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CERTIFICATE AND STATEMENT OF THE MRECTOR

CERTIFICATE STATEMENT OF THE DIRECTOR

1, the undersigned, Director of the Rs:smm&
Executive  Agency, in my copitity s
authorising officer,

- Tleclare that the information contained in

I ackmowledge wey responsibility for the
preparation  and  presentation  of the
annual  aocouwnds  of  the  Research
Executive Agency in aucordance with

Article 246 of the Financial Regulation
CFRY! and 1 hareby certify that the
aopssl  sconumis of  the  Fessarch
Executive dgency for the yaar 2019 have
been prepared in sccordance with Title
Xili of the FR and the sceounting rules
adopted by  the  Commission's
Asceunting Officer, 3% are in be appdied
by all the institutions and wiion bodies.

J have obisired from the Authedsing
Offieer, who certified is relinbillsy, ali
the  infonnation pecesssyy  for e
produstion of the soonunts that shew the
Reasearch Excoutive Apessy'’s assels aml
ligbitities and the budgetary
implementation,  Dassd  on thix
information, snd on such checks as
desmud pecsssary o sign off the
zoconnts, | have a2 reasopable assurange
that {he socoumts present faiddy, in all
material aspects, the fingncial position,
the reanbis of the operations and the cash-
flow of the Reszearch Executive Apescy.

this repors gives a frue and folr view,

State that I have yeaxonable assurance that
the resources mssigned 1o the antivities
described in this report have beon used for
their intended purpose and in accordaice
with the principles of sound financial
management, and  that  the  control
procedures put in place give the necessary
guurantees concerning the legality and
regularity of the underlying transactions.

This reasonable assurance is hased on my
swn judgement and on the information at
my disposal, such as the results of the
work of ex-amte controls as well zs the
gheervations  of the  Impensl  Audi
Service.

Confing that § am not awsre of anything
not reported hiere which could hamn the
interssts  of the Agency or  ithe
Commission

Brussels, 18 June 2020

Valérie Ponta-Breitenstein
Aagouniting Dficer

bdaee Tachelet
Direaior

Regulgtign (EU)' No 1291/2013 of the European Parliament and of the Council of 11 December 2013
estabh.shmg Horizon 2020 — the Framework Programme for Research and Innovation (2014-2020) and
repealing Decision No 1982/2006/EC, OJ L 347 of 20.12.2013, p.104.



1. INTRODUCTION

1.1. Legal Basis

The financial statements of REA and its report on budget implementation for 2019 were
prepared in accordance with:

— Commission Regulation (EC) No 1653/2004 of the Council of 21 September 2004, on a
Standard Financial Regulation for the executive agencies pursuant to Council Regulation
(EC) No 58/2003 laying down the Statute for executive agencies to be entrusted with
certain tasks in the management of Community programmes, as last amended by
Commission Regulation (EC) No 651/2008 of 09 July 2008;

— Regulation (EU, Euratom) 2018/1046 on the financial rules applicable to the general
budget of the Union, repealing Regulation (EU, Euratom) No 966/2012 (2012 Financial
Regulation);

— The Accounting Rules on accrual accounting adopted by the Accounting Officer of the
Commission in December 2004 and last updated in January 2019.

1.2. Background Information

The Research Executive Agency (hereinafter referred to as “REA” or as “the Agency”) was
established in December 2007 by the Commission Decision 2008/46/EC2. This Decision was
repealed and replaced by Commission Decision 2013/778/EU* of 13 December 2013
establishing REA for the period 01.01.2014 to 31.12.2024.

REA operates in accordance with Council Regulation (EC) No 58/2003 of 19 December 2002
laying down the statute for executive agencies to be entrusted with certain tasks in the
management of Community programmes, including budget implementation.

The Agency is entrusted with the management of selected actions of various parts of the
Specific Programme Implementing Horizon 2020 — The Framework Programme for Research
and Innovation (2014-2020)*, as well as with the implementation of the legacy of parts of
specific programmes within the Seventh Framework Programme (Decision 1982/2006/EC).

The REA Delegation Act and its Annexes, adopted on 20 December 2013 by Commission
Decision C(2013) 9418, state which parts of Horizon 2020 are delegated to REA, which tasks
are managed for each project and how REA interacts with the European Commission (i.e.
with REA’s parent DGs). It also details the mandate regarding the support services. The
mandate was subsequently updated (see below).

Under the current mandate, REA:
— manages the following Horizon 2020 activities:

* under “Excellent Science”:
o Marie Sklodowska-Curie Actions;
o Future Emerging Technologies — FET-Open;

* under “Industrial Leadership”:
o Space Research;

* under “Societal Challenges”:

2 QJL110f15.1.2008, p.9.

3 OJL 346 0f20.12.2013.

*  Regulation (EU) No 1291/2013 of the European Parliament and of the Council of 11 December 2013
establishing Horizon 2020 — the Framework Programme for Research and Innovation (2014-2020) and
repealing Decision No 1982/2006/EC, OJ L 347 o 20.12.2013, p.104.



o Food security, sustainable agriculture and forestry, marine & maritime and
inland water research and the bio-economy;

o Europe in a changing world: Inclusive, innovative and reflective societies;

o Secure Societies — Protecting freedom and security of Europe and its citizens;

= under “Horizon 2020 Specific Objectives”:
o Spreading Excellence and Widening Participation;
o Science with and for Society.

— continues to manage the legacy of all the FP7 actions from the previous mandate: Marie
Curie Actions — People Specific Programme; Space Research and Security Research, both
under the Cooperation Specific Programme; FP7 SME actions under the Capacities
Specific Programme;

— Regarding support services, REA’s mandate since 2014 serves more clients and provides
more services:

= For expert management: REA contracts and pays all expert evaluators for all
services managing “Horizon 2020 except the European Research Council Executive
Agency, some Joint Undertakings and “Horizon 2020 — Euratom”. Expert monitors
(also referred to as "reviewers") remain to be managed by each service;

* For participant validation services: REA provides validation services to all Horizon
2020 services and to a number of other programmes (e.g. Erasmus+, Creative
Europe, Europe for Citizenship, COSME, programmes in the fields of health and
consumers, justice and home affairs as well as agricultural promotion);

The Delegation Act was last amended by the Commission Decision C(2017) 4900 of 14 July
2017. This extension of the mandate entered into force on 1 January 2018 and delegated the
following additional tasks to REA:

— to provide extended services related to the legal validation of participants and the
preparation of financial capacity checks, in response to the obligation of the Single
Electronic Data Interchange Area — SEDIA (based on Article 95(2) of the Financial
Regulation), for all Direct Management managed by the Commission, the Executive
Agencies and Joint Undertakings;

— to implement projects generating EU classified information.

External Audit

The European Court of Auditors is required to scrutinise the REA's accounts in line with the
requirements of Article 248 of the Treaty on the Functioning of the EU.

Discharge

The European Parliament is the discharge Authority within the EU. This means that,
following the audit and finalisation of the annual accounts, it falls to the Council to
recommend and then to the European Parliament to give a discharge to the Director of REA
for a given financial year.



2. FINANCIAL STATEMENTS 2019

2.1. REA balance sheet as of 31.12.2019 (in euros)

Notes

Variation X
(section | 31.12.2019 31.12.2018 Variation %
Amount
2.5.2)
ASSETS 13.063.398 12.377.449 685.949 6%
NON CURRENT ASSETS 2.318.663 2.065.174 253.489 12%
INTANGIBLE FIXED ASSETS 2521 395.410 212,831 182.579 86%
TANGIBLE FIXED ASSETS 25.2.2 1.923.253 1.852.343 70.910 4%
Plant and equipment 0 0
Furniture and vehicles 7.808 13.292 -5.484 -41%
Computer hardw are 79.250 179.157 -99.907 -56%
Others fixtures and fittings 1.679.939 1.659.894 20.045 1%
Computer hardw are under finance lease 156.256 0 156.256
CURRENT ASSETS 10.744.735 10.312.275 432.460 4%
EXCHANGE RECEIVABLES 3.612.453 4.002.056 -389.602 -10%
Current receivable customers 2523 32,724 0 32.724
Deferred charges 2524 2.993.529 2.891.642 101.887 4%
Deferred charges with consolidated entities 2525 55.669 1.018.505 -962.836 -95%
Sundry receivables 25286 66.221 91.908 -25.687 -28%
Current receivable consolidated entities 2527 457.310 0 457.310
Accrued income 25.2.8 7.000 0 7.000
NON EXCHANGE RECEIVABLES 25.2.9 1.055 5.999 1.055
Accrued income 165 0 165
Other current receivable 890 0 890
Other current receivable w ith consolidated entities 0 5.999 -5.999 -100%
CASH AND CASH EQUIVALENTS 25.2.10 7.131.227 6.304.220 827.007 13%
LIABILITIES 13.063.398 12.377.449 685.949 6%
NON CURRENT LIABILITIES 121.153 0 121.153
FINANCE LEASE 2.5.2.11 121.153 0 121.153
Long Term Lease 121163 0 121.153
CURRENT LIABILITIES 4.281.906 3.168.731 1.113.175 35%
CURRENT FINANCIAL LIABILITIES 252,12 33.881 0 33.881
Short Term Lease 33.881 0 33.881
CURRENT PAYABLE 25213 65.932 40.240 25.693 64%
Current payable vendor 64.971 15.523 49.448 319%
Other current payable 0 5.202 -5.202 -100%
Current payable consolidated entities 0 19.515 -19.515 -100%
Other current payable consolidated entities 961 0 961
SUNDRY PAYABLES 25214 23.487 30.097 -6.610 -22%
ACCOUNT PAYABLE CONSOLIDATED ENTITIES 25215 384.439 275.363 109.076 40%
Prefinancing from consolidated entities 384.439 275.363 109.076 40%
ACCRUED CHARGES AND DEFFERED INCOME 3.774.166 2.823.031 951.136 34%
Accrued charges 25.2.16 1.5624.914 1.789.076 -264.161 -15%
Accrued charges with consolidated entities 25217 1.855.581 1.033.955 821.625 79%
Deferred income w ith consolidates entities 25218 393.672 0 393.672
NET ASSET 8.660.340 9.208.718 -548.379 -6%
ACCUMULATED SURPLUS/(DEFICIT) 9.208.718 10.492.520 -1.283.802
ECONOMIC RESULT OF THE YEAR (profit+/loss-) -548.379 -1.283.802 735.424




2.2. REA Statement of financial performance (in euros)

Notes
(section Variation Variation

2.5.3) 31.12.2019 31.12.2018 A 9
ECONOMIC RESULT OF THE YEAR -548.379 -1.283.802 735.424 57%
OPERATING REVENUE 75.580.028 68.991.643 6.588.385 10%
NON-EXCHANGE REVENUES 75.298.394 68.959.488 6.337.598 9%
Other non exchange revenue 2531 1.308 0
Subsidy of he Conmission 2532 75.297.086 68.959.488 6.337.598 9%
EXCHANGE REVENUES 281.634 32.155 249.479| 776%
Fixed assets related revenue 2533 0 26.404 -26.404| -100%
Income w ith consolidated entities 2534 241.566 0 241.566
Exchange rate differences gains 25.3.5 335 21 124 59%
Other miscellaneous revenues 2536 39.734 5.541 34.193 617%
OPERATING EXPENSES 76.128.407 70.275.445 5.852.962 8%
EXCHANGE EXPENSES 76.128.407 70.275.445 5.852.962 8%
Staff expenses 2537 54.295.380 48.880.036 5.415.345 11%
Interest expenses 25.3.8 1.222 0 1.222
Administrative and IT expenses 253.9 8.644.914 9.739.253 -1.094.339] -11%
Assets related expenses 25310 806.968 939.456 -132.488 -14%
Land and building 253.11 12.379.153 10.715.834 1.663.319 16%
Exchange rate differences losses 770 867 -97 -11%




