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INTRODUCTION

1. The European Aviation Safety Agency (hereinafter called
the Agency) was established by Regulation (EC) No 1592/2002 of
the European Parliament and of the Council of 15 July 2002 (%).
The financial year 2004 was the second in which the Agency
actually carried out its operating activities. The Agency’s tasks are
to maintain a high level of civil aviation safety, to ensure the
proper functioning and development of civil aviation safety, to
establish certification specifications and to provide certification of
aeronautical products. Table 1 summarises the competences
and activities of the Agency on the basis of information supplied
by it.

2. For information, the annual accounts drawn up by the
Agency for the financial year 2004 are presented in summary
form in Tables 2, 3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Agency’s accounts, as required
by Article 248 of the Treaty establishing the European
Community.

4. The Agency’s accounts for the financial year ended
31 December 2004 (3) were drawn up by its Executive Director,
pursuant to Article 49 of Regulation (EC) No 1592/2002, and
sent to the Court, which is required to give its opinion on their
reliability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

Reliability of the accounts

The Agency’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Agency’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. Contrary to the budgetary principle of specificity, the
Agency’s initial budget and its amending budgets, as published in
the Official Journal, do not give a breakdown of appropriations
in terms of articles and items, as required by Article 23 of the
Agency’s financial regulation.

8. The revenue and expenditure account for the financial year
2003 showed a loss () of 214 000 euro. In accordance with the
provisions of the Agency’s financial regulation, this outturn ought
to have been entered in an amending budget for 2004 (%).

9. The budgetary management suffers from a number of
anomalies: a lack of any indication in the amending budgets about
the transfers carried out or even of any reasons for these trans-
fers, failure to inform the Management Board about the transfers,
and payment of advances outside the budget.

10. The Agency has not yet adopted the implementing rules
for its financial regulation. Neither has it carried out any risk
analysis or prepared any internal control standards.

11. The staff selection procedures are not laid down formally
and vary from one selection to another without any apparent rea-
son. In order to improve the transparency of the decisions taken
in this regard, the Agency needs to formalise its recruitment pro-
cedures and make them more consistent.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October

2005.

(1) OJL 240, 7.9.2002, p. 1.
(3) OJ L 248,16.9.2002, p. 1.

(}) These accounts were drawn up on 23 August 2005 and received by
the Court on 19 September 2005.

For the Court of Auditors
Hubert WEBER
President

(%) This loss was due to carry-overs of appropriations that were not cov-
ered by the budgetary revenue received.
(5) Article 16(2) of the Agency’s financial regulation.
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Table 3

European Aviation Safety Agency — Revenue and expenditure account for the financial years 2004 and 2003 ()

(1 000 euro)

2004 2003
Operating revenue

Community subsidies 7777 3725
Other subsidies 248 0
Reimbursement of expenditure 3 0
Other revenue 350 0
Total (a) 8378 3725

Operating expenditure
Staff 5556 662
Buildings and related expenditure 689 92
Other administrative expenditure 743 82
Allocation to provisions 89 1
Operating expenditure 2081 261
Total (b) 9158 1098
Operating outturn (c = a - b) -780 2627
Financial income (d) 0 0
Financial expenses (€) 2 0
Financial outturn (f=d - e) -2 0
Outturn for the financial year (g = ¢ + f) -782 2627

(") The data for the financial year 2003 have been restated to make them comparable, following the transition to accruals-based accounting.

Source: Agency data — This table summarises the data supplied by the Agency in its annual accounts.
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Table 4

European Aviation Safety Agency — Balance sheet as at 31 December 2004 and 31 December 2003 (})

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Intangible assets 69 27 | Own capital
Outturns carried over from previous financial
Tangible assets years 2627 0
Outturn for the financial year -782 2627
Computer equipment 376 12 Subtotal | 1845 2627
Furniture and vehicles 285 0 | Current liabilities
Other fittings and equipment 261 0 | Current accounts payable 549 112
Subtotal 922 12 | Sundry accounts payable 61 6
Amounts owed to Community institutions and
Current assets bodies 3843 32
Prefinancing 70 0 Subtotal | 4453 150
Sundry accounts receivable 171 5
Other accounts receivable 68 5
Amounts owed by Community institutions and
bodies 20 1
Subtotal 329 11
Liquid assets 4978 2727
Total 6 298 2777 Total 6 298 2777

(") The data for the financial year 2003 have been restated to make them comparable, following the transition to accruals-based accounting.
Source:  Agency data — This table summarises the data supplied by the Agency in its annual accounts.
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THE AGENCY’S REPLIES

7. The Agency has taken into account the Court’s observa-
tion. The budget for the financial year 2005 and the preliminary
draft budget for 2006 were adopted with the breakdown required
by the regulations.

8. The Agency has taken into account the loss recorded in
2003 in the revenue and expenditure account for the financial
year 2004. As the outturn recorded in 2004 was positive, it ought
not to have to be entered in an amending budget.

9. All decisions on transfers in the financial year 2004 were
reasoned, with the exception of the first two. The Agency has

taken the necessary steps to avoid the situations described by the
Court from recurring.

10. The implementing rules for the Agency’s financial regu-
lation were adopted by its Management Board on 14 June 2005. A
risk manager/internal auditor, whose main task shall be to carry
out risk analysis and prepare internal control standards, is being
recruited.

11. The Agency will endeavour to improve the transparency
of its recruitment procedures, in particular by drawing up manu-
als of procedure.
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INTRODUCTION 6. The Court has obtained a reasonable basis for the opinion
expressed below.

1. The European Medicines Agency (hereinafter referred to as

the Agency) was created by Council Regulation (EEC) No 2309/93
of 22 July 1993 which was replaced by Regulation (EC)
No 726/2004 of the European Parliament and of the Council of
31 March 2004 ('). The Agency operates through a network
and coordinates the scientific resources made available by the
national authorities in order to ensure the evaluation and super-
vision of medicinal products for human or veterinary use. Table 1
summarises the powers and activities of the Agency on the basis
of the information supplied by it.

2. For information, the annual accounts drawn up by the
Agency for the financial year 2004 are summarised in Tables 2, 3
and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (); it was drawn up
following an examination of the Agency’s accounts, as required
by Article 248 of the Treaty establishing the European
Community.

4. The Agency’s accounts for the financial year ended
31 December 2004 (%) were drawn up by its Executive Director,
pursuant to Article 68 of Regulation (EC) No 726/2004, and sent
to the Court, which is required to give its opinion on their reli-
ability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

Reliability of the accounts

The Agency’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Agency’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opin-
ion into question.

OBSERVATIONS

7. The Agency’s Management Board has set up an Audit
Advisory Committee to advise the Executive Director on matters
regarding quality assurance and risk-mitigating strategies. The
existence of such a body and its operating procedures, including
the recruitment procedure for its members, must be provided for,
on account of its permanent nature, in the rules which govern the
Agency'’s internal organisation.

8. The contracts concluded with the banks have been in force
for over five years even though the detailed rules for the imple-
mentation of the Agency’s financial regulation lay down that
there should be a new invitation to tender at least once every five

years (%)

9. The Court notes that the Agency’s new financial regula-
tion, as finally adopted after receipt of the Commission’s opin-
ion, takes account of the observations which the Court made in
its previous report (°). Similarly, the system for managing the
Agency’s fixed assets has been considerably improved (©).

This Report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October

2005.

(1) OJL 214, 24.8.1993,p.1and OJ L 136, 30.4.2004, p. 1. Pursuant to
the latter Regulation the Agency’s original name, European Agency for
the Evaluation of Medicinal Products, was changed to European Medi-
cines Agency.

(?) OJ L 248,16.9.2002, p. 1.

(®) These accounts were drawn up on 29 September 2005 and received
by the Court on 29 September 2005.

For the Court of Auditors
Hubert WEBER
President

() Article 53(3).

(°) See paragraph 7 of the Report for the financial year 2003 (O] C 324,
30.12.2004, p. 31).

(6) See paragraph 10 of the Report for the financial year 2003.
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Table 3

European Medicines Agency — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003 (')
Revenue

Fees relating to marketing authorisations 68 412 58 657
Commission subsidy including contributions received from the EEA 20529 19 786
Community subsidy for orphan medicines 4026 2814
Contributions for Community programmes 0 1208
Administrative revenue 1973 1703
Sundry revenue 1473 1788
Total (a) 96 413 85956

Expenditure
Staff expenditure 34333 29 663
Administrative expenditure 11 224 10 835
Operating expenditure 38573 32 838
Depreciation 3650 2364
Other expenses 280 0
Total (b) 88 060 75700
Operating result (c = a-b) 8353 10 256
Financial result (e) 1160 676
Economic outturn (f = c + e) 9513 10 932

(") The data for the financial year 2003 have been reprocessed to make them comparable to those of 2004.
Source: The Agency’s data — This table summarises the data provided by the Agency in its annual accounts.
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Table 4

European Medicines Agency — Balance sheet at 31 December 2004 and 31 December 2003

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Intangible assets 5109 3401 | Own capital
Outturn carried over from previous financial
years 13767 6872
Fixed assets Economic outturn 9513 10 932
Plant, machinery and tools 2 480 1635 Subtotal | 23 280 17 804
Furniture and vehicle fleet 1375 1011
Computer equipment 3151 2548 | Current liabilities
Subtotal 7 006 5194 | Amounts owed in social security charges 320 0
Amounts owed to Community institutions and
bodies 4910 479
Current assets Current liabilities 13151 11 936
VAT paid and to be recovered 1888 1105 | Other accounts payable 106 127
Amounts owed by Community institutions and
bodies 148 107 | Advances from customers 11 250 8 845
Sundry accounts receivable 1795 1034 Subtotal | 29737 21387
Sundry receivables and advances 2061 64
Subtotal 5892 2310
Available assets 35010 28 286
Total | 53017 39191 Total | 53017 39191

Source: The Agency’s data — This table summarises the data provided by the Agency in its annual accounts.
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THE AGENCY’S REPLIES

7. The Audit Advisory Committee is a consultative body and
has no operational role in the internal organisation of the Agency.
On 4 February 2005 the Management Board of the agency
adopted the Terms of Reference of the Audit Advisory Commit-
tee which include the mission statement of this committee as well
as the rules of proceedings.

8. The Agency has had to implement a wide-ranging reform
of the Financial Regulation and Accounting procedures over the
last few years. It was considered prudent not to seek a change in
the main bank at the same time due to the integration of our sys-
tems with this bank’s electronic payment system. Now that the

Agency is in the final stage of implementing the new Financial
Regulation, a call for tender will be launched in the last quarter of
this year. However it should be noted that substantial reductions
in bank transfer costs have been achieved through direct negotia-
tions with the bank and automation of payments. Also place-
ments of funds are subject to individual bids from up to three
banks based on the market rates on a particular day.

9. The Agency notes with satisfaction that these points, men-
tioned in the Court’s report on the 2003 accounts, have been
resolved.
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INTRODUCTION

1. The European Agency for Reconstruction (hereinafter
called the Agency) was established pursuant to Council Regula-
tion (EC) No 1628/96 (1). This Regulation was replaced by Coun-
cil Regulation (EC) No 2068/2004 (?). The Agency, which was
actually set up in February 2000, was initially responsible for
managing the EU’s aid programmes in Kosovo. Following three
extensions to its mandate in 2001, 2002 and 2004, its operations
now also cover Serbia and Montenegro and the former Yugoslav
Republic of Macedonia. The Agency’s head office is in Thessal-
oniki and it has operational centres in Belgrade, Podgorica, Pris-
tina and Skopje. It implements programmes to foster institution-
building and good governance, to promote the development of a
market economy and essential infrastructure and to consolidate
civil society. Table 1 summarises the Agency’s powers and activi-
ties based on information provided by the Agency itself.

2. For information purposes the annual accounts drawn up
by the Agency for the financial year 2004 are summarised in
Tables 2, 3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (3); it was drawn up
following an examination of the Agency’s accounts, as required
by Article 248 of the Treaty establishing the European
Community.

4. The Agency’s accounts for the financial year ended
31 December 2004 (%) were drawn up by its Director, pursuant
to Article 8(2) of Council Regulation (EC) No 2667/2000 (°), and
sent to the Court, which is required to give its opinion on their
reliability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

(1) OJ L 204, 14.8.1996, p. 1.

() OJ L 358, 3.12.2004, p. 2.

(}) OJ L 248,16.9.2002, p. 1.

(* These accounts were drawn up on 13 October 2005 and received by
the Court on 18 October 2005.

(>) OJ L 306, 7.12.2000, p. 7.

Reliability of the accounts

Except for the issue mentioned in paragraph 9, the Agency’s
accounts for the financial year ended 31 December 2004, in
all material respects, are reliable.

Legality and regularity of underlying transactions

Except for the issue mentioned in paragraph 11, the transac-
tions underlying the Agency’s accounts, taken as a whole, are
legal and regular.

OBSERVATIONS

7. Although significant funds were maintained throughout
the year (¢), the Agency has no active treasury management policy
in place; considerable amounts are maintained on current bank
accounts without their earnings being checked by the Agency.

