ANNEXES

ANNEX 1 STATEMENT OF THE RESOURCES DIRECTOR

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

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

Brussels, 27 March 2015
SIGNED

Bruno Robert PRAGNELL

! SEC(2003)59 of 21.01.2003.
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ANNEX 2 HUMAN AND FINANCIAL RESOURCES

Table 1
Human Resources by ABB activity
Coc!e.ABB ABB Activity Establishment Plan External Personnel Total
Activity posts
Environmental policy at Union and
07 02 international level 350 95 445
Policy strategy and coordination for the
07 AWBL-02 Directorate-General for Environment 52 3 55
Administrative support for DG Environment
07 AWBL-01 and DG Climate Action 77 11 88*
Total 479 109 588
* 75% of SRD's staff work is allocated to DG ENV, 25% to DG CLIMA.
Table 2
Financial Resources by ABB activity (EUR)
implementation of Commitment Appropriations (CA)
Code ABB Activity ABB Activity Operatl.onal Administrative expenditure Total
expenditure
Global
envelope
07.010211
Environmental
policy at Union
and
international
07 02 i 1.953.076 3.142.713
Policy Strategy
and
07 AWBL - 02 coordination 388.425
Administrative
support for DG
ENV and DG
07 AWBL - 01 CLIMA 49.003
Total 384.642.128 3.580.141
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Table 3

9
FMC Credits Commitment Payment EXECGOTION
07 07.010211.00 ENV 3.580.141,5
07 07.010211.00.01.10 | ENV 1.760.000 | 1.391.098,34
07 07.010211.00.01.30 | ENV 15.000 9.830,58
07 07.010211.00.02.20 | ENV 814.113,78 610.044,85
07 07.010211.00.02.40 | ENV 284.872,92 273.430,63
07 07.010211.00.03 ENV 400.000 308.681,45
07
07.010211.00.04 ENV 38.009 38.009
07 07.010211.00.05 ENV 74.683,80 28.416,42
07 07.010211.00.06 ENV 193.462 150.477,74
07 Total 3.580.141,5 3.580.141,5 | 2.809.989,51 100,00%
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AAR 2014 Version 1

Annex 3 Financial Reports - DG ENV -

Financial Year 2014

Table 1 : Commitments

Table 2 : Payments

Table 3 : Commitments to be settled

Table 4 : Balance Sheet

Table 5 : Statement of Financial Performance

Table 6 : Average Payment Times

Table 7 : Income

Table 8 : Recovery of undue Payments

Table 9 : Ageing Balance of Recovery Orders

Table 10 : Waivers of Recovery Orders

Table 11 : Negotiated Procedures (excluding Building Contracts)

Table 12 : Summary of Procedures (excluding Building Contracts)

Table 13 : Building Contracts

Table 14 : Contracts declared Secret

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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Additional comments

Note : The figures are those related to the provisional Annex 3 Financial Reports - DG ENV
accounts and not yet audited by the Court of Auditors Report printed on 20/03/2015



Competitiveness of enterprises and small
and medium-sized enterprises (COSME)

Total Title 02

European Maritime and Fisheries Fund

07 07 01 Adm!nlstratlve expendlture of the 18,38 181 98,47 %
Environment- policy area
07 02 !Envnronmental policy at Union and 167,02 161,82 96,89 %
international level
Total Title 07 185,4 179,92 97,04%

0,
11 1106 (EMFF) 3,26 3,26 99,94 %
Total Title 11 3,26 3,26 99,94%
Total DG ENV 188,66 183,18 97,09 %

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

appropriations carried over from the previous exercise, budget amendments as well as miscellaneous

commitment appropriations for the period (e.g. internal and external assigned revenue).

% Outturn on commitment appropriations
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Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors

11 06
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02 |0202

Competitiveness of enterprises and small and medium-
sized enterprises (COSME)

4,15

3,75

90,22 %

Total Title 02

4,15

3,75

90,22%

07 07 01 Administrative expenditure of the "Environment- policy area 33,77 18,78 55,61 %
07 02 Environmental policy at Union and international level 286,02 283,69 99,18 %
Total Title 07 319,8 302,47 94,58%

11 11 06 European Maritime and Fisheries Fund (EMFF) 1,29 1,29 100,00 %
Total Title 11 1,29 1,29 100,00%
Total DG ENV 325,25 307,51 94,55 %

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

appropriations carried over from the previous exercise, budget amendments as well as miscellaneous payment

appropriations for the period (e.g. internal and external assigned revenue).

="% Outturn on payment appropriations"”
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Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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02 (0202

Competitiveness of enterprises and small
and medium-sized enterprises (COSME)

0,00

#DIV/0

6,02

6,02

9,76

Total Title 02

Administrative expenditure of the

0,00

#DIV/O

6,02

6,02

9,76

European Maritime and Fisheries Fund

07 |0701 Admi . 181 3,77 14,33 79,19 % 0,00 14,33 15,39
Environment- policy area
07 02 Environmental policy at Union and 161,82 56,11 105,71 65,33 % 787,62 893,33 1036,51
international level
Total Title 07 179,92 59,88 120,05 66,72% 787,62 907,66 1.051,91

0,
11 |1106 (EMFF) 3,26 0,00 3,26 100,00 % 2,38 5,64 3,77
Total Title 11 3,26 0,00 3,26 100,00% 2,38 5,64 3,77
Total DG ENV 183,18 59,88 123,3 67,31 % 796,02 919,32 1.065,44

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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="Breakdown of Commitments remaining to be settled (in Mio EUR)"
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TABLE 4 :

BALANCE SHEET

BALANCE SHEET

2014

2013

A.l. NON CURRENT ASSETS

A.1.6. Non-Current Pre-Financing
A.l.7. OLD LT Pre-Financing

A.ll. CURRENT ASSETS

A.11.2. Current Pre-Financing
A.ll.4. Exchange Receivables
A.l.5. Non-Exchange Receivables
A.ll.7. Cash and Cash Equivalents

53.528.311,31

53.528.311,31
0,00

166.543.527,01

108.338.463,87
1.157.790,22
53.797.272,92
3.250.000,00

62.178.928,35

62.178.928,35

133.586.149,45

119.126.756,22
1.327.952,56
13.131.440,67

ASSETS

220.071.838,32

195.765.077,8

P.lll. CURRENT LIABILITIES

P.IIl.4. Accounts Payable

P.I11.5. Accrued charges and deferred incom

-131.901.823,51

-31.130.288,76
-100.771.534,75

-125.372.857,79

-25.676.224,49
-99.696.633,30

LIABILITIES

-131.901.823,51

-125.372.857,79

NET ASSETS (ASSETS less LIABILITIES)

88.170.014,81

70.392.220,01

P.1.2. Accumulated Surplus / Deficit

360.695.278,13

38.006.086,46

Non-allocated central (surplus)/deficit*

-448.865.292,94

-108.398.306,47

TOTAL

0,00

0,00

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

is not in equilibrium.

