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CoM, why?

m You need a Certificate on the Financial Statements (CFS) to be submitted
for each interim payment exceeding EUR 375.000 when cumulated with

When all previous payments for which a Certificate on the Financial

working for Statements has not been submitted (except if the project duration is less

FP7 than two years; in that case, only at the end).

m This procedure can be simplified using the Certification on the
Methodology (CoM)

According to
the
Commission,
CoM has
advantages
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The starting point

http://cordis.europa.eu/fp7/find-doc_en.html

Guidance documents:

» Short guideline on proposal submission and negotiation with third country participants [PDF]
» Practical Guide to EU funding opportunities for Research and Innovation [POF]
» Flat rates subsistence [PDF]
» ki on FP7 Periodic Report and MEF (Forms C on-line tool for Information Society and Media DG projects [HTML]
m Presentation of FORCE (Forms © on-line tool for Research DG projects) [PDF]
n Amendments Guide for FP? Srant Agreerments [PDF] Version: 2005-05-05
ﬁ » Guidance notes for beneficiaries and auditors on certificates issued by external auditors [FDF] Yersion: 2009-09-03
Guide for beneficiaries [PDF] Version: 2008-03-11
Guide to Financial Issues [PODF] Wersion 2: 2009-04-02

® Guide to IPR [FDF] Wersion 2 2009-02-13 (the main changes to the first wersion appear in blue)
w Theclklict for the Tancnrtinm Anreement TPOFT Yercinne ZNNT7-NA-7R

- o
COMMISSION

——

—
SEVENTH FRAMEWORK
PROGRAMME

CERTIFICATES ISSUED BY EXTERNAL AUDITORS

GUIDANCE NOTES FOR BENEFICIARIES AND AUDITORS

MATERIALS PREPARED BY
THE WORKING GROUP ON CERTIFICATE ON THE METHODOLOGY UNDER FP7:
DG RESEARCH
DG INFORMATION SOCIETY AND MEDIA
DG ENERGY AND TRANSPORT
DG ENTERPRISE AND INDUSTRY
DG BUDGET

'VERSION 3 SEPTEMBER 2009

ftp://ftp.cordis.europa.eu/pub/fp7/docs/guidelines-audit-certification_en.pdf
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But there is more documentation

Lots of documents on the Internet (check Google):

SwissCore Seminar
Brussels, 20 November 2008

CERTIFICATION MODALITIES IN FP?7

Elisaveta DIMITROVA, Valérie LORENZO ROMANI
DG Research - Unit A5

1 SRR
Py

http://www.swisscore.org/sitecollectiondocuments/sc_sem_2008_romani_dimitrova.pdf
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Do | meet the criteria?
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Procedure

Request to the

EC

Submission of

the Certificate

m Beneficiaries who consider to meet the criteria may send a request to
the EC, at any time during the lifetime of FP7

m Acceptance/rejection of the request by the EC within 30 calendar days
(possible extension of time-limit).

m The CoM is an independent report of factual findings, produced by an
external auditor, based on statements made by the beneficiary.

m As foreseen in the Grant Agreement (Annex VIl to the Grant Agreement,
Form E).

m Acceptance/rejection of the certificate by the EC within 60 calendar days
(possible extension of time-limit)

m A motivated decision will be communicated to the beneficiary. The
beneficiary will be invited to submit another Certificate on the
Methodology which is compliant with the requirements of the
Commission.
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Costs

| m The costs for a Certificate on the Methodology for personnel and indirect
. costs will be eligible once the CoM is approved.

m The costs for rejected certificates will not be eligible.
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To take into account

A
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Statements to be made by the beneficiary

TELEFONICA 1+D

Statement to be made by Beneficiary

Procedore to be carried out by the Anditor & factual
findingss

The methodology descrbad below has been in
use since o]

The next planped alteration to the methodolozy
used by the Beneficiary will be from [dane|

Procedare:

The Auditor has inspected records and documents which
support the date given by the Benaficiary.

