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AFRICAN COURT ON HUMAN AND PEOPLES' RIGHTS
COUR AFRICAINE DES DROITS DE L'HOMME ET DES PEUPLES
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AFRICAN UNION

Web site www.alrican-court.org Email. registrar@alfrican-court.org

Ref: AfCHPR/PRO/2017/101
Date: 10" July 2017

TO: ALL INTERESTED SERVICE PROVIDERS (RE ADVERTISED)

REQUEST FOR PROPOSAL (RFP) FOR EXPENDITURE VERIFICATION

BACKGROUND:

The African Court on Human and Peoples’ Rights (AFCHPR/Court) was
established on 9 June 1998 by the Protocol to the African Charter on Human
and Peoples’ Rights on the Establishment of the African Court on Human and
Peoples’ Rights (Protocol). The Protocol came into force on 25 January 2004
paving the way for the operationalization of the AFCHPR. It is the first
continental judicial body charged with ensuring that the provisions of the African
Charter on Human and People’s Rights, adopted on 27 June 1981, are
respected and observed. The Court was launched on 2 July 2006 with the
objective of further strengthening the system of human and peoples’ rights
protection on the continent. The Court complements the protective mandate of
the African Commission on Human and Peoples’ Rights (Commission). The
Court has its seat in Arusha, in the United Republic of Tanzania.

In the framework of the Pan-African Programme, “Strengthening the African
Human Rights System programme” (PANAF), the European Union is providing
support to the African Court on Human and Peoples' Rights in Arusha,
Tanzania. The overall objective of the programme is ‘to contribute to ensuring a
transparent, democratic and accountable environment with respect to human
rights and rule of law in Africa’. The programme’s specific objective is ‘to
strengthen the African human rights system in the framework of the African
Governance Architecture’. The total budget for the PANAF project is two million
Euros (EUR 2 million) for a period of 3 years (015! September 2016 — 315! August
2019).

It is against this background that the African Court on Human and Peoples’
Rights intends to engage an independent external auditor to carry out an
expenditure verification and audit its financial statements for the duration of this
project (015 September 2016 — 315t August 2019).

Interested suppliers should submit their proposal by providing a priced offer for
the required services. &1
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This should be submitted by either sealed envelope or email not later than
17:00hrs on 18" July 2017

The emails should bear the subject “PROPOSAL FOR EXPENDITURE
VERIFICATION” and should be addressed and sent to the email address below;

Procurement@african-court.org

The Registrar,
African Court on Human and Peoples’ Rights
P.O. BOX 6274

Arusha, Tanzania

You are hereby requested to make an offer only if you can provide the required
services within the terms and conditions stipulated, and within the prescribed
dates.

The African Court on Human and Peoples’ Rights will not in any way be obliged
to accept the lowest priced quotation, or any low prices as quality of the items
supplied shall be one of the major considerations.

The African Court on Human and Peoples’ Rights reserves the right to reject any
offer without offering any reason thereto, to waive any defect or informality
therein, and to award any supplier whose offer is deemed most advantageous to
the Court without incurring any liability whatsoever to the losing supplier who
may be adversely affected by such award or rejection.

The Court assumes no obligation for whatever expenses or losses that may be
incurred by any supplier in the preparation of the request for quotation, nor does
it guarantee that an award shall be made.

LOCATION OF DELIVERY:

The Headquarters of the African Court on Human and Peoples’ Rights, situated
at TANAPA, Mwalimu Julius Nyerere Conservancy Centre, Phase |l, Dodoma
Road.
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TERMS OF REFERENCE FOR AN EXPENDITURE VERIFICATION OF
A GRANT CONTRACT
- EXTERNAL ACTION OF THE EUROPEAN UNION -

1.1, Responsibilities of the parties to the Engagement

Fhe term “Beneficiary(ies)” refers collectively o all Beneliciaries, including the

Coordinator, of the Action, When there is only one Beneficiary of the Action, the terms

Beneliciaryties) and Coordinator should both be understood as relerring o the only

Beneliciary ol the Action (see lootnote 1), Where applicable the term 'Beneliciary(ies)

includes its alliliated entity(ies),

* The Coordinator is responsible for providing a Financial Report tor the action
linanced by the Grant Contruet which complies with the terms and conditions of the
Grant. Contract and for ensuring that this Financial Report reconciles 10 the
Beneliciary s accounting and bookkeeping system and to the underlying accounts and
records, The Beneliciary is responsible for providing sulticient and adequate

information, both financial and non-financial, in support ol the Financial Report.,

o The Coordinator accepts that the ability of the Auditor to perform the procedures
required by this engagement ellectively depends upon the Beneficiary(ies). and as the
case may be its alliliated entity(ies). providing tull and free access ta its (their) stall’
and it (their) accounting and bookkeeping system and underlving aecounts and

records.

* "The Auditor” is responsible for performing the agreed-upon procedures us specified
in these ToR. *Auditor” refers to the audit firm contracted for performing this
engagement and for submitting a report of factual findings to the Beneliciary.
‘Auditor' can refer to the person or persons conducting the verification. usually the
engagement partner or other members ol the engagement team. The engagement
partner s the partner or other person in the audit (irm whao is responsible for the
engagement and lor the report thal is issued on behall of the firm, and who has the

appropriate authority from a professional, legal or regulatory body.

By agreeing these ToR the Auditor confirms that he/she meets at least one ol the

following conditions:



The Auditor and/or the firm is a member ol a national accounting or auditing body or
imstitution which in turn is member o the Inernational Federation ol Accountants

(IFAC).

e ['he Auditor und/or the firm is o member of 4 national accounting or auditing body or
institution. Although this organisation 18 not member ol the IFAC. the Auditor
commits him/hersell o undertake this engagement in accordance with the 1FAC

stundards and ¢thics set out in these [oR,

¢ Ihe Auditor and/or the firm is registered as a statutory auditor in the public register of
a public oversight body in an FL member state in accordance with the principles of
public oversight set out in Dircetive 2006/43/EC of the Luropean Parliament and of

the Couneil (this applies to auditors and audit firms based in an EU Member State').

e | he Auditor and/or the fiem is registered as o statutory auditor in the public register of
u public oversight body in a third country and this register is subject 10 principles of
public oversight as set out in the legislation of the country concerned (this applies to

auditors and audit [irms based in o third country).