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

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors

Annex 3 Financial Reports - DG ENV
Report printed on 20/03/2015




TABLE 5 : STATEMENT OF FINANCIAL PERFORMANCE

STATEMENT OF FINANCIAL PERFORMANCE

2014

2013

II.1 REVENUES

-53.053.624,64

-14.797.247,33

[1.1.1. NON-EXCHANGE REVENUES

-568.432.360,57

-21.046.384,08

[1.1.1.4. FINES -563.013.600,00 -16.148.000,00
[1.1.1.5. RECOVERY OF EXPENSES -1.028.691,67 -469.660,55
[1.1.1.6. OTHER NON-EXCHANGE REVE" -4.390.068,90 -4.428.723,53
[1.1.2. EXCHANGE REVENUES 5.378.735,93 6.249.136,75
[1.1.2.1. FINANCIAL INCOME -179.439,07 -208.423,60
11.11.2.2. OTHER EXCHANGE REVENUE 5.558.175,00 6.457.560,35

[1.2. EXPENSES 328.776.810,45 337.486.439
[1.2. EXPENSES 328.776.810,45 337.486.439

11.2.10.0THER EXPENSES

[1.2.2. EXP IMPLEM BY COMMISS&EX.AC
[1.2.3. EXP IMPL BY OTH EU AGENC&BC
[1.2.4. EXP IMPL BY 3RD CNTR & INT OR
[1.2.5. EXP IMPLEM BY OTHER ENTITIES
[1.2.6. STAFF AND PENSION COSTS
[1.2.8. FINANCE COSTS

17.814.957,67
254.473.063,61
48.491.046,89
8.059.013,02
197.554,65
-309.546,60
50.721,21

19.783.084,50
262.546.372,05
48.459.898,76
7.368.065,92
306.807,47
-1.006.211,80
28.422,10

STATEMENT OF FINANCIAL PERFORMANCE

275.723.185,81

322.689.191,67

Explanatory Notes (facultative):

Please enter the text directly (no copy/paste of formatted text which would then disappear when saving
the document in pdf), use \\"ctri+enter\\\" to go to the next line and \\"enter\\\" to validate your typing.

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

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

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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TABLE 6: AVERAGE PAYMENT TIMES FOR 2014 - DG ENV

Legal Times
. Nbr of
e Total Number Payments ATIEER Nbr of Late TR
Payment A Percentage Payment Percentage Payment
- of Payments within Time . Payments .
Time (Days) Limit Times (Days) Times (Days)
30 960 911 94,90 % 12,68 49 5,10 % 43,78
45 73 52 71,23 % 24,04 21 28,77 % 144,14
60 109 109 100,00 % 18,21
90 37 37 100,00 % 63,32
105 285 191 67,02 % 70,04 94 32,98 % 170,64
I;’:,a;;'n“':r‘"::’ 1464 1300 88,80 % 164 11,20 %
Average
Payment 35,33 23,47 129,34
Time
Target Times
Nbr of
leck Total Number Payments ATLEED Nbr of Late ATLETD
Payment ey Percentage Payment Percentage Payment
. of Payments within . Payments .
Time (Days) Target Time Times (Days) Times (Days)
20 54 25 46,30 % 15,84 29 53,70 % 24,31
30 314 257 81,85 % 13,73 57 18,15 % 79,21
90 284 120 42,25 % 54,02 164 57,75 % 139,81
I?:fa'yr:l‘::"::r 652 402 61,66 % 250 38,34 %
Average
Payment 59,13 25,89 112,6
Time
Suspensions
Average Report Average o
Approval Payment ;‘ 06 i % of Total Lei] ST @F o] Total Paid
. . uspended Number of Suspended Total
Suspension Suspension P t Number P t P t A t Amount
Days Days ayments ayments ayments moun
12 68 279 19,06 % 1464 75.436.419,75| 23,83 %| 316.593.578,61

Late Interest paid in 2014

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors

DG GL Account Description Amount (Eur)
ENV 65010000 Interest expense on late payment of charges 0,00
ENV 65010100 Interest on late payment of charges New FR 55 154,51
55 154,51
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TABLE 7 : SITUATION ON REVENUE AND INCOME IN 2014

Revenue and income recognized Revenue and income cashed from Outstanding
Chapter Current year RO Carried over RO Total Current Year RO Carried over RO Total balance
1 2 3=1+2 4 5) 6=4+5 7=3-6
REVENUE FROM INVESTMENTS OR LOANS
52 GRANTED, BANK AND OTHER INTEREST 183.632,66 7.840,11 191.472,77 183.632,66 7.375,24 191.007,9 464,87
OTHER CONTRIBUTIONS AND REFUNDS IN
57 CONNECTION WITH THE ADMINISTRATIVE 2.029,92 0 2.029,92 2.029,92 0 2.029,92 0
OPERATION OF THE INSTITUTION
60 CONTRIBUTIONS TO UNION PROGRAMMES 4.390.068,9 0 4.390.068,9 4.390.068,9 0 4.390.068,9 0
66 OTHER CONTRIBUTIONS AND REFUNDS 4.997.398,99 2.183.914,73 7.181.313,72 3.640.341,96 1.188.052,67 4.828.394,63 2.352.919,09
71 FINES 2.506.800 10.000.000 12.506.800 2.506.800 10.000.000 12.506.800 0
Total DG ENV 12.079.930,47 12.191.754,84 24.271.685,31 10.722.873,44 11.195.427,91 21.918.301,35 2.353.383,96

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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TABLE 8 : RECOVERY OF UNDUE PAYMENTS
(Number of Recovery Contexts and corresponding Transaction Amount)

INCOME BUDGET

ORRD'IEE%(;\:SEJED Error Irregularity OLAF Notified TOTAL Qualified (incl_Tr?;fj:uzﬁﬁe . % Qualified/Total RC
IN 2014
{C?)ar;r?'lfit%r;?}itr; Nbr RO Amount Nbr RO Amount Nbr RO Amount Nbr RO Amount Nbr RO Amount Nbr RO Amount
2003 2 53.253,88 2 53.253,88 2 53.253,88 100,00% 100,00%
2004 3 40.751,07 3 40.751,07 3 40.751,07 100,00% 100,00%
2006 8 690.316,49 1 44.176,88 9 734.493,37 9 734.493,37 100,00% 100,00%
2008 4 143.468,65 1 75.539,24 5 219.007,89 5 219.007,89 100,00% 100,00%
2009 2 69.759,48 2 69.759,48 2 69.759,48 100,00% 100,00%
2010 1 131.327,17 3 75.236,45 4 206.563,62 10 1.405.184,41 40,00% 14,70%
2011 4 1.221.055,5 4 1.221.055,50 4 1.221.055,50 100,00% 100,00%
2012 2 149.723,04 2 149.723,04 3 1.572.597,12 66,67% 9,52%
2013 1 330.548,4 1 330.548,40 3 737.189,07 33,33% 44,84%
2014 2 3.323,22
No Link 2 2.506.800,00
Sub-Total 1 131.327,17 29 2.774.112,96 2 119.716,12 32 3.025.156,25 45 8.563.415,01 71,11% 35,33%
EXPENSES BUDGET Error Irregularity OLAF Notified TOTAL Qualified . UL RC_ . % Qualified/Total RC
(incl. non-qualified)
Nbr Amount Nbr Amount Nbr Amount Nbr Amount Nbr Amount Nbr Amount
INCOME LINES IN
INVOICES
gggTEéﬂlBNll'g IN 2 68.423,11 128 6.593.908,33 130 6.662.331,44 133 6.666.006,95 97,74% 99,94%
CREDIT NOTES 8 890.324,34 1 299.670,4 9 1.189.994,74 9 1.189.994,74 100,00% 100,00%
Sub-Total 10 958.747,45| 129 6.893.578,73 139 7.852.326,18 142 7.856.001,69 97,89% 99,95%
GRAND TOTAL 1 1.090.074,62| 158 9.667.691,69 2 119.716,12 171 10.877.482,43 187 16.419.416,7 91,44% 47,82%

