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ln accordance with the terms of our engagement letter dated 12 Aptil202! with University of BelBrade,
hereinafter referred to as'the beneficiary', we hereby provide our lndependent Report of Factual
Findings - Type ll ('the Report'), as specified below.

We, GlobalAudit Services d.o.o., established in Bulevar despota Stefana 12, Belgrade, Serbia, represented
for signature of this Report by Marina Dimitrijevia, licensed certified auditor, have performed agreed-
upon procedures regarding the costs declared in the lnterim Financial Report of University of Belgrade,
the beneficiary, to which this Report is attached, and which is to be presented to the Education,
Audiovisual and Culture Executive Agency, hereinafter referred to as the Agency', under Grant
Agreement 2078-2579lOOf-OOl, Project number 598403-EPP-1-2018-1-RS-EPPKA2-CBHE-JP and its
Amendment for the following period from 15 November 2018 to 1 iune 2021. This engagement involved
performing the procedures listed in Annex 2 of the engagement letter, the results of which the Agency
uses to draw conclusions as to the eligibility of the costs claimed.

Standards and ethics

Our engagement was undertaken in accordance with:

the specific guidance provided by Agency;

lnternational Standard on Related Services (1SRS') 4400 Engogements to perform Agreed-upon
Procedures regording Finoncial lnformotion as promulgated by the lnternational Federation of
Accountants ('IFAC');

the Code of Ethics for Professiondl Accountonts issued by the IFAC. Although ISRS zl4OO provides that
independence is not a requirement for agreed-upon procedures engagements, the Agency requires
that the auditor also complies with the independence requirements ot the Code of Ethics for
P rofe s s io no I Acco u nto nts.

Mati6nrbrol: l7l93015. PlBr I00040745 .IekuCiraaun: I 70-30006666O0G63 .Unicredit Eank Srbija a.d. Beoqrad
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Procedures performed

As requested, we have only performed the procedures listed in Annex 2 to the engagement letter

These procedures have been determined solely by the Agency and were performed solely to assist the
Agency in evaluating whether the expenditure claimed by the beneficiary in the accompanying lnterim
Financial Report has been claimed in accordance with the Grant Agreement. The auditor is not
responsible for the suitability and appropriateness of these procedures.

Because the procedures performed by us did not constitute either an audit or a review made in
accordance with lnternational Standards on AuditinB or lnternational Standards on Review Engagements,
we do not express any assurance on the lnterim Flnancial Report.

Had we performed additional procedures or had we performed an audit or review of the lnterim
Financial Report of the beneficiary in accordance with lnternational Standards on Auditing, other matters
might have come to our attention that would have been reported to you.

Sources of information

Factualfindings

The above-mentioned lnterim Financial Report was examined and all procedures specified in Annex 2 to
our engagement letter were carried out.

The total expenditure which is the subject of this expenditure verification amounts to EUR 330,514.39.
The Expenditure Coverage Ratio verified by us amounts to 73.69%.

On the basis ofthe results ofthese procedures, we found:

We report the details of the exceptions which result from the procedures that we performed in Annex 1

of this Report.

Use of this report

This Report is prepared solely for the confidential use of the beneficiary and the Agency and solely for the
purpose of submission to the Agency in connection with the requirements as set out in Articles 1.4 of the
Grant Agreement. This Report may not be relied upon by the beneficiary or by the Agency for any other
purpose, nor may it be distributed to any other parties. The Agency may only dlsclose 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 lnterim Financial Report specified above and does not extend to any other
financial statements of the beneficiary.

No conflict of interest exists between the auditor and the beneficiary in establishing this Report

The fee paid to the auditor for providing the Report was EUR 2,551.50 (without VAT)

The Report sets out information provided to us by the management of the beneficiary in response to
specific questions or as obtained and extracted from the beneficiary's information and accounting
systems.

This Report is intended solely for the purpose set forth in the above objective.



ch m a

1TD
ESG

oo.

