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INDEPENDENT REPORT OF FACTUAL FINDINGS
ON COSTS CLAIMED UNDER A GRANT
AGREEMENT FINANCED UNDER THE SEVENTH
RESEARCH FRAMEWORK PROGRAMME (FP7)

In accordance with our contract dated 20™. April, 2016 with University Medical Center Hamburg-
Eppendorf “the Beneficiary” and the terms of reference attached thereto (appended to this Report),
we provide our Independent Report of Factual Findings (“the Report™), as specified below.

Objective

We, the Internal Auditors of the University Medical Center Hamburg-Eppendorf, established in
Martinistralle 52, 20246 Hamburg, Germany, represented for signature of this report by M.
A. Welsch and Mr, 1. Dérnbrack, have performed agreed-upon procedures regarding the cost
declared m the Financial Statement of University Medical Center Hamburg-Eppendorf hereinafter
referred to as the Beneficiary, to which this Report is attached, and which is to be presented to the
Luropean Commussion under grant agreement FP7-HEALTH-2011-two stage,Grant Agreement
Number 278913, BiomarCaRE for the following period 19.0ct., 2014 — 315 March, 2016 and for
following Total amount € 1.147.670,56. This engagement involved performing certain specified
procedures, the results of which the BEuropean Commission uses to draw conclusions as to the
eligibility of the costs ¢claimed.
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Scope of Work
Our engagement was carried oul in accordance with;
- the terms of reference appended (o this Report and:

International Standard on Related Services (‘ISRS™) 4400 Engagements to perform Agreed-
upon Procedures regarding Financial Information as promulgated by thelnternational
Federation of Accountants (‘IFAC);

the Code of Ethics for Professional Accountants issued by the IFAC. Although ISRS 4400
provides that independence is not a requirement for agreed-upon procedures engagements,
the European Commission requires that the Audilor also complies with the independence
requirements of the Code of Ethics for Prolessional Accountants;

As requested, we have only performed the procedures set out in the terms of reference for this
engagenment and we have reported our factual findings on those procedures in the table appended to
this Report.

The scope of these agreed upon procedures has been determined solely by the Furopean
Commission and the procedures were performed solely to assist the Furopean Commission in
evaluating whether the costs claimed by the Beneficiary in the accompanying Financial Statement
lias been claimed in accordance with the Grant Agreement. The Auditor is not responsibie for the
suitability and appropriateness of these procedures,

Because the procedures performed by us did not constitule either an audit or a review made in
accordance with International Standards on Auditing or International Standards on Review
Engagements, we do not express any assurance on the Financial Statements.

Had we performed additional procedures or had we performed an audit or review of the Financial
Statements of the Beneficiary in accordance with International Standards on Auditing, other matters
might have come to our attention that would have been reported to you.

Sources of Information

The Report sets out information provided to us by the management of the Beneficiary in response to
specilic questions or as obtained and extracted from the Beneficiary’s information and accounting
systems.

Factual Kindings

The above mentioned Financial Statement per Activity was examined and all procedures specified in
the appended table for our engagement were carried out. On the basis of the results of these
procedures, we found:

All documentation and accounting information to enable us to carry out these procedures has been
provided to us by the Beneficiary. No exception were noted.
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Use of this Report
This Report is solely for the purpose set forth in the above objective.

This Report is prepared solely for the confidential use of the Beneficiary and the European
Commission and solely for the purpose of submission to the European Commission in connection
with the requirements as set out in Article 11.4.4 of the Grant Agreement. This Report may not be
relied upon by the Beneficiary or by the European Commission for any other purpose, nor may it be
distributed to any other parties. The European Commission may only disclose this Report to others
who have regulatory rights of access to it, in particular the European Anti Fraud Office and the
European Court of Auditors.

This Report relates only to the Financial Statement specified above and does not extend to any other
financial statements of the Beneficiary.

No conflict of interest exists between the Auditor and the Beneficiary in establishing this Report.
The fee paid to the Auditor for providing the Report was € 868,09 excluding VAT.

We look forward to discussing our Report with you and would be pleased to provide any further
information or assistance which may be required.