Note : The figures are those related to the provisional accounts and not yet audited
by the Court of Auditors. The provisional closure will be based on the recovery
context situation at 31/01/2015.
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TABLE 9: AGEING BALANCE OF RECOVERY ORDERS AT 31/12/2014 FOR ENV

Open Amount

Open Amount

S S v TR TREET | o
2005 1 1 0,00 % 4.366,51 4.366,51 0,00 %
2008 2 2 0,00 % 172.550,44 172.550,44 0,00 %
2009 2 1 -50,00 % 208.498,06 64.086,52 -69,26 %
2010 2 1 -50,00 % 163.858,57 162.695,57 -0,71 %
2011 2 -100,00 % 1.040.585,46 -100,00 %
2012 3 2 -33,33 % 436.371,21 554.460,75 27,06 %
2013 8 1 -87,50 % 10.165.524,59 38.167,14 -99,62 %
2014 10 1.357.057,03

20 18 -10,00 % 12.191.754,84 2.353.383,96 -80,70 %

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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TABLE 10 : RECOVERY ORDER WAIVERS IN 2014 >= EUR 100.000

RO
Waiver Linked RO Accepted Commission
Central Key Central Key Amount L2 LGB e Decision RIS
(Eur)
1 3233140197 3241101231 -962.440,80 |Private Companies
Total DG -962.440,80|

‘Number of RO waivers

1

Justifications:

Please enter the text directly (no copy/paste of formatted text which would then disappear when
saving the document in pdf), use "ctrl+enter" to go to the next line and "enter" to validate your typing.

Note : The figures are those related to the provisional
accounts and not yet audited by the Court of Auditors
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TABLE 11 : CENSUS OF NEGOTIATED PROCEDURES - DG ENV - 2014

Procurement > EUR 60,000

Negotiated Procedure

Legal base Number of Procedures Amount (€)
Art. 134.1(b) 2 1.549.949,00
Art. 134.1(c) 1 1.500.000,00
Total 3 3.049.949,00
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TABLE 12 : SUMMARY OF PROCEDURES OF DG ENV EXCLUDING BUILDING CONTRACTS

Internal Procedures > € 60,000

Procedure Type Count Amount (€)

Call for expressions of interest - List of vendors (Art. 136.1(b) RAP) 1 99.920,00
Call for expressions of interest - Pre-selection of candidates (Art.
136.1(a) RAP) 1 117.090,00
Exceptional Negotiated Procedure without publication of a contract
notice (Art. 134 RAP) € SRR
Open Procedure (Art. 127.2 RAP) 28 89.872.671,50
Restricted Procedure (Art. 127.2 RAP) 18 2.273.508,35

TOTAL 51 95.413.138,85

Additional comments
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TABLE 13 : BUILDING CONTRACTS

Total number of contracts :

Total amount :

Legal base

Contract
Number

Contractor Name

Description

Amount (€)
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TABLE 14 : CONTRACTS DECLARED SECRET

Total Number of Contracts :

Total amount :

Legal base

Contract
Number

Contractor Name

Type of
contract

Description

Amount (€)
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ANNEX 4 MATERIALITY CRITERIA

Section 2.1 of this report sets out the main elements used to identify possible weaknesses in the
internal control system. The significance/materiality of any weaknesses identified is assessed
according to the following criteria:

1
T

2

. Qualitative criteria

he qualitative criteria for assessing the significance of any weaknesses identified are:

the nature and scope of the weakness

the duration of the weakness

the existence of compensatory measures

the existence of effective corrective actions to correct the weaknesses
the residual reputational, financial, operational and legal/regulatory risk

. Quantitative criteria

Concerning legality and regularity, a weakness is considered material if the value of the errors in the
transactions affected by the weakness is estimated to represent more than 2% of the authorised

Y

ayments of the reporting year of ABB activity 0702.

Note: The method for estimating the amount at risk is explained in detail in section 2.
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ANNEX 5: Internal Control Template(s) for budget implementation (ICTs)

Procurement — direct management

Stage 1: Procurement
A: Planning

Main control objectives: Effectiveness, efficiency and economy. Compliance (legality and regularity)

Main risks

Mitigating controls

Coverage, frequency and
depth

Costs and benefits of controls

Control indicators

e Needs not well defined

Individual standardised
fiche to be drafted for the
Man Plan process.

e Once per year for every
envisaged action. Fiche
includes objectives and
purpose of the action, as
well as a short budget
estimate.

e Costs: estimation of costs
involved

e  Benefits: Prioritization and
proper usage of DGs'
budget

Effectiveness:

e Low number of changes
done to the Management
Plan;

e High percentage of
executed Management
Plan at the end of the
year.

Efficiency:

e  Cost of preparing Man
Plan fiches compared to
cost of insufficient
prioritization and poor
definition of needs.

e  Poor budget planning
(over/ under estimating)

Revision of each fiche by
the finance Unit (FU);
Briefing to the AOD done by
the FU before the bilateral
meeting with the
Directorate.

e Once per year for every
envisaged action; its
validity, choice of
procedure and budget
line, budget estimate;

e Once per year for every
Directorate.

e Costs: estimation of costs
involved

e  Benefits: assuring
compliance with Financial
Regulation, efficient
budget estimate and

Effectiveness:
e Low percentage of
cancelled procedures and
offers of poor quality.

Efficiency:
e  Cost of reviewing Man

env_aar_2014_annexes
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Main risks

Mitigating controls

Coverage, frequency and
depth

Costs and benefits of controls

Control indicators

selection of proper
procedure

Plan fiches compared to
costs from not assuring
compliance with Financial
Regulation, inefficient
budget estimate and
selection of wrong
procedure.

e Lack of competition

Prior information notice
(PIN )published;

Desk officers consider
possible market response
before publishing tenders
(market research).

e Once per year- 1%

quarter of the year. PIN
provides an overview of
foreseen contracts; its
subject and approximate
value.

e  Costs: estimation of costs
involved

e Benefits: steady decrease
of cancelled procedures
and insufficient number of
offers; receipt of better
offers.

