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CERTIFICATE AND STATEMENT OF THE DIRECTOR

CERTIFICATE

The annual accounts of the Executive Agency
for Small and Medium-sized Enterprises
(EASME) for the year 2016 have been
prepared in accordance with the Financial
Regulation applicable to the general budget of
the European Union and the accounting rules
adopted by the Commission’s Accounting
Officer, as are to be applied by all the
institutions, agencies and joint undertakings.

I acknowledge my responsibility for the
preparation and presentation of the annual
accounts of the Agency in accordance with
Article 68 of the Financial Regulation.

I have obtained from the Authorising Officer,
who certified its reliability, all the information
necessary for the production of the accounts
that show the assets and liabilities of the
Agency and the budgetary implementation.

I hereby certify that based on the information
provided by the Authorising Officer, and on
such checks as | deemed necessary to sign off
the accounts, | have a reasonable assurance
that the accounts present fairly, in all material
aspects, the financial position, the results of
the operations and the cash-flow of the
Agency.

Brussels, 2%, G. 2013

gﬂw U

Olga Ciesielska
Accounting Officer

STATEMENT OF THE DIRECTOR

I, the undersigned, Director of the Executive
Agency for Small and Medium-sized Enterprises
(EASME), in my capacity as authorising officer,

- Declare that the information contained in this
report gives a true and fair view.

- State that | have reasonable assurance that the
resources assigned to the activities described in
this report have been used for their intended
purpose and in accordance with the principles of
sound financial management, and that the
control procedures put in place give the
necessary guarantees concerning the legality
and regularity of the underlying transactions.

This reasonable assurance is based on my own
judgment and on the information at my disposal,
such as the results of the work of ex-ante
controls and the internal audits as well as the
observations of the Internal Audit Service and
the lessons learned from the Court of Auditors'
report relative to the DAS 2015.

- Confirm that | am not aware of anything not

reported here which could harm the interests of
the Agency or the Commission.

Brussels, 28,0(2 . &Q,ﬂ

/

Marco Malacarne
Acting Director
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INTRODUCTION
LEGAL BASIS

The accounts of the Executive Agency for Small and Medium-sized Enterprises (EASME), hereafter: the
Agency, are kept in accordance with:

e Commission Regulation 1653/2004, of 21 September 2004, on a standard financial regulation
for the executive agencies pursuant to Council Regulation 58/2003 laying down the Statute for
executive agencies to be entrusted with certain tasks in the management of Community
programmes amended by Commission Regulation 1821/2005 and by Commission Regulation
651/2008 of 9 July 2008;

e The accounting rules, methods and guidelines as adopted and provided by the Accountant of
the Commission according to Regulation (EU, Euratom) No 966/2012 of the European
Parliament and of the Council of 25 October 2012, on the financial rules applicable to the
general budget of the Union ("Financial Regulation"), and in particular Article 143 and 152 and
repealing Council Regulation (EC, Euratom, n° 1605/2002 (0] 2298 of 26/10/2012) as
amended.

e The Commission Regulation (EC) No 2909/2000 of 29 December 2000 on the accounting
management of the European Communities' non-financial fixed assets.

e The 19 Accounting rules on accrual accounting adopted by the Accounting Officer of the
Commission in December 2004 and last updated in December 2015.

e The European Commission’s 2016 closure consolidation manuals.

BACKGROUND INFORMATION

Executive Agencies are established by the Commission in accordance with Council Regulation (EC) No
58/2003! with the purpose of delegating certain tasks relating to the management of Union
programmes, including budget implementation. This enables the Commission to focus on its core
activities and to dispose of sufficient technical expertise for the management of such programmes with
the goal to achieve a more efficient implementation.

The Executive Agency for Small and Medium-sized Enterprises (EASME)? is entrusted with the
management of parts of the following Union programmes:

e the Framework Programme for Research and Innovation (Horizon 2020) 2014-2020;

e the Programme for the Competitiveness of Enterprises and small and medium-sized
Enterprises (COSME) 2014-2020;

1 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 (O] L 11 of 16.01.2003).

