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1. [bookmark: _Toc264026164][bookmark: _Toc358967479]
PREAMBLE


A) [bookmark: _Toc358967480]Brief introduction

The present Audit Report is issued pursuant to art. 31 of Commission Regulation (EC) no. 951/2007 laying down implementing rules for cross-border cooperation programmes financed under Regulation (EC) no. 1638/2006 of the European Parliament and of the Council laying down general provisions of the European Neighbourhood and Partnership Instrument.

Art. 31 par. 1 of Commission Regulation (EC) no. 951/2007 states that:

“(1) Independently of the external audits of the Joint Managing Authority undertaken by the administration of the country in which the Joint Managing Authority is established, the Joint Managing Authority shall call upon an independent public body or contract an independent approved auditor who is a member of an internationally recognised supervisory body for statutory auditing to carry out each year an ex post verification of the revenue and expenditure presented by the Joint Managing Authority in its annual financial report, in accordance with the standards and ethics of the International Federation of Accountants (IFAC).

By the provisions of art.31 par. 2 of Commission Regulation (EC) no. 951/2007, the external audit scope is defined as follows:

“(2) The scope of the external audit shall cover the Joint Managing Authority's direct expenditure on technical assistance and project management (payments). The external audit report shall certify the statement of revenue and expenditure presented by the Joint Managing Authority in its annual financial report, and in particular it shall certify that stated expenditure has actually been incurred and is accurate and eligible.”

According to the provisions of the Joint Operational Programme Black Sea Basin 2007-2013 and the Law no. 94/1992 regarding the organization and functioning of the Romanian Court of Accounts, republished, the public institution responsible for conducting this audit mission is the Audit Authority within the Romanian Court of Accounts.

[bookmark: _Toc200352518][bookmark: _Toc228785273]This audit mission was conducted by the Audit Directorate for European Regional Development Fund, Unit for the Audit of European Territorial Cooperation Programmes and of Migration Flows Management and Solidarity Programme.

B) [bookmark: _Toc358967481]Audit objective

The general objective of the audit mission consists of taking relevant and sufficient audit evidence base on which the auditors obtain the reasonable assurance that the financial statements reflect with fidelity, in all material aspects, the financial standing of 
the Joint Operational Programme Black Sea Basin 2007-2013 at 31st of December 2012, and that the revenues and expenditures and the treasury cash flows for the year 2012 are made in accordance with the International Standards of Financial Reporting.

The specific objectives of the audit mission consisted of checking of the following aspects:
1. checking the stated revenues, at the joint operational programme account level;
2. checking how the payments were made by the Joint Managing Authority to the Beneficiaries, whether they are based on supporting documents and comply with the procedural and community legal provisions in force;
3. checking the stated technical assistance expenditures, from the legality and regularity point of view, according with the provision of art. 33 (2) of Regulation (EC) no. 951/2007;
4. checking how the system audit mission is conducted by the internal audit service within the Joint Managing Authority, according to art. 29 of Regulation (EC) no. 951/2007, and how the audit plan for projects drawn up by the Joint Managing Authority is implemented, according to art. 30 and art. 37 of Regulation (EC) no. 951/2007;
5. evaluation of the financing source for the salaries of the Joint Managing Authority employees and for the expenditures specific to the premises used for carrying out the activities within the headquarters of the Ministry of Regional Development and Public Administration;
6. checking how the previous audit recommendations are implemented.