1.2. Subject of the Engagement

I'he subject of this engagement is the imerim Financinl Report in connection with the Gram
Contract (or the period covering 01/09/72016 to 31/082017 and the action entitled *Enhancing
Afriean Court on Human and Peoples™ Rights (ATCHPR) in the African Human Rights System’,

the "Action’

1.3. Reason for the Engagement

The Coordinator is required 1o submit to the Contracting Authority an expenditure verification
report produced by an external auditor in support of the payment requested by the Coordinator
under Article 15 of the General Conditions of the Grant Contract. The Authorising Officer of the
Commission requires this report because the payment ol expenditure requested by the

Coordinaor is conditional on the factual fndings of this report,

' Directive 200643 of the Furopean Parligment and of the Councll of 147 May 2006 on statutory audits
ol annudl secounts and consolidited, amending Council Directives 786601 EC and 83/349EEC und
repealing Counell Directive 83/253 115C,



1.4. Engagement Type and Objective

Fhis expenditure verification 18 an engagement to perlorm certain agreed-upon procedures with
regard 1o the Financial Report for the Grant Contract, The objective ol this expenditure
verification Is for the Auditor o carry oul the specifie procedures listed in Annex 2A 1o these
FoR and 1o submit to the Coordinmor o report of factual findings with regard 10 the speeific
verification procedures performed . Verification means that the Auditor examines the factual
information in the Financial Report of the Coordimator and compares it with the terms and
conditions of the Grant Contract, As this engagement is not un assurance engagement the Auditor
does not provide an audit opinion and expresses no assurance, The Contracting Authority
assesses for itsell the factual findings reported by the Auditor and draws its own conelusions
[rom these factual findings.

1.5. Standards and Ethics

I'he Aunditor shall undertake this engagement in accordance with;
the Intermationul Standard on Related Services (‘ISRS') 4400 Ingagements 1o perform

Agreed-upon Procedures regarding Financial Information as promulgated by the [FAC;

the IFAC Code of Fthies Tor Professionnl Aceountants, developed and issued by IFAC"s
[nternational  Lthics  Standards  Board  Tor  Accountants (IESBAY. which  establishes
fundamental ethical principles for Auditors with regard 1o fntegrity, objectivity, independence,
professional competence and due care, confidentiality, professional behas iour and technical
standards. Although ISRS 4400 provides (hat independence (s not a requirement for Hpreed-
upon  procedures engagements. the Contracting Authority requires that the Auditor is
independent from the Beneficiary (ies) and complies with the independence requirements of

the 1FAC Code of Bthies (or Professiona] Aceountants.
1.6. Procedures, Evidence and Documentation

The Auditor pluns the work so that an effective expenditure verilication ean be performed, The
Auditor performs the procedures listed in Annex 2A of these ToR (“Listing of specific procedures
o be performed”) and applies the guidelines in Annes 2B (CGuidelines for specific procedures (o
be performed). The evidenee w0 be used for performing the procedures in Annex 2A is all
financinl and non-finaneial information which makes it possible o examine the expenditure
claimed by the Coordinator in the Financial Report, The Auditor uses the evidence obtained from
these procedures as the basis for the report of factunl findings, The Auditor documents matters
which are important in providing evidence 1o support the report of actual findings. and evidence

that the work was carried out in accordance with 1ISRS 4400 and these ToR.



1.7. Reporting

he report on this expenditure verilication should deseribe the purpose, the agreed-upon
procedures and the fhetual Tindings o) the engagement i sulficient detail 1o enable the
Coordingtor and the Contraeting Authority (o understand the nature and extent of the procedures
performed by the Auditor and the factual (indings reported by the Auditor

I'he use ol the Model Report for an Expenditure Verification of an U Grant Contract in Annex 3
ol these ToR is compulsory. This report should be provided by the Auditor to the President of the
Alrics Court on Human and Peoples Rights within 30 workine days after the duy of signature of

these ToR.



Annex | Information about the Grant Contract
Annex 2A  Listing ol specilic procedures to be performed
Annex 2B Guidelines for specific procedures to be performed

Annex 3 Model report Tor an expenditure verification of an EL grant contract
I'or the Coordinator: For the Auditor;
Signuture Signature

“name and [unction=> <name and funetion>

“dute> “date



Anncx | Information about the Grant Contract

| Relerence number and date of the Crant
L Clontraet
Crrant contraet e

Iniurmuhun uhuul tlw Grant C ontract

! l:'nlmnclrlg Alrican Court on Human and
Peoples” Rights (AITCHIPR ) in the African
Human Rights system

I“\\J AL2016/374-184 i J

L't;u_nl'['_\_

United Republic of Tanzania

Coordinator

 Beneficiary(ies) and aflilioted entity(ics)
Start date of the implementation period of the
Action i

End date ol the implementation period of the
~Action

Total eligible cost of the Action

- Girant maximum amount

| Euros 2,000,000.00

The President, African Court on Human and
Peoples™ Rights PO Box 6274 Arusha,

Fanzania 4
Alrican Court on Human and peoples’ Rights
01092016

L0809

Furos 2 2,000 UUU 00 R e

I'otal amount received to date by the
Coordinator from Contracting Authority

’Iuml umount of the payment reques!
“Contracting Authority

Laropean Cominission

Auditor

| Luros 725,952

| EU Delegation, Addis Ababa

Furos 725,952 as at 01.05.2017

F*\um{_[—iur}"lu 2
Head ol Cooperation
U Delepation. Addis Ababu

Ann Burylo
Head ol C 'nnp!.mlion

< Name and address of the sudit firm and

| names/positions of the auditors>



Annex 2A Listing of Specific Procedures (o be performed
1 General Procedures

1.1. Terms and Conditions of the Grant Contract

The Auditor:

