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Report of Factual Findings
TO THE CONTRACTING AUTHORITY
European Commission 
Delegation of the European Commission in Bosnia and Herzegovina

Skenderija 3a, Sarajevo
71000 Bosnia and Herzegovina
<dd Month yyyy>

Dear Mr Nogal
In accordance with the terms of reference dated 24 November 2010 that you agreed with us, we provide our Report of Factual Findings (“the Report”), with respect to the accompanying Records of Expenditures for the periods included in the table below (see also Annex 1 of this Report). You requested certain procedures to be carried out in connection with the Records of Expenditure
 and the European Community financed Contracts and grant schemes concerning the contract and grant schemes listed below ‘Contracts and grant schemes.’
	Contract number
	From
	To

	2006/124-365 - Action Grant
	01/09/2006
	01/12/2008

	2006/124-619 - Action Grant
	01/09/2006
	01/12/2008

	2006/124-907 - Action Grant
	01/09/2006
	01/12/2008

	2007/138-483 - Services
	14/04/2007
	15/10/2007

	2007/138-484 - Services
	14/04/2007
	15/04/2008

	2007/138-485 - Services
	14/04/2007
	14/10/2007

	2008/171-286 - Services
	10/12/2008
	11/06/2009

	2008/171-339 - Services
	05/12/2008
	06/06/2009

	2008/171-398 - Services
	17/12/2008
	18/06/2009


Objective

Our engagement was an expenditure verification which is an engagement to perform certain agreed-upon procedures with regard to the Records of Expenditures for the above mentioned Contracts and grant schemes. The objective of this expenditure verification is for us to carry out certain procedures to which we have agreed and to submit to you a report of factual findings with regard to the procedures performed. 

Standards and Ethics

Our engagement was undertaken in accordance with:

-
International Standard on Related Services (‘ISRS’) 4400 Engagements to perform Agreed-upon Procedures regarding Financial Information as promulgated by the International Federation of Accountants (‘IFAC); 

-
the Code of Ethics for Professional Accountants issued by the IFAC. Although ISRS 4400 provides that independence is not a requirement for agreed-upon procedures engagements, the Contracting 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 only performed the procedures listed in Annex 2 of the terms of reference for this engagement. 

These procedures have been determined solely by the European Commission and the procedures were performed solely to assist the European Commission in evaluating whether the expenditure claimed for the Contracts and grant schemes in the accompanying Records of Expenditures is eligible in accordance with the terms and conditions of the Contracts and grant schemes.

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 Record of Expenditure.

Had we performed additional procedures or had we performed an audit or review of the Records of Expenditures for the Contracts and grant schemes 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 sets out information provided to us by the contractor in response to specific questions or as obtained and extracted from their accounts and records.
Factual Findings

The total expenditure which is the subject of this expenditure verification amounts to

	Contract number
	Value €

	2006/124-365 - Action Grant
	130,644.25

	2006/124-619 - Action Grant
	130,319.50

	2006/124-907 - Action Grant
	130,945.43

	2007/138-483 - Services
	15,000.00 

	2007/138-484 - Services
	25,000.00 

	2007/138-485 - Services
	11,925.00 

	2008/171-286 - Services
	9,984.00 

	2008/171-339 - Services
	 9,984.00 

	2008/171-398 - Services
	9,984.00 


The Expenditure Coverage Ratio is 73.99%.  This ratio represents the total amount of expenditure verified by us expressed as a percentage of the total expenditure which has been subject of this expenditure verification. The latter amount is equal to the total amount of expenditure reported for the Contracts and grant schemes in the Records of Expenditures and claimed for deduction from the total sum of pre-financing under the Contracts and grant schemes as per the Request for Payment of:

	Contract number
	Date of request for payment

	2006/124-365 - Action Grant
	16/12/2008

	2006/124-619 - Action Grant
	20/12/2008 

	2006/124-907 - Action Grant
	20/12/2008

	2007/138-483 - Services
	04/03/2008

	2007/138-484 - Services
	30/04/2008

	2007/138-485 - Services
	30/10/2007

	2008/171-286 - Services
	14/04/2009

	2008/171-339 - Services
	22/04/2009

	2008/171-398 - Services
	27/04/2009


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 the use of the European Commission This report may not be relied upon by you for any other purpose, nor may it be distributed to any other parties. 

