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ICS
ISA
NAS
EED
ToR

Abbreviations and acronyms

Internal Control System

International Standards on Auditing
National Accounting Standards
European Endowment for Democracy

Terms of Reference
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Brief Financial Information

Financial information Audit of the Project for the period from 01.04.2024 to 31.08.2025

»Promotion of civic activism among Moldova’s national and ethnic minorities”, Project No.

970042508196/2024/2516, period of financial statement 01.04.2024 - 31.08.2025

Initiative Civice Pentru Minoritatile Nationale, 37 Cotovschi Str., MD-7421 s. Corten, Taraclia,
Republic of Moldova

Background of the mandated organization

The Organization's mission is dedicated to defending the rights of national minorities, integrating
them into social life, and promoting active civic participation in local communities.

Country project objectives or single project objective

Project outcome:

The grant aims to support apolitical/non-geopolitical minority activism at the local level.
Project outputs:

v" Increasing the level of civic engagement among national minorities in the Republic of
Moldova;

v' Integration of national minorities in the Republic of Moldova;

v" Increasing the level of trust of national minorities in the European integration of the Republic
of Moldova;

v" The organisation “Centre for Civic Initiatives for National Minorities" becomes a leader in
civil society working with national minorities.
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Independent Auditor’s Report on Financial Information

Initiative Civice Pentru Minoritatile Nationale
Mrs. Mihai Peicov, Executive Director

Qualified opinion

We have audited the financial information for the project mentioned above, which comprises the
financial statement for the year starting on 01.04.2024 and ending on 31.08.2025, and the notes to
the financial information, including a summary of significant accounting policies.

In our opinion, except for the effects of matters described in the Basis for Qualified Opinion section
of our report, the accompanying financial information on the project ,,Promotion of civic activism
among Moldova’s national and ethnic minorities™ for the year 01.04.2024 - 31.08.2025 has been
prepared, in all material respects, in accordance with the accounting policies described in the notes
and comply with the requirements of the European Endowment of Democracy.

Basis for opinion

The audit of the project financed by the European Endowment for Democracy (EED) was
conducted in accordance with the International Standards on Auditing (ISA). These standards
require that we obtain sufficient and appropriate audit evidence to form a basis for our opinion
regarding the use of funds and the compliance of the reported expenditures.

In accordance with ISA 500 — Audit Evidence, the auditor must obtain supporting documents and
accounting records that demonstrate the reality and eligibility of transactions. ISA 230 — Audit
Documentation requires complete accounting records to be made available, and ISA 240 — The
Auditor’s Responsibilities Relating to Fraud emphasizes the relevance of adequate supporting
documentation in assessing risks of material misstatement.

Under the requirements of Accounting Law no. 287/2017, the entity is responsible for maintaining
and presenting accounting records based on supporting documents, including accounting registers,
supporting notes, contracts, bank statements, and other relevant documentation.

During our audit, the entity did not provide complete accounting records pertaining to the
transactions included in the project’s financial report. This represents a significant limitation of
scope, as the absence of full accounting evidence prevented the complete application of ISA
procedures and did not allow for the performance of alternative procedures that would achieve a
sufficient level of assurance.

Under these circumstances, we were able to verify only whether the expenditures reported in the
project’s financial statements were supported by the confirmatory documents made available.
Based on the supporting documents presented, we did not identify any material errors affecting
the reality or eligibility of the expenditures.
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However, the failure to present complete accounting records constitutes a non-compliance with
legal requirements and with the transparency and documentation obligations required by EED.
This limitation restricts the auditor’s ability to obtain reasonable assurance regarding all financial
elements of the project.

For these reasons, we were unable to obtain sufficient and appropriate audit evidence regarding
the project’s financial report as a whole. Accordingly, we issue a qualified opinion.

We conducted our audit in accordance with the International Standards on Auditing (ISAs). Our
responsibilities under those provisions and standards are further described in the 'Auditor’s
responsibilities for the audit of the financial information' section of our report.