Hamburg, 30th. May, 2016

o w@ﬂ / (J.Démbrack) .~/
(/N i/ ¢ /
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Procedures Performed by the Auditer
Universitidtsklingkum
Hamiburg-Eppendort

Procedures Performed by the Auditor

The Auditor designs and carries out his work in accordance with the objective and scope of (s engegement and the procedures to be performed as
specified below, When performing these procedures the Auditer may apply techniques such as inguiry and analysis, (re)eomputation, comparison,
alier clertcal accuracy checks, abservation, inspection of records and documents, inspection of assets and obtaining confirmations or any others
deemed necessary i carrying oul these procedures.

The European Commission reserves the right 1o issue guidance together with example definitions and findings o guide the Auditor in the nature and
presectation of the facts to be ascertained. The European Commission rescrves the right to vary the procedures by written nolification (o the

Beneficiary, The procedures o be performed are listed as follows:
SPPGECLTES 1 T T e T

‘I“Standard factual finding and basis for-excepfion reporting

Personnel Costs

1. Recaleulate heurly personnel and overhead rates for personnel
(full coverage if less than 20 employees, otherwise a sample of
minimum 20, or 20% of employces, whichever is the greater),
indicate the number of productive hours used and hourly rates,

Where sampling is used, selection should be random with a view
to producing a representative sample. Productive hours® represent
the (average) number of hours made available by the employee in
a year after the deduction of holiday, sick leave and other
entilements. The auditor obtained the caleulation of the
productive hours after inspecting all necessary records, national
legislation, Tabour agreements, contracts, any other relevant
documentation. The caleulation should be based on the period(s)
corresponding o the Financial Statement(s) or on the last closed
financial year {whichever 33 used by the beneficiary).

The auditor sampled 22 employees out of the total of 22 employees. For
each employce in the sample of 22, the Auditor obtained the personnel
costs (salary and cimployer's costs) from the payroli system togelher with
the productive hours from the time records of cach employee. For each
employee selected, the Auditor recomputed the hourly rate by dividing the
actual personnel costs by the actual productive hours, which was then
compared 10 the hourly rate charged by the Beneficiary. Ne exceptions
were noted.

The average number of productive hours for the employecs selected was
1.663. The productive hours caleulation corresponds 1o the usual
accounting practice of the beneficiary.

2. For the same sclection examine and describe time recording of
enmployees (paper/ computer, daily/weckiy/monthly, signed,
authorised),

Employces record (heir time on a daily basis using a paper-based systen.
The time-records selected were authorized by the project manager or
otiwer superior.

3. Employment status and employment condilions of personnel,
The Auditor should obtain the employment contracts of the
empioyees selected and compare with the standard employment
contract used by the Beneficiary, Differences which are not
foreseen by the Grant Agreement should be noted as exeeptions.

For the employees selected, the Auditor inspected their employment
contracts and found that they were;

—directly hired by the Bepeficiary in accordance with its national
legislation,

—under the sole technical supervision and responsibility of the latter, and
—remunerated in accordance with the normal practices of the Beneficiary,

4. Use of average personnel costs

n/a, average personncl costs not used

Subcontracting

5. Obtain a written description from the Beneficiary regarding 3rd
party resources used and compare witly Annex | 1o the Grant
Agrecment.

As instructed dd.13™ Jan,, 2015 by the European Commission the
transport costs were booked direet under subcontracting.

0. Inspect documents and obtain confirmations that subcontracts
are awarded aceording to a procedure including an analysis of best
value for moeney (hest price-gualily ratic), transparency and cqual
treatment.

Full coverage if less than 20 items, otherwise a sample of
minimum 20, or 20% of the items, whichever is the greater,

The Auditor assure that no assets were booked confirming that the
transport costs comply with your a. m. istruction,

Other Direcet Costs

7. Allocation of equipment subject to depreciation is correctly
identified and allocated to the project,

The Auditor traced the equipment charged to the project to the accounting

records and the underlying invoices, The Beneficiary has documented the
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Universitdtsklinikam
lansburg-Eppendort

Procedures Performed by the Auditor

SProcedures s i

Standard factuaitinding and hasis for-exception reporting - -

Full coverage if less than 20 items, otherwise a sample of
minimum 20, or 20% of the items, whichever is the greater.

link with the project on the invoice and purchase documentation, and,
where relevant, the project accounting, The assel value agreed to the
mvoice and no VAT or either identifiable indivect taxes were charged,
The depreciation method used 1o charge the equipment (o the project was
compared to the Beneficiary’s normal accounting policy and found 1o be
the same.