8. Reconciliations between bank accounts and the Agency’s
accounting records are not regularly carried out. With the intro-
duction of accruals accounting in 2005, it is even more relevant
that bank accounts be reconciled with the accounting records on
a monthly basis.

9. In the absence of effective internal control procedures for
long-term receivables the Court cannot be certain that the trans-
actions relating to counterpart funds, credit line schemes and spe-
cial funds have been completely recorded.

10. One of the main problems the Agency faces is the diffi-
culty in recruiting agents capable of carrying out the difficult tasks
with which it is entrusted. The policy of renewing the mandate of
the Agency for short periods of time increases this problem as
very few individuals with the required profile will relocate under
these circumstances.

11. In its 2003 report (7), the Court noted anomalies which
had affected decisions in awarding contracts. In 2004 this situa-
tion was again observed. Tenders are the subject of formal pro-
cedures which constitute the main guarantee against unequal
treatment between tenderers. It is therefore essential to ensure
that procedures are strictly applied. Many of the difficulties
encountered were due to the fact that criteria set in calls for ten-
der were open to interpretation because they were unsuited to the
practical situation. The Agency should thus be particularly atten-
tive when setting selection criteria to avoid unrealistic require-
ments which would later lead to interpretation and ineffective
procedures.

() The bank account balance at 31 December 2004 was 158 million
euro — see Table 4.

(7) Issued on 10 December 2004.
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12. A review of operations entrusted to the United Nations
Mission in Kosovo (UNMIK) was carried out. It has covered all
16 operations still open in the Agency’s accounts totalling
30,7 million euro (2004 payments 2,5 million euro). In those
cases where UNMIK is directly managing the contracts, the
Agency made payments without exercising adequate financial
control. The frequent absence of audit trail requires an in-depth
review of the applicability of the agreement (*) signed between the
Commission and the United Nations.

13. In the cases of funds where UNMIK was acting on behalf
of the local government departments, the management of these
operations was entirely left to these departments. The Agency has
not paid sufficient attention to the proper financial organisation

of the beneficiaries because it assumed this was the legal respon-
sibility of UNMIK and was then faced with serious difficulties in
closing the operations mainly due to an absence of adequate
accounts for the projects and of sufficient justification for the
expenditure.

14. Concerning supporting documentation for payments, a
standardised system of dealing with payment requests needs to be
adopted and criteria set on the kind of supporting evidence that
is necessary for a payment to be made.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 10 Novem-

ber 2005.

(') Financial and Administrative Framework Agreement (FAFA) signed
between the European Commission and the United Nations on
29 April 2003.

For the Court of Auditors
Hubert WEBER
President
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Table 3

European Agency for Reconstruction — Revenue and expenditure account for the financial years 2004 and 2003 (?)

(1 000 euro)

2004 2003
Revenue
EC subsidy 231909 274221
Recovery of expenses (reuse Title III) 1229 1318
Revenues from administrative operations (reuse Titles I and II) 181 199
Other operating revenue 6113 28 413
Total operating revenue 239 432 304 151
Expenditure
Administrative expenses
— Staff expenses 17 575 17 333
— Other administrative expenses 6290 6475
Operational expenses
— Centralised direct management 268 965 297 168
Total administrative and operational expenditure 292 830 320976
Surplus/(Deficit) from operating activities -53398 - 16 825
Extraordinary gains 738 0
Extraordinary losses -1269 -4118
Economic result of the year -53929 -20943

(") The figures for 2003 have been adjusted from those previously presented to reflect a change in accounting practices.
NB: Any discrepancies in totals are due to the effects of rounding.
Source: The Agency’s data — This table summarises the data provided by the Agency in its annual accounts.
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Table 4

European Agency for Reconstruction — Balance sheet as at 31 December 2004 and 31 December 2003 (!)

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003

Fixed assets Fixed capital
Fixed assets at net book value 1652 1771 | Own capital () 63270 1771

Subtotal 1652 1771 | Accumulated surplus 150332 | 204261
Long-term receivables Subtotal | 213 602 | 206 032
Counterpart funds, credit line schemes and
special funds 61619 0 | Current liabilities

Subtotal | 61619 0 | Employee benefits 28 0
Current receivables Current payables 9619 6067
Current receivables 1761 135 | Other accounts payable 37 515

Subtotal 1761 135
Cash accounts Subtotal 9 684 6582
Cash and cash equivalents 158 254 | 210708

Subtotal | 158 254 | 210 708

Total | 223286 | 212614 Total | 223 286 212614

(") The figures for 2003 have been adjusted from those previously presented to reflect a change in accounting practices.

() Own capital is calculated as the sum of Fixed assets and Long-term receivables.
NB: Any discrepancies in totals are due to the effects of rounding.
Source: The Agency’s data — This table summarises the data provided by the Agency in its annual accounts.




C 332/22

Official Journal of the European Union

28.12.2005

THE AGENCY’S REPLIES

7. The funds available in the Agency’s bank accounts are
commensurate with its disbursement needs, taking into account
that payments may reach peaks of 45 million euro in a single
month and that there was in December 2004 a total outstanding
amount of 345 million euro to be paid on contracted funds. Dis-
ruption in treasury due to delays in receiving the requested
tranches of the EC subsidy also needs to be avoided. The Agency
follows a treasury policy in line with the Commission’s practice.
Following the Court’s observation, guidance from DG Budget will
be sought. Recovery orders are issued to ensure proper recording
in the accounts. In 2004, 2,9 million euro was earned on the EAR
bank accounts.

8. Bank reconciliations were frequently carried out by the
Agency before the introduction of the new double entry comput-
erised accounting tool in mid-2004. The Agency agrees to per-
form them on a monthly basis.

9. In accordance with its commitments taken in the context
of the 2003 discharge procedure, the Agency has entered in the
final 2004 accounts the original value of the investment less a
provision for bad debts for all counterpart funds and credit line
schemes and the unspent amount for special funds. All of these
activities have undergone or are undergoing external audits in
2005. The Agency considers that the accounts provide a fair
and complete view of the EAR long term receivables. Any minor
adaptation needed will be made in the 2005 balance.

11.  The Agency operates under difficult circumstances in a
demanding environment and is fully aware of the risk involved in
managing substantial amounts of assistance under such condi-
tions. It therefore established an elaborated procurement system
with clear division of tasks amongst its operational, procurement
and finance staff. The EAR has taken appropriate measures to
address the issues raised by the Court in its annual report for

2003 finalised and published end of 2004; thus the improve-
ments could not be visible in 2004 but will be appreciated in the
context of the audit for the 2005 exercise. The EAR in particular
provided central guidance to the actors involved in calls for ten-
ders across the Agency and improved the coherence of applicable
standards and approaches. Such efforts will continue in order to
ensure that the relevant recommendations of the Court are com-
plied with.

12. The Agency attempts by all means to ensure that UNMIK
respects its relevant obligations. The EAR’s policy is to insist in
particular on receiving in due time and form the reports provided
for in the contracts, and to reject them if inappropriate. No fur-
ther payments are made without checking the financial data and
documents required. The EAR also funds audits at the most
appropriate stage of implementation, normally in view of,
or immediately after, the closure of a contract. These audits are
‘subject to the internal and external auditing procedures laid down
in the Financial Regulations, rules and directives of the United
Nations’ as stipulated in Article 1(a) of the FAFA.

13. The terms of the EAR grant agreements with UNMIK are
clear on the respective shares of responsibility. UNMIK is the
responsible organisation regarding government departments.
Conscious of the difficulties mentioned, the Agency provided
technical and financial advice in the framework of certain grant
agreements. This practice will be further extended in future. The
Agency’s final payments to UNMIK are conditional to the respect
of financial requirements, based on reports by independent
auditors.

14. The Agency uses a workflow (financial circuit) with two
verifications prior to authorisation and standard checklists. An
Instruction Note with the detailed procedure for processing
invoices was updated in mid-2004. Efforts to further strengthen
and standardise these rules will continue.
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INTRODUCTION

1. The European Agency for Safety and Health at Work
(hereinafter referred to as the Agency) was established by Council
Regulation (EC) No 2062/94 of 18 July 1994 (1). The Agency’s
task is to collect and disseminate information on national
and Community priorities in the field of safety and health at work,
to support national and Community organisations involved in the
formulation and implementation of policy and to provide infor-
mation on preventive measures. Table 1 summarises the Agency’s
competences and activities based on information provided by the
Agency.

2. For information, the annual accounts drawn up by the
Agency for the financial year 2004 are summarised in Tables 2, 3
and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Agency’s accounts, as required
by Article 248 of the Treaty establishing the European
Community.

4. The Agency’s accounts for the financial year ended
31 December 2004 (3) were drawn up by its Executive Director,
pursuant to Article 14 of Regulation (EC) No 206294, and sent
to the Court, which is required to give its opinion on their reli-
ability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis to support the
following opinion.

Reliability of the accounts

The Agency’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Agency’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. The Agency has not yet put in place detailed rules for the
implementation of its new financial regulation or provided for
internal control procedures based on risk analysis (*).

8. Four framework contracts signed more than four years ago
were used in 2004 for contracts amounting in total to 208 000
euro. Article 117 of the detailed rules for the implementation of
the Financial Regulation (°) applicable to the general budget lim-
its the duration of such contracts to four years.

9. The revenue and expenditure account for the financial year
2003 shows, before economic adjustments, a loss of
1 987 000 euro connected with the implementation of the Agen-
cy’s budget. This balance ought to have been included in an
amending budget for the financial year 2004 (9).

This report was adopted by the Court of Auditors in Luxembourg at its meeting of

5 October 2005.

() OJ L 216, 20.8.1994, p. 1. Regulation amended by Council Regula-
tion (EC) No 1654/2003 of 18 June 2003 (O] L 245, 29.9.2003,
p- 38).

(3 OJL 248,16.9.2002, p. 1.

(®) These accounts were drawn up on 6 September 2005 and received by
the Court on 19 September 2005.

For the Court of Auditors
Hubert WEBER
President

(%) Article 38 of the Agency’s financial regulation.

(°) Commission Regulation (EC, Euratom) No 2342/2002 of 23 Decem-
ber 2002 (O] L 357, 31.12.2002). The provisions of this regulation
apply to the Agency on the basis of Article 74 of Commission Regu-
lation (EC, Euratom) No 2343/2002 of 23 December 2002 laying
down the financial framework for the bodies mentioned in Article 185
of the Financial Regulation applicable to the general budget.

(6) Article 16 of the Agency’s financial regulation.
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Table 3

European Agency for Safety and Health at Work — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Revenue
Community subsidies 9 542 11 641
Other subsidies 66 66
Other revenue 111 157
PHARE revenue 121 824
Total revenue (a) 9 840 12 688
Expenditure
Staff — Title I of the budget
Payments 3379 3245
Appropriations carried over 60 87
Administration — Title II of the budget
Payments 966 1146
Appropriations carried over 248 186
Operating activities — Title IIT of the budget
Payments (') 2426 2559
Appropriations carried over 2549 5859
PHARE expenditure
Payments 0 548
Appropriations carried over 0 502
Total expenditure (b) 9628 14 131
Outturn for the financial year (c=a-b) (3 212 -1443
Balance carried over from the previous financial year -1987 -1108
Appropriations carried over and cancelled 887 766
Sums to be reused from the previous financial year and not used 0 1
RO (PHARE 1I) appropriations not used 144 0
Payments against commitment cancelled in 2002 0 -191
Exchange-rate differences 0 4
PHARE amount to be refunded to the Commission -39 0
Adjustment entries 2 -16
Outturn for the financial year before economic adjustments (d) -779 -1987
Budget revenue to be recovered 0 850
Other revenue to be recovered 0 3
Acquisitions of fixed assets 58 207
Depreciation -175 - 186
Stock -6 0
Scrapping of fixed assets -91 0
Depreciation 88 0
Miscellaneous expenditure -34 -1
Economic adjustments (e) -161 873
Balance for the financial year (d + e) -940 -1113

(") This sum includes payments made from the appropriations to be re-used in 2004 (18 573 euro).

(?) Calculated in accordance with the principles of Article 15 of Council Regulation (EC, Euratom) No 1150/2000 of 22 May 2000 (OJ L 130, 31.5.2000, p. 8).

