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Visti i Financial Statements dell ICRANet per 1'anno finanziario 2021 ed il
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di approvare definitivamente, con le modifiche apportate dal Collegio, 1'audit
certificate recante la Qualified opinion e il report relativi all’Audit of the Financial

Statements at 31.12.2021 - ICRANet ;

DISPONE

di trasmettere copia dell’audit certificate e del report al Direttore dell’International



Center for Relativistic Astrophysics Network (ICRANET).

IL RELATORE IL PRESIDENTE
Gian Luca Calvi Giovanni Coppola
f.to digitalmente f.to digitalmente
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INTRODUCTION

The legal basis for the audit carried out by the External Auditors is given in the
Financial Regulations 10.1 and in the decision of the Steering Committee adopted
on February 13, 2014.

The present report gives account to the Steering Committee of the results of our

audits.

The audit considered the ICRANet Financial Operating Report at 31 December

2021 and the budgetary accounts and their consistency.

The financial periods are governed by the Statute of ICRANet, and by the Financial
Regulations. These have to be interpreted considering the Decision of the Steering
Committee (February 13, 2014) to disclose the accounts in accordance with the

International Public Sector Accounting Standards (IPSAS).

The accounts audited are the ones officially presented in the 25t meeting of the
ICRANet held at ICRANet Headquarters, Pescara (Italy).

We have carried out the audit of the accounts for the Financial Year 2021 based on
INTOSALI standards and, in particular, on IPSAS regime and in line with the
additional terms of reference to be an integral part of the Financial Regulations of
ICRANEt.

We have planned the working activities according to our audit strategy to obtain
a reasonable assurance that the Financial Statements are free from material

misstatement.

We have evaluated the accounting principles and related estimates made by
Management and we have assessed the adequacy of the presentation of

information in the Financial Statements.

Thus, we have obtained through the audit a sufficient basis for the opinion given

below.

We have tested, on a sample basis, a number of transactions and relevant
documentation and we have obtained sufficient and reliable evidence in relation

to the accounts and disclosures in the Financial Statements.



During the audit, all questions were clarified and discussed with the responsible

officials.

The team had regular contacts with Mr. Ruffini, Director of ICRANet, and with

members of his staff, depending on the subject matter under consideration.

The result of the audit was communicated on 15 February 2023 with preliminary

observations.

Management’s answers have been received on 16 February 2023 and have been

duly incorporated in this report.

We audited the ICRANet financial operating report on the audited accounts held
by the Organization relating to the financial results as at 31 December 2021,

presented in compliance with the Financial Regulations 10.1, for the financial year
2021.

A Letter of Representation referring to the Accounts for the Financial Year 2021,
signed by the Director, was included in the Financial Statements and it is an

integral part of the audit documentation.

We reported on the results of our audit activity on FS2021 and highlighted our
findings by issuing “Recommendations”. A follow-up process will be carried out

about each of them.



AUDIT CERTIFICATE
Opinion
We audited the financial statements of the International Center for Relativistic
Astrophysics Network (ICRANet) at 31 December 2021 comprising the Statement
of Financial Position, Financial Performance, the Statement of changes in net assets
and the Cash-flow statement for the year ending on that date, as well as the Notes

to the financial statements, including a summary of significant accounting policies

and other explanatory information.

The Statement V concerning the comparison of budgeted amounts and actual
amounts for the financial period, as foreseen by IPSAS 24, was produced according

to our request in our last year’s report, and was communicated to us on August,
10th 2022.

In our opinion, the accompanying financial statements present fairly, in all
material respects, the financial position of the ICRANet as at 31 December 2021,
and its financial performance, its changes in net assets, and its cash flows for the
year then ended, in accordance with IPSAS and the Financial Regulations and
Rules of the ICRANet.

On the contrary, the field concerning the net asset makes evident a remarkable lack
because of the relevant amount of bad credits not devalued, approximately

estimated about 1 million (that means about the 33 percent of the total statement).
Basis for qualified Opinion

We drew attention, in our previous report, on the need to improve some
representations and recording procedures in the financial statements (concerning
the financial data) related to the Territorial Offices and the contributions and loans

to several institutions: nevertheless, no step forward seems taken.



Furthermore, the assessment of the net assets is flawed from the failed write-off of
irrecoverable credits, concerning very old receivables and no credit recovery

activity appears undertaken.

We conducted our audit in accordance with the International Standards of
Supreme Audit Institutions (ISSAIs), and the ICRANet Financial Regulations and
Rules. In the field of financial statements audit, the ISSAIs are based directly on the
International Standards on Auditing (ISAs). The Corte dei conti applies the
provisions of the ISAs in so far as they are consistent with the specific nature of its
audits. Our responsibilities under these standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the ICRANet in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the
international framework, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have

obtained is sufficient and appropriate to provide a basis for our opinion.
Other Information

The ICRANet Director is responsible for the other information. Our opinion on the
financial statements does not cover the other information and we do not express

any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements, or our
knowledge obtained in the audit or otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have

nothing to report in this regard.

Responsibilities of the ICRANet Director and Those charged with governance

for the Financial Statements

The Director is responsible for the preparation and fair presentation of the financial
statements in accordance with International Public Sector Accounting Standards

(IPSAS), and for such internal control as the Director determines is necessary to



enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the financial statements, the Director is responsible for assessing the
ICRANet’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
the Director either intends to liquidate the Organization or to cease operations, or

has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the ICRANet’s

financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial

statements.