2 Following the establishment of the Intelligent Energy Executive Agency (IEEA) by Commission Decision 2004/20/EC of 23 December 2003
(O] L 5 of 9.01.2004), the Commission decided to transform the IEEA into the EACI (Commission Decision 2007/372/EC of 31 May 2007
amending Decision 2004/20/EC (O] L 140 of 1.06.2007). End 2013, the EACI was replaced and succeeded by the EASME (Commission
Implementing Decision C(2013/771/EU) of 17 December 2013 establishing the 'Executive Agency for Small and Medium-sized Enterprises’
and repealing Decisions 2004/20/EC and 2007/372/EC). The related Act of Delegation (Commission Decision C(2013)9414 delegating
powers to the Executive Agency for Small and Medium-sized Enterprises with a view to performance of tasks linked to the implementation of
Union programmes in the field of energy, environment, climate action, competitiveness and SMEs, research and innovation and ICT,
comprising, in particular, implementation of appropriations entered in the general budget of the Union) - hereinafter referred as Act of
Delegation - was adopted on 23 December 2013.
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e the Programme for the Environment and Climate Action (LIFE) 2014-2020;
e the European Maritime and Fisheries Fund (EMFF);

e the legacy of the Competitiveness and Innovation Programme (CIP) 2007-2013 limited to the

following parts3: "Intelligent Energy Europe Programme (IEE II})" and the "Eco-innovation
initiative".

The Agency's mission statement is as follows: 'We provide high quality support to our beneficiaries,
turning EU policy into action. As an executive agency of the European Commission, we manage significant
parts of COSME, LIFE, Horizon 2020 and EMFF. We ensure that actions funded by these programmes
deliver results and provide the Commission with valuable input for its policy tasks'.

The Agency has its own legal identity and its tasks are specified in the Act of Delegation*. This means
that EASME implements the delegated programmes autonomously with the Director acting as
Authorising Officer by Delegation (AOD). EASME, like the other Executive Agencies, implements the
EU programme budgets under direct management (Article 58.1a and 62.2 of the general financial
regulation). To this end, the Agency mainly awards grants through open calls for proposals while a
small, but increasing share of the programmes' budgets is also implemented through procurement
contracts.

The Agency has its own administrative budget for which it receives from the EU an annual subsidy (in
2016: EUR 35.849.913. The administrative budget covers the running costs of the Agency, mainly staff
expenditure, office related costs, experts and other services. The EASME's Director is the Authorising
Officer (AO) for this budget. He implements it under direct management.

EASME operates under full control of the Commission: it reports to the Directors-General of the parent
Directorates-General (DGs) and to the Steering Committee, on the performance of the tasks assigned to
the Agency. The Agency implements delegated tasks in close cooperation with its seven parent DGs:
(1) DG for Internal Market, Industry, Entrepreneurship and SMEs, (2) DG for Research Science and
Innovation, (3) DG for Communications Networks, Content and Technology, (4) DG for Climate Action,
(5) DG for Energy, (6) DG for Environment and (7) DG for Maritime Affairs and Fisheries.

In addition to the above-mentioned stakeholders, the Agency works closely with other partners such
as the Common Support Centre for Horizon 2020, Research Executive Agency (REA) for some logistic
and administrative support services and an external contractor for certain tasks under the LIFE
programme.

The year 2016 has been a year of changes in the management of the Agency. Following the retirement
of the Director in August 2016, the Acting Director took the steering wheel.

At the same time, the Agency continued to grow: the staff number increased further to cope with the
increasing workload and counted 417 staff by the end of the year. This represents 95% of the 437 staff
foreseen by the establishment plan for 2016 and means a growth of 12% compared to the staffing
level at the end of 2015. Given the rapid growth of the Agency, a revised organisational structure has
been designed and will take effect as from 1 January 2017.

3 As from 2014 the new calls for "Enterprise Europe Network”, "Your Europe Business Portal”, the "European IPR Helpdesk" and the "[Porta
Project" are included under the umbrella of the COSME programme.
4 Commission Decision C(2013)9414 of 23 December 2013.
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External Audit

The European Court of Auditors is required to prepare a specific annual report on the Agency in line
with the requirements of Article 248 of the EC Treatys.