NB: Variations in totals are due to the effects of rounding.
Source: The Agency’s data — This table summarises the data provided by the Agency in its annual accounts.
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Table 4

European Agency for Safety and Health at Work — Balance sheet at 31 December 2004 and 31 December 2003

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Fixed assets Own capital
Computer software 66 95 Own capital (*) 431 431
IT equipment 90 136 | Budget outturn for the financial year 1207 -879
Fittings and furniture 169 215 | Adjustment outturn -161 873
Subtotal 325 445 | Balance for the previous financial year -1113 -1108
Stocks Subtotal 364 - 683
Office supplies 0 6 | Current liabilities
Subtotal 0 6 | Non-automatic carry-overs 0 135
Current assets Automatic carry-overs 2857 6498
Community subsidies 809 1035 | Commission 145 282
Sundry accounts receivable 19 62 | Sundry accounts payable 67 128
Subtotal 828 1097 | Payroll deductions 0 73
Cash accounts Subtotal 3069 7117
Bank and cash 2305 4 889 | Provisions for risks and charges
Cash 3 1 | Cases pending 34 0
Subtotal | 2308 4 890 Subtotal 34 0
Suspense accounts Suspense accounts
Advances 6 6 Revenue for re-use 0 11
Subtotal 6 6 Subtotal 0 11
Total 3 467 6 445 Total 3 467 6 445

(") The amount of own capital, fixed at 31 December 2003, corresponds to the sum of the gross value of fixed assets at 31 December 2002 minus historical depreciation for
the period 1996 to 2002, plus the variation in the value of stock between 31 December 2002 and 31 December 2003 and the adjustments on the valuation, recognition and

downgrading of fixed assets.

NB: Variations in totals are due to the effects of rounding.

Source: The Agency’s data — This table summarises the data provided by the Agency in its annual accounts.
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THE AGENCY’S REPLIES

7. Draft detailed rules for the implementation of the new
financial regulation were sent to the Commission on
30 May 2005 for comments before submission to the Adminis-
trative Board.

The Agency’s internal control procedures were drawn up on the
basis of guidelines handed down by the Commission, and will be
gradually adapted in accordance with the conclusions of the

forthcoming report of the Commission’s Internal Audit Service
and the risk analysis to be undertaken by the Agency.

8. These four service contracts will all be the subject of a call
for tenders in 2005.

9. The cumulative negative budget outturn for the financial
year 2004 will be entered in the 2005 budget.
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INTRODUCTION

1. The European Maritime Safety Agency (hereinafter called
the Agency) was set up by Regulation (EC) No 1406/2002 of the
European Parliament and of the Council of 27 June 2002 (). It
began its operational activities in 2003. The Agency’s tasks are to
ensure a high level of maritime safety and prevention of pollu-
tion by ships, to provide the Commission and the Member States
with technical assistance, to monitor the implementation of Com-
munity legislation and to evaluate its effectiveness. Table 1 sum-
marises the Agency’s competences and activities on the basis of
information it has supplied.

2. For information, the annual accounts drawn up by the
Agency for the financial year 2004 are summarised in Tables 2, 3
and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (3); it was drawn up
following an examination of the Agency’s accounts, as required
by Article 248 of the Treaty establishing the European
Community.

4. The Agency’s accounts for the financial year ended
31 December 2004 (3) were drawn up by its Executive Director,
pursuant to Article 18 of Regulation (EC) No 1406/2002, and
sent to the Court, which is required to give its opinion on their
reliability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

Reliability of the accounts

The Agency’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Agency’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. According to Article 31 of the Agency’s financial regula-
tion, a distinction has to be made in the Agency’s budget between
commitment appropriations and payment appropriations. This
distinction between types of appropriations is not in evidence in
the Agency’s budget for the financial year 2004. During the year
in question, the Agency nevertheless managed part of its operat-
ing appropriations according to the rules applicable to differen-
tiated appropriations. However, the accounts relating to the
Agency’s implementation of its budget are not suited to present-
ing differentiated appropriations. The Agency must adapt its bud-
get and the presentation of its accounts to the kind of appropria-
tions it is managing.

8. The appropriations carried over from the previous finan-
cial year which were not used by the end of the year were not can-
celled. Moreover, an analysis of the implementation of the bud-
get shows a low level of execution of payments (¥), and a
substantial volume of carry-overs of appropriations to the follow-
ing year (°). Such practices do not comply with the budgetary
principles of accuracy and annuality (9).

9. The share of carry-overs of appropriations that is to be
regarded as expenditure for the financial year is evaluated on the
basis of declarations made by the authorising officers by delega-
tion. These declarations have to be drawn up in such a way as to
enable the accounting officer to correctly appraise the Agency’s
actual expenditure, which has not often been the case. Further-
more, the files concerning commitments and payments are fre-
quently incomplete and operations carried out on the basis of
provisional commitments cannot be properly traced. The inter-
nal control system needs to be strengthened in order to remedy
its shortcomings.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October

2005.

() OJ L 208, 5.8.2002, p. 1.
(2) O] L 248,16.9.2002, p. 1.

(%) These accounts were drawn up on 15 June 2005 and received by the
Court on 22 July 2005.

For the Court of Auditors
Hubert WEBER
President

(*) Overall, the rate of payment for commitments for the year is 62 %; for

operating expenditure (Title III), this rate falls to 17 %.

(°) Overall, the rate of carry-over is 39 %; for operating expenditure
(Title I1I), this rate is 85 %.
(%) Articles 9 and 10 of the Agency’s financial regulation.
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Table 3

European Maritime Safety Agency — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003 (')
Revenue
Community subsidies 12 800 2630
Other revenue 5 2
Total budget revenue (a) 12 805 2632
Expenditure
Staff — Title I of the budget
Payments 3594 647
Appropriations carried over 143 66
Administration — Title II of the budget
Payments 635 238
Appropriations carried over 684 315
Operating activities — Title 1II of the budget
Payments 437 13
Appropriations carried over 2074 155
Total budget expenditure (b) 7 567 1434
Balance (c =a-b) 5238 1198
Appropriations carried over and cancelled 251 —
Exchange-rate differences -1 0
Balance of the budget implementation for the financial year (d) 5488 1198
Variation in automatic carry-overs of appropriations and invoices to be received 2089 399
Variation in investments for the financial year 242 11
Variation in debts (Commission) - 5489 -1198
Depreciation for the financial year -43 -3
Variation in advances to suppliers 56 —
Outturn of the economic adjustments for the financial year (e) 2343 407

(") The data for the financial year 2003 have been restated in order to comply with the principle of accruals-based accounting.

NB: Variations in totals are due to the effects of rounding.
Source:  Agency data — This table summarises the data supplied by the Agency in its annual accounts.
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European Maritime Safety Agency — Balance sheet at 31 December 2004 and 31 December 2003

Table 4

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003 (1)
Fixed assets Own capital
Computer software 30 11 Outturn carried over 2750 407
Equipment and machinery 27 0 Subtotal 2750 407
Computer equipment 193 0
Depreciation - 44 -3
Subtotal 206 8
Current assets Long-term debt
Budgetary balance to be repaid (2004) 5488 1198
Sundry accounts receivable 38 2 Subtotal 5488 1198
Recoverable VAT 2 0
Advances to staff 19 17 | Current liabilities
Advances to Community bodies 1 1 | Budgetary balance to be repaid (2003) 1198
Advances to suppliers 56 0 | Invoices to be received 413 137
Advances to Social Security (ONSS) 22 0 | Sundry accounts payable 249 29
Subtotal 138 20 Subtotal 1860 167
Cash accounts
Bank accounts 9754 1744
Subtotal 9754 1744
Total | 10098 1772 Total | 10098 1772

(*) The data for the financial year 2003 have been restated in order to comply with the principle of accruals-based accounting.

NB: Variations in totals are due to the effects of rounding.

Source:  Agency data — This table summarises the data supplied by the Agency in its annual accounts.
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THE AGENCY’S REPLIES

7. The Agency managed part of its operating appropriations
according to the rules applicable to differentiated appropriations.
It is in contact with the Commission with a view to drawing up
appropriate presentation models for its budget data.

8. Following the Court’s observation, the Agency cancelled
the appropriations carried over which were not used. Due to a
lack of operational managerial staff, it was only possible to launch
the calls for tenders in the autumn, which explains the

low rate of payment observed and, consequently, the high rate of
carry-overs.

9. From the financial year 2005 the carry-overs to be taken
into account will be examined on the basis of invoices and not on
the basis of declarations made by the authorising officers. The
Agency is in the process of strengthening its internal control sys-
tem in order to ensure better traceability of its operations, in par-
ticular by standardising book-keeping procedures.
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INTRODUCTION

1. The European Environment Agency (hereinafter called the
Agency) was established by Council Regulation (EEC) No 1210/90
of 7 May 1990 (*). It is responsible for setting up an observation
network that provides the Commission, the Member States and,
more generally, the public with reliable information on the state
of the environment. The information should, in particular, enable
the European Union and the Member States to take action to safe-
guard the environment and assess the effectiveness of such action.
Table 1 summarises the Agency’s competences and activities on
the basis of information it has supplied.

2. For information, the annual accounts drawn up by the
Agency for the financial year 2004 are summarised in Tables 2, 3
and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Agency’s accounts, as required
by Article 248 of the Treaty establishing the European
Community.

4. The Agency’s accounts for the financial year ended
31 December 2004 (%) were drawn up by its Executive Director,
pursuant to Article 13 of Regulation (EEC) No 1210/90, and sent
to the Court, which is required to give its opinion on their reli-
ability and on the legality and regularity of the underlying

transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

(Y) OJL 120, 11.5.1990.

() OJ L 248, 16.9.2002, p. 1.

(%) These accounts were drawn up on 30 June 2005 and received by the
Court on 28 September 2005.

Reliability of the accounts

The Agency’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Agency’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opin-
ion into question.

OBSERVATIONS

7. At the end of 2004, all the available appropriations in the
budget, i.e. 427 189 euro, were transferred to two budget head-
ings under Title III of the budget (operating expenditure) and on
the date of the transfer were committed for two operations to be
carried out in 2005 (4). Such a practice is not in accordance with
the principle of annuality (°). Furthermore, with regard to the
transfers made from Title I (staff expenditure), they contravene
the provisions which prohibit the carrying over of appropriations
relating to staff expenditure.

8. The Agency does not conduct a full annual check on the
assets to be entered in its inventory. The audit of fixed assets
brought to light omissions from the inventory, which, in particu-
lar, make it impossible to establish where some assets are located.

9. The analysis of amendments to various contracts (total
value: 107 000 euro) highlighted several shortcomings: amend-
ments which were not justified for one of the reasons stipulated
in the financial regulation (¢), the use of a framework contract no
longer in force (7), and the value provided for by an amendment
was excessive compared with the value stipulated in the initial
contract (8).

(¥) Commitments EEA 52051 and EEA 52049.

(°) Article 6 of the Agency’s financial regulation.

(6) Contracts Nos 2601/B/2005 (EEA 51948 — 15195 euro)
and 3473/B[2004 ((EEA 51971 — 29 800 euro).

(7) Contract No 2240/B[2004 (EEA 51995 — 23 301 euro).

(%) Contracts Nos 3473/B[2004 (EEA 51921 — 49 372 euro)
and 3476/B[2004 (EEA 51976 — 38 906 euro).
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10. The agreement on the location of the Agency’s headquar-
ters and the protocol on the privileges and immunities of the
European Communities provide that it shall be exempt from all
national, regional and municipal taxes. In November 2004, the
Agency was obliged to pay approximately 906 000 euro in taxes
for the period from 2000 to 2004. Applying the accounting

principle of prudence (1), the Agency has not recorded this sum
in its balance sheet as recoverable; an explanatory note concern-
ing this payment appears in the revenue and expenditure account.
In this instance, the Court recommends that the Agency should
obtain reimbursement of all unwarranted payments.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October

2005.

For the Court of Auditors
Hubert WEBER
President

(') Article 78 of the Agency’s financial regulation.
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Table 3

European Environment Agency — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Revenue
EC subsidy 28 658 28723
Other subsidies 1998 1080
Bank interest 128 89
Total revenue (A) 30 784 29 891
Expenditure
Total expenditure for Title I
Payments 12 447 11123
Payments — Assigned revenue 2
Appropriations carried over 435 315
Appropriations carried over — Assigned revenue 66
Total expenditure for Title II
Payments (!) 3451 2447
Appropriations carried over 394 395
Total expenditure for Title III
Payments 9534 5997
Payments — Assigned revenue 14
Appropriations carried over 4845 7008
Appropriations carried over — Assigned revenue 2419
Total expenditure (B) 33 606 27 284
Net result for the year (A - B) -2822 2 607
Appropriations carried over and cancelled 507 295
Refunds carried over and cancelled 0 36
Balance carried over from the previous year -4190 —-7 427
Assigned revenue cancelled 98 322
Exchange-rate differences 3 -4
Regularisation regarding previous years 43 -18
Balance carried forward -6 360 -4190

(") Includes 905 823 euro of property taxes paid to the Danish government. The Agency is of the opinion that the amount should be refunded. The issue is currently being
negotiated with the Danish government.

NB: Variations in totals are due to the effects of rounding.