&, Travel costs correctly identified and allocated to the project
(and in line with Benefictary's normai policy for non-EC work
regarding first-class travel, ¢fe,) Full coverage if less than 20
items, otherwise a sample of mininum 20, or 20% of the items,
whichever is the greater.

The Beneficiary should provide written evidence of its normal
policy for travel costs (e.p. use of first class tickets) to enable the
Auditor to compare the travel charged with this policy.

The Auditor inspected the sample and found that the Beneficiary had
allocated travel costs to the project by marking of invoices and purchase
orders with the project reference, resulling in traceable allocation in the
project accounts.

The costs charged were compared (o the invoices and found to be the
same. No VAT or other identifiable indirect taxes were charged.

The use of first class travel was in line with the wrilten policy provided by
the Beneficiary.

9. Consumables correctly identificd and allocated to (he project.
Fuil coverage if less than 20 items, otherwise a sample of
ntinimum 20, or 20% of the items, whichever is the greater,

The Auditor inspected the sample and found that the Beneficiary had
allocated consumable costs Lo the project by marking invoices and
purchase orders with the praject reference, resulting in traceable
allocation in the project accounts.

The costs charged were compared to the inveices and found to be the
samc, No VAT or other identifiable indireet taxes were charged.

Endlirect costs

1. Obtain and review a detailed breakdown of Indireet costs
(reconciled to the financial accounts) and confirm that the
following costs are not present:

a) identifiable indircet taxes including value added tax,

b)  duties,

¢) interest owed,

d)  provisiens for possible future losses or charges,

c)  exchange losses, cost related to relurn on capital,

1) costs declared or incurred, or reimbursed in respect of
another Community project,

g} debt and debf service charges, excessive or reckless
expenditure,

The above does not apply to bebficiarics using a fiat rate (o
claim indirect costs in accordance with Annex {1 of the

The Auwditor found that the Beneficiary is using the transitional flat rate of
60%

The auditor found :
thai flat rate has been charged in accordance with Annex 1 of the ECGA

Universitdtsklinikum Hamburg-Eppendorf
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B Universitatsklinikum
Hamburg-Eppendorf

Procedures Performed by the Auditor

Procedures

Standard factual finding and basis for exception reporting

ECGA attached to the grant agreement being reviewed. In
such case the procedure to apply is:

The auditor confirmed that flat rate applied on the Financial
Statement is consistent with the one provided in Annex I1 of
the ECGA.

The auditor recalculated the indirect costs claimed on the
basis of the flat rate for arithmetical accuracy,

and computed on direct cligible costs excluding costs for sub-contracting
and the costs of resources made by third parties which are not used on the
premises of the beneficiary.

that no difference arose from the numerical reconciliation.

1. Assess use of a simplified method of calculation of overheads
at the level of the legal entity.

The Beneficiary may use a simplified method of calculation
(either due to the lack of analytical accounting or legal
requirement to use a form of cash-based accounting). This does

...... not permit the use of a generalised estimate, or the use of a
'standard' rate that is not derived from the financial accounts of the
period in question. Thus the rate (but not the methodology) should
be updated for each accounting period.

n/a

12. Inspect and compare exchange rates into Euros.

The Auditor compared the exchange rates used for conversion with the
applicable official exchange rates established by the European
Communities and the Beneficiary used:
- the conversion rate of the date where the actual costs were
incurred

13. Identification of receipts.

The Beneficiary is obliged to deduct from its claim any receipts
related to the project (income from events, rebates from suppliers,
ctc.)

The Auditor examined the relevant project accounts and obtained
representations from the Beneficiary that the amounts listed represent a
complete record of the sources of income connected with the project. The
amounts included in the claim regarding receipts is the same as the
amount recorded in the project accounting,

14. Identification of interest yielded on pre-financing.
The Beneficiary, when it is the coordinator of the project, is
obliged to declare interest yiclded on pre-financing

n/a No interest have been calculated by a bank.