C) [bookmark: _Toc358967482]Community and national legal framework

· Community regulations

· Regulation (EC) no. 1638/2006 of the European Parliament and of the Council of  24 October 2006 laying down general provisions establishing a European Neighbourhood and Partnership Instrument;
· Commission Regulation (EC) no. 951/2007 of 9 August 2007 laying down implementing rules for cross-border cooperation programmes financed under Regulation (EC) no. 1638/2006 of the European Parliament and of the Council laying down general provisions establishing a European Neighbourhood and Partnership Instrument, with subsequent amendments and additions;
· Council Regulation (EC, Euratom) no. 1605/2002 of 25 June 2002 on the Financial Regulation applicable to the general budget of the European Communities, with subsequent amendments and additions;
· Commission Regulation (EC, Euratom) no. 2342/2002 of 23 December 2002 laying down detailed rules for the implementation of Council Regulation (EC, Euratom) no. 1605/ 2002 on the Financial Regulation applicable to the general budget of the European Communities, including subsequent amendments and additions;
· Commission Decision C(2008) 7406 of 27.11.2008 on the Joint Operational Programme Black Sea Basin 2007-2013 for the ENPI Cross-Border Co-operation 2007-2013 to be financed under Article 19 08 02 01 and 19 08 02 02 of the general budget of the European Communities;
· Commission Decision C (2007) 2034 of 24 May 2007 on the rules and procedures applicable to service, supply and works contracts financed by the general budget of the European Union for the purposes of cooperation with third countries.

· National regulations

- Law no. 105/2011 regarding the management and use of external grants and national public co-financing, for the objective “European Territorial Cooperation”;

· Order of the Minister of Regional Development and Housing and Minister of Public Finances No. 6/136/2009 approving the methodological Norms for implementing Government decision no. 46/2007 concerning the allocation of foreign non-reimbursable funds and national co-financing in the budget of the national institutions involved in managing and use of them, for the objective "European territorial cooperation", with subsequent amendments and additions;
· Government decision No. 1.485/2007 on the establishment of joint technical secretariats and national info points in order to implement operational programs for European territorial cooperation – cross-border component;
· Government decision No. 1.631/2009 on the organisation and functioning of the Ministry of Regional Development and Tourism, with subsequent amendments and additions;
 
 The national legal framework on public procurement 
 
· Government Emergency Ordinance no. 34/2006 regarding the award of public procurement contracts, public works concession contracts and services concession contracts, with subsequent amendments and additions;
· Government Decision no. 925/2006 on the approval of the application norms of the Government Emergency Ordinance no. 34/2006 regarding the award of public procurement contracts, public works concession contracts and services concession contracts, with subsequent amendments and additions;
· Government Decision no. 1660/2007 on the approval of the application norms of the legal provisions referring to the award of public procurement contracts by electronic means from Government Emergency Ordinance no. 34/2006;
 
 The national legal framework in the field of accounting 
 
· The accounting law No. 82/1991 republished, with subsequent amendments and additions; 
· Order No. 1917/2005 of the Minister of Public Finances approving methodological norms regarding organization and management of public institutions, accounting chart of accounts for public institutions and guidelines for its application, as amended and supplemented;
· Minister of public finance order No. 1792/2002 approving the methodological norms regarding the hiring, the validation, authorisation and payment of expenditure of public institutions, as well as organize, track, and report on the budgetary and legal commitments, with subsequent amendments and additions.
 
The audit work was carried out in accordance with accepted international standards on auditing and the applicable Community and national legislation applicable to the joint operational programmes financed by European Neighbourhood and Partnership Instrument, based on the audit plan approved by the Audit Authority.
 
D) [bookmark: _Toc358967483]Scope/domain of the audit

Trough the European Commission decision No. 7.406/2008 the Joint Operational Programme Black Sea Basin 2007-2013 was adopted, program funded through the European Neighbourhood and Partnership Instrument of European Union.
The total budget of the programme is 18.862.000 euro (17.035.000 euro ENPI founds and 1.557.000 euro national co-financing). Indicative allocation of IPA founds for the Turkey financing participation to the programme is 1.000.000 euro per year for the period 2007-2009.