We are independent of the entity in accordance with the requirements of the IESBA Code of Ethics
for Professional Accountants, in conjunction with the relevant ethical requirements for the audit
of financial reports in the Republic of Moldova and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter - Basis of accounting and restriction on distribution and use

Our report is intended solely for the management of the project, Initiative Civice Pentru
Minoritatile Nationale and EED, and should not be distributed to or used by other parties other
than the Initiative Civice Pentru Minoritdtile Nationale and EED. Our opinion is not modified in
respect of this matter.

Management’s responsibility for the financial information

Management is responsible for the preparation and fair presentation of the financial information.
This responsibility includes designing, implementing, and maintaining internal control relevant to
the preparation and fair presentation of financial information that is free from material
misstatement, whether due to fraud or error, selecting and applying appropriate accounting
policies, and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibilities for the audit of the financial information

Our objectives are to obtain reasonable assurance about whether the financial information as a
whole is free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the ISAs always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of this financial information.
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As part of an audit in accordance with the ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial information, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, as well as significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

On behalf of
,First Audit International” Ltd,
Audit entity registered in the Public Register of Audit Entities No 1902011

Certified auditor
PASINSCHI Cristina
Auditor's qualification certificate series no. 000021 of 23.06.

Chisinau, 61-7 M. Kogalniceanu str.,
26.08.2025
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Financial information

Budget and Expenditure for Project ,,Promotion of civic activism among Moldova’s national and ethnic minorities” Project No.
970042508196/2024/2516, period of financial statement 01.04.2024 - 31.08.2025
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Explanatory notes to the financial information
1. General information

The Grant Agreement was concluded between The European Endowment for Democracy and
Initiative Civice Pentru Minoritdtile Nationale (the Entity), within the project “Educational and
socio — psychological inclusion of children left behind by their migrant parents”.

Project period: 01 April 2024 — 31 August 2025;
The overall budget for the project is 150,000.00 EUR.

The subject of this audit are the expenses incurred in the amount of 149,051.67 EUR.

2. Accounting Policies

a. Basis of accounting

According to the accounting policies, Initiative Civice Pentru Minoritatile Nationale applies a
double-entry accounting system, as stipulated in Law No. 287 of 15 December 2017, Article 5(5),
on Accounting and Financial Reporting. Accounting is kept on an accrual basis using computer
techniques and 1C accounting software.

The financial statements are prepared in accordance with the cash method for the accounting of
the economic transactions. The reporting period is 01.04.2024 - 31.08.2025, and the financial
statements of the Project are prepared in EUR. Funds have been received in EUR from the EED.

b. Remuneration fees for 01.04.2024 - 31.08.2025

The remuneration fees for staff and long-term experts are paid at the agreed-upon rates, as
specified in the contracts. The expenses related to remuneration are reported based on the budget,
as documented by the working hours. The Initiative Civice Pentru Minoritatile Nationale
calculates and pays taxes, social insurance contributions, and mandatory medical insurance fees in
accordance with the laws and regulations of the Republic of Moldova, including:

- Tax Code of the Republic of Moldova;

- Regulation on the withholding of income tax from salary and other payments made by the
employer for the benefit of the employee, as well as payments made for the benefit of
individuals who do not practice entrepreneurial activity for the services provided and/or
works performed, Government decision No. 697 from 22.08.2014;

- Law No. 419 from 22.12.2023 on social security fees budget for 2024;

- Law No. 420 from 22.12.2023 on mandatory medical insurance fees fund for 2024;

c. Foreign currency transactions

All funds received from the EED are converted from EUR to MDL in accordance with the
commercial exchange rate obtained from the bank at the time of conversion of each tranche, and

10
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all expenses are reported in accordance with this conversion rate.