Hamburg, 30" May., 2016
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An die
Interne Revision

Terms of Reference for an Independent Report of Factual Findings on costs claimed under a Grant
Agreement financed under the Seventh Research Framework Programme {(FPT)

The following are the terms of reference {‘ToR') on which UKE ‘the Beneficiary’ agrees (o engage the UKE
Internal Auditor ‘the Auditor’ to provide an independent report of factual findings on a Financial Statement
prepared by the Beneficiary and to report in connection with a European Community/European Atomic Energy
Community financed grant agreement concerning the Seventh Research Framework Programme (FP7),
concerning BiomarCaRe, 278913 (the ‘Grant Agreement’). Where in these ToR the ‘Curopean Commission’ is
mentioned this refers fo its quality as signatory of the Grant Agreement with the Beneficiary. The European
Community is not a party to this engagement.

1.1 Responsibilities of the Parties to the Engagement

‘The Beneficiary' refers to the legal entity that is receiving the grant and that has signed the Grant Agreement with
the European Commission.

» The Beneficiary is responsible for preparing a Financial Statement for the Action financed by the Grant
Agreement in compliance with such agreements and providing it to the Auditor, and for ensuring that
this Financial Statement can be properly reconciled to the Beneficiary's accounting and bookkeeping
system and to the underlying accounts and records. Notwithstanding the procedures to be carried out,
the Beneficiary remains at all times responsible and reiiable for the accuracy of the Financial Statement.

« The Beneficiary is responsible for the factual statements which will enable the Auditor to carry out the
procedures specified, and will provide the Auditor with a written representation letter supporting these
statements, clearly dated and stating the period covered by the statements.

» The Beneficiary accepts that the ability of the Auditor to perform the procedures required by this en-
gagement effectively depends upon the Beneficiary providing full and free access to the Beneficiary's
staff and its accounting and other relevant records.

‘The Auditor’ refers to the Auditor who is responsible for performing the agreed-upon procedures as specified in
these ToR, and for submitting an independent report of factual findings to the Beneficiary.
The Auditor must be independent from the Beneficiary.

» The Auditor is a Competent Public Officer for which the refevant national authorities have established
the leqal capacity to audit the Beneficiary and has not been involved in the preparation of the financial
statements.

= The procedures to be performed are specified by the European Commission and the Auditor is not re-
sponsible for the suitability and appropriateness of these procedures.
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1.2  Subject of the Engagement

The subject of this engagement is the interim Financial Statement in connection with the Grant Agreement for the
period covering 01.10.2014 — 31.03.2016.

1.3 Reason for the Engagement

The Beneficiary is required to submit to the European Commission a certificate on a Financial Statement in the
form of an independent report of factual findings produced by an external auditor in support of the payment
requested by the Beneficiary under Article 1.4 of the Grant Agreement. The Authorising Officer of the Commission
requires this Report as he makes the payment of costs requested by the Beneficiary conditional on the factual
findings of this Report.

1.4 Engagement Type and Objective

This constitutes an engagement to perform specific agreed-upon procedures regarding an independent report of
factual findings on costs claimed under the Grant Agreement.

As this engagement is not an assurance engagement the Auditor does not provide an audit opinion and
expresses no assurance. The European Commission derives its assurance by drawing its own conclusions from
the factual findings reported by the Auditor on the Financial Statement and the payment request of the Beneficiary
relating thereto.

The Auditor shall include in its Report that no conflict of interest exists between it and the Beneficiary in
establishing this Report, as well as the fee paid to the Auditor for providing the Report.

1.5 Scope of Work
1.5.1 The Auditor shall undertake this engagement in accordance with these ToR and:

- in accordance with the International Standard on Related Services ('ISRS’) 4400 Engagements to perform
Agreed-upon Procedures regarding Financial Information as promulgated by the IFAC:;

- in compliance with the Code of Ethics for Professional Accountants issued by the IFAC. Although ISRS
4400 provides that independence is not a requirement for agreed-upon procedures engagements, the Eu-
ropean Commission requires that the Auditor also complies with the independence requirements of the
Code of Ethics for Professional Accountants.