The scope/domain of the audit it is represented by the Annual Implementing Report of the programme,  developed in accordance with the provisions of art.28(2) a) and b) of Regulation (EC) No. 951/2006 and signed by the representative of JMA (annex nr.1) as follows;

A. Payments made from the account of Joint Operational Programme Black Sea Basin 2007-2013, in the period 1 January to 31 December 2012, by the Joint Management Authority beneficiaries of the projects, as they are stated in the financial statements of the year 2012 (article 28, paragraph 2, letter b), and article 31, paragraph 2 of Regulation (EC) no 951/2007). 
In the period 1 January to 31 December 2012, Joint Management Authority has carried out payments from the Joint Operational Programme Black Sea Basin 2007-2013 account in a total amount of 1.257.173 6.32 euro, representing pre-financing and interim payments requests from beneficiaries.

B. Technical Assistance expenses from the account of the Joint Operational Programme Black Sea Basin 2007-2013, in the period 1 January to 31 December 2012, by the Joint Management Authority beneficiaries of the projects, as they are stated in the financial statements of the year 2012 (article 28, paragraph 2, letter b), and article 31, paragraph 2 of Regulation (EC) no 951/2007).
In the period 1 January to 31 December 2012, Joint Management Authority has carried out payments from the Joint Operational Programme Black Sea Basin 2007-2013 account in a total amount of 282.2986.53 euro.

C. Income at the level of Joint Operational Programme Black Sea Basin 2007-2013, as recorded by the Joint Management Authority in the period 1 January to 31 December 2012, as they are stated in the financial statements of the year 2012 (article 28, paragraph 2, letter b), and article 31, paragraph 2 of Regulation (EC) no 951/2007).

[bookmark: OLE_LINK2][bookmark: OLE_LINK1]Stated Income by Joint Management Authority in the financial statements of the year 2012 at the level of Joint Operational Programme Black Sea Basin 2007-2013, stated at the end of 2012, are in total of 6.121.149, 58 euro and are made up from 6.090.000 euro for payments carried out by the European Commission in 2012 and 31.149,58 euro representing bank interest related to the programme account.
E) [bookmark: _Toc358967484]Methodology used

The methodology used for this audit action included the following stages:
· Planning (defining the objective and scope of the audit; preparing audit tools; establishing materiality and sampling parameters; setting up the sample size according to sampling method used; sample selection; setting audit team and calendar of the audit mission; drafting, review and approval of audit plan, accompanied by verification lists);
· Performing the audit (carrying out audit procedures; gathering sufficient audit evidence,  adequate and reliable to support the conclusion on the legality and regularity of expenditure performed, review identified deficiencies);
· Reporting(preparation, review and approval of the draft audit report, transmit the draft audit report to the audited entities; unroll the contradictory procedure and receiving point of view from the audited entities; look over the point of view of the audited entities; preparation, review and approval of the final audit report and transmitting to the audited entities);

The address no.51519/AP/11.10.2012, the Audit Authority request situation of the expenditures made until the end of 2012 for the Joint Operational Programme Black Sea Basin 2007-2013.

With address no.33375/23.04.2013 the Joint Management Authority had sent to the Audit Authority statement of revenue and expenditures highlighted at the level of the Joint Operational Programme Black Sea Basin 2007-2013 account for the year 2012.   
Materiality and sampling of expenditure checked have been established differently for the expenditures made from technical assistance, those made from pre-financing and interim payments and revenues declared by Joint Management Authority.

1. Calculation of materiality and errors for expenditures made from technical assistance

Total population:            282.298,53 euro
Materiality (2%):            5645,97 euro
Selected for testing:       282.298,53 euro,
      representing 100% of population.

2. Calculation of materiality and selection of the sample for the payments made by the Joint Management Authority, and for interim payment claims submitted by beneficiaries on other types of projects (according to the financial report submitted by the Joint Managing Authority for 2012).