Source: Information supplied by the Agency — This table summarises the data provided by the Agency in its annual accounts.
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European Environment Agency — Balance sheet at 31 December 2004 and 31 December 2003

Table 4

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Fixed assets Fixed capital
Buildings (deposit) 432 425 | Own capital 1838 1265
Furniture 483 541 | Revenue and Expenditure balance -6 360 -4190
IT equipment 891 266
Subtotal 1 806 1232 Subtotal | —4 522 -2925
Stock (office supplies) 32 33 | Current liabilities
General cash carried forward 0 1856
New Member countries 0 1066
Current assets Earmarked projects 0 1269
Sums to be recovered
Commission 0 1856 | Automatic carry-overs 5674 7717
PHARE contribution 0 1066 | Automatic carry-overs (assigned revenue) 2708 1135
Carry-over of sums to be reused
Other subsidies to be received 0 1269 | (appropriations for the year) 93 212
Carry-over of sums to be reused
VAT recoverable 889 232 | (appropriations for the previous year) 197 0
Sundry debtors 109 127 | Social security and payroll 142 417
Recovery orders 42 65 | Recovery orders 38 65
Prepayments 271 0
Subtotal | 1310 4614 Subtotal 8 852 13737
Bank accounts and cash
Bank accounts 1142 4892
Imprest accounts 39 40
Total 4329 10 811 Total 4329 10 811

NB: Variations in totals are due to the effects of rounding.

Source: Information supplied by the Agency — This table summarises the data provided by the Agency in its annual accounts.
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THE AGENCY’S REPLIES
7. Indeed two commitments were made towards the end of 9.  We recognise these insufficiencies and will avoid such in

the year and after a final 2004 budget transfer. The resources
were allocated to projects that had been defined initially in the
2004 management plan, but start of the projects was delayed due
to uncertainties on budget requirements for ongoing recruit-
ments. We are continuing to improve our budget management
and execution and hence to better conform with the principle of
annuality.

8. The observation is correct and the result of lacking
resources in a period of considerable rebuilding and refurbishing
of the EEA facilities. Annual control will get due attention from
2005 onwards.

future. We will in particular ensure that, for future contracts, any
amendments are strictly limited to less than 50 % of the initial
contract amount (rather than indicative tender amount) and that
framework contracts are less than four years old before using
them.

10. The Agency is strenuously pursuing reimbursement of
taxes inappropriately charged by the City of Copenhagen for
2000 to 2004. We are in dialogue with the city and the Danish
Protocol Office and have informed DG Environment and the
Secretary-General. The Commission Legal Services are consider-
ing legal proceedings against Denmark.
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INTRODUCTION

1. The European Food Safety Authority (hereinafter called the
Authority) was established by Regulation (EC) No 178/2002 of
the European Parliament and of the Council of 28 January
2002 (). Its main tasks are to supply the scientific information
needed for Community legislation to be drawn up, to collect and
analyse data that allow risks to be identified and monitored and
to provide independent information on these risks. The Authori-
ty’s competences and activities are summarised in Table 1 on the
basis of information supplied by it.

2. For information, the annual accounts drawn up by the
Authority for the financial year 2004 are summarised in Tables 2,
3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Authority’s accounts, as required
by Article 248 of the Treaty establishing the European
Community.

4. The Authority’s accounts for the financial year ended
31 December 2004 (%) were drawn up by its Executive Director,
pursuant to Article 44 of Regulation (EC) No 178/2002, and sent
to the Court, which is required to give its opinion on their reli-
ability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

() OJ L 31,1.2.2002, p. 1.
() OJ L 248, 16.9.2002, p. 1.

(?) These accounts were drawn up on 1 August 2005 and received by the
Court on 17 August 2005.

Reliability of the accounts

The Authority’s accounts for the financial year ended
31 December 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

Except for the situation described in paragraphs 9 to 11, the
transactions underlying the Authority’s annual accounts,
taken as a whole, are legal and regular.

OBSERVATIONS

7. Valuation of the part of the carry-overs of appropriations
that is to be treated as expenditure when calculating the economic
outturn for the financial year is based on the declarations of the
authorising officers by delegation. These declarations must be
drawn up in such a way as to enable the accounting officer to
assess the Authority’s actual expenses, which has not often been
the case.

8. There are significant weaknesses in the management of
fixed assets, in particular as regards the identification of the items
to be entered in the inventory (*). Moreover, the methods used
to compile the physical inventory are unsatisfactory.

9. As regards the recruitment of staff, decisions relating to
the rejection of applicants are not substantiated and the final
reports on the selection procedures are often incomplete or even,
in the case of auxiliary staff, non-existent. The computer applica-
tion used during the first stages of the selection procedure for
candidates does not guarantee the integrity of the data recorded.
The grading of the staff recruited is often not substantiated or cer-
tified by supporting documents.

10.  Auxiliary staff were recruited without a selection proce-
dure. Furthermore, persons who had delivered attestations in
favour of certain candidates also acted as members of the selec-
tion board for these candidates. Attestations had been delivered
in favour of two people stating that they were going to be
recruited as temporary staff, although the Appointing Authority
had reached no decision in this connection. In one case, a suc-
cessful candidate who was not appointed was recruited directly to
a different post.

(%) Article 103 of Commission Regulation (EC, Euratom) No 2342/2002
of 23 December 2002 laying down detailed rules for the implemen-
tation of the Financial Regulation applicable to the general budget
(OJ L 357, 31.12.2002, p. 1).



28.12.2005

Official Journal of the European Union

C 332/47

11. One contract was concluded on the basis of two bids,
even though the financial regulation stipulates that there should
be at least three tenderers for contracts to the value in question (1).
In another case, the Chairman of an Evaluation Committee was a
former employee of the company which won the contract. The
members of this Committee included a direct subordinate of its
Chairman. In one last case, a contract was concluded by

direct negotiation without any of the conditions laid down by the
provisions being observed (2).

12. The Authority must make every effort to improve the
transparency of its decisions on staff recruitment and the award
of contracts in order to guarantee observance of the rules in force
and to avoid all suspicion of bias.

This Report was adopted by the Court of Auditors in Luxembourg at its meetings of 5 October

anal 7 December 2005.

() Amount: 8 400 euro. Article 129(2) of Commission Regulation (EC,
Euratom) No 2342/2002 of 23 December 2002 laying down detailed
rules for the implementation of the Financial Regulation applicable to
the general budget (O] L 357, 31.12.2002).

For the Court of Auditors
Hubert WEBER
President

(?) Article 126 of Commission Regulation (EC, Euratom) No 2342/2002
of 23 December 2002 laying down detailed rules for the implemen-
tation of the Financial Regulation applicable to the general budget
(OJ L 357, 31.12.2002).
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Table 3

European Food Safety Authority — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003 (')
Operating revenue 20 591 10171
Total operating revenue 20 591 10171
Administrative expenditure

Staff expenditure —-7 564 -3213
Buildings and related expenditure -4192 -781
Other expenditure -1263 -536
Depreciation and reduction in value of consolidated entities -333 -204
Operating expenditure -6431 -2159
Total operating expenditure -19783 -6894
Operating profit/loss 808 3277
Revenue from financial operations 0 1
Expenditure from financial operations -7 -3
Profit/(loss) on financial operations -6 -2
Current profit/loss 802 3275
Extraordinary revenue 402

Extraordinary expenditure -27
Extraordinary profit/loss -27 402
Economic outturn for the financial year 775 3677

(") The data for the financial year 2003 have been restated to make them comply with the principle of accruals-based accounting.

NB: Variations in totals are due to the effects of rounding.
Source: The Authority’s data — This table summarises the data provided by the Authority in its own annual accounts.
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European Food Safety Authority — Balance sheet at 31 December 2004 and at 31 December 2003

Table 4

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003 (1)
A. Fixed assets A. Own capital
Intangible assets Balance carried over 3677
Computer programmes 423 362 | Economic outturn for the financial year 775 3677
Tangible assets Total | 4452 3677
Computer equipment 1035 701 | C. Liabilities
Furniture and mobile equipment 151 106 | Liabilities of a maximum of one year
Depreciation -537 —-204 | Salary liabilities 13 8

Fiscal and social liabilities 77
Total | 1071 965 | Consolidated Entities (CE) (?) 2069 146
Expenditure to be allocated and revenue to be
B. Current assets carried over 2686 1535
Stocks
Receivables of a maximum of one year
Advance financing 323
Staff 50
Current receivables 1 1
Other receivables 36 40
Consolidated Entities (CE) (?) 4568
Expenditure to be carried over and revenue
accrued 47 2
Available assets
Bank accounts 3202 4342
Imprest accounts 15
Total 8226 4 400 Total 4 845 1688
Total assets | 9297 5365 Total liabilities | 9 297 5365

(") The data for the financial year 2003 have been restated to make them comply with the principle of accruals-based accounting.

(3 Community institutions and bodies.

NB: Variations in totals are due to the effects of rounding.

Source:  The Authority’s data — This table summarises the data provided by the Authority in its own annual accounts.
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THE AUTHORITY’S REPLIES

7. The Authority will ensure that the system implemented,
intended to inform the accountanting officer of expenditure for
the financial year, is more accurate and reliable.

8. The Authority will carry out a full check of its inventory
in November 2005, once the move to Parma is complete. The
method used involves entering goods in the inventory as soon as
they are received or, at the latest, at the time of payment of the
goods.

9. Selection procedures have been strengthened in order
to improve their transparency, as well as that of the recruitment
decisions. The shortcomings observed by the Court were due to
the speed with which the Authority had to be set up. The com-
puter application referred to by the Court is now only used as a
database.

10. Since September 2004 a simplified selection procedure
has been organised for the recruitment of auxiliary staff. Mem-
bers of the selection board are obliged to state if a candidate is
known to them at the time of the interviews for selection. The

Authority is examining measures to minimise the risk of bias in
selection boards. An attestation of recruitment as temporary staff
was issued for two successful candidates for posts to be filled once
the budget allowed it, namely six months later.

11. In order to adhere more closely to the rules governing
the award of contracts, the Authority has taken various measures
and has set up an internal network aimed at improving under-
standing of the rules in force and at training the relevant staff. As
regards the cases described by the Court, the composition of
Evaluation Committees is determined by EFSA in accordance with
the general principles in use and depending on the number of
people able to carry out a technical evaluation, which is limited
in a small institution such as ours. The conclusion of a contract
by direct negotiation was due to a complication in planning. Since
then, the service has been the subject of a procurement procedure.

12. The Authority has always sought to comply with the
rules in force and will contine its efforts in terms of equal treat-
ment and transparency in both its recruitment and public pro-
curement policy.
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INTRODUCTION

1. The Translation Centre for the bodies of the European
Union (hereinafter called the Centre) was established by Council
Regulation (EC) No 2965/94 (1). The Centre’s role is to provide
the EU bodies, and any other EU institutions and bodies which
call upon its services, with the translation services necessary for
their activities. Table 1 summarises the Centre’s competences and
activities on the basis of information it has supplied.

2. For information, the annual accounts drawn up by the
Centre for the financial year 2004 are summarised in Tables 2, 3
and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Centre’s accounts, as required by
Article 248 of the Treaty establishing the European Community.

4. The Centre’s accounts for the financial year ended
31 December 2004 (?) were drawn up by its Director, pursuant
to Article 14 of Regulation (EC) No 2965/94, and sent to the
Court, which is required to give its opinion on their reliability and
on the legality and regularity of the underlying transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

Reliability of the accounts

The Centre’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Centre’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. The dispute over rent between the Centre and the Luxem-
bourg authorities was resolved in 2004. Consequently there was
no longer any need for the balance-sheet provision that had been
created to cover the risks arising from this dispute (4). In order to
remove this provision, the Centre, by means of an amending bud-
get, increased its expenditure by the amount of the provision and
at the same time offset this by entering a negative amount in a
provision heading. This operation calls for the following two
remarks:

(a) the entry in the budget of amounts which did not correspond
to the requirements of the financial year does not comply
with the principle of budgetary accuracy;

(b) the Centre’s recording of the provision in its revenue and
expenditure account would have sufficed from the point of
view of the legality and transparency of the transaction.

8. The Centre cancelled appropriations for the financial year
2004 amounting to 8,8 million euro. Even if 4,1 million euro of
these cancellations concerned provisions, the volume of the
remaining cancellations is still too high (16 % of expenditure
appropriations).

9. The conflict, which is already an old one, over the pay-
ment by the Centre to the Commission of employer’s contribu-
tions in respect of its employees’ pension rights has not yet been
resolved. In order to deal with the financial uncertainty resulting
from this conflict, the Centre created provisions which, at the end
of 2004, amounted to 7,5 million euro, or more than a quarter
of its balance sheet total. As the Court pointed out in its previous
report (%), the Centre must step up its efforts to settle this dispute
and thus liquidate this provision.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October

2005.

() O] L 314, 7.12.1994, p. 1.
() O] L 248,16.9.2002, p. 1.

(}) These accounts were drawn up on 29 August 2005 and received by
the Court on 26 September 2005.