Finding:

The dates given by the Bepsficiary are comsistent with
the memazement information provided by the
Bareficiary

Statement to be made by Beneficiary

Procedure to be carried out by the Anditer & factaal
findinz=:

Personnel

1. Tims recordipg ewists, with authorisaton,
which emables all personnsl bours o be
allcated to project work, management and
admimistmative time, holidays, e,

The tme recording enablas the fme of
smplpyvess working on paltnle projects to ba
aliocated to those projects. amd imcludas a
check fo pravent doubls charzing of titne

"Productive hour:’ mspresept the (average)
mmber of bours made available by the
amployes M a Year r the dedwction of
holiday, sick leave and other entiflements. This
calculatton  shodd bPe provided by the
Bepefictary, basad oo the  periodis)
comresponding w the Financial Statement (5] or
o the last closed Anancial year (whickewer i3
nsed by the beneficiary

Procedare:

For 10 smployesy selacted at random, the Awnditar
checked:

That the =mpioyes had recorded mapagemsm: apd
admipismatve fasks separately from project fme;

That ac methomsation check emists which checks, mter
alia, double-charpine of time;

Finding:

For the ttemps checked the fime recording includes
separatior of tme as  specified abowe, aod an
auiborsation including a check for double charging of
tma.

For tive most recent fall calendar yaar:

The averaza productvs hours fac the 10 swplovess was

The average productve hours par employves for the
przanizaton as & whole, a3 recorded by the Bensdiciany's
tm-records was
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Main challenges

EC mayor concern: full time recording per person is required. This is a time-sheet
example fulfilling the requirements for the Certification of the Methodology.
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Statements to be made by the beneficiary

Statement to be made by Beneficiary

Procedare to be carried out by the Auditor & factmal
findingy

| Personnel

2. Persomnel costs of the employess ocly
izclude standard salamiss, smployers costs, et
and no special conditions ewist for emplovess
oo EC projects, umless they are explicitly
faresesn in the Gract Agreement

Procedure:

The Anditor reconciled the persopnel costs used in the
and accounting records

Finding:

The amounts used in the costs calculation amd these in
the accoumiing records wers the same

The costs consisted of shndard salares apd s@tmiory
amployers' costs, and did pet mclode borouses acd
confimuaton was obtaiped from the Beneficiary that no
special conditions extst for employeas oo EC projects.
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Statements to be made by the beneficiary

TELEFONICA 1+D

Statement to be made by Beneficiary

Frocedore to be carried omt by the Andifor &
factual findings

Perzonnel

3. Hourly rates are correctly calcalated using ons
of the followng pessibilitas [choose cog)

Acmal persopnel  costs e pETSan
dovided by actual productive hours per
DETIon;
Al persopmel  costs per peTson
dovided by average’ suondard productive
honrs;
Average persomnzl costs per persan
divided by everage’ sandend productive
biours.

Faor the average costing approach, the Bapeficiary
should state

How employses are  grouped oio
categomies (how many categories, noder
wiiat critesia);

The pay range in each category from
lowest to highest, average and mediar;
The wupper and lower percentags
variation within each category from the
AveTaZe:

The upper amd lower percentage
vamation for prodactive hours from the
averape (if known};

A list of averaze tatas charged in sach
category  for  the pror years (an
indication cnly, of the expectad range of
rates far the period of the agresmant].

Proceduore:
The Auditor reviewed the caloulation amd confirmed
that hourly rates ame caloulated as specifisd by the
Beneficiary
Where average costs ame charged the  Anditor
compared  the  followmgz information with  the
accounting system of the Beceficiany:
= The oumber of catzgonss;
=« The pay range, median and averaze of each
Catezory,
= The upper and [ower percenfage vamation
from the averaze (denominator is the average);
= The upper aod lowsr percentaze vamatea for
produciive hours from the average (if kpown);
= A list of average 1ates charged mm each
catezory for the prior years (am indicaton
paly, of the axpected rapge of ranes for the
peried of the agreement).
The Auvditor maltplisd the average mte for =ach
category by the total produactive hours for each category
for the pemod of the Financial Statement(s) or to the
last closed fipancial year (whichever is usad by the
eneliciany) acd reconciled the result to the accountng
reconds (chargeable' personnel costs)

Finding:

Mo differecces arose from the companisecas Lsted
abowe,

The result of the above recomputation (“chargeable'
personmel costs) io all cases did oot exceed the acmal
cpsts as reconded in the accounting records
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Statements to be made by the beneficiary

TELEFONICA 1+D

Statement to be made by Beneficiary

Procedure to be carried out by the Andifor & factaal
findinzs

Orverheads’ Indirect costs

2. The Bepeficiary confirms the fallowing

Indirect costs ocly mchude those costs which
canoet be allocated to specific projects and
suppert the fimctioning of the orgzanisation as a
whola.