Effectiveness:
e Higher average number of
offers received per
procedure.

Efficiency:

e Cost of publishing PIN and
performing market
research compared to cost
of cancelling or repeating
a procedure.

e Insufficient time
allocation

Management plan launch
dates;

Financial dashboard;
Individual follow-up by FU
of procedures which are
late;

Planning tool provided on
the Intranet pages of SRD2.

e Allitems in management

plan have a target date
for launch;

e Financial dashboards

monitor compliance with
target launch dates set
in Management Plan.
Produced 6 times per
year;

e Monitoring covers all

items in the
management plan;

e Establishing a time table

for every procedure.

e  Costs: estimation of costs
involved

e  Benefits: avoidance of
bottlenecks at the end of
the year; decrease risks of
contracts not signed
before end of the year.

Effectiveness:
e Low number of global
commitments;
e High level of budgetary
execution;
e Evenly distributed
budgetary execution.

Efficiency:

e  Cost of proper planning
and time allocation
compared to cost of poor
budget/ Man Plan
implementation.
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B: Needs assessment & definition of needs

Main control objectives: Effectiveness, efficiency and economy. Compliance (legality and regularity)

Main risks

Mitigating controls

Coverage, frequency and depth

Costs and benefits of controls

Control indicators

e  Poor quality of tender
specifications and
selection of wrong
procedure

Consultation with the FU
during preparatory stage
and agreement on the
final version of the tender
specifications;

Additional verification and
AOSD supervision
(upstream control);
Training organized by the
FU on drafting the tender
specifications.

100% of tender
specifications above
financial threshold of
60.000 euro, restricted
calls and negotiated
procedures are reviewed
and scrutinised;

Files above 500.000€ and
sensitive files;

Costs: estimation of costs
involved

Benefits: better quality
tender specifications, limit
the risk of litigation, limit
the risk of cancellation of
tender, better informed
desk officers.

Effectiveness:

e Very low number of
procedures where only
one or no offers were
received;

e  Average number of
requests for clarification
per tender.

Efficiency:

e  Cost of financial
verification and
organization of trainings
compared to cost of
cancelling or repeating a
procedure.
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C: Selection of the offer and evaluation

Main control objectives: Effectiveness, efficiency and economy. Compliance (legality and regularity). Fraud prevention and detection

Main risks

Mitigating controls

Coverage, frequency and depth

Costs and benefits of controls

Control indicators

Biased, inaccurate, unfair
evaluation procedure

Opening Committee and
Evaluation Committee;
Opinion by consultative
committee ENVAC;
Standstill period,
opportunity for
unsuccessful tenderers
to put forward their
concerns on the
decision;

Training organized by
the FU on evaluation of
tenders;

Model evaluation report
and guidelines;
Tenderers able to attend
openings;

Award decision
communicated to
tenderers.

. Formal evaluation process;
nomination of the
Committees by the AOS
for every file above
60.000, 00€. Minimum of
three members (one from
another Directorate);

. ENVAC assesses full
procurement and
evaluation process and the
draft award decision for all
files above 500.000, 00€
and number of files below
the amount by a random
selection (all documents
related to the
procurement procedure
publications, committee
reports, winning offer,
draft contract);

° 100% when conditions are
fulfilled; Templates and
guidelines up-to-date
following DG BUDG
updates;

. For open calls tenderers

e Costs: Estimation of costs
involved.

e Benefits: Compliance with
FR, prevention of fraud,
limit the risk of litigation,
better quality PVs,
composition of the
evaluation team ensures
neutrality and objectivity,
transparency

Effectiveness:

e Low number of files
rejected or suspended for
comments by ENVAC.

Efficiency:

e  Cost of staff involved
(opening, evaluation
committee members,
ENVAC members, FU)
compared to cost of
possible litigation.
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are able to attend the
opening of offers;
Successful and
unsuccessful tenderers
always informed on the
evaluation outcome.

¢ Confidentiality issues/
conflict of interest

Opening and Evaluation
Committee members'
signed declaration of
absence of conflict of
interests;

Checks by the FU.

100% of the members of
the opening committee
and the evaluation
committee;

Red flags checked by the
FU for every file.

Costs: Estimation of costs
involved.

Benefits: Potential
irregularities/inefficiencies
prevented.

Effectiveness:
e No or very low amount of
indemnities.

Efficiency:
e Cost of FU staff involved
compared to cost of
possible litigation.

e Inadequate number of
offers/ poor quality offers

Award criteria
announced in advance;
FR followed in terms of
minimum time granted
for preparation of
tenders.

Award criteria in every
tender specifications
published with the call;
100% FR respected.

Costs: Estimation of costs
involved.

Benefits: Ensure better
quality offers.

Effectiveness:
e Low number of cancelled
procedures.

Efficiency:

e  Cost of financial unit
staff involved
compared to cost of
possible procedure
cancellation or
repetition.

e Unreliable contractor/
False declarations

Exclusion criteria
determined;

Early warning system
(EWS);

Satisfaction certificates.

100% checked. The
required documents
provided by the tenderers
are consistent with the
specifications and
appropriate for evaluation
purposes (as required by
the FR); Financial turnover
and declaration on
honour;

Costs: Estimation of costs
involved.

Benefits: Avoid
contracting with excluded
economic operators.

Effectiveness:
e Low number of
discontinued contracts.

Efficiency:

e  Cost of staff involved
compared to cost of
contract discontinuation.
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. 100% of successful
contractors checked in the
EWS;

. Satisfaction certificates
are an increasing
requirement in tender
specifications, especially
for high value or sensitive
files.

Stage 2: Contract implementation and Financial transactions

Main control objectives: Ensuring that the implementation of the contract is in compliance with the signed contract

Main risks

Mitigating controls

Coverage, frequency and depth

Costs and benefits of controls

Control indicators

e  Contractor fails to deliver
all that was contracted in
accordance with technical
description and terms and
conditions of the
contracts

e Business discontinues
because contractor fails
to deliver.

Operational and financial
checks in accordance with
the financial circuits;
Operation authorisation
by the AQ;

Request of bank
guarantee;
Non-performance clauses
in contract.

e 100% of the contracts are
controlled;

e Riskier operations subject
to in-depth controls. High-
risk operations identified
by risk criteria. Amount
and potential impact on
the DG operations of late
or no delivery (bank
guarantees);

e Clauses on liquidated
damages/ termination of
contract are integral part
of every contract (general
conditions).

e Costs: Estimation of costs
involved.

e Benefits: Irregularities,
errors and overpayments
prevented

Effectiveness:

e High % of errors
prevented (amount of
errors/irregularities
averted over total

payments).
e Low amount of liquidated
damages.
Efficiency:

e Cost of financial checks in
place compared to cost of
non-performance and
discontinuation of
contract.
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Main risks

Mitigating controls

Coverage, frequency and depth

Costs and benefits of controls

Control indicators

. Not structured financial
and contract monitoring

Payment made on the
basis of a deliverable;

FU monitoring tables;
Trainings on contract
management organized by
the FU.

e 100% payments made on
the basis of an accepted
deliverable;

e Tables monitored and
updated on a regular basis
(after each payment,
amendment, etc.);

e Costs: Estimation of costs
involved.

e Benefits: Irregularities,
errors and overpayments
prevented, better
informed desk officers

Effectiveness:
e Low number of errors;
overpayments.