1.5.2 Planning, procedures, documentation and evidence

The Auditor should plan the work so that the procedures can be effectively performed. For this purpose he
performs the procedures specified in 1.8 of these Terms of Reference (‘Scope of Work —Compulsory Report
Format and Procedures to be Performed’) and uses the evidence obtained from these procedures as the basis for
the Report of factual findings.

1.6 Reporting

The Report of factual findings, an example of which is attached to this ToR, should describe the purpose and the
agreed-upon procedures of the engagement in sufficient detail in order to enable the Beneficiary and the
European Commission to understand the nature and extent of the procedures performed by the Auditor. Use of
the reporting format attached as Annex VII of the Grant Agreement is compulsory. The Report should be written
in the language indicated in Article 4 of the Grant Agreement. In accordance with Article 11.22 of the Grant
Agreement, the European Commission and the Court of Auditors have the right to audit any work carried out
under the project for which costs are claimed from the Community, including the work related to this engagement,

1.7 Timing
The Report should be provided by 13.05.2016

1.8  Scope of Work — Compulsory Report Format and Procedures to be Performed
1.8.1 Compulsory Report Format

Independent Report of Factu
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To be printed on letterhead paper of the Auditor

<Name of contact person(s)>, < Position>

Beneficiary's name>

<Address>

onth yyyy>

rdance with our contract dated <dd Month yyyy> with <name of the Beneficiary “the Beneficiary” and the
reference attached thereto (appended to this Report), we provide our Independent Report of Factual
Findings (‘the Report”), as specified below.

Objective

We [legal\game of the audit firm], established in [full address/city/state/province/country] represented for
signature ofithis Report by [[name and function of an authorised representative] have performed agreed
upon procediyes regarding the cost declared in the Financial Statement(s)? of [name of beneficiary] here-
inafter referred\{o as the Beneficiary, to which this Report is attached, and which is to be presented to the
Commission of the European Communities under grant agreement [EC grant agreement reference: title,
acronym, number]Xor the following period(s) [insert period(s) covered by the Financial Statement(s) per
Activity]. This engagement involved performing certain specified procedures, the results of which the Euro-
pean Commission uses to draw conclusions as to the eligibility of the costs claimed.

Scope of Work

Our engagement was carried out imaccordance with:

- the terms of reference appended tg this Report and:

- International Standard on Related Sekyices (ISRS’) 4400 Engagements to perform
Agreed-upon Procedures regarding Fingncial Information as promulgated by the International Federation of
Accountants (‘IFAC);

- the Code of Ethics for Professional Accountagts issued by the IFAC. Although ISRS 4400 provides that
independence is not a requirement for agreed*ypon procedures engagements, the European Commission
requires that the Auditor also complies with the lpdependence requirements of the Code of Ethics for Profes-
sional Accountants;

As requested, we have only performed the procedures sehout in the terms of refer se for this engagement and

we have reported our factual findings on those procedures IR the table appepg@a“fow;ns Report.
u‘b

“European Commission and the
aluatlng whether the costs claimed by
in accordance with the Grant

ess of these procedures.

procedures were performed solely to assist the Europe ‘@ﬁ nm| n,

the Beneficiary in the accompanying Financial S\?‘;eﬁ@ has' géep ?aim\e\‘

Agreement. The Auditor is not responsible for tfi& swtabmt&é‘r?d appropriat
W

Because the procedures performed by us did not constitute either an autijt or a review made in accordance with
International Standards on Auditing or International Standards on Review Engagements, we do not express any
assurance on the Financial Statements.

Had we performed additional procedures or had we performed an audit or review of the Financial Statements of
the Beneficiary in accordance with International Standards on Auditing, other matters might have come to our
attention that would have been reported to you.

Sources of Information

The Report sets out information provided to us by the management of the Beneficiary in r
questions or as obtained and extracted from the Beneficiary's information and accounting s

ponse to specific
tems.