For the Court of Auditors
Hubert WEBER
President

(*) See paragraph 8 of the report for the financial year 2003 (O] C 324,
30.12.2004, p. 47).
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Table 3

Translation Centre for the bodies of the European Union — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Operating revenue
Invoicing for the financial year 23423 22075
Miscellaneous revenue 150 223
Total (a) 23573 22298
Operating expenditure
Staff 11929 10 347
Buildings, equipment and sundry operating expenditure 2734 2095
Operational expenditure 5919 3618
Allocation to provisions 1410 2195
Total (b) 21992 18 255
Operating result (c =a-b) 1581 4043
Financial income
Bank interest 387 387
Exchange-rate gain 1 1
Total (d) 388 388
Financial expenses
Bank charges 7 10
Total (e) 7 10
Financial result (f=d - e) 381 378
Result for ordinary activities (g = ¢ + f) 1962 4421
Exceptional income (h) 2230 19
Exceptional expenses (i) 0 9
Exceptional result (j = h - i) 2230 10
Result for the financial year (g + j) 4192 4431

Source: Data compiled by the Centre. This table summarises the data supplied by the Centre in its own annual accounts.
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Translation Centre for the bodies of the European Union — Balance sheet at 31 December 2004
and 31 December 2003

Table 4

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Intangible assets 466 760 | Own capital
Tangible assets Reserves 9761 8330
Outturns carried over from previous financial
Furniture and vehicles 155 219 | years 4642 1642
IT equipment 274 398 | Economic outturn 4192 4431
Fixed assets under construction and advances
paid 0 35 Subtotal | 18 595 14 403
Subtotal 429 652 | Provisions for risks and liabilities () 7 481 8601
Current assets Current liabilities
VAT paid and recoverable from the Member
States 3 3 | Supplier debts 832 784
Amounts owed by Community institutions and
bodies 6363 2676 | Sundry accounts payable 1 162
Sundry accounts receivable 2 10 | Sundry liabilities 1 5
Subtotal 6368 2689 | Advances to customers 256 500
Disposable assets 19 903 20 354 Subtotal 1090 1451
Total | 27 166 24 455 Total | 27 166 24 455

(") For 2004 these provisions cover any payment of the employer’s share of pension contributions for the Centre’s employees.
Source: Data compiled by the Centre. This table summarises the data supplied by the Centre in its own annual accounts.
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THE CENTRE’S REPLIES
7. Given the importance of this matter, the Centre introduced 9. As stated in the Centre’s reply in relation to the Court’s

this operation in an amending budget for the sake of transpar-
ency and in order to inform the Management Board thereof as
soon as possible, without waiting for the accounts to be closed. It
should be noted that the outturn for the financial year was unaf-
fected by the application of this approach.

8. The Centre takes note of the Court’s observation and will
seek to improve its budgetary estimates.

observations on the accounts for 2003, the Centre made
follow-up contact with the Commission on 23 November 2004.
The Directorate-General for Personnel and Administration stated
its position in a note of 17 May 2005, and the full file will be sub-
mitted for decision to the Centre’s Management Board at its meet-
ing of 20 October 2005.
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INTRODUCTION

1. The European Centre for the Development of Vocational
Training (hereinafter ‘the Centre) was established by Council
Regulation (EEC) No 337/75 (). Its core mandate is to serve the
development of vocational training at Community level. In order
to achieve this objective, it has the task of compiling and dissemi-
nating documentation on vocational training systems. The Cen-
tre’s competences and activities are summarised, on the basis of
information submitted by the Centre, in Table 1.

2. For information, the annual accounts drawn up by the
Centre for the financial year 2004 are summarised in Tables 2, 3
and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (?); it was drawn up
following an examination of the Centre’s accounts, as required by
Article 248 of the Treaty establishing the European Community.

4. The Centre’s accounts for the financial year ended
31 December 2004 (3) were drawn up by its Executive Director,
pursuant to Article 12a of Regulation (EEC) No 337/75, and sent
to the Court, which is required to give its opinion on their reli-
ability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

(') OJL 39,13.2.1975, p. 1.

() OJ L 248, 16.9.2002, p. 1.

(%) These accounts were drawn up on 12 September 2005 and received
by the Court on 13 September 2005.

Reliability of the accounts

The Centre’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

Except for the situations described in paragraph 10, the trans-
actions underlying the Centre’s annual accounts, taken as a
whole, are legal and regular.

OBSERVATIONS

7. The Centre’s financial regulation provides that a distinc-
tion must be made in the budget between commitment appro-
priations and payment appropriations, but this was not done in
the budget published for the financial year 2004. Nonetheless,
during the financial year in question the Centre managed its oper-
ating appropriations in accordance with the rules governing dif-
ferentiated appropriations. This approach enabled it to reduce the
volume of carry-overs of appropriations to the following finan-
cial year and thus to give a more accurate picture of its assets. For
forthcoming financial years the Centre still needs to adapt its bud-
get to the type of appropriations it is managing.

8. The Centre provides its staff with a canteen on its pre-
mises. Separate accounts are kept for the canteen’s purchases and
sales (*). These accounts are not subjected to the controls pro-
vided for in the financial regulation, and are also not included in
the Centre’s annual accounts. The Centre should rectify this
situation.

9. The revenue and expenditure account for the financial year
2003 showed a loss of 993 310 euro. Pursuant to the provisions
of the Centre’s financial regulation, this result should have been
entered in an amending budget for the financial year 2004 (5).

10. In the case of one multiple framework contract, the Cen-
tre selected as its first choice a service provider whose financial
bid (amount: 150 000 euro) did not meet the conditions laid
down in the specifications (¢). Compared with the bid of the ser-
vice provider chosen in second place (amount: 94 500 euro), this
choice cost the Centre 55 500 euro more, or over 50 %. More
generally, a considerable number of contracts concluded by the
Centre with consultants within the framework of its activity pro-
grammes were awarded on the basis of negotiated procedures.
The competition rules were not always strictly applied in many of
the procedures examined by the Court.

(*) The canteen’s revenue and expenditure for the financial year 2004
amounted to 137 000 euro and 133 500 euro respectively.

(®) Article 35 of the Centre’s financial regulation.

(6) Contract 2004-FWC14/RP/D/CMC/VCPOD/013/04).
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11. The recruitment files examined revealed inconsistencies
in the procedures applied and the documents requested in each
case. Such inconsistencies could be avoided by adopting a guide
on recruitment procedures designed to ensure that they are
transparent. The Court’s examination of the files of individual

members of staff also showed that the staff's financial entitle-
ments are not monitored on a systematic basis. Monitoring would
ensure that payments (family allowances, etc.) were no longer
made to staff in cases where the grounds for entitlement no longer
existed.

This report was adopted by the Court of Auditors in Luxembourg at its meetings of 5 October

and 7 December 2005.

For the Court of Auditors
Hubert WEBER
President
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Table 3

European Centre for the Development of Vocational Training — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Revenue
Commission subsidies 13700 14 500
Assigned revenue 724 792
Miscellaneous revenue 42 3
Total revenue (a) 14 466 15 295
Budgetary expenditure for the financial year
Staff — Title I of the budget
Payments 8579 7 554
Appropriations carried over 466 443
Administration — Title II of the budget
Payments 768 778
Appropriations carried over 542 358
Operating activities — Title III of the budget (except for assigned revenue)
Payments against payment appropriations for the financial year 2508 2381
Payments against outstanding commitments at 31.12.2003 2702
Appropriations carried over 3138
Assigned revenue (PHARE and third countries)
Payments 415 546
Appropriations carried over 309 246
Total expenditure (b) 16 289 15 444
Outturn for the financial year (a - b) -1823 -149
Balance carried over from the previous financial year -993 - 545
N-1 appropriations carried over and cancelled (Title I and II non-differentiated appropriations) 56 399
Neutralisation of N-1 carry-over for Title IIl connected with changeover to differentiated appropria-
tions 3138 —
Sums for re-use from the previous financial year not used 1 10
Refunds to the Commission 0 -716
Exchange-rate differences -4 8
Balance for the financial year 375 -993

Source:  Information supplied by the Centre — This table summarises the data provided by the Centre in its annual accounts.
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Table 4

European Centre for the Development of Vocational Training — Balance sheet at 31 December 2004 and 31 December 2003

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Fixed assets Fixed capital
Intangible fixed assets 183 14 | Own capital 5702 5704
Buildings 5059 5179 | Balance for the financial year 375 -993
Equipment and furniture 455 471 Subtotal | 6077 4711
Financial fixed assets, guarantee 5 5 Current liabilities
Subtotal | 5702 5669 | Assigned revenue not received — 315
Appropriations carried over against Titles I, II
Stocks and III 1008 3939
Appropriations carried over against assigned
Office supplies — 35 | revenue 372 382
Subtotal — 35 | Sundry accounts payable 89 86
Long-term assets VAT/other taxes 91 90
Staff loans — 3 | Bank interest to be returned to the EU 148 64
Subtotal — 3 Subtotal 1708 4876
Current assets Suspense accounts
Commission — 315 | Sums to be reused — 157
Other advances 26 37 Subtotal — 157
Recoverable VAT 34 34
Sundry accounts receivable 74 81
Subtotal 134 467
Cash accounts
Banks 1905 3532
Cash 3 5
Imprest account 41 33
Subtotal 1949 3570
Total 7785 9744 Total 7785 9744

Source: Information supplied by the Centre — This table summarises the data provided by the Centre in its annual accounts.
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THE CENTRE’S REPLIES

7. Cedefop will take the measures necessary to ensure that its
budget is presented correctly in future.

8. The accounts of the canteen are kept separately for all cur-
rent expenditure and revenue. They are recorded in a cash-book
and are subject to controls, notably by the Greek tax authorities
as regards VAT. However, the Centre takes good note of the
Court’s remark and will explore what possibilities exist to rectify
the situation, for example through the use of the imprest
accounts.

9. Cedefop will take the necessary measures to avoid a recur-
rence of such situations in future.

10. During its work, the Evaluation Committee based itself
principally on the cost per day and not on the total cost

of the required work, which led to the situation described by the
Court. Cedefop will draft instructions for members of evaluation
committees to ensure that they take good account of all the ele-
ments mentioned in calls for tenders, which will allow their work
to be more transparent. In the case of the negotiated procedures,
the Centre takes note of the comments made by the Court. The
Centre has already put in place an action plan which aims to rem-
edy the shortcomings identified. The new director took up her
duties on 16 October 2005. Since then no more negotiated pro-
cedures with less than three candidates have been started and
great care has been taken to ensure regularity in the tendering
procedures.

11. The preparation of a guide on recruitment procedures is
one of the objectives for 2005. A periodical review of the entitle-
ments to allowances of Cedefop’s staff was introduced in 2005.
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INTRODUCTION

1. Eurojust was set up by Council Decision 2002/187[JHA (')
with a view to stepping up the fight against serious organised
crime. Its objective is to improve the coordination of investiga-
tions and prosecutions covering the territories of several Member
States of the European Union, as well as that of non-member
States. Table 1 summarises Eurojust’s competences and activities
on the basis of information provided by Eurojust.

2. For information, the annual accounts drawn up by Euro-
just for the financial year 2004 are summarised in Tables 2,
3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council pursuant to Article 36 of Council Decision
2002/187JHA.

4. The Agency’s accounts for the financial year ended
31 December 2004 (2) were drawn up by its Administrative
Director, pursuant to Article 36 of Council Decision
2002/187/JHA, and sent to the Court, which is required to give
its opinion on their reliability and on the legality and regularity
of the underlying transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6.  The Court has obtained a reasonable basis for the opinion
expressed below.

Reliability of the accounts

Eurojust’s accounts for the financial year ended 31 December
2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying Eurojust’s annual accounts, taken
as a whole, are legal and regular.

The observations which follow do not call the Court’s opin-
ion into question.

OBSERVATIONS

7. In 2004, Eurojust still did not have its own financial regu-
lation (3) and, in these circumstances, continued to apply the
framework financial regulation for Community bodies (4).

8. The last amending budget adopted by the College of Euro-
just forecast revenue and expenditure of 8,3 million euro. In prac-
tice, Eurojust implemented a budget of 9,3 million euro (%), which
was neither formally adopted by the College nor published in the
Official Journal, and hence contravened the provisions in force (9).

9. A member of staff who was appointed as the accounting
officer on the departure of the titular accounting officer retained
his role as the authorising officer by delegation. Since May 2004
he has been carrying out, at the same time and for the same
expenditure, the duties of the authorising officer and the account-
ing officer (7). In this instance, the Court must point out the fun-
damental nature of the principle of the segregation of the duties
of authorising officer and accounting officer and asks Eurojust to
take the utmost care to ensure that this principle is adhered to.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October

2005.

(") Decision of 28 February 2002 setting up Eurojust (O] L 63, 6.3.2002,
p- 1).

(%) These accounts were drawn up on 15 July 2005 and received by the
Court on 5 August 2005.

For the Court of Auditors
Hubert WEBER
President

(®) In April 2005, the Commission had still not issued an opinion on the
draft submitted by Eurojust.

() Commission Regulation (EC, Euratom) No 2343/2002 of 23 Decem-
ber 2002 (OJ L 357, 31.12.2002, p. 72).

(°) This sum corresponds to Eurojust’s initial budget and the subsidy to
Eurojust entered in the Commission’s budget.

(6) Articles 4 and 26 of Regulation (EC, Euratom) No 2343/2002.