Total population: 		            1.257.173,32 euro
The number pre-financing claims:   6
The number interim claims:            3 
Materiality 2%: 		            25.143,47 euro
Selected for testing:	            502.795,81 euro 
[bookmark: _GoBack]  representing 40% of the population,
No. of selected elements for testing:  3 (of which 2 requests for pre-financing and 1 interim payment request).
3. Complementary sample at the level of expenses incurred by the Beneficiaries and included in the requests for interim payments submitted to the JMA in 2012 and paid in 2013

No. of elements selected for testing from the complementary sample: 1
Selected for testing payment commitments: 233,314.98 euro representing expenses at the level of 2 partners within project MIS-ETC no.234.
Taking into account the low number of elements which constitutes the population of payments made by the JMA to the Beneficiaries for Priorities 1-3 of the Programme, based on professional judgment, auditors have determined the testing of a sample of 2 pre-financing payment requests and of 1 interim payment request (Annex 1), and also of a complementary sample at the level of expenses incurred in 2012 and paid in 2013. The requests with the highest amounts requested to the JMA have been selected. 

4. Sample selection for programme revenues
Taking into account the nature of revenues in 2012 at the level of programme account, based on professional judgment, the auditors have determined the testing method as following:
· total payments from the European Commission (6,090,000 euro);
· a sample of monthly interest, related to the amounts from the current bank account of the programme;

5. Audit mission for system and projects 
The audit report no. 29940/11.04.2013, developed pursuant to Art. 29 of Regulation (EC) no.951/2007 by the internal audit structure of the Ministry of Regional Development and Public Administration, regarding the assessment of the progress of the Joint Operational Programme Black Sea Basin 2007-2013, has been sent by the Joint Managing Authority to the Audit Authority.
According with the information submitted by the JMA, an audit plan for the projects has been developed, based on Art. 37(2) of Regulation (EC) no.951/2007 and aiming at the expenses incurred within the projects during 2012. The outcome of this audit undertaken by the internal audit structure of the JMA based on Art. 30 and Art.37(2) of Regulation (EC) no.951/2007, is presented within the report no. 29940/11.04.2013 submitted to the Audit Authority. 6 requests for pre-financing payments and the expenses related to 5 requests for interim payments have been checked during the audit.

2. [bookmark: _Toc358967485]UNDERTAKEN ACTIVITY 
[bookmark: _Toc264026165]The audit mission took place during 29.04 - 21.05.2013 at the premises of the Joint Managing Authority of the Joint Operational Programme Black Sea Basin 2007-2013, Joint Technical Secretariat, and also at the premises of the Regional Agency for Entrepreneurship and Innovations – Varna (RAPIV), Varna, Bulgaria and Research Committee of Aristotle University of Thessaloniki, Thessaloniki, Greece. Subsequently, the audit team examined information received during the mission and correlated these data with the 2012 financial statements related to the program.
In order to perform the tests, the auditors were using the checklists developed during the planning phase, included in the Annexes of the audit plan.
For that purpose, there have been checked all the supporting documents, public procurement dossier, and, were appropriate, the decisions for financing, pre-financing and interim payment request, accounting documents, internal audit reports and any other documents justifying the expenses incurred and also the pre-financing and interim payments. 
Documentation process of audit findings and conclusions was made in the working documents which are part of the file's current mission, kept at the premises of the Audit Authority.
As regards technical assistance component, the audit activity consisted in reviewing the working procedures, internal audit report analysis, analysis of first level control report, inspecting of the JTS’ documents, inspecting the supporting documents related to the Technical Assistance expenses, inspection of accounting registers, checking accounting records and holding interviews with key persons working within the programme. The organization and functioning of the JTS is established by order of the ministry of regional development and tourism no.1899/27.06.2010.
In the same time, it was also verified the existence of separate accounting system at the level of the JMA, and the recording in the accounting system of the pre-financing and interim payments to the Beneficiaries.
Regarding the incomes declared by the JMA, at the level of the Joint Operational Programme Black Sea Basin 2007-2013 between 01.01 - 31.12.2012, the audit activity consisted of checking the bank account statements, the related accounting records and how they were reflected in the annual financial statements.
For the bank interests related to the programme account, there have been verified the bank account statements and their accounting records. The documents certify the correctness of the amounts declared in the 2012 financial report, as revenue in the amount of 31,149.58 euro.
For the payments done by the European Commission, amounting to 6,090,000 euro, there have been verified the bank account statements and the accounting records at the level of the Joint Managing Authority. The amount of 6,090,000 euro presented in the 2012 financial report is correct.
In order to verify the manner of performing the audit of the system by the internal audit service of the JMA, based on Art. 29 of Regulation (EC) no. 951/2007, the audit team has been applied the audit procedures designed to assure quality of the control. Thus, the documents issued by the internal auditors in the stages of planning, execution (control tests) and reporting (communication of the draft report, the conciliation procedure, the final audit report) have been checked.
In order to assess the financing source for the salaries of the JMA’s staff and for the expenses related to the working spaces within the premises of the Ministry of Regional Development and Public Administration, supporting documents were requested and obtained.    
Also, the audit team verified the implementation way of the previous audit recommendations.

