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INTRODUCTION

1. The Office of the Body of European Regulators for Electronic
Communications, hereinafter “the Office”, which is located in Riga, was
established by Regulation (EC) No 1211/2009 of the European Parliament and
of the Council'. The Office’s main task is to provide professional and
administrative support services to the Body of European Regulators for
Electronic Communications (BEREC) and, under the guidance of the Board of
Regulators, to collect and analyse information on electronic communications
and to disseminate among National Regulatory Authorities regulatory best
practices such as common approaches, methodologies or guidelines on the

implementation of the EU regulatory framework 2.

INFORMATION IN SUPPORT OF THE STATEMENT OF ASSURANCE

2. The audit approach taken by the Court comprises analytical audit .
proceddres, direct testing of transactions and an assessment of key controls of
the Office’s supervisory and control systems. This is supplemented by evidence
provided by the work of other auditors (where relevant) and an analysis of

management representations.

STATEMENT OF ASSURANCE

3. Pursuant to the provisions of Article 287 of the Treaty c)n the Functioning of
the European Union (TFEU), the Court has audited: -

' 0JL 337, 18.12.2009, p. 1.

2 Annex Il summarises the Office’s competences and activities. It is presented for
information purposes.
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(a) the annual accounts of the Of‘ir ice, which ‘comprise.the financial statements.3
and the reports on the |mplementatlon of the budget‘* for the financial year
: ended 31 December 2012, and

(b) the legality and regularity of the transactions underlying those accounts.

The management’s responsibility

4. In accordance with Articles 33 and 43 of Commission Regulation (EC,
Euratom) No 2343/20025 the management is responsrble for the preparatlon
| and fair presentahon of the annual accounts of the Office and the legality and
regularity of the underlying transactions:

(a) The management’s responsibilities in respect of the Office's annual
accounts include desrgnmg, lmplementmg and maintaining an lnternal
control system relevant to the preparatlon and fair presentation of financial
statements that are free from materlal mlsstatement whether due to fraud
or error; selectmg and applylng appropnate accountmg pohcres on the basis
of the accountmg rules adopted by the Commrssron s accountmg offi cer
making accountrng estrmates that are reasonable in the circumstances.

| - The Administrative Manager approves the annual accounts of the Office
after its accountmg officer has prepared them on the basrs of all available

These include t_he balance sheet and the economic outturn account, the cash flow
table, the statement of changes in net assets and a summary of the significant
accounting policies and other explanatory notes.

These comprise the budgetary outturn account and the annex to the budgetary
outturn account.

§  0JL357,31.12.2002, p. 72.

The accounting rules adopted by the Commission’s accounting officer are derived
from the International Public Sector Accounting Standards (IPSAS) issued by the
International Federation of Accountants or, where relevant, the international
Accounting Standards (IAS)/International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board. '
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information and established a note to accompany the accounts in which he
declares, inter a/ia that he has reasonable assurance that they present a
true and fair view of the financial position of the Ofﬁce in all material

respects.

(b) The management’s responsibilities in respect of the legality and regularity of -
the underlying transactions and compliance with the pnnmple of sound
fmancual management consist of deSIQnmg, |mp|ementmg and mamtammg
an effective and eff cient internal control system comprising adequate
superv:smn and approprlate measures to prevent lrregularltles and fraud

7 and if necessary, legal proceedmgs to recover funds wrongly pald or used.

The auditor’s responS/b///ty

5. The Couﬁ’s responSibility is, on the basis of its audit, to provide the
European Parhament and the Councﬂ" with a statement of assurance as to the
rellablllty of the annual accounts and the legality and regularity of the
underlying transactions. The Court conducts its audit in accordance with the
IFAC International Standards on Auditihg and Codes of Ethics and the
INTOSAI International Standards of Supreme Audit Institutions. These
standards require the Couﬁ to plan and perform the audit to obtain reasonable
assurance as to whether the annual acceums of the Office are free from
material misstatement and the transactions underlying them are legal and

regular.

6. The audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the accounts and the legality and regularity of the
underlying transactions. The procedures selected depend on the aUditor’s
judgement, which is based on an assessment of the risks of material

misstatement of the accounts and material non-compliance by the underlying

7 Article 185(2) of Councul Regulatlon (EC, Euratom) No 1605/2002 (OJ L 248,
16.9.2002, p. 1).
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transactions with the requirements in the legal framework of the European
Union, whether due to fraud or error. In assessing these risks, the auditor
considers any internal controls relevant to the preparation and fair presentation.
of the accounts, as well as the supervisory and control systems that aré
implemented to ensure the legality and regularity of underlyihg transactions,
and designs audit procédureé that aré:appropriate in the cifcums_tancés. The
audit alsd,‘entails ,evaluatingvthe appropr‘iatenes',s of accounting pdlicies, the
reasonébleness of a¢countin‘g estimates and the overall presentation of‘t}he

accounts.

