





oversight set out in Directive 2006/43/EC of the European Parliament and of the Council (this
applies to auditors and audit firms based in an EU member state').

e The Auditor and/or the firm is registered as a statutory auditor in the public register of a
public oversight body in a third country and this register is subject to principles of public
oversight as set out in the legislation of the country concerned (this applies to auditors and
audit firms based in a third country).

2. SUBJECT OF THE ENGAGEMENT

The subject of this engagement is the final Financial Report in connection with the Grant
Contract for the period covering 01, January 2014 to 30, September 2014 and the action entitled
"Capacity building of All-Ukrainian Teachers and Trainer Association (UTTA) to improve
access to quality services of HIV/AIDS prevention among adolescent and support the integration
of children living with HIV/AIDS into schools", the 'Action'. Annex 1 to these ToR contains
information about the Grant Contract.

3. REASON FOR THE ENGAGEMENT

The Beneficiary is required to submit to the Contracting Authority an expenditure verification
report produced by an external auditor in support of the payment requested by the Beneficiary
under Article 15 of the General Conditions of the Grant Contract. The Authorising Officer of the
Commission requires this report as he makes the payment of expenditure requested by the
Beneficiary conditional on the factual findings of this report.

4. ENGAGEMENT TYPE AND OBJECTIVE

This expenditure verification is an engagement to perform certain agreed-upon procedures with
regard to the Financial Report for the Grant Contract. The objective of this expenditure
verification is for the Auditor to carry out the specific procedures listed in Annex 2A to these
ToR and to submit to the Beneficiary a report of factual findings with regard to the specific
verification procedures performed. Verification means that the Auditor examines the factual
information in the Financial Report of the Beneficiary and compares it with the terms and
conditions of the Grant Contract. As this engagement is not an assurance engagement the Auditor
does not provide an audit opinion and expresses no assurance. The Contracting Authority
assesses for itself the factual findings reported by the Auditor and draws its own conclusions
from these factual findings.

5. STANDARDS AND ETHICS
The Auditor shall undertake this engagement in accordance with:

— the International Standard on Related Services (‘ISRS’) 4400 Engagements to perform
Agreed-upon Procedures regarding Financial Information as promulgated by the [FAC;

— the IFAC Code of Ethics for Professional Accountants (developed and issued by IFAC's
International ~ Ethics Standards Board for Accountants (IESBA), which establishes
fundamental ethical principles for Auditors with regard to integrity, objectivity, independence,
professional competence and due care, confidentiality, professional behaviour and technical
standards. Although ISRS 4400 provides that independence is not a requirement for agreed-
upon procedures engagements, the Contracting Authority requires that the Auditor is
independent from the Beneficiary and complies with the independence requirements of the
IFAC Code of Ethics for Professional Accountants.

Directive 2006/43 of the European Parliament and of the Council of 147 May 2006 on statutory audits
of annual accounts and consolidated, amending Council Directives 78/660/EEC and 83/349/EEC and
repealing Council Directive 84/253 EEC.




6. PROCEDURES, EVIDENCE AND DOCUMENTATION

The Auditor plans the work so that an effective expenditure verification can be performed. The
Auditor performs the procedures listed in Annex 2A of these ToR (“Listing of specific procedures
to be performed’) and applies the guidelines in Annex 2B (Guidelines for specific procedures to
be performed). The evidence to be used for performing the procedures in Annex 2A is all
financial and non-financial information which makes it possible to examine the expenditure
claimed by the Beneficiary in the Financial Report. The Auditor uses the evidence obtained from
these procedures as the basis for the report of factual findings. The Auditor documents matters
which are important in providing evidence to support the report of factual findings, and evidence
that the work was carried out in accordance with ISRS 4400 and these ToR.

7. REPORTING

The report on this expenditure verification should describe the purpose, the agreed-upon
procedures and the factual findings of the engagement in sufficient detail in order to enable the
Beneficiary and the Contracting Authority to understand the nature and extent of the procedures
performed by the Auditor and the factual findings reported by the Auditor.

The use of the Model Report for an Expenditure Verification of an EU Grant Contract in Annex 3
of these ToR is compulsory. This report should be provided by the Auditor to Non-Governmental
Organisation Children's Fund "Health through Education" within 20 working days after the day
of signature of these ToR.