2.3. REA Cash flow statement (in euros)

NOTES
{sectlon 31.12.2019 31.12.2018
2.5.4)

Economic result of the year -548.379 -1.283.802
Operating activities

Amortization (intangible fixed assets) (+) 63.424 55.527

Depreciation (tangible fixed assets) (+) 743544 883.929

Increase/(decrease) in Provisions for risks and

liabilities

Increase/(decrease) in Value reduction for doubtfull

debts

(Increase)/decrease in Long term Receivables

(Increase)/decrease in Short term Receivables -116.979 -102.668

(Increase)/decrease in Receivables related to

consolidated EU ent. 511.525 4.126.345

Increase/(decrease) in Long term liabilities 121.153 -

Increase/(decrease) in Accounts payables -192.644 468.587

Increase/(decrease) in Liabilities related to

consolidated EU entities 1.305.819 -227.498
Total Operating activities net cash Flow 1.887.464 3.920.420
Investing activities

Amounts written off tangible fixed assets

Increase of tangible and intangible fixed assets(-) -1.060.457 -1.520.046
Total Investing activities net cash Flow -1.060.457 -1.520.046
NET CASHFLOW 827.007 2.400.374
Net Increase/ (decrease) in cash and cash equivalents 827.007 2.400.374
Cash and cash equivalents at the beginning of the period 6.304.220 3.903.846
CASH AND CASH EQUIVALENT AT YEAR END 7.131.227 6.304.220




2.4. REA statement of changes in net assets (in euros)

Accumulated Surplus (+) / Deficit (-) | Economic result of the year | Net assets (total)
Balance as of 31 December 2018 10.492.5201 -1.283.802 9.208.718|
Changes in accounting policies 0 0 0
Balance as of 01 January 2019 10.492.520 -1.283.802 9.208.718
Fair value movements 0
Allocation of the Economic Result of
Previous Year -1.283.802
Economic Result of the year -548.379
Balance as of 31 December 2019 9.208.718] -548.379 8.660.340




2.5. Notes to the financial statements

These financial statements cover the period from 1 January 2019 until 31 December 2019.
2.5.1. Significant accounting policies

Legal basis and accounting rules

The accounts are kept in accordance with Commission Regulation (EC) No 1653/2004 of 21
September 2004 on a standard financial regulation for the executive agencies.

REA being fully consolidated in the Commission accounts, the 2019 REA financial
statements and report on implementation of the budget have been established in accordance
with the legal basis described in the introduction.

These financial statements are prepared on the basis of the EU Accounting Rules as adopted
by the Commission’s Accounting Officer which adapt the International Public Sector
Accounting Standards (IPSAS) (and in some cases the International Financial Reporting
Standards) to the specific environment of the EU, while the reports on implementation of the
budget continue to be primarily based on movements of cash.

The accounting system of REA comprises general accounts and budget accounts. These
accounts are kept in euros on the basis of the calendar year. The budget accounts give a
detailed picture of the implementation of the budget. They are based on the modified cash
accounting principle®. The general accounts allow for the preparation of the financial
statements as they show all charges and income for the financial year and are designed to
establish the financial position in the form of a balance sheet as at 31 December.

The REA's financial statements have been drawn up using the methods of preparation as set
out in the accounting rules laid down by the Commission’s Accounting Officer.

Accounting principles

The objective of the financial statements is to provide information about the financial
position, performance and cash flows of an entity that is useful to a wide range of users. For a
public sector entity such as REA, the objectives are more specifically to provide information
useful for decision making and to demonstrate the accountability of the entity for the
resources entrusted to it.

Article 53 of the standard financial regulation for executive agencies® sets out the accounting
principles to be applied in drawing up the financial statements:

Going concern basis

When preparing financial statements an assessment of an entity’s ability to continue as a
going concern shall be made. Financial statements shall be prepared on a going-concern basis
unless there is an intention to liquidate the entity or to cease operating, or if there is no
realistic alternative but to do so. These financial statements have been prepared in accordance
with the going-concern principle, which means that the Agency is deemed to have been
established for an indefinite duration.

5 This differs from cash-based accounting because of elements such as carryovers.

¢ Commission Regulation (EC) No 1653/2004 of 21 September 2004 on a standard financial regulation for the
executive agencies pursuant to Council Regulation (EC) No 58/2003 laying down the statute for executive
agencies to be entrusted with certain tasks in the management of Community programmes and amended by
Commission Regulation (EC) No 651/2008 of 09 July 2008.
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Prudence

The principle of prudence means that assets and income shall not be overstated and liabilities
and charges shall not be understated. However, the principle of prudence does not allow the
creation of hidden reserves or undue provisions.

Consistent accounting methods

The principle of consistent accounting methods means that the structure of the components of
the financial statements and the accounting methods and valuation rules may not be changed
from one year to the next.

The Agency's Accounting Officer may not depart from the principle of consistent accounting
methods other than in exceptional circumstances, in particular:

a) 1in the event of a significant change in the nature of the entity's operations;
b) where the change made is for the sake of a more appropriate presentation of the
accounting operations.

Comparability of information

The principle of comparability of information means that for each item the financial
statements shall also show the amount of the corresponding item in the previous year.

Where the presentation or the classification of one of the components of the financial
statements is changed, the corresponding amounts for the previous year shall be made
comparable and reclassified. Where it is impossible to reclassify items, this shall be explained
in the annex to the financial statements.

Materiality

The materiality principle means that all operations which are of significance for the
information sought shall be taken into account in the financial statements. Materiality shall be
assessed in particular by reference to the nature of the transaction or the amount.

Transactions may be aggregated where:

a) the transactions are identical in nature, even if the amounts are large;
b) the amounts are negligible;
c) aggregation offers more clarity in the financial statements.

No netting

The no-netting principle means that receivables and debts may not be offset against each
other, nor may charges and income, except where charges and incomes derive from the same
transaction, from similar transactions or from hedging operations and provided that they are
not individually material.

Reality over appearance

The principle of reality over appearance means that accounting events recorded in the
financial statements shall be presented by reference to their economic nature.

Accrual-based accounting

The accrual-based accounting principle means that transactions and events shall be entered in
the accounts when they occur and not when amounts are actually paid or recovered. They
shall be booked to the financial years to which they relate.

11



Exception to the accounting principles

Where, in a specific case, the Accounting Officer considers that an exception should be made
to the application of one of the accounting principles defined above this exception must be
duly substantiated and reported in the annex to the financial statements.

In parallel, the overall considerations (or accounting principles) to be followed when
preparing the financial statements are also laid down in EU Accounting Rule 1 and are the
same as those described in IPSAS 1, that is: fair presentation, accrual basis, going concern
basis, consistency of presentation, aggregation, no offsetting and comparative information.

Basis of preparation
Functional and reporting currency

The financial statements are presented in euros, which is the functional and reporting
currency of the EU.

Transactions and balances

Foreign currency transactions are recorded using the exchange rates prevailing at the date of
the transactions.

Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation of monetary items in foreign currency into euros at year-
end are recognised in the statement of financial performance.

Chart of Accounts
The chart of accounts used by REA follows the structure of the chart of accounts of the
European Commission (PCUE).

Use of estimates

Preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect reported
amounts presented and disclosed in the Financial Statements of REA. Significant estimates
and assumptions in these financial statements require judgment and are used for, but not
limited to, accrued income and charges, provisions, contingent assets and liabilities. Actual
results reported in future periods may be different from these estimates. Changes in estimates
are reflected in the period in which they become known.

Balance sheet
The balance sheet of REA is consisting of assets and liabilities.

Assets

Assets are non-physical/physical economically valued items owned and controlled by REA
with the expectation that they will provide future benefit to the Agency.

Intangible assets
An intangible asset is an asset that is not physical in nature.

In the balance sheet of REA, intangible assets are mostly consisting of software licences. The
latter are stated at historical acquisition cost less accumulated depreciation and adjusted for

12



eventual impairment. Intangible assets are amortised on a straight-line basis over the
estimated / contractual useful life of the concerned asset.

According to EU Accounting Rule 6, internally developed intangible assets can be capitalised
when the relevant capitalisation criteria are met. All costs directly attributable to the creation,
production and preparation of the asset, to make it operational as intended by the
management of the Agency, should be capitalised.

Costs associated with research activities, non-capitalisable development and maintenance are
recognised (in the Statement of financial performance) as expenses when incurred.

REA considers a useful life of 4 years (25% amortisation rate) for its intangible assets.

Property, plant and equipment

Property, plant and equipment are tangible assets. A tangible asset is an asset that has a
physical form.

Tangible fixed assets are stated at historical acquisition cost less accumulated depreciation
and adjusted for eventual impairment.

Historical acquisition cost includes expenditures that are directly attributable to the
acquisition or construction of the asset. Subsequent costs can be included in the asset's gross
book value (or recognised as a separate asset), when these subsequent costs can be reliably
measured and provide future economic benefit to the Agency.

Fixed asset repairs and maintenance costs are recognised as expenses (in the statement of
financial performance) when incurred.

According to EU Accounting Rule 7, fixed assets are depreciated over their useful life and
according to the straight-line depreciation method.

The following rates are applicable for the depreciation of fixed assets:

Asset type Depreciation rate
Buildings 4%-10%
Plantand equipment 25%
Furniture and vehicles 10%-25%
Computer hardware 25%
Other fixed fixtures and fittings 10%-25%-33%

Pro-rata temporis depreciation is considered for assets acquired through the accounting year.
Assets under construction are not depreciated as long as not ready for use.

The gain/loss on the disposal of fixed assets is calculated by the difference between the
proceeds of the sale of the asset and the net book value of the disposed asset. The gain/loss
from the disposal of the asset is recognised in the Statement of financial performance.

Receivables

Current receivables (whose maturity is of less than 12 months at the balance sheet date) are
included under current assets in the balance sheet.

Receivables are carried at their original value less an eventual write-down for impairment. A
receivable write-down is accounted for when there is an objective risk that the receivable will
be only partially or will not (at all) be collected at the date it becomes due or later. The
amount of the write-down is calculated as the difference between the asset’s book value and

13



the expected recoverable amount. The write-down is recognised in the Statement of financial
performance.

Cash and cash equivalents

Cash and cash equivalents refer to the line item on the balance sheet that reports the value of
the Agency’s assets that are cash or can be converted into cash immediately. They include
cash-at-hand and deposits at banks.

Liabilities

Liabilities in the balance sheet of the Agency represent financial debts or obligations that
arise during the course of the Agency’s operations.

Provisions

REA makes accounting provisions for future probable obligations as a result of past events.
Provisions cover probable losses that would impact the Agency’s operations.

Even though the exact amount of the possible liability resulting from the obligation is not
known, a reliable estimate of the obligation can be made and accounted for as the amount of
the provision at the balance sheet reporting date.

Payables

Payables are recorded at their original amount when vendor invoices are received; related
expenses are recognised in the Statement of financial performance when the goods and/or
services are received and accepted by REA.