7. The Court considers that the audit evidence obtained is sufficient and
appropriate to provide a basis for its statement of assurance.

Opinion on the reli‘ability of the accounts

8. In the Court’s opinion, the Ofﬁcé’sAénnu'al accounts presént: fairly, in all
material respects, its financial position as at 31 December 2012 and the results
of its operations and its cash flows for the year then ended, in accordance with
the provisions of its Financial Regulation and the aécounting rules adopted by
the Corhmission’s accou‘nt’ing officer. |

Opinion on the Iegality and regularity of the transactions uhderlying the

accounts

9. In the Court's opinion, the transactions underlying the annual accounts for
the year ended 31 December 2012 are legal and regular in all material '

respects.

10. The comments which follow do not cali the Court’s opinions into question
and should be considered in the light of the fact that 2012 was the Office’s first

- year of operations and that the establishing of all its procedures is still ongoihg.
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COMMENTS ON THE RELIABILITY OF ACCOUNTS

11. The Office’s accounting system was still not validated by the Accounting
Officer.

COMMENTS ON THE LEGALITY AND REGULARITY OF TRANSACTIONS

12. Committed appropriations carried over amounting to 61 500 euro (10 % of
the total committed appropriations carried over) did not correspond to legal

commitments and were thus irregular.

COMMENTS ON INTERNAL CONTROLS

13. The Office had not yet implemented the Internal Control Standards on
‘Objectives and performance indicators’ (ICS 5), ‘Process and procedures’
(ICS 8), ‘Document management’ (ICS 11) and ‘Information and
Communication’ (ICS 12).

14.There is no procedure related to the registration and disposal of fixed assets

and no physical inventory has been performed.

15. Procedures concerning the establishment, approval and recording of
exceptions and deviations from policies and procedures have not been

implemented.

COMMENTS ON BUDGETARY MANAGEMENT

16.Some 101 000 euro, 45 % of the committed appropriations carried over
from 2011, were cancelled. Appropriations for 2012 of 545 000 euro, 17 % of
total 2012 appropriations, were not used and also had to be cancelled. The
level of carrybvers of committed appropriations to 2013 was high at '
611 000 euro or 19 % of the total. This indicates difficulties in the planning
and/or implementation of the Office’s activities. The carry-overs for 2012 were
mostly related to delayed recruitments and the absence of an effective policy to
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ensure the timely presentation and reimbursement of mission costs claimed by

experts.

17.There is considerable room for improving the preparation, execution and

documentation of procurement procedures. As an example, award procedures
did not give sufficient attention to the price quality ratio and general award |
criteria had not been further broken down into sub criteria to allow a clear and

comparable evaluation of the offers.

OTHER COMMENTS

18. The recruitment procedures examined showed significant shortcomings
affecting transparency: questions for written tests and interviews were set after
the épplications had been examined by the selection board; no threshold
scores were set for admission to written tests and interviews and for being
included in the list of suitable candidates; nomination and changes in the
composition of the selection board were not approved by the Appointing
Authority.

19.Most of the Office’s staff have an administrative or support function and do
not travel, but all have been provided with a mobile phone with a monthly
limitup to approximately 50 euro. There are no controls to monitor private use.

20. The Office does not have a treasury’ policy. At the end of 2012, all cash
(1,6 million euro) was held in one bank (BBB rating®).

FOLLOW UP OF PREVIOUS YEAR'S COMMENTS

'21.An overview of the corrective actions taken in response to the Court's

previous year's comments is provided in Annex [.

8 According to a note from the Commission’s accounting officer dated 27.10.2008,

the minimum short term rating should be A-1.
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This Report was adopted by Chamber IV, headed by Dr Louis GALEA, Member
of the Court of Auditors, in Luxembourg at its meeting of 15 July 2013.

For the Court of Auditors

v

“

Vitor Manuel da SILVA CALDEIRA
President
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ANNEX Il

Office of the Body of European Regulators for Electronic Communications

(Riga)

Competences and activities

Areas of Union |
competence deriving
from the Treaty

(Article 114 of the Treaty
on the Functioning of the
European Union)

Approximation of faws in the field of electronic communications.