4 o 5

GLOBAL

We look forward to discu
information or assistance

Global A dit se ices d.o
Marina Oimitri.ievii
Licensed Certified Auditor
15 June 2021

port with you and would be pleased to provide any further
u ired

6/



Annex 1: List of exceptions identified by the auditor

Budget heading

Budtet item under

exception Reference

Reason for the
excePtion Amount

staff costs Tomislav StefanoviC JD-P1-01/1-TS

Employee's

services are being

charged via

service company EUR 1,760.00





The engagement lettcr is composed of thc following documents:

Cover letter (sce mandatory text bclow);

Annex [ - Information about thc Grant Agccmcnt;

Anncx 2 - List ofspecific proccdures to be performed;

Annex 3 - Compulsory report format and proceduIes !o be performed'

When drafting the engagemcnt lcttcr, the auditor and the bcneficiary should use the text and the

annexes below. The auditor and thc bcncficiary are free to add further arrangements under the

section ,other terms, of the mandatory format. These provisions may not in any event be

contradictory to thes€ guidance notes-

Cover letter

ENGAGEMENT LETTER TOR THE REPORT OF FACTUAL IINDINCS ON THE FINAL

FTNANCIAL REPORT

The following are thc conditions on which unlver3lty of Belgrede, 'the beneficiary' agrees !o

engage Global Audit Senices doo 'thc audiior' to provide an indepcndent report of factual

findings on the Final Financial Report prepared by thc beocficiary in conncction with a European

Union financed Grant Agreement conceming "SoiI Erorion end Torrendel Flood Prevention:

currlculum Development rt thc unlversltles of weslern Belkan Countrier (SETOF)"'

Grsnt agreement number 201t-2579/001-001 (the 'Grant Ageement'). where in this letter the
,Agency' is mentioned this refers to thc Agency in its capacity as siSnatory of fte Grant

Agreement wirh the beneficiary, providing the grant funding. Thc Agency is not a Patty to this

agleement.

l) Responsibilities of the Prrtl6 lo the eDgrseEent

.The beneticirry' refers to the organisation thst is receivinS the grant funding and that has

signed the Grant Agreement with the Agency.

. The beneliciary is responsible for providing the Agency with a Final Financial Report for

the Action financed by the Grant Agrccmcnt which complics with thc tcrms and

conditions of the Grant Ageement and for ensuring thst this Final Financial Report can

be reconciled to the beneficiary's accounting and bookkeeping system and to the

underlying accoults and records. The bcncficiary is rcsponsible for providing sufftcient

and adcquate information, both financial and non-fnancial, in support of the Final

Financiai Report. Notwithstanding the procedurcs to be carried our, the beneficiary

remains at all timcs rtsponsiblc and liable for the accuracy ofthe Final Financial Report.

. The beneficiary accepts that thc ability of the auditor to pcrform the pmcedures required

by this engaganent cffectively depends upon lhe bencficiary, 8nd as the case may be its



parhers / co-beneficiaries, providing full and free access to the bcncficiary's staff and its

accounfing and bookkeeping systcm and underlying accounts snd records'

,The audltor' refers to the auditor responsible for Performing lhe agreed-upon proccdures as

,pr.in.a in tt i. letter, and for submitting an independent Report of Factual Findings - Type II to

lhe beneficiary.

Thc auditor must be independcflt from the bcneficiary. By agrccing to this cngagcmcnt the

auditor confirms rhat at least the following condition/(s) has/have bccn mct:

The auditor is qualificd to carry out statutory audits of accountinS documents in accordance with

Dircctive 2oo6t43t ? of the Europcan Parliament and of the Council of 17 May 2006 on

statutory sudits of annual accounti and consolidated accountr, amending Council Dircctives

Tst66oiEEC and 83/349EEC and rcpealing Council Directive 84l253tBBc or similar national

regulations.

The procedures to be pcrformed are specified by the Agency and thc audilor is not responsible for

the suitability and appropriateness of these proccdures'

2) Subject of the engcgement

The subject of this €ngagement is the Final Financial Report ia connection with the Grant

Agrcemint ZOIE-ZS711OO1-O0I for the pcriod covering 15.10.2018. to 14.10.2021. and lhe

Aition entitled "Soil Erosion and Torrential Flood Prevcntion: Curriculum Devclopment at the

univcmities of westem Balkan countries (sEToF)" the 'Action'. Annex I to this letter

contains informalion about the Grant Agreement.

3) Rerson for the engagemenl

The beneficiary is rcquired to submit to the Agency a RepoA of Factual Findings on the Final

Financial Report in the form ofan indcpendcnt certification Produced by an auditor in support of
rhe payment rcquested by the beneficiary in accordance with Article I.4 of the Gmnt Ageement.