Accruals and deferrals

In accordance with the EU Accounting Rules, which aim at ensuring that the financial
statements reflect a true and fair view of the Agency’s operations, transactions and events are
recognised in the financial statements in the period they relate to.

Therefore, an expense accrual is recorded in a specific accounting period when the related
expense is incurred over the concerned period (goods / services have been delivered) but the
invoice is not yet received and accounted for.

Revenue accruals are recorded in a specific accounting period when related services / goods
have been delivered during the concerned period but the invoice has not yet been issued and
accounted for.

On the other hand, should there be an invoice received/issued for goods / services not yet
received / delivered, the related expense / revenue will be deferred and recognised in the
subsequent accounting period (in which goods / services will be received / delivered).

Statement of financial performance
Revenue

Non-exchange revenue represents the vast majority of the REA's revenues and mainly
consists of subsidies from the EU.

Exchange revenue is the revenue from the sale of goods and services. It is recognised when
the goods / services are delivered to the purchaser. If services are rendered over successive
accounting periods, associated revenue is recognised based on the stage of completion at the
reporting date.



Interest income consists of received bank interests.

Expenses

Exchange expenses arise from the purchase of goods/services. They are recorded in the
Statement of financial performance when incurred, i.e. when related goods/services are
delivered / consumed (according to the principles of accrual-based accounting).

Non-exchange expenses relate to transfers to beneficiaries and can be of two types mainly:
entitlements and transfers under agreement.

Transfers to beneficiaries are recognised as expenses when (i.e. in the accounting period
during which) the event giving rise to the transfer occurred under the condition that:

— the nature of the transfer is allowed by a regulation (Financial, Staff, other Regulation)
and/or the transfer has been made according to a contract signed with the beneficiary;
— all eligibility criteria have been met by the beneficiary for the transfer to be made.

When a request for payment or cost claim is received and meets the above mentioned
recognition criteria, it is expensed for the eligible amount. At the end of the accounting
period, incurred eligible expenses (due to the Beneficiaries) but not yet requested/claimed are
estimated and recorded as accrued expenses.

Contingent assets and liabilities
Contingent assets

A contingent asset is a possible asset that arises from past events and of which the existence
will be confirmed only by the occurrence or non-occurrence of one or more uncertain future
events not fully within the control of REA. It is not recognised because the amount of the
asset cannot be measured with sufficient reliability. A contingent asset is disclosed when an
inflow of economic benefits or service potential is probable.

Contingent liabilities

A contingent liability is a possible obligation that arises from past events and of which the
existence will be confirmed only by the occurrence or non-occurrence of one or more
uncertain future events not fully within the control of REA; or a present obligation that arises
from past events but is not recognised because it is not probable that an outflow of resources
embodying economic benefits or service potential will be required to settle the obligation or,
in the rare circumstances where the amount of the obligation cannot be measured with
sufficient reliability.

Consolidation

According to Article 57 of the Standard Financial Regulation for the executive agencies, the
REA's accounts are consolidated with the Commission’s annual accounts.

2.5.2. Notes to the Balance sheet

Non current assets

(1) Intangible fixed assets

The intangible fixed assets at REA consist of computer sotware and internally generated IT
tools. To be capitalised, computer software should have a purchase price above € 700.
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In compliance with Accounting Rule 6, internally developed intangible assets are capitalised
since January 2010. Considering the size of the REA's administrative budget, the threshold
amount for capitalisation has been set at € 100,000.

The variation of the intangible fixed assets in 2019 is detailed as follows (in euros):

Internally
# | Computer Software developed Intangible assets
A LG L intangible fixed | under construction dcal
assets
Gross carrying amounts 31.12.2018 (EUR) 4.257.200,48 1.133.223,07 90.044,62 5.480.468,17
Additions 1.239,95 244.763,29 246.003,24
Disposals 0,00
Transfer between headings 145.685,77 -145.685,77 0,00
Gross carrying amounts 31.12.2019 (EUR) 4.258.440,43 1.278.908,84 189.122,14 5.726.471,41
Accumulated amortization and impairment :
31.12.2018(EUR) -4.255.950,48 -1.011.687,07 f -5.267.637,55
Amortization 662,97 -62.760,77) -63.423,74|
Disposals : 0,00
Accumulated amortization and impairment
31.12.2019 (EUR) -4.256.613,45 -1.074.447,84 0,00 -5.331.061,29I
Net carrying amounts 31.12.2019 (EUR) 1.826,98 204.461,00 189.122,14 395.410,12'

In 2014, the Commission set up the Common Support Centre (CSC) in DG RTD, responsible
for the implementation and support of IT systems for Horizon 2020. Following a partnership
agreement, the CSC (representing the Research and Innovation DGs and DIGIT) has
developed several IT tools (COMPASS, SYGMA,...). The development costs of these IT
tools are shared among DGs without any financial participation of REA. DG Research and
Innovation is the owner of these tools.

The Agency has neverthelees developed internally intangible assets for the management of
the FP7 actions in order to cover functionalities that are not provided by the central tools.
These assets are now fully amortised.

Since last year, the Agency is developing a new tool to facilitate the planning of the
operational management of e-grants activities (OMEGA). Some modules have been put in
production in 2018 and 2019, others are still under constructions.

(2) Tangible fixed assets

Tangible fixed assets at REA consist of technical equipment, furniture, computer hardware,
leasehold improvements, telecommunication and audio-visual equipment. The two last
categories are grouped under fixtures and fittings.

To be capitalised, tangible fixed assets should have a purchase price above € 700. Items with
lower value are treated as expenses of the year; however, they are registered in the physical
inventory.

The Agency has signed a usufruct contract for the Building COV2 covering the period 2008-
2023 and a service-level agreement with OIB for the rent of COVE. The rent/usufruct
instalments are paid annually and registered as expenses (not capitalised).

Nevertheless, the works made for the initial fitting out of the building COV2 have been
capitalised over a useful life of 10 years under "other fixtures and fittings".

The variation of the tangible fixed assets in 2019 is detailed as follows (in euros):
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Plantand | Furniture | Computer FIXS:::;" 4| Other PPE
Tangible Fixed Assets Equipment |and vehlcles| hardware Under Total
Fittings 3
leasing

Gross carrying amounts 31.12.2018 (EUR) 2.420,22 30.683,47( 1.226.535,67| 7.147.618,44 0,00{ 8.407.257,80
Additions 6.543,20 633.475,03 174.43520 814.453,43|
Disposals 0,00
Gross carrying amounts 31.12.2019 (EUR) 2.420,22 30.683,47| 1.233.078,87| 7.781.093,47 174.435,20| 9.221.711,23|
Accumulated amortization and -2.420,22 -17.391,47| -1.047.378,67| -5.487.724,43 0,00| -6.554.914,79
impairment 31.12.2018 (EUR)

Depreciation -5.484,00 -106.450,20 -613.430,51 -18.179,20 -743.543,91
Disposals 0,00
Accumulated amortization and

impairment 31.12.2019 (EUR) -2.420,22 -22.875,47| -1.153.828,87| -6.101.154,94 -18.179,20| -7.298.458,70
Net carrying amounts 31.12.2019 (EUR) 0,00 7.808,00 79.250,00| 1.679.938,53 156.256,00| 1.923.252,53

The main movements in tangible fixed assets that call for a comment concemn the categories
“fixtures and fittings” and “Other PPE under leasing”; they are explained as follows.

In 2017, it was decided to invest in the modemisation of the Common Evaluation Platform in
the COVE Building in order to have an increased evaluation capacity and also to better
respond to an increasing number of evaluations done remotely. The investments were
implemented in two phases. Therefore, the Agency signed a first specific convention and
cooperation agreement with the SCIC in 2017 and a second one in 2018 to cover the purchase
and installation of audio-visual equipment. The material corresponding to the second phase
has been delivered and installed in 2019 (€ 633,475.03 under additions).

In 2019, the Agency renewed its fleet of photocopiers. The new equipment, installed in
September, was acquired under a five-year finance lease at the end of which the Agency may
decide to exercise its purchase option.

Current Assets

(3) Current receivable customers (€ 32,724)

At the end of 2019, three recovery orders are not cashed out of wich two are overdue and
reminders have been sent to the debtors concerned.

(4) Deferred charges (€ 2,993,529)

The deferred charges include the part of the usufruct instalment for REA's premises (offices
in COV2) paid in 2019 and related to 2020 (€ 2,812,424) and other prepaid charges
(€ 181,105) mainly related to IT maintenance.

(5) Deferred charges consolidated entities (€ 55,669)

The Agency has prepaid in 2019:

— €44,331 to OIB for waste sorting stations to be delivered in 2020;
— € 11,338 to DG EAC for trainees (period January to February 2020).

The significant decrease compared to last year is mainly due to the fact that the Agency had
prepaid to SCIC in 2018 the delivery and installation of audio-visual equipment for the
second phase of investment on the Common Evaluation Platform.
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(6) Sundry Receivables (€ 66,221)

The sundry receivables relate to salary regularisations or other regularisations linked to the
payroll (€ 69,690) vis-a-vis staff.

(7) Current receivable consolidated entities (€ 457,310)

REA has re-invoiced the rent of the 19th floor for the period from 19/11/2019 to 23/09/2020
to ERCEA. The debit note was sent at the end of the year and will be cashed in 2020.

(8) Accrued income (€ 7,000)

This amount relates to the part of the selection costs incurred by the Agency for the
constitution of a reserve list of candidates which was used by the EPSO for the recruitment of
one member of its staff.

(9) Other non exchange receivables (€ 1,055)

This amount corresponds to debit notes not yet due at 31 december 2019. These debit notes
relate to payroll regularisations with a non consolidated entity and to penalties charged to a
contractor for non compliance with contractual provisions

(10) Cash and cash equivalents (€ 7,131,227)

This balance corresponds exclusively to the cash held on the REA's bank account on
31 December 2019. The bank account is held with ING. REA does not hold any petty cash or
other cash equivalents.

Non Current liabilities

(11) Long-term lease (€ 121,153)

The amount corresponds to the portion of the debt due in more than one year for photocopiers
acquired by the Agency via a financial leasing contract.

Current liabilities

(12) Short-term lease (€ 33,881)

The amount corresponds to the portion of the long-term debt due within one year for
photocopiers acquired by the Agency via a financial leasing contract

(13) Current payables (€ 65,932)

The account includes:

~ outstanding commercial invoices (€ 64,971) with suppliers of goods and services;
— regularisations linked to the payroll and still to be settled with other EU institutions
(€961).

(14) Sundry payables (€ 23,487)

The amount corresponds to parental contributions for nursery and day-care to be reimbursed
to the Commission.
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(15) Accounts payable to consolidated entities (€ 384,439)

The amount corresponds to the 2019 positive budgetary outturn to be reimbursed to DG
Research and Innovation in 2020 after adoption of the final 2019 accounts.

(16) Accrued charges (€ 1,524,914)

Accrued charges are expenses corresponding to goods and services provided to the Agency in
2019 but not invoiced at year end. The pending payment obligations of the Agency (called
RAL — "reste a liquider") have been analysed to estimate the amount of accruals.

The amount relates to:

— goods and services delivered by suppliers in 2019 but not invoiced at year-end
(€ 525,347), like IT consultancy, use of interim staff, IT maintenance, office supplies,
legal support, trainings, mission expenses;

— charges relating to untaken annual leave by staff € 999,567.