Efficiency:

e Cost of financial unit
monitoring compared to
cost of possible errors and
overpayments.

° Fraud not detected

Four eyes principle and
written procedures and
checklists for initiators and
verifiers;

Fraud awareness trainings.

e Four eyes principle applied
to 100% of files;

o All FU staff and financial
correspondents.

e Costs: Estimation of costs
involved.

e Benefits: detection of red
flags and issues of non-
compliance

Effectiveness:
e Low number of court
litigations.

Efficiency:

e  Cost of financial unit staff
detecting red flags and
issues of non-compliance
compared to cost of
possible litigation.

. Payment delays

FU monitoring tables with
special filters signalling
latent invoices;

Financial reporting tool;
Optimization of available
appropriations;

Global transfer.

e Tables monitored and
updated on a regular basis
(filters signal invoices
inactive for 7 days);

e Twice a month identifying
Units' current and
outstanding invoices;

e Monitoring of payment
appropriationson a
weekly basis.

e Costs: Estimation of costs
involved.

¢ Benefits: detection of
dormant invoices,
maximization of budget
execution

Effectiveness:

e Low rate of payment
delays;

e Low amount of late
interest payment and
damages paid (by the
Commission);

e High rate of
implementation of the
payment appropriations.

Efficiency:
e  Cost of improving financial
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Main risks

Mitigating controls

Coverage, frequency and depth

Costs and benefits of controls

Control indicators

monitoring tools
compared to cost of late
interest and damages paid
by the Commission.

Stage 3: Supervisory measures and ex post control

Main control objectives: Ensuring that any weakness in the procedures (tender and financial transactions) is detected and corrected

Main risks Mitigating controls Coverage, frequency and depth Costs E:;Zi:-i?:ﬁts of Control indicators
Internal audit and Court of Auditors; Representative sample, review of ) Costs: estimation | Effectiveness:
Ex-post publication (possible the procedures implemented of costsinvolved. | e Low number of errors
* Anerroror reaction from unsuccessful (procurement and financial detected (related to
non- tenderers); transactions); . Benefits: fraud, irregularities and
compliance Review of ex post results and Potentially 100%; detection of error);

with regulatory
and contractual
provisions, or
an attempt to
fraud is not
prevented,
detected or
corrected by
ex-ante
control.

implementation of
recommendations;

Training for staff assigned to sign
"Certified correct" (compulsory as of
2014);

Review of exceptions reported;
Yearly review of procedures;
Yearly review and “lessons learnt”
based on ENVAC conclusions;
Statistics on payment delays at the
Directors' meetings.

100% results reviewed,
implementation of
recommendations on a yearly basis;
Ad hoc/ hands-on trainings;

100% once a year; look for any
systematic problems in the
procurement procedure, in the
financial transaction procedure and
for weaknesses in the selection
process of the ex-post controls
(exceptions reported, review of
procedures, ENVAC conclusions);
Statistic on payment delays on
Directors' meeting (six times a year)

possible fraud
and errors.
Deterrents and
systematic
weaknesses
corrected.

Increased number of
system improvements
made.

Efficiency:

Cost of staff involved
compared to cost of not
detecting fraud,
irregularities and
inadequate systems in
place.
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Grants — direct management
Stage 1 — Programming, evaluation and selection of proposals

A - Preparation, adoption and publication of the Annual Work Programme and Calls for proposals

Main control objectives: Ensuring that the Commission selects the proposals that contribute the most towards the achievement of the policy or programme

objectives (effectiveness); Compliance (legality & regularity); Prevention of fraud (anti-fraud strategy).

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

Mitigating controls

How to determine coverage
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators

The annual work
programme and the
subsequent calls for
proposals do not
adequately reflect the
policy objectives,
priorities set are not
coherent and in line
with the WP and/or the
essential eligibility,
selection and award
criteria are not
appropriate and
adequate to ensure the
evaluation of the

proposals and award of
the grant.

Hierarchical validation of the contribution to
the annual working programme within

the authorising department. Inter-service
consultation, including all relevant DGs.

Adoption by the Commission of a Financing
Decision.

For grants without call for proposals funded
under external relations' budget, a
committee of SRD.2, ENV and DEVCO staff
examines all proposals on the base of a
concept fiche before proposing grants to the
financing decision of DEVCO.

Each individual call for proposals is prepared
by the technical unit (assisted by the finance
units) and then checked by the finance
Units.

Direct grants are checked by the finance and

If risk materialises, all grants
awarded during the year
under this work programme
or call would be irregular.
Possible impact could be
100% of budget involved and
furthermore significant
reputational consequences.

Coverage / Frequency:
100%

Depth: The check is made
for each individual call for
proposals or direct grant.

Costs: estimation of cost of
staff involved in the
preparation and validation of
the annual work programme
and calls.

Benefits: The (average
annual) total budgetary
amount of the annual work
programmes or calls with
prevented, detected

and/or corrected errors.

Effectiveness: Budget
amount of the work
programmes concerned.
Success ratios; % of
number/value proposals
received over number
expected / budget
available.

Number/Amount of direct
grant with a negative
opinion from ENVAC.

Efficiency: Average cost
of preparation, adoption
and publishing an annual
work programme,
compared with
benchmarks and evolution
over time.
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the technical Units and may subsequently be
submitted to internal advisory Committee
(ENVAC) by request of the Finance Unit if
monopoly situation is not clear.

B - Selecting and awarding: Evaluation, ranking and selection of proposals

Main control objectives: Ensuring that the most promising projects for meeting the policy objectives are among (a good balance of) the proposals selected
(effectiveness); Compliance (legality & regularity); Prevention of fraud (anti-fraud strategy)

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

Mitigating controls How to determine coverage

frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators

The evaluation, ranking
and selection of
proposals is not carried
out in accordance with
the established
procedures, the policy
objectives, priorities
and/or the essential
eligibility, or

100% vetting for technical
expertise and independence
(e.g. conflicts of interests,
nationality bias, ex-
employer bias, collusion) of
evaluators.

Assignment of staff (including technical
unit desks) to evaluate the proposals.

100% of proposals are
evaluated. Depth may be
determined by screening of
outline proposals (two-step
evaluation).

Assessment by staff (e.g. programme
officers)

Costs: estimation of cost of
staff (costs of initiation and
verification related to controls)
involved in the evaluation and
selection of proposals.