As part of an audit in accordance with ISAs, we exercise professional judgment

and maintain professional scepticism throughout the audit. We also:

a) Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

b) Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the ICRANet’s

internal control.



c) Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by
management.

d) Conclude on the appropriateness of management’s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the ICRANet’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the ICRANet to cease to
continue as a going concern.

e) Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair

presentation.

We communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit and significant audit findings.
Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, the transactions of ICRANet that have come to our
notice or that we have tested as part of our audit have been, in all significant
respects, in accordance with the ICRANet Financial Regulations and Rules and its

legislative authority.

In accordance with the additional terms of reference governing external audit in
Regulation 10.5 of the ICRANet Financial Regulations, we also issued a detailed
report on our audit of the ICRANet Financial Statements for 2021.

Emphasis of matter - persistence of the status of international organization

At the end of our mandate as external auditor, it is worth drawing the attention on
some issues, possibly concerning the ability of the Center to fulfil its original
purpose set by the statute ratified by law n. 31 of 10 February 2005, in order to

prevent the risk of jeopardising the international feature in accordance with the



UN system. In this respect, it is worth considering that the only reliable source of
income is the contribution of the MAECI, meanwhile, the Center failed to
implement the UN standards, even in the absence of internal rules on Governance
and Organization. In addition to the above, it shall be noted that international
members are only two countries (Republic of Armenia and State of Vatican City)
and two universities (University of Arizona and Stanford University), that do not
seem to provide a material input to the improvement of the governance of the

Center.

We draw the attention of the Steering Committee on these aspects. Our opinion is

not modified in respect of this matter.
Rome, 16 February 2023

Guido Carlino
President of the Corte dei conti
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NATURE AND STRUCTURE OF ICRANet

1.

The ICRANet (International Center for Relativistic Astrophysics Network)

has been established by a special international agreement signed in Rome
on 19 March 2003.

The Italian Republic ratified the agreement with Law n. 31 of 10 February
2005 recognizing the ICRANet “as an independent international
organization, with its own management, to international status, as well as
powers, privileges, immunities appropriate”. The agreement also
establishes that the consent from a State or an international organization to
be bound by the agreement does not imply per se an obligation to provide
financial support. ICRANet may receive voluntary contributions by States

and international organizations.

Founder members of ICRANet were, in addition to the ICRA, three
Countries and two Universities and Research Centres: Italy; Armenia, since
the Republic of Armenia signed on 30.10.2003 the above-mentioned
agreement ratified with Law 13/2005; the State of Vatican City, which
signed on 30.10.2003 the same agreement; the University of Arizona
(Tucson USA); the Stanford University (USA).

It is worth mentioning, as reported in past years reports, that in 2011 the
Federative Republic of Brazil joined ICRANet by law, and on September 12,
2013, also a Seat agreement was signed. However, Brazil later took the
decision to denounce the agreement on the establishment of ICRANet; this
decision has been deposited on June 23, 2020, and communicated to
ICRANet on September 15, 2020, through a verbal note of the Italian
Ministry of Foreign Affairs and International Cooperation. The
contribution’s reimbursement of funds regularly approved by the
Government of Brazil and still unliquidated, amounts to 1.404.429,95 Euros.

On this matter, see also below, paragraphs 37 - 40.

As a consequence of this, first of all, Italy is currently the unique contributor
as a State, with an amount for 2021 of 1.400.330,00 Euros.

In addition to this, ICRA actually appears to consist of a “pure legal entity”,

with no operational HQs and/or employees. The Internet domain is
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10.

managed by ICRANet. The legal representative (President) is the Director
of ICRANet himself.

The Statute annexed to the agreement and to Law 31/2005, states that the
ICRANet has purely scientific purpose for research and training in
relativistic astrophysics, it has an international status and the legal capacity
necessary for the exercise of its functions and the fulfilment of its purposes.
Concerning the objectives of the activities, the Statute declares that
ICRANet promotes the international scientific cooperation in astrophysics,
carries out and coordinates theoretical, experimental and observational
research at an international level in the same field, making use of
instruments in space, on land and underground. As further detailed in the
Statute, the activities consist in: a) the development of the scientific research;
b) teaching at doctoral and post-doctoral level; c) training programmes for
short and long terms; d) organization of seminars and congresses at
international level; e) development of exchange programmes between
scientists and associated personnel; f) development of new levels of
electronic communication among research centres; g) creation of new
integrated databases; h) development of new techniques of communication;
i) cooperation and participation in international scientific Organizations; j)
scientific cooperation and technology transfer to the industries; k) any other

activity connected to the institutional purposes.
The operative and coordinating site of ICRANet is in Pescara.

An additional site was established in Nice (France) at Villa Ratti, from 2006.
An agreement on June 23, 2006, was signed between the town of Nice and
the ICRANet, concerning a long-term lease on the land owned by the City
of Nice, where Villa Ratti is located; it should be noted that, based on the
information gathered during our visit to the Headquarters in November
2021, no activity was carried out nor was any personnel assigned to it.
Finally, last year we recommended that the seat be closed, and the contract

renegotiated.

Furthermore, the ICRANet concluded some agreements with Universities,
corresponding to contribution to them:

- Campus Bio-Medico;
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- University of Ferrara in Italy;
- CNRin Italy.

11. Bodies of ICRANet are:
- the Steering Committee;
- the Director;

- the Scientific Committee.

