidders from participating in a tender
procedure.

We found shortcomings in a negotiated procedure for the purchase of two
vehicles with an estimated value of €100 thousand. First the EMCDDA did not publish a list of
contracts on its website in breach of point 3 of Annex | to the Financial Regulation, which
undermines the principle of transparency. Secondly, the members of the opening and
evaluation committees did not sign a declaration of absence of conflict of interest, in breach of
Article 150 of the Financial Regulation, which creates some legal and reputational risk for the
EMCDDA.
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European Monitoring Centre for Drugs and Drug Addiction (EMCDDA)

In our 2022 report (paragraph 3.32.9), we noted that the legal commitments
for a maintenance contract were not covered by budgetary commitments. Similarly, for 2023
we note that the budgetary commitment for rental costs under the lease agreement with the
EMCDDA’s landlord does not cover the legal commitment in full. The part not covered by the
budgetary commitment relates to the sharing and sub-letting of certain areas of the leased
premises with two other entities. These appear in the accounts as off-budget operations.
However, under Article 73 of the EMCDDA financial regulation, all costs relating to the lease
agreement should be covered by a budgetary commitment. Likewise, any revenue or
repayments received from sharing or sub-letting premises should be booked as internal
assigned revenue. The total amount affected in 2023 by these budgetary management issues
was €208 thousand.

In 2023 the EMCDDA processed 1 573 payment requests, of which 164 (10 %)
were paid outside the legal deadline. However, no late payment interest was charged. For
comparison, in 2022 the EMCDDA processed 1 595 payment requests, of which 107 (7 %),
were paid late, leading to a total of €374 in late payment interest.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
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European Monitoring Centre for Drugs and Drug Addiction (EMCDDA)

Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA : Corrective action taken and other i
Number . ECA observation (summary) observation
observation relevant developments (summary)
(Open / Closed)
The EMCDDA’s budgetary management system flagged
7 % of budgetary payments as late payments. However,
f the fl .Thi
most of the flagged paymer)ts were not actuaII.y Ia.te This In 2023, we have noted improvements in
1 2022 discrepancy was caused by incorrect parametrisation the parametrisation of erant pavments Closed
and/or incorrect data input regarding the due dates of P & pay )
payments or the reception of documents entailing a
payment obligation.
The legal commitment for one contract concluded in The EMCDDA took measures at the end
May 2021 and worth €75 thousand had not been of 2023, which are expected to remedy
5 2022 preceded by a budgetary commitment for the same the situation in the 2024 financial year. Open
amount. The same situation arose again in 2022, when The same situation persisted into 2023. pe
renewal of the same contract worth €75 thousand was The EMCDDA plans to remedy this
not fully covered by a budgetary commitment. matter in 2024.
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European Monitoring Centre for Drugs and Drug Addiction (EMCDDA)

The EMCDDA's reply

3.32.8. The EUDA acknowledges the over prudential approach taken with the definition of the
referred requirement and the risk for dissuasion that this may entail, even if in the case at
stake the latter did not appear occurring.

3.32.9. The EUDA publishes on this website, by 30 June of each year, low/middle value
contracts and specific contracts awarded in year N-1. Due to time constraints affecting the
signature of the referred contract, this was not published in 2023, but only in 2024. According
to the referred Article 150 and to the other relevant provisions, the appointment of the
referred committees is not mandatory and can be waived for contracts whose value is lower
than the thresholds referred to by these rules. This was indeed the case in the procedure at
stake. In this context, the members of the committee were in any case submitted to the
obligation to avoid conflict of interest, according to the relevant rules and independently from
the referred declaration, even if the latter is a measure to better ensure the prevention of this
risk.

3.32.10. Pursuant to the agreements in place for the sharing of the costs/expenditure relating
to the shared use of some areas of the EUDA premises, the EUDA had to bear just a part of the
total referred cost/expenditure. In this context, the cost/expenditure to be borne by the EUDA
relied on corresponding budgetary commitments, whilst the remaining cost (to be
shared/borne by the two other concerned Parties) relied on accounting operations for
balancing-out applied according to the relevant rules. This solution has been implemented
according to the agreements in force to maximise the efficient use of the limited budget
resources available. As indicated in the follow up to the referred ECA’s 2022 observation, the
EUDA was able, at the end of 2023 and within the context of its 2024 budget, to ensure the full
budget booking of the referred commitment/expenditure and revenue operations.

3.32.11. In almost all referred cases (except 6 out of 164) the late interest
generated/calculated was lower than EUR 200. According to the relevant rules this late
interest has to/can be paid only upon request by the relevant creditor. No such requests were
presented. Following the actions successfully taken to tackle some problems of
parametrisation of the ABAC system detected in 2022, the EUDA has adopted/planned further
measures to ensure: Specific checking of the correctness of data input/entry into ABAC and
Periodical reporting to monitor/detect possible late payments and allow for the necessary
remedial/ prudential measures.
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European Union Agency for Law Enforcement Cooperation (Europol)

3.33. European Union Agency for Law
Enforcement Cooperation (Europol)

The European Union Agency for Law Enforcement Cooperation (Europol),
located in The Hague, was established by Council Decision (2009/371/JHA), subsequently
repealed and replaced by Regulation (EU) 2016/794. Europol’s objective is to support action by
the member states’ police authorities and other law enforcement services. It also supports
mutual cooperation in preventing and combating serious crime affecting two or more member
states, forms of crime which affect a common interest covered by EU policy, and terrorism.
Figure 3.33.1 presents key figures for Europol**.

Figure 3.33.1 — Key figures for Europol

Budget (million euros)* Staff (as at 31 December)**
2023 74 % ® . BT
* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of Europol for the 2022 and 2023 financial years; staff figures provided by
Europol.

Our audit approach, the basis for our opinion, the responsibilities of Europol’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

113 More information on Europol’s role and activities is available on its website:

www.europol.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A32009D0371
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02016R0794-20220628
http://www.europol.europa.eu/
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European Union Agency for Law Enforcement Cooperation (Europol)

Opinion

We have audited:

(a) the accounts of the European Union Agency for Law Enforcement Cooperation
(Europol), which comprise the financial statements*'* and the reports on the
implementation of Europol’s budget*'® for the financial year ended 31 December
2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, Europol’s accounts for the year ended 31 December 2023
present fairly, in all material respects, Europol’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its Financial Regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

114 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

115 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.



293

European Union Agency for Law Enforcement Cooperation (Europol)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying Europol’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying Europol’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In our 2022 report (paragraph 3.33.9), we concluded that Europol had irregularly
reimbursed VAT through grants whose beneficiaries (such as police forces) were public
authorities governed by public law and engaging in activities in that capacity. In 2023, Europol
paid a grant of €2.4 million, including VAT and a 7 % provision for associated overheads, to
fund the activities of a national police force in a member state. However, under
Article 186(4)(c) of the Financial Regulation the grants should not have included VAT, because
the beneficiary was a public authority governed by public law and acting in that capacity. We
conclude, therefore, that €230.8 thousand of the grant, corresponding to the ineligible VAT
and the related portion of overheads, was irregular.

At our request, Europol identified other grants through which VAT was reimbursed for similar
activities in 2023, leading to an additional €49.1 thousand in irregular payments.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.



European Union Agency for Law Enforcement Cooperation (Europol)

Annex — Follow-up of previous years’ observations

Year of ECA

Number :
observation

ECA observation (summary)

Between 2020 and 2022, Europol paid the daily
subsistence allowance to three Dutch nationals
employed as seconded national experts. Europol

Corrective action taken and other relevant
developments (summary)

After re-examining its internal controls on the
establishment and review of financial
entitlements and the financial verification of
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Status of ECA
observation

(Open / Closed)

included VAT, because the beneficiaries were
public authorities governed by public law and
acting in that capacity.

1 2022 . ) N established amounts, Europol introduced further Closed
is located in the Netherlands, and its internal .
. . preventive measures. No Dutch seconded
rules do not entitle Dutch seconded national . . .
. national experts received a subsistence
experts to this allowance. .
allowance in 2023.
Between 1 November 2023 and the end of the
grants, VAT was no longer an eligible cost. As a
transitional measure, Europol continued to
In 2022, Europol paid grants to fund the activities | accept and reimburse VAT for activities under an
of national police forces, including an element to | ongoing procurement procedure and covered by
reimburse VAT. Under Article 186(4)(c) of the purchase orders issued no later than 30 October
2 2022 Financial Regulation the grants should not have 2023. Open

VAT is not an eligible cost under any grant calls
issued after 1 November 2023.

