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Report of Factual Findings

To: Management of IDIS “Viitorul”

We have performed the procedures agreed in our engagement letter dated 22 October 2009 and
enumerated below, which were agreed to by the management of Institute for Development and Social
Initiatives (IDIS) Viitorul (“the Beneficiary”) related to the Project “Stimulating civic responsibility
within the election campaign 2009” (“the Project”) solely to assist the Beneficiary in evaluating the
validity of the Financial Report for the period covering 13 October 2008 — 13 October 2009 for the
purpose of reporting to the European Commission (“the Contracting Authority”) in accordance with
Grant Contract External Actions of the European Community, represented by the European
Commission Delegation to Moldova (2008/166-342), the “Grant Contract” signed between European
Commission, represented by the European Commission Delegation to Moldova and IDIS “Viitorul”.
IDIS “Viitorul” is responsible for the reporting to the Contracting Authority.

Our engagement was undertaken in accordance with the International Standard on Related Services
4400 “Engagements to Perform Agreed-upon Procedures Regarding Financial Information” and in
compliance with the Code of Ethics for Professional Accountants issued by the International
Federation of Accountants.

The procedures were performed solely to assist you in connection to the purpose defined above. The
sufficiency of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described below
either for the purpose for which this report has been requested or for any other purpose. The
procedures performed are summarized below.

Procedures performed:

1 We obtained the Grant Contract-External Actions of the European Community-2008/166-342 and
the Financial Report for the period October 2008 - September 2009;

2 We compared the information in the Financial Report to the Project’s accounting system and
records for the period October 2008 — September 2009 (e.g. trial balance, general ledger accounts,
sub ledgers);

3 We compared monthly exchange rates that have been applied for currency conversions with the
rate made up by the average of the rates published in InforEuro for the months covered by the
relevant report;

4 We reconciled the budgeted expenses in the Financial Report with the Budgeted expenses of the
Grant Contract (authenticity and authorisation of the initial Budget) and compared the
expenditure incurred with expenses included in the budgeted expenses of the Grant Contract;

(9]

We compared the total amount claimed for payment by the Action and the maximum grant laid
down in Article 3.2 of the Special Conditions of the Grant Contract;
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We compared amendments to Budgeted expenses of the Grant Contract with the conditions for
such amendments (including where applicable the requirement for an addendum to the Grant
Contract) as set out in Article 9 of the General Conditions;

We compared total income and total expenditure for the Action for the period October 2008 —
September 2009;

We selected by biggest amount a sample of transactions for testing representing at least 65% of
the total expenditure and 10% of each expenditure heading and subheading in the Financial
Report; -

We reconciled expenditures from the sample with primary documents (bank statements, invoices,
waybills, contracts, acts of work done etc.) and checked if they have been classified under the
correct heading and subheading of the Financial Report;

We compared direct costs (costs deriving directly from the requirements of the Grant Contract
specifically for the purposes of the Action) from the sample with the terms and conditions of the
Grant Contract notably Article 14 of the General Conditions by performing the following
procedures :

e For the cost of staff assigned to the Project, corresponding to actual salaries plus social
security charges — reconcile expenditure incurred to the labor contracts specifying the
involvement of the person in the Project and acts of service receipt signed by Executive
Director;

e For other costs, i.e. travel and subsistence costs, purchase or rental costs for equipment and
supplies, costs of consumables, subcontracting expenditure and costs deriving directly from
the requirements of the Contract (dissemination of information, evaluation specific to the
Action, audits, translation, reproduction etc.) - reconcile expenditures incurred with primary
documents (contract, invoice etc.) stating that the expenses are linked to the Project.

For transactions from the sample we checked whether the Beneficiary has complied with
procurement, nationality and origin rules;

We checked that the administrative (indirect) costs do not exceed a maximum of 7% of the total
direct eligible costs;

We checked that the contingency reserve does not exceed 5% of the total eligible costs;

We checked that income (including, among others, non-reimbursable financing and funds received
from other donors and the income produced by the beneficiary within the Project) has been
correctly allocated to the Project according to Grant Contract and have been correctly presented in
the Financial Report.

We report our findings below:

a.

With respect to Procedure 1, we obtained the Grant Contract - External Actions of the European
Community-2008/166-342 and the Financial Report for the period 13 October 2008 - 13 October

2009;
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b. With respect to Procedure 2, we compared column “Expenditure incurred — Total cost for the
period (in EUR)” in the Financial Report to the Project’s accounting system and records for the
period 13 October 2008 - 13 October 2009 (e.g. trial balance, general ledger accounts, sub ledgers)
and found an exception to report: the Beneficiary kept separate accounting evidence of funds
received and spent for the Project, but only for the part financed by the European Commission.
However, the Beneficiary is required to keep evidence of all expenses of the Project. The
accounting evidence kept for all projects implemented by the Beneficiary and financed by other
donors does not allow identification of expenses related to the Project;

c. With respect to Procedure 3, we compared monthly exchange rates that have been applied for
currency conversions with the rate made up by the average of the rates published in InforEuro for
the months covered by the relevant report and found one exception: the average exchange rate was
made up by the average rates for the months October 2008 - September 2009, however, the
Project’s implementation period covers 13 October 2008-13 October 2009;

d. With respect to Procedure 4, we reconciled the budgeted expenses in the Financial Report with the
Budgeted expenses of the Grant Contract (authenticity and authorisation of the initial Budget) and
checked that the expenditure incurred was foreseen in the budget of the Grant Contract and found
the following exceptions:

* initial budget was not signed by Contracting Authority;