- obtains an understanding of the terms and conditions of the Grant Contract by reviewing the
Grant: Contraet and its unneses and other relevant information, and by inquiry of the
Coordinator

- obtains & copy of the origingl Grant Contract (signed by the Beneliciary(ies) and the
Contracting Authority) with its annexes;

- obtains and reviews the Report (which includes a narrative and o financial section) as per
Article 2.1 of the General Conditions;

= verifies whether the Grant Contracl is mono or multi-beneficiary (see Grant Contract
introduction part; in case of & multi-beneficiury grant the term '‘Coordinator’ is used):
verifies whether there is (are) an affiliated entity(ies) to any of the Beneliciary(ies) (sev
Article 7.1 of the Speciul Conditions)

Note: the purpose of the lmter two procedures is for the Auditor to understand the
Beneficiary(ies) responsibilities for reporting and aceess (o stall and documents,

Phe Practical Guide ('PRAG") provides important information for grant contracts (¢.o. basic rules

and award procedures). Where necessary or uselul reference will be made 10 the PRAG and / or

its annexces,

The PRAG can be found at: hitp: feceuropaen/europeaid/prag/document.do (use the CTRL

hey 1o yse link),
The lutest key documents that are specifically related to grant contracts can be downlonded by
clicking on PRAG. thet on Annexes, then on Grants, The yversion indicated i the Call for

Proposal and signed is the one to be used as reference.

1.2, Financial Report for the Grant Contract

The Auditor verifies that the Financial Report complies with the following conditions of Article 2

ol the General Conditions the Grant Contraer:
I'e Financial Report must conform 1o the model in Annes V1 of the Grant Contract:

Fhe Tinancial Repart should cover the eligible costs of the Action us i whale. regardless of

which partof it is financed by the Contracting Authority;

Fhie Financial Report should be drawn up in the language of the Grant Contract:
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Lhe proot ol the transfers of ownership of equipment. vehicles and supplies for which the
purchase cost was more thun € 5000 per item (Article 7.6 of the General Conditions of the

Grrunt Contruct) should be annexed to the final Financial Report.
1.3. Rules for Accounting and Record keeping

Ihe Auditor examines — when performing the procedures listed in this Annex — whether the
Benelicury hus complied sith the rules for aceounting and record keeping of Article 16 of the

Gieneral Conditions the Grant Conteact inelnding and notably

The accounts kept by the Beneliciary for the implementation of the Action must be aceurate

and regular;
I'he Beneficiary must have @ double-entry book-keeping system;

Ihe accounts and expenditure relating to the Aetion must be easily traceable, identifiable and

verifable

1.4, Reconciling the Financial Report to the Beneficiary (ies)’s Accounting

System and Records

he Auditor reconciles the information in the Financial Report to the Beneliciary’s accounting

system and records (e.gs trinl balance. peneral ledger accounts, sub ledpers ele.).

1.5. Exchange Rates

I'he Auditor verifies that the financial report for the Action is stated in the curreney set oul in the
Special Conditions and in accordunce with Article 15.9 ol the General Conditions, The Auditor
verilies that costs incurred in other currencies than the one used in the Beneficiary's accounts for
the Action have been converted in aecordunce with the Beneficiary's usual accounting practices
and in accordance with Article 15,10 of the General Conditions unless otherwise provided for in

the Special Conditions,

1.6. Simplified Cost Options

o Lhe Auditor verifies with Annex 1 of the Grant Contract e, Budget for the Action
whether the Beneliclary(ies) have applied for the application of simplified costs {¢ for the
applieation o any or o combination of umt costs, Tump sums o flatsrate Tnaneing and
appartionment, Elgible casts 1ar the Action muay he based on any or 4 combination of actil
costs incurred, unit costs, lump sums, flat-rate financing and apportionment. Simplified cost

options can apply 1o one or more of the direet cost headings of the Budget for the Action and
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Financial Report (e cost headings | 1o 6). or to sub-cost headings or 1o speciiic ¢ost items

within these vost headings.

o The Auditor obtains an understanding of the conditions set out int

Article 2.1.¢) of the Genernl Conditions, This Article stipulates that in case of simplified
cost options the Report (or the Action (narrative and financial) shall provide the qualitative
and quantitative information needed o demonstrate the Tullilment ol the conditions Tor
reimbursement established in the Special Conditions:
. Articles 14.3 to 14.5 of the General Conditions: provisions for simplitied cost options,
- Article 7.1 of the Special Conditions for apportionment
I simplified cost options apply. the Auditor performs the speeific procedures set out at 3,1.(2)

helow,

2. Procedures to verify conformity of Expenditure with the Budget and
Analytical Review

2.1. Budget of the Grant Contract

The Auditor carries out an analytical review of the expenditure headings in the Financial Report.
e Auditor verifies that the budget in the Financial Report corresponds with the budget of the
Grant Contract (authenticity and authorisation of the initial budget) and that the expenditure

ineurred was indicated in the budget of the Grant Contract.