Benefits: Amount of
expenditures declared
ineligible compared to total
amount of proposals received.
Benefit equals to value of

Effectiveness: No litigation
cases. Number of candidate
expert evaluators barred.
Rejected/corrected/suspended
transactions compared to total
number of transactions.
Number of supervisory

control failures.

Efficiency Indicators:
Average cost per call and/or
per (selected) proposal. % cost
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with the selection and
award criteria defined in
the annual work
programme and
subsequent calls for
proposals.

Review (e.g. by a mixed panel) and
hierarchical validation by the AO of
ranked list of proposals.; publication.

Coverage: 100% of ranked
list of proposals.
Supervision of work of
evaluators.

Depth depends on several
risk factors: e.g. conflicts of
interest, nationality bias,
ex-employer bias, collusion.

deserving projects otherwise
not selected plus value of
non-deserving projects that
would have been selected
(=amount redirected to

eligible and necessary

projects).

over annual amount disbursed
in grants. Time-to grant (inform
applicants of the results within
6 months from the call
deadline; additional 3 months
to make a legal commitment).

Stage 2 - Contracting: Transformation of selected proposals into legally binding grant agreements

Main control objectives: Ensuring that the actions and funds allocation is optimal (best value for public money; effectiveness, economy, efficiency);
Compliance (legality & regularity); Prevention of fraud (anti-fraud strategy)

Main risks

It may happen (again) that...

Mitigating controls

How to determine coverage
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators
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The description of the action
in the grant agreement
includes tasks which do not
contribute to the achievement
of the programme objectives
and/or that the budget
foreseen overestimates the
costs necessary to carry out
the action.

The beneficiary lacks
operational and/or financial
capacity to carry out the
actions.

Procedures do not comply
with the regulatory or financial

framework.

Project Officers implement
evaluators’ recommendations in
discussion with selected applicants.
Hierarchical validation of proposed
Adjustments / budget reviews.

Validation of beneficiaries
(operational and financial viability)
and planning of (mid-term and final)
evaluations. Signature of the grant
agreement by the AO.

In-depth financial checks and taking
appropriate measures (e.g.
guaranty, lack or deferral of pre-
financing(s)) for high risk
beneficiaries.

Reinforce financial and
contractual circuits. Financial

viability checks

100% of the selected
proposals and
beneficiaries are
scrutinised.

Coverage: 100% of draft
grant agreements.

Depth/Risk may be
determined after
considering the type or
nature of the beneficiary
(e.g. SMEs, joint-ventures,
start-up companies, long-
term working relations)
and/or of the modalities
(e.g. substantial
subcontracting) and/or the
total value of the grant.

Based on legal nature of
the applicant/beneficiary

Costs: estimation of cost of
staff involved in the
contracting process (costs of
initiation and verification
related to controls).

Benefits: Prevented,
detected, corrected errors or
irregularities during the
evaluation and selection.

Effectiveness:

% of selected proposals with
recommendations
implemented in grant
agreement.

Amount of proposed costs
rejected.

Efficiency Indicators:
Value of grant agreements
completed over budget
requested in the
corresponding proposals
(%).

Time-to-Grant.

Stage 3 - Monitoring the execution. This stage covers the monitoring the operational, financial and reporting aspects related to the project and grant

agreement

Main control objectives: ensuring that the operational results (deliverables) from the projects are of good value and meet the objectives and conditions
(effectiveness & efficiency); ensuring that the related financial operations comply with regulatory and contractual provisions (legality & regularity); prevention of
fraud (anti-fraud strategy); ensuring appropriate accounting of the operations (reliability of reporting, safeguarding of assets and information)

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

Mitigating controls

How to determine coverage
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators
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The actions foreseen
are not, totally or
partially, carried out in
accordance with the
technical description
and requirements
foreseen in the grant
agreement and/or the
amounts paid exceed
that due in accordance
with the applicable
contractual and
regulatory provisions.

Operational and financial checks in
accordance with the financial circuits.
Approval of technical reports by the
operational Units.

Operation authorisation by the AO.
Audit certificates.

For riskier operations, ex-ante in-
depth and/or on-site verification.

For LIFE projects: each project is
visited every year by the monitoring
team and once in its lifetime by the
operational Unit.

100% of the projects are
controlled, including only
value-adding checks.

For LIFE projects (80% of the
Budget) visit of each project
once a year by the monitoring
team and once in its lifetime by
the desk from the operational

Unit.

Riskier operations subject to

in-depth and/or on-site
controls.

The depth depends on the risk

criteria.

For high risk operations,
reinforced monitoring.

LIFE projects: Ex-ante verification on-
the spot (OV and/or FV) —e.g.
monitoring visits. ldentify projects for
risk-based ex-post audit.

High risk operations identified

by risk criteria. Red flags:

delayed interim deliverables,

unstable consortium,

requesting many amendments,
EWS or anti-fraud flagging, etc.

If needed: application of
suspension/interruption of

payments, Penalties or liquidated
damages. Referring grant beneficiaries
to OLAF.

Depth: depends on results
of ex-ante controls.

Costs: Estimation of cost of
staff involved in the actual
management of running
projects (costs of initiation and
verification related to controls;
allocated time of technical staff;

allocated cost of monitoring visits).

Costs of audit certificates.

Benefits: Prevented, detected,
corrected errors or irregularities
during the execution phase,
through monitoring. Budget value
of the costs claimed by the
beneficiary, but rejected by

the project officers. Budget
value of the part of the grant
not paid out as pre-financing
for projects that have been
terminated by the Commission.
Budget value of penalties

and liquidated damages.

Effectiveness: % of time
sheet error reports of total
number of on-site
monitoring visits. Number
of control failures; budget
amount of the errors
concerned.

Number of projects with
cost claim errors; budget
amount of the cost items
rejected.

Number of penalties
damages; amount of the
penalties damages.
Success ratios; % of value
of cost claims items
adjusted over cost claims
value.

Efficiency Indicators:
Cost/benefit ratio % cost
over annual amount
disbursed.

env_aar_2014_annexes

94 of 106




Stage 4 - Ex-Post controls

A - Reviews, audits and monitoring

Main control objectives: Measuring the effectiveness of ex-ante controls by ex-post controls; detect and correct any error or fraud remaining undetected
after the implementation ex-ante controls (legality & regularity; anti-fraud strategy); addressing systemic weaknesses in the ex-ante controls, based on the
analysis of the findings (sound financial management); Ensuring appropriate accounting of the recoveries to be made (reliability of reporting, safeguarding of

assets and information)

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

Mitigating controls

How to determine coverage
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators

The ex-ante controls as
such fail to prevent,
detect

and correct erroneous
payments or attempted
fraud.

Ex-post control strategy:

Carry out audits or desk reviews

of a representative sample of 30
closed projects to determine
effectiveness of ex-ante controls (+
consider ex-post findings for
improving the ex-ante-controls).

This is complemented by risk based
sample and check of time sheets by
the monitoring team. If error rate
over materiality level reservation in
the AAR and action plan.