Factual Findings

The above mentioned Financial Statement(s) per Activity was (were) examined and all procedures ‘specified in
the appended table for our engagement were carried out. On the basis of the results of these procedyres, we
found:

All documentation and accounting information to enable us to carry out these procedures has been providedto us
by the Beneficiary. Except as indicated below, no exceptions were noted.




Exceptions

° In some cases, the Auditor was not able to successfully complete the procedures specified.
T&e exceptions are as follows:

exceptions such as inability to reconcile key information, unavailability of data which prevented the
Auditok from carrying out the procedures, etc. should be listed here. The Commission will use this
information to decide the amounts which will be reimbursed.

Use of this'Report

This Report is Splely for the purpose set forth in the above objective.

This Report is prepared solely for the confidential use of the Beneficiary and the European
Commission and solely for the purpose of submission to the European Commission in connection with the
requirements as set aut in Article 11.4.4 of the Grant Agreement. This Report may not be relied upon by the

Beneficiary or by the

ropean Commission for any other purpose, nor may it be distributed to any other parties.

The European Commission may only disclose this Report to others who have regulatory rights of access to it, in
particular the European Axgti Fraud Office and the European Court of Auditors.

This Report relates only to t
statements of the Beneficiary.

No conflict of interest exists bet
the Auditor for providing the Report was €

Financial Statement(s) specified above and does not extend to any other financial

en the Auditor and the Beneficiary in establishing this Report. The fee paid to

We look forward to discussing our Report with you and would be pleased to provide any further information or

assistance which may be required.

[legal name of the audit firm]
[[name and function of an authorised representative]

1.8.2 Procedures to be Performed by the Auditor

) o
1o

The Auditor designs and carries out his work in accorglance with the objective and scope of this engage-

ment and the procedures to be performed as pe?csu\ ‘%When performing these procedures the Audi-
tor may apply techniques such as inq%&yﬁﬁt{“ &l ‘g’ Jcomputation, comparison, other clerical accura-
cy checks, observation, inspectiog\»@\?‘c,q. & nts, inspection of assets and obtaining confirma-

tions or any others deeme

sary in.
A0

The European Commission reserves the right to issue gui
guide the Auditor in the nature and presentation of the facts

ingout thes procedures.

nce together with example definitions and findings to
be ascertained. The European Commission

reserves the right to vary the procedures by written notification to the Beneficiary. The procedures to be

performed are listed as follows:

Procedures

Stand%ﬁactual finding and basis for exception report-
ing

Personnel Costs

1. Recalculate hourly personnel and overhead rates for
personnel (full coverage if less than 20 employees, other-
wise a sample of minimum 20, or 20% of employees,
whichever is the greater), indicate the number of produc-
tive hours used and hourly rates. Where sampling is used,
selection should be random with a view to producing a
representative sample.

'Productive hours' represent the (average) number of
hours made available by the employee in a year after the
deduction of holiday, sick leave and other entitlements.
This calculation should be provided by the Beneficiary. [if
average costs are used, a separate independent report is
required on the methodology]

For each employee in the sample of ___ | the Auditor ob-
tained the personnel costs (salary and employer's costs)
from the payroll system together with the productive hours
from the time records of each employee.

For each employee selected, the Auditor recomputed the
hourly rate by dividing the actual personnel costs by the
actual productive hours,\which was then compared to the
hourly rate charged by the, Beneficiary.

No exceptions were noted.
The average number of pro
ees selected was ;
If the productive hours or costs &f personnel cannot be
identified, they should be listed (t
amounts) as exceptions in the mai

2. For the same selection examine and describe time re-
cording of employees (paper/ computer, dai-
ly/weekly/monthly, signed, authorised).

Employees record their time on a dally/ weekly/ monthly
basis using a paper/computer-based

manager or other superior.




<

\Ycedu res

Standard factual finding and basis for exception report-
ing

If no time records are available which fit the above de-
scription, this should be listed as an exception in the main
report.

3. Employ
sonnel.
The Auditor shiguld obtain the employment contracts of the
employees selested and compare with the standard em-
ployment contrachused by the Beneficiary. Differences
which are not foresken by the Grant Agreement should be
noted as exceptions.

nt status and employment conditions of per-

For the employees selected, the Auditor inspected their
employment contracts and found that they were:

— directly hired by the Beneficiary in accordance with its
national legislation,

— under the sole technical supervision and responsibility of
the latter, and

—remunerated in accordance with the normal practices of
the Beneficiary.