The Agency's Autborising ofhcer responsible requires this rcport as a condition for the final

payment requested by the beneficiary.

4) Engrgen ent tYPe rnd objectlve

This constitutcs an engagement to Perform spccific agrecd-upon procedurcs regarding an

indep€ndent certification of costs claimcd undcr thc Grant AgrcemeDyDecision. The objcctivc of
this expanditurc vcrification is for the auditor to carry out the specific procedures listed in Annex

2 ro lhis letter and to submit to the beneliciary a Report ofFactual Findings - Type II with regard

to the specific vcrification procedures performed. Verification means that the auditor cxamines

the factual information in the Final Financial Report of the beneficiary and compatcs it with the

terms and conditions of the Grant Agreement.

As this engagernent is uot an assutance engagement, thc auditor does not providc an audit

opinion and expresses no assirance. Thc Agency assesses for itsclf thc factual findings reported

by the auditor and draws its own conclusions from these factual findings on the Final Financial

Report and the payment request of ttre beneficiary rtlating thercto.



The auditor shall include in hiVhcr report the amount of the fee rcceived for providing the Report
of Factual Findings - Type II and shall certify that no conflict of interest exisls between hin/her
and the bcneficiary in establishing thc report.

5) Strndrr& rnd ethica

The auditor shall undertake this cngagcment in accordancc wilh:

- the lntematioDal Standard on Rclatcd Scrvices ('ISRS') 4400 Engagements to perform
Agreed-upon Procedures regarding Financial Informatlon as promulgated by the IFAC;

- the Code of Ethics for Professional Accountants issued by the IFAC. Although ISRS 4400
provides that indepcndence is not a requirement for agreed-upon proccdurcs cng8gcments, the
Agency requires that the auditor is independent from the beneficiary and complies with the
independence requirements of the Co de of Ethics lor Prolessional Accountants.

6) Procedures, evldence rnd documentcdotr

The auditor plans the work so that cffcctive cxpenditue verification can be performed. The
auditor pcrforms the proccdurcs listcd in Anncx 2 and applies thc relatcd guidclincs ('List of
specific proccdurcs to bc pcrformcd'). Thc cvidcnce to be used for performing the procedures in
Annex 2 is all financial and non-financial information which makes it possible to examine the
expenditure claimed by rhe beneficiary in the Final Financial Rcport. Thc auditor uscs the
evidence obtained from these procedures as the basis for the Rcport of Factual Findings - Type
II. The auditor documents matters which arc importanl in providing widcncc to support the
Repon of Factual Findings - Type II and evidence that the work was carried out in accordance

with ISRS 4400 and thc spccific guidancc providcd by thc Agcncy.

7) Reporting

The report on this er(pendifiJt€ verification should describe the pufpose, the agreed-upon
proccducs and thc factual findings in suffrcicnt dctail to cnablc thc beneEciary and thc Agency
to understand thc nature and cxtent of thc proccdurcs performcd by thc auditor.

The use of the reporting template attrched hereto (Annex 3 - Compulsory report format &nd
proccdures to bc pcrformcd) is mandatory. This report must be provided by thc auditor to the
Univemity ofBelgrade within 192 working days after the day of signaturc of this engagement,

8) Other terms

All other issues and responsibilities are the zubject of a separate agrecmcnt, concluded withing
the framework ofnational lcgislation betweetr the beneficiary and the auditor.

L',l?"YL- GLOBAL

Signaturc beneficiary frT,-,:..

.
SERVICES

DO.Oa

Drl 1r,o t

+re-ueJrcrds
tl

9 rsra'

^b/

Signature auditor



Annex I - Information about the Grant Agreement/Decision

Information about the Grant Agre€ment/Decision
Reference number and date of the Grant
AgreemenVDecision

2018-257 9 /001 -00 l, 6 November 20 I 8

2018-2579/00l-002, l7 lme 2019

Programme Erasmus + hogramme
Grant Agreement/Decision subject Soil Erosion and Torrential Flood Prevention: Curriculum

Development at the Univenities of Western Balkan
Countries

Counlry Serbia

Beneficiarv University of Belgrade,
Studentski trg l,
I 1000 Belgrade

Start date ofthe Action l5 November 2018

End dale ofthe Action 14 November 2021

Total cost ofthe Action EUR 330,614.39

(irant maximum amount EUR 865,070.00

Total amount received to date by the
lJenefi ciaries from Contracting Aulhority

EUR 778,528.00

Total amount ofthe payment request nla

Auditor Global Audit Services d.o.o.
Bulevar despota Stefana 12

1 1000 Belgade, Serbia



.,,,.