12.  The Steering Committee exercises the functions established by Article 6 of
the Statute, including, in particular: appointment of the Director, drawing
guidelines for the activities of ICRANet; examination of the level of the
annual budget; appointment of an external auditor; approval of the annual
audit plan; drawing up and approval of the rules of staff. According to art.
13 of the Statute, the Steering Committee, annually approves the budget of
ICRANet which is presented by the Director for approval by the Committee
(Art. IV of the ICRANet Financial Regulation).

13.  The Director is appointed by the Steering Committee for a term not
exceeding five years, renewable (art. 8 of the Statute). The Director shall
perform the duties indicated in Article 9 of the Statute, including in
particular, administration, legal representation, presentation of the budget,
recruitment of staff and annual communication about verification of
financial accounts by an external auditor (Art. 6 of the Statute). The current
Director, Professor Remo Ruffini, was nominated in the Steering
Committee’s meeting on February 15, 2010, was renewed in 2015 and again

at the Steering Committee’s meeting on February 5, 2020.

14.  The Scientific Committee exercises the functions provided by art. 11 of the
Statute, including, in particular, an advisory function, the assistance in
planning activities, coordination of scientific activities, recommendation to
the Director regarding the growth of ICRANet and the specific instructions

for research.

STRUCTURE OF THE ACCOUNTING STATEMENTS

15. The Financial Statements of ICRANet were prepared and presented in

compliance with IPSAS 1 and include the following elements:

13



II.

III.

IV.

VL

Statement of financial position - Balance sheet at 31 December 2021,
with comparative figures as at 31 December 2020, showing Assets
(divided into Current and Non-current assets), Liabilities (split into

Current and Non-current liabilities) and Net assets;

Statement of financial performance for the year ended 31 December
2021, with comparative figures as at 31 December 2020, showing the

Surplus/Deficit for the financial year;

Statement of Changes in Net Assets/Equity for the period ended 31
December 2021, showing the value of the Net assets, including the
surplus or deficit for the Financial Year including losses directly
recorded in Net assets without being transferred to the Statement of

Financial Performance;

Cash flow Statement for the year ended 31 December 2021 showing the
inflow and outflow of cash and cash equivalents, purposely regarding
the operational, investments and financing transactions and the

treasury totals at the end of the Financial Year.

The comparison of budgetary results with performance data and with
financial data for the 2021 Financial Year (Statement V); this statement
was presented for the first time by the entity, on 10th August 2022,
according to what we observed in the emphasis of matter paragraph in

our audit certificate for financial year 2020;

Notes to the financial statements providing information about
accounting policies and additional information necessary for a fair

presentation.

STATEMENT OF FINANCIAL POSITION 2021

Assets

16. In 2021 Assets amounted to 2.677.217,66 Euros and they increased by
157.122,47 Euros (6,2%) in comparison to the value recorded in 2020
(2.520.095,19 Euros).

17. They consisted of Current assets and Non-Current assets. The Current

Assets amounted to 2.342.957,38 Euros and represented the 87,5% of Total

14



Assets; they increased with respect to 2020, when they amounted to
2.163.182,33 Euros. The Non-Current Assets were equivalent to 334.260,28
Euros (356,912.87 Euros in 2020) and weighted 12,5% on Total Assets.

Current Assets

18.

Total current assets in 2021 amounted to 2.342.957,38 Euros, an increase of
179.775,05 Euros (8,3%) as compared to 2020. The difference is due only to
the increase of Cash and Cash equivalent. The basis for the evaluation of

current assets is given in Notes from 3 to 9.

Cash and cash equivalent

19.

20.

The sub-heading “Cash and cash equivalent”, totalling to 904.412,00 Euros,
significantly increased (+207.056,80 Euros), comparing to 2020 (697.355,40
Euros). It includes cash in hand and all the balances of ICRANet banks
current account as at 31 December 2021. The increase is mainly due to the
implementation of the total amount of bank accounts. Cash and cash
equivalent weighted around 38,6% of the total Current Assets. The

breakdown of Cash and cash equivalents is disclosed in Note 3.

Cash-in-hand at 31 December 2021 amounted to 1.527,14 Euros (in 2020 it
was 4,264.63). It is to be mentioned that in accounting two separated items
are shown at this regard: “Cassa Direttore (1.029,80 Euros) and “Denaro in
Cassa” 182,97 Euros) and there is also an amount (314,37 Euros) referred to

a petty cash in Brazil, that is still maintained in accounting.

Recommendation n. 1

21.

We recommend verifying the “Cassa in Brasile”, considering the
withdrawal from the cash of the amount related to this petty cash

maintained in Brazil.

Reply from Management:

We will provide to verify the “Cassa in Brasile” and to find the possible

differences in the next budget.

15




Banks

22.

23.

24.

25.

26.

27.

28.

We asked all the banks, having a business relation with ICRANet, to

confirm the current accounts’ balances as at 31 December 2021.

We verified that the account’s balances were properly recorded into the

accounts. All variances detected have been explained and justified.

ICRANet holds three bank accounts: two at the Banca Nazionale del Lavoro
(Italy) and one at BNP Paribas (France).

The balance as at 31 December 2021 of the two bank accounts at the BNL
amounted in 2021 to 808.050,76 Euros (595,511.80 Euros in 2020), presenting
a significative increase; we found no discrepancies in the reconciliation

between our counting and the amount recorded in the accounting.

We found, due to our circularisation process, that a credit line is granted to

the Director of 100.000,00 Euros at the main account at BNL.

The balance as at 31 December 2021 of the bank account at the BNP
PARIBAS, as resulted by the statement provided by ICRANet, amounted to
94.834,30 Euros (97,578 97 Euros in 2020).