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 Agency for a given financial year.

5 Art. 65 of the Commission Regulation (EC) n° 1653/2004 of the 21 December 2004 on a standard regulation for the executive agencies
pursuant to Council Regulation (EC) n° 58/2003 laying down the statute for executive agencies to be entrusted with certain tasks in the
management of Community programmes
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BALANCE SHEET
7 , EUR

NON-CURRENT ASSET 1.822.967 1.928.715
Intangible assets 21 - -
Property, Plant and Equipment 2.2 1.822.967 1.928.715
Plant and equipment - -
Computer hardware 81.226 19.866
Fixtures and fittings 1.741.741 1.908.849
CURRENT ASSETS 4.984.602 8.376.039
Receivables and recoverables 2.3 76.382 2.362.544
Sundry receivables 19.638 31.397
Prepaid expenses 55.565 2.324413
Accrued income 1.179 6.734
Pre-financing 24 - -
Cash and cash equivalents 2.5 4.908.220 6.013.495
TOTAL ASSETS 6.807.569 10.304.754
NON-CURRENT LIABILITIES - -
CURRENT LIABILITIES 3.406.008 4.122.686
Provisions for risks and liabilities 2.6 18.725 -

Payables 3.387.283 4.122.686
Current payables 2.7 51.201 13.454
Accrued charges and deferred income 2.8 2.835.140 3.416.157
Accounts payable to consolidated EU entities 2.9 500.942 693.075
TOTAL LIABILITIES 3.406.007 4.122.686
NET ASSETS 3.401.561 6.182.068
Accumulated surplus/deficit 6.182.068 4.218.526
Economic result of the year (2.780.507) 1.963.542
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STATEMENT OF FINANCIAL PERFORMANCE

' OPERATING REVENUE 5353459  35.710.692

Non-exchange revenue 311 35.349.605 35.708.063
European Union Contribution 35.349.605 35.708.063
Exchange revenue 3.1.2 3.854 2.629

Income from non-consolidated entities - -

Income from consolidated entities : 2.600 2.629
Gains from exchange rate differences 1.254 -
OPERATING EXPENSES (38.141.473) (33.792.372)
Staff expenditure 321 (25.579.900) (21.214.940)
.;\rtlitirr;;:;stratwe expenses with non-consolidated 3.2.2 (4.050.776) (3.597.899)
Expenses with consolidated entities 3.2.3 (4.966.869) (3.748.856)
Experts and related expenses 324 (3.320.381) (5.011.341)
Fixed assets related expenses 3.2.5 (223.547) (217.400)
Exchange differences - (1.936)
SURPLUS/(DEFICIT) FROM OPERATING

ACTIVITIES (2.788.014) 1.918.320
Financial revenue 3.3 10.644 45.888
Financial expenses 34 (3.137) (666)
SURPLUS/(DEFICIT) FROM ORDINARY

ACTIVITIES (2.780.507) 1.963.542
Extraordinary gains - -
Extraordinary losses - -
SURPLUS/(DEFICIT) FROM EXTRAORDINARY ) 1
ITEMS

ECONOMIC RESULT OF THE YEAR (2.780.507) 1.963.542
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CASH FLOW STATEMENT

Operating activities 41 1.757.430 (2.153.735)

Amortisation - -

Depreciation 223.547 217.400

(Increase)/Decrease in receivables and

recoverables 2.274.403 (2.264.153)

(Increase)/Decrease in receivables from 11.759

consolidated EU entities ‘ 1.722

(Increase)/Decrease in pre-financing - 107.166

Increase/(Decrease) in provisions 18.725 -

Increase/(Decrease) in payables » (578.871) 1.617.781

Increase/(Decrease) in liabilities to consolidated

EU entities (192.133) (1.833.651)

(Gains)/losses on sale of property, plant and

equipment ) )

Net cash-flow from operating activities (1.023.077) (190.193)

Investing activities 4.2 (82.198) (34.137)

Purchase of intangible assets and property, plant (82.198) (34.137)
~and equipment i ' ' :

