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[bookmark: _Toc149734320]Annex 1:	Engagement Context – Key Information for a Systems Audit (design and operating effectiveness of the ICS)

	Tender Specifications for a Systems audit concerning
	[title of the Project if applicable]

	Entity subject to audit
	[name of the Entity subject to audit]]

	Location of the Entity
	[full address of  the Entity subject to audit]

	Contact details of the Entity and others involved with the Project
	See G Contact Details



	
A	Reason for the Audit

	Issue
	Question
	Reply
	Reference / Notes

	
Audit Plan
	1 Has the audit been foreseen in an Audit Plan? 
If yes, which one.
	Y/ N/?
	

	
	2 Has a risk analysis been carried out and documented?
If yes attach a copy of the risk analysis.
	Y/ N/?
	A00 / …

	Mandatory audits
	3 Is this audit required in the Contractual Conditions? 
If yes refer to source document.
	Y/ N/?
	A00 / …

	Other reason
	4 Is this audit requested for a specific reason?
If yes, explain that reason.
	Y/ N/?
	



	
B	Logistics

	Issue
	Question
	Reply
	Reference / Notes

	
Location
	1 Does the Entity retain documentation (both accounting records and supporting vouchers and invoices) at their head office?
	Y/ N/?
	

	
	2 Is this original or copy documentation? If this is copy documentation, where are the originals located?
	►
	

	
	3 Are the Project activities centralised or dispersed?
	►
	

	
	4 Are staff operating key controls located at different Project locations? If yes, specify.
	Y/ N/?
	

	
	5 Are key staff involved with the Project contactable?
	Y/ N/?
	

	
Language
	6 What is the language of the Contractual Conditions
(Financing Agreement, contracts etc)?
	►
	

	
	7 In what language does the Entity retain accounting records and supporting documentation?
	►
	

	
	8 Which language do key staff speak?
	►
	


Note: The term Project refers to the project subject to audit as described at Section 5 of the TS (Scope). <the term project may be replaced by 'programme', 'action', 'contract' or another appropriate term provided that Section 5 of the TS sets out  clearly what that term covers and that it is used consistently>

	
C	Contractual Conditions for the Project [to delete if not applicable]

	Issue
	Question
	Reply
	Reference / Notes

	Regulations
	1 What regulations were applicable to the agreement(s) / contract(s)? .
	►
	

	
Agreement / contract type
	2 Is there a Financing Agreement ('FA')?
	Y/ N/?
	C00 / …

	
	3 What is the type of action foreseen in the FA 
(e.g. grant, budgetary support, TA) 
	►
	

	
	4 Are there one or more contracts 
(e.g. grants, services, supplies, works)?
	Y/ N/?
	C00 / …

	
	5 Are there one or more other types of contracts or similar documents (e.g. programme estimates)?
	Y/ N/?
	C00 / …

	
	6 Are there any particularly onerous or difficult conditions in the agreement(s) / contract(s) that may increase risk of non-compliance? Examples: procurement and origin rules and rules for taxes including VAT in expenditure.
	Y/ N/?
	

	
Agreement / contract financial data (1)
	7 What is the total value of the agreement(s) / contract(s)?
	►
	

	
	8 What is the total EC ('European Commission) contribution?
	►
	

	
	9 What is the total amount paid by the EC?
	►
	

	
	10 Are there other contributions 
(e.g. co-financed, multidonor)?
	Y/ N/?
	


(1) Where appropriate or necessary supporting schedules can be used to present and summarise the financial data of more than one contract. 



	
D	Entity subject to Audit

	Issue
	Question
	Reply
	Reference / Notes

	

Factual data
	1 How large is the Entity (small, medium-sized, large)? Criteria to be used for small: < 50 employees; medium-sized: < 250 employees and large: > 250 employees.  
Is it part of a larger national/global organisation?
	►
	

	
	2 Does the Entity have a legal status?
	Y/ N/?
	

	
	3 Is the Entity registered for VAT?
	Y/ N/?
	

	
	4 Have any EC funds been previously awarded to the Entity?
	Y/ N/?
	

	
	5 Has the Entity had any previous direct experience of EC contracts and associated regulations? If yes, have any problems been encountered?
	Y/ N/?
	