We highlight that the statement related to this account at BNP PARIBAS did
not arrive to us from the bank. We decided to adopt the alternative

procedure and ICRANet provided us a copy of the statement.

Recommendation n. 2

29.

Considering that a confirmation from a bank was missing, we asked and
obtained from Management a copy of the statement of accounts as at
31.12.2021. However, we recommend that Management make efforts in
instructing banks to send the confirmations directly to the External Auditor
as a general rule, being worthwhile for us receiving these communications

with all requested information directly from banks, as also stated by ISA505.
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Reply from Management

ICRANet took action to request to BNP Paribas to send the bank documentation
directly to the Italian Court of Auditors, without receiving a positive feedback.
The Director went personally to the bank office in Nice to reiterate the need to
send copy of the documentation requested, but also in this case the bank replied
that would have provided this documentation only to the subject holder of the

relationship.

The Director commits himself to send a PEC and will go again personally in the
bank office of BNP Paribas in Nice, recalling them the observations of the Italian
Court of Auditors, in order to invite the bank to send the documentation directly

to the Court, as established by the regulations.

30. Concerning the power of signature, we must note that the only person
authorized to perform banking operations at the mentioned banks is the

Director.

31. Asaresult of our audit, we found also that the signatory power granted to
the Director is unlimited (formally, till 9.999.999.999.999,99 Euros).

Recommendation n. 3

32.  We are aware that the single signatory power for bank accounts has been a
long-established practice. However, the effectiveness of treasury
management needs to be enhanced. Therefore, we recommend
implementing a dual signatories” policy, in order that, to operate bank
accounts, the dual joint signature of authorized officials is required.
Therefore, a change in Financial regulations is needed for establishing such

arule.

Reply from Management

The structure of ICRANet includes only 4 administrative personnel and the
presence of a new official would imply additional fees, not sustainable for

ICRANEet, also in view of the limited number of personnel.

17




Investments

33. The sub-heading “Short terms investments” in 2021 amounted to zero. A
policy on investments was not adopted.

Receivables

34. Account receivables for non-exchange transactions, represent a net worth
of (1,031,042.59 Euros in 2021). They weighted 44% on the total current
assets. As stated in Note 5, they are mainly represented by the contributions
from Brazil not yet received (see below, para. 37).

35.  Account receivables for exchange transactions amounted to zero.

36. In 2021, as in 2020, there is disclosed no amount as “Non-current

receivable”.

Brazil contribution

37.

38.

39.

As seen above, for the seventh year, the contributions from Brazil remain
outstanding. As already done in our past reports, we must underline that a

variation in credit risk could be determined by the mere course of the time.

We acknowledge that a “long term provision” is added among the non-
current liabilities, also as implementation of our recommendation as “the
prudential provision, made during the year in relation to future and

unpredictable obligations that may arise”.

However, we highlight that the unliquidated contribution from Brazil

represents about 1/3 of the Asset.

Recommendation n. 4

40.

We recommend checking the item of receivables from Brazil of 990,000
euros, as they no longer represent a certain liquid and collectable receivable.
In these cases, in which a credit has certainly become uncollectable for
known reasons, in compliance with the principles of truthfulness and clarity
of the financial statements, the credit must be:

- represented in the financial statements on the basis of the presumable

realizable value by offsetting the loss with the specific bad debt provision of Euro

240,000 and, in the event of inadequacy, using the existing reserves;

18




- definitively removed from the financial statements, offsetting a part of

the loss with the bad debt provision of Euro 240,000 and for the remainder by

drawing on existing reserves.

Reply from Management

ICRANet will provide to make a new verification on the receivable credits from

Brazil and, in case the times for recovery would not be immediate, will provide

to establish a fund for depreciation credits for the entire amount of the credit.

Non-current assets

41.

42.

Non-current assets as at 31 December 2021 totalled 334.260,28 Euros (in 2020
356,912.87 Euros); they recorded a reduction of 6,3%, mainly due to the

depreciation of the buildings.

This item also includes the value of the MG registered mark, which was
inserted in the financial year 2016 and maintained in 2017, 2018, 2019, 2020
and 2021. The basis for the evaluation of Non-current Assets is given in the

Accounting Principles (Note 2.6).

Asset register and physical verification of goods

43.

44,

In past years, we recommended more accuracy in checking and labelling
the items belonging to ICRANet (see rec. nn. 2/2019 and 2/2020); we were
informed that in 2020 ICRANet staff could not complete the inventory
procedure with the labelling of all the equipment because of the health
COVID-19 emergency, however, we renewed the above-mentioned

recommendations also in last year’s report.

We were recently informed that the items have all been tagged, while their

physical verification check has yet to be carried out.

Recommendation n. 5

45.

We recommend setting up a procedure that provide for the physical
verification of the assets to carry out on a regular basis, at least annually.
Furthermore, this task should be entrusted to internal staff not involved in

labelling items, in order to respect the segregation of duties.
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Reply from Management

We will provide to setting up a procedure that provide the physical verification

of the assets carried on annual basis, by the internal staff not involved in the

labelling items

Property, plant and equipment

46.

47.

The heading is composed of “Property, Plant and Equipment”, amounting
to 334.260,28 Euros in 2021 (356.912,87 Euros in 2020), representing the

whole of non-current assets.

The Headquarters in Pescara must be registered according to a “lean to use”
agreement, strictly for institutional use. While the value of the building is
not disclosed, the works contained therein, the last one of which took place
in 2008, are disclosed for a residual value, at the end of 2020, amounting to
Euros 326,635.09.