The indirect costs do oot include costs which
relate exchusively fo non-rasearch parts of the
organisation

If the orgacisation casmes out activities odher
than research e p. macufactumng, edacation
atc], thesa indirsct costs are imosparently
separated via cost accounting and de not form
part of the claim

Proceduare:

The Auditor ebizined the caloulation of heurly overhead
rates (indirect costs), incloding a detadled breakdowa of
e indirect costs to be allocated to research activity;

Finding:

This breskdewn did not confain costs relatng to diect
project activity, sach as the cost of research personnel,
project consumables and expenses;

This breakdewn de=: oot confain costs relading o
educaton or mamufacimag, of other non-research
activities of the Beraficiary;

The breakdown of indirect costs used to calcalate
overbead rares was reconciled to the accounfing records,
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Main challenges
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Statements to be made by the beneficiary

TELEFONICA 1+D

Statement fo be made by Beneficiary

Frocedure to be carried out by the Andifor & factual
findings

Orverheads' Indirect costs

5. The accounbpg system provides for fally
traceatle elimination of

2) idemtifiable mdirect faxes incloding valwe
added tax,

i} duizes,

) lmrarest owad,

d} prowizsioms for possible fumore losses oo
charzes,

2] exchange losses, cost related o Temim oo
capiial,

f) costs declared or lnoumed, or rimurssd o
respect of anpther Commumity project,

7} debt and debt service charges, excessive oI
reckless expendifures

With regard to excessive  or  reckless
enpendihire, the Beoeficiary coofimms that
prrchases are made acconding to the prnciples
of best value for mooey (best prmce-quality
ratie), ftansparency and equal Teatment
between Compnmity funded graot agresment
and amy other agresment or conventioa that the
Beneficiary may have

Where the Beneficiary is allocadoe shared
costs, they should provide a list of allocation
metheds wsed (usage recerds, fleor space.
aciivify-based-costng, headcouant, e

Procedure:

The Anditor inspected the accounting records and chart
of accoumts.

The Anditor reviewed the breakdown provided by the
Baneficiary in ordsr fo check that the melizible items
spacified were elimdnated:

The Anditor alzo checked (if necessary alse via a written
declaraton’ represeptation of the Beneficiary) that mo
implicit interest was included, e.g., by fpance leasing or
other credii amanzements.

Finding:

The Auditer was able to obfain confirmation that o
implicit inferest was included. and did oot find costs
which explicitly relate fo any of the tems specified.

Faor each allocaton method used by the Beneficiary, the
Anditr reconciled the amount to ke allocated to the
accoanting records, and reconciled the allocation basis to
the relevant mapagement accoumting mformation (usage
reconds, floor space, activify-based-costing, headooums,
atc)

Ouly the types of excessive and reckless expenditure
listed im the Commission's guidamce should be
considered, the Audifor i3 mot reguired o exercise
professional judgement or provide assuramce o fhis
matier.
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Main challenges
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Statements to be made by the beneficiary

Statement to be made by Beneficiary

Procedure to be carried out by the Andifor & factual
finding:

Owerheads' Indirect costs

7. Allocation of mdirect costs 1o the project is
via

- a percentage of personnel costs;
- & fixed persoonel howurly rate;

- mmother cost driver to be specified by the
Baneficiary

Procedure:

The Auditor checked that the allocatzon of indirect costs
to the project corresponds with the methodology
specified by the Beneficiany,

Finding:

The allpcation of indirect costs to the project comesponds
with the methodalogy specifisd by the Bensficiary,
Where percentages are used the Auditer found that, the
'thargeable” personnel costs (definad above) muliiplisd
by the overhead percectage does oot excesd the total
indirect costs to be allscated defined above;

Where a fixad hourly rate is usad the productive hours
fizures used to disimate mdirect costs and persoons|
were found to be the same.

Where another cost driver oot based oo perseanal is wsed,
tie Aunditor foand that the result of itz application dees
not excesd the total amoumt of indirect costs to be
allocated.
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CoM, summarizing
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