In 2023, the total amount of irregular VAT
reimbursements was €280 thousand (see
paragraph 3.33.8).
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European Union Agency for Law Enforcement Cooperation (Europol)

Europol’s reply

3.33.8. In relation to the ECA’s observations on the eligibility of VAT, Europol considered that,
under Article 186(4)(c) of the Financial Regulation 2018/1046 and the corresponding specific
implementation guidance of the European Commission on grant administration, Value Added
Tax (VAT) was an eligible cost in the respective operational grants initiated by Europol.

This notwithstanding, as a follow-up to the ECA’s observations on the financial year 2022
which were published in October 2023, Europol decided that VAT will no longer be considered
as an eligible cost for new operational grants initiated as of 1 November 2023. Accordingly,
Europol reimburses expensed VAT for operational grants that were ongoing by 31 October
2023.

In the financial year 2023, the corresponding VAT amounts reimbursed in operational grants
came to 279,900 Euros (rounded) in total, as per the information presented in the ECA’s
observations following Europol’s disclosure during the audit by the ECA.
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Euratom Supply Agency (ESA)

3.34. Euratom Supply Agency (ESA)

The Euratom Supply Agency (ESA), located in Luxembourg, was established in
1958, with the adoption, by the Council of the European Atomic Energy Community, of ESA’s
statutes, subsequently repealed and replaced by Council Decision 2008/114/EC, Euratom.
ESA's main task is to ensure that there is a regular supply of nuclear materials, in particular
nuclear fuels, to EU users. It does so by managing a common supply policy based on the
principle of equal access to sources of supply. Figure 3.34.1 presents key figures for ESA**°,

Figure 3.34.1 — Key figures for ESA

Budget (million euros)* Staff (as at 31 December)**

2023 e 0.4 - T

33%

iass

* Budget figures are based on the total payment appropriations available during the financial year.

** “Staff’” includes EU officials, EU temporary staff, EU contract staff and seconded national experts, but
excludes interim workers and consultants.

The increase in ESA’s 2023 budget is linked to the implementation of an IT project (Nuclear Observatory
and ESA Management of Information) and to the service level agreement with the Translation Centre of
the European Communities for the provision of accounting services to ESA — both requiring additional
funds in 2023.

Source: Annual accounts of ESA for the 2022 and 2023 financial years; staff figures provided by ESA.

Our audit approach, the basis for our opinion, the responsibilities of ESA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

1% More information on ESA’s role and activities is available on its website:
http://ec.europa.eu/euratom/index.html.


https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1681849194883&uri=CELEX%3A31958Q1101
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02008D0114-20130701
http://ec.europa.eu/euratom/index.html
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Euratom Supply Agency (ESA)

Opinion

We have audited:

(a) the accounts of the Euratom Supply Agency (ESA), which comprise the financial
statements’'’ and the reports on the implementation of ESA’s budget*® for the
financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ESA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, ESA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

117 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

118 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Euratom Supply Agency (ESA)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying ESA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying ESA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.

An overview of the action taken in response to the ECA’s observations from

previous years is provided in the Annex.
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Euratom Supply Agency (ESA)

Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA Corrective action taken and other relevant observation

[\ : ECA i
Sl observation CACREREUITU FTTTER) developments (summary)

(Open / Closed)

In 2023 ESA revised its procedures and
introduced a new template for low-value
contracts covering both an evaluation report and
an award decision. However, we still found two
similar cases in early 2023, prior to the
introduction of the new template.

ESA systematically awards low-value contracts
(below €15 thousand) without issuing

1 2022 corresponding evaluation reports and award
decisions. This is not in line with points 30.3-30.4
of Annex | to the Financial Regulation.

Open
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ESA's reply

3.34.7. The Euratom Supply Agency takes note of European Court of Auditors’s observations
which refer indeed to cases which were prior to the introduction of the new procedures.
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3.35. Translation Centre for the Bodies
of the European Union (CdT)

The Translation Centre for the Bodies of the European Union (CdT), located in
Luxembourg, was established by Regulation (EC) No 2965/94. The CdT provides European
Union bodies with translation services. It is a self-financed body, as its budget is funded from
fees charged to its customers. Figure 3.35.1 presents key figures for the CdT**.

Figure 3.35.1 — Key figures for the CdT

Budget (million euros)* Staff (as at 31 December)**

ED — @ . ] E—

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,

but excludes interim workers and consultants.

Source: Annual accounts of the CdT for the 2022 and 2023 financial years; staff figures provided by the
CdT.

Our audit approach, the basis for our opinion, the responsibilities of the CdT’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

19 More information on the CdT’s role and activities is available on its website:
www.cdt.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A01994R2965-20031001
http://www.cdt.europa.eu/
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Opinion

We have audited:

(a) the accounts of the Translation Centre for the Bodies of the European Union (CdT),
which comprise the financial statements'?® and the reports on the implementation
of the CdT’s budget*** for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the CdT’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the CdT’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

Emphasis of matter

We draw attention to the Explanatory Note attached to the financial
statements, which indicates that the CdT’s negative economic outcome of €0.7 million is
the result of a general decline in operating revenue by €2.3 million (5 %) compared to
2022, linked to the drop in invoiced pages by 7 %, from 577 900 in 2022 to 537 772 in
2023. This was coupled with a marginal rise in overall expenses of €0.6 million (2 %)
compared to 2022 (mainly in relation to building-related charges and depreciation.

120 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

121 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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We also draw attention to Note B.6 to the financial statements on ‘Reserves and
prefinancing fund’, which was created in 2011 to offset fluctuations in business volume
from clients and to help CdT ensure budget and price stability, which peaked at

€15.6 million in 2014, subsequently dropped to €10.3 million in 2022 and €8.9 million in
2023 (14 % decrease in 2023 and 43 % decrease since 2014).

Management's evaluation of the events and conditions and management's plans to
mitigate these matters are also described in the Explanatory Note. Our opinion is not
modified with respect to this matter.

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying the CdT’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the CdT’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

For the past three years, the CdT has signed 40 low-value contracts for
maintenance services with the same provider, for a total of €56.7 thousand. Considering the
similar nature of the contracted services and the fact that their total value exceeded
€15 thousand, the CdT should not have used a direct award procedure. Instead it should have
launched a competitive procedure based on an estimate of future costs. As a result, all
payments under these contracts, which amounted to €25.8 thousand in 2023, were irregular.

In our 2022 report (paragraph 3.35.8), we concluded that two contracts which
the CdT awarded as the outcome of a negotiated procedure were irregular, because the CdT
did not substantiate the reason it cited — extreme urgency — for using such a procedure. As a


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
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result, all subsequent payments under these contracts were irregular. In 2023, only one of the
two contracts led to payments, for a total of €17.3 thousand.

In our 2022 report (paragraph 3.35.9), we found that, with regard to a
procurement procedure for the provision of translation services, the CdT had not monitored
the consumption of the ceiling either at the level of the individual framework contracts or at
that of the whole procedure. As a result, by the end of 2022, the CdT had paid an irregular
amount of €705 thousand in excess of the ceiling. In 2023, the CdT made irregular payments in
excess of the ceiling in relation to two procurement procedures, for a total amount of
€257.2 thousand.

An overview of the action taken in response to the ECA’s observations from

previous years is provided in the Annex.


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
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Annex — Follow-up of previous years’ observations
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Status of ECA
Year of ECA . Corrective action taken and other relevant i
Number : ECA observation (summary) observation
observation developments (summary)
(Open / Closed)
Weaknesses in three public procurements:
signing the contracts without prior publication of
1 2021 a contract notice. Insufficient justification on the | The contracts concerned expired in 2022. Closed
need to protect exclusive rights or on extreme
urgency.
Weaknesse.s " twq procurement pr.oce.dures: Both contracts expired at the end of 2022, but
contracts signed without prior publication of a .
2 2022 ; SRR one of them led to a payment in 2023 (see Open
contract notice. Insufficient justification of
paragraph 3.35.10).
extreme urgency.
Payments under framework contracts exceeded In 2023 there were further payments in excess of
3 2022 the ceiling for individual framework contracts or | the framework contract ceiling (see Open
for the procedure as a whole. paragraph 3.35.11).
Insufficiently defined selection criteria in three The CdT updated its templates in March 2022 to
4 2022 ) e Closed
procurement procedures. address the weaknesses identified.
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Year of ECA Corrective action taken and other relevant
developments (summary)

Number . ECA observation (summary)
observation

308

Status of ECA
observation

(Open / Closed)

The CdT did not monitor its financial ceilings for Despite a new CdT procedure for monitoring

5 2022 individual procedures and framework contracts framework contract ceilings, there were further
for translations. This was a critical weakness in payments in excess of the applicable ceiling
the CdT’s management and control systems. in 2023 (see paragraph 3.35.11).

Open
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The CdT's reply

3.35.9. The Centre will organise simplified competitive procedures for its ordering of
maintenance service exceeding EUR 1 000.

