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Report of Factual Findings

V.V. Stepanenko, General Director of

State Organization ORegional Fund for the Support of
the Entrepreneurship of Zaporyzhzhya Regioné

69057, Ukraine, Zaporozhye, 40 rokiv Radianskoi Ukrainy str., 90, of. 27

28.05.2014

Dear V.V. Stepanenko

In accordance with the terms of reference dated 04.05.2014 that you agreed upon, we provide our Report
of Factual Fi ndi melpted to thé dceompRreyipgoFinandigl Report for the period covering
28 May 2013 6 15 May 2014 (Annex 1 of this Report). You requested certain procedures related to your
Financial Report and the European Community financed Grant Contract concerning «CerTour» (Quality
Certification System in Agrotourism) No. 2.1.2.75741.353 M ISETC No0.2634 DGCTE 31422/16.02013 (othe
Grant Contract 6).

Obijective

We committed to perform the expenditure verification which implied certain agreed-upon procedures
with regard to the Financial Report. The objective of th e expenditure verification is for us to carry out the
agreed procedures and to submit a report of factual findings.

Standards and Ethics
Our involvement was conducted in accordance with:

- I nternational Standard on R Engamemerds tdS gerfovm Ageesd-ugod | SRS
Procedures regarding Financial Information as promulgated by the International Federation of
Accountants (61 FAC) ;

- the Code of Ethics for Professional Accountants issued by the IFAC. Although ISRS 4400 provides that
independence is not a requirement for agreed -upon proceduresd engagements, the Joint Managing
Authority requires that the auditor also complies with the independence requirements of the Code of
Ethics for Professional Accountants;

Procedures performed

As requested, we have performed the procedures listed in Annex 2A of the ter ms of reference for this
engagement (see Annex 2 of this Report).

These procedures have been determined solely by the Joint Managing Authority and the procedures were
performed solely to assist the Joint Managing Authority in evaluating whether the expend iture claimed by
you in the accompanying Financial Report is eligible in accordance with the terms and conditions of the
Grant Contract and Partnership Agreement.

Because the procedures performed by us did not constitute either an audit or a review made in
accordance with International Standards on Auditing or International Standards on Review Engagements,
we do not express any assurance on the accompanying Financial Report.

Had we performed additional procedures or had we performed an audit or review of th e financial
statements of the Beneficiary/Partner in accordance with International Standards on Auditing, other
matters might have come to our attention that would have been reported to you.

Sources of Information

The Report contains information provided by you in response to our questions or obtained and extracted
from your accounts and records.
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Factual Findings

The total expenditure which is the subject of this expenditure verification amounts to 17,039.07 € for the
interim period (28.05.2013-15.05.2014).

The Expenditure Coverage Ratio is 100%. This ratio represents the sum total of expenditure verified,
expressed as a percentage of the total expenditure that was subject to verification. The latter amount is
equal to the total amount of expenditure you reported in the Financial Report and claimed for deduction
from the sum total of pre-financing paid by the Joint Managing Authority/Beneficiary.

We report the details of our factual findings which result from the procedures that we performed in
Chapter 2 of this Report.

Use of this Report
This Report is solely for the purpose set forth in the above objective.

This report is prepared solely for your own confidential use and for the purpose of submission to the Joint
Managing Authority/Beneficiary due to the requirements set forth in Article 15 of the General Conditions
of the Grant Contract and Article 5 of the Partnership Agreement. This report may not be relied upon for
any other purpose, nor may it be distributed to any other parties.

The Joint Managing Authority is not a party to the agreement (the terms of reference) between you and
us and therefore we do not owe or assume a duty of care to the Joint Managing Authority who may rely
upon this expenditure verification report at its own risk and discretion. The Joint Managing Authority can
assess for itself the procedures and findings reported and draw its own conclusions from the factual
findings.

The Joint Managing Authority may only disclose this Report to other parties, invested with regulatory
rights of access, in particular - the European Commission, the European Anti-Fraud Office and the
European Court of Auditors.

This Report deals only to the Financial Report specified above and does not relate to any of your financial
statements.

We look forward to discussing our Report with you and would be pleased to provide any further
information or assistance required.