2.2. Amendments to the Budget of the Grant Contract

Ihe Auditor verifies whether there have been amendments o the budget of the Grant Contraet
Where this s the case the Auditor verifies that the Coordinator I
requested an amendment to the budgel and obwined an addendum o the Grant Contruct if

such an addendum was required (Article 9 ol the General Conditions).

informed the Contructing Authority about the amendment i the amendment was within the
scope of Article 9.4 of the General Conditions, and an addendum to the Grant Contract wis

not reguired.
3. Procedures to verify selected Expenditure
3.1. Eligibility of Costs
I'he Auditor verifies, for each expenditure item selected, the eligibility eriteria set out below,

i Actual costs ineurred (Ariele 1411
Ihe Auditor verifies that the actual expenditure for a selected item was incurred by and pertains

(o the BeneficiaryCesy or its (their) alfilised entitytics). The Auditor should take into aceount the
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detailed conditions for actunl costs ineurred as set out in Article 14,1,(1) 1o (iii). For this purpose
the Auditor examines supporting doeuments (.. invoices, contracts) and prool of payment. [he
Auditor also examines proof of work done, goods received or services rendered and he/she
verilies the existenee of assets iFapplicable

AL tinal reporting stage the costs ineurred during the implementation period but not yet paid can
be gecepted as actual costs ineurred, provided that (1) u liubility exists (order. invoice or
cquivalent) for services rendered or goods supplicd during the implementation period ol the
action, (2) the (inal costs are known and (3) these costs are listed in the linal Financial Report
(Annex V1) together with the estimated date of payment (see Article 14, La) (i) of the Gieneral
Conditions). The Auditor verifies whether these cost ilems have elfectively been pmd at the

moment of the auditor's verilication,

(20 Simplified cost optiony” (Article 14.3 - 14.3]

Where simplified cost options apply (see sencral procedure 16) the Auditor verifies:

< which options (i, unit costs, lunip sums. Tat-rate financing or appartionment) apply and to
which (subjeost-headings and/or cost items (Annes 1 (Budget for the Action) ol the Gran
Clontract ).

- which amount(s) or percentage rate(s) have been contractually sgreed (Annex HI (Budget of
the Action) of the Grant Contract).

- which quantitative and/or qualitative information was used o determine and justity the
declared costs (e.g. number of stalf, number of items purchased: type of costs and nctivities
financed by o lump sum)':
only for unit costs, lump sums and Nat-rate linancing: whether the maximum amounts of
simplitied cost options for each beneficiary (this includes I applicable simplified cost options
ol its affiliated entity(ies)) are not exceeded. in secordance with the cunditions estublished in
the Contract;

- the plausibiliy (i.e. necessity, reasonableness. reality) of the quantitative and qualitative
information related to the declared costs:

- that the costs covered by lump sums, unit costs, ut-rate finanging or apportionment are 1ot
included (no double funding) in other direet costs (cost headings | 6), either uctual or under

simplified cost options:

Relir o Anmes "E 302 Cliecktis for shimpliTed cost options" 1o the PRAG fur wdditional infismation,
F i Annes 1 Budeed for the Aetion ) the sécand eslumn of workshest ng.2 (" Justiieaton ol the estimited conis"|
fur el ol the corresponding budget ftem or heading should:
o deseribe the mlormation and methods used to estublish the smounts o percentuges of simplified cost oplions.
towhidh costs they refer, ele
cxplatn the tormulas for caleubation of the fnal eligible amount,
- identifs the beneficiary who use the simpliffed ost option (i cise of affillated entity, specity first the
benellpmevy, inoorder o verify the s i st for sl Peniefietaey (whieh meludes i applicable
st ied cost omtions ol i afriiated entiy e
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© that the total costs stated in the Financial Report have been correctly determined:
Note: the Auditor is not required 1o verily the netual costs on which Tump sums. unit costs or

flat-rate financing are based.

3) Cut-off — tmplementation perviod (Article 14 1a)

(he Auditor verifies that the expenditure for o sclected item was incurred during the
implementation period of the Aetion, An exception is made for costs relating 1o final reports
including expenditure verification, audit and final evaluation reports of the Action and which

muy be ineurred afler the implementation period of the Action

{4) Budyet (Article 14.1h)
Ihe Auditor verifies that the expenditure for o selected item was indicated in the Aetion budget.

(5) Vecessary Arvicle 14.1e)

Ihe Auditor verilies whether it is plausible that the expenditure for a selected item was necessary
for the implementation of the Action and that it had 1o be ineurred for the contreted activities of
the Action by examining the nature of the expenditure with supporting documents,

ff1) Rocords (Articte 1+4.1d)

I'lie Auditor verifies (hat expenditure for o selected item is recorded in the Heneliciary(ies)'s
accounting system and was recorded in nccordance with the applicable accounting standards of
the country where the Beneficiury Is estublished und the Beneliciury's usual cost aceounting
practices,

(7 Applicahle tegistation (Arvticle 14.1¢)

The Auditor verifies that expenditure complies with the requirements of tas and social security
legislation where this is applicable (Tor exampler employer’s part of tases. pension premiums and
soci] seeurity charges),

(s) Justified (Avricte 14,1

e Auditor verilies that expenditure for a selected fem s substantiated by evidence (see seetion
| of Annes 28, Giidelines for Specific Procedures 10 be performed) and supporting documents
as speeified in Article 16.8 and 16,9 ol the Gieneral Conditions of the Grant Contraet,

1Y) Valuation

Mhe Auditor verifies that the monetary value of a selected expenditure ilem agrees with
underly ine documents (e invoices, salary statements) and that correct exchange rates are used
where applicable,

(1) Classification

e Auditor examines the nature ol the expenditure for u selected ftem and verilies that the
expenditure item has been classified under the correct tsubihending of the Financial Report,

(1) Compliance with Procurement Principles and Nationality and Origin Ruley

The Auditor verifies whether the Beneliciary has coneluded implementation contracts with
contractors @8 set out in Articles 10,1 and 14.1ativ) of the General Conditions and 10 which

expenditure (subjhending(s), o class(es) of expenditure ftems or expenditine item(s) this applies.
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Ihe Auditor verilies Tor the expenditure items coneerned whether the Beneficiary has complied
with the principles for procurement and the nationality and arigin rules as setout i Annes 1V
(Procurement by grant Beneficiaries in the context of Furopain Union external actions)

For this purpose the Auditor inspects the underlying documents of the procurcment and purchiase
process including where applicable proof of nationality and origin.