Amounts received in EUR and exchanged in MDL and related commercial exchange rate

Table no.1
Amounts received .
Insljz:)lir(:lfen ¢ Date of exchange anl(; lfé:;l?}l;%el(i)by Exch. Rate Amlg::lityrzc\:gg; by

1 17.04.2024 68,000.00 19,14 1,301,520.00
2 09.09.2024 30,000.00 19,17 575,100.00
3 10.10.2024 20,000.00 19,28 385,600.00
4 29.01.2025 10,000.00 19,30 193,000.00
5 15.04.2025 20,000.00 19,50 390,000.00

Total income 148,000.00 X 2,845,220.00

3. Continuity of Activity

The continuity of the activity provides the preparation of the financial statements starting from the
hypothesis that the Initiative Civice Pentru Minoritatile Nationale will normally continue its
activity for at least 12 months from the reporting date without the intention or need to liquidate or
significantly reduce its activity.

4. Analysis of the statement of funds received and spent

In 01.04.2024 - 31.08.2025, a total amount of 148,000.00 EUR was received from the EED for
project implementation in the project bank account of Initiative Civice Pentru Minoritdtile
Nationale. Information on the amount of funding received during the audited period, the total
expenditure, and the final balance is presented in the table below.

Table no.1

Cash flow related to the project implementation period 01.04.2024 - 31.08.2025

Description Amount (EUR) | Amount (MDL)
A) Initial bank balance 01.04.2024 0 0
B) Funding received for project implementation 148,000.00 2,845,220.00
17.04.2024 68,000.00 1,301,520.00
09.09.2024 30,000.00 575,100.00
10.10.2024 20,000.00 385,600.00

11
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29.01.2025 10,000.00 193,000.00
15.04.2025 20,000.00 390,000.00
C) Total Expenditures for 01.04.2024 - 31.08.2025 149,051.67 2,865,727.48
D) Ineligible expenses found 0
E) Total amount of eligible expenses (C-D) 149,051.67 2,865,727.48
F) Total closing balance on 31.08.2025 (B-C+D) * -1.051,67 -20,507.48

Note* As can be seen from the negative balance in the table above, the Entity incurred expenses
from its own sources because the next tranche from EED had not yet arrived and there was a

balance remaining from the borrowed funds.

12
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Annex 2: Management Letter

»Promotion of civic activism among Moldova’s national and ethnic minorities” Project No.
970042508196/2024/2516, financial statement period from 01.04.2024 - 31.08.2025

To the Management of P.A. Initiative Civice Pentru Minoritatile Nationale
37 Cotovschi Str., MD-7421 s. Corten, Taraclia, Republic of Moldova

In accordance with the contract for the provision of audit services no.113/25 of July 31, 2025
signed with P.A. “Initiative Civice Pentru Minoritatile Nationale”, we, the audit company “First
Audit International” Ltd, performed the audit of the financial information of the ,,Promotion of
civic activism among Moldova’s national and ethnic minorities” project on August 31, 2025,
which include the financial statement of the project for the period, starting on 01.04.2024 and
ending on 31.08.2025.

The management of P.A. “Initiative Civice Pentru Minoritatile Nationale” is responsible for

the preparation and fair presentation of the financial statements in accordance with the EED
Standard Terms of Reference and for that internal control that the management considers necessary
to allow the preparation of financial statements free from material misstatements, caused either
because of fraud or error.
Our responsibility is to audit the Financial Information and report our findings to management in
accordance with the Terms of Reference. They state that we must conduct our business in
accordance with the International Standards on Auditing (ISAs) (issued by the International
Federation of Accountants). These standards oblige us to comply with applicable ethical
requirements in the conduct of our business.

We have performed the specific procedures in order to state the conformity of the principles
enumerated in the Annex C-General Conditions in all aspects related to the project activities.

e Regularity of the accounts;

e Existence, adequacy, and effectiveness of the Internal Control System (ICS);

e Conformity with the project objectives and adherence to the terms of the contract;

e Economical conduct of business and effective use of financial resources.

