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Possible most commmon errors in H2020

1. Direct costs apportioned, not measured

2. Time sheets

3. Best value for money (subcontracting and purchase of goods)

4. Basic vs. additional remuneration and bonuses

5. In-house, near off-site, semi-permanent, teleworking consultants

5+. Same old friends: no papers, UAP, depreciation "in one shot"
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Experience

Universidad Politécnica de Valencia

Audited actions: 6 (3in FP7)

Visit on site: 5 days

Effort (preparation + visit + after visit): +/- 1,5 PM

Auditors: Spanish language, national regulations
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| etter of announcement

COMMUNICATION

« PP (My formal notification”) + Email (Lear and Participant Contacts)

DEADLINES from receipt of the formal communication:

VA
« Examination on site: 20 calendar days /\ /
i

INDICATIVE LIST OF RELEVANT SUPPORTING DOCUMENTS
« "To be sent to the auditor prior to the mission on-the-spot*
« "Readily available at the time of the audit*
* “separately for each action and for each period under review”

* “Breakdown per category”

KEEP YOUR FILES IN ORDER
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INDICATIVE LIST OF RELEVANT SUPPORTING DOCUMENTS

CHECKLIST (prior / at the time of the visit)

General Information about the Beneficiary

Receipt and distribution of EU/EURATOM financial contrlbutmh -,
Supporting documents for personnel costs A~ s
Supporting documents for subcontracting i
Financial support to TP (new)

Supporting documents for equipment, infrastructure
Contribution in-kind

Supporting documents for other goods and services
State aid (new)

Access costs for transnational or virtual access to research infrastructure (new)
Information about the consortium (new)

VVVVYVYYVVVYYY

Examination on site: 20 calendar days

KEEP YOUR FILES IN ORDER
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Why do errors occur?

4 languages spoken
v Researchers

v Accounting and financial people, including auditors {3 ':{ -

v Lawyers = N
v' Policy makers

We all want simplification but it comes at a price
v Flat rate for indirect costs
v' Usual and unusual accounting practices
v' Legal certainty (both ways)

We are all human beings, and human beings ma@
v Because of lack of attention
v Because of lack of interest

European
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General Information about the Beneficiary

v' Benéeficiary’s related national legislation
v Beneficiary’s usual practices. Written manuals, procedures, internal

regulations

» personnel remuneration, procurement, depreciation, internal
invoicing, reimbursement of travel expenses, etc.

v' EC audit reports on previous audits.
v" New:

* VAT status

* Internal procedures to avoid conflict of interest.
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Personnel costs

Possible most commmon errors in H2020

1. Direct costs apportioned, not measured

2. Time sheets

3. Best value for money (subcontracting and purchase of goods)

4. Basic vs. additional remuneration and bonuses

5. In-house, near off-site, semi-permanent, teleworking consultants

5+. Same old friends: no papers, UAP, depreciation "in one shot"

European
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Personnel costs

v' General: contracts, payslip, payments...
v' Manuals, procedures: time recording systems & timesheet
v' Methodology used to calculate:
¢ Individual hourly rate:
% Personnel costs: actual, unit, additional
remuneration, ineligible costs...

¢ Productive hours: 3 options

v" Other checks: '
* Third Parties: demonstrate actual costs

(timesheets, payrolls, accounting entries, etc.)

* Recruitment, working conditions, career

development (art.32 GA)
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Personnel costs: hours worked for the action

You cannot declare:

— Budgeted time (what you indicated for the budget)
— Estimated time (e.g. person 'guessing' at the end of the year)

— Time allocation (e.g. x % of the contractual time of the person) ’. .

Hours declared to the action must be supported by
reliable records and documentation !

Indicate nothing else
7 but

The Reality

European
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Time records: supporting documents

= Depend if the person works exclusively on a H2020 action or not

LD For this purpose, "working exclusively" refers to an uninterrupted period
of at least one full calendar month during which all the hours worked by
the employee for the beneficiary were dedicated to the H2020 action.

Working Conditions

exclusively (full details available in the AGA; page 160)

only one per reporting period (per person)

1

Declaration on exclusive work

YES for the action — covering one uninterrupted period of exclusive
dedication of at least one calendar month
— dated and signed at least monthly by the person
. ) ) and his/her supervisor
NO Time records (i.e. timesheets)

—] minimum conditions | and information needed are
detailed in the AGA

European
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2. Time sheets

I work 100% on the action
so I do not have to fill in TS, correct?

Correct, but pay attention:

X| Did I spend a significant part of my time building up a
network with other entities or other laboratories of my
company, for future projects?

X| Did I spend time in writing proposals for the next calls?

X| Did I give lectures for the University?

X| Did I travel for other unforeseen activities?

European
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Subcontracting

Establishing systems from the start

You must demonstrate 'best value for money'
and take measures to avoid 'conflict of interests'

in Sub-contracting
and in Purchase of Goods, Works, Services

(including durable equipment)

Regular errors

= 'Best value' not demonstrated — no tender, no counter-
offers, no market survey

» Participants' own normal practices not applied
= No documentation kept
= Conflict of interests overriding any competition

European
Commission
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Audit planning and preparation

Eufmigan
Cornimnission
I

Examination on site

Analysis Test of systems Assessment
iﬁﬂ: g of Systems and substantive r?r:.:tlllr:e after on site
9 in place evidence g visit
Usually within 4-5 working days (one week) , (...)