Where the Auditor finds issues of non-compliance, he/she reparts the nare of such issues as
well gs their financial impact in terms of ineligible expenditure, When examining supporting
documents the Auditor takes into aeeount the visk indicators listed at the end of Annes 2B,

3.2. Eligible Direct Costs (Article 14.2)

(1) I'he Auditor verifies that expenditure for selected items which are recorded under one of

the direct costs headings (1 1o 6) of the Financial Report, are covered by the direet costs

us defined in Article 14.2 by examining the nature of these expenditure items,

(2) Ihe Auditor verilies that duties, taxes and charges. meluding VAT which are recorded
ander direet costs are not recoverable by the beneficiary(ies) and/ or its(their) affiliated
entities (see Article 14.2.2) of the General Conditions). The Auditor abting evidence tha
the Benefietary(ies) and or s affilinted entities cannol reclnim the duties, laxes or
charges, including VAT throngh an exemption system and/or wrefund a posterior. For
this purpose the Auditor should reter 1o Annes I3l Cnformation on the tay regime)
which provides information on the tax regime applicable 1w grant contracts (Note: the
standard template / text is unnexed to the PRAG and it can be found at the PRAG website
mentioned at procedure |, | above).

In case Article 7 of the Special Conditions provides that duties. taxes and charges.
including VAT are not eligible, but the "gecepted costs system is introduced: they
remain ineligible costs, but they can be seeepted as co-financing. Therefore the Auditor
additionally verifies thut the s amount coneerned s reported under heading 12 ol the
financial report. is praperly computed, in line with supporting documents (¢, 11VOICes)
and relate 1o eligible costs and cost items neluded under headings | to [0 ol the

Financial Report,

3.3, Contingency Reserve (Article 14.6)

lhe Auditor verifies that the provision [or contingeney reserve (heading 8 in Financial Report)
does not exceed §% of the direet eligible vosts ol the Action and that the Coordinator has
obtained prior written authorisation from the Contracting Authority for the use of this

contingeney reserve,
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3.4, Indirect costs (Article 14.7)

I'he Auditor verilies that the indireet costs to cover overhead costs (heading 100in Finuncial
Report) do not exceed the masimum percentige of 7% of the wotal final amount of eligible direet
costs of the Action or the percentage established moarticle 3 ol the Special Conditions ol the

Grant Conteact if applicable,

3.5. In kind contributions (Article 14.8)

(13 The Auditor verifies that the costs in the Financial Report do not include contributions in
kind. Any contributions in kind (these should be listed separately in Annex I, Budgen for
the Action). do not represent detual expenditure and are not eligible costs,

(2) Contributions i kind can be aecepted as co-financmg and in this case this should be
explicitly stipulated in Article 7.1 of the Gram Contract, The Auditor verifies whether such
co-financing is applicable and whether it is properly stated under heading 12 of the Finuncial
Report.

3.6, Non-eligible costs (Article 14.9)

Ihe Auditor verifies that the expenditure o a seleeted item does not coneern an ineligible cost as
deseribed in Article 149 of the General Conditions. These costs melude inter alin currency
exchanpe losses,

3.7. Revenues of the Action

The Auditor examines whether the revenues which should be aneibuted 1o the Action (meluding
grants und funding received from other donors and other revenue generated by the Beneliciary as
purt af the Action have been allocated 1o the Action and disclosed in the Financial Report. For
this purpose the Auditor inguires with the Beneficiary and examines documentation obtained
from the Benefieiory(ies). The Auditor s nob espeeted 1o examine the completeness ol the

revenues reported,
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Annex 2B Guidelines for Specific Procedures to be performed

1, Verification Evidence

When performing the specific procedures listed in Annes 2A. the Auditor may apply techniques
such as inquiry and analysis, (rejeomputation. comparison, other elerical accuracy cheeks,
observation, inspection of records and documents, inspection of assets and obtaining
confirmations,

e Auditor abtains verification evidence from these procedures 1o draw up the report of’ factual
findings. Verification evidence is all wlormation used by the Auditor in arriving at the [aetual
findings and it includes the information contained i the: aecounting records underlying the
Finaneial Report and other information (frnancial dnd non-aneral)

[Tie contrnctual requirements that relate to verification evidence nre

o Expenditure should be identifiable, verifiable and recorded in the yecounting records of the

Beneficiary (Article 14.1.d ol the General Conditions of the Grant Contract)

o The Beneficiary(ies) will allow any external auditor to carry out verifieations o the hasis of
supporting documents for the accounts, gecounting documents and any other document
relevant 1o the financing of the Action, The Beneficiary gives access to all documents and
dutabases coneerning e technicnl and financial management ol the Action (Article 16.3 ol

the Gieneral Conditions),

e Article 16,9 of the General Conditions of the Grant Contract provides a list of the types and

nature of evidence that the Auditor will often find in expenditure verifications,

Moreaver. for the purpose of the procedures listed in Annex 2A, records, aceounting and
supporting documents:
o shull be easily accessible and filed so s 1o facilitate their examinution (Article 16,7 of the

Cieneral Caonditions):

e shall be uvailable in the original form or v the form ol copies (s set o in the PRAG)

including in electronie form,

Guidance  records and  accounting and  supporting  documents should be available in
docurmentary Torm, whether paper, electronic or other medium (e.p. @ writlen record ol
meettng 5 more reliable than an oral presentation ol the matters discussed), lectronic

doeuments can be aceepred only where:

- the documentation was first received or ereated (¢ an order form or confirmation) by the

Beneficiary(ies) in electronic form: or
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e Auditor Is satisfied that the Beneficinry uses an electronic archiving system which

meets estublished standards (e.g. o certified system which complies with national law).

o should preferably be obuined from independent sources outside the entity (an origimnal

supplier's invoice or contraet is more eelinhle than an intermally approved reeeipt note).
o which is generated internally is more reliable if it has been subjeet to control and approval:

o obtained directly by the Auditor (¢.g. inspection of assets) iy more reliable than evidence

obtained indireetly (¢ inguiry about the assetr),

I the Auditor finds that the aboye eriteria for evidence are not sufficiently met, he/she should

detail this in the factual findings.