1. Audit objectives

The objectives of this audit are to enable the Auditor to express an opinion in accordance
with the ISA, taking into account the following criteria:

* Analysis of the expenditures and of the corresponding documents presented to the EED in
order to determine if they are rational according to their general character if they are allowed by
the conditions of granting the financial means, whether they are justified by the appropriate
documents in order to determine whether the expenditure reflected in the financial statement
corresponds to the accounting documents of the beneficiary of funds, including the accounting
records, and correlates with the activities carried out under the projects.
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» Verification of the applicability of the legislation in force in implementing the financing,
including the tax legislation (calculations and payments of salaries, fees, services, rental services,
etc.). The number and volume of tests applied will be based on the risk analysis and will be
described in the report.

» Evaluation of the Entity's accounting system to determine whether funding implementation
is carried out properly and whether incomes and expenditures can be easily identified. The
accounting documents must reflect separately the operations of receiving and spending the
financial means.

» Evaluation of the internal control system within the Entity and whether it ensures, to a
sufficient extent, the implementation of the financing in accordance with the legislation and
normative acts in force, as well as with the clauses of the Grant Agreement.

» Verification of compliance with the provisions of the Grant Agreement. This procedure
must include evaluating the effectiveness and efficiency of the Entity's work, verifying the reports
submitted to the EED, verifying the compatibility of the procurement of goods and services with
the requirements of the Grant Agreement, compliance with the approved budget, and compliance
with other important conditions.

2. Audit procedures

The scope of work included the following specific considerations and procedures:

- Obtaining an understanding of the Partners, Project, and applicable Contractual

Conditions.

We have analyzed the contractual conditions for documentation, accounting, and project eligibility
of expenditure, procurement, and rules of origin, assets management, accounting, and financial
reporting of project expenditures, and internal controls.

- Substantive procedures
We have performed substantive procedures in order to detect if there are any material errors or
misstatements.
We verified whether the purchase and procurement were in compliance with the Grant Agreement
and Moldovan legislation.
We received external confirmations, such as bank balance confirmation letters of the Project
account.
We examined whether the financial aspects of the project, i.e., expenditure incurred and goods
purchased, can be justified in relation to activities realized, results obtained, and the Project budget.
We reviewed the financial statements and Project Budget.

- Eligibility of Expenditures
According to EED’s Terms of Reference and applicable contractual conditions, we performed tests
and procedures to determine the eligibility of expenditures.
We verified whether goods and services are procured solely for the purpose of the Project and
during the Project.
We verified whether all procurements were properly recorded.
We have verified the compliance of the expenditures with the following eligibility criteria:
1. Reasonable for the Project implementation

14


mailto:office@fai.md
mailto:sergiu.soimu@fai.md

“First Audit International” Ltd
R. Moldova, mun. Chisinau, str. M. Kogilniceanu, 61 of.7
tel: 21-34-52, fax: 60-58-72

E-mail: office@fai.md ; sergiu.soimu@fai.md
Fiscal code / VAT: 1003600060677 / 0207022

FIRST AUDIT
INTERMATIONG!

We have verified whether it was plausible that the expenditures were necessary for the
implementation of the Project and that they had to be incurred for the contracted activities. As a
result of this procedure, no errors were found.

2. Comply with all the provisions of the Grant Agreement
The expenditures verified met the Grant Agreement provisions and were foreseen to be incurred
by the Entity. We have examined the nature of the expenditures and verified whether the
expenditures were accurately classified under the headings of the financial project report. We have
verified whether the expenditures were recorded in the Entity’s accounting system. As a result of
this procedure, no errors were found.

3. Supported by adequate documentation
We have verified whether the expenditures were accompanied by the appropriate supporting
documents. We have examined the supporting documents, such as proof of payment, invoices, and
tax receipts, as well as contracts for consulting services, obligations, and total payments, contracts
for purchasing services, etc. The monetary value of the expenditures agrees with the documents
provided. As a result of this procedure, no errors were found.