3.35.10. These 2023 payments this observation refers to, were made to honour the legal and
budgetary commitments concluded during the previous years, as described by the Court. The
Centre decided not to resort to these specific procedures anymore unless it is really necessary
and duly justified.

3.35.11. Following the 2022 findings, the Centre established in June 2023, an automatic daily
BO report to follow the consumption of each framework contract vis-a-vis their respective
ceiling. The irregular amount found in 2023 concerns payments made between 1 January to
31 March 2023, which is before the full monitoring system was put in place.
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3.36. Community Plant Variety Office
(CPVO)

The Community Plant Variety Office (CPVO), located in Angers, was created by
Council Regulation (EC) No 2100/94. Its main task is to register and examine applications for
the granting of EU industrial property rights for plant varieties and to ensure that the
necessary technical examinations are carried out by the competent offices in the member
states. The CPVO is a self-financed body. Its budget is funded from fees charged to private
companies. Figure 3.36.1 presents key figures for the CPVO'%.

Figure 3.36.1 — Key figures for the CPVO

Budget (million euros)* Staff (as at 31 December)**

EED — ® - -
" ?

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of the CPVO for the 2022 and 2023 financial years; staff figures provided by the
CPVO.

Our audit approach, the basis for our opinion, the responsibilities of the CPVQ’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

22 More information on the CPVO’s role and activities is available on its website:

WWW.CpVO.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A01994R2100-20080131
http://www.cpvo.europa.eu/
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Opinion

We have audited:

(a) the accounts of the Community Plant Variety Office (CPVO), which comprise the
financial statements'* and the reports on the implementation of the CPVO’s
budget'?* for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the CPVQ’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the CPVO'’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

123 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

124 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying CPVQ’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying CPVQO'’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

On 15 November 2022, the CPVO signed two contracts of a similar nature for
information security services, for a total of €339.3 thousand (one contract was for
€142.9 thousand and the other for €196.3 thousand). The two contracts were awarded to the
same provider, using the cascade mechanism. The underlying framework contract allowed the
use of this award mechanism for contracts up to €200 thousand. Considering the similar
nature of the contracted services and the fact that their total value exceeded €200 thousand,
the CPVQ’s decision to treat these contracts as two separate ones and to use the cascade
mechanism instead of the re-opening of competition mechanism contravened Article 160 of
the Financial Regulation, which prohibits the splitting of contracts in such situations. As a
result, all payments under these two contracts, which amounted to €339.3 thousand in 2023,
were irregular.

In our 2021 report (paragraph 3.36.9), we concluded that a framework contract
for security services was irregular because the CPVO excluded two tenderers based on
irregular requirements to demonstrate financial capacity. As a result, all the subsequent
payments under this contract for a total of €54.7 thousand in 2023 were irregular.


https://www.eca.europa.eu/Lists/ECADocuments/AGENCIES_2021/AGENCIES_2021_EN.pdf
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The CPVO budget for 2023 and its two amending budgets were not published
in the Official Journal of the European Union after their adoption. This contravenes Article 31
of the CPVOQ'’s financial regulation and the principle of transparency it establishes.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA . Corrective action taken and other relevant i
Number . ECA observation (summary) observation
observation developments (summary)
(Open / Closed)
13 F 2024, CPVO'’s Admini i
Although the CPVO became operational in 1995, Oon 3. ebruary 2024, CPVO’s Administrative
. Council approved the text of the agreement that
1 2014 no headquarters agreement has yet been signed | . . . Open
. is currently pending signature by the French
with the host member state.
Government.
5 2016 The CPVO’s founding Regulation does not require | An update of CPVQO'’s founding Regulation is not Oben
periodic external performance evaluations. foreseen in the near future. P
Procurement procedure for security services The CPVO made payments under this contract in
(which concluded with a contract of 2023 (see paragraph 3.36.9).
€249.'6 thou.sand) and the associated pa\./me.nts We also found similar issues in our 2022 audit
3 2021 considered irregular because of the application (paragraph 3.36.8) Oben
by the evaluation committee of illegal tender paragraph =.35.5). P
specifications to demonstrate tender's financial The contract expired in December 2023 and a
capacity which lead to the exclusion of two new contract entered into force on 1 January
tenderers. 2024.
) ) The CPVO formalised new templates and
4 2022 We fF)und a Iask of clarity anf:l.exc.esswe tl,.lrnov.er guidelines to evaluate tenderers’ financial Closed
requirements in tender specifications, which did capacity.



https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf

Year of ECA
observation

Number
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ECA observation (summary)

not affect the final outcome of a procurement
procedure for IT services

Corrective action taken and other relevant
developments (summary)

315

Status of ECA
observation

(Open / Closed)

The President of the CPVO took up duties
without issuing new delegations of his power as

By the end of 2022, the CPVO’s President
formalised a procedure for staff members on the
establishment of sub-delegations.

reality and eligibility of the activities, and the
required supporting documentation for the final
payment.

5 2022 authorising officer. For an extended period, the , o ) ) Closed
CPVOQO'’s budget was therefore implemented on In 20_2_3' the CPV_O s.Adm|n|strat|ve Council
the basis of outdated delegations. modified the guidelines on the procedure to
replace the CPVQO’s President.
For two grants (amounting to €469 thousand)
funding research projects, we detected
weaknesses in the criteria used to evaluate the In 2023, the CPVO’s President adopted a new
6 2022 projects, the ex ante and ex post checks on the procedure related to grants. No grants were Open

awarded in 2023.
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CPVO's reply

3.36.8. The CPVO takes note of the Court's observation. The CPVO acknowledges that a more
robust procurement procedure needs to be put in place, as well as awareness actions and
trainings for staff involved in contract management. The CPVO commits itself to paying
particular attention to this.

3.36.9. The CPVO took note of the observations of the Court. The contract expired in
December 2023 and a new contract entered into force on 1 January 2024.

3.36.10. The CPVO took note of the observations of the Court and assured the prompt
publication of the budget in the OJ in the future. The CPVO 2023 budget and two amending
budgets were published on the CPVO website on 24 November 2022, 30 June 2023 and

13 December 2023 respectively. The dispatch for publication of the budget and the two
rectifying budgets in the OJ was sent on 15, 16 and 23 April 2024, respectively and the
publication in the OJ took place on 31 May 2024.
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3.37. European Union Intellectual
Property Office (EUIPO)

The European Union Intellectual Property Office (EUIPO), located in Alicante, was
established by Regulation (EU) 2017/1001. EUIPO succeeded and replaced the Office for
Harmonisation in the Internal Market (OHIM), established in 1994. EUIPO is responsible for
managing the EU trademark and registered EU designs, as well as European and international
cooperation in the field of intellectual property. It also manages the European Observatory on
Infringements of Intellectual Property Rights. EUIPO is a self-financed body. Its budget is
funded from fees charged to applicants. Figure 3.37.1 presents key figures for EUIPO"*.

Figure 3.37.1 — Key figures for EUIPO

Budget (million euros)* Staff (as at 31 December)**

D — 530 : T
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* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EUIPO for the 2022 and 2023 financial years; staff figures provided by EUIPO.

Our audit approach, the basis for our opinion, the responsibilities of EUIPO’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

125 More information on EUIPO’s role and activities is available on its website:

WWW.euipo.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32017R1001
http://www.euipo.europa.eu/
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Opinion

We have audited:

(a) the accounts of the European Union Intellectual Property Office (EUIPO), which
comprise the financial statements*?° and the reports on the implementation of
EUIPO’s budget®’ for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EUIPO’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EUIPQ’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

126 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

127 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EUIPO’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EUIPQO’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In our 2022 report (paragraph 3.37.8), we concluded that a contract for travel
agency services was irregular because it was awarded through a negotiated procedure without
prior publication of a contract notice, with no proper justification of the alleged extreme
urgency. As a result, all the subsequent payments under this contract — for a total of
€2.7 million in 2023 — were irregular.

The tender specifications of an open procedure for the provision of IT services
included award criteria based on price (30 %) and quality (70 %). However, the formula used
for the price criterion, which included an additional coefficient, resulted in an effective
weighting of the price criterion at significantly below 30 %. The 30 % price weighting is the
minimum recommended in the Commission guidelines (Point 4.3.1.12 of Vade-mecum on
public procurement in the Commission). However, in this case, it did not affect the outcome of
the procedure.


https://www.eca.europa.eu/ECAPublications/SAR-AGENCIES-2022/SAR-AGENCIES-2022_EN.pdf
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An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Status of ECA
Year of ECA . Corrective action taken and other i
Number . ECA observation (summary) observation
observation relevant developments (summary)
(Open / Closed)
EUIPO signed a contract for cleaning services with a The contract expired and was replaced
tenderer who submitted an abnormally low offer. The by a new contract for cleaning services
procurement procedure and the underlying payments in May 2022.
1 2018 are irregular. EUIPO should analyse situations of Closed

potentially abnormal offers in a rigorous manner to
ensure compliance with the Financial Regulation and fair
competition.