Elropeer
Co.rrnision

Annex 2 - List ofspecilic procedures to be performed

l. General procedures

a) Terms and Conditions of the Grant Aereement{Decision-

b)

The auditor obtains an understanding of the terms and conditions of the
Granl Agreement/Decision by rev iewing:

- a signed copy of the Grant Agreement/Decision, its annexes and

other relevant information. Particular attention should be paid to
the Description ofthe Action and the Budget;

- the Final Financial Report (which includes a narrative and a

financial section).

Final Financial Report and the Grant Agreement/Decision

c)

- The Final Financial Report must conform to the model annexed to
the Grant Agreement/ Grant Decision;

- The Final Financial Report should cover the Action or the Work
Programme as a whole, regardless of which part of it is financed by
the Agency.

Rules for Accounting and Record Kqgping

- The auditor examines whether the beneficiary has complied with
the rules for accounting and record keeping in accordance with
Articles II.l9, II.20 and 11.27.2 of the Grant Agreement/ Oeneral
Conditions no 19, 20 and 27 .2 of the Grant Decision;;

- The accounts kept by the beneficiary for the implementation of the
Action must be accurate, up-to-date and exhaustive (including all
expenditure and income);

- The auditor examines whether the beneficiary has a double-entry
book-keeping system;

- The income and expenditure relating to the Action must be easily
identifiable and verifiable;

d) Exchanse Rates

The auditor verifies that amounts of expenditure incurred in a
currency other than the euro have been converted in accordance with
the provisions of the Grant Agreement/ Grant Decision. Where the

24



beneficiary is required to use the website of the Commission, this
refers to InforEuro2l.

2, Verificalionevidence

The beneficiary will allow the auditor to carry out verifications on the
basis of supporting documents for the accounts, accounting documents and
any other document relevant to the financing ofthe Action.

The beneficiary will allow the auditor access to all documents and

databases conceming the technical and financial management of the
Action (Article II.27 of the Grant Agreement/ General Condition n" 27 of
the Grant Decision). It should also be noted that it is the beneficiary's
responsibility to obtain the accounting documents necessary to enable
the auditor to verify costs incurred by co-beneficiaries / project
partners.

Supporting documentation must be available in the form of original
documents for the beneficiary (or certified copies of originals for the co-
beneficiaries) rather than photocopies or facsimiles.

If the auditor finds that the above criteria for evidence are not sufficiently
met, this should be reported as an exception.

Procedures lo verdy the confomiry of expenditwe ttith the badget and
analytical review

) The auditor carries out a substantive review of the expenditure
headings in the Final Financial Report;

F The auditor verifies whether there have been amendments to the
budget of the Grant Agreement/Decision;

) The auditor verifies that the budget in the Final Financial Report
conesponds24 to the budget of the Grant Agreement/Decision
(authenticity and authorisation of the initial budget) and that the
expenditure incurred was indicated in the budget of the Grant
Agreement/Decision;

) The auditor verifies any transfers between budget headings by
comparing the initial budget with the budget in the Final Financial
Report and checks that the provisions of Articles I.8 and II.l2 of
the Grant Agreement/ Article 8 and General Condition n' l2 ofthe
Grant Decision have been complied with.

,,

2a Some degrees of flexibility in the implementation of the budget are allowed. The rule proposed in the
grant agreemenrdccision is that changes ofup to l0% ofeach item,/heading (+ or -) are allowed without
amendment, and will remain eligible. Please verifr the rule in the grant ageement/decision (some grant
agreementvdecisions have l5o/o or 20o/o flexibility). Any changes within the limit specifi€d in the grant
agreemenVdecision didn't require the beneficiary's request for amending the grant ageernent/decision.

Changes above the limit did require an amendment of the budget annexed to the grant
agreement/decision. lf such request was not approved by the Agency, the costs exceeding the limit
should be considered ineligible.