Yours sincerely

Valeriy Novoselov, Director of Audit\Fi any “Mirage”, the Auditor
Certificate "A" No. 004022

Date of signature: 28 May, 2014
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1 Information about the Grant Contract and Partnership Agreement

Name of the Partner ORegional F u n Guppdito of thé h e
Entrepreneurshinp of Zapor
(hereinafter, ORFSEOG)

Country Ukraine

Place

90 Sorok rokiv Radianskoi Ukrainy str., office 27
69057, Zaporizhia, Ukraine

Legal basis

Regulation (EC) No 1638/2006 of the European Parliament and Council, as of October 24, 2006, laying
down general provisions establishing European Neighbourhood and Partnership Instrument

Commission Regulation (EC) No 951/2007as of August 9, 2007, laying down the implement ation rules for
crossborder cooperation programs financed under Regulation (EC) No 1638/2006 of the European
Parliament and Council laying down general provisions establishing a European Neighbourhood and
Partnership Instrument. The Joint Operational Programme 0 Bl ack S2@1320,07adopted
European Commisson by the Decision no. 7406/27.11.2008.

Reference number and date of the Grant Contract: 2.1.2.75741.353 MISETC no. 2634 DGCTE 31422/
16.04.2013.

Grant contract title and acronym:  Title: Quality Certification System in Agrotourism. Acronym: CerTour
Start and end dates of the Action:  28/05/2013 - 28/05/2015

Total cost of the Action: 529 . 648, 00 @

Beneficiary 6 Lead Partner: Municipality of Xanthi, Greece; 6 Mavromichali Str. GR 67100 Xanthi,
Greece.

Country/Countries and Regions where the Action or part of it is implemented: Greece 8 Anatoliki
Makedonia 6 Thraki; Bulgaria 0 Varna and surounding rural areas; Armenia 0 Yerevan and surrounding
rural areas; Georgia & Thilisi and surrounding rural areas; Moldova & Region laloveni; Ukraine -
Zaporoshdye and surrounding rural areas

Other partners include:

Black Sea Economic Centre

Partner 1 43 Osmi Primorski Polk, 9000, Varna, Bulgaria
Partner 2 OEcotourism Associationo
2 H. Hakobyan Str.,, Apt. 22, 0033 Yerevan,
Armenia
International Centre for Social Research and Policy
Partner 3 )
Analysis
52 Razmadze Str., 0179, Thilisi, Georgia
Partner 4 Suruceni Village Administration
MD 6827, Suruceni Village, laloveni region, Moldova
Partner 5 Regional Fund for the Support of the

Entrepreneurship of Zaporyzhzhya Region
90 Sorok rokiv Radianskoi Ukrainy str., office 27,
69057, Zaporizhia , Ukraine

Reference number and da te of the Partnership Agreements
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Partner 1: 25/2/2013 (signed by Beneficiary) and 27/2/2013 (signed by Partner 1)
Partner 2: : 18/2/2013 (signed by Beneficiary) and 22/2/2013 (signed by Partner 2)
Partner 3: 12/2/2013 (sign ed by Beneficiary) and 15/2/2013 (signed by Partner 2)
Partner 4: 25/2/2013 (signed by Beneficiary) and 28/2/2013 (signed by Partner 2)
Partner 5: 18/2/2013 (signed by Beneficiary) and 21/2/2013 (signed by Partner 2)

Information about the Budget

Budget item Sum 12
months, 0
Human Resources
1.1 Technical Staff
1.1.6 Regional coordinator Ukraine (activity 5.3) (working 10% over a 24 months a 2 4
period, part time salary 200 Euro)
1.2 Administrative and support staff
1.2.6 Regional financial manager Ukr aine (activity 5.4) (working 5% over a 24 months a 1 2
period, part time salary 100 Euro)
Subtotal Human Resources a 3 60
2. Travel
2.1 Travel
2.1.1.5 Travel: Joint trainers @training program (activity 2.2). 2 trainees from a 1 o0
Ukraine will tr avel to BG to attend the training program
2.1.4.5 Travel: Kick off meeting (activity 5.1). Two representatives from Ukraine will a 1 0
travel to Greece to attend the meeting
2.1.5.6 Travel: Steering committee meetings (activity 5.2). Two  representatives a 2 0
from Ukraine will travel to Bulgaria and Moldova to attend the respective meetings
Subtotal Travel a 4 00
3. Equipment and supplies
4. Offices
5. Subcontracted services
5.1.3.6 External experts: Adaptation of the com mon standard to special conditions in 0 6 000,00
Ukraine. Local standard composition (activity 2.3) (2 experts working for 2 months -
mont hly fee 30000)
5.2 Publications, studies, research
5.2.1.7 Study of the current status in Ukraine (activity 1.1) 0 2 000,00
5.2.2.7 Study of the customer needs and expectations - Data collection in Ukraine a 2 0
(activity 1.2)
5.2.4.6 Best practices research in 3 countries (activity 1.4) a 1 o0
5.3 Costs for expenditure verification 11
5.3.6 Costs for expenditure verification in Ukraine (activity 5.5) 0 500,00
5.8 Visibility actions **
5.8.1 Brochure promoting the project (activity 4.1) a 3 0
5.8.4.6 Local project promotion and dissemination of results in Ukraine - Press a 3 0
releases, inserts in newspapers, presentation in regional TV channels etc - 10 actions
during the project (activity 4.4)
Subtotal Subcontracted services 0 17 500,00
Financial Report on External Actions of the European Community
| mpl emented by ORegional Fund for the Support of the