EUIPO modified its budget structure in 2021, presenting With the approval of the EUIPO Budget

the payment of €8.5 million made to the European Committee, the situation persisted in
School in Alicante under Title 4, “Contribution to EU the 2023 accounts. Consequently the
policies”, instead of Title 1, “Expenditure relating to payment of €9.9 million made to the
persons working with the Office”, which had been the European School in Alicante in 2023 is
practice in previous years. presented under Title 4 instead of
2 2021 Title 1. Open

In essence, we consider co-financing of the European
School to be an instrument of human resources policy,
linked to the wellbeing of the EUIPO’s staff and their
families. Re-classifying the related payments as a
contribution to an EU policies goes against the nature of
the expenditure.
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Status of ECA
Year of ECA Corrective action taken and other observation

ECA observation (summar
( v) relevant developments (summary)

Number :
observation
(Open / Closed)

EUIPO awarded a contract of €5 million for travel agency

services after a negotiated procedure without prior EUIPO made payments under this
publication of a contract notice for reasons of extreme contractin 2023 (see paragraph 3.37.8).

3 2022 . . Open
urgency. We consider that the use of such procedure was | The contract came to an end in

not justified. EUIPO did not make any payments under September 2023.
this contract in 2022.
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EUIPO's reply

3.37.8. EUIPO already replied to ECA’s 2022 report (paragraph 3.37.8) that due to the
exceptional circumstance of non-renewal by the two contractors in cascade, EUIPO considered
the best solution to be a negotiated procedure without prior publication of a contract notice. A
Framework contract with a new service provider was signed in September 2023.

3.37.9. EUIPO has made sure that the formula that was used in this isolated case will not be
used anymore in any of its future procurement procedures. As acknowledged by the ECA, the
formula used in this specific procedure did not affect the outcome of the procedure.
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3.38. Single Resolution Board (SRB)

The Single Resolution Board (SRB), located in Brussels, was established by
Regulation (EU) No 806/2014 on the Single Resolution Mechanism (SRM Regulation). The SRB’s
mission is to ensure that credit institutions and certain investment firms (“credit institutions”)
which fail, or which are likely to fail, can be resolved in an orderly fashion with as little impact
as possible on the real economy and the public finances of the participating member states of
the banking union. The SRB is in charge of administrating the Single Resolution Fund, which
was established by the SRM Regulation and which is intended to support the single resolution

mechanism.

The SRB has its own budget, which is separate from the EU budget. Contributions
are raised from credit institutions established in member states participating in the banking
union. Figure 3.38.1 presents key figures for the SRB**.”

Figure 3.38.1 — Key figures for the SRB

Budget (million euros)* Staff (as at 31 December)**

2023 2 ﬁ 7076 @ ) 457 I

Part | (Board’s
administrative budget) 151

70617
Part Il (Budget of the

Fund and Reserve)

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of the SRB for the 2022 and 2023 financial years; staff figures provided by the
SRB.

128 More information on the SRB’s role and activities is available on its website:

https://www.srb.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1681487534158
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1681487534158
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1681487534158
https://www.srb.europa.eu/
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Our audit approach, the basis for our opinion, the responsibilities of the SRB’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

Opinion

We have audited:

(a) the accounts of the Single Resolution Board (SRB), which comprise the financial
statements'?® and the reports on the implementation of the SRB’s budget**° for the
financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, the SRB’s accounts for the year ended 31 December 2023
present fairly, in all material respects, the SRB’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

123 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

130 The reports on the implementation of the budget comprise the reports which aggregate all
budgetary operations and the explanatory notes.
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Emphasis of matter

We draw attention to note 7.E “Provision for risks and liabilities”, which
describes and measures potential financial exposures as a result of the latest judgments
of the General Court in relation to the ex ante contributions and the annual target level,
amounting to €2.77 billion, and to note 8.L. “Disclosures on appeals and legal cases” of
the SRB’s accounts, which describes administrative appeals and judicial proceedings
brought against the SRB before the General Court or the Court of Justice of the European
Union.

We also draw attention to note 8.R. “Events after the reporting period”, which explains
that the initial period of the Single Resolution Fund has come to an end and the target
level has been reached. Therefore in 2024, no regular annual contributions will be
collected from the institutions falling in the scope of the Single Resolution Fund unless
required by specific circumstances or resolution activities involving the use of the Single
Resolution Fund.

Our opinion is not qualified in these matters.]

Other matter

Our legal mandate includes two reporting obligations with regard to the
SRB. On the one hand, Article 287 of the Treaty on the Functioning of the European Union
requires us to issue “a statement of assurance as to the reliability of the accounts and the
legality and regularity of the underlying transactions”, which we do in this specific annual
report on the SRB. On the other hand, Article 92(4) of the SRM Regulation imposes on us
an obligation to “report on any contingent liabilities (whether for the Board, the Council,
the Commission or otherwise) arising as a result of the performance by the Board, the
Council and the Commission of their tasks under this Regulation”. We meet this latter
reporting obligation in the Appendix to this specific annual report on the SRB. What we
report in the Appendix does not call into question our audit opinion expressed here.

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying SRB’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.


https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:12012E/TXT:en:PDF
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1669864416141
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Other matter

Without calling into question the opinion expressed above, we observe that
Fund contributions are calculated on the basis of information provided by credit
institutions (and some investment firms) to the SRB. Our audit of the SRB’s revenue was
based on this information, but we did not verify its reliability. The SRM Regulation does
not insist that a comprehensive and consistent control framework be put in place to
ensure the reliability of the information. However, the SRB performs consistency and
analytical checks of the information, as well as some ex post checks at the level of the
credit institutions. We also noted that for entities that are part of a group referred to in
Article 7(2)(a) of the SRM Regulation, agreed-upon procedures by auditors are mandatory
from 2023. This increases assurance regarding the reliability of the information provided
by the credit institutions.

The SRB cannot release details of the risk assessed contribution calculation for each credit
institution, as they are interlinked and include confidential information about other credit
institutions. The Court of Justice considered that the SRB’s obligation to state reasons for
its ex ante contribution decisions must be balanced against the principle of the protection
of business secrets. The SRB has significantly improved transparency within the limits
imposed by its obligation to observe the confidentiality of the institutions’ business
secrets, and to meet the standards of reasoning and transparency set by the European
Court of Justice (case C-584/20 P**') We noted that — like for the calculation of the 2022
contributions — for the calculation of the 2023 contributions, the SRB organised a
consultation phase for the institutions in question, in order for them to issue comments
on any aspect of the calculation exercise. In this consultation, common data points from
the contribution’s calculation exercise were communicated that allowed institutions,
together with the data in the institution's individual data reporting form, to simulate the
calculation of the 2023 ex ante contribution. We note that since 2022, the consultation
has also covered the impact of adjustments in the data initially submitted by the credit
institutions. This additional step in the contribution calculation process has increased the
SRB'’s transparency towards institutions.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying the SRB’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

131 Judgment of 15 of July, Commission/ Landesbank Baden Wurttemberg and CRU
(C 584/20 P).
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In April 2023 the SRB adopted a roadmap to update its business continuity
management system which needed to be overhauled. However, this work is only scheduled to
be completed by February 2025.

We found that the following key elements are currently outstanding:

revised business impact analysis clearly defining the recovery time objectives and
recovery point objectives for critical IT applications;

updated business continuity policy and communication plan;

introduction of monitoring controls over business continuity arrangements of key third
parties, such as the European Commission.

Pending the overhaul, the SRB’s business continuity management system is not in line with the
requirements of principle 10 of the SRB’s internal control framework and of Article 28 of the
SRB’s financial regulation. This constitutes an internal control weakness and exposes the SRB
to potential reputational, legal, financial and operational risks in the event of a disruption or
disaster.

Article 15 of the Commission Delegated Regulation 2016/451 requires the SRB
to comply with the principles of sound financial management and risk management. In
particular, it obliges the SRB to apply multiple risk measures for each type of risk, to avoid
overreliance on any single risk measure and to supplement regular risk measurement by stress
tests and scenario analysis in order to identify high-risk areas and evaluate the combined
effects of financial shocks. During our audit, we found that the SRB does not fully comply with
these requirements Shortcomings such as absence of ad hoc stress testing, in particular during
a banking crisis, insufficient risk metrics and risk monitoring tools constrained the SRB’s
capacity to ensure the preservation of the Fund’s capital and liquidity, and to respond timely
to any breaches of investment policy. These shortcomings undermined the capacity of the
SRB’s risk management function to carry out an independent monitoring of the investment
portfolio.