3



4. Selecling expenditure for verification and Expenditure Coverage

The expenditure claimed by the beneficiary in the Final Financial Report is
presented in the budget form provided in the Grant Agreement/Grant Decision.

What percentage of expenditure needs to be verified by the auditor?

The Expenditure Coverage Ratio ('ECR') represents the total amount of
expenditure verified by the auditor expressed as a percentage of the total
amount of expenditure reported by the beneficiary in the Final Financial
Report (i.e. funded from EU funds and other sources).

The auditor ensures that the overall ECR is at least 70oh. lf the exception
rate is less than l0olo ofthe total amount ofexpenditure verified (i.e.7%o of
total expenditure), the auditor finalises the verification procedures and
continues with reporting.

Ifthe exception rate is greater than l0%, the auditor is required to extend
the verification procedures until the ECR is at least 85%.

In addition to reaching the minimum coverage of total expenditure stated
in the previous two paragraphs, the auditor must ensure that the ECR for
each expenditure heading in the Final Financial Repo( is at least 10%.

On what basis should expenditure items be selected for verification?

ln order to both meet the minimum ECR above and ensure that the
expenditure verification is systematic and representative:

) value should be the principal factor used by the auditor, i.e. an

appropriate number of high value expenditure items should be

selected; and

) otherwise, the population selected for testing should be selected on
a random basis in order to produce a representative sample.

5, Procedures lo verify selecled expenditure

(a) Elisibility ofcosts

The auditor verifies, for each expenditure item selected, that the
eligibility criteria set out below have been met.

- Costs actually incurred25

The auditor verifies that the expenditure for a selected item was
actually incurred by and pertains to the beneficiary. For this

26

Expenditure headings can be broken down into expenditure subheadings.
Expenditure subheadings can be broken down into individual expenditure items
or classes ofexpenditure items with the same or similar characteristics.

" Anicle II.l9 ofthe Crant Agreement and General Condition n' 19 ofthe Grant Decision.



purpose the auditor examines supporting documentation (e.g.
invoices, contracts) and proof of payment. The auditor also
examines proof of work done, goods received or services rendered
and verifies the existence ofassets if applicable.

The auditor verifies that the monetary value of a selected
expenditure item is in line with underlying documents (e.g.
invoices, payroll documents) and that corect exchange rates are

used where applicable.

- Cut-off - Implementation period

The auditor verifies that the expenditure for a selected item was
incurred during the period of implementation or eligibility in
accordance Article I.2 of the Grant Agreement/ Article 2 of the
Grant Decision. Invoices received during the eligibility period but
not yet paid, as well as costs relating to the Final Financial Report,
should be reported by the auditor under the 'exceptions'. The costs
relating to the Final Financial Report should be reasonable and in
line with the provisions of Article II.l9 of the Grant Agreement/
General Condition no l9 ofthe Grant Decision.

- 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 ofthe Final Financial Report.

- Necessary / connected26

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

- Sound financial management / economy2T

For each selected item, the auditor verifies that the price paid for
the goods/services does not represent expenditure that has been
incurred excessively or recklessly28, e.g. if the beneficiary is using
business class flights for the project whereas its normal policy is

for emplol ees to fly economy.

- Compliance with sub-contracting and procurement rules:

Where applicable, the auditor checks that the sub-contracted tasks
or activities have been provided for in the initial budget or have
been approved by the Agency.

Where applicable, the auditor examines which procurement rules
(as provided for by the Grant Agreement/Decision) apply for any
given expenditure (sub)heading, class of expenditure items or
expenditure item. The auditor verifies whether the expenditure was
incurred in accordance with such rules by examining the

'?6 ldem as footnote n' 29.

27 ldem as footnote n' 29.

28 
See 'Glossary' for a definition of'excessive or reckless expenditure'.

27



(b)

underlying documents of the procurement and purchase process,
e.g. tenders/quotes. Where the auditor finds instances of non-
compliance with procurement rules, the nature thereof as well as

their financial impact in terms of ineligible expenditure should be
reported as an exception.

Direct costs29

The auditor verifies the selected expenditure items by carrying out
the procedures listed above under (l). In addition, the following
specific guidance is provided with regards to staff costs and other
direct costs:

(c) Staffcosts

(i) The auditor verifies the employment status and conditions of
employment of the personnel.