Regi ono, Ukraine
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6. Other
Subtotal Other a o,

7. Subtotal direct eligible costs of the Action (1  -6) a 19 6

8. Provision for contingency reserve (maximum 2% of 7.Subtotal direct eligible costs
of the Action)

8.6 Provision for contingency reserve 0 916.00
9. Total direct eligible costs of the Action (7+8) a 19 6
10. Administrative costs (maximum 7% of 9. Total direct eligible costs of the

Action)14

10.6 Administrative cost a 1 6

)

11. Total eligible costs (9+10) 72329,00

2 Procedures performed and Factual Findings
2.1 Terms and Conditions of the Grant Contract and Partnership Agreeme nt

We performed specific procedures listed in Annex 2A of the terms of reference for the expenditure
verification (‘'ToR') . These procedures cover:

1 General Procedures
2 Procedures to verify conformity of Expenditure with the Budget and Analytical Review
3 Procedures to verify selected Expenditure

We applied the rules for selection of expenditure and the principles and criteria for verification coverage
as set out in Annex 2B (sections 3 and 4) of the ToR for this expenditure verification.

Due to the limi ted number of primary documents we did not use the Audit sampling. That is we
performed the full verification of costs.

The total expenditure verified by us amounts to 17,039.07 0 ais summarised in the table below. The
overall Expenditure Coverage Ratio is 100%.

We verified the selected expenditure as shown in the above summary table . For each expenditure item
selected we have carried out the verification procedures specified in point 3.1 to 3.7 of Annex 2A of the
ToR.

We report our factual findings r esulting from these procedures below :
1 General Procedures

1.1 Terms and Conditions of the Grant Contract and Partnership Agreement

We obtained an understanding of the terms and conditions of this Grant Contract and Partnership
Agreement in accordance with the guidelines in Annex 2B (section 2) of the ToR.

We received copies of the original Grant contract (signed by the Beneficiary and the Joint Managing
Authority) and Partnership Agreement.

We have received and reviewed the report, which include d a detailed description of the financial
section in accordance with Article 2.1 of the General Conditions and Article 5.2 of the Partnership
Agreement.

1.2 Financial Report
- The Financial Report conforms to the model in Annex VI of the Grant Contract;

- TheFinand al Report covers the part of the Action i mp!
responsibility, regardless of which part of it is financed by the Joint Managing Authority;

- The Financial Report is drawn up in the language of the Grant Contract;

- The proof of the transfers of ownership of equipment is annexed to the final Financial Report.

Financial Report on External Actions of the European Community
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13

14

15

2.1

2.2

3.1

Rules for Accounting and Record Keeping

In the course of when performing the procedures listed in this Annex w e concluded that the
Beneficiary/Partner has ¢ omplied with the accounting rules and record keeping of Article 16 of the
General Conditions the Grant Contract and Article 7 of the Partnership Agreement:

- The accounts kept by the Beneficiary/Partner for the implementation of the Action are a
complete and accurate record of the real and authorised transactions financed by the grant;

- The Beneficiary/Partner ha s a double-entry book -keeping system;
- The accounts for income and expenditure relat ed to Action are easily identifiable and verifiable;

- Interests on funds paid by the Joint Managing Authority/Beneficiary are not accrued.

Reconciling the Financi al Report to the Beneficiar
We verified the reconciliation of the financial report to the accounting syste  m and records of the
CSC.The information in the Financi al Report correspo

accounting system and records in particular in general ledger accounts.