An overview of the action taken in response to the ECA’s observations from

previous years is provided in the Annex.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015R0451
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Annex — Follow-up of previous years’ observations

Status ECA

Corrective action taken and other relevant observation

developments (summary)

Year of ECA

observation ECA observation (summary)

Number

(Open / Closed)

In the case of a national central bank that has
been assigned both the role of investment
manager and custodian for the Single Resolution
Fund, the SRB has not carried out an assessment

In October 2023, the SRB’s internal audit function
carried out a 2-day visit to the investment
manager/custodian where the SRB verified that

€87.3 thousand for services rendered beyond the
period of the contract and for which the ECA
deemed this amount as irregular.

of the relevant financial rules, including the
applicable use of the exception and non-
compliance report.

1 2020 .. . . the national central bank has an adequate and Closed
of the organisational and administrative . . . .
. . . effective organisational and administrative
arrangements in place, in order to mitigate a . . .
. . . . arrangement in place in order to mitigate a
potential conflict of interest arising from . . .
. potential conflict of interest.
assuming these roles.
The SRB signed a specific contract with a After this exception, the SRB provided further
contractor for a 12-month duration ending in training on finance, procurement, and contract
October 2021. In April 2022, the SRB received a management to all relevant SRB’s units.
2 2022 final payment invoice amounted to Moreover, the SRB reminded contract managers Closed
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Appendix to the SRB specific annual
report, reporting on the SRM
contingent liabilities of the SRB

Reporting
(pursuant to Article 92 (4) Regulation (EU) No 806/2014)

On any contingent liabilities arising as a result of
the performance by the Single Resolution Board,
of its tasks under this Regulation for the 2023
financial year

Together with the replies of the SRB
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Introduction

(1)

(2)

(3)

Article 92(4) of the single resolution mechanism (SRM) Regulation requires us to “report
on any contingent liabilities (whether for the SRB, the Council, the Commission or
otherwise) arising as a result of the performance by the SRB, the Council and the
Commission of their tasks under this Regulation”. This appendix covers the SRM
contingent liabilities of the SRB. The contingent liabilities of the Commission and of the
Council are covered in the annual report on the implementation of the EU budget for the
2023 financial year.

A contingent liability is defined as follows:

a possible obligation that arises from past events and of which the existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the European Union;

or a present obligation that arises from past events but is not recognised because it is not
probable that an outflow of economic resources embodying economic benefits or service
potential will be required to settle the obligation, or because the amount of the
obligation cannot be measured with sufficient reliability.

To determine if a contingent liability needs to be disclosed or a provision recognised, the
probability of an outflow of economic resources (in general, of cash) must be assessed. If
a future outflow of resources is:

probable, a provision needs to be recognised;
possible, a contingent liability needs to be disclosed;

remote, no disclosure is necessary.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1669864416141

(4)

(5)
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In the context of the performance of their tasks under the SRM regulation, the SRB, the
Council and the Commission can incur contingent liabilities linked to ongoing legal
proceedings (before EU or national courts) in relation to:

their resolution and non-resolution decisions*” — both a decision to apply and not to
apply resolution tools can be challenged before a court;

the no-creditor-worse-off principle — to safeguard fundamental property rights, the SRM
Regulation provides that no creditor shall be left worse off under resolution than they
would be under normal insolvency proceedings. Based on that principle, any creditors
who would have received better treatment under normal insolvency proceedings must
be compensated by the Single Resolution Fund (SRF). To assess the treatment of creditors
and shareholders, a valuation of difference in treatment must be conducted.

In addition, the SRB can have contingent liabilities linked to ongoing legal proceedings
before EU courts in relation to its calculation and collection of:

banks’ administrative contributions towards the SRB’s operating costs;

banks’ contributions to the Single Resolution Fund (the SRF).

132 Inits judgment of 18 June 2024 (case C-551/22 P), the Court of Justice found that only the

Commission’s endorsement decisions can be challenged before the EU Courts.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1669864416141
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1669864416141
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0806-20220812&qid=1669864416141
https://curia.europa.eu/juris/document/document.jsf?text=&docid=266964&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4996937
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Observations

Contingent liabilities of the SRB
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(6) Table 1 shows the number of SRM-related legal proceedings affecting the SRB and the

related contingent liabilities, amounting to €158.3 million, disclosed in the SRB’s

accounts.

Table 1 — SRM-related legal proceedings affecting the SRB and the

related contingent liabilities

Cases related to

Resolution and non-resolution

Number of
cases before
EU courts

Number of
cases before
national courts
or under
administrative
proceedings

Related
contingent
liabilities
disclosed in
the SRB’s
accounts
(in € million)

.. 113 336 0
decisions
Resolution of Banco Popular
Espaiiol S.A. (BPE) 102 333 0
Non-resolution of ABLV 3 0 0
Resolution of Sberbank d.d. and
Sberbank banka d.d. and non- 8 3 0
resolution of Sberbank Europe AG
No creditor worse off decision 0 0 0
for BPE
Ex ante contributions 126 99 158.3
Administrative contributions 0 0 0
TOTAL 239 435 158.3

Source: The SRB’s 2023 accounts.

(7) There were 102 EU-level judicial cases pending in relation to Banco Popular Espafiol S.A.
(BPE) by mid-2024. Five appeals*** had been brought against four of the General Court’s

rulings of 1 June 2022, which had confirmed the legality of the resolution decision and

133 Cases C-448/22 P, C-535/22 P, C-539/22 P, C-541/22 P and Case C-551/22 P. In this last
case, the Court of Justice delivered its judgment on 18 June 2024, see footnote 131.



https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022CN0448
https://curia.europa.eu/juris/document/document.jsf?text=&docid=266721&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4992139
https://curia.europa.eu/juris/document/document.jsf?text=&docid=277781&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4893906
https://curia.europa.eu/juris/document/document.jsf?text=&docid=268083&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4995514
https://curia.europa.eu/juris/document/document.jsf?text=&docid=266964&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4996937

(8)

(9)

(10)
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rejected the action for damages. One of those appeals was withdrawn*** in

September 2023. There were also four new damages claims**® against the SRB, which are
stayed until the final ruling on the four pending appeals. Furthermore, 333 national
administrative proceedings and court cases concerning the resolution of Banco Popular
Espaiiol S.A. are still pending. Also, in the context of this resolution, the SRB is the
defendant in an appeal lodged by the European Data Protection Supervisor**° (EDPS)
against the judgment of the General Court®*” of 26 April 2023 annulling the (revised)
EDPS decision of 24 June 2020. There are also three judicial cases'*® pending before the
EU courts concerning the non-resolution of ABLV.

The Single Resolution Board adopted resolution schemes regarding Sberbank d.d and
Sberbank Banka d.d. and a non-resolution decision regarding Sberbank Europe AG on

1 March 2022. The former shareholders of these institutions and their parent institution
in Russia then brought eight legal actions**° before the General Court. On 10 October
2023, the General Court declared inadmissible the three cases'*® lodged by the
shareholder of Sberbank Europe. An appeal has been made to the Court of Justice***
against those orders. On 19 October 2023, the General Court rejected, by orders, the
applications to intervene from the shareholder of Sberbank Europe in the cases lodged by
that bank. An appeal against those orders was also brought before the Court of Justice,
but were dismissed as unfounded*’. By mid-2024, three national administrative and
court proceedings regarding the resolution of Sberbank entities were pending.

The Single Resolution Board did not disclose contingent liabilities regarding any
resolution or non-resolution decisions, as it considers the associated risk remote. The SRB
disclosed the nature of the contingent liabilities associated with the related national
cases but is not in a position to quantify the possible financial effect.

The Single Resolution Board collects ex ante contributions to the Single Resolution Fund
from banks. These contributions can be used to support bank resolutions. At the end
of 2023, 126 court cases against decisions on ex ante contributions were pending before

14 Case C-539/22 P.

135 Cases T-294/22, T-474/22, T-475/22 and T-477/22.

3% Case C-413/23 P.

137 Case T-557/20.

1% Cases C-602/22 P, T-71/23 and T-430/23.