For the employees selected, the auditor checks that they were:

- directly hired30 by the beneficiary3l in accordance with its
national legislation;

- hired under the technical supervision and responsibility of the
beneficiary alone;

- remunerated in accordance with the beneficiary's normal
practice32 for its activities, whether or not funded by the EU.

Any employment contract which does not meet these criteria must
be reported by the auditor under the category 'exception'.

Reminder: as far as the co-beneficiaries' staff supporting
documents are concemed (e.g. payslips), the auditor should accept
certified copies.

What is the objective of this procedure?

The Agency seeks to ensure that personnel costs actually relate to
employees of the beneficiary carrying out the Action or the Work
Programme, and to identify cases where this component may have

been effectively 'outsourced' to a different entity despite this not
having been provided for in the Crant Agreement/Decision. The
Agency also seeks to ensure that no special employment conditions
are applied in the case of employees working on the Action which
do not form part ofthe normal practice ofthe beneficiary.

Which documents should the beneficiary prepare for the
auditor?

" Article II.l9.2 ofthe Grant Agreement and General Condition n' 19.2 ofthe Crant Decision.

30 See 'Glossary' for a definition of'directly hired'.

srReminderoffootnoten'2:forthepurposeoftheseguidancenotes,theterm'beneficiary'refersbothto

the beneficiary (coordinator) and co-beneficiaries (partners). For funher details please refer to the
'Clossary'(page 20).

r2 Please refer to the 'Glossary' (page 17) for further details.

2A



Employment contracts for the staff in question, as well as standard
employment contracts in use for personnel who perform a variety
of work for the beneficiary (i.e. are not exclusively devoted to an
EU-funded project or Work Programme).

Reminder: as far as the co-beneficiaries' staff supporting
documents are concemed (e.g. paystips), the auditor should accept
certified copies.

What kind of information would giye rise to exceptions?

Any deviation from the above principles should be highlight€d by
the auditor as an exception. Some examples have been provided
below (list not exhaustive).

Directly hired33: Exceptions should be highlighted if there are

indications in the contract that the employee has been hired by a
different legal entity, including a legal entity within the same group
(e.g. if the beneficiary is XYZ and the contract is with XYZ
registered in a different country).
Another exception would be if the employee's services are being
charged via a service company or other consulting type
arrangement.

Remunerated in accordance with the normal practice of the
beneficiary: Typical examples of exceptions would include the
employee being remunerated by way of a 'lump sum' instead of via
a salary arrangement, or any other form of payment / charging
which does not form part ofthe normal practice ofthe beneficiary.

(ii) The auditor examines employees' time recording
(paper / computer, daily / weekly / monthly, signed, authorised).

Which documents should the beneficialy prepare for the
auditor?
The beneficiary should provide a description of the time-recording
system and, for the employees selected for testing, make available
all the time sheets or provide full access to the computer system
which records the time of the employees. The auditor should be

rr 
See 'Clossary' for a definition of'directly hired'.

29

What is the objective of this procedure?

This procedure will provide the Agency with the information it
needs to assess whether the recording of project time is in line with
the costs charged for staffworking on the project.

Normally, time recording should be carried out regularly and
authorised by the project manager to ensure that the time worked
on the Action can be traced and charged correctly. For the
employees selected, the hours charged to the Action should have
been accurately recorded in the time recording system. Any
discrepancies between the amount charged to the Action and the
amount in the recording system should be recorded as an
exception, as should the absence of a recording system.



(iii) For the employees selected, the auditor verifies the daily rate by
dividing the actual personnel costs by the actual working days".
and then comparing it to the daily rate charged by the beneficiary.

able to trace the time charged for the sample selected to the time
records of each individual employee.

Reminder: as far as the co-beneficiaries' staff supporting
documents are concemed (e.g. payslips), t.lre auditor should accept
certified copies.

What is the objective ofthis procedure?

The objective of this check is to verifr that the daily rates being
charged have been correctly calculated from the actual underlying
cost information for the period in question, namely the costs to the
employer (salary / wages, including benefits and other employment
costs), divided by the number of working days with reconciliation
of the payroll information for the selected employees to the
accounting records and payments.