Envisaged: multi-annual

basis (programme’s lifecycle)

and coordination with other

AOs concerned (to detect

systemic errors)

Validate results of audits requested
by the operational units.

Representative sample:
random or MUS sample
sufficiently representative to
draw valid management
conclusions.

Risk-based sample,

determined in accordance

with the selected risk criteria,
aimed to maximise error
correction (higher amounts,
number of partners, recurrent
beneficiaries, poor interim/final
financial reporting, files
signalled by operational Units).

Costs: estimation of cost of
staff involved in the
coordination and execution
of the audit strategy. Cost of
the appointment of audit
firms for the outsourced
audits.

Benefits: Amount of
expenditures declared
ineligible by the

auditors and subsequent issue
/ payment of recovery orders.

Effectiveness:
Representative error rate.
Residual error rate below
materiality level.

Number of supervisory
control failures. Amount of
budget of errors concerned.
Number of projects with
errors; budget amount of the
errors detected.

Efficiency: total (average)
annual cost of audits
compared with benefits
(ratio).
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Recommend recovery order(s) to the
AOS. If needed: referring the
beneficiary or grant to OLAF.
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Main risks

It may happen (again) that...

Mitigating controls

How to determine coverage
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators

The ex-post controls focus
on the detection of external
errors (e.g. made by
beneficiaries) and do not
consider any internal errors
made by staff or embedded
systematically in the own
organisation.

If needed management letter
on findings of ex-post audits to
operational Units.

Audit reports included.

"Management findings" related
to internal errors.

Draft audit reports are
reviewed and approved by
hierarchy. At this stage,
hierarchy could be informed of
any systematic errors.

Coverage: For each audited
project, the random sample
will be statistically
representative to enable
drawing valid management
conclusions about the entire
population during the
programme’s lifecycle.

However, it is limited to 30
audits for resources reasons
and due to files closed in the
previous year.

Costs: estimation of cost of
staff involved in the
supervision strategy (which
may include missions, if
applicable).

Benefits: budget value of the
errors detected by the
supervisors.

Effectiveness:

Number of supervisory
control failures. Amount of
budget of errors concerned.

Number of transactions with
errors; budget amount of the
errors detected by the
supervisors.

Efficiency Indicators: total
(average) annual cost of
supervisors compared with
benefits (ratio). Average cost
per programme, call and/or
per (running) project. % cost
over annual amount
disbursed in grants.
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B - Implementing results from ex-post audits/controls

Main control objectives: Ensuring that the (audit) results from the ex-post controls lead to effective recoveries (legality & regularity; anti-fraud strategy);
Ensuring appropriate accounting of the recoveries made (reliability of reporting)

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

Mitigating controls

How to determine coverage
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators

The errors, irregularities and
cases of fraud detected are
not addressed or not
addressed timely

Systematic registration of
audit / control results to be
implemented in a database

As from 2014: forecast of
revenue issued by Finance Unit
together with the audit report.

Financial and operational
validation of recovery in
accordance with financial
circuits.

Authorisation of recovery order
by AO.

Coverage: 100% of final audit
results with a financial impact.

Costs: estimation of cost of
staff involved in the
implementation of the audit
results.

Benefits: budget value of the
errors, detected by ex-post
controls, which have actually
been corrected (offset or
recovered).

Effectiveness:
Number/value/% of audit
results pending
implementation.

Number/value/% of audit
results failed implementation.

Success ratio; % of value of
the ROs over detected errors
by the auditors.

Efficiency Indicators: total
(average) annual cost of
implementing audits
compared with benefits
(ratio).

Time-to-recovery.
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Financial Instruments - Indirect management
IFI = (entrusted) International Financial Institution (eg EIB/EIF, etc); FI = (further entrusted) Financial Intermediaries; “sub"-FI = (further) sub-delegated FI; FR = Final Recipient

DS = Designated service (competent DGS)

Main risks How to determine .
, e . How to estimate the costs . -
It may happen (again) Mitigating controls coverage frequency and . Possible control indicators
that depth and benefits of controls
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a) The actions supported
through the Financial
Instrument do not
adequately reflect the
policy objectives (no

compliance with Fin. Reg.

art. 140 and instrument
specific objectives)

Guidance provided to the IFI
for the assessment of
project by the DS

Prior eligibility confirmation
of the DS for every project
Technical assistance .

Regular reporting by the IFI
to the DS on the operational
performance, including the
management declaration,
and the summary of audits
and controls carried out
during the reporting year.

Independent audit opinion.

In case of weak reporting,
negative audit opinion, high
risk operations, etc:
reinforced
monitoring/supervision
controls, random and/or
case/risk-based audits at the
IFl and (sub) Fl levels.

If risk materialises, the
Financial Instrument would
be irregular. Possible
impact 100% of funds
involved and significant

reputational consequences.

Coverage / Frequency:
100%

Depth: Checklist on
operational reporting
includes a list of checks to
be done.

Costs: estimation of cost of
staff involved in the
preparation and validation
of the operational reporting

Cost of the technical
assistance.

Benefits: the (average
annual) total value of the
Financial Instrument.

Effectiveness: evolution of the
specific indicators in  the
operational reporting,,
compared with benchmarks and
evolution over time.

Where applicable, opinion by
technical assistance
(recommendations, actions
taken).
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b) The IFI (and the (sub)Fl)
does not have the
experience to ensure
effective implementation
of this type of Financial
Instrument

Guidance provided to the IFI
for the assessment of
project by the DS

Prior eligibility confirmation
of the DS for every project

Coverage / Frequency:
100%

Depth:

Costs: estimation of
technical assistance cost.

Benefits: reduced risk
related to the disbursement
of the total amount by
selecting the IFl on the
basis of the ability to use
the funding in the most
efficient and effective way
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Main risks

It may happen (again) that...

Mitigating controls

How to determine coverage
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators

c) FIs and FRs are not
selected on the basis of an
open, transparent, justified
on objective grounds
procedure or there are
conflicts of interests in the
selection process.

Responsibility for selecting Fl
and FR, lies with the IFl and
Fl, respectively

Prior eligibility confirmation
of the DS for every Fl

Coverage / Frequency:
determined by the IFI/Fl in
accordance with the
delegation agreement (max
twice per year for the next 5
years)

Depth: determined by the
IFI/Fl in accordance with the
delegation agreement

Costs: estimation of the cost
of staff involved in the
monitoring of the Financial
Instrument. Cost of
contracted services (Audit
costs).

Effectiveness: the selection
of Fl and FR would (not) be
(successfully) challenged

Cost-effectiveness: Average
cost of preparation,
adoption and selection work
done (compared with similar
cases as benchmark)

d) The design of the
accounting and reporting
arrangements would not
provide sufficient
transparency (True & Fair
View)

Separate records per
Financial Instrument are to
be kept by the IFl; and
harmonised reporting has
been required by the
Commission (cf. FAFA & DAs)

In depth assessment of the
statement of expenses

Costs: estimation of the cost
of staff involved in the
monitoring of the Financial
Instrument. Cost of
contracted services, if any

Training of the concerned
staff.
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e) the remuneration of the
IFI, the reimbursement of
any exceptional costs and
costs for technical
assistance or additional
tasks would not be in line
with the objective

Fees, any incentives and any
exceptional costs are defined
in the FAFA and the
delegation agreements,
including an overall cap.