139 Cases T-450/22, T-523/22, T-524/22, T-525/22, T-526/22, T-527/22, T-571/22 and T-572/22.

140 Cases T-525/22, T-526/22 and T-527/22.

41 Cases C-791/23 P, C-792/23 P and C-793/23 P.

142 see Orders of the Vice-President of the Court of 22 March 2024 in Cases C-676/23 p (I),
C-690/23 P (1) and C-693/23 P (1).


https://curia.europa.eu/juris/document/document.jsf?text=&docid=277781&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4893906
https://curia.europa.eu/juris/document/document.jsf?text=&docid=263152&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4904578
https://curia.europa.eu/juris/document/document.jsf?text=&docid=267342&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4905329
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022TN0475&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:62022TN0477
https://curia.europa.eu/juris/document/document.jsf?text=&docid=276483&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4913668
https://curia.europa.eu/juris/document/document.jsf?text=&docid=272910&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=4917173
https://curia.europa.eu/juris/document/document.jsf?text=&docid=267872&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4918027
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62023TN0071
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C_202300024
https://curia.europa.eu/juris/document/document.jsf?text=&docid=267037&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4920627
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022TN0523&from=EN
https://curia.europa.eu/juris/document/document.jsf?text=&docid=267996&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4923314
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022TN0525
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022TN0526
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022TN0527&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022TN0571&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62022TN0572&from=EN
https://curia.europa.eu/juris/document/document.jsf?text=&docid=278581&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=12176736
https://curia.europa.eu/juris/document/document.jsf?text=&docid=278582&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=12176257
https://curia.europa.eu/juris/document/document.jsf?text=&docid=278583&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=12177937
https://curia.europa.eu/juris/document/document.jsf?text=&docid=284309&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4936209
https://curia.europa.eu/juris/document/document.jsf?text=&docid=284320&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4936622
https://curia.europa.eu/juris/document/document.jsf?text=&docid=284327&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4936891
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:62023CO0676
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:62023CO0690
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:62023CO0693&qid=1716370677288

(11)

(12)

(13)
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the General Court of the EU as compared to 86 cases in the previous year. The Single
Resolution Board disclosed contingent liabilities of €158.3 million for 12 cases, compared
to €1.9 billion for 47 cases in 2022. The large decrease in value of the contingent
liabilities is mainly due to the provisioning of amounts which in the previous year were
disclosed as contingent liabilities, but now are included in the €2.77 billion non-current
provision for risks and liabilities (see paragraph 3.38.6).

The Board also disclosed contingent liabilities of €1.2 million in relation to 18 cases for
applicants’ legal costs, which the Court of Justice of the European Union could require
the SRB to bear. For comparison, the amount for 2022 was €4.6 million (for 72 cases).
The decrease is predominantly due to the reclassification of cases. For 102 cases, the SRB
recognised provisions for applicants’ legal costs in line with the developments in the
court proceedings, amounting to €6.4 million.

Due to the absence of necessary data points, contingent liabilities were not disclosed for
eight ** legal cases related to ex ante contributions, because the SRB could not reliably
assess the difference between the contribution amounts received and the potential
revised amounts. For those cases for which the risk was assessed as possible, but the SRB
felt unable to quantify the potential financial exposure, it disclosed their nature and the
reason why the amounts at risk could not be reliably estimated.

Because national courts do not have the competence to annul ex ante contribution
decisions, the SRB did not disclose contingent liabilities regarding national legal
proceedings pending against ex ante contribution decisions, as it considers the risk of an
economic outflow remote.

143 (Cases : T-444/20, T-445/20, T-446/20, T-447/20, T-448/20, T-449/20, T-402/21, T-405/22).


https://curia.europa.eu/juris/document/document.jsf?text=&docid=231081&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=11912677
https://curia.europa.eu/juris/document/document.jsf?text=&docid=231082&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=11915872
https://curia.europa.eu/juris/document/document.jsf?text=&docid=231094&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=11916150
https://curia.europa.eu/juris/document/document.jsf?text=&docid=231093&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=11916190
https://curia.europa.eu/juris/document/document.jsf?text=&docid=231088&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=11916234
https://curia.europa.eu/juris/document/document.jsf?text=&docid=231084&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=11916317
https://curia.europa.eu/juris/document/document.jsf?text=&docid=245977&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4946593
https://curia.europa.eu/juris/document/document.jsf?text=&docid=265948&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=5812601
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SRB’s reply

3.38.6. The SRB emphasizes that this provisioning was applied as a purely precautionary
measure and notwithstanding the fact that the judgment is not final and the SRB sees strong
grounds that it will be overturned in an appeal before the Court of Justice.

3.38.9. The annual ex-ante contributions to the Fund are calculated on the basis of information
provided by credit institutions and some investment firms to the Board. Even though, the SRM
Regulation does not provide for a comprehensive and consistent control framework to ensure
the reliability of the information, the SRB addresses this issue to the extent possible. The data
provided is verified against the data submitted in the previous year by the institutions as well
as against the data in the ECB database. Validation rules have been implemented in the data
collection portal and additional assurance, in the form of Agreed Upon Procedures report, is
collected from the significant institutions. Discrepancies are flagged to the NRAs, asking for
clarification, thus having been able to improve the quality of the data in the previous cycles. In
addition to the ex-ante verification steps SRB also performs ex-post checks.

3.38.13. The SRB welcomes ECA’s observation. SRB stresses that an independent risk
management function was established in September 2023 and since then significant progress
was made in improving the investment risk management capacity. For example, the
introduction of an additional risk metric (Expected Shortfall) in its risk monitoring or the
initiation of an IT project to further improve its risk tooling. The SRB furthermore highlights
that it performs regular stress tests in line with Delegated Regulation 2016/451.

10. The SRB would like to refer to its reply to paragraph 3.38.6

11. The SRB would like to refer to its reply to paragraph 3.38.6
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3.39. European Climate Infrastructure
and Environment Executive Agency
(CINEA)

The European Climate, Infrastructure and Environment Executive Agency
(CINEA), located in Brussels, was established by Commission Implementing
Decision (EU) 2021/173, which will remain applicable until 31 December 2028. CINEA
succeeded and replaced the Innovation and Networks Executive Agency (INEA), established in
2013 as a successor to the Trans-European Transport Network Executive Agency, established in
2007. CINEA’s mission is to support stakeholders in delivering the European Green Deal. It also
implements parts of various EU programmes, most of them associated with environment and
climate policy. Figure 3.39.1 presents key figures for CINEA**“,

Figure 3.39.1 — Key figures for CINEA

Budget (million euros)* Staff (as at 31 December)**

BEID — ® = m;

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of CINEA for the 2022 and 2023 financial years; staff figures provided by CINEA.

Our audit approach, the basis for our opinion, the responsibilities of CINEA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

144 More information on CINEA’s role and activities is available on its website:
https://cinea.ec.europa.eu/index_en.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D0173
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D0173
https://cinea.ec.europa.eu/index_en
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Opinion

We have audited:

(a) the accounts of the European Climate Infrastructure and Environment Executive
Agency (CINEA), which comprise the financial statements'** and the reports on the
implementation of CINEA’s budget**® for the financial year ended 31 December
2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, CINEA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, CINEA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

Emphasis of matter

We draw attention to the introductory part of CINEA’s 2023 annual
accounts, which describes the implementation of SUMMA, a new budgetary, accounting
and financial system, as a pilot for the development of the system for the European
Commission. Our opinion is not qualified in respect of this matter.

145 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

146 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying CINEA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying CINEA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

An overview of the action taken in response to the ECA’s observations from

previous years is provided in the Annex.
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Annex — Follow-up of previous years’ observations

Year of ECA
observation

Number

1 2022

ECA observation (summary)

CINEA’s SUMMA user management system is
managed by DG BUDG, which is responsible for
granting and removing SUMMA users’ rights on
the basis of information provided by CINEA. The
fact that CINEA does not yet directly manage
access rights, as it did for the predecessor
system, may mean a risk that the user roles in
SUMMA will not be correctly assigned and
updated, in line with Article 36(3)(a) of the
Financial Regulation.

CINEA’s manual of financial procedures has not
yet been updated to reflect the workflows and
language used in SUMMA.

The accounting officer’s report on the validation
of SUMMA contained details of an incident in
which, in January 2023, an initiating agent had
introduced a budgetary amendment for
December 2022 which had changed the
budgetary outturn for the year, even though the

Corrective action taken and other relevant
developments (summary)

DG BUDG was still in charge of granting and
removing access rights in 2023.

Locally, CINEA continued to manage access
rights, including them in its annual independent
validations and making other checks to ensure
that any inconsistencies were detected in good
time and steps were taken to resolve them.

CINEA updated and adapted its manual of
financial procedures in 2023.

We we identified no data integrity incidents in
2023.
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Status of ECA
observation

(Open / Closed)

Open
as regards user
management

Closed
as regards manual
of financial
procedures and
data integrity
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European Climate Infrastructure and Environment Executive Agency (CINEA)

Status of ECA
Year of ECA Corrective action taken and other relevant observation

Number ECA observation (summary)

observation developments (summary)

(Open / Closed)

2022 budget year should no longer have been
open for amendment.