(17) Accruals consolidated entities (€ 1,855,581)

Accruals with consolidated entities concern goods and services provided by other EU
institutions in 2019 in the framework of a Service Level Agreement and not yet invoiced as
0f 31.12.2019. The amount is distributed between different services of the Commission:

- OIB: € 1,606,498
- DG HR: € 135,839
— DIGIT: € 53,784
- PMO: € 39,087
- OP: € 200
— EPSO: € 20,173

(18) Differed income consolidated entities (€ 393,672)

The amount corresponds to the rent for the 19™ floor made available to ERCEA and already
invoiced for the period from January to September 2020.

2.5.3. Notes to the Statement of financial performance

Non-exchange revenues
(1) Other non exchange revenue (€ 1,308)

The amount relates to penalties charged to a contractor for non-compliance with certain
contractual provisions.

(2) Subsidy of the Commission (€ 75,297,086)

The Commission's subsidy is equal to the part of the Commission's contribution to the
operating budget, received in 2019 by REA, used to cover the total expenditure of the year
(the payments done during the year as well as the outstanding payment obligations at year-
end — called RAL), reduced by the cancellation of unused amounts carried over from the
previous year (unused RAL from previous year) and the recovery of unduly paid amounts
(other income) and increased by the exchange rate losses (see budget outturn table under
section 3.2).

This method for determining revenue follows the cashed-based accounting principle and
results from the budget outturn.
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Exchange revenues

(3) Fixed assets related revenue (€ 0)

Unlike last year, no goods were transferred to the Agency free of charge by another
institution.

(4) Income with consolidated entities (€ 241,566)

This corresponds to the recovery of unduly paid amounts booked in charges in 2018 and to
the re-invoicing to ERCEA of the rent for the 19" floor for the period from 19/11/2019 to
31/12/2019.

(5) Exchange rate differences (€ 335)

The amount results from exchange gains on payments in foreign currency.

(6) Other operating revenue — miscellaneous (€ 39,734)
The miscellaneous revenues include the re-invoicing of:

e legal costs incurred by the Agency in the context of a legal proceeding against
beneficiaries of a grant (granted on the operational budget),

e recruitment costs,

e amounts unduly paid and booked in charge in 2018

Expenses
(7) Staff expenses (€ 54,295,380)

Compared to last year, staff costs have increased by approximately € 5.4 million (11%)
because the number of positions occupied in 2019 is higher than in 2018 and the cost of
salaries has increased (indexation, seniority progression and reclassifications).

Staff expenses include:

— the gross salaries, allowances, social and pension contributions, an accrual for untaken
holidays and other staff costs € 53,740,969;

— the amount paid to the DG EAC for the trainees employed by the Agency during 2019
(€ 57,145);

— The employer's contribution to the school transport, contribution to staff public transport
passes and other staff perquisites (€ 497,266).

(8) Interest expenses (€ 1,222)

It represents the interest expenses paid in 2019 for the financial leasing of photocopiers.

(9) Administrative and IT expenses (€ 8,644,914)

— € 5,219,702 relate to services provided by consolidated entities (OIB, DG DIGIT, DG HR,
DG BUDG, DG SCIC, PMO, EPSO) in the framework of Service-Level agreements;
— € 3,425,212 relate to services or goods provided by external contractors in the following
fields:
* non IT services such as outsourced ex-post controls, interim staff (€ 880,180);
* material, office supplies, licence fees, maintenance (€ 758,878);
* missions (€ 580,642);
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training (€ 184,786);

IT support (€ 662,131);

Horizon 2020 evaluation platform (€ 153,733);
communication (€ 163,796);

recruitment (€ 26,116);

legal assistance (€ 13,806);

other (€ 1,144).

Compared to 2018, expenses on this item have decreased by approximately €1.1 million
(11%) as a result of a decrease in costs on various items such as:

Interim staff and outsourced ex-post controls (- € 0.41 million)
Material, office supplies, licence fees, maintenance (- € 0.31 million)
Services provided by consolidated entities (- € 0.14 million)

IT support (- € 0.13 million)

(10) Assets related expenses (€ 806,968)

These expenses relate to the depreciation charges of the Agency's tangible and intangible
fixed assets respectively € 743,544 and € 63,424.

Depreciation expenses decreased from 2018 as some equipment is fully depreciated and not
replaced.

(11) Land and Building (€ 12,379,153)

Compared to last year, the building and associated costs have increased by approximately
€ 1.7 million (16%). It is mainly due to an increase in office surface occupied by REA and an
increase of prices of the services provided by OIB (higher unit prices and changes in the
method of calculation of the costs following the Commission's guidance on the charge-back
process for the provision of services to Agencies).

The amount includes the rent/usufruct instalments for REA's premises (offices in COV2 and
the evaluation facility in COVE) and other building charges like maintenance, security and
insurance.

Part of these expenses relate to services provided by consolidated entities in the framework of
Service-Level agreements and represents € 8,554,445,
(12) Exchange rate differences losses. (€ 770)

Exchange rate losses resulting from payments in foreign currency.

2.5.4. Notes to the Cash-flow statement

The purpose of the cash-flow statement is to provide information on the sources and uses of
cash by REA. It is prepared using the indirect method. It presents information about cash
generated from operations and the effects of various changes in the balance sheet on the
Agency's cash position.

(1) Operating activities

Operating activities reflect the cash generated / (used) from regular activities of REA.
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(2) Investing activities

Investing activities reflect the cash generated / (used) from the acquisition and disposal of
intangible and tangible fixed assets.

2.5.5. Contingent assets and liabilities

The Agency has no contingent assets or liabilities to disclose at the end of 2019.

2.5.6. Other significant disclosures

Commitments for future expenditure

Commitments made in 2019 and not yet paid as of 31.12.2019 4,362,405
Future charges related to the REA building 12,101,575
Total 16,463,980

Commitments made in 2019 and not yet paid as of 31.12.2019 correspond to the difference
between open amounts on commitments entered in 2019 (RAL: € 6,790,092) and the
estimated accruals excluding provision for untaken holidays as of 31.12.2019 (€ 2,427,687).
The amount is comparable to 2018.

The total future charges related to the usufruct contract signed with a third party for the
building COV2 amounts to € 12,101,575. The period covered runs until 23.09.2023.

2.5.7. Financial Instruments

Financial instruments comprise cash, current receivables, current payables, amounts due to
and recoverable from consolidated entities. Financial instruments give rise to liquidity, credit,
interest rate and foreign currency risks. Information about how they are managed is set out
below.

The carrying amounts of financial instruments are detailed hereafter (in EUR).

2019 2018
Financial assets
Current receivables 32.724 0
Deferred charges 3.049.198( 3.910.147
Sundry receivables 66.221 91.908
Current receivables 0 0
Current receivables consolidated entities 457.310 0
Other receivables 890 5.999|
Accrued income 7.165 0
Cash and cash equivalent 7.131.227| 6.304.220
Total financial assets 10.744.735| 10.312.275
Financial liabilities
Current payables 64.971 20.725
Current payables to consolidated entities 961 19.515
Sundry payables 23.487 30.097
Payables consolidated ent. 384.439| 275.363
Total financial liabilities 473.859 345.700
Total net position 10.270.877| 9.966.575




Credit risk

The credit risk is the risk of loss due to a debtor's default, when a contracted party fails to
meet its obligations in accordance with the agreed terms.

It should be underlined that differed charges and receivables mainly concern consolidated
entities.

The Commission subsidy is paid in 3 instalments to limit the amount of cash on the bank
account.

The bank was selected via a call for tender and the minimum short term credit rating required
for admission to the tendering procedure is Moody's P-1 or equivalent (S&P: A-1 or Fitch:
F1). The credit ratings of the bank are reviewed on a regular basis.

REA holds a bank account at ING Belgium; risks have been assessed as follows by the
principal rating agencies:

Standard & Poor’s Moody’s Fitch
Short-term rating A-1 P-1 Fl
Long-term rating A+ Aa3 A+

The short term-rating is high grade. The long-term rating established by both Standard & Poor’s and
Fitch is upper-medium grade while it is considered as high grade by Moody’s.

The maximum exposure to credit risk can be summarised as follows:

All receivables |Receivables with| Cash equivalent | Current bank account
with third consolidated
parties and entities
accruals &
deferrals
31.12.2019
Counterparties_with external credit
rating: 0,00 0,00 0,00 7.131.226,80
Prime and high grade 7.131.226,80
Upper medium grade
Lower medium grade
Non-investment grade
Counterparties without extemal credit
rating: 3.156.198,36 457.310,21 0,00 0,00
Debtors who never defaulted 3.156.198,36 457.310,21
Debtors who defaulted in the past
Age of financial assets not impaired Ne'th‘?r pa?t Hue gastdusibubnot Impgired Total
31.12.2019 nor impaired < 1 year 1-5 years > 5 years
Receivables with third parties 3.126.448,36 29.750,00 3.156.198,36
Receivables with consolidated entities 457.310,21 457.310,21
Liquidity risk

Liquidity risk is the possible inability to meet short term obligations, as a result of the
inability to convert its current assets into cash without incurring capital losses.

The Agency mitigates its liquidity risk by monitoring forecasted and actual cash flows. Aging
balances for assets and liabilities are an important source of information.

At the end of 2019, the Agency has a long term lease liability of € 121,153. The short-term
payables are equal to € 473,858 out wich € 384,439 vis-a-vis consolidated entities.



The Agency's bank account may not be overdrawn and the EU budgetary principles ensure
that overall cash resources for a given year are sufficient for the execution of payments.
Foreign currency risk

Currency risk is the risk that the value of operations or investments will be affected by
exchange rate fluctuations. As only very few transactions are in other currency and amounts
are not significant, REA has no foreign currency risk.

2.5.8. Changes in accounting policies

No change in accounting policy was introduced in 2019.

2.5.9. Related party disclosures

The related parties of REA are key management personnel. They are responsible for the
strategic direction and operational management of the Agency and are entrusted with
significant authority to execute their mandate.

; Fyi Number of persons
Highest grade description Grade of this grade
Heads of department and Heads of Unit AD14 6
Director, Heads of department and Heads of Unit AD13 7
Heads of Unit AD12 2

The balance position of the Agency with the key management personnel for its activity period
as autonomous entity during the financial year 2019 is composed of the salary and allowances
as determined for the relevant grade by the Staff Regulations of the Officials of the European
Communities. No specific disclosure requirements are necessary for these transactions in
accordance with the EU accounting rules.

2.5.10. Post balance sheet events

Subsequent events are defined as events which occur between the year-end and the date on
which the accounts are issued. Two types of events can be identified:

— subsequent events relating to an existing situation at year-end; the financial effect need to
be reflected in the annual accounts;

- subsequent events not related to an existing situation at 31 December of the financial year;
no accounting entry is necessary, but the nature of the event, estimate of the financial
effect or indication of impossibility of carrying out the estimate should be mentioned in
the notes to the financial statements if the amount is significant.

During the first half of 2020, the coronavirus outbreak has had huge impacts on the EU
economy. As a non-adjusting event, the outbreak of the coronavirus does not require any
adjustments to the figures reported in these annual accounts. For subsequent reporting
periods, COVID-19 may affect the recognition and measurement of some assets and
liabilities on the balance sheet and also of some revenue and expenses recognised in the
statement of financial performance. However, based on the information available at the date
of signature of these annual accounts, REA does not expect material financial effects due to
the coronavirus outbreak.
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3. REPORTS ON THE IMPLEMENTATION OF THE BUDGET

3.1. Introduction
3.1.1. Budgetary structure

The budgetary accounts are kept in accordance with the Standard Financial Regulation for
executive agencies.