Competences of the
Office

(Regulation (EC)

No 1211/2009 of the
European Parliament and
of the Council)

The Office's powers are defined in Regulation (EC) No 1211/2009. The Office referred to in
Avrticle 6 shall provide administrative and professional support services to BEREC.

It shall perform its functions under the guidance of the Board of Regulators.

Governance

The Office comprises:
(a) a Management Committee,
(b) an Administrative Manager,

which share between themselves all administrative and financial responsibilities, including.
the responsibilities for the staff.

However, only the Management Committee is responsible for the appointment of staff
(Article 7(4)). ’

Guidance on the services and products to be provided by the Office is provided by the
Board of Regulators, as specified in “Products and services in 2012",

Resources made
available to the Office in
2012

Final Budget: 3,1 million euro (amended budget 1/2012)
Staff as at 31 December 2012: 22

Products and services
in 2012

Under the guidance of the Board of Regulators, the Office has provided the following
services:

- Professional ahd administrative support services to BEREC,
- Collection of information from NRAs and exchange and transmission of information.

- Dissemination of regulatory best practices among NRAs within the EU and to third
parties.

= Assistance to the Chair in the preparation of the work of the Board of Regulators and
the Management Committee of the Office.

~ Support to the Expert Working Groups set up by the Board of Regulators.

Source: Information supplied by the Office.
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BEREC - The Office of the Body of European Regulators for Electronic Communication

THE OFFICE’S REPLY

11: The newly appointed (December 2012) Accounting Officer has made suggestions to the Authorising Officer on
necessery steps, set for full implementation by end July 2013, preconditioning the validation of the accounting systems.,

12: To address the situation of commitments being carried forward irregularly, the BEREC Office has undertaken
development of a Financial Manual. This manual, (currently, June 2013, in the course of finalisation) will address, in a
dedicated Chapter related to Budgetary Commitments: the Definition, Conditions, Follow-up procedure and the
corresponding Workflow inside the organisation that will be implemented for the Carry-Forward exercise to be performed

at the end of the year.

13: All the Internal Control Standards are now being reviewed following the [AS Limited Review from March 2013. As of
end June 2013 the BEREC Of'ﬁée will give a comprehensive reply and suggest a realistic timetable for future actions.

14: The BEREC Office Financial Mandal (currently, June 2013, in the course of finalisation) will address, in a dedicated
Chapter related to Assets, the procedures related to Inventory Management. The BEREC Office will perform a full
inventory following procrement of necessery equipment within 3™ Quarter 2013.

15: An Internal Administrative Instruction was adopted on the 18 June 2012 in order to apply the principles of the ICS 8.
Currently the policy on “complementary guidance” along the line of the guidelines in place for the EC (the so called
“Exception Reporting”, [SEC(2007)1341]) is being finalized and adopted by the Administrative Manager as Internal

Administrative Instruction as of 11 June 2013.

16: The staffing allocated to budget management is currently (in June 2013) being assessed, as well as the introduction of
a management tool to better monitor the budget implementation and planning, which will have an impact on the 2014
execution. Additionally, the BEREC Office will take the following corrective measures to ensure appropriate level of
carryover in the. future: revising the policy on reimbursement of experts aftending meetings, which has the highest impact
on carried over amounts at this point, to ensure that the collecting of supporting documents is made within a stricter and

respected deadline.
17: In order to correctly implement the current procurement procedure by all involved team members, the proper
procurement trainings ‘are being organized as of September 2013. Concrete steps are being taken to document the

procedures in a dedicated Chapter of the Financial Manual (currently, June 2013, in the course of finalisation).

18: As of 2013, when proper staffing was in place in Administration and Finance Unit, the recruitment procedures’
consistency is ensured by the HR team in the Office through policies and guidelines. A new recruitment guideline
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BEREC - The Office of the Body of European Regulators for Electronic Communication

comprising steps and responsibilites has been developed in May 2013 and implemented for 2013 recruitment
procedures. Conflict of Interest declarations are being reviewed and as of 2013, questions for written tests and interviews

and threshold scores are determined prior to the examination of applications.
19: A comprehensive pblicy has been prepared and will be adopted in June 2013. The policy will regulate: principles of
exclusive professional usage; principles of monitoring the mobile usage and prevention of abuse; measures of security.

The policy will also regulate that the assignment of the mobile phones will be decided on a case by case situation by the

responsible line manager.

20: The newly appointed Accounting Officer has taken steps to ensure that another contract with a banking service

provider with higher level of rating will be in place by end of August 2013.

21: No comments.
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