2. Obtaining an understanding of the terms and conditions of the Grant
Contract (Annex 2A — procedure 1.1)

e Auditor obtgins an understanding of the terms and conditions of the Grunt Contract. S/he
should pay particular attention to Annes | of the Grant Contract (the Deseription of the
Actiom. Annex 1 (General Conditions) and Annex 1V (Procurement by grant Beneliciaries in
the context of European Union external actions) which provides principles for procurement
and nationality and origin rules.. Fuilure to comply with these prineiples or rules makes
expenditure ineligible for EU financing,

The Auditor ensures with the Beneficiury that the applicable principles for procurement
and the nationality and origin rules are clearly identified and understood, If the Auditor
finds that the terms and conditions to be verified are not sulficiently clear he/she should

request clurification from the Beneliciary.

3. Selecting Expenditure for Verification (Annex 2A — procedures 3.1 -
3.7)

Ihe expenditure elaimed by the Coordinator in the Financial Report i generally presented under
the following expenditure headings: 1. Human Resounrees, 2. ravel, 3. Egquipment and Supplies.
| Local office. 5 Other costs, services. 6. Other, 8. Provision for contingeney reserve and
10, Indirect costs. [ spenditure headings 1,10 6., represent divect costs of the Action. Expenditure
headings can be hroken down ime expenditure subhendings such as Tor example 1.1 Salaries,

I spenditure subheadings can be broken down into individual expenditure items or clisses off
expenditure items with the same or similar characteristies. he torm and nature ol the supporting
evidence (€.g. a payment, o contract, an invoice efe.) and (he wity expenditure is recorded (e.g,

journal entries) vary with the type and nature of the expenditure and the underlying pelions or
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iransactions. However, in all cases expenditure items should reflect the accounting (or financial)
value of the underlying actions or transictions. whatever the type and nature of the action or
transaction coneerned

Value should be the principal factor used by the Auditor to seleet expenditure items or classes of
expenditure items far verification. The Auditor selects high-value expenditure items o ensure an

appropriate coverage ol expenditire

4. Verification Coverage of Expenditure (Annex 2A — procedures 31 -
3.7)

The Auditor applies the prineiples and eriferia set out below when planning and performing the
specific verification procedures for selected expenditure in Annex 2A (procedures 3.1 3.7).
Verification by the Auditor and verilication coverage of expenditure items does not necessarily
mean 8 complete and exhaustive verification of all the expenditure items that are included in i
specilic expenditure heading or subhieading. The Auditor should ensure o systematic and
representative verilication. Depending on certain conditions (see Turther below) the Auditor may
obtain sufficient verification results for an expenditure heading or subheading by looking at u
limited number of selected expenditure ilems.

The Auditor may apply statistical sampling lechniques for the verifieation ol one or more
expenditure headings or subheadings ol the Financial Report. The Auditor examines whether
‘populations” (i.e. expenditure subheadings or classes of expenditure itlems within expenditure
subheadings) are suituble and sufficiently large (Le, are made up of large numbers of flems) for
ellective statistical sampling,

If upplicable the Auditor should explain in the repor of fuctual findings tor which headings or
subheadings of the Financial Report sampling has been applied. the method used. the results
obtained and whether the sample is representative.

The Expenditure Coverage Ratio (*ECR') is the total amount af expenditure verified by the
Auditor, expressed ms @ percentage of the tatal amount of expenditure reported by the
Coordinator in the Finanelal Report. This amount is reporied in Annex v ol the Grant Contracl,
e Auditor ensures that the overall FER s al least 65 %, I hershe finds an exceplion rate of less
than 10% of the total amount ol expenditure verilied (e 6.5%) the Auditor linalises the
verflication procedures and continues with reparting

If the exception rate found is higher than 10% the Auditor extends veritication procedures until
(e ECR is at least 85%. The Auditor then finalises verification procedures and continues with
reporting regardless of the total exception rate found. The Auditor ensures that the ECR for each

expenditure heading and subheading in the Fmaneial Report is at least 10 %,
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5. Procedures to verify selected Expenditure (Annex 2A — procedures 3.1
-3.7)

Ihe Auditor verifies the selected expenditure items by earrying out procedures 3,1 311 histed in
Annes 2A and reports all the facwal findings and exeeptions resulting from these procedures,
Veritication exceptions are all verification deviations found when performing the procedures sel
out in Annex IA
I'e Auditor quantifies the amount of verification exceptions found and the potential impact on
the U contribution, should the Commission declare the expenditure item(s) concerned ineligible
(taking into account the percentage of Tunding by the Commission and the fmpact on indirect
expenditure (e administrative costs, overheads)). The Awditor reports all exceptions: found,
eluding those for which he/she cannot guantify the amount ol the verification exception found
andd the potential impaet on the U contribution,
Example: if the Auditor finds an exception of € 1000 with regard to procurement prineiples for o
grant contract where the EU finances 60% of the expenditure and where indireet costs
represent 7% of total direct eligible expenses, the Auditor reports an esception ol

€ 1000 and a financial impact of 642€ (€1 000 x 60% x 1.07).
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RISK INDICATORS PROCUREMENT

o Ineonsistencies in the dates ol the documents or fHogieal seguence of dates, Fxamples,

Fender dated afier the award of gontraet or betore the sending of the invitations o tender

Fender by the winning tenderer duted before the publication date of the tender or dated

significantly later than tenders from other tenderers
Fenders by different candidates oll having the same date

Dates on documents not plausible/consistent sith dites on aecompanying documentation
(¢ & date on the tender not plausible/consistent with the postal dute on the envelope; date of

a fix not plausible/consistent with the printed date of the fax machine)

o Unusual similarities in tenders by candidates participuting in the same tender [axamples:

Same wording. sentences and terminology in tenders from different tenderers

~ Same layout and format (e.g. font type. font size, margin sizes, indents, paragraph wrapping,
ete.) in tenders from different tenderers
Similar letterhead puper or fogos
Same prices used in tenders from different tenderers 1ar i number of subcomponents or line
iems
Identical gramimar, spelling or Ly piing errors i tenders (ram different tenderers

Uise of similar stamps and similarites in signatures

o Financial statement or other information indicating that two tenderers participating in the
same tender are related or part of the same group (e where financial statements are
provided. the notes 1o the financial statements may disclose ultimate ownership of the group.