(7) This situation continued beyond the end of the financial year 2004.
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Table 3

Eurojust — Revenue and expenditure accounts for the financial years 2004 and 2003 ()

(1 000 euro)

2004 2003
Operating revenue
Community subsidies 8726 6 441
Miscellaneous revenue 397 12
Total (a) 9123 6453
Operating expenditure
Purchases of goods and services 4476 3228
Staff costs 4142 2112
Depreciation 332 211
Total (b) 8950 5551
Outturn for the financial year (a - b) 173 902

(") The data for the financial year 2003 have been restated to take account of a change in methodology.
Source:  Eurojust data — This table summarises the data supplied by Eurojust in its annual accounts.
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Table 4

Eurojust — Balance sheet at 31 December 2004 and 31 December 2003 (1)

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Intangible assets 134 62 | Own capital
Results carried over from previous years 1718 815
Tangible assets Economic outturn 173 902
Equipment, machinery and tools 145 114 Subtotal | 1891 1717
Furniture and vehicles 726 492
Computer equipment 449 460 | Provisions for risks and charges 0 396
Subtotal 1320 1066
Current liabilities
Long-term assets 1 1 | Payable to the Commission 1298 698
Other liabilities 13 10
Stocks 30 0 | Payable to suppliers 517 305
Subtotal 1828 1013
Current assets
Current assets 135 232
Sundry accounts receivable 17 34
Subtotal 152 266
Disposable assets 2082 1731
Total 3719 3126 Total 3719 3126

(") The data for the financial year 2003 have been restated to take account of a change in methodology.
Source: Eurojust data —This table summarises the data supplied by Eurojust in its annual accounts.
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EUROJUST REPLIES
7. Eurojust awaits the Commission’s prior consent before 9. The situation referred to began in June 2004 when the

adopting its own financial regulation in accordance with
Article 37(1) of the Eurojust decision.

8. Eurojust tried to follow as closely as possible the structure
given in the European Parliament decision concerning its budget.
As a consequence, Eurojust presented for formal adoption to the
College a budget decision covering the budget concerning EU 15
and informing it of a further increase of one million euros due to
the enlargement and informing it where these appropriations
would be allocated once released. In the future, Eurojust will
ensure it presents as complete a budget as possible to the College.

accountant resigned unexpectedly. At this time, no reserve list
existed and the only statutory member of staff with the necessary
experience to assume the responsibilities of the accountant was
the authorising in question. It should be noted however that the
risk due to this ‘force majeure’ situation has been reduced by lim-
iting the capacity to act as authorising officer to transactions of
up to 1 000 euro. In the meantime, Eurojust has successfully
completed a recruitment procedure for an accountant. It recogn-
ises the importance of the segregation of duties and will avoid
such a situation arising in future.
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INTRODUCTION

1. The European Training Foundation (hereinafter called ‘the
Foundation’) was created by Council Regulation (EEC)
No 1360/90 of 7 May 1990 (*). The Foundation’s purpose is to
support the reform of vocational training in the European Union’s
partner countries. As such, it assists the Commission in the imple-
mentation of various programmes (Phare, Tacis, Cards and Meda).
Table 1 summarises the competences and activities of the Foun-
dation on the basis of the information supplied by it.

2. For information, the annual accounts drawn up by
the Foundation for the financial year 2004 are summarised in
Tables 2, 3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Foundation's accounts, as
required by Article 248 of the Treaty establishing the European
Community.

4. The Foundation’s accounts for the financial year ended
31 December 2004 (3) were drawn up by its Executive Director,
pursuant to Article 11 of Regulation (EEC) No 1360/90, and sent
to the Court, which is required to give its opinion on their reli-
ability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

Reliability of the accounts

Except for the situation described in paragraph 8, the Foun-
dation’s accounts for the financial year ended 31 December
2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Foundation’s annual
accounts, taken as a whole, are legal and regular.

OBSERVATIONS

7. The Tempus programmes, which are managed by the
Foundation under a Commission mandate, are not shown in the
Foundation’s budget. This situation does not comply with the
principles of unity and budget accuracy (%), as the Court has
pointed out before on several occasions (°).

8. The Foundation sets out the financial information con-
cerning these programmes () in an annex to its annual accounts.
Managing these programmes is, however, an integral part of the
Foundation’s work and takes up a significant part of its human
and material resources. The Foundation’s accounts, which are
supposed, amongst other things, to faithfully reflect its revenue
and expenditure, cannot simply exclude the expenditure incurred
within the framework of these programmes.

9.  The Foundation’s budget published in the Official Journal
specifies the revenue and expenditure by title and chapter only,
without further subdividing them into articles and items as
required by the budgetary principle of specification (7). Moreover,
it does not contain an establishment plan (8).

10. The revenue and expenditure account for the financial
year 2003 shows a loss of 1,3 million euro. This balance should
have been entered in an amending budget for the financial year
2004 (%).

This report was adopted by the Court of Auditors in Luxembourg at its meeting of

5 October 2005.

(1) OJ L 131, 23.5.1990.
(3) OJ L 248,16.9.2002, p. 1.

(}) These accounts were drawn up on 18 August 2005 and received by
the Court on 22 September 2005.

For the Court of Auditors
Hubert WEBER
President

(%) Article 6(1) and (2) of the Foundation’s financial regulation.

(°) Paragraph 9 of the report for the financial year 2002 (O] C 319,
30.12.2003, p. 48), paragraph 8 of the report for the financial year
2001 (O] C 326, 27.12.2002, p. 51) and paragraph 11 of the report
for the financial year 1999 (O] C 373, 27.12.2000, p. 34).

(6) The total for payments made in 2004 for the implementation of the
Tempus programmes was 9,3 million euro.

(7) Article 22 of the Foundation’s financial regulation.

(®) Article 27(3) of the Foundation’s financial regulation.

(%) Article 16 of the Foundation’s financial regulation.
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European Training Foundation — Revenue and expenditure account for the financial years 2004 and 2003 (')

Table 3

(1 000 euro)

2004 2003
Revenue
Commission subsidies 17 600 18 100
Other donors 800 523
Miscellaneous revenue 80 17
Total revenue (a) 18 480 18 640
Expenditure
Staff — Title I of the budget
Payments 11122 10771
Appropriations carried over 123 329
Administration — Title II of the budget
Payments 1213 1076
Appropriations carried over 247 310
Operating activities — Title III of the budget
Payments 3449 3396
Appropriations carried over 1168 1087
Earmarked revenue
Payments 260 237
Appropriations carried over 540 286
Total expenditure (b) 18122 17 492
Outturn for the financial year (a - b) 358 1148
Balance carried over from the previous financial year -1318 -2155
Appropriations carried over and cancelled 204 375
Reimbursements to the Commission 0 -703
Exchange-rate differences -3 17
Balance for the financial year -759 -1318

(") The revenue and expenditure account and balance sheet only take account of the Foundation’s specific activities: they do not include programmes managed on behalf of the

Commission.

Source:  Foundation data — This table summarises the data supplied by the Foundation in its annual accounts.
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European Training Foundation — Balance sheet at 31 December 2004 and 31 December 2003 (1)

Table 4

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003

Intangible fixed assets Fixed capital
Occupational rights 5000 5000 | Own capital 3516 3852
Software licences 174 146 | Balance for the financial year -759 -1318
Depreciation -1809 | -1611 Subtotal | 2757 2534

Subtotal 3365 3535 | Current liabilities
Tangible fixed assets Automatic carry-overs of appropriations 1538 1726
Equipment and furniture 287 273 | Automatic carry-overs of earmarked revenue 652 286
Computer equipment 1189 1438 | Other contributors 134 30
Depreciation -1325 | —1444 | Sundry accounts payable 1 1

Subtotal 151 267 | Deferred revenue 43 83
Stocks Subtotal 2368 2126
Office equipment 0 50

Subtotal 0 50
Current assets
Other advances 2 4
Recovery orders 24 43
Sundry accounts receivable 0 39

Subtotal 26 86
Cash accounts
Bank accounts 1580 719
Imprest account 3 3

Subtotal 1583 722

Total 5125 4660 Total 5125 4660

(") The revenue and expenditure account and balance sheet only take account of the Foundation’s specific activities: they do not include programmes managed on behalf of the

Commission.

Source:  Foundation data — This table summarises the data supplied by the Foundation in its annual accounts.
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THE FOUNDATION’S REPLIES

7-8.  The implementation from 2005 onward by the Agency
of the modernised EU accounting practices solves the difficulty
reported by the Court. Ever since the Court highlighted its con-
cerns, ETF has analysed the alternatives to integrate TEMPUS
funds into its budget. Due to the characteristics of the mandate
given to ETF and the applicable financial rules, no satisfac-
tory solution could be found to integrate them in ETF budget.
In consequence, ETF's 2004 accounts were presented the way
used the preceding years. Nevertheless, ETF managed these funds
with the same rigour as its own budget, and their use has been

reported in an annex to ETF accounts as well as in the Commis-
sion’s accounts.

9. The costs of publishing the details of the budget in the O]
were felt to be disproportionate for an agency with an annual
budget of less then 20 million euro. ETF took care to give to the
readers all the necessary indications to obtain a fully detailed elec-
tronic version of its budget.

10. The ETF has taken measures to avoid such a situation in
the future.
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INTRODUCTION 6. The Court has obtained a reasonable basis for the opinion
expressed below.

1. The European Foundation for the Improvement of Living

and Working Conditions (hereinafter referred to as ‘the Founda-
tion’) was set up by Council Regulation (EEC) No 1365/75 of
26 May 1975 (1). Its aim is to contribute to the planning and
establishment of better living and working conditions in the Euro-
pean Union by increasing and disseminating knowledge which is
relevant to this subject. Table 1 summarises the Foundation’s
competences and activities on the basis of information it has

supplied.

2. For information, the annual accounts drawn up by the
Agency for the financial year 2004 are summarised in Tables 2,
3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (?); it was drawn up
following an examination of the Foundation’s accounts, as
required by Article 248 of the Treaty establishing the European
Community.

4. The Foundation’s accounts for the financial year ended
31 December 2004 (%) were drawn up by its Executive Director,
pursuant to Article 16 of Council Regulation (EEC) No 1365/75,
and sent to the Court, which is required to give its opinion on
their reliability and on the legality and regularity of the underly-
ing transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

Reliability of the accounts

The Foundation’s accounts for the financial year ended
31 December 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Foundation’s annual
accounts, taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. Analysis of the appropriations carried over to the 2005
financial year shows that 37 % of the commitments carried over
were entered into in December 2004. The majority relate to con-
tracts for studies to be carried out in 2005. This practice demon-
strates a lack of consistency between the Foundation’s annual
work programme, on the one hand, and the budget estimates, on
the other.

8. The physical inventory was not exhaustive as no inventory
was made of IT equipment. No organisation manual and no
annual verification programme have yet been established (4.

9. The revenue and expenditure account for the financial year
2003 shows a loss of 1,3 million euro. This amount should have
been recorded in an amending budget for the financial year
2004 (5).

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October

2005.

(1) OJL 139, 30.5.1975, p. 1.
(?) OJ L 248,16.9.2002, p. 1.

(®) These accounts were drawn up on 7 June 2005 and received by the
Court on 29 July 2005.

For the Court of Auditors
Hubert WEBER
President

(%) Article 224 of the detailed rules for the implementation of the general
Financial Regulation.
(%) Article 16(2) of the Foundation’s financial regulation.
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Table 3

European Foundation for the Improvement of Living and Working Conditions — Revenue and expenditure accounts

for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Revenue
Commission subsidies 18 000 17 090
Miscellaneous revenue 5 40
Revenue from services rendered 81 42
Total revenue (a) 18 086 17172
Expenditure
Staff — Title I of the budget
Payments 8606 8927
Appropriations carried over 132 109
Administration — Title II of the budget
Payments 1267 968
Appropriations carried over 489 224
Operating activities — Title 1II of the budget
Payments 5056 3733
Appropriations carried over 2522 2817
Total expenditure (b) 18 072 16 778
Outturn for the financial year (a - b) 14 394
Balance carried over from the previous financial year -1296 -1836
Appropriations carried over and cancelled 34 118
Sums from the previous financial year for re-use and not used 18 19
Phare revenue collected 0 639
Phare revenue to be collected 0 361
Phare expenditure 0 -1000
Other adjustments 10 0
Exchange-rate differences -4 9
Balance for the financial year -1224 -1296

Source:  The Foundation’s data — This table summarises the data provided by the Foundation in its annual accounts.
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Table 4

European Foundation for the Improvement of Living and Working Conditions — Balance sheet as

at 31 December 2004 and 31 December 2003

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Fixed assets Fixed capital
Intangible fixed assets 11 27 | Own capital 3068 4389
Buildings 14 426 15 682 | Revaluation reserve 12 094 12 094
Furniture and vehicles 98 142 | Balance for the financial year -1224 -1296
Computer equipment 190 107 Subtotal | 13 938 15187
Technical and other equipment 431 518 | Current liabilities
Automatic carry-overs of appropriations 3143 3150
Bank interest to be reimbursed to the
Subtotal | 15156 16 476 | Commission 48 0
Stocks PHARE liabilities 0 329
Office supplies 6 7 | Miscellaneous 8 0
Subtotal 6 7 Subtotal 3199 3479
Current assets Suspense accounts
Commission PHARE receivables 100 361 | Sums to be re-used 0 22
Advances 1 2 | Deferred revenue 6 2
VAT to be recovered 230 281 | Payments in progress 5 0
Recovery orders to be collected 6 5 Subtotal 11 24
Sundry accounts receivable 0 41
Subtotal 337 690
Cash accounts
Banks 1634 1331
Cash 3 3
Imprest account 12 183
Subtotal 1649 1517
Total | 17 148 18 690 Total | 17 148 18 690

Source:  The Foundation’s data — This table summarises the data provided by the Foundation in its annual accounts.
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THE FOUNDATION’S REPLIES

7. Due to unforeseen circumstances, a significant surplus
became available in some budget lines and was utilised in Decem-
ber to commence work on research activities relevant for 2004
and 2005. Moreover in order to increase the synergy between
Foundation activities, it was decided to use a single tender in
2005 for all services for observatories. As a consequence some of
the relevant existing contracts had to be extended in December to
bridge the time between the conclusion of those contracts and
that foreseen for commencement of a new 2005 contract.