- Specific procedures
We have verified the correctness of the accounting records and the bookkeeping compliance with
the original invoices.
We verified the plausibility of expenditures and the assignment of items to the Project cost
schedule.
We have audited the general procedures of keeping accounting records of the incomes and
expenditures of the Project.
We verified from the bookkeeping records if the expenditure accounts were covered by revenue
and checked whether there was no duplicate financing by external funding bodies.

- Analytical procedures
We performed analytical procedures regarding the measurement of financial information through
analysis of plausible relationships between financial and non-financial data.
We performed an analytical review of expenses and checked if:
- The budget presented in the final report corresponds to the Project budget;
- Reported expenditures were foreseen by the budget.
- Total expenditure does not exceed any maximum set out in the Terms of Reference
and provisions of the Grant Agreement.
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3. Findings and Recommendations

No. Findings Recommendations Priority Management comments Deadlines
and proposed actions

Existence, adequacy, and effectiveness of the Internal Control System (ICS) (principle 2.2)

Following the audit procedures carried | It is recommended that contracts and primary High Yes, it is indeed a mistake.
out, we found that author contracts had | documents be drawn up accurately. It is also We will be much more
been drawn up, such as Author | recommended to use the "four eyes" principle, careful in the future.
Contract No. 13-ICPMN 0f25.11.2024 | dividing tasks between at least two different
with Ionela Eftodi named as the author. | people.

At the time of signing the contract and
the handover document, it is also
indicated that the entity is the employer
and lonela Eftodi is the employee,
which distorts the information.

Following the verification procedures, | It is recommended to carefully check the High We applied for an extended
we found that during the audited | documents on which the contracts are based. patent, we already have it.
period, service contracts were drawn up | Also, request an extended patent, or calculate
with patent holders. On November 22, | taxes and transfer them to the state budget.

2024, Service Agreement No.
12 ICPMN was drawn up with Aina
Idrisova for the period November 22,
2024 - November 23, 2024. The patent
attached to contract no. AB244898 is
valid until 19.06.2024. Therefore, on
the date of signing the contract, the
patent had expired, which is contrary to
the legislation in force, meaning that
the income of the contracted person
was to be taxed with all income taxes.
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In accordance with clause 11 of
Individual Employment Contract No.
05_ICPMN signed on 01.11.2024, the
degree of involvement of employee

Karen Gasparean must be 60%;
however, according to the data
reflected in the timesheet, his

involvement averages 50%. The full-
time salary is EUR 1,200, so a 50%
involvement would ensure a salary of
EUR 600. In fact, the salary was
calculated from EUR 600, which
means that the expenses were correctly
reflected. Also, given that the
individual employment contract was
not drawn up correctly, external users
are misled.

It is recommended that individual employment
contracts be drawn up accurately. Correction of
individual employment contract no. 05 ICPMN
dated 01.11.2024.

Medium We  will correct the
individual employment
contract

Conformity with the project objectives and adherence to the terms of the contract (principle 2.3)

In accordance with Annex C to the
grant agreement, the beneficiary must
ensure that accounting records
(computerized or manual) are kept in
the accounting system, such as the
general ledger, auxiliary ledgers, and
payroll accounts, fixed asset registers,
and other relevant accounting
information, for at least five years. We
would like to mention that we were
unable to verify this aspect, given that
we did not receive access to the

Separate accounting records for financial
resources per project are recommended in
accordance with Methodological Guidelines on
the specifics of accounting in non-commercial
organizations.

High Accounting records are
made separately for each
project, but the accounts
show the amounts from
all projects. We keep
primary documents for a
minimum of 6 years
according to the

legislation.
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accounting system, which also led to
the expression of a qualified opinion.

Economical conduct of business and effective use of financial resources (principle 2.4)

| |

|

|

On behalf of
,First Audit International” Ltd,
Audit entity registered in the Public Register of Audit Entities No 1902011

Certified auditor 7
PASINSCHI Cristina TS
Auditor's qualification certificate series A no. 000021 of 23.06.26:

NG g 1
100350006081
943y 5 yIvLIAL

S
5%

Chisinau, 61-7 M. Kogalniceanu str.,
26.08.2025
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