Ownership information may also be found in public registers for accounts.)

o Ihconsistencies in the selection and wward decision process. Fxamples:
Award decisions not plausible / consistent with selection and award criteria
Frrars in the application ol the selection and nward eriteria

A regular supplier of the beneficiary purticipates ds i member of o tender evaluation

commitiee

o Other elements and examples mdicating a risk of a privileped celutionship with tenderers:

e same tenderer (or small group of tenderers) fs Invited with unusial frequency to tender

for differem contracts
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e same tenderer (or small group of tenderers) wins an unusually high proportion of the
hids

A tenderer is frequently awarded contracts Tor difterent ty pes of goods or services

The winning tenderer invoices additional goods not provided for in the tender (e.g.
additional spare parts invoiced without clear justification, installation costs invoiced

although not provided for in the tender).

o Other documentation. issues and examples indicating a risk ol iregularities:

Use ol photocopies instend of original documents

~ Use of pro-forma invoices us supporting documents instead of officiul inyoices

~ Manual changes on original documents (e Ngures manually changed, fiures Hippesed”,
ete.)
Use of non-ofTicial documents (e.g letterhend paper nol showing certuin ol ficinl and/or

compulsory information such as commereial registry number, company fax niumber, ete.)
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Annex 3 Model Report for Expenditure Verification of an EU Grant Contract

["HOW TO USE THIS MODEL REPOR | All test highlighted in yellow in this mode] report is for
instruction only and auditors should remove it after use. Informution requested in pointed brackets
| <o (e <name of the Coordinator>) must be filled in by the suditor,

“To be printed on AUDITOR'S letterhead -«

Report for an Expenditure Verification of a Grant Contract
External Actions of the European Union
<Title of and number of the grant contract >

TABLLE OF CONTENTS

Report of Factual Findings

I Information about the Grant Contract

2 Procedures performed and Factual Findings

Annex | Financial report for the Grant Contract

Annex 2 Terms of Reference Expenditure Verification
Report of Factual Findings

<Name ol contact person(s)>, < Position=>

< name ol the Coordinator>

<Address>

<dd Month yyyy>

Dear <Name of contaet personts)>

I accordanve with the terms ol reference dated <dd Month yyyy> that you agreed with us, we
provide our Report of Factual Findings Clhe Report™) with respect 1o the aceompunying
Financiul Report for the period covering =dd Month yyyy dd Month yyyy= (Annex | ol this
Report). You requested certain procedures to be carried out i connection with your Financial
Report and the Furopean Union financed Grant Contract concerning < title and number of the
contract=, the *Grant Contract’

Objective

Our engagement was an expenditure verification. which is an engupement to perform certain
agreed-upon procedures with regard 1o the | inaneial Report Tor the Grant Contract hetween you
and <the European Commission or the pame ol another contracting authority > the “Contracting
Authority'. The objective of this expenditure verification is for us to earry out certain procedures
to which we have agreed and 10 submit 1o you a report of factual ndings with regard 10 the
procedures performed,

Standards and Ethies

Our engagement was undertaken in aecordance with:
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(nternutional Standard on Related Services (ISRS") 4400 Engagentents 1o perform Agreed-upon
Procedures regarding Financial hiformation ns promulgated by the International Federation ol
Accountants (TFAC)

the Cude of Ethics Jor Professional Accauntants issued by the IFAC. Although ISRS 4400
provides that independence is not o requirement for agreed-upon procedures engagements, the
Contracting Authority requires that the auditor also complies with the independence requirements
of the Code of Ethics for Professional Accountanty:

Procedures performed

As requested, we have only performed the procedures listed in Annes 2A of the terms of
reference for this engagement (see Annex 2 ol this Report).

Ihese procedures have heen determined solely by the Contracting Authority and the procedures
were performed solely o assist the Contracting Authority in evaluating whether the expenditure
cluimed by you in the accompanying Financlal Report is eligible in accordance with the terms
and conditions of the Grant Contraet,

Because the procedures performed by us did not constitute either un uudit or a review made in
accordance with International Standards on Auditing or International Standurds o Review
[ngagements, we do not express any assurance on the accompanying Financial Report,

Had we performed additional procedures or had we performed an audit or review of the financial
statements of the Beneficlury in accordance with International Stundards on Auditing. other

matters might haye come o our attention that would haye been reported to you,

Sources of Information

e Report sets out informution pravided 1o us by you in response (o speeilic questions or as
abtained and extracted from your accounts and records

Factual Findings

Ihe total expenditure which is the subject of this expenditure verification amounts 1o LR
“AXXXXN

Ihe Expenditure Coverage Ratio is <xx%>, [his ratio represents the fotal amount ol expenditure
verified by us, expressed as o percentage ol the total expenditire which is the subjeet of this
expenditire verifiention The latter amaoint s cqual 1o the totl amount ol expenditure reporned
by you in the Financial Report and elafmed by you Tor deduction from the tatnl sum ol pre-
fnancing under the Grant Contract as per your Payment Request of <dd Month yyyy=.

We report the details of our factual findings which result from the procedures that we performed
in Chapter 2 of this Report.

Use of this Report

Ihis Report is solely Tor the purpose set forth above under objective,

[his report is prepared solely for your own confidential use and solely for the purpose of

stthmission by yvou to the Contracting Authority in conneetion with the requirements s set oul in
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Article 15 of the Genersl Conditions of the Grant Contract, s repart may not be relied upon by
yvou Tor any other purpose, nor may it be distributed 1 any other parties,

e Contracting Authority is not a party 1o the agreement (the terms ol reference) between you
and us and therelore we do nol owe or assume o duty of eare o the Contracting Anthuriy. who
may rely upon this expenditure verification report at its own rish and diseretion, [he Contraeting
Authority can assess for itself the procedures and findings reported by us and draw its own
conelusions lrom the factual findings reported by us.