Villa Ratti

48.

49.

50.

The seat in Nice (Villa Ratti) is held thanks to a long-term lease (30 years),

and it is not disclosed as fixed asset.

On the other hand, as referred above, a liability has been disclosed
regarding a fund granted by the General Council of Maritime Alps for the
refurbishment of Villa Ratti.

In the contract concluded on the 23 October 2006, ICRANet undertook a
commitment for the restructuring of Villa Ratti, corresponding to 800.000
Euros as a charge for the use of the building starting from 2007. In respect
of these reconstruction works, that were already completed, ICRANet
received a contribution from the General Council of the Maritime Alps,
amounting to 500.000 Euros. From an accounting point of view, the
restructuring costs are represented as an advanced cost, recognized for a
period of 30 years. The annual impact on the financial statements of this
advanced cost amounts to Euros 10.000 for 30 years, starting from 2007. The
contribution from the General Council of the Maritime Alps has been

registered as a deferred charge.
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51.

52.

53.

54.

We underline that in past years’ reports we suggested enhancing this asset,
planning its profitable use as well as through periodic recording of the

activities carried out.

In the new “Statement V”, the item “Activity in Nice, Science data center”
shows a budgeted amount of 63.145,83 Euros for the year 2021, meanwhile
the actual amount was equal to zero. Management referred to us that the
budgeted amount had been foreseen for activities which were supposed to
take place in Nice in 2021 and which were not carried out due to the

pandemic.

During our visit at the HQs in Pescara, in November 2021, we were
informed that, actually, no activity had been carried out nor had any statf
been present in Villa Ratti for a long time. Therefore, also considering its
administrative costs, last year we recommended renegotiating with the City

of Nice the mentioned contract of long-term lease and disposing its closure.

The Director (ICRANet) declared in the reply to our recommendation of last
year’s report, that in 2021 and in 2022 there were developed in Villa Ratti

some scientific activities.

Recommendation n. 6

55.

56.

Even considering the Director’s reply to our past recommendation
n. 2/2020, we again recommend renegotiating with the City of Nice the
contract of long-term lease and disposing the closure of the site located in
Villa Ratti, given that the few scientific activities, supposedly held in the site
in 2021 and 2022, do not justify the high costs, especially considering that
the meetings were held in “blended mode” (both physical and virtual):
indeed, the administrative costs amount to about 10.000.00 Euros per year,

same as the restructuring costs.

This is also confirmed by the new Statement V, where it is clearly shown

that no activities were carried out in 2021.
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Reply from Management

The activities in Nice, included the IRAP PhD program in collaboration with
several European Universities as well as regular scientific meetings, have been
carried on continuously in Villa Ratti until the beginning of the Covid-19
pandemic. It should be noted that the end of the “stato di emergenza” has been
settled on March 31, 2022, with the exclusion of the maintenances visities of the
Villa, no activities were allowed by the international laws in the Seat. At the end
this period, activities in that center have resumed again. This was clearly recalled
on November 2021 on the occasion of the visit of [omissis] in Pescara. Please,

modify the statement on point 53, accordingly.

The contract of long-term lease with the City of Nice for a duration of 30 years
envisaged as consideration the restructuring of Villa Ratti. This restructuring has
been already made for Euro 800.000,00 with a contribution of Euro 500.000,00
granted by the Alpes Maritimes, so with a cost for ICRANet of Euro 300.000,00.
The early termination of the contract of long-term lease would lead to the
budgetary loss of Euro 140.000,00, equal to the fees anticipated through the
restructuring. The continuation of the contract of long-term lease would have the
advantage to have a prestigious seat where could be organized meetings and
research events, with reduced fees compared with those which would be bore
addressing to external structures, especially considering the end of the health

emergency and the recovery of the activities in presence.

We take this opportunity to request an important modification on point 9 about
the Seat of ICRANet, particularly important is the Seat in Yerevan (Armenia). We
enclose the document “GOVERNMENT OF THE REPUBLIC OF ARMENIA
DECISION”, with particular attention to point 1 “to take back the space with a
total area of 270 square meters (with estimated value of AMD 150 million 930
thousand) of the main building of the Institute of Geological Sciences (address:
24 Marshal Baghramyan Avenue, Yerevan 0019, Kentron district) which belongs
to the State Property Management Committee and attach it to ICRANET
Armenia Center International Organization with the right of gratuitous use for

an indefinite period of time”.

! Names of the team members, hidden by the EA
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Intangible Assets

57.

A registered mark, namely “MG meetings”, owned by ICRANet, is
capitalized (for the first time in 2016) and subject to a depreciation which
has been calculated on the basis of 12 years of useful life. The residual value

amounts to Euros 28,092.70.

Liabilities

58.

59.

In 2021 Liabilities amounted to 1.117.113,40 Euros (960.610,32 Euros in 2020)
and they increased of 16,3% comparing to 2020.

They consisted of Current liabilities, amounting to 574.493,34 Euros
(455.900,34 Euros in 2020) representing the 51,4% on total Liabilities, and of
Non-Current Liabilities, equivalent to 542.620,06 Euros (504.709,98 Euros in
2020), with 48,6% of weight on total Liabilities.

Current Liabilities

60.

As seen above, total current liabilities in 2021 amounted to 574.493,34 Euros,
presenting an increase of 118.593,00 Euros compared to 2020 (+26%). The
basis for the evaluation of current liabilities assets is given in Notes from 11
to17.

Employee benefits

61.