Net increase/(decrease) in cash and cash (1.105.275) (224.330)

equivalents — '

Cash and cash equivalents at the beginning of the 6.013.495 6.237.825

year

Cash and cash equivalents at year-end 4.908.220 6.013.495
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STATEMENT OF CHANGES IN NET ASSETS

EUR
“Note  Accumulated Economic Net Assets

Surplus/Deficit  result of the (Total)

Balance as at 31 December 2015 | 6.182.068 6.182.068
Changes in accounting policies | | - - -
Balance as at 1 January 2016 i 6.182.068 - 6.182.068

Allocation of the economic result of

previous year _

Economic result of the year | x (2.780.507)  (2.780.507)
Balance as at 31 December 2016 i 6.182.068 (2.780.507)  3.401.561
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NOTES TO THE FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING POLICIES
1.1. Legal basis and Accounting rules

These accounts are Kkept in accordance with Commission Regulation (EC) N° 1653/2004 of
21 September 20046 on a standard financial regulation for the executive agencies pursuant to Council
Regulation (EC) N° 58/2003. Art 2 of the standard financial regulation defines in which cases the
executive agencies shall also apply the Financial Regulation applicable to the general budget of the
European Communities (Regulation (EU, Euratom) N° 966/2012 of the European Parliament and of
the Council of 25 October 2012 on the financial rules applicable to the general budget of the Union’
together with its rules of application (Commission Delegated Regulation (EU), Euratom) N°
1268/2012 of 29 October 2012).

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
(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 the Agency comprises general accounts and budget accounts. These accounts
are kept in Euro 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.8 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 at
31 December.

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

1.2.  Accounting principles

The objectives of the financial statements are 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 the Agency, 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 (Commission Regulation (EC) N°
1653/2004 amended by Commission Regulation (EC) N° 651/2008) sets out the accounting principles
to be applied in drawing up the financial statements:

Going-concern principle

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.

6 Amended by Commission Regulation (EC) No 651/2008 of 9t July 2008
7 Repealing Council Regulation (EC, Euratom) No 1605/2002
8 This differs from cash-based accounting because of elements such as carryovers.
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Principle of prudence

The principle of prudence implies 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.

Principle of 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) in 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.

Principle of 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 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.

Principle of 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 makes for clarity in the financial statements.

Principle of no-netting

The no-netting principle means that receivables and debts may not be offset against each other, nor
may charges and income, except when offsetting reflects the substance of the transaction or other
event.

Principle of 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 principle

In order to meet their objectives, financial statements are prepared on the accrual basis of accounting.
Under this basis, the effects of transactions and other events are recognised when they occur (and not
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as cash or its equivalent is received or paid) and they are recorded in the accounting records and
reported in the financial statements of the periods to which they relate.

Exception to the accounting principles

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

1.3.  Basis of preparation
1.3.1. Currency and basis for conversion
Functional and reporting currency

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

Transactions and balances

Foreign currency transactions are recorded using the exchange rates prevailing at the dates 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 the Agency 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 the Agency. 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.

1.4. Balance Sheet

Assets are resources controlled by the Agency as a result of past events and from which future
economic benefits or service potential are expected to flow.

1.4.1. Intangible fixed assets
Intangible assets are identifiable non-monetary assets without physical substance. Acquired computer
software licences are stated at historical cost less accumulated amortisation and impairment losses.
The assets are amortised on a straight-line basis over their estimated useful lives. The estimated useful
lives of intangible assets depend on their specific economic lifetime or legal lifetime determined by an
agreement.

Currently the Agency uses 25% amortisation rate for its intangible assets.

14
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Amortisation is the systematic allocation of the depreciable amount of an intangible asset over its
useful life (EU Accounting Rule 6).

Internally developed intangible assets are capitalised when the relevant criteria of the EU Accounting
rules are met. The costs capitalisable include all directly attributable costs necessary to create,
produce, and prepare the asset to be capable of operating in the manner intended by management.
Costs associated with research activities, non-capitalisable development costs and maintenance costs
are recognised as expenses as incurred.