We also identified two incidents of
inconsistencies (involving the artificial splitting of
payments) affecting budgetary reporting. These
demonstrate the need to ensure that the
controls built into SUMMA can safeguard data
integrity.
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CINEA's reply

The Agency has taken note of the ECA’s report.
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European Education and Culture Executive Agency (EACEA)

3.40. European Education and Culture
Executive Agency (EACEA)

The European Education and Culture Executive Agency (EACEA), located in
Brussels, was established by Commission Implementing Decision (EU) 2021/173, which will
remain applicable until 31 December 2028. EACEA succeeded and replaced the Education,
Audiovisual and Culture Executive Agency, established in 2005. EACEA focuses on educational
and creative activities, and on projects close to EU citizens. EACEA manages funding for
education, culture, the audio-visual sector, sport, citizenship and volunteering. Figure 3.40.1
presents key figures for EACEA".

Figure 3.40.1 — Key figures for EACEA

Budget (million euros)* Staff (as at 31 December)**

ED) ® . m13

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EACEA for the 2022 and 2023 financial years; staff figures provided by
EACEA.

Our audit approach, the basis for our opinion, the responsibilities of EACEA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

47 More information on EACEA’s role and activities is available on its website:
http://www.eacea.ec.europa.eu/.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D0173
http://www.eacea.ec.europa.eu/
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European Education and Culture Executive Agency (EACEA)

Opinion

We have audited:

(a) the accounts of the European Education and Culture Executive Agency (EACEA),
which comprise the financial statements'*® and the reports on the implementation
of EACEA’s budget**® for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EACEA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EACEA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

148 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

143 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EACEA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EACEA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

An overview of the action taken in response to the ECA’s observations from

previous years is provided in the Annex.
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European Education and Culture Executive Agency (EACEA)
Annex — Follow-up of previous years’ observations

Status of ECA
observation

Year of ECA Corrective action taken and other relevant
Number

ECA observation (summary)

observation developments (summary)

(Open / Closed)

A high level of carry-overs contradicts the
budgetary principle of annuality and suggests

1 2021 . . . .
structural issues in the implementation of the
budget.

The overall carry-over rate in 2023 was 8 %. Closed
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EACEA's reply

The Agency has taken note of the Court’s report.
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European Innovation Council and SMEs Executive Agency (EISMEA)

3.41. European Innovation Council and
SMEs Executive Agency (EISMEA)

The European Innovation Council and SME Executive Agency (EISMEA), located in
Brussels, was established by Commission Implementing Decision (EU) 2021/173, which will
remain applicable until 31 December 2028. EISMEA succeeded and replaced the Executive
Agency for Small and Medium-sized Enterprises (EASME), established in 2013, and is a
successor to the Intelligent Energy Executive Agency, established in 2003. EISMEA’s mission is
to reinforce the EU’s position as a global leader in research and innovation by providing
support to European innovators, researchers, businesses and consumers. Figure 3.41.1
presents key figures for EISMEA.

Figure 3.41.1 — Key figures for EISMEA

Budget (million euros)* Staff (as at 31 December)**

D — [ aac

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of EISMEA for the 2022 and 2023 financial years; staff figures provided by
EISMEA.

Our audit approach, the basis for our opinion, the responsibilities of EISMEA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D0173
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European Innovation Council and SMEs Executive Agency (EISMEA)

Opinion

We have audited:

(a) the accounts of the European Innovation Council and SMEs Executive Agency
(EISMEA), which comprise the financial statements’*? and the reports on the
implementation of EISMEA’s budget'>* for the financial year ended 31 December
2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, EISMEA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, EISMEA’s financial position as at 31 December
2023, the results of its operations, its cash flows, and the changes in net assets for the
year then ended, in accordance with its financial regulation and with accounting rules
adopted by the Commission’s accounting officer. These are based on internationally
accepted accounting standards for the public sector.

150 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

151 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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European Innovation Council and SMEs Executive Agency (EISMEA)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying EISMEA'’s accounts for the year
ended 31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying EISMEA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

On 15 September 2023 EISMEA moved to new premises in the North Light
building (SB34) in Brussels, without a formal legal agreement with the OIB. There was an oral
agreement between the parties, which was supported by an exchange of emails and
communications between the OIB and EISMEA. By not having a formal agreement, EISMEA
assumed multiple risks related not only to financial aspects, but also to staff safety and
security. At the time of our audit, the formal legal agreement for the provision of services to
EISMEA in the SB34 building had not yet been signed.

Furthermore, on 21 December 2023, EISMEA paid €418.5 thousand for the balance of the
services provided by the OIB, related to the COV2 building in 2022, based on calculations
provided by the OIB in December 2023, without the OIB issuing the corresponding debit note.
This does not comply with Articles 97 — 102 of the EU Financial Regulation and shows a
significant deficiency in EISMEA’s management and control systems.

We noted that EISMEA had not recorded these deviations in the registry of exceptions.

Several members of EISMEA staff authorised mission travel orders without a
formal delegation from the responsible authorising officer. This happened for 62 % of all
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mission orders signed in 2023. This contravenes Article 73 of the Financial Regulation and
Articles 4(a) and 4(b) of the “EISMEA internal guidelines for missions”.

An overview of the action taken in response to the ECA’s observations from
previous years is provided in the Annex.



European Innovation Council and SMEs Executive Agency (EISMEA)

Annex — Follow-up of previous years’ observations

Year of ECA
observation

Number

1 2019

ECA observation (summary)

EASME signed a legal commitment without
having a corresponding budgetary commitment
in place. This instance of non-compliance was not
recorded in the register of exceptions and was
not followed up by EASME. Four further such
cases also occurred under similar circumstances.
Descriptions of these further errors had been
recorded in the register of exceptions. This raises
specific concerns about the risk of irregularities
in the management of EASME’s commitments.

Corrective action taken and other relevant
developments (summary)

EISMEA implemented measures to mitigate the
issue:

(a) specific training for authorising officers,
staff and newcomers;

(b) responsible authorising officers are
required to follow up and report on the
implementation of corrective actions
related to deviations through an internal
follow-up twice a year, which is duly
checked by the internal control team; and

(c) EISMEA management is regularly reminded
about the occurrences of deviations,
through semestrial overview reports.

Only two similar situations (legal commitment
without having the corresponding budgetary
commitment in place) have been reported for
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Status of ECA
observation

(Open / Closed)

Closed




Number

Year of ECA
observation

European Innovation Council and SMEs Executive Agency (EISMEA)

ECA observation (summary)

Corrective action taken and other relevant
developments (summary)

2023 (item 18 for €138 thousand and item 22 for
€500).

354

Status of ECA
observation

(Open / Closed)

2021

In 2020 and 2021, EISMEA made several entries
related to contract management issues in its
registry of exceptions and non-compliance
events. This recurrence of non-compliance
events during the implementation of contracts
suggests a weakness in EISMEA’s internal
controls. This could expose EISMEA to financial,
legal and reputational risks.

Although only two minor (<€700 together)
similar cases were included in the registry
exceptions and non-compliance events for 2023,
we have identified additional non-compliance
events not recorded in this registry (see
paragraph 3.41.8).

Open

2022

In 2022, we found internal control weaknesses in
the implementation of a digital communication
services contract of €80.5 thousand.

The invoices for the three interim payments were
not accompanied by activity reports as stipulated
in the specific contract.

There were significant delays in the receipt of
invoices resulting in final payments being made
before the interim payments.

The specific contract expired in March 2022.

Closed
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European Innovation Council and SMEs Executive Agency (EISMEA)

EISMEA's reply

3.41.8. EISMEA agrees with the observation of the ECA. However, while it is confirmed that
there was no signed agreement with OIB, there was an agreement, which was based on
exchange of written communication, but this was not formalised in a signed service level
agreement (SLA) before the move. The same situation (lack of signed SLA before the move)
applies to another Executive Agency which moved to the SB34 building in 2023.

In relation with the balance of the services provided by the OIB, EISMEA proceeded with the
payment without receiving the corresponding Debit Note in order to maximise the budget
execution and use C8 appropriations from the 2022 committed budget, instead of using the
2024 C1 appropriations. This should have been recorded in the registry of exception.

3.41.9. EISMEA agrees with the observation of the ECA. Since 2024, EISMEA has taken actions
to formalise the delegation procedures in MIPS and the “Internal Guidelines for missions” have
been updated accordingly.
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3.42. European Research Council
Executive Agency (ERCEA)

The European Research Council Executive Agency (ERCEA), located in Brussels,
was established by Commission Decision 2008/37/EC, subsequently repealed and most
recently replaced by Commission Implementing Decision (EU) 2021/173, which will remain
applicable until 31 December 2028. ERCEA is responsible for the implementation of the
European Research Council action under Horizon Europe. Figure 3.42.1 presents key figures for
ERCEA™,

Figure 3.42.1 — Key figures for ERCEA

Budget (million euros)* Staff (as at 31 December)**
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>~ ik »

* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of ERCEA for the 2022 and 2023 financial years; staff figures provided by
ERCEA.