8. OTHER TERMS

The fee for this engagement shall be EUR 1 000 (the company is not VAT payer). This fee does
not include cost of any business trip expenses which the auditor may incur in connection with the
performance of this engagement. If the auditor incur such expenses they shall be compensated by
the Beneficiary based on copies of supporting primary documents, provided by the auditor.
Annex 1 Information about the Grant Contract

Annex 2A  Listing of specific procedures to be performed

Annex 2B Guidelines for specific procedures to be performed

Annex 3 Model report for an expenditure verification of an EU grant contract

For the Beneficiary: For the Auditor:

Signature Signature / )
Head of Board / Kushnir V. Director )/ Safinskiy V.
29.092014 |, 29.092014
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Annex 1

Information about the Grant Contract

Information about the Grant Contract

Reference number and date of the Grant
Contract

DCI-SANTE /2011 / 260-519
dated 27/12/2011

Grant contract title

Capacity  building of  All-Ukrainian
Teachers and Trainer Association (UTTA)
to improve access to quality services of
HIV/AIDS prevention among adolescent
and support the integration of children
living with HIV/AIDS into schools

Country

UKkraine

Beneficiary

Non- Governmental Organisation
Children's Fund" Health through
Education"

Registration number: 4125880634

135/7 Druzhba Narodov Avenue 03039
Kyiv — Ukraine

Budget line Contract

Budget line 5.3 (Annex 3: Budget for the

Action)
Legal basis for the Contract n\a
Start date of the Action 01/01/2012
End date of the Action 30/09/2014

Total cost of the Action

618,467.00 EUR

Grant maximum amount

494,773.60 EUR |

Total amount received to date by the | 443,703.00 EUR T
Beneficiary from Contracting Authority

Total amount of the payment request 530.87 EUR

Contracting Authority n\a

European Commission

Delegation the European Union to Ukraine
For the attention of

Head of contracts and Finance Section

Mr Holger Rommen

10 Kruhlo-Universytetska.

01024 Kyiv, Ukraine

Fax +380 44 253 45 47

Auditor

Audit Company “UHY Prostir Ltd”

24 Saksahanskogo Street — office 21
01033 Kyiv

Victor Safinskiy — partner
Svetlana Hitun — leading auditor
Alexandr Baranov — auditor assistant




Annex 2A  Listing of Specific Procedures to be performed

1. GENERAL PROCEDURES

1.1. Terms and Conditions of the Grant Contract

The Auditor obtains an understanding of the terms and conditions of the Grant Contract by reviewing the
Grant Contract and its annexes and other relevant information, and by inquiry of the Beneficiary. The
Auditor obtains a copy of the original Grant Contract (signed by the Beneficiary and the Contracting

Authority) with its annexes. The Auditor obtains and reviews the Report (which includes a narrative and a
financial section) as per Article 2.1 of the General Conditions.

1.2. Financial Report for the Grant Contract

_ The Auditor verifies that the Financial Report complies with the following conditions of Article 2 of
the General Conditions the Grant Contract:

— The Financial Report must conform to the model in Annex VI of the Grant Contract;

) ] — The Financial Report should cover the Action as a whole, regardless of which part of it is financed by
the Contracting Authority;

— The Financial Report should be drawn up in the language of the Grant Contract;

— The proof of the transfers of ownership of equipment, vehicles and supplies (Article 7.3 of the General
Conditions of the Grant Contract) should be annexed to the final Financial Report.

1.3. Rules for Accounting and Record keeping
« — The Auditor examines — when performing the procedures listed in this Annex - whether the
Beneficiary has complied with the following rules for accounting and record keeping of Article 16 of

the General Conditions the Grant Contract:

— The accounts kept by the Beneficiary for the implementation of the Action must be accurate and up-to-
date;

— The Beneficiary must have a double-entry book-keeping system;
— The accounts and expenditure relating to the Action must be easily identifiable and verifiable:

— The accounts must provide details of interest accrued on funds paid by the Contracting Authority.

’ 1.4. lliecon;iling the Financial Report to the Beneficiary's Accounting System and
ecords

The Auditor reconciles the information in the Financial Report to the Beneficiary’s accounting system
and records (e.g. trial balance, general ledger accounts, sub ledgers etc.) (See Article 16.1).

j Exchange Rates

The Auditor verifies that amounts of expenditure incurred in a currency other than the 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, unless otherwise provided in the Special Conditions of the Grant
Contract (Article 15.8 of the General Conditions)




2. PROCEDURES TO VERIFY CONFORMITY OF EXPENDITURE WITH THE BUDGET AND
ANALYTICAL REVIEW

2:1. Budget of the Grant Contract
The Auditor carries out an analytical review of the expenditure headings in the Financial Report.

The Auditor verifies that the budget in the Financial Report corresponds with the budget of the Grant
Contract (authenticity and authorisation of the initial budget) and that the expenditure incurred was
indicated in the budget of the Grant Contract.

2.2. Amendments to the Budget of the Grant Contract

The Auditor verifies whether there have been amendments to the budget of the Grant Contract. Where
this is the case the Auditor verifies that the Beneficiary has:

— requested an amendment to budget and obtained an addendum to the Grant Contract if such an
addendum was required (Article 9.1 of the General Conditions).