Exchange Rates

We verified the exchange rates used to tr anslate transactions recorded in Ukrainian hryvnia to Euros
for inclusion in the financial report.  Amounts of expenditure incurred in a currency other than Euro
have been converted at the exchange rate which is made up of the average of the rates published in
InforEuro for the months covered by the Financial Report (from 28 May2013to 15 May 2014).

Procedures to verify conformity of Expenditure with the Budget and Analytical Review

Budget of the Grant Contract

We carried out an analytical review of the expenditure s.

We compared the budget stated in the financial report with the budget approved in the grant
contract. Incurred expenditures that were indicated in the Financial Report, were provided in the
budget of the Grant Contract.

Amendments to the Budget of the Grant Contract

We inquired if there were any amendments to the budget for this reporting period and were informed
that there were no such amendments.

Procedures to verify selected Expenditure

We reported further below all the exceptio ns resulting from the verification procedures specified in
point 3.1 dto 3.7 of Annex 2A of the ToR for this expenditure verification , insofar these procedures
did apply to the selected expenditure item.

We quantified the amount of the verification except ions found and the potential impact on the EC
contribution, should the Commission declare the expenditure item(s) concerned ineligible (where
applicable - taking into account the percentage of funding of the Commission and the impact on
indirect expenditur e (e.g. administrative costs)). We reported all exceptions found including the ones
of which we cannot quantify the amount of the verification exception found and the potential impact

on the EC contribution.

Eligibility of Costs

For each expenditure item selected, w e verified the eligibility criteria set  forth in procedure 3.1 in
Annex 2A of the ToR.

We verified that the expenditure for a selected item was actually incurred by and pertains to the
Beneficiary/Partner. For this purpose we examined suppo rting documents (e.g. invoices, contracts,
tickets, details of calculation salaries and mandatory contributions to it) and proof of payment.



We also examined proof of work done, goods received or services rendered and verified the existence
of assets (purchased equipment).

Expenditures for all items were incurred during the implementation period of the Action.

Having examined the nature of the costs in supporting documents, we consider that the costs for all
elements were necessary for action under contract activity.

All expenditures for selected items werer ecor ded i n the Beneficiary's/ Pa
accordance with the applicable accounting standards of Ukraine.

3.2 Costs actually incurred (Article 14.1)

We verified that the expenditure f or a selected item was actually incurred by and pertained to the
CSC. No factual findings have arisen from this procedure.

3.3 Eligibility of Direct Costs (Article 14.2)

Having examined the nature of the expenditures for the selected items, we consider that costs
headed in articles from 1 to 6 as direct costs of the Financial Report are covered by the direct costs
as defined in Article 14.2 of the Grant Contract.

3.4 Provision for Contingency Reserve (Article 14.3)

We verified that no provision for continge ncy reserve is included in this financial report. No factual
findings have arisen from this procedure.

3.5 Administrative costs (Article 14.4)

We verified the sum of actual indirect costs to cover the administrative overheads (heading 10
Financial Report). The actual costs constituted 1831,71 Euro, which exceeds the costs approved in
the budget by 271,31 Euro.

3.6 Contributions in kind (Article 14.5)
We verified that the costs in the Financial Report do not include contributions in kind. Contributions
in kind were not implemented.

3.7 Non-eligible costs (Article 14.6)

We verified that the expenditure for the selected items did not concern a non -eligible cost as
described in Article 14.6 of the General Conditions and Article 6.6 of the Partnership Agreement
Nonteligible costs, in particular indirect taxes, including VAT, of the costs structure are not included.

Revenues of the Action

3.7 We examined whether revenues which should be attributed to the Action (including inter alia grants
and funding received from other donors, and other revenue generated by the Beneficiary in the
context of the Action , such as for example, interest earned) had been allocated to the Action,
recorded in the accounting system and disclosed in the Financial Report. No factual find ings have
arisen from this procedure.

Annex 1 Financial Report

Annex 2 Terms of Reference for Expenditure Verification
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Annex 1 Financial Report for the Grant Contract

State Organization " Regional Fund
for the Support of the
Entrepreneurship of Zaporyzhzhya
Region”, UKRAINE

Ref. N0.2.1.2.75741.353 Mis-ETC No.2634 DGCTE 31422/16.04.2013 (the ‘Grant Contract’ External actions of the European Union No.2.1.2.75741.353 Quality Certification System in

Agrotourism ‘CerTour’)

Implementation period of the contract 24 months (04/2013-05/2015)