* approval of usage of contingency reserve in amount of EUR 1,540 for Design of printing
materials took place on 2 February 2009, however 50% of the amount was paid for materials
on 16 January 2009 and the Contract #CE/05 for services offered was signed on 16 January
before written approval by the donor of funds usage.

e. With respect to Procedure 5, we verified that the total amount claimed for payment by the
Beneficiary in amount EUR 161,160, including EUR 127,597 from Contracting Authority and
EUR 33,563 as contribution to the Project from other donors does not exceed the maximum grant
laid down in Article 3.2 of the Special Conditions of the Grant Contract in amount EUR 167,813
and found no exceptions as the result of the verification;

f. With respect to Procedure 6, we compared amendments to the Budgeted expenses of the Grant
Contract with the conditions for such amendments (including where applicable the requirement for
an addendum to the Grant Contract) as set out in Article 9 of the General Conditions and found the
exception: the revised budget was not signed by the Contracting Authority;

g With respect to Procedure 7, we compared income in amount EUR 161,160 including EUR
127,597 from European Commission (including EUR 20,197 not yet received) and EUR 33,563
allocated to the Project from other donors with expenditure for the Project in amount EUR
161,160;

h.  With respect to Procedure 8, we selected a sample of transactions with specific characteristics
(high value or unusual) for testing and arrived at an overall Expenditure Coverage Ratio of 73%
and for each incurred expenditure heading and subheading in the Financial Report of at least 16%;

i With respect to procedure 9, we reconciled expenditures from the sample with primary documents
(bank statements, invoices, waybills, contracts, acts of work done etc.) and checked if they have
been classified under the correct heading and subheading of the Financial Report and have to
report that the list of participants of “Training for trainers who organize regional debates” within
budget line 1.3.2 “Local” was not signed by participants;
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With respect to procedure 10, we compared direct costs (costs deriving directly from the
requirements of the Grant Contract specifically for the purposes of the Action) from the sample
with the terms and conditions of the Grant Contract notably Article 14 of the General Conditions
and found the following exceptions:

 expenses related to utilities and consumables in total amount of EUR 1,144 were consumed by
several projects implemented by Beneficiary and were allocated between these projects on the
basis of available budget line funds. We could not ascertain that consumables and utilities
(telephone, internet, electricity etc.) costs in total amount of EUR 1,144 have been incurred for
the intended purpose of the Project and that costs included in expenditure report are accurate;

e salary in amount of EUR 8,048 was paid to staff for activities performed within several
projects implemented by Beneficiary in the same period;

e studies (“Evaluation of financing of political parties and electoral campaigns in Republic of
Moldova” and “Constitutional mechanisms to overcome political crisis in Republic of
Moldova: theory and practice”) written within Project do not meet visibility requirement
stated in Article 6.1;

* Beneficiary did not calculate and paid medical insurance contribution for staff employed on
the basis of individual patents;

* Beneficiary included in expenditure report expenses in amount of EUR 1,200 related to office
rent, rent of projector and computers from Beneficiary for the period covering October 2008 —
October 2009, however no effective cash outflow took place. Additionally, in February 2009
the Beneficiary acquired projector and two laptops were which were completely charged on
the Project. We could not ascertain that acquired equipment was not also used by other
projects implemented by the Beneficiary in the period of Project implementation;

* Beneficiary included income tax expenses withhold from individuals as direct eligible cost in
Financial Report because income tax cannot be reclaimed by Beneficiary;

With respect to procedure 11, for transactions from the sample we verified whether the
Beneficiary has complied with procurement, nationality and origin rules, and found the following
exception:

* the Project did not require tenderers to present proof of nationality and origin rules, and
certification that they are not in one of the situations listed in point 2.4 of the Annex IV to the
Grant Contract;

With respect to procedure 12, we identified that the administrative (indirect) costs do not exceed a
maximum of 7% of the total direct eligible costs, and found no reportable exceptions;

- With respect to procedure 13, we identified that contingencies do not exceed 5% of the total

eligible costs, and found no reportable exceptions;

We checked that income for the period 13 October 2008 — 13 October 2009 (including, among
others, non-reimbursable financing and funds received from other donors and the income produced
by the beneficiary within the Project) has been correctly allocated to the Project according to Grant
Contract (80% of European Commission and 20% form other donors) and have been correctly
presented in the Financial Report and have no exceptions to report.
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Because the above procedures do not constitute either an audit or a review made in accordance with
International Standards on Auditing or International Standards on Review Engagements respectively,
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 the Financial
Report of the Beneficiary in accordance with International Standards on Auditing or International
Standards on Review Engagements respectively, other matters might have come to our attention that
would have been reported to you.

This report is intended solely for the confidential use of management of the Beneficiary and the
Contracting Authority and is not intended for use by those who have not agreed to the procedures and
taken responsibility for the sufficiency of the procedures for their purposes. This report relates only to
the Financial Report specified above and does not extend to any financial statements of the

Beneficiary.

AN G

KPMG Moldova S.R.L.
Chisinau, Republic of Moldova
2 December 2009

Ref: 09R041
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Financial Report
Project: wStimmlaling
Dencficiary: Institute for Development and Social Initiatives (11218) Viitorul
Contract pumber: 2008/166-342

Implenmnluliun period of the coniract: 13 Oclober 2008 — 13 October 2009

¢ responsibility within the election enmpaign 2009

Summary of Expenditures Incurred
(prepared using cash basis method)
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€T Costs, services™,
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M. 1gor Munteanuy, 4 i .
Exceutive Director of Tnstite for Development and Steial Initiatives (IDIS) Viitorul ' ) ' S
Date: 2 December 2009 ’ . " " P
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