— informed the Contracting Authority about the amendment in case the amendment was limited (Article
9.2 of the General Conditions) and an addendum to the Grant Contract was not required.

3. PROCEDURES TO VERIFY SELECTED EXPENDITURE

3.1. Eligibility of Costs

The Auditor verifies, for each expenditure item selected, the eligibility criteria set out below.

(1) Costs actually incurred (Article 14.1)

The Auditor verifies that the expenditure for a selected item was actually incurred by and pertains to the
Beneficiary. For this purpose the Auditor examines supporting documents (e.g. invoices, contracts) and
proof of payment. The Auditor also examines proof of work done, goods received or services rendered
and he/she verifies the existence of assets if applicable.

2) Cut-off - Implementation period (Article 14.1a)

The Auditor verifies that the expenditure for a selected item was incurred during the implementation
period of the Action.

(3) Budget (Article 14.1b)
The Auditor verifies that the expenditure for a selected item was indicated in the Action budget.
(4) Necessary (Article 14.1c)

The Auditor verifies whether it is plausible that the expenditure for a selected item was necessary for the
implementation of the Action and that it had to be incurred for the contracted activities of the Action by
examining the nature of the expenditure with supporting documents.

(5) Records (Article 14.1d)

The Auditor verifies that expenditure for a selected item is recorded in the Beneficiary's accounting
system and was recorded in accordance with the applicable accounting standards of the country where the
Beneficiary is established and the Beneficiary's usual cost accounting practices.

(6) Justified (Article 14.1e)




The Auditor verifies that expenditure for a selected item is substantiated by evidence (see section | of
Annex 2B, Guidelines for Specific Procedures to be performed) and notably the supporting documents as
specified in Article 16.2 and 16.3 of the General Conditions of the Grant Contract.

(7) Valuation

The Auditor verifies that the monetary value of a selected expenditure item agrees with underlying
documents (e.g. invoices, salary statements) and that correct exchange rates are used where applicable.

(8) Classification

The Auditor examines the nature of the expenditure for a selected item and verifies that the expenditure
item has been classified under the correct (sub)heading of the Financial Report.

9) Compliance with Procurement, Nationality and Origin Rules

Where applicable the Auditor examines which procurement, nationality and origin rules apply for a
certain expenditure (sub)heading, a class of expenditure items or an expenditure item. The Auditor
verifies whether the expenditure was incurred in accordance with such rules by examining the underlying
documents of the procurement and purchase process. Where the Auditor finds issues of non-compliance
with procurement rules, he/she reports the nature of such events as well as their financial impact in terms
of ineligible expenditure. When examining procurement documentation the Auditor takes into account the
risk indicators listed in Annex 2B and he/she reports, if applicable, which of these indicators were found.

3.2, Eligibility of Direct Costs (Article 14.2)

If the expenditure for a selected item is recorded under one of the direct costs headings 1 to 6 of the
Financial Report, the Auditor verifies that this type of expenditure is covered by the direct costs as
defined in Article 14.2 by examining the nature of the expenditure items concerned.

3.3. Provision for Contingency Reserve (Article 14.3)

The Auditor verifies that the provision for contingency reserve (heading 8 Financial Report) does not
exceed 5% of the direct eligible costs of the Action and that the Beneficiary has obtained prior written
authorisation of the Contracting Authority for the use of this contingency reserve.

34. Administrative costs (Article 14.4)

The Auditor verifies that the indirect costs to cover the administrative overheads (heading 10 Financial
Report) do not exceed 2.67% of the total amount of eligible direct costs of the Action.

3:5. Contributions in kind (Article 14.5)

The Auditor verifies that costs in the Financial Report do not include contributions in kind. Contributions
in kind are not eligible costs.

3.6. Ineligible costs (Article 14.6)

The Auditor verifies that the expenditure for a selected item does not concern an ineligible cost as
ibed in Article 14.6 of the General Conditions. The Auditor verifies whether expenditure includes
ain taxes, including VAT. If this is the case the Auditor verifies that the Beneficiary (or, where
applicable the partners) cannot reclaim these taxes through an exemption system and/or a refund «a

posteriori. If this is the case, taxes can be considered as eligible costs, provided that the basic act which
finances the EU-contribution does not exclude payment of taxes.




&7 ) Accepted costs

Where the basic act which finances the EU-contribution excludes taxes as eligible costs, these taxes may
nevertheless be taken into consideration as co-financing by the grant beneficiary. The Auditor verifies
that the beneficiary (or, where applicable, the partners) cannot reclaim these taxes through an exemption
svstem and/or a refund a posteriori.

3.8, Revenues of the Action

The Auditor examines 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) have been allocated to the Action and disclosed
in the Financial Report. For this purpose the Auditor inquires with the Beneficiary and examines
documentation obtained from the Beneficiary. The Auditor is not expected to examine the completeness
of the revenues reported.