The budget is the instrument which, for each financial year, forecasts and authorises the
revenue and expenditure considered necessary for the implementation of the Agency's
activities.

The budget structure for REA consists only of non-differentiated administrative
appropriations, meaning that the commitment and the payment appropriations are of the same
amount. Non-differentiated appropriations are used to finance operations of an annual nature
(which comply with the principle of annuality).

The appropriations are split into commitment and payment appropriations:

— Commitment appropriations (CA): cover the total cost of the legal obligations entered into
for the current financial year;

— Payment appropriations (PA): cover expenditure arising from commitments entered into in
the current financial year and/or earlier financial years.

The main sources of appropriations are:

— The budget for the current year which corresponds to the initial adopted budget and its
subsequent amending budgets and transfers (fund source C1);

— The non-differentiated payment appropriations carried over from the previous year (fund
source C8).

The 2019 budget is distributed in the following budget titles:

Budget Title 2019 Commitment |Payment Appropriations TOTAL
apprpriations (C1) carried over from 2018
(C8)
Title 1 - Staff expenditure 57.164.395 381.336 57.545.731
Title 2 - Infrastructure and operating expenditure 11.507.435 1.151.816 12.659.251
Title 3 - Programme support expenditure 7.130.255 4.563.036 11.693.291
TOTAL 75.802.085 6.096.189 81.898.274|

Title 1 budget lines are related to staff expenditure:

— Chapter 11: remuneration, allowances and charges for the statutory Staff of the Agency
paid directly to the staff member and included in the salary pay slip as well as expenses for
interim supportive staff and trainees;

— Chapter 12: specific Staff related charges, costs for missions, training courses, medical
service, staff perquisites (e.g. public transport reimbursements) and internal meeting
expenses are incorporated under this chapter. The costs of recruitments and of any change
of personnel incurred by the Agency are also included.

Title 2 budget lines relate to infrastructure and operating expenditure:

— Chapter 21: Building expenditure. The rent is fixed through a usufruct contract signed by
the Agency following a tender procedure launched to the benefit to the European
Commission and its consolidated entities. Charges for the maintenance, cleaning, security,
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heating, etc. of the building, and costs of the fitting out of premises are also included under
this chapter;

— Chapter 22: ICT expenditure. This includes the purchase of equipment, licences, support
for maintenance, specific IT developments and IT services;

— Chapter 23: Movable property and Current Operating expenditure. This chapter covers the
costs of furniture and office supplies for the Agency and its staff and other current
operating expenditure.

Title 3 budget lines relate to programme support expenditure:

— Chapter 31: Programme Management expenditure such as external communication,
information and ICT expenses as well as external audits and missions. This budget chapter
concerns administrative expenditure directly related to the management of operational
activities delegated to the Agency.

— Chapter 32: Common Support Services expenditure, such as building and ICT expenses
for the Common Evaluation Platform and Common Support Services as well as meetings
of experts.

3.1.2. Budgetary principles

The budget of REA has been established in compliance with the principles of unity, budget
accuracy, annuality, equilibrium, unit of account, universality, specification, sound financial
management and transparency as set out in the standard Financial Regulation for the
executive agencies.

Principle of annuality

The appropriations entered in the budget shall be authorised for one financial year which
shall run from 1 January to 31 December, inclusive.

Commitments shall be entered in the accounts on the basis of the legal commitments entered
into up to 31 December.

Payments shall be entered in the accounts for a financial year on the basis of the payments
effected by the Accounting Officer by 31 December of that year at the latest.

Principle of equilibrium

The Agency’s budget revenue and payment appropriations must be in balance.

Commitment appropriations may not exceed the amount of the Community subsidy, plus own
revenue and any other revenue. The Agency may not raise loans.

Principle of unit of account

The budget shall be drawn up and implemented in Euro and the accounts shall be presented in
Euro. However, for cash-flow purposes, the Accounting Officer and, in the case of imprest
accounts, imprest administrators shall be authorised to carry out operations in national
currencies.

Principle of universality

Total revenue shall cover all expenditure. All revenue and expenditure shall be entered in full
without any adjustment against each other.
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Principle of specification

The appropriations in their entirety shall be earmarked for specific purposes by title and
chapter; the chapters shall be further subdivided into articles and items.

The Executive Agency's Director may authorise transfers from one article to another within
each chapter. Transfers between chapters/titles may be authorised by the Agency's Steering
Committee.

Principle of sound financial management

Budget appropriations shall be used in accordance with the principle of sound financial
management, that is to say, in accordance with the principles of economy, efficiency and
effectiveness.

The principle of economy requires that the resources used by the Agency for the pursuit of its
activities shall be made available in due time, in appropriate quantity and quality and at the
best price.

The principle of efficiency is concerned with the best relationship between resources
employed and results achieved.

The principle of effectiveness is concerned with attaining the specific objectives set and
achieving the intended results.

Principle of transparency

The budget shall be drawn up and implemented and the accounts presented in compliance
with the principle of transparency. The budget, as finally adopted, shall be published in die
Official Journal of the European Union and amending budgets shall be published in an
appropriate way within two months of their adoption.

3.1.3. Key data

[ Budget | [€75.802.085
Commitments . ' _ - '
Appropriations 99,95% of the current year's commitment appropriations are implemented

: e ;
(fund source C1) 8,96% of the appropriations are carried forward to 2020

Pisieats 90,99% of the current year's payment appropriations are implemented

95,24% of the payment appropriations carried-over from 2018 are implemented

3.2. Budget Result

The budgetary outturn account was prepared in accordance with the requirements of Article
244 of Commission Regulation (EU, Euratom) No 2018/1046 and in accordance with Article
56 of the Standard Financial Regulation for executive agencies.

The revenue entered in the accounts is the amount actually received during the course of the
year. For the purpose of calculating the budget result for the year, expenditure comprises
payments made against the year's appropriations plus any of the appropriations for that year
that are carried over to the following year. Payments made against the year's appropriations
mean payments that are made by the accounting officer by 31 December of the financial year.
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The following are added to or deducted from the resulting figure:

— the cancellations of payment appropriations carried over from previous years (added),

— the balance of exchange-rate gains (added) and losses (deducted) recorded during the year.

Budget outturn table in EUR

The 2019 budget result amounts to € 384,439.10 and corresponds to:

— €36,094.48: current year commitment appropriations (C1) not used,

2019 2018
REVENUE
Balancing Commission subsidy 75.681.525,01 69.234.850,40
Other income 179.080,15 340.989,60
TOTAL REVENUE (a) 75.860.605,16| 69.575.840,00
EXPENDITURE
Title I:Staff
Payments 56.793.664,22| 51.442.101,99
Appropriations carried over 349.280,74 381.336,18
Title ll: Administrative Expenses
Payments 9.600.326,38 8.690.017,61
Appropriations carried over 1.904.009,13 1.151.816,32
Title IlI: Operating Expenditure
Payments 2.581.908,07 3.332.657,39
Appropriations carried over 4.536.801,98 4.563.036,36
TOTAL EXPENDITURE (b) 75.765.990,52| 69.560.965,85
OUTTURN FOR THE FINANCIAL YEAR (a-h) 94.614,64 14.874,15
Canceliation of unused payment appropriations carried over from previous year 290.259,27 261.144,32
Exchange differences for the year (gain +/loss -) -434,81 -655,81
BALANCE OF THE OUTTURN ACCOUNT FOR THE FINANCIAL YEAR 384.439,10 275.362,66
Commission subsidy 75.297.085,91
Pre-financing remaining open to be reimburse to the Commission in year N+1 384.439,10

€ 58,520.16: miscellancous revenue (recovery orders issued and cashed by the Agency)

not used in the financing of the Agency’s operating budget (out of € 179,080.15),

€ - 434,81: exchange rate losses.

€ 290,259.27: appropriations carried over from 2018 to 2019 (C8) and not used,
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Reconciliation of the 2019 economic result with the 2019 budgetary

Amount of exchange rate differences included in the budgetary result

amount
Economic result (+ for surplus and - for deficit) -548.379)
Adjustment for accrual items (items included in the economic result but not in the budgetary result
Adjustments for Accrued charges and deffered income (reversal previous year) -2.830.440
Adjustments for Accrued charges and deffered income (cut off current year) 3.820.925
Depreciation of intangible and tangible assets 806.968
Recovery Orders issued and not yet cashed -490.034
Payments made from carry over of payment appropriations 5.805.930
Adjustment for deffered charges and accrued income (cut off current year) -3.032.481
Adjustment for deffered charges and accrued income (reversal previous years) 3.904.478
Ajustment for budgetary items (item included in the budgetary result but not in the economic result)
Asset acquisitions (excluding unpaid amounts at year end and including paid amount in N for asets received in N-1) -892.118
New pre-financing received in the year and remaining open at year end (31/12) 384.439
Capital payments on financial leasing for year N -19.402
Payment appropriations carried over to the next year -6.790.092
Cancellation of unused carried over payment approppriations from previous year 290.259
Invoices booked in charge in the previous year but paid in the current year -25.614
total 384.439
Budgetary result including amount of exchange rate differences 384.439
-435

Delta not explained

0

The economic result shown in the Statement of financial performance (point 2.2) differs from
the budgetary result shown in the budget outturn account (point 3.2) because the economic
result is based on accrual accounting principles (revenues and expenses are recorded when
they occur; income is reported in the period it is earned regardless of when it is received and
expenses are reported in the period they are incurred whether they are paid or not) while the
budget result is based on modified cash accounting rules (revenues are recorded in the period
they are cashed and expenses are recorded in the period they are paid, carry-over of
appropriations are also recorded).

The difference between the economic result and the budgetary result can be explained and
reconciled inter alia by the following elements:

The economic result takes into account accrued charges via cut off correction entries.
Expenses related to services provided or goods delivered in the current year but not paid at
31/12/N are charged in the financial year while the budgetary result takes also into account
amounts of invoices received and paid at 31/12/N relating to services still to be provided
or goods still to be delivered in the next financial year.

The movement in provisions linked to the end-of-year estimates following the accrual
based principle (e.g. untaken holidays) only impact the economic result. The budget result
1s not impacted as long as these provisions are not paid.

The economic result only takes into account the depreciation expense of the fixed assets
while the budgetary result takes into account the purchase cost of the fixed asset in the
financial year it is paid.

The economic result comprises al the revenues generated during the financial year even if
entitlements established were not collected. The budgetary result takes into account the
revenue collected from entitlement established in the course of the year and amounts
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collected from entitlements established in previous years. The entitlements established in
the current year but not yet collected are not comprised in the budgetary result.

— The economic result takes into account expenses on carried over appropriations from the
previous year when they are related to services provided or goods delivered in the current
financial year while the budgetary result is not impacted by the payments done on carried
over appropriations from the previous year. On the contrary, the cancellation of unused
appropriations carried over from the previous year increases the budgetary result.

— The economic result does not take into account deferred charges. Expenses that are
prepaid in the current financial year but related to services to be provided in subsequent
years are not charged in the current financial year but in the year to which they relate. The
budgetary result is however impacted when the amount has been paid in the current
financial year.