Reimbursement of cost for
technical assistance and
additional tasks to be
defined in the FAFA and the
delegation agreement.

Review by the designated
service of the statement of
expenses together with
evidence provided by the IFI

Ex-ante and ex-post controls,
On-the-spot verifications
(risk-based or
representative samples)

In depth assessment of the statement of expenses
Training of the concerned staff

Costs: estimation of the cost of staff involved in the
monitoring of the Financial Instrument. Cost of contracted
services, if any

Remuneration and costs for
actually managed funds
(compared to benchmark)

1 . . .. .
Remuneration includes administrative and performance fees.
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Main risks

It may happen (again) that...

Mitigating controls

How to determine coverage,
frequency and depth

How to estimate the costs
and benefits of controls

Possible control indicators

f) Internal control
weaknesses, irregularities,
errors and fraud are not
detected and corrected by
the entrusted entities,
resulting in that the EU
funds are not compliant
with applicable regulations

Monitoring or supervision (%)
of entrusted entities.
Regular reporting by the IFI
to the Commission
"Designated Service" on the
operational and financial
performance, including the
financial statements,
management declaration,
summary of audits and
controls carried out during
the reporting year.

Independent audit opinion

In case of weak reporting,
negative audit opinion, high
risk operations, etc:
reinforced
monitoring/supervision
controls, random and/or
case/risk-based audits at the
IFl and (sub)FI levels.

Regular submission of
disbursement and
repayment (assigned

Coverage: 100% of the
funding payments to the
entrusted entity are
controlled, including value-
adding checks.

Riskier operations subject to
more in-depth controls
and/or audits.

Depth: depends on risk
criteria such as past
experience of/with the IFI/FI,
complexity or lack of
experience on the area of
financed actions or the
management modalities

If needed: suspension or
interruption of payments, or
even application of exit
strategy (winding up)

Costs: estimation of the cost
of staff involved in the
monitoring of the Financial
Instrument. Cost of
contracted services, if any

Benefits: value of the
funding and disbursement
forecast rejected. Exposure
of the guarantees not
provided. Budget value of
the part of the Financial
Instrument not paid out to
FR.

Losses: eg write-offs of
equity/loans, loan
guarantees called above
expectations

Effectiveness:

Success performance ratios
(eg "leverage", "co-risk-
taking", number of FR
supported by the Financial
Instrument, disbursement

rate)

Number of control failures
detected; value of the issues
concerned
prevented/corrected.

Number and value of
internal control, auditing and
monitoring "issues", number
of interventions, number of
issues under reinforced
internal control, auditing and
monitoring, number of
critical IAS and ECA findings

Number of cases submitted
to OLAF

Efficiency:
e.g. Management (fees) and

2

The nature of these measures is similar. We distinguish between those cases in which the Commission has a direct (legal/contractual) say in the management process,

such as the right to block ex-ante a transaction (supervision), or can merely flag its disagreement (monitoring), and influence the fundamental options foreseen under
the FR related to stopping/suspending/reconfiguring/winding-down the FEI.
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revenue) forecasts
Reporting on financial risk &
off-balance-sheets liabilities

Reporting on treasury
management

supervision costs (FTE) over
assets under management ?

Cost-Effectiveness:

Average cost per Financial
Instrument; % cost over
value delegated

Costs/Benefits ratio

g) the FI, which are pilot
initiatives, are not resulting
in a number of operations
significant to give conclusive
results

Regular reporting by the IFI
to the Commission
"Designated Service"
(=accountable DG and AQOD)
on the operational and
financial performance

Mid term evaluation

Coverage: 100% of the
operations are taken into
account.

If needed: revision of the
reporting requirements

Benefits: the (average
annual) total value of the
Financial Instrument.

h) the risk sharing
mechanism is used in an
instrumental way by the IFI

Check that the Portfolio First
Loss Piece will be decreasing
with the increase in the
number of operations

Coverage: 100% of the
funding payments to the
entrusted entity are
controlled, including value-
adding checks.

Riskier operations subject to

more in-depth controls
and/or audits.

Costs: estimation of the cost
of staff involved in the
monitoring of the Financial
Instrument. Cost of
contracted services, if any

Benefits: the (average
annual) value of the
Commission contribution to
the Financial Instrument.
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ANNEX 6 PERFORMANCE INFORMATION INCLUDED IN

EVALUATIONS
Title of th
itle o t € Fitness Check of Waste Stream directives
Evaluation:
‘ABB activity: H 07 03 Environmental legislation
’Type of evaluation: H Regulatory instrument (R)
Summary of The objective of the evaluation was to evaluate the effectiveness,
p.erf.ormance related efficiency, coherence and relevance of five waste stream Directives:
findings and Packaging and Packaging Waste Directive (94/62/EC), Batteries

recommendations:

Directive (2006/66/EC), End of Life Vehicles Directive (2000/53/EC),
PCB/PCT Directive (96/59/EC), and the Sewage sludge Directive
(86/278/EEC).

These directives have similar objectives in that they each ensure the
efficient and environmentally sound management of specific waste
categories. The Fitness Check provided a very comprehensive
assessment of the performance of EU waste law. Furthermore, this
evaluation needs to be seen in the wider context of the Regulatory
Fitness and Performance Programme (REFIT).

The screening of five waste stream Directives for their relevance,
effectiveness, efficiency and coherence clearly demonstrated that
these Directives are examples of meaningful European Law making.
The evaluation has shown that there are very few outdated
provisions or inconsistencies.

The legislation covers nearly 30 years of European law making in the
field of waste. It has evolved from comparatively simple
precautionary legislation (Sewage Sludge Directive 1986) to a highly
technical legislation (Batteries/ELV). It has also seen a paradigmatic
shift from looking at waste as an end of pipe residue to be disposed
of with a minimum of harm to the environment and human health to
considering waste as a valuable resource to be re-used, recycled or
otherwise recovered. This context is most clearly addressed in the 7th
EAP. It is remarkable, and clearly documented in this evaluation, that
the Directives screened were by and large well designed in order to
respond in the best possible way to rapidly developing requirements
during nearly 30 years of environmental law making.

On 2 July 2014, the European Commission adopted a legislative
proposal to amending the directives on packaging waste, end-of-life
vehicles, batteries and accumulators.

Availability of the
report
on Europa:

http://ec.europa.eu/environment/waste/pdf/target review/Final%20Report%2
OEx-Post.pdf
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http://ec.europa.eu/environment/waste/pdf/target_review/Final%20Report%20Ex-Post.pdf
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