	


Internal control systems
	6 Does the Entity have an organisation chart?
	Y/ N/?
	D00 / …

	
	7 Is there an indication of the number of staff employed by the Entity and the functions / areas they work in?
	Y/ N/?
	

	
	8 Does the Entity have a double-entry bookkeeping system in place?  Are the financial reports for the Project prepared directly from this system?
	Y/ N/?
	

	
	9 Is accounting carried out on a cash or accruals basis?
	Y/ N/?
	

	
	10 Does the Entity have a chart of accounts? 
	Y/ N/?
	

	
	11 Is there a (description of the) filing system in place at the Entity and are audit trails maintained? 
	Y/ N/?
	

	
	12 Does the Entity have written procedural manuals?  
Are these actively distributed and used?
	Y/ N/?
	

	
	13 Does the Entity keep a separate bank account for project funds?  Are any interest-bearing accounts used?
	Y/ N/?
	

	
	14 Do the key project financial staff have appropriate qualifications/skills?
	Y/ N/?
	

	
	15 Do training mechanisms exist for Entity staff or those implementing the project activities?
	Y/ N/?
	

	
	16 Does an internal audit function exist?  
Has any internal audit of the project taken place?
	Y/ N/?
	

	
	17 Are audit recommendations (internal or external) implemented?  How is this achieved?
	Y/ N/?
	

	
	18 Are there audit or risk management committees in place at the Entity?
	Y/ N/?
	

	
	19 Is there a steering committee in place for the Project?
	Y/ N/?
	

	
	20 If yes, have any issues arisen with regard to the work or functioning of this Committee?
	Y/ N/?
	



	
E	Project subject to Audit [to delete if not applicable]

	Issue
	Question
	Reply
	Reference / Notes

	
Financing structure
	1 To what degree were the EC funds devolved to entities other than the Entity named in the agreement/contract, who then had a responsibility for their custody?
	►
	

	
	2 Was the contract awarded to a consortium? 
 If so, what was the structure and internal reporting and review process?
	Y/ N/?
	

	
Financial report
	3 Is there a financial report for the Project?
	Y/ N/?
	E00 / …

	
	4 What is the period covered (i.e. cut-off date)?
	►
	

	
	5 Is there a Statement of fixed assets for the Project?
	Y/ N/?
	E00 / …

	




Progress
	6 How soon after signing the contract did the Project activities begin?  
Is the Project a continuation of a previous one?
	Y/ N/?
	

	
	7 Are progress reports for the Project (financial and non-financial/narrative) available?
	Y/ N/?
	E00 / …

	
	8 What is the status of the Project activities? 
Has there been any delay in the implementation of Project activities or disbursement of funds?
	►
	

	
	9 Approximately how many expense transactions (i.e. type) have been incurred to date?
	►
	

	
	10 What is the distribution of these transactions (main categories of capital and operating expenditure for the Project, few of large value or many of small)?
	►
	

	
	11 To what degree have Project transactions been carried out in cash?  
	►
	

	
	12 In how many currencies have transactions been carried out in over the period of the agreement/contract?
	►
	





	
E	Project subject to Audit (continued)

	Issue
	Question
	Reply
	Reference / Notes

	
Procurement & subcontracting
	13 How much capital expenditure was budgeted in the Project contract?  How much has been spent to date?
	►
	

	
	14 What type of fixed assets were purchased / procured? Examples: computers, vehicles or specific equipment and machinery.
	►
	

	
	15 Are fixed assets located centrally or are they dispersed?
	►
	

	
	16 How many times have procurements for goods, services or works been undertaken during the period covered by the financial report?
	►
	

	
	17 Were the EC involved in any procurement undertaken?
	Y/ N/?
	

	
	18 Have there been any problems with the procurement or with the country of origin regulations?
	Y/ N/?
	

	