8. Procedures have now changed to provide for registration
in the inventory on the basis of Delivery Dockets.

The updating of the financial procedures manual is scheduled for
completion in September 2005 and will incorporate an annual
programme for verification of inventory items.

9. The 1,3 million euro represents sums due for payment by
the Commission to the Foundation. The Commission was con-
tacted during 2004 with regard to establishing an amending bud-
get and has indicated it will examine the issue in 2005.
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INTRODUCTION 6. The Court has obtained a reasonable basis for the opinion
expressed below.
Reliability of the accounts
1. The European Monitoring Centre for Drugs and Drug

Addiction (hereinafter called ‘the Monitoring Centre’) was estab-
lished by Council Regulation (EEC) No 302/93 of 8 Febru-
ary 1993 (1). Its main task is to collect data on drugs and drug
addiction in order to prepare and publish information that is
objective, reliable and comparable at European level. The infor-
mation is intended to provide a basis for analysing demand for
drugs and ways of reducing both it and drug-market-related
events in general. Table 1 summarises the Monitoring Centre’s
competences and activities on the basis of information it has
supplied.

2. For information, the annual accounts drawn up by the
Monitoring Centre for the financial year 2004 are summarised in
Tables 2, 3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Centre’s accounts, as required by
Article 248 of the Treaty establishing the European Community.

4. The Centre’s accounts for the financial year ended
31 December 2004 (3) were drawn up by its Executive Director,
pursuant to Article 11 of Regulation (EEC) No 302/93, and sent
to the Court, which is required to give its opinion on their reli-
ability and on the legality and regularity of the underlying
transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

() O] L 36, 12.2.1993. This Regulation has been amended by
Regulation (EC) No 3294/94 of 22.12.1994 (O] L 341, 30.12.1994,
p. 7) and Regulation (EC) No 1651/2003 of 18.6.2003 (O] L 245,
29.9.2003, p. 30).

() OJ L 248, 16.9.2002, p. 1.

(?) These accounts were drawn up on 11 August 2005 and received by
the Court on 19 September 2005.

The Centre’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Centre’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. More than a hundred transfers of appropriations were
made during the financial year 2004; the transfers made from cer-
tain items were compensated for by transfers in the opposite
direction. Amendments on this scale make the management of
the Monitoring Centre very cumbersome and show that the nec-
essary rigour is not being applied to compliance with the budget-
ary principle of specification.

8. The checks carried out on the implementation of contracts
revealed a number of anomalies (#). Although, considered indi-
vidually, these anomalies do not call into question the regularity
of the transactions concerned, their frequency (°) should induce
the Monitoring Centre to strengthen its internal control system.

9. No reconciliations between bank balances and the
accounts are carried out and the errors in the amounts to be paid
are not always detected. Moreover, the accounting officer’s
instructions to the bank are not countersigned by a second per-
son. As this is a high-risk area, internal control procedures should
be strengthened without delay.

(%) In particular, six cases of purchases being made without a contract
using just an order form, commencement of work for one contract
before the commitment operations, inadequate checks on one con-
tractor’s invoices, amendments to contracts without the addition of
new clauses (checks covered a total of 360 000 euro, i.e. 27 % of pur-
chases made within the framework of Title II).

(°) An examination of the 13 contracts in the sample revealed that all
except one contained at least one anomaly; altogether no fewer than
23 anomalies were detected.
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10. The data concerning fixed assets are compiled with the integrity of the data recorded. A reliable computer system must
aid of electronic calculation sheets, which does not guarantee the be used to monitor the fixed assets.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of
5 October 2005.

For the Court of Auditors
Hubert WEBER
President
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Table 3

European Monitoring Centre for Drugs and Drug Addiction — Revenue and expenditure accounts

for the financial years 2004 and 2003

(1 000 euro)

2004 2003 (1)
Revenue
Subsidies from the Commission 11730 9300
Subsidies from Norway 514 421
Assigned revenue 211 335
Miscellaneous revenue 33 67
Total revenue (a) 12 488 10122
Budgetary expenditure for the financial year
Staff — Title I of the budget
Payments 5832 5189
Appropriations carried over 122 80
Administration — Title II of the budget
Payments 1088 555
Appropriations carried over 356 267
Operating activities — Title III of the budget (except assigned revenue)
Payments against payment appropriations for the financial year 2342 2057
Appropriations carried over 1260 1469
Assigned revenue (Phare and third countries) 201 500
Total expenditure (b) 11 200 10 117
Outturn for the financial year (a - b) 1288 5
Balance carried over from the previous financial year 295 1626
Appropriations carried over and cancelled 245 (2) 221
Sums for re-use from the previous financial year not used 15 21
Refunds to the Commission -3 -1584
Refunds to Norway 81
Exchange-rate differences -1 6
Balance for the financial year 1920 295

(") The data for the financial year 2003 have been processed again to enable use of the assigned revenue to be traced.

(?) Does not take into account cancellations of Phare appropriations carried over and not used (22 000 euro).

Source: Information supplied by the Monitoring Centre — This table summarises the data provided by the Monitoring Centre in its annual accounts.
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Table 4

European Monitoring Centre for Drugs and Drug Addiction — Balance sheet as at 31 December 2004 and 31 December 2003

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Fixed assets Fixed capital
Intangible assets 129 94 | Own capital 2950 3057
Buildings 3559 3559 | Balance for the financial year 1920 295
Equipment and furniture 165 157 Subtotal | 4 870 3352
Transport equipment 50 50 | Current liabilities
Computer equipment 716 659 | Phare carry-overs — 223
Appropriations carried over against Titles I, II
Depreciation -1713 -1496 |andII 1737 1815
Subtotal 2906 3023 | Sundry accounts payable 54 18
Stocks Recovery orders 0 55
Office supplies 0 34 Subtotal 1791 2111
Subtotal 0 34 | Suspense accounts
Revenue for re-use 25 —
Long-term assets Deferred revenue — 123
Staff loans 23 0 Subtotal 25 123
Subtotal 23 0

Current assets

Phare 26

Other advances 8 78

Recoverable VAT 47 94

Sundry accounts receivable 32 66
Subtotal 113 238

Cash accounts

Bank accounts 3 640 2291
Cash 4
Subtotal 3 644 2291
Total 6 686 5586 Total | 6 686 5586

Source: Information supplied by the Monitoring Centre — This table summarises the data provided by the Monitoring Centre in its annual accounts.
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THE MONITORING CENTRE’S REPLIES

7. The final budget of the EMCDDA was adopted only in
May 2004 owing to enlargement. Therefore, it was necessary to
make numerous transfers in order to ensure the implementation
of the EMCDDA’s work programme.

8. The EMCDDA has implemented the following measures in
order to improve the management of its contracts:

— a more precise procurement planning in terms of defining
requirements,

— training for managers,

— the development of standard contract forms,

— the clarification of the internal procedures used for
commitments,

— the introduction of checklists for payments and other bud-
getary operations.

9. In order to take account of the Court’s observation, the
EMCDDA put in place a monthly reconciliation procedure in Sep-
tember 2005, providing for the signature of the Accounting
Officer and submission to the Authorising Officer. The EMCDDA
will implement a countersigning system as soon as possible.

10. The implementation of a new, more effective, inventory
system made it necessary to use calculation sheets in order to
ensure continuity of management. The closure of inventory 2005
will be based on this new system.
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INTRODUCTION 6. The Court has obtained a reasonable basis for the opinion
expressed below.
Reliability of the accounts
L. The European Monitoring Centre on Racism and Xeno- The Centre’s accounts for the financial year ended 31 Decem-

phobia (‘the Centre’) was established by Council Regulation (EC)
No 1035/97 of 2 June 1997 (). The Centre’s primary tasks are to
provide the Union and the Member States with reliable informa-
tion on racism, xenophobia and anti-Semitism in the Union and
to cooperate with the Council of Europe in these areas. Table 1
summarises the Centre’s competencies and activities on the basis
of information it has supplied.

2. For information purposes the annual accounts drawn up
by the Centre for the financial year 2004 are summarised in Tables
2, 3 and 4.

THE COURT’S OPINION

3. The Court’s opinion is addressed to the European Parlia-
ment and the Council in accordance with Article 185(2) of Coun-
cil Regulation (EC, Euratom) No 1605/2002 (2); it was drawn up
following an examination of the Centre’s accounts, as required by
Article 248 of the Treaty establishing the European Community.

4. The Centre’s accounts for the financial year ended
31 December 2004 (%) were drawn up by its Director, pursuant
to Article 12 of Regulation (EC) No 1035/97, and sent to the
Court, which is required to give its opinion on their reliability and
on the legality and regularity of the underlying transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

(1) OJL 151, 10.6.1997, p. 6.

() OJ L 248, 16.9.2002, p. 1.

(%) These accounts were drawn up on 27 June 2005 and received by the
Court on 19 September 2005.

ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

Except for the situations described in points 9 and10, the
transactions underlying the Centre’s annual accounts, taken as
a whole, are legal and regular.

OBSERVATIONS

7. The cancellations of the appropriations carried over from
the previous financial year remained at the same level (20 %) as
last year. There is a need for the Centre to improve the way carry-
overs are established (4).

8. Internal control standards have been developed. These
standards have not yet been formally adopted by the Centre’s
Management Board as required by its Financial Regulation (%). A
risk analysis should be carried out in order to assess their rel-
evance. The ex-ante verification checklists should be improved
and filled in all cases.

9. The Centre annually carries out a tendering procedure for
selecting 25 national focal points under RAXEN (9). Contrary to
the Centre’s rules for the implementation of its financial regula-
tion (7), the relative weighting to be applied in order to determine
the most economically advantageous offers were included neither
in the procurement notice nor the tender documents. One out of
the 25 contracts (8) was not awarded to the offer identified as
being the most economically advantageous.

() Notwithstanding the above the level of carry-over of appropriations
under Title I1I, ‘Operating activities’ significantly decreased (from 36 %
in 2003 to 19 % in 2004). This is the result of a more detailed assess-
ment at year end to identify which obligations will give rise to pay-
ments in the following financial year.

(°) See Article 38(4) of the Centre’s financial regulation.

(%) See Table 1.

(7) Article 116(3) of the Centre’s Regulation laying down detailed rules
for the implementation of its Financial Regulation.

(%) Amounting to 70 000 euro in total.
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10. In the case of one contract for the provision of adminis- vices were directly awarded although, there was no reason justi-
trative services (1) the documents relating to the tendering proce- fying such procedure (?). In a last case (3), the contract was not
dure used could not be traced. In another similar case, the ser- awarded to the lowest bidder.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October 2005.