Personnel who do not meet all three conditions should be
listed (together with the amounts) as exceptions in the
main report.

4. Use of average personnel csts

_‘f”that the rates used were not budgeted or estimated

. jﬁ‘%mounts cannot be reconciled, or if estimates or budg-

\

The Auditor found that the personnel costs charged to the
financial statement:- are calculated using average costs in
accordance with the methodology as specified in the Re-
port of findings on the methodology dated

- have been calculated using amounts derived from the
relevant period which can be reconciled to the accounting
records of the relevant period.

The Auditor obtained confirmation from the Beneficiary

amounts.

eted amounts were used, this should be reported as an
exception in the main report.

‘ Subcontracting

N

N\

5. Obtain a written description from the Beneficiary rega
ing 3rd party resources used and compare with Annex 1
the Grant Agreement.

The Auditor compared the description of the 3rd party
resources provided by the Beneficiary to the specification
in Annex 1 to the Grant Agreement, and found them to be
he same

Inthe descriptions do not clearly match, this should be
reported as an exception in the main report.

6. Inspect documents and obtain confirmations that sub-
contracts are awarded according to a procedure including
an analysis of best value for money (best price-quality
ratio), transparency and equal treatment.

Full coverage if less than 20 items, otherwise a sample of
minimum 20, or 20% of the items, whichever is the great-
er.

The Anditor obtained tendering documents for each sub-
contractentered into and found that the tendering process
was followed and that a written analysis of value-for-

s part of an existing framework contract
to the beginning of the project.

If the Auditor is nat provided with evidence of either of the
above situations, the amount of the subcontract should be
listed as an exceptioR in the main report.

Other Direct Costs

7. Allocation of equipment subject to depreciation is cor-
rectly identified and allocated to the project.

Full coverage if less than 20 items, otherwise a sample of
minimum 20, or 20% of the items, whichever is the great-
er.

The Auditor traced the equipment charged to the project to
the accounting records and the underlying invoices. The
Beneficiary has documented the link with the project on
the invoice and purchase documgntation, and, where rele-
vant, the project accounting. The ‘gsset value was agreed
to the invoice and no VAT or other Identifiable indirect
taxes were charged. The depreciation method used to
charge the equipment to the project was compared to the
Beneficiary's normal accounting policy and found to be the
same.
If assets have been charged which do not domply with the
above, they should be listed (together with the amounts)
as exception in the main report.




N

wedures

Standard factual finding and basis for exception report-
ing

¥

8. Trave| costs correctly identified and allocated to the
project (and in line with Beneficiary's normal policy for
non-EC work regarding first-class travel, etc.)

Full coveraga, if less than 20 items, otherwise a sample of
minimum 20, ot 20% of the items, whichever is the great-
er.
The Beneficiary should provide written evidence of its
normal policy for trayel costs (e.g. use of first class tickets)
to enable the Auditorto compare the travel charged with
this policy.

The Auditor inspected the sample and found that the Ben-
eficiary had allocated travel costs to the project by mark-
ing of invoices and purchase orders with the project refer-
ence, resulting in traceable allocation in the project ac-
counts.

The costs charged were compared to the invoices and
found to be the same. No VAT or other identifiable indirect
taxes were charged.

The use of first class travel was in line with the written
policy provided by the Beneficiary.

Costs which are not allocated to project accounts and do
not have a clear attribution (normally by writing the project
number on the original invoice) should be

listed (together with the amounts) as exceptions in the
main report.

9. Consumables correctly identified and allocated to the

project.

er.

The Auditor inspected the sample and found that the Ben-
eficiary had allocated consumable costs to the project by
marking invoices and purchase orders with the project
reference, resulting in traceable allocation in the project
accounts.

The costs charged were compared to the invoices and
found to be the same. No VAT or other identifiable indirect
taxes were charged.

