CEF general model grant agreement: update April 2017
Annex VII: November 2017

Independent Report of Factual Findings on costs declared under the Connecting Europe Facility
(CEF)

To

Tunnel Euralpin Lyon Turin (TELT- SAS)

Sede Legale: Savoie Technolac — Batiment “Homére”
13 allée du Lac de Constance CS 90281

73375 Le Bourget-du-Lac

FRANCE

16/06/2022

As agreed under the terms of reference dated 18" of November 2021

with Tunnel Euralpin Lyon Turin (TELT- SAS) (‘the Beneficiary’),

we (‘the Auditor’), establishcd_ represented
by — Managing Partner, have carried out the procedures agreed with you regarding
the costs declared 1n the Financial Statement(s)| of the Beneficiary concerning the grant agreement

INEA/CEF/TRAN/M2014/1057372, action n°2014-EU-TM-0401-M entitled “Cross Border Section of
the New Lyon-Turin Rail Link Mont Cenis Base Tunnel (TBM)” (‘the Agreement’), with a total cost
declared 0f 250.587.987,87€, and hereby provide our Independent Report of Factual Findings (‘the
Report’) using the compulsory report format agreed with you.

Following to our audit review, out of the 250.587.987,87€ declared as eligible by TELT:

- 0,00€ are not eligible;
- 250.587.987.,87€ are eligible.

The Report

Our engagement was carried out in accordance with the terms of reference (‘the ToR’) appended to this
Report. The Report includes the agreed-upon procedures (‘the Procedures’) carried out and the standard
factual findings (‘the Findings’) examined. The Procedures have been carried out in accordance to the
check-list attached to the present Annex VII.

The Procedures were carried out solely to assist the Agency in evaluating whether the Beneficiary’s
costs in the accompanying Financial Statement(s) were declared in accordance with the Agreement.
The Agency draws its own conclusions from the Report and any additional information it may require.

The scope of the Procedures was defined by the Agency. Therefore, the Auditor is not responsible for
their suitability or pertinence. Since the Procedures carried out constitute neither an audit nor a review
made in accordance with International Standards on Auditing or International Standards on Review
Engagements, the Auditor does not give a statement of assurance on the Financial Statements.
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Had the Auditor carried out additional procedures or an audit of the Beneficiary’s Financial Statements
in accordance with International Standards on Auditing or International Standards on Review
Engagements, other matters might have come to its attention and would have been included in the
Report.

Not applicable Findings

We examined the Financial Statement(s) stated above and considered the following Findings not
applicable:

List here all Findings considered not applicable for the present engagement and explain the
reasons of the non-applicability.

1) Ref. A.1:

- Standard Factual Findings n. 9, 10, 11, 12 and 13: unit costs calculated by the Beneficiary in
accordance with its usual cost accounting practices was not applied for the calculation of
personnel charge. In facts, the method applied is the full cost.

Concerning the amount of personnel costs attributed to land and building acquisition and
expropriations (non-eligible activities in the Grant Agreement, art. 11.19.4, point “/” - see point
n. 3 in par. “Exceptions”) the estimation of time spent by the employees on these tasks was
specifically required to their supervisor. We consider this procedure as an exception to the
common full cost method and limited to the exclusion of a part of the eligible costs (see also
bullet point n. 3 of this section).

2) Ref. A.2:

- Standard Factual Findings n. 21 and 22: the Beneficiary applied method B for calculating annual
productive hours; these standard findings are therefore not applicable.

3) Ref. A.3:

- Standard Factual Findings n. 23 and 24: TELT's only business objective (as affirmed in the
statute) is the strategic and operating management of the cross-border section for the new
railway line Turin-Lyon, its design, implementation, and exploitation. All the employees and
all the other persons working with the Implementing Body under a direct contract other than
an employment contract are dedicated to this sole project. In the light of this, all personnel
costs duly accounted according to each person's contractual clauses (salary, benefits.) is
considered; no other calculation through hourly rates was performed.

4) REF A4:
- Standard Factual Findings n. 25.26, 27 and 28: SME owners and natural persons not receiving
a salary - not applicable.