Which documents should the beneficiary prepare for the
auditor?
The actual payroll information for the period in question (base

salary, benefits of all kinds, pension contributions, employers'
payroll taxes. social security contributions, etc.) and working
days" figures used to calculate the daily rates. The beneficiary
should also provide a reconciliation/calculation showing how the
daily rates were calculated from the payroll information.

If the working days or costs of personnel cannot be identified or
justified by the beneficiary, they must be listed (together with the
amounts) as exceptions.

What employment costs are not considered eligible or should
be regarded as exceptions?

Generally, all employment costs which are part of the normal
remuneration policy of the beneficiary are accepted. Costs which
have been charged and which relate specifically to involvement in
European projects, and are not part of these normal remuneration
and/or accounting principles, should be noted as exceptions.

(d) Other direct costs

For the purpose of these guidance notes, the heading 'Other direct
costs' r€fers generically to all direct cost categories within the
approved budget other than staff costs, for example, travel &
subsistence, equipment, or production & dissemination costs, etc.

3a See'Glossary' for definition of'staffworking time (working days)'.

r5 See'Glossary' for a description of 'working days'.

30



\ hich documents should the beneficiary prepare for the
auditor?

For most transactions in these cost categories, it should be
sufficient proof of expenditure if the beneficiary has kept original
third-party invoices (or certified copies for co-beneficiaries).

For air travel costs, please also note that flight tickets and boarding
passes may represent suitable documentation where both the cost
of the trip and passengers' names / dates / place of departure and
destination are evident.

What are the most common errors made by beneficiaries for
'Other direct costs'?

a) General: invoices are not detailed enough to establish a clear
connection to project activities.

b) Subsistence: subsistence costs claimed may be in excess of the
maximum daily rates published in the call for proposal / provided
for in the Grant Agreement/Dec ision.

c) Equipment:
o depreciation may not be calculated correctly in accordance

with the terms of the Grant Agreement / Decision:
o the full cost ofan item ofequipment may be claimed where

it should have been depreciated.

d) Production/ dissemination: dre beneficiary may not have kept
proof of outputs produced e.g. booklets, leaflets, publications,
website publicising the Action or Work Programme.

(c) Indirect Costs T

(d)

The auditor verifies that the indirect costs to cover administrative
overheads do not exceed 1Yo of the total amount of eligible direct
costs ofthe Action.. This paragraph applies only to Grants for an
Action as in the Operating Grants there is no speci{ic category
for indirect costs.

Inelieible Costs

The auditor verifies that the expenditure for a selected item does not
concem an ineligible cost as described in I Article 1I.19.4 of the
Grant Agreement and General Condition n' 19.4 of the Grant
Decision.

(e) Contributions in kind

If contributions in kind are provided for they must be indicated and
valued in the budget for the Action and/or in the Grant
Agreement/Decision.
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The auditor verifies that any contribution in kind included in the
initial budget has been delivered to the beneficiary and that the
values declared in the Final Financial Report match the values
entered in the initial budget.

The auditor verifies that the values entered for the contributions in
kind in the Final Financial Report are correct.

6. QuantiJication of exceptions

Wherever possible, the auditor quantifies the full amount of the
verification exceptions found. For example, if the auditor finds an

exception of EUR I 000 with regard to procurement rules for a Grant
Agreement/Decision where the EU finances 60 % of the expenditure, the
auditor reports an exception of EUR I 000 and a financial impact of
EUR 600 (EUR I 000 x 60%).

Furthermore, the description of the exception should be sufficiently
detailed to enable the Agency to determine which expense item in the
Final Financial Report the exception relates to. The wording in the 'factual
findings' paragraph of the report format (see Annex 3 to this engagement
letter) allows details of all exceptions to be provided in the form of an
Annex. The auditor's attention is drawn to the fact that favourable
exceptions, i.e. exceptions increasing eligible expenditure, are not
permitted.

Plocedurus lo verily revenues

The auditor examines whether revenues which should be aftributed to the
Action (including inter alia grants and funding received from other
donors, revenue generated by the Action, contributions in kind, have been

allocated to the Action and disclosed in the Final Financial Report. For
this purpose the auditor should consult the beneficiary and examine
documentation obtained fiom the beneficiary, e.g. income accounts in the
General Ledge/7.

7.

See 'Glossary' for definition of'Ceneral Ledger'.