62.

The sub-headings “Employee benefits” in Current liabilities amounted to
204.162,88 Euros (183.464,24 Euros in 2020) with an increase by 11,3%.

They are mostly related to the accrued annual and previous leave provision.

The breakdown is presented in Note 12.

Other current Liabilities

63.

The heading “Other current liabilities” amounted to 115.330,46 Euros,
showing a huge increase compared to 2020 (5.769,44 Euros). This amount,
as Note 17 explains, refers to the obligations that are paid in the following

financial year.
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Non-current liabilities

64.

65.

66.

Total non-current liabilities totalled 542.620,06 Euros, increasing by 7,5%
comparing to 2020.

They are mainly composed of “Employee benefits”, which are referred to
the end-of-service allowance provided for by the Italian social security
system (the so-called “liquidazione” or “TFR”). This sub-heading
amounted to 302.620,06 Euros in 2021, and it is explained in Note 12.

The non-current liabilities heading also includes the prudential provision,
made during the financial year in relation with future and unpredictable
obligations that may arise. An explanation of the nature of such liability is
offered in Note 18.

STATEMENT OF FINANCIAL PERFORMANCE 2021

67.

68.

This Statement showed the Organization’s operating and financial revenue
and expenses classified, disclosed and presented on a consistent basis in

order to explain the year’s net deficit or surplus.

The result for the period shows a surplus of 619,39 Euros, decreasing from
2020, when it was 3,358.79 Euros. It corresponds to the difference between
Revenue, equal to 1.465.834,12 Euros, and Expenses, equal to 1.465.214,73

Euros; both amounts increased on 2020.

Revenue

69.

70.

71.

72.

As seen above, total revenue amounted to 1.465.834,12 Euros (1,400,472.01
Euros in 2020); they were composed of Mandatory and Voluntary

Contributions.

The only “Mandatory Contribution” is the one given from the Italian

Government, amounting to 1.400.330,00 Euros.

In 2021 there was an acquisition of Voluntary contributions, which
amounted to 65.015,38 Euros (in 2020 no voluntary contributions were

present).

Finance revenue amounted to 74,77 Euros and was represented by interests
on term with bank (59.34 Euros in 2020).
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73.  Among revenue, the entry “Other revenue producing activities” shows a

null value.

74. “Other revenue” totalled 411,00 Euros (82,67 in 2020).

Expenses

75.  Expenses totalled 1.465.214,73 Euros in 2021, an increase of 2.56 % compared
to the value of 2020, when they amounted to 1,397,113.22 Euros. The

breakdown is shown in Note 21.

Personnel expenses

76. Among expenses, the most relevant amount is registered as of Employee
benefits which is disclosed at the value of 1.083.536,32 Euros (in 2020 it was
1,043,724.87 Euros then it was registered an increase of 3,8%).

77. The expenditure refers to 13 units: 5 administrative personnel (including
three of them part-time at about 90%), one “coordinated and continuous”
collaborator acting as the Internal auditor, and 7 scientists, among which

there are Professors and research staff.

78. Two system managers were engaged with a contract as “external

consultants” (42,000 Euros).

79. The expenses related to the Director’s salary amounted to 280,200.80 Euros
in 2021 (same as 2020).

80. Also for the financial year 2021, the expected “ex-gratia” contributions were
reported, as declared in Note 21 pursuant to Art.8.3 of the Financial
Regulations, from ICRANet to: 1) Campus Bio-Medico (10.000,00 Euros)?;
2) Universita di Ferrara (10.000,00 Euros); 3) CNR (2,500.00 Euros). These
amounts were the same as in 2020, with the exception of the contribution to
the University of Ferrara, which doubled in 2021 (in 2020 it was 5,000.00

Euros).

20n 11 October 2018, a two-year renewable agreement was signed with the University Campus Bio Medico
in Rome.
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Implementation of an adequate recruitment policy and selection process

81.

82.

83.

84.

85.

86.

87.

With reference to the HR recruitment, we acknowledged a document
“Regulation for search and recruitment of staff not belonging to the
category of scientific staff”. We noticed, however, that no recruitment
process, with a step-by-step description in guidelines, has been put in place,
as it should be, considering that, as clearly stated in the law 31/2005,

ICRANet is an International Organization and has an international status.

Furthermore, personnel selections were made without a transparent

communication on the Internet site (e.g., publishing “Job opportunities”).

Actually, at international level, both private and public, a precise reference
model for HR does not exist, although several reference models exist that
should be duly considered by Management, in order to create and maintain

a cost-effective HR framework.

HR internal control procedures are significantly important in limiting what
can be severe consequences for failing to control risk, such as penalties, fines
and damage to the Organization’s reputation (e.g., for failing to comply

with State employment and labour laws).

In addition, procedures that fail to control risks often decrease both the
efficiency and effectiveness of the entire activity. At this regard,
preventative HR internal controls are an important first line of defence.

Then, detecting controls are a second level of defence.

Moreover, being no process for examining contracts, this might generate the

risk that the mentioned risks are not fully covered.

As regards risks related to strategies, for the COSO Framework’s two
additional types of risk related to strategies are namely, (a) the risks that the
strategy may not align with the organization’s mission, vision, and core
values and (b) the implications from the strategy chosen. COSO framework
highlights that “An effective system of internal control requires an
organization-wide commitment to effective policies and procedures to
ensure compliance with applicable laws and regulations”. In this sense,

employment-related matters are no exceptions: following best practices
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88.

regarding employment could help ICRANet to improve the organization of

the structure.