General infor- | | Collection of information || Discussion

mation on: and audit evidence, on prelimi-

. organisation | | analysis of documents, Fagf audt 5

- - - indings an

* projects interviews with _ observations
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Audit agenda 19

for the week
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SUMMARIZING

« Simplification: funding rates, 25% flat rate of indirect costs
* Increase number of audited actions at once
» Bigger effort
» Keep your files in order
« During the audit
 try to solve all findings during the on-spot audit
» closure meeting (audit results and findings)
+ Get ahead:
 CFS (Annex 5 GA): factual findings to be confirmed by the Auditor
« Written internal procedures ‘

* Third Parties and subcontractors

* Implementation of previous EC audit reports

» In case of doubt, consult the NCP, the PO/FO, the EC enquwy erwce
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Horizonte 2020

EXPERIENCE CSIC
» Audited actions: 5 (H2020)
» 2 REA: 01/03/2015 — 29/02/2016
» 1 ERCEA: 01/03/2015 — 29/02/2016
» 1 CNET: 01/12/2014 — 31/05/2016
» 1 RTD: 01/02/2015 - 31/01/2016
» Visit on site: 11 days (two tranches) March 2017

» Auditors: Italian language

19



Horizonte 2020

» Draft Preliminary Report...

...ln short



Horizonte 2020

Responsibility of the Beneficiary for the
Financial Statements

» The Beneficiary is responsible for the preparation and
fair view of the financial statements in accordance with
the grant agreement and for maintaining adequate
accounting records and documentation to support and
justify the costs reported. The Beneficiary is also
responsible for such internal controls as are necessary to
enable the preparation of financial statements that are
free from misstatement, whether due to error or fraud.

21



Horizonte 2020
Auditors’ responsibility

» An audit engagement involves performing relevant procedures to
obtain evidence about the amounts claimed In the financial
statements. The procedures selected depend on the auditors’
ludgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or
error

El auditor puede pedir cualquier tipo de documentacion relativa a
los procedimientos de la entidad.: puede solicitar el procedimiento
completo de contratacion del personal especifico del proyecto,
Incluidos los CV de los candidatos no seleccionados.

El objetivo es verificar el cumplimiento de las obligaciones
establecidas en art. 32 del GA

22



Horizonte 2020
Auditors’ respongibility
» The auditors consider internal controls relevant to the
entity’s preparation and presentation of the financial
statements in order to design audit procedures that are
appropriate in the circumstances relevant for the scope
of this engagement, but not for the purpose of

expressing an opinion on the effectiveness of the entity’s
Internal controls as a whole.

La aceptacion por el auditor de los procedimientos
utilizados por la entidad en una auditoria concreta no
garantiza que sean aceptados en otros proyectos de la UE

23



Horizonte 2020

Auditors’ responsibility

» The auditors' work is not designed specifically to identify
Incidences of fraud. Accordingly, fraud may occur and not
be detected.

Estas Incidencias o fraudes pueden ser detectados a
posteriori en cualquier otra auditoria que realice la
Comision, el Tribunal de Cuentas o la OLAF (siempre que
no haya transcurrido el plazo de prescripcion).

24



Horizonte 2020
RESPONSABILIDAD DE LOS AUDITORES

» FOLLOW-UP OF PREVIOUS AUDITS CARRIED OUT. The
auditors have inquired whether other EU Research Grants under
the 7th FP or the H2020 Programme, in which the Beneficiary may
have participated, have been already audited. Where the reports of
these previous audits have identified systemic or recurrent issues
which might potentially impact other actions, the auditors inquired
during the normal course of our work concerning the actions
subject to current audit assignment, whether the Beneficiary has
taken measures to prevent the recurrence of these previous issues.

La consecuencia es que si repiten las iIncidencias, las
“recomendaciones” pueden convertirse en “errores sistemdticos” Y
se aplicaria la extrapolacion a todos los proyectos.
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Horizonte 2020
Auditors’ responsibility

» The auditors’ work is limited to verifying, to the extent that they are qualified
and able to, that those costs

» have been incurred solely for the intended purpose of the GA.

» specific costs are provided for in the budget proposals prior to GA
signature (or reflected and prescribed within Annex | to the audited

research GA)

» those costs when actually incurred are processed, validated and approved
within an accounting system and related internal control structure that
would meet or exceed the generally accepted international principles of
sound financial management

Las auditorias se basan en la normativa UE, fundada a su vez en estandares
Internacionales de contabilidad. Un procedimiento contable o sistema de control
Interno de la entidad que vaya mas alla de las normas UE en FP7/H2020 influira
en la percepcion positiva del auditor . e



Horizonte 2020
Auditors’ responsibility

» It is not a value for money or performance audit. It is a report by
exception. As such, it cannot normally create legitimate
expectations on the conformity of the costs declared or the
methods of calculation used.

Es una practica del mundo financiero y consiste en incidir en los
puntos o aspectos que potencialmente representan un problema y
que, por ello, deben tener un seguimiento In_situ (requiriendo
aclaraciones o nueva documentacion) y a posteriori (de ahi que se
pidan anteriores auditorias)

La conclusion es que los resultados de una auditoria concreta por
muy positivos que sean no permiten garantizar que las siguientes
vayan a obtener la misma calificacion

27
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Para cualquier Informacion Adicional, consulte con los
NCP para Temas Legales y Financieros:

Gonzalo Arévalo (Instituto de Salud Carlos Ill)
Av/ Monforte de Lemos, 5 - 28029 Madrid

Tel. +34 91 822 20 69

Email: garevalo@eu-isciii.es

Carmen Hormigo (CSIC)
Serrano 117 - 28006 Madrid
Tel: +34 91 568 18 30

E-mail: c.hormigo@orgc.csic.es

E- mall. dlana.castrlIIon@sgl.upv.es

Andrés Martinez (CDTI- SOST)

Tel + 32 2 289 26 95 /96
Email: andres.martinez@sost.be
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