1.4.2. Tangible fixed assets

Tangible fixed assets are identifiable non-monetary assets with physical substance. Tangible fixed
assets are stated at historical cost less accumulated depreciation and impairment losses. Historical
cost includes expenditure that is directly attributable to the acquisition or construction of the asset.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits or service potential associated
with the item will flow to the Agency and its cost can be measured reliably. Repairs and maintenance
costs are charged to the statement of financial performance during the financial period in which they
are incurred.

Assets under construction are not depreciated as these assets are not yet available for use.

Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life (EU
Accounting Rule 7).

The depreciation is calculated using the straight-line method with the following rates:

. Iypeofass - . Straightline depreciation'rate
Plant, machinery and equipment 12.5-25%

Fixtures and fittings 5-25%

Computer hardware 25%

Gains or losses on disposals are determined by comparing proceeds less selling expenses with the
carrying amount of the disposed asset and are included in the statement of financial performance.

1.4.3. Financial assets

The Agency has as financial assets its receivables and current bank accounts. Receivables arise when
the Agency provides money, goods or services directly to a debtor with no intention of trading the
receivable. They are included in current assets, except for maturities more than 12 months of the
balance sheet date. See notes 1.4.4 and 1.4.5 below for more information.

1.4.4. Receivables

Receivables are carried at original amount less write-down for impairment. A write-down for
impairment of receivables is established when there is objective evidence that the Agency will not be
able to collect all amounts due according to the original terms of receivables. The amount of the write-
down is the difference between the asset’s carrying amount and the recoverable amount. The amount
of the write down is recognised in the statement of financial performance.

See note 1.4.9 below concerning the treatment of accrued income at year-end.
1.4.5. Cash and cash equivalents

Cash and cash equivalents are financial instruments and classified as available for sale financial assets.
They include cash at hand and deposits held at call with banks.

15
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1.4.6. Provisions

Provisions are recognised when the Agency has a present legal or constructive obligation towards
third parties as a result of past events, it is more likely that an outflow of resources will be required to
settle the obligation, and the amount can be reliably estimated. The amount of the provision is the best
estimate of the expenditures expected to be required to settle the present obligation at the reporting
date.

1.4.7. Financial liabilities

The Agency has as financial liabilities its payables. They are classified as current liabilities, except for
maturities more than 12 months after the balance sheet date. See note 1.4.8 below for more
information.

1.4.8. Payables

A significant amount of payables are related to the purchase of goods or services. Those are recognised
at invoice reception for the original amount and corresponding expenses are entered in the accounts
when the supplies or services are delivered and accepted by the Agency.

1.4.9. Accrued and deferred income and charges

According to the EU Accounting rules, transactions and events are recognised in the financial
statements in the period to which they relate. At the end of the accounting period, accrued expenses
are recognised based on an estimated amount of the transfer obligation of the period. The calculation
of accrued expenses is done in accordance with detailed operational and practical guidelines issued by
the Commission and by the Agency which aim at ensuring that the financial statements reflect a true
and fair view.

Revenue is also accounted for in the period to which it relates. At year-end, if an invoice is not yet
issued but the service has been rendered, the supplies have been delivered by the Agency or a
contractual agreement exists (i.e. by reference to a treaty), an accrued income will be recognised in the
financial statements.

In addition, at year-end, if an invoice is issued but the services have not yet been rendered or the
goods supplied have not yet been delivered, the revenue or charges will be deferred and recognised in
the subsequent accounting period.

1.5. Statement of financial performance

1.5.1. Revenue

Non-exchange revenue makes up the vast majority of the Agency revenue and includes mainly EU
subsidy.

Exchange revenue is the revenue from the sale of goods and services. It is recognised when the
significant risk and rewards of ownership of the goods are transferred to the purchaser. Revenue
associated with a transaction involving the provision of services is recognised by reference to the stage
of completion of the transaction at the reporting date.
Interest income consists of received bank interest.

1.5.2. Expenses
According to the principle of accrual-based accounting, the financial statements take account of

expenses relating to the reporting period, without taking into consideration the payment date;
meaning when the goods or services are used or consumed.
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