The Contracting Authority may only disclose this Report to others who have regulatory rights of access to it in particular the European Commission, the European Anti Fraud Office and the European Court of Auditors.

This Report relates only to the Records of Expenditures specified above and does not extend to any of the financial statements for the Contracts and grant schemes.

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

Yours sincerely

Littlejohn LLP
<dd Month yyyy>
Information about the Contracts and grant schemes
We were asked to review nine grant schemes in relation to three institutions who worked with Kyodo in the implementation of the contractual activities.  The three institutions which signed the agreements with the Contracting Authority, and the related contracts are:

	Faculty
	Grant Scheme

	Pravni fakultet Sveucilista u Mostaru, (Faculty of Law of University of Mostar)
	2007/138-483 – Services

	
	2006/124-365 - Action Grant

	
	2008/171-286 – Services

	Pravni fakultet Banja Luka (Faculty of Law Banja Luka)
	2008/171-339 – Services

	
	2007/138-484 – Services

	
	2006/124-907 - Action Grant

	Ekonomski fakultet u Brčko (Faculty of Economics, Brčko)
	2007/138-485 – Services

	
	2006/124-619 - Action Grant

	
	2008/171-398 – Services


A detailed description of each grant scheme can be found in Annex 1.1 to 1.9.  

Contracts were signed with each of the above faculties, which are each a member of the NET+ partnership, along with the Kyodo Institute, a registered social entity based in Sarajevo.  The initial intention was that Kyodo would provide technical expertise, and a memorandum of understanding to this effect was signed with each faculty.  Kyodo was named as a partner in all contracts.  
However, we understand that the faculties had difficulties with understanding the financial rules of the European Commission.  In addition, Kyodo was in a position to negotiate better contracts with suppliers by coordinating the finances of all three organisations.  As a result, a follow up agreement was signed with each faculty, transferring the responsibility for making payments to Kyodo.    Following this agreement, any money received from the European Commission was transferred on receipt to Kyodo by the faculties
All subsequent invoices were addressed to Kyodo with reference to the relevant faculty.  For the three Action Grants, Kyodo also took responsibility for all financial records.  

The faculties worked closely with Kyodo in determining the content of the information leaflets and training sessions.  However, the faculties arranged most of the activities themselves, liaising with the relevant authorities.    Kyodo therefore have financial management and reporting control over the grant schemes, but the faculties play a significant role in ensuring that the EC message reaches the right people in each region.    

The Project Manager at Kyodo is responsible for drafting the narrative and financial reports and for ensuring that the relevant financial rules are respected.  The Project Manager also undertook a weekly monitoring of budget to actual costs during the implementation of the Grant Awards.  

We understand that all contract activities were completed on time and to a good quality.  
Procedures performed and factual findings

We have performed the specific procedures listed in Annex 2 of the terms of reference for the expenditure verification of the Contracts and grant schemes ('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
No issues were identified that should be brought to the Contracting Authority’s attention.
The total expenditure verified by us and the overall Expenditure Coverage Ratio is summarised in the table below. 
	Contract number
	Value €
	Value verified €
	% Verified

	2006/124-365 - Action Grant
	130,644.25
	90,170.93
	69.02

	2006/124-619 - Action Grant
	130,319.50
	89,244.58 
	68.48

	2006/124-907 - Action Grant
	130,945.43
	89,250.99
	68.16

	2007/138-483 - Services
	15,000.00 
	15,000.00
	100.00

	2007/138-484 - Services
	25,000.00 
	25,000.00
	100.00

	2007/138-485 - Services
	11,925.00 
	11,925.00
	100.00

	2008/171-286 - Services
	9,984.00 
	9,984.00
	100.00

	2008/171-339 - Services
	 9,984.00 
	9,984.00
	100.00

	2008/171-398 - Services
	9,984.00 
	9,984.00
	100.00

	TOTAL
	473,786.18
	350,543.50
	73.99


For more detailed information please see Annex 1.1 to 1.9.  
We have verified the selected expenditure as shown in the above summary table and we have carried out, for each expenditure item selected, the verification procedures specified at point 3.1 to 3.5 of Annex 2 of the ToR for this expenditure verification.
We report our factual findings resulting from these procedures below 
1 General procedures

1.1 Terms and conditions of the Contracts and grant schemes
We have obtained an understanding of the terms and conditions of these Contracts and grant schemes by reviewing the Contracts and their Annexes, along with any other relevant documentation, namely Addendums and Side Letters.