3.3. Budget Revenue

Income Type of revenue Budget 2019 Entitleme nts Revenue Outstanding at
Budget established received year end
Line
2000|European Commission subsidy 75.802.085 75.681.525 75.681.525 0
4000 revenues accruing from other EU Bodies 457.310 457.310
9000{Miscellaneous revenue p.m. 211.804 179.080 32.724
TOTAL 75.802.085 76.350.639 75.860.605 490.034

In accordance with Article 5 of the Standard Financial regulation for Executive Agencies, the
revenue of the Agency shall comprise the grant awarded by the Commission and any other
revenue, including assigned revenue within the meaning of Article 15 thereof.

The balancing subsidy paid by DG RTD in 2019 amounts to € 75,681,525 out of which:

— €71,394,652 from EU28 appropriations,
- € 1,652,426 from EFTA/EEA appropriations
— € 2,634,447 from third country appropriations

The revenue accruing from other EU Bodies concerns the amount of the rent that REA has re-
invoiced to ERCEA following an agreement between the two agencies. It corresponds to the
surface put at the disposal of ERCEA for the period from 19/11/2019 to 23/09/2020. The
debit note was not yet settled at the end of December.

The miscellaneous revenue relates to the recovery of:

amounts overpaid to the OIB under the SLA for the year 2018: € 177,927

— legal costs incurred by the agency in the context of a legal proceeding against
beneficiaries of a grant granted on the operational budget and recovered from these
beneficiaries: € 29,750

— recovery of amounts overpaid to contractors: € 2,984

— penalties against a contractor: € 1,143

A part of this revenue (€ 32,724) was not cashed at the end of December.
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3.4. Budget Expenditure
3.4.1. Overview 2019 budget and transfers
Initial budget

The REA Steering Committee adopted the 2019 administrative budget on 7 December 2018
for a total amount of € 75,802,085 (EU28: € 71,394,652 + EFTA/EEA contribution:
€ 1,652,426 + third country contribution: € 2,755,007) in line with the draft budget.

Compared to the final budget 2018, the initial budget 2019 is increased with € 6,226,245,
equivalent to 9%. The change stems mainly from increases in title 1 (€ 4,987,555) and in
title 2 (€ 1,763,605) partially compensated by a decrease in title 3 (€ -524,915).

On Title 1, the increase results from a better average occupancy rate compared to 2018, new
recruitments in relation to the 18 newly authorised positions for 2019, the salary indexation,
the impact of reclassifications and career progression linked to seniority and successful
selection in higher function groups.

On Title 2, appropriations are incresead mainly to cover the cost of the 2 additional floors of
office space made available to REA in 2019 and also the indexation of the usufruct
instalments. In addition, this initial budget provides for the charge-back, announced by the
Commission, related to the costs incurred for the development of SUMMA (the new
budgetary accounting system).

On the contrary, expenses on Title 3 are decreasing in 2019 given that the Agency made
significant investments in 2017 and 2018 to renew and replace equipment in the evaluation
platform.

Budget transfers

In August, a transfer of € 5,340 inside chapter 12 was authorised by the Director to cover a
small increase in the number of missions related to the professional and personal
development of staff (budget line 1222) and to allow the purchase of commemorative medals
for the staff in the context of REA's 10" Anniversary celebration (budget line 1231). The
corresponding deduction was made on the budget line 1211 "Specific staff related charges,
support services for the management of staff rights and payroll, charges relating to
recruitment and change of personnel”.

In October 2019, the Steering Committee adopted a first budget transfer of € 1,051,905 (1.4%
of the total budget).

On the one hand, the following budget lines have been reinforced to cover expenses higher
than expected:

B Fi8e
t:‘g:t Description Amount (EUR) Reason
Temporary Agents -
1111 Remuneration, Allowances and + 84,450 Average salaries and indexation higher than estimates.
Charges
Contract Agents - Some recruitments took place earlier than expected.
1121 Remuneration, Allowances and +511,860 Average salaries and indexation were slightly higher than
Charges the estimates.
— y
MISSIO".S [ciateditoitie Increased number of missions related to the Professional
1222  Professional and Personal +4,190
and Personal Development of Staff.
Development of Staff
1224 Mobility and Other Social +10,190 Increased budgetarjy needs for reimbursement to staff of
expenses their costs for public transport.
1231 Representation expenses, 46,700 The costs of REA's 10-years anniversary event were slightly
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Budget

s Descrioti
Line escription
Events and Internal meetings
Rent / Usufruct instalments,
2111 Building Charges and

associated expenses

Meetings of Experts and
3231 associated costs

+34,700

Amount (EUR)

+399,815

Reason

higher than expected.

Expenses related to the SLA with OIB for building
management higher than expected due to an increase in
office surface occupied by REA and an increase of prices of
the services provided by OIB.

Increased budget needs for meetings with expert evaluators

- and associated costs, including beverages and snacks served

. during evaluations.

On the other hand, the following surpluses have been identified enabling to fund the above-
mentioned needs:

Budget |

Line
1132
1211

1221

2211

2221

2311

2321

3111

3112

3121

3122

3211

3221

Description

| Interim supportive agents and Trainees

Specific Staff-related Charges, Support
Services for the management of Staff

Rights and Payroll, Charges relating to
Recruitment and Change of Personnel

Training Courses for the Professional
and Personal Development of Staff
ICT Environment (Infrastructure,
Systems and Services)

Data Processing and application
development and associated
expenditure

Furniture, Materials and Technical
Installations and associated
expenditure

Office Supplies and Other Current
Operating expenditure
Communication, Information,
Publications, Linguistic Services and
Training Courses for the Management
of Programmes and associated
expenses

ICT Infrastructure, Environment and
Systems related to the Programme
Management and associated expenses
External Audits

Missions and Other expenses related to
the Administrative Management of
Programmes

Building Rent / Usufruct instalments,
Building charges and associated
expenses for the Common Support
Services and Evaluation Platform

ICT, Logistics, Acquisition and Provision
of Information, Current Operating
expenditure and associated costs

Amount |

(EUR)
- 65,085

136,585

-2,955

471,835

- 4,385

- 34,200

- 14,900

- 84,590

- 56,630

- 60,535

- 3,245

112,980

- 3,980

Reason

Reduction of the number of interim staff contracted.

Decrease of the budgetary needs for:

e the contribution from REA to the “Centre de la
petite enfance” (CPE),

e the SLA with PMO and

e the reimbursement of costs related to recruitment.

Slight decrease in the budgetary needs for Training.

Following guidance from the central services, DG RTD
covers the development costs for the SUMMA project
(initially budgeted for an amount of EUR 585,000).

This decrease is partially offset by increasing the budget
for replacing obsolete desktop PCs by laptops and
docking stations.

Slight decrease of the overall budget for ICT intra-muros
developers.

Decrease of the budgetary needs for the SLA with OIB for
inventory management and the disposal of office
furniture.

Decrease of the budget for legal assistance, charges and
damages for staff-related legal affairs.

Cancellation of expenses related to video productions.
Decrease in the expenses for promotion materials

Fewer days contracted for an ICT intra-muros developer
of IT tools used in programme management.

Cancelation of one audit from a previous year’s batch of
outsourced external audits and reduction of the budget
initially estimated for this year’s batch.

Decrease of the budget for legal assistance, charges and
damages for programme management related legal
affairs. This is partially offset by an increase of the budget
for missions due to more projects being subject to
intermediary reviews than expected.

Postponement of the installation of security scanners at
the entrance of the building and related expenses with
security guards. Decrease of the budget for the SLA with
OIB for the charges of the building of the evaluation
platform.

Decrease of the budget for photocopiers and for the SLA
with SCIC, partially compensated by additional expenses
for furniture, ICT materials and waste sorting stations.
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In November, a transfer inside chapter 12 was authorised by the Director. The appropriations
on the budget line 1221 "training courses for the professional and personal development of
staff were reduced by € 27,500 as several training actions have been cancelled and postponed
to 2020 allowing the following budget lines to be reinforced:

€ 18,500 on line 1211 "Specific staff related charges, support services for the

management of staff rights and payroll,

charges relating to recruitment and change of

personnel" to cope with unexpected expenses related to travel cost for installation and
move of staff as well as to cover higher expenses related to school buses;

€ 9,000 on line 1224 "Mobility and other social expenses" to cover increased
expenses related to reimbursement for staff of public transport subscription and
complementary assistance to disabled staff members.

In December, the Agency performed a last review of its budget to identify any needs for
adjustment and to optimise the budget execution. The Steering Committee approved,
consequently, on 13 December 2019 a budget transfer of € 225,340.

On the one hand, the following budget lines have been reinforced to cover needs identified by

the end of the year:
Budget s Amount
Line Description (EUR)
Specific Staff-related Charges,
Support Services for the
management of Staff Rights and
1211
Payroll, Charges relating to 47,780
Recruitment and Change of
Personnel
Missions related to the Professional
1222
and Personal Development of Staff 11353
1224 Mobility and Other Social expenses +6,000
2111 Rent / Usufruct msFa/ments, Building +63,880
Charges and associated expenses
Building Rent / Usufruct instalments,
3211 Building charges and associated +145,725

expenses for the Common Support
Services and Evaluation Platform

Reason

Increase of the budgetary needs for the SLA with DG HR.

Increased number of missions related to the Professional
and Personal Development of Staff.

Increased expenses for complementary assistance to
disabled staff members.

Increased expenses related to the SLA with OIB for
building management due to higher unit prices and
changes in the method of calculation of the costs
(following the Commission's guidance on the charge-back
process for the provision of services to Agencies).

On the other hand, the following surpluses have been identified enabling to fund the above-
mentioned needs:

Budget

Line
1111

1121

1132

1221

1231

2211

Description Amount |

(EUR)
Temporary Agents — Remuneration, - 50,040
Allowances and Charges !

Contract Agents — Remuneration,

Allowances and Charges - 3,20
Inte_rlm supportive agents and -13,780
| Trainees

Training Courses for the Professional 18,715
and Personal Development of Staff !
Representation expenses, Events and

. -1,705
Internal meetings
ICT Environment (Infrastructure,
Systems and Services) - 30,995

Reason

Minor adjustments taking into account the staff occupied
until 31/12/2019.

Decreased number of interim staff (in full time equivalent).

Postponement of some training sessions from 2019 to
2020.

Decreased costs of satellite events related with the
celebration of REA's 10t Anniversary.

Downward revision of the amount earmarked for the MoU
with DG DIGIT but partially offset by the anticipated
acquisition of laptops to replace obsolete computers.
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Budget

Line

2311

2321

3111

3121

3221

3231

Description

Furniture, Materials and Technical
Installations and associated
expenditure

Office Supplies and Other Current
Operating expenditure

Communication, Information,
Publications, Linguistic Services and
Training Courses for the
Management of Programmes and
associated expenses

External Audits

ICT, Logistics, Acquisition and
Provision of Information, Current
Operating expenditure and
associated costs

Meetings of Experts and associated
costs

Amount
(EUR)

- 1,900

-3,490

-31,765

-27,495

- 13,605

-26,130

Reason

Reduced expenses related to moves in the SLA with OIB.

Cancelation of the budget earmarked for legal assistance
related to staff matters which is now included in the SLA

with DG HR but partially offset by the increased expenses
with OIB for archiving, courier and printing.

Decreased needs for the acquisition of promotional
material linked to external communication.

Lower cost than earmarked of the batch for new external
audits and cancellation of one batch of audits previously
contracted.