Costs which are not allocated to project accounts and do
not have a clear attribution (normally by writing the project
number on the original invoice) should be listed (together
with the amounts) as exceptions in the main report.

Indirect costs

10. Obtain and review a detailed breakdown of Indirect
costs (reconciled to the financial accounts) and confirm
that the following costs are not present:

a) identifiable indirect taxes including value added tax,

b) duties,

¢) interest owed,

d) provisions for possible future losses or charges,

e) exchange losses, cost related to return on capital,

f) costs declared or incurred, or reimbursed in respect of
another Community project,

g) debt and debt service charges, excessive or reckless
expenditure.

'N)e Auditor obtained the total overhead amount which

was allocated and reconciled this to the accounting rec-
ords‘for the period in question.

The Auditor recalculated the ratio of indirect costs [choose
one: as'a percentage of personnel costs/ as an hourly
rate] andh\greed it to the rate used in the Financial State-
ment(s).

The Auditor obtained a detailed breakdown from the ac-
counting system of the indirect costs which have been
charged to the cantract, and reconciled the individual
amounts to the general ledger of the Beneficiary.

The Auditor found that costs for the non-research activities
of the Beneficiary, such as manufacturing, education,
marketing of products or services, etc., had not been in-
cluded in the calculation.",

For each element of the breakdown, the Auditor obtained
the Beneficiary's confirmatioR that it contained none of the
ineligible costs specified (typidal examples are leasing
costs, loan charges, provisions or doubtful debt (but not
normal accruals), local business and property taxes, cus-
toms duties, exchange losses from\billing in a foreign cur-
rency).

Only the types of excessive and recklegs expenditure
listed in the Commission's guidance should be consid-
ered, the Auditor is not required to exerci professional
judgement or provide assurance in this matter.

listed (together with the amounts) as exceptions in\the
main report.




rocedures Standard factual finding and basis for exception report-
ing
11. Assess use of a simplified method of calculation of The Beneficiary's accounting system does not permit indi-
overheads at the level of the legal entity. rect costs to be separately identified for the individual de-
The Benefisjary may use a simplified method of calcula- partments. [and/ or]

tion (either due to the lack of analytical accounting or legal | The Beneficiary's accounting system is cash-based and
requirement to tge a form of cash-based accounting). This | year-end adjustments are made using accounting esti-
does not permit the,use of a generalised estimate, or the mates in order to charge certain accrued costs.

use of a 'standard' rate that is not derived from the finan- The Auditor obtained the breakdown of overhead costs
cial accounts of the perigd in question. Thus the rate (but and the adjusting entries together with the source of the
not the methodology) show|d be updated for each account- | relevant accounting entries.

ing period. The Beneficiary provided the Auditor with underlying cal-
culations showing the basis for additional accounting en-
tries. The Auditor agreed these calculations to the relevant
sources of management information.

Any elements of a simplified calculation which represent
percentage estimates and which cannot be compared to
underlying data should be listed (together with the
amounts) as exceptions in the main report.

12. Inspect and compare exchange rates into Eur The Aud|tor compared the exchange rates used for con-
|- version with the applicable official exchange rates estab-
|lished by the European Communities and the Beneficiary

ysed [choose one]:

s

xoR :_\\-\‘w the conversion rate of the date where the actual
e%c;\'i"’ ‘ ts were incurred
\)ﬂ"\‘“‘ " i - the rate applicable on the first day of the month
W \ followihg the end of reporting period
| Where rates _cannot be agreed, an exception should be
noted, (toget
13. ldentification of receipts. The Auditor exami
The Beneficiary is obliged to deduct from its claim any
receipts related to the project (income from events, re- amounts listed represent a complete record of the sources
bates from suppliers, etc.) of income connected with*the project. The amount includ-
should be noted (together with the am unt) as exceptions
in the main report. \
N
14. Identification of interest yielded on pre-financing. The Auditor compared the relevant project aceounts with
The Beneficiary, when it is the coordinator of the project, the interest shown in the bank statements and fou\d them
is to be the same.
obliged to declare interest yielded on pre-financing Any discrepancies in the interest noted in the accoun
and those reported by the Beneficiary should be noted
(together with the amount) as exceptions in the main re- \
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