No issues were identified that should be brought to the Contracting Authority’s attention.
1.2 Records of Expenditures for the Contracts and grant schemes
We verified that the Records of Expenditures complies with the reporting requirements of the Contract including the requirements of Section 4.1.3 (documents making up a Record of Expenditure) of the Practical Guide. 

We verified that the expenses reported in the Records of Expenditures comply with the relevant rules and regulations applicable to the Contract.
We verified that the Records of Expenditures is drawn up in the language of the Contract.

No formal Records of Expenditures was required for the six service agreements as these were undertaken under global price contracts.  There was no requirement to produce a detailed budget or to keep detailed financial records.  In these cases we have agreed that payment has been made in accordance with the request for payment of the relevant faculty.  

No issues were identified that should be brought to the Contracting Authority’s attention
1.3 Rules for accounting and record keeping
We verified whether the Contractor has complied with the main rules for accounting and record keeping, in accordance with Article 24.1 of Annex I ‘General Conditions for service contracts financed by the European Community’, more specifically:

· The accounts kept for the Contract are accurate and up-to-date

· The accounts and expenditure relating to the Contract are easily identifiable and verifiable

· The records and accounts cover all activities financed by all sources of financing

· The accounting records comply with generally accepted accounting principles.

For the six service agreements, there was no requirement to keep detailed financial records.  We have agreed income related to these contracts to bank statements and the general ledger on a sample basis.  

No issues were identified that should be brought to the Contracting Authority’s attention.
1.4 Reconciling the Records of Expenditures to the accounting system and records for the Contracts and grant schemes
Project accounts are maintained in Excel outside of the general ledger.  We have verified on a sample basis that the costs included within the project accounting records are reflected accurately in the general ledger of Kyodo.  
The relevant faculties do not maintain project accounts.
There was no requirement to maintain detailed financial records for the service grants.    

No issues were identified that should be brought to the Contracting Authority’s attention.

1.5 Exchange rates
We have verified that the exchange rate used to convert transactions in a currency other than the Euro have been done so based on the rate applied by the bank at the time of the bank transaction, with the exception of costs incurred in BAM (Bosnia-Herzegovina Convertible Mark) which has a fixed exchange rate with the Euro of 1.95583.


No issues were identified that should be brought to the Contracting Authority’s attention.

2 Procedures to verify conformity of expenditure with the budget and analytical review
We verified that the budget included in the Records of Expenditures corresponds to the budget of the Contract (and the subsequently amended budgets) for the Action Grants. 
For the service agreements, there was no requirement to keep financial records.  

No issues were identified that should be brought to the Contracting Authority’s attention.
2.1 Budget of the Contracts and grant schemes
We verified that the budget included in the Records of Expenditures corresponds to the budget of the Contract (and the subsequently amended budgets) for Action Grants.
There was no requirement to produce detailed budgets for the service agreements.  
No issues were identified that should be brought to the Contracting Authority’s attention.

2.2 Amendments to the budget of the Contracts and grant schemes
We have verified that the following addenda were issued for the Action Grants:
	2006/124-365 - Action Grant

	2006/124-619 - Action Grant

	2006/124-907 - Action Grant


These related to no cost extensions to allow the grants to run beyond their original end dates.  There were no budget amendments for the service agreements.  
2.3 Comparison of the budget to the record of expenditure

Details are included in Annex 1.1 to 1.9.  

� 'Record of Expenditure' refers to the subject of this expenditure verification as described at Section 3 of the ToR.





This report is established by request of the Contracting Authority which is the European. The views expressed in this report are those of the external auditor and in no way reflect the official opinion of the Contracting Authority and of the European Commission if the latter is not the Contracting Authority. 
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