3. [bookmark: _Toc358967486]FINDINGS AND RECOMMENDATIONS
Presentation of identified deficiencies and issued recommendations may be found in Annex 3 of this report.
1) 	As regards the pre-financing and interim payments done by the JMA to the Beneficiaries in the period between 1st January to 31st December  2012 from the programme account, as detailed in the 2012 financial statements (Art. 28 (2) (b) and Art. 31 (2) of the Regulation EC nr.951/2007), few deficiencies have been identified, presented in Annex 3 of this report.
The identified deficiencies have no financial impact.
2)	As regards the Technical Assistance expenses incurred in the period between 1st January to 31st December 2012, detailed in the 2012 financial statements (Art. 28 (2) (b) and Art. 31 (2) of the Regulation EC nr.951/2007), no deficiencies have been identified. 
3) 	As regards the  revenues at the programme level, recorded by the JMA on 31st December 2012, declared in the 2012 financial statements (Art. 28, (2) ( b) and Art. 31 (2) of the Regulation (EC) no.951/2007), no deficiencies have been identified. The income declared, consisting in pre-financing paid by the European Commission and the bank interest accruing to the programme bank account, are correct and they are reflected in the accounting records of the programme.
4)	 As regards the manner of performing the audit of the system by the internal audit service of the JMA, based on Art. 29 of the Regulation (EC) no.951/2007, no deficiencies have been identified.
5)	As regards the financing source for the salaries of the JMA’s staff and for the expenses related to the working spaces within the premises of the Ministry of Regional Development and Public Administration, a reasonable assurance has been obtained confirming the Romanian state budget as financing source. 
6)	 As regards the implementation of audit recommendations presented ​​in the previous external audit report (no. 50879/15.06.2012), it was found that 6 out of 10 audit recommendations have not been implemented. The implementation status of the recommendations is presented in Annex 4 to this report.

4. [bookmark: _Toc358967487]RECONCILIATION PROCEDURE
The audit report draft has been submitted to the Joint Managing Authority with letter no.50806 of 1st June 2012. Thereof the point of view together with the declaration of assurance signed by the General Director of the Joint Management Authority has been sent to the Audit Authority by letter no 43795 of 11th June 2012.

5. [bookmark: _Toc358967488]CONCLUSIONS
Based on verification conducted, we believe that for the period 1st January 2012 – 31st December 2012, a reasonable assurance has been obtained confirming that the 2012 financial statements submitted to the European Commission are accurate and they fairly state, in all material aspects, the financial position of the Joint Operational Programme Black Sea Basin 2007-2013, therefore the transactions underlying these aspects are legal and correct.

Approved by: 	
Aron Ioan POPA, President  
Date:


Certified by:
Gheorghe OANĂ, Vice-president 
Data:


Certified by:
Iulian MISERCIU, Director
Data:


Revised by:	
Antonio-Mihai CIOBANU, Head of unit
Date:

Elaborated by:	
Ruxandra MAINEA, external public auditor, Team leader 
Alina PANAIT, external public auditor
Răzvan CHIRIȚESCU, external public auditor
Radu PUIA, external public auditor
Date:



page 2

image1.png