The Contracting Authority muy only disclose this Report to others who have regulatory rights of
aceess 10 i, in particular the Luropean Commission (Delete il the Commission is the Contracting
Authority), the European Anti=Fraud Office and the Luropean Court of Auditors

[his Report relates only 1o the Financial Report specified above and does not extend o any of
your financial suements,

We look forward o discussing our Report with you and would be pleased 1o provide any further
information or assistance which may be required.

Yours sincerely,

Auditor's signature [person or firm or both, as appropriate and in accordance with
company policy]

Name of Auditor signing |person or firm or both, as appropriate]

Auditor's address [oflice having responsibility for the engagement|

Date of signature <dd Month yyyy> [date when the final report is signed|
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I Information about the grant contract
<Chapter 1 should include & brief descripion of the Grant Confract and the Action, the
Coordinator/Beneliciary (ies)/AfMiliated entity(ies), and key financial/budget information (maximum |
page).>
2 Procedures performed and factual findings
We have performed the tollowing specific procedures listed in Annex 2A ol the terms al reference for
the expenditre verification of the Grant Contraet ("ToR™):

I General procedures

2. Procedures 1o verily conformity of expenditure with the budger and analyticul reyiew

3. Procedures to verily selected expenditure
We have applied the rules for selection of expenditure and the principles and griteria for verification
coverage as set out in Annex 2B (sections 3 and 4) of the ToR for this expenditure verilication,
<Explain here any difficultics or problems encountered=
Ihe total expenditure veritied by us amounts to FER < xxss - and 15 summarised in the table below, The
averall I xpenditine Coverage Ranio is < xx%>,
<Provide here n summary table of the Financial Report in Annex 1. presenting for each (sub)
heading the total expenditure amount reported by the Coordinator, the total expenditure amount
verified and the percentage of expenditure covered>
We have verified the selected expenditure s shawn in the above summary table and we huve carried out.
for cach expenditure item seleeted. the verification procedures specified at point 3.1 10 3.7 of Annex 2A
of the ToR for this expenditure verification. We report our factual findings resulting from these
procedures below,
1. General Procedures
1.1 Terms and Conditions of the Grant Contract
We have obtained an understanding of the terms and conditions of this Gramt Contrac in uecordance

with the guidelines in Annes 218 (section 2) ol the ToR

“Describe factual findings und specify errors and exceptions. Procedures 1.1-1.6 in Annex 2A, 1T there
are no factual findings, this should be explicitly stated as follows for cach procedure: “No factual
(Tndings have arisen from this procedure’.>

1.2 Financial Report for the Grant Contract

1.3 Rules for Accounting and Record Keeping

14 Reconciling the Financinl Report (o the Beneficiary's Accounting System and Records

L5 Exchange Rates

1.6 Simplified Cost Options

2, Procedures to verify conformity of Expenditure with the Budget and Analytical Review

2.1 Budget of the Grant Contract

2.2 Amendments to the Budger of the Grant Contract
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<Describe fuctual findings und specify errors and exceptions, Procedures 2.1 2.2 in Annex 2A. 11 there
are no factual findings this should be explicitly stated as follows for each procedure: “No factual findings
have arisen from this procedure’ >

3 Procedures to verify selected Expenditure

We have reported further below all the exceptions resulting from the verification procedures specified ul
point 3.1 3.7 of Annex 2A of the ToR for this expenditure verificution insofar as these procedures
upplied to the selected expenditure em

We hive quantified the amount of the verification exceptions found and the potential impact on the U
contribution. should (he Commission declare the expenditure ftem(s) concerned ineligible (where
applicable whking into account the percentage of funding of the Commission and the impact on indirect
expenditure (e.g. administrative costs, overheads)). We layve reported all the exceptions found. including
the ones For which we cannot quantify the amount or the potential impact on the LU contribution,
<Speeify the expenditure amounts / items for which exceptions (= deviations between fucts and eriterin)
were Tound. and the nature of the exception — this means which of the specific condition(s) described in
point 3.1 3.7 of Annex 2A ol the LoR were not respected. Quantify the amount of verification
exceptions found and the potential impact on the EU contribution. should the Commission declure the
expenditure item(s) coneerned incligible.>

3.1 Eligibility of Costs

We have verified, for each expenditure item selected, the eligibility eriteria set out at pracedure 3.1 in
Annex 2A ol the ToR Tor this expenditure yerification,

<Deseribe Tactunl findings and specify errors and exceptions, Procedure 3.1 in Annex 2A: eligibility of
costs and the eligibility eriteria (1) 10 (9), Example: we found that an expenditure amount of €6500
included in subheading 3 2 (lurniture, computer equipment) of the Fingneial Report was not eligible. An
amount of €2000 related to expenditure incurred outside the implementation period, Supporting
evidence was not available for 3 transactions totalling €1.200, The required procurement rules for
purchases of office computers (or €3, 300 were not respected. (Note: relevant details such as secounting
record references or documents should be provided ).

3.2 Eligible Direct Costs (Article 14.2)

3.3 Contingeney Reserve (Article 14.6)

34 Indireet Costs (Article 14.7)

3.5 In kind contributions Article 14.8)

3,6 Non-eligible costs (Article 14.9)

3.7 Revenues of the Action

<Deseribe factual findings and specify errors and exceptions. Procedures 3.2-3.7 in Annex 2A>
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Annex | Financial Report for the Grant Contract

<Annex | should tnelude the Beneticiary's finaneial report for the Grant Contraet which is the subject of
the verification, The financial report should be dated and indiente the period covered =

Anncex 2 Terms of Reference Expenditure Verilicution

<Annex 2 should mclude a signed and dated copy of the terms of reference for the expenditure
verification of this Grant Contract including Annex 1 (information about the Grant Contract) and Annex
2A (Listing of the specific procedures to be performed) =