Our audit approach, the basis for our opinion, the responsibilities of ERCEA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

152 More information on ERCEA’s role and activities is available on its website:
https://erc.europa.eu/about-erc/erc-executive-agency-ercea.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32008D0037&qid=1651477134498
https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX%3A32021D0173
https://erc.europa.eu/about-erc/erc-executive-agency-ercea
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European Research Council Executive Agency (ERCEA)

Opinion

We have audited:

(a) the accounts of the European Research Council Executive Agency (ERCEA), which
comprise the financial statements*>® and the reports on the implementation of
ERCEA’s budget'* for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, ERCEA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, ERCEA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

153 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

154 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying ERCEA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying ERCEA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

The observations which follow do not call the ECA’s opinion into question.

In 2023, ERCEA renewed the lease with the owner of its premises in Brussels for
an estimated amount of €16.1 million over 5 years. The Director’s decision to sign the renewal
was taken in the face of the explicit objection of a majority of the five members of the ERCEA
steering committee.

The Director did not consider this objection binding because this majority was formed by the
three members from the Commission whilst the steering committee’s rules of procedure
require that a majority must include at least one of the two members that are not Commission
officials.

We note that those rules of procedure are incompatible with Article 8(6) of Council
Regulation (EC) No 58/2003, pursuant to which decisions of the steering committee are to be
adopted by a simple majority of its members. This incompatibility of the two norms entails an
irregularity because a lower rank norm (the rules of procedure) cannot overrule a higher rank
norm (the Council Regulation).

As the legality of the rules of procedure had not been contested before, the Director presumed
that the Steering Committee had not taken a valid decision to oppose the renewal of the lease.
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However, the Commission had made clear that it opposed the renewal of the lease. This
position was taken up by the three members of the steering committee appointed by the
Commission. The decision to ignore this opposition ran counter to the spirit of Regulation
No 58/2003, in particular Recitals 9-12 and Articles 1, 7(1), 9(3) and 13(1), (2) & (4) thereof,
according to which the Commission must be able closely to circumscribe the action of each
executive agency and maintain real control over its operation, and in particular its governing
bodies.

While ERCEA managed to negotiate a lower rent for its premises, we note that the Commission
had made available to ERCEA vacant premises in the same building for which a lease contract

was on going.
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European Research Council Executive Agency (ERCEA)

ERCEA’s reply

3.42.8. ERCEA takes note of the Court’s opinion that the ERCEA Steering Committee’s Rules of
Procedure are currently not compatible with the Regulation 58/2003. The ERCEA Director is
ready to raise the issue of the said rules with the Steering Committee with a view to ensuring
this compatibility while reflecting both the ERC'’s specific governance and the ERCEA Steering
Committee’s decision not to adopt any measure against the opposition of the two members
from the ERC Scientific Council.

ERCEA considers that, in the absence of a specific requirement in the legal framework
concerning the Steering Committee’s prior approval of a decision by the Agency’s Director with
regard to the extension of a usufruct contract, the Agency’s Director complied with the
applicable legal and regulatory framework by keeping the ERCEA Steering Committee duly
informed.

The Scientific Council and ERCEA considered that the option to move to the lower floors was
not sufficiently detailed.
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European Health and Digital Executive Agency (HaDEA)

3.43. European Health and Digital
Executive Agency (HaDEA)

The European Health and Digital Executive Agency (HaDEA), located in Brussels,
was established by Commission Implementing Decision (EU) 2021/173, which will remain
applicable until 31 December 2028. HaDEA’s tasks include managing EU action in the area of
public health and coordinating digital programmes in areas including industry and space.
Figure 3.43.1 presents key figures for HaDEA'*>.”

Figure 3.43.1 — Key figures for HaDEA

Budget (million euros)* Staff (as at 31 December)**
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* Budget figures are based on the total payment appropriations available during the financial year.

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of HaDEA for the 2022 and 2023 financial years; staff figures provided by
HaDEA.

Our audit approach, the basis for our opinion, the responsibilities of HaDEA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

155 More information on HaDEA’s role and activities is available on its website:
https://hadea.ec.europa.eu.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D0173
https://hadea.ec.europa.eu/index_en
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European Health and Digital Executive Agency (HaDEA)

Opinion

We have audited:

(a) the accounts of the European Health and Digital Executive Agency (HaDEA), which
comprise the financial statements*>° and the reports on the implementation of
HaDEA’s budget®*’ for the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, HaDEA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, HaDEA'’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its financial regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

156 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

57 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.
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Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying HaDEA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying HaDEA’s accounts for the year
ended 31 December 2023 are legal and regular in all material respects.

An overview of the action taken in response to the ECA’s observations from

previous years is provided in the Annex.



European Health and Digital Executive Agency (HaDEA)

Annex — Follow-up of previous years’ observations

Year of ECA
observation

Number

1 2022

ECA observation (summary)

We found weaknesses in four out of six audited
low-value procurement procedures (below

€15 thousand). These included unclear
descriptions of contract subjects, negotiations
with potential contractors starting before
invitations to tender were sent, certain costs
being included in the contractor’s offer but
omitted from the order forms, and award
decisions not having been signed by the
authorising officer.

Corrective action taken and other relevant
developments (summary)

HaDEA has started to use the Public Procurement
Management Tool, part of the e-procurement IT
platform, which supports the planning,
preparation and monitoring of all types of
procurement procedures. This allowed HaDEA to
address many of the issues identified in our
observation, but in 2023 we still found unclear
contract subject descriptions.
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Status of ECA
observation

(Open / Closed)

Open
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European Health and Digital Executive Agency (HaDEA)

HaDEA’s reply

The Agency has taken note of the ECA's report.



366

European Research Executive Agency (REA)

3.44. European Research Executive
Agency (REA)

The European Research Executive Agency (REA), located in Brussels, was
established by Commission Implementing Decision (EU) 2021/173, which will remain
applicable until 31 December 2028. REA succeeded and replaced the Research Executive
Agency, established in 2007. It supports the EU’s research and innovation policy by managing
projects supported by the Horizon Europe framework programme and its predecessor Horizon
2020. REA also manages the Research Fund for Coal and Steel and promotional measures for
agricultural products. Figure 3.44.1 presents key figures for REA**%.

Figure 3.44.1 — Key figures for REA

Budget (million euros)* Staff (as at 31 December)**
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»
* Budget figures are based on the total payment appropriations available during the financial year.

1%
e

**  “Staff” includes EU officials, EU temporary staff, EU contract staff and seconded national experts,
but excludes interim workers and consultants.

Source: Annual accounts of REA for the 2022 and 2023 financial years; staff figures provided by REA.

Our audit approach, the basis for our opinion, the responsibilities of REA’s
management and of those charged with governance, and the auditor’s responsibilities for the
audit of the accounts and underlying transactions, are described in section 3.1. The signature
on page 370 forms an integral part of the opinion.

158 More information on REA’s role and activities is available on its website:

WWww.ec.europa.eu/rea.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021D0173
http://www.ec.europa.eu/rea
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European Research Executive Agency (REA)

Opinion

We have audited:

(a) the accounts of the European Research Executive Agency (REA), which comprise the
financial statements'*® and the reports on the implementation of REA’s budget*®° for
the financial year ended 31 December 2023, and

(b) the legality and regularity of the transactions underlying those accounts,

as required by Article 287 of the Treaty on the Functioning of the European Union (TFEU).

Opinion on the reliability of the accounts

In our opinion, REA’s accounts for the year ended 31 December 2023
present fairly, in all material respects, REA’s financial position as at 31 December 2023,
the results of its operations, its cash flows, and the changes in net assets for the year then
ended, in accordance with its Financial Regulation and with accounting rules adopted by
the Commission’s accounting officer. These are based on internationally accepted
accounting standards for the public sector.

159 The financial statements comprise the balance sheet, the statement of financial
performance, the cash flow statement, the statement of changes in net assets and a
summary of significant accounting policies and other explanatory notes.

150 The reports on the implementation of the budget comprise the reports, which aggregate all
budgetary operations, and the explanatory notes.



European Research Executive Agency (REA)

Revenue

Opinion on the legality and regularity of revenue underlying the accounts

In our opinion, the revenue underlying REA’s accounts for the year ended
31 December 2023 is legal and regular in all material respects.

Payments

Opinion on the legality and regularity of payments underlying the accounts

In our opinion, the payments underlying REA’s accounts for the year ended
31 December 2023 are legal and regular in all material respects.
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European Research Executive Agency (REA)

REA's reply

The Agency has taken note of the ECA’s report.
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This report was adopted by Chamber 1V, headed by Mr Mihails Kozlovs, Member of the Court
of Auditors, in Luxembourg at its meeting of 17 September 2024,

For the Court of Auditors
)

Tony Murphy
President
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