In our opinion, a procedure should be implemented for the recruitment of
both administrative and scientists, comprising a step envisaging the
approval/non approval of the selected candidate by the Steering

Committee, to which the Director should refer to.

Recommendation n. 7

89.

We recommend defining a recruitment policy regarding administrative and
scientists, in accordance with UN rules, with a step-by-step description of
the phases in guidelines, through a revision of existing rules. So far as

practicable, selection shall be made on a competitive basis.

Reply from Management

ICRANet will pride to define a recruitment policy regarding administrative and

scientists, in accordance with UN rules.

To the attention of the Steering Committee

90.

We draw the attention of the Steering Committee on the above paragraphs

concerning the need of an implementation of guidelines on the recruitment

policy.

Various Expenses

91.

92.

93.

94.

Consultants, external experts and mission costs amounted to 67.177,04
Euros (69,113.95 Euros in 2020, -2,8%).

In 2021, as detailed in Note 21, the “Cost of training research and scientific
activities” amounted to 169.628,41 Euros (from 131.663,11 Euros in 2020, an

increase of 28,8%).
The expenses for “Coordination and travels” amounted to 1.735,49 Euros.

In the report for the financial year 2018, we recommended adopting a

written and complete regulation for travel expenditures and their
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reimbursement. A regulation on travel has been approved on 5t February
2020. In this regulation, it has been established that the Director has the right

to derogate from the above, if he deems it necessary.

Recommendation n. 8

95. We recommend that in all internal regulations concerning staff leaves,
missions, etc., a procedure be established foreseeing the supervision of a

responsible as Head of Administration, and joint signatures.

Reply from Management

ICRANet doesn’t have an head of administration, apart from the Director, and
the establishment of a new official would imply additional fees, not sustainable

for ICRANEet, also in view of the limited number of personnel.

OPTIMIZATION OF ICRANet OPERATIONAL STRUCTURE

96. Therefore, we clearly state the need to define an operational structure that
will optimize the functioning of the ICRANet for a sound and fair
administration, inspired by the principles of economy, efficiency and

effectiveness.

97. In connection with what we pointed out above, we have prepared a table
(see below) where are summarized, for the last 3 years, all the Revenue and
the Expenses, detailing the personnel cost, and the related incidence on

revenue.

98. It would therefore be advisable to conduct a thorough examination in terms

of cost/benefit based on the table.
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EUROS 2021 2020 2019
Mandatory contributions
Voluntary contributions
TOTAL REVENUE 1.465.834,12 1.400.472,01 1.436.044,75
TOTAL EXPENSES 1.465.214,73 1.397.113,22 1.433.856,92
Total EXPENSES for “Training, research, and 169.628,42 131.663,11 208.553,22
scientific activities”
weight on TOTAL EXPENSES 11,58% 9,42% 14,54 %
TOTAL Expenses personnel costs- 1.083.536,32 1.043.724,87 1.017.374,49
employee BENEFITS
weight on TOTAL EXPENSES 73,95% 74.,71% 70,95 %
INCIDENCE on TOTAL REVENUE:
of Total Personnel Expenses: 73,92% 74,53 % 70,85%
of Training and Research Expenses: 11,57 % 9,40% 14,52%

Recommendation n. 9

99. We observe that in last 3 years, a huge percentage of revenue was dedicated

to personnel costs (as an average the 73% of the revenue) meanwhile only a

low amount (as an average the 11,8% of the revenue) was addressed to

Training and other scientific activities. We recommend adopting a new

administrative framework (or restructuring the existing one), with the aim

of reducing the incidence of personnel expenses in relation to total revenue,

so that the resources allocated for scientific research will not be impaired.
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Reply from Management

It should be noted that the personnel costs include the costs for Professors
(Faculty), the costs for the Director and the costs for the administrative staff. Only
the last ones are not directly involved in the scientific research. Therefore, if in
the costs for research would be included also the costs for the staff involved in
the scientific research activities, the percentage of the costs devoted to research
compared with the total costs would correspond, for the year 2021, to the 68%.
The activities carried on by the Professors as well as by the Director is devoted to
the scientific research and to teaching activities in the Universities members of
the joint PhD programs, e.g. the University of Ferrara, the University of Sciences
and Technology of China (USTC) and the University of Bremen, as certified by

their many scientific publications.

To the attention of the Steering Committee

100. We draw the attention of the Steering Committee on the incidence on the
total revenue of both the personnel costs and of the scientific activities

(respectively 11,8% and 73% as an average in last 3 years).

Procurement

Serious weakness in the Regulations for the purchase of supply of goods and

services

101. During the audit we received a copy of the “Regulations for the purchases

of supply of goods and services”, which was approved on 8th February 2021.

102. However, we found that such document does not cover the key
requirements essential for a Procurement Manual generally accepted in

International Organizations.

103. As an example, some of the following key requirements are missing;:
- lack of segregation of duties during the procurement process (the
Director of the Institute is the only responsible for the procurement

process),
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- lack of transparency (for example, contracts opportunities are not
published anywhere),

- lack of any declaration of no conflict of interest by the staff involved in
the procurement,

- lack of rules related to the set-up of an Evaluation Committee the rules
to applied during the evaluation of the offers received,

- lack of prescription in order to avoid the splitting of contracts.

Recommendation n. 10

104. Considering that, according to art.13 of the Statute “The financial
operations of the ICRANET shall be governed by financial regulations to be
adopted by the Steering Committee in accordance with the established
principles of the United Nations”, we recommend setting-up a
Procurement Manual, covering all the key requirements of the procurement
procedure and best practices applied by the UN International

Organizations for public procurement.