Decreased expenses for the MoU with DG DIGIT for the
Common Support Services and for the SLA with OIB linked
with waste sorting stations but partially offset with an
increased need for printshop services included in the SLA

| with OIB .

Reduced needs for drinks and food served in experts'
meetings.

The initial 2019 budget and the transfers are presented in the table hereafter in EUR.
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3.4.2. Implementation of 2019 commitment and payment appropriations — fund source C1

The budget execution does not call for any particular comment given the high rate of
implementation in both commitment and payment appropriations. Indeed, the overall
implementation rate reaches 99.95% in commitment appropriations (wich is comparable to
2018) and 90.99% in payment appropriations (wich is also comparable to 2018). Only 0.05%
(€ 36,094) of the commitment appropriations remains unused and 8.96% (€ 6,790,092) of the
undifferentiated commitment and payment appropriations are carried forward to 2020 to cover
the payment of services/goods delivered in 2019 but not invoiced at the end of December or
to be delivered early 2020.

As last year, the Agency had to carry forward an amount of € 3,851,020 on the budget line
3211 including the rent (3.4ME€) for the evaluation platform that OIB did not invoice in 2019.

The total budget amounts to € 75,802,085 out of which € 75,765,990 are committed and €
68,975,899 are paid. Appropriations are distributed as follows:

— 75.41% on title 1 "Staff expenditure" (+0.9% compared to 2018);
— 15.18% on title 2 "Infrastructure and operating expenditure" (+1% compared to 2018);
— 9.41% on title 3 "Programme support expenditure" (-1.9% compared to 2018).

As regards title 1, 93.92% of the amount committed covers the remuneration, allowances and
charges of the staff (interim supportive agents and trainees excluded). 182 temporary agents
and 571 contract agents were employed at the end of December 2019 equivalent to 96.7% of
the authorised positions. 4.58% of the committed amount is related to professional
development and social expenditure. The remaining balance concerns the use of
"interimaires" to compensate for long term absences, parental leave and part time work.

With respect to title 2, the building expenditure (rent/usufruct instalments, building charges
and associated costs) and the ICT expenditure (IT equipment and services) represent
respectively 69.78% (+2.4% compared to 2018) and 26.56% (-2.1% compared to 2018) of the
amount committed under this title. The remaining amount concerns movable property and
current operating expenditure. The ratios are stables compared to last year.

As regards title 3, 81.55% of the amount is committed to cover the expenditure related to the
provision of administrative and logistical support services to participants, Commission
services, other agencies and joint undertakings. The expenditure consists mainly in building
expenses and ICT expenses incurred for the provision of Common Support Services and the
management of the Evaluation Platform.

The programme management expenditure represents 18.45% of the amount committed under
this title and relates to communication activities, ICT environment, audits of FP7 beneficiaries
carried out by external contractors and missions carried out as part of the management of
projects subsidised by the Agency.

The detailed budget implementation is provided in the table hereafter.
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3.4.3. Implementation of commitment and payment appropriations carried over from 2018
— Fund source C8

The 2018 appropriations that were carried forward to 2019 (C8 appropriations in 2019)
amount to € 6,096,188.86. Out of this amount € 5,805,929.59, equivalent to 95% (93% in
2018) of the carried over appropriations, are paid and € 290,259.27 are not used and
consequently cancelled.

The implementation rate of C8 appropriations carried over has improved with a further 2% in
2019 compared to 2018. The reinforced monitoring put in place since 2017 has helped to
reduce the rate of cancelled appropriations from 22% in 2016 to 5% in 2019.

On title 1 "Staff expenditure", the unused appropriations carried over represent € 34,997.49
(9% of the appropriations carried over on this title). It stems mainly from an under
implementation on the budget lines 1132"Interim supportive agents and trainees" and 1231
"Representation expenses, events and internal meetings".

As regards line 1132, not all the appropriations carried forward have been used because the
days actually worked by interim support staff and invoiced are less than the number of
working days originally ordered.

As regards line 1231, the contract signed end of 2018 has been amended beginning of 2019 to
partially reduce the use of additional services not provided for in the supplier's standard
service catalogue.

The cancellation of appropriations on the title 2 "Infrastructure and operating expenditure”
represents 11% of the total carried over amount and equals € 125,600. In chapter 21 “Building
expenditure”, the under-execution is essentially the result of a combination of 2 factors. The
actual costs re-invoiced by the building owner for the common expenses are lower than
estimated and some security services have been reduced or eliminated compared to the
original planning.

With regard to chapter 22 “ICT expenditure”, not all the appropriations carried over were
used due to the fact that the maximum amount provided for in the contract for moves of ICT
material has not been used as some moves have not been implemented. Some working days
foreseen for certain IT contracts could not be delivered.

Concerning chapter 23, the under implementation mainly concerns the legal assistance
services. In some cases, the legal procedures take more than two years and are still ongoing,
therefore part of the services covered by the contracts could not be fully invoiced by the end
0f2019.

On title 3 "Programme support expenditure”, the unused carried over appropriations amount
to € 129,661.57 (2.8% of the appropriations carried over on this title). The cancellation of
appropriations mainly concerns the following budget lines:

e 3121 "external audit expenditure": € 34,558.69 have not been used due to delays of the
contractor in closing audits and due to a reduction of payments as a result of imposing
liquidated damages.

e 3122 “Missions and Other expenses related to the Administrative Management of
Programmes”: € 40,757.63 were not used because part of the services included in
some contracts for legal assistance could not be invoiced as the procedure is not yet
finalised and because the actual cost incurred for some missions is lower than
estimated.

e 3211 “Building Rent/Usufruct, building charges and associated expenses™ the
€37,347.67 left are due to an invoice lower than forecasted for water, gas and
electricity.
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The detailed budget implementation is provided in the table hereafter.

Budget Execution of C8 Appropriations as of 3

2/2019 in EUR

Appropriations

Implemented Payment

Cancellation unused
appropriations (carried over

Chapters, Offiolal Name of the Expenditure Budget Lines 2019 (C8) {(carried appropriations from 2018)
Artloles and over from 2018)
Items value | % value | %
A B C=B/A D=AB E = DIA
TOTAL EXPENDITURE 6.096.188,86 5.805.929,59 95,2% 290,259,27 4,8%
Title 1 STAFF EXPENDITURE 381.336,18 346.338,69 90,8% 34,997,49 9,2%
Chapter [11 _[Remunerations, Allowances and Charges 153.882,90 143.372,04 93,2%) 10.510,86 6,8%
Article 111 [Staff oooupying an employment in the establishment plan 0,00 0,00 - 0,00 -
tem 1111 | Temporary Agents - Remuneration, Allow ances and Charges 0,00 0,00 - 0,00 -
Article 112 |Contract Agents 0,00 0,00 - 0,00 -
ftem 1121 | Contract Agents - Remuneralion, Allow ances and Charges 0,00 0,00 - 0.,00| -
Article 113 |Other Staff Remunerations, Allowances and Charges 153.882,90 143.372,04 93,2% 10.510,86 €,8%
flem 1131 | Seconded Nalional Experts - Allow ances and Charges p.m p.m - p.m. -
ftem 1132 |interim supportive agents and Trainees 153.882,90 143.372,04 93.2% 10.510,86 6,8%
Chapter |12 |Professional Development and Social expenditure 227.453,28| 202.966,65 89,2%| 24.486,63 10,8%
Specific Staff-related Charges, Support Services for the management of
Article 121 |staff Rights and Payroll, Charges relating to Re cruitment and Change of 32.410,98 31.912,52 98,5%) 498,44 1,6%
Personnel
Specific Slaff-related Charges, Support Services for the management of Staff Righls
2.410, 912, 98,5% 498,44 1,5%
ftem 2t and Payroll, Charges relaling to Recruitment and Change of Personnel 32:410,9 S1912:52 i g h
Article 122 |Professional and Personal Development and Social expenses for Staff 125,639,45 115.128,28 91,6% 10.511,17 8,4%
liem 1221 | Training Courses for the Professional and Personal Development of Staff 79.818,38 76.623,67 96,0% 3.194,71 4,0%
em 1222 |Missions related to the Professional and Personal Development of Staff 3.067,44 783,38 25,5% 2.284,06 74.5%
ftem 1223 |Medical Service 35.433,83 33.392,30 94,2% 2.041,53 5,8%
tem 1224 |Mobility and Other Social expenses 7.319,80 4.328,93 59,1% 2.990,87 40,9%
Article 123 |Representation expenses, Events and Internal meetings 69.402,87 55.925,85 80,6%| 13.477,02 19,4%)
tem 1231 |Representalion expenses, Events and Internal meetings 69.402,87 55.925,85 80,6% 13.477,02 19,4%
Tite 2 INFRASTRUCTURE AND OPERATING EXPENDITURE | 1.151.816,32] 1.026,216,11 89,1% 125.600,21 10,9%
Chapter [21 [Building expenditure 594.490,11 541.878,31 91,2%| 52.611,80 8,8%)|
Article 211 |Rent/ Usufruct instalments and Building Charges 594.490,11 541.878,31 91,2%| 52.811,80 8,8%
ltem 2111 |Rent / Usufruct instalments, Building Charges and associated expenses 594.490,11 541.878,31 91.2% 52.611,80 8,8%
Chapter |22 |ICT expenditure 394.839,25 351.431,66 89,0%)| 43.407,59 11,0%{
Article 221 |ICT Environment 184,570,956 169.319,53 86,3% 25.261,42 13,7%|
ttem 2211 |ICT Environment (Infraslructure, Syslerrs and Services) 184.570,95 159.319,53 86,3% 25.251,42 13.7%
Article 222 |Data Processing and application development 210.268,30 192.112,13 91,4% 18.156,17 8,6%)
ttern 2221 |Data Processing and application development and associated expenditure 210.268,30 192.112,13 91,4% 18.156,17 8,6%
Chapter |23 |Movable property and Current Operating expenditure 162.486,96| 132.906,14 81,8%! 29,580,82] 18,2%
Article 231 |Furniture, Materials and Technical installations 117,386,96' 92.525,80 78,8% 24,861,186 21,2%
ttem 2311 |Furniture, Malerials and Technical Inslallations and associated expenditure 117.386,96 92.525,80 78,8% 24.861,16 21,2%
Article 232 |Current Operating expenditure 45.100,00 40.380,34 89,5% 4,719,668 10,5%
tem 2321 |Office Supplies and Other Current Operaling expendilure 45.100,00 40.380,34 89,5% 4.719,66 10,5%
Title 3 PROGRAMME SUPPORT EXPENDITURE 4.563.036,36 4.433.374,79 97,2% 129,661,57 2,8%
Chapter [31 |[Programme Management expenditure 582.617,68 499.363,02 85,7%| 83.254,66 14,3%)
Article 311 Communication, Information and ICT expenditure related to the 278.190,95 270.252,61 97.1% 7.938,34 2,9%
Manage ment of Delegated Programmes
Hem 3111 Comrmunication, information, Publications, Llngu!stlc Services and Training Caurses 56.653,92 52.387.50 92.5% 4.266,42 7.5%
for the Managemenl of Programmes and associated expenses
ttemn 3112 ICT Infraslr.ucture, Environment and Systems related to the Programme Management 221537,03 217.865.11 98,3% 3671.92 17%
and associated expenses
Article 112 External Audits, Missions and Other expenses related to the Management 304.426,73 229.110,41 75,3% 75.316,32 24,7%
of Delegated Programmes
Hem 3121 | External Audits 148.171,00 113.612,31 76,7% 34,558,869 23,3%
ftem 3122 Missions and Other expenses related to the Administrative Management of 156.255,73 115.498.10 73,9% 40.757,63 26.1%
Programmes
Chapter |32 [Common Support Services expenditure 3.980.418,68 3.934.011,77 98,8%| 46.406,91 1,2%|
Article 321 |[Common Support Services and Evaluation Platform - Building expenditure 3.717.8%4,41 3.680.546,74 99,0%,| 37.347,67 1,0%
tem 211 Building Rent / Usufruct ingtalments, Buildinvg charges and associated expenses for 3.717.894.41 3.680.546,74 99,0% 37.347.67 1,0%
the Comrmon Support Services and Evaluation Platform
Article 322 Commorr Support Services :nd.EViluatlon f‘l:tl’arm ~ICT, Logistics, 221,648,33 219.154,63 98,9% 2.493,70 11%
Information and Current Operating e xpenditure
fem 3221 ICT, Log-shps, Acaquisition and Provision of Information, Current Operating expendilure 221.648,33 219.154.63 98.9% 249370 1.1%
and associaled cosls
Article 323 |Meetings of Experts 40.875,94 34.310,40 83,9% 6.565,54 16,1%!
tem 3231 |Meetings of Experts and associated costs 40.875,94 34.310,40 83,9% 6.565,54 16,1%
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3.5. REA staffing

The number of occupied posts increased from 736 at the end of 2018 to 753 at the end of 2019
(+2%) corresponding to 7 additional temporary agents (including seconded officials) and 10
contractual agents.