Quarterly financial report:
period covered 28th of May 2013 - Realiocatisn
14
15thiofMay 20 Budget as per contract/rider and use of Expenditures incurred
contingencies
Per currency EURO jlotal f?r: éﬁipeﬂod
RFSE Ukraine P5
Cumulated
Exchange rate for the 11,548 Exchange Clmuiated COS:S (tfl";m
period rate costs (before | . Starto
Tt implementatio
n to present
report) (in
EUR) report
allo Units Totalicost included) (in
wed use of . total # EUR)*
Expenditures Unit n.of Unit cost Costs reall | conting n.of Unit cost (in Total cost (in Total cost el of the
units (in EUR) (in EUR) e units currency n’1) currency n‘1) (in EUR) e pe;isg)(in
on cies
®)= Sum Uk . :
(a) (b) (a)*(b) (dy) (e4) (f1)=(d1)*(e1) (f1)*(Fx- (dradn) Sum (i) (h)+(i)
rate;) R (81480)
1. Human Resources(gross amount) o -
1.1 Technical Staff B o - - -
1.1.6 Regional coordinator Ukraine
(activity 5.3) (working 10% over a " . 5 .
24 months period, part time salary month 1,2 €2 000.00 € 2 400,00 27 347,022 €2369,76
200 Euro) L
S| SS——— | I . —le— SESEP TR — — e
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1.2.6 Regional financial manager
Ukraine (activity 5.4) (working 5%
over a 24 months period, part time
salary 100 Euro)

month

0,6

€2 000,00

€1 200,00

13 528,528

€1172.32

Subtotal Human Resources

€ 3 600,00

40 875,548

€ 3542,07

2. Travel

2.1 Travel

2.1.1.5 Travel: Joint trainers
training programme (activity 2.2). 2
trainees from Ukraine will travel to
BG to attend the training
programme

person/
travel

€500.00

€1 000,00

2,00

4138,102

8276,202

€717,18

2.1.4.5 Travel: Kick off meeting
(activity 5.1). Two representatives
from Ukraine will travel to Greece
to attend the meeting

person/
travel

€ 500,00

€1 000,00

2,00

3 881,322

7762,648

€672,67

2.1.5.6 Travel: Steering committee
meetings (activity 5.2). Two
representatives from Ukraine will
travel to Bulgaria and to Moldova to
attend the respective meetings

person/
travel

€ 500,00

€2 000,00

2,00

1.496,282

2992,568

€259.32

Subtotal Travel

€ 4 000,00

19 031,408

€1649,17

3. Equipment and supplies®

4. Offices

5. Subcontracted services

Financial Report on External Actions of the European Community
implemented by “Regional Fund for the Support of the Entrepreneurship of Zaporyzhzhya Region”, Ukraine
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5.1.3.6 External experts: Adaptation
of the common standard to special
conditions in Ukraine. Local
standard composition (activity 2.3)
(2 experts working for 2 months -
monthly fee 3000€)

Per
expert

€3 000,00

€ 6 000.00

5.2 Publications, studies, research

5.2.1.7 Study of the current status
in Ukraine (activity 1.1)

Per
item

€2 000,00

€ 2 000.00

21 268.208

€1843.00

5.2.2.7 Study of the customers
needs and expectations - Data
collection in Ukraine (activity 1.2)

Per
item

€2 000,00

€2 000.00

21 156,008

€1833.28

5.2.4.6 Good practices research in
3 countries (activity 1.4)

Per
item

€1000.00

€ 1 000,00

10 578,008

€916,64

Subcontracted publications,
studies, research

€5 000.00

53 002,202

€4592,92

5.3 Costs for expenditure
verification11

5.3.6 Costs for expenditure
verification in Ukraine (activity
5.5)

Per
service

€500,00

€ 500,00

6 436,702

€557,77

cyma 5.3

€500.,00

6 436,702

€557,77

5.8 Visibility actions'’

5.8.1 Brochure promoting the
project (activity 4.1)

Per
action

€3 000,00

€ 3 000,00

31 249,502

€2707.93

5.8.4.6 Local project promotion
and dissemination of results in
Ukraine - Press releases, inserts in
newspapers, presentation in
regional TV channels etc - 10
actions during the project (activity
4.4)

Per

action

o

€ 500,00

€3 000.00

Subtotal visibility actions

€ 6 000,00

Financial Report on External Actions of the European Community
Implemented by “Regional Fund for the Support of the Entrepreneurship of Zaporyzhzhya Region™, Ukraine
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24 897,952

€2157.53

56 147,452

€ 4 865.46
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