5) REF.C1:
- Standard Factual Findings n. 64 and 65: TELT did not provide financial support to third parties.
6) Ref. D.4:

- Standard Factual Findings n. 76,77,78.79 and 80: TELT did not acquire any land or building in
the relevant period, therefore the audit procedures mentioned in this section are not applicable.
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7) Ref. E.1I:

- Standard Factual Findings n. 84 and 85: TELT establishes its accounts in euros, therefore the
audit procedures mentioned in this section are not applicable.

Exceptions

Apart from the exceptions listed below, the Beneficiary provided the Auditor all the documentation and
accounting information needed by the Auditor to carry out the requested Procedures and evaluate the
Findings.

List here any exceptions and add any information on the cause and possible consequences of each
exception, if known. If the exception is quantifiable, include the corresponding amount.

N/A
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Further Remarks

In addition to reporting on the results of the specific procedures carried out, the Auditor would
like to make the following general remarks:

QOur analysis was based on 2021 audited Financial Statement, with a clear opinion of
I - I - o Iunc he 13”2022

Our analysis was based on the existence of an internal procedure for invoice validation which
provides for 2 steps: a first approval by the PCSC (“Personne qui suive le contrat™), which
validates the effective rendering of the service / reception of goods and then a second approval
by the PRC (“Personne responsable du contrat”), which authorizes the payment.

We evaluated the global consistency of the declared costs with the budgeted amount (Annex
III of the Grant Agreement Amendment N°1, Table 2).

In the sample of contracts analysed, we found a particular type of contract named “convention

de financement” wilh- This contract did not follow the procedure for public tenders, but

a specific internal procedure, which reflects nevertheless the main principles of transparency

and publicity required by the public tenders’ regulation. In this case, TELT did not collect

different offers, since the only possible provider of the demanded service was necessarily
the object of the contract are preliminary studies on railway assets.

The sampled invoices related to seconded staff from did not
indicate the name, nor any other identifiable item, of the seconded person and moreover the
seconded agreements did not show the total annual salary. For seconded staff from- the
sampled agreements do not show the annual salary.

Anyway, in all the contracts analysed in the sample, the original employment conditions offered
by the Company of provenance are guaranteed to the seconded person. An average cost of
internal staff was calculated and compared to the salary of French seconded staff (not possible
for Italian seconded staff, since only cumulative invoices were issued), in order to confirm that
it was not significantly different from those for staff who perform similar tasks under an
employment contract with the Beneficiary.

Standard Factual Findings n.6: The Beneficiary could not provide us with a complete list of the
areas of competence related to the sampled personnel due to privacy reasons. Nevertheless,
during the meetings held with TELT’s management staff, it was clarified that none of the
sampled personnel was involved in activities linked to the Non Eligible Costs the Article 11.19.4
of the Agreement.

We have verified personnel cost for a total of Euro 1.464.517,46 corresponding to the 10% of
the wages paid by Telt as by statutory financial statements at December 31st 2021
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Use of this Report

This Report may be used only for the purpose described in the above objective. It was prepared solely
for the confidential use of the Beneficiary and the Agency, and only to be submitted to the Agency in
connection with the requirements set out in Article 11.23.2 of the Agreement. The Report may not be
used by the Beneficiary or by the Agency for any other purpose, nor may it be distributed to any other
parties.

The Agency may only disclose the Report to authorised parties, in particular to the European Anti-Fraud
Office (OLAF) and the European Court of Auditors.

This Report relates only to the Financial Statement(s) submitted to the Agency by the Beneficiary for
the Agreement. Therefore, it does not extend to any other of the Beneficiary s Financial Statement(s).

There was no conflict of interest between the Auditor and the Beneficiary in establishing this Report.
The total fee paid to the Auditor for providing the Report was 9.991,00 € (of which 291 € for travel
expenses) not subject to VAT.

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

Milan, 16" June 2022

Attached Documents:

Annex 1: Implementation contracts list

Annex 2: Certified financial statements sampled transactions
Annex 3: Check List

Annex 4: Terms of Reference signed
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