The average occupancy rate of the staff plan increased from 93% in 2018 to 96% in 2019.

ESTABLISHMENT PLAN

All Seconded Officials and Temporary Agents
2018 2019
Function Group and Category 2018 Filled in as of 2019 Filled in as of
31/12/2018 31/12/2019
AD16
AD15
AD14 8 5 9 6
AD13 11 10 11 9
AD12 12 6 11 9
AD11 11 7 13 8
AD10 16 7 14 10
AD9 25 36 36 34
AD8 28 32 29 36
AD?7 32 29 24 27
AD6 28 24 27 28
AD5 8 2
TOTAL AD 171 164 174 169
AST11
AST10 1
AST9 3 1 4 2
AST8 3 1 3 1
ASTT 2 1 1 4
AST6 5 5
ASTS 3
AST4
AST3
AST2
AST1
TOTAL AST 8 11 8 13
GRAND TOTAL (AD+AST) 179 175 182 182
STAFF PLAN (EQUIVALENT ALLOWANCE OF POSTS IN APPROPRIATIONS)
Only Contract Agents
2018 2019
Function Group 2018 Filled in as of 2019 Filled in as of
31/12/2018 31/12/2019
FG IV 239 212 247 225
FG Il 228 186 224 205
FG Il 112 147 123 135
FG ! 3 6 3 6
TOTAL 582 561 597 571
Of which:
Financed from the contributions from the EU general budgst: 551 551 563 563
Financed from "appropriations accruing from contributions from
(non-European Economic Area) Lhird parties to research and 31 10 34 8
technological development (2014 to 2020)":
ALL STAFF PLAN
ALL AGENTS (except Interim Staff)
2018 2019
2018 Fitled in as of 2019 Filled in as of
31/1212018 31/12/2019
Temporary Agents including Officials 179 175 182 182
Contract Agents 582 561 597 571
GRAND TOTAL 761 736 779 753
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3.6. Glossary and

Abbreviations

Term

Definition

ABAC

Name given to the Commission’s accounting system which, since 2005, has
been enriched by accrual accounting rules. Apart from the cash-based
budgetary accounts, the Commission produces accrual- based accounts which
recognise revenue when earned, rather than when collected. Expenses are
recognised when incurred rather than when paid. This contrasts with cash
basis budgetary accounting that recognises transactions and other events only
when cash is received or paid.

Accounting

The act of recording and reporting financial transactions, including the
creation of the transaction, its recognition, processing, and summarisation in
the financial statements.

Administrative
appropriations

Administrative appropriations cover the running costs of the Institutions and
entities (staff, buildings, office equipment).

Adjustment

Amending budget or transfer of funds from one budget item to another

Adopted budget

The adopted budget approved by the REA Steering Committee (in line with
the budget on the budget line in the general EU budget covering the subsidy
to the Agency, as approved by the Budgetary Authority).

Cf. Budget.

Agencics

EU bodies having a distinct legal personality, and to whom budget
implementing powers may be delegated under strict conditions. They are
subject to a distinct discharge from the discharge authority.

Amending budget

Decision adopted during the budget year to amend (increase, decrease,
transfer) aspects of the adopted budget of that year.

Annuality

The budgetary principle according to which expenditure and revenue is
programmed and authorised for one year, starting on 1 January and ending on
31 December.

Appropriations

The budget forecasts both commitments (legal pledges to provide finance,
provided that certain conditions are fulfilled) and payments (cash or bank
transfers to the beneficiaries). Appropriations for commitments and payments
often differ — differentiated appropriations — because multiannual programmes
and projects are usually fully committed in the year they are decided and are
paid over the years as the implementation of the programme and project
progresses. Non-differentiated appropriations apply to administrative
expenditure, for agricultural market support and direct payments for which
commitment appropriations equal payment appropriations.

Assigned revenue
External/Internal

Dedicated revenue received to finance specific items of expenditure. Main
sources of external assigned revenue are financial contributions from third
countries to programmes financed by the Union.

Main sources of internal assigned revenue is revenue from third parties in
respect of goods, services or work supplied at their request or revenue arising
from the repayment of amounts wrongly paid and revenue from the sale of
publications and films, including those on an electronic medium.

The complete list of items constituting assigned revenue is given in Article
21(2) of the Financial Regulation.

Authorizing Officer
(AO)

The AO is responsible in each institution for authorising revenue and
expenditure operations in accordance with the principles of sound financial
management and for ensuring that the requirements of legality and regularity
are complied with.
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Term

Definition

Budget

Annual financial plan, drawn up according to budgetary principles, that
provides forecasts and authorises, for each financial year, an estimate of
future costs and revenue and expenditures and their detailed description and
justification, the latter included in budgetary remarks.

Budget result

The difference between income received and amounts paid, including
adjustments for carry-overs, cancellations and exchange rate differences. The
resulting amount will have to be reimbursed to the funding authority as
provided in the Financial Regulation for Agencies.

Budget
implementation

Consumption of the budget through expenditure and revenue operations.

Budget item / Budget
line / Budget position

As far as the budget structure is concerned, revenue and expenditure are
shown in the budget in accordance with a binding nomenclature which
reflects the nature and purpose of each item, as imposed by the budgetary
authority. The individual headings (title, chapter, article or item) provide a
formal description of the nomenclature.

Budgetary authority |Institutions with decisional powers on budgetary matters: the European
Parliament and the Council of Ministers

Budgetary A budgetary commitment is a reservation of appropriations to cover for

commitment subsequent expenses.

Cancellation of

Unused appropriations that may no longer be used.

appropriations

Carryover of Exception to the principle of annuality in so far as appropriations that could

appropriations not be used in a given budget year may, under strict conditions, be
exceptionally carried over for use during the following year.

Commitment Commitment appropriations cover the total cost of legal obligations

appropriations (contracts, grant agreements/decisions) that could be signed in the current

financial year. Article 7 FR: Commitment appropriations cover the total cost
in the current financial year of legal obligations (contracts, grant
agreements/decisions) entered into for operations extending over more than
one year.

De-commitment

Cancellation of a reservation of appropriations

Differentiated
appropriations

Differentiated appropriations are used to finance multiannual operations; they
cover, for the current financial year, the total cost of the legal obligations
entered into for operations whose implementation extends over more than one
financial year. Art. 7 FR: Differentiated appropriations are entered for
multiannual operations. They consist of commitment appropriations and
payment appropriations.

Earmarked revenue

Revenue earmarked for a specific purpose, such as income from foundations,
subsidies, gifts and bequests, including the earmarked revenue specific to
each institution. (Cf. Assigned revenue)

Economic result

Impact on the balance sheet of expenditure and revenue based on accrual
accounting rules.

Entitlements Entitlements are recovery orders that the European Union must establish for

cstablished collecting income.

Exchange rate The difference resulting from currency exchange rates applied to the

difference transactions concerning countries outside the euro area, or from the
revaluation of assets and liabilities in foreign currency at the closure.

Expenditure Term used to describe spending the budget from all types of funds sources.

Financial Regulation
(FR)

Adopted through the ordinary legislative procedure after consulting the
European Court of Auditors, this regulation lays down the rules for the
establishment and implementation of the general budget of the European
Union (OJ L 298, 26.10.2012, p.1)
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Term Definition

Funds Source Type of appropriations (e.g.: C1, C8,...)

Grants Direct financial contributions, by way of donation, from the budget in order to
finance either an action intended to help achieve an objective that is part of an
EU policy or the functioning of a body which pursues an aim of general
European interest or has an objective forming part of an EU policy.

Implementation Cf. Budget implementation

Income Cf. Revenue

Legal base (basic act)| The legal base is, as a general rule, a law based on an article in the Treaty

giving competence to the Community for a specific policy area and setting out
the conditions for fulfilling that competence including budget implementation.
Certain Treaty articles authorise the Commission to undertake certain actions,
which imply spending, without there being a further legal act.

Legal commitment

A legal commitment establishes a legal obligation towards third parties.

Non-differentiated

Non-differentiated appropriations are for operations of an annual nature.

appropriations (Article 10 FR). Non-differentiated appropriations apply to administrative
expenditure.

Operational Operational appropriations finance the different policies, mainly in the form

appropriations of grants or procurement.

Outstanding Legal commitments having not fully given rise to liquidation by payments.

commitment Cf. RAL

Outturn Cf. Budgetary result

Payment A payment is a cash disbursement to honour legal obligations.

Payment Payment appropriations cover expenditure due in the current year, arising

appropriations from legal commitments entered in the current year and/or earlier years
(Article 7 FR).

RAL Sum of outstanding commitments. Outstanding commitments (or RAL, from
the French ‘reste a liguider') are defined as the amount of appropriations
committed that have not yet been paid. They stem directly from the existence
of multiannual programmes and the dissociation between commitment and
payment appropriations. (Cf. Qutstanding commitments)

Recovery The recovery order is the procedure by which the Authorising officer (AO)
registers an entitlement for the Commission in order to retrieve the amount
which is due. The entitlement is the right that the Commission has to claim
the sum which is due by a debtor, usually a beneficiary.

Result Cf. Outturn

Revenue Term used to describe income from all sources financing the budget.

Rules of application

Detailed rules for the implementation of the financial regulation. They are set
out in a Commission regulation adopted after consulting all institutions and
cannot alter the financial regulation upon which they depend.

Surplus Positive difference between revenue and expenditure (see budgetary result)
which has to be returned to the funding authority as provided in the Financial
Regulation.

Transfer Transfers between budget lines imply the relocation of appropriations from

one budget line to another, in the course of the financial year, and thereby
they constitute an exception to the budgetary principle of specification. They
are, however, expressly authorised by the Treaty on the Functioning of the
European Union under the conditions laid down in the Financial Regulation.
The FR identifies different types of transfers depending on whether they are
between or within budget titles, chapters, articles or headings and require
different levels of authorisation.
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