Reply of Management

ICRANet will provide to set up a Procurement Manual, covering all the key

requirements of the procurement procedure and best practices applied by the
UN.

Direct award of contract

105. During the audit, we found that, since 2013, ICRANet has directly awarded
(without any competition or publicity), and yearly renewed, the

outsourcing of IT services to the same supplier SOABIT (contract amount
of 42k for 2021).

Recommendation n. 11

106. Considering that the contract for outsourcing the IT services was awarded
with no transparent and competitive procedure, according to the common

practices and procurement rules adopted within the UN system, we
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recommend that such contract be immediately terminated, and that a
competitive and transparent procedure be prepared for the award of the

services needed.

Reply of Management

ICRANet will provide to establish a transparent and competitive procedure
finalized to the outsourcing of IT services, pointing out that the current services
will not be interrupted until the end of the new recruitment process, in order to

guarantee the regular development of scientific activities.

STATEMENT OF CHANGES IN NET ASSETS/EQUITY FOR THE YEAR
ENDED ON 31 DECEMBER 2021

107. Table III “Statement of changes in net assets” represents the surplus/deficit

registered in the year on the net asset.

108. In 2021 a surplus was registered, amounting to 619,39 Euros, in 2020 it was
3,358.79 Euros.

TABLE OF CASH FLOWS FOR THE PERIOD CLOSED ON 31 DECEMBER
2021

109. The Table of cash flows identifies the sources of cash inflows, the items on
which cash was spent during the reporting period, and the cash balance as

at the reporting date.

110. According to the Cash flow statement, in 2021 there were reported a cash
tlow from operating activities of 213.294,00 Euros (111.387,00 Euros in 2020)
and a cash flow from investing activities of 6.236,84 Euros (19.879,00 Euros
in 2020).

INTERNAL CONTROL

111. Starting from financial year 2017 an Internal Control System is formally in
use, and an Internal Auditor was appointed, as requested in our previous

Reports.
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112.

113.

114.

115.

116.

117.

118.

On 18 October 2022 a report was presented by Internal Auditor to the
Governing Bodies, referring the areas covered in 2021, according to Art. 8.1

of the Financial Regulations.

With reference to financial year 2021, Internal Auditor briefly reported on
the following subjects: Follow-up and implementation of audit
recommendations of the Italian Court of Auditors; the Procurement
contracts; Management of voluntary Funds; Assessment of central risk and
the governance issue; Control on the accounting operations; MG XVI

Meeting accounts.

Furthermore, the IA examined the Journal, the General Ledger accounts, as
well as the statements for the year ended on 31 December 2021, regarding:
the Financial Positions: Assets, Liabilities and Net assets/equity; the

Financial Performance: Revenue, Expenses; Surplus.

Specifically, he verified: the control on the Statements and the resources
regularly utilized for the activities; the appropriateness of the accounting
operations, the costs for the operating activities and the disclosures that are
in compliance with the financial regulations and IPSAS; the right financial
position of ICRANet, satisfactory at December 31, 2021; the Statements and

the other documents audited are free from irregularity or error.

According to internal auditor report, the accounting system has been
implemented, as well as the satisfactory control on the expenditures and

costs; the planned activities found effective fulfilment.

Regarding the follow-up of previous recommendations of Italian Court of
Auditors, in the Report at December 31, 2021 Annex 1 and the previous ones
matters on financial procedures indicated at December 31, 2014, the internal
audit noted that only five recommendations have not yet been implemented
by ICRANet. Moreover, the Administration continued to improve its

financial management.

The Report points out the regularity of the documents and operations of the
ICRANet accounts that are in compliance with the Financial Regulations
and IPSAS rules.
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119.

120.

121.

The report has issued only a recommendation related to the management
of the voluntary funds (Recommendation: it is relevant to try to identify

some funding partners that can offer long-term commitments.

The new model of the three lines (issued by the IIA in 2020) states that, as

the third line, the “Internal audit:

- Maintains primary accountability to the governing body and
independence from the responsibilities of management.

- Communicates independent and objective assurance and advice to
management and the governing body on the adequacy and effectiveness
of governance and risk management (including internal control) to
support the achievement of organizational objectives and to promote and
facilitate continuous improvement.

- Reports impairments to independence and objectivity to the governing

body and implements safeguards as required”.

According to this model, we have the opinion that a full self-assessment, on

a regular basis, is required.

Recommendation n. 12

122.

123.

Considering that the regular self-assessment, envisaged by the standards,
has never been performed, we recommend that the Internal Auditor carry
out, as soon as possible, a full self-assessment with external quality review,
to verify its compliance with all IIA standards and with the three lines
model, in order to support regular improvement of the Internal Audit

function, determining all actions required.

We also recommend that, after this exercise, which should be performed at
least each five years, the Internal auditor start to carry out the annual self-

assessment.

Reply of Management

The Internal Auditor will carry out, as soon as possible, a full self-assessment

with external quality review, to verify its compliance with all IIA standards and

with the three lines model, in order to support regular improvement of the

Internal Audit function, determining all actions required.
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FOLLOW UP TO PREVIOUS RECOMMENDATIONS

124. Annex I collects all our previous recommendations and the comments
received from ICRANet Management at the time of the delivery of the
Report.

125. The recommendations that are evaluated as “closed” will not be included

in next year’s Audit Report, unless they need an annual follow-up.
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