For the Court of Auditors
Hubert WEBER
President

(1) Maintenance of photocopiers amounting to approximately (?) Security of the building amounting to approximately 92 000 euro.
25 000 euro. (}) Printing of Annual Report amounting to approximately 35 000 euro.
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Table 3

European Monitoring Centre on Racism and Xenophobia — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Revenue
Community subsidies 5675 7318
Other revenue 455 374
Financial revenue 21 21
Phare subsidy 82 676
Total revenue (a) 6233 8 389
Expenditure
Staff — Title I of the budget
Payments 2 645 2618
Appropriations carried over 85 64
Administration — Title II of the budget
Payments 447 412
Appropriations carried over 37 51
Operating activities — Title III of the budget
Payments 2352 1678
Appropriations carried over 745 1162
Assigned revenue (Phare and other)
Payments 7 376
Appropriations carried over 0 694
Total expenditure (b) 6318 7 055
Outturn for the financial year (a - b) -85 1334
Balance carried over from the previous financial year 98 -1579
Appropriations carried over, cancelled 241 301
Appropriations for re-use from the previous financial year, not used 0 37
Amounts due written off -23 0
Exchange-rate differences 0 5
Balance for the financial year 231 98

NB: Totals may include differences due to rounding.
Source:  Data supplied by the Centre — This table summarises the data supplied by the Centre in its annual accounts.
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Table 4

European Monitoring Centre on Racism and Xenophobia — Balance sheet at 31 December 2004 and 31 December 2003

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Fixed assets Own capital
Computer software 82 72 | Own capital 123 108
Computer equipment 206 148 | Balance for the financial year 231 98
Furniture and other equipment 252 250 Subtotal 354 206
Depreciation - 417 -362 | Current liabilities
Subtotal 123 108 | Automatic carry-overs of appropriations 866 1277
Automatic carry-overs of assigned revenue and
Current assets Phare 41 694
Community subsidies 0 23 | Taxes and other related expenditure 113 454
Recoverable VAT 159 456 | EC Commission 214 0
Phare subsidy 0 169 | Sundry accounts payable 111 275
Sundry accounts receivable 138 77 Subtotal | 1345 2700
Subtotal 297 725
Cash accounts
Bank accounts 1279 2073
Subtotal 1279 2073
Total 1699 2906 Total 1699 2906

NB: Totals may include differences due to rounding.

Source: Data supplied by the Centre — This table summarises the date supplied by the Centre in its annual accounts.
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THE MONITORING CENTRE’S REPLIES

7. The EUMC has taken measures to reduce the level of carry-
overs at the year end. The EUMC continues to improve controls
so as to ensure that the amounts carried over reflect more accu-
rately the value of outstanding obligations.

8. The Internal Audit Capability has presented internal con-
trol standards to the Executive Board in February 2005, in view
of their formal adoption in October 2005 after examination. A
risk analysis is being carried out. The Internal Audit Capability has

reviewed the existing checklists. More relevant checklists inte-
grated into SI2 will be put in place before the end of 2005.

9. EUMC is reviewing its procedures and new ones will be
issued before the end of 2005 to avoid the repetition of the situ-
ations described by the Court.

10.  The directly awarded contract concerned security services
which were considered to be sensitive and therefore not fit for a
general invitation to tender. In 2005, the EUMC has launched a
call for tender in order to test this specific market.
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INTRODUCTION 6. The Court has obtained a reasonable basis for the opinion
expressed below.

1. The Community Plant Variety Office (hereinafter referred

to as ‘the Office’) was created by Council Regulation (EC)
No 2100/94 of 27 July 1994 (*). Its main task is to register and
examine applications for the grant of Community industrial prop-
erty rights for plant varieties and to ensure that the necessary
technical examinations are carried out by the competent offices
in the Member States. Table 1 summarises the Office’s competen-
cies and activities on the basis of information it has supplied.

2. For information, the annual accounts drawn up by the
Office for the financial year 2004 are summarised in Tables 2,
3 and 4.

THE COURT’S OPINION

3. This opinion is addressed to the Administrative Council of
the Office, pursuant to Article 111 of Council Regulation (EC)
No 2100/94.

4. The Office’s accounts for the financial year ended
31 December 2004 (2) were drawn up by its President, pursuant
to Article 112 of Regulation (EC) No 2100/94, and sent to the
Court, which is required to give its opinion on their reliability and
on the legality and regularity of the underlying transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

Reliability of the accounts

The Office’s accounts for the financial year ended 31 Decem-
ber 2004 are, in all material respects, reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Office’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. As regards operating appropriations, the Office’s budget
has adopted the system of differentiated appropriations, which
distinguishes between commitment appropriations and payment
appropriations. However, the presentation of its accounts does
not take the type of appropriations that are managed by it into
consideration.

8. In 2004, the Office took into account for the first time the
annual depreciation on its premises. However, it has not taken
account of the depreciation that it ought to have made since it
acquired the premises, namely, that relating to the period
2000-2003 (3).

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October 2005.

(1) OJ L 227, 1.9.1994, p. 27.
(?) These accounts were drawn up on 4 July 2005 and received by the
Court on 11 July 2005.

For the Court of Auditors
Hubert WEBER
President

(%) If the historical depreciation of the Office’s building had been taken

into account the total amount for depreciation entered in the balance
sheet would have increased from 525 000 euro to approximately
900 000 euro. To compensate, the amount of own capital would have
fallen by an equivalent amount from 2 508 000 euro to approxi-
mately 2 135 000 euro.
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Table 3

Community Plant Variety Office — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Revenue
Own revenue 8358 8199
Miscellaneous revenue 30 156
Financial revenue 371 401
Total revenue (a) 8759 8757
Expenditure
Staff — Title I of the budget
Payments 3635 3245
Appropriations carried over 38 99
Administration — Title II of the budget
Payments 861 583
Appropriations carried over 705 195
Operating activities — Title III of the budget
Payments 494 1179
Appropriations carried over 4175 4863
Total expenditure (b) 9908 10 164
Out-turn for the financial year (a - b) -1149 -1407
Balance carried over from the previous financial year 12 825 13977
Appropriations carried over and cancelled 462 249
Exchange-rate differences 0 0
Future provision 0 6
Extraordinary income 127 0
Extraordinary charges -43 0
Balance for the financial year 12222 12 825

NB: Variations in totals are due to the effects of rounding.
Source:  The Office’s data — This table summarises the data provided by the Office in its annual accounts.
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Community Plant Variety Office — Balance sheet at 31 December 2004 and 31 December 2003

Table 4

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003
Fixed assets Own capital
Computer software 110 77 | Own capital 2508 2538
Buildings 2 460 2427
Computer equipment 260 218 | Reserve 12 825 13977
Equipment and furniture 203 161 | Balance for the financial year -603 -1152
Depreciation -525 — 345 Subtotal | 14 730 15363
Current liabilities
Outstanding commitments in respect of
carry-overs from 2002 3711 2145
Subtotal 2508 2538 | Automatic carry-overs 4869 5156
Indemnities and guarantees 3 3 | Suppliers 0 1
Advances from customers & sundry accounts
Current assets payable 125 194
Recovery orders 19 3 | VAT to be paid 216 216
Sundry accounts receivable 11 29 | Deductions from salaries 83 9
VAT to be recovered 434 371 Subtotal 9 004 7721
Subtotal 464 403
Cash accounts
Banks 20 684 20065
Imprest account 75 75
Subtotal | 20759 20 140
Total | 23734 23 084 Total | 23734 23 084

NB: Variations in totals are due to the effects of rounding.

Source:  The Office’s data — This table summarises the data provided by the Office in its annual accounts.
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THE OFFICE’S REPLIES

7. The necessary changes will be made to the presentation of 8. The necessary corrections will be made within the frame-
the Office’s budgetary accounts. work of the move to accrual accounting, which must be carried
out for the financial year 2005.
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INTRODUCTION

1. The Office for Harmonization in the Internal Market (here-
inafter called ‘the Office’) was set up by Council Regulation (EC)
No 40/94 (') of 20 December 1993. Its mandate is to implement
the Community legislation on trade marks and designs, which
gives undertakings uniform protection throughout the entire area
of the European Union. The Office’s duties and activities are sum-
marised, on the basis of information submitted by the Office, in
Table 1.

2. For information, the annual accounts drawn up by the
Office for the financial year 2004 are summarised in Tables 2, 3
and 4.

THE COURT’S OPINION

3. This opinion is addressed to the Office’s Budget Commit-
tee pursuant to Article 137 of Council Regulation (EC) No 40/94.

4. The Office’s accounts for the financial year ended
31 December 2004 (2) were drawn up by its President, pursuant
to Article 119 of Regulation (EC) No 40/94, and sent to the Court,
which is required to give its opinion on their reliability and on the
legality and regularity of the underlying transactions.

5. The Court conducted an audit in accordance with its poli-
cies and standards, which are based on international auditing
standards that have been adapted to the Community context. The
audit was planned and performed to obtain reasonable assurance
that the accounts are reliable and the underlying transactions are
legal and regular.

6. The Court has obtained a reasonable basis for the opinion
expressed below.

Reliability of the accounts

The Office’s accounts for the financial year ended 31 Decem-
ber 2004, in all material respects, are reliable.

Legality and regularity of the underlying transactions

The transactions underlying the Office’s annual accounts,
taken as a whole, are legal and regular.

The observations which follow do not call the Court’s opi-
nion into question.

OBSERVATIONS

7. The revenue received between 21 and 31 December 2004,
i.e. 2,3 million euro, was entered in the accounts as revenue for
the financial year 2005, in breach of the principle of the annual
nature of the budget.

8. In its 2003 Annual Report (3), the Court drew attention to
the need for rigorous evaluation of appropriations to be carried
over. The checks carried out for the financial year 2004 showed
that a total of 515 000 euro was carried over unnecessarily, which
also conflicts with the principle of the annual nature of the
budget.

9. The Office has not made provision in its 2004 balance
sheet for two legal disputes, the potential financial impact of
which cannot be considered negligible.

10. There are still failings in the inventory system (%). The
lists of assets entered in the accounts as fixed assets had not been
reconciled with the inventories, and discrepancies were found.
Beginning in 2004 the Office includes computer licences and
software in its fixed assets. However, the corresponding fixed
assets have been understated by some 550 000 euro as a result of
the use of incorrect criteria for determining the value of the com-
puter licences and software.

This report was adopted by the Court of Auditors in Luxembourg at its meeting of 5 October 2005.

() OJL11,14.1.1994.

(?) These accounts were drawn up on 28 February 2005 and received by

the Court on 29 June 2005.

For the Court of Auditors
Hubert WEBER
President

(°) Paragraph 7 of the Report concerning the financial year 2003
(O] C 324, 30.12.2004, p. 107).

(*) Paragraph 10 of the Report concerning the financial year 2003
(O] C 324, 30.12.2004, p. 107).
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Table 3

Office for Harmonization in the Internal Market — Revenue and expenditure account for the financial years 2004 and 2003

(1 000 euro)

2004 2003
Revenue
Own revenue 127 465 107 056
Financial revenue 3190 3 460
Total revenue (a) 130 655 110 516
Budgetary expenditure for the financial year
Staff — Title I of the budget
Payments 53665 47 416
Appropriations carried over 1001 1168
Administration — Title II of the budget
Payments 18 324 16 366
Appropriations carried over 8890 7 891
Operating activities — Title 1II of the budget
Payments 16 455 14137
Appropriations carried over 16 323 9262
Total expenditure (b) 114 658 96 240
Outturn for the financial year (a - b) 15997 14276
Other expenditure/provisions for the year
Provision for procedural expenditure 1398 1094
Subtotal 1398 1094
Balance carried over from the previous financial year 72353 55368
Appropriations carried over and cancelled 1828 1506
Sums for re-use from the previous financial year not used 0 115
Exchange-rate differences and extraordinary revenue -7 -6
Balance for the financial year 91 569 72353

NB: Variations in totals are due to the effects of rounding.

Source:  Office data — This table summarises the data supplied by the Office in its annual accounts.
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Table 4

Office for Harmonization in the Internal Market — Balance sheet at 31 December 2004 and 31 December 2003

(1 000 euro)

Assets 2004 2003 Liabilities 2004 2003

Fixed assets Fixed capital
Buildings 27 915 26 747 | Own capital 27 656 27 920
Equipment and furniture 3800 3 828 | Balance for the financial year 91 569 72353
Transport equipment 97 115 Subtotal | 119225 | 100 273
Computer equipment 12 606 11 241 | Long-term debt
Intangible assets 373 24 | Long-term creditors 25 24
Depreciation -17135 | -14035 Subtotal 25 24

Subtotal | 27 656 27 920 | Current liabilities
Current assets Automatic carry-overs of appropriations 26 214 18 322
Suppliers and missions 173 200 | Advances from clients 26 582 29 395
Sundry accounts receivable 90 107 | Amount outstanding 37 52

Subtotal 263 307 | Sundry accounts payable 228 757
Cash accounts Provision for procedural expenditure 12 246 13 644
Banks 156 406 | 134239 Subtotal 65 307 62170
Cash 232 1

Subtotal | 156 638 | 134 240

Total | 184557 | 162467 Total | 184 557 162 467

NB: Variations in totals are due to the effects of rounding.

Source:  Office data — This table summarises the data supplied by the Office in its annual accounts.
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7. The problem highlighted by the Court was due to the con- 9. The Office takes note of the Court’s observation. In one

straints of the computer system used. The implementation of the
new general accounting system should prevent this situation from
recurring.

8. The Office will continue its efforts in this domain. To this
end, for the close of the financial year 2005, measures have
already been taken to improve the evaluation of any carry-overs
required.

case, the Office believes that when the accounts were closed it was
not in a position to assess the probability of having to pay
compensation.

10. Since February 2005 a system integrating the inventory
and the accounting systems has been in place. This has enabled
the inventory and the fixed-assets accounts to be reconciled fully.
Since 2005, the Office has been applying IPSAS standards for the
valuation of computer licences and software.
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