Monitoring & evaluation
	19 Has the EC frequently monitored the progress of the Project? Are monitoring reports / memos available?  
	Y/ N/?
	E00 / …

	
	20 Has the Entity submitted financial and narrative reports on time?  
	Y/ N/?
	E00 / …

	
	21 Have these reports been of an acceptable quality?
	Y/ N/?
	

	
	22 Have any issues arisen as a result of monitoring?
	Y/ N/?
	

	
	23 Has any ineligible expenditure been identified in interim reports?
	Y/ N/?
	

	
	24 Have any other instances of non-compliance been identified? Examples: contractual conditions for visibility or for transfer of assets.
	Y/ N/?
	

	
	25 Has the EC carried out or outsourced any external evaluations of the Project and are evaluation reports available?
	Y/ N/?
	E00 / …

	

Previous audits
	26 Have any mandatory audits (i.e. expenditure verifications) contracted by the Entity of grant and service contracts been performed?
	Y/ N/?
	E00 / …

	
	27 Have any audits contracted by the EC been performed?
	Y/ N/?
	E00 / …

	
	28 Have any statutory audits of the Entity been performed?
	Y/ N/?
	E00 / …

	
	29 Have any audits of the Entity by national instances (e.g. court of auditors) been performed?
	Y/ N/?
	E00 / …

	
	30 Have any audits of the Entity by the European Court of Auditors been performed?
	Y/ N/?
	E00 / …

	
	31 Have any significant findings been raised by these audits?  If so, what are they?
	Y/ N/?
	



	
F	Other information

	Issue
	Question
	Reply
	Reference / Notes

	
Other Indicators of potential issues
	1 Has the EC identified any other issues about which they have concerns?
	Y/ N/?
	

	
	2 Has the audit in question been postponed for any reason which would indicate a higher degree of risk to the Project?
	Y/ N/?
	

	
	3 Has there been any extension or reduction to the Project duration which would indicate a higher degree of risk surrounding the project?
	Y/ N/?
	

	
	4 Have staff, particularly financial, changed during the course of the Project?
	Y/ N/?
	

	
	5 Have any issues regarding staff morale come to the EC's attention?
	Y/ N/?
	

	
	6 Does one individual exert a dominant influence within the Entity?
	Y/ N/?
	

	
	7 What is the nature of the local economy (i.e. cash-based or otherwise)?
	Y/ N/?
	

	
	8 Have any instances of fraud or irregularities been previously identified in dealings with the country or with the particular Entity?
	Y/ N/?
	





	
G	Contact Details

	Entity : [full name of the entity subject to audit]

	Address
	
	Country
	

	Phone
	
	Fax
	

	Website
	

	Key contact  

	Name
	
	Function
	<indicate executive function  e.g. Director, General Manager, Head of Finance and Accounting>

	E-Mail
	
	Phone/Fax
	

	Delegation of the European Union in [Country]

	Address
	
	Country
	

	Phone
	
	Fax
	

	Audit Task Manager

	Name
	
	Function
	

	E-Mail
	
	Phone/Fax
	

	DG INTPA Headquarters <delete this table if not applicable>

	Audit Task Manager

	Name
	
	Function
	

	E-Mail
	
	Phone/Fax
	




	
H	List of indicative Key Documents attached

	Index N°
	Description of key document

	
A	Reason for the Audit

	A01
	[e.g. copy of the Project Risk Sheet as used for the DG INTPA Audit Plans or other risk documents]

	etc
	

	
B	Logistics

	B01
	[e.g. general information about the Entity such as an organisation brochure]

	etc
	

	
C	Agreement Terms and Conditions

	C01
	[e.g. Financing Agreement for the Project]

	C02
	[e.g. Grant contract for the Project]

	etc
	

	
D	Entity subject to Audit

	D01
	[e.g. organisation chart]

	D02
	

	etc
	

	
E	Project subject to Audit

	E01
	[e.g. Financial Report for the Project]

	E02
	[e.g. Statement of fixed assets]

	E03
	[e.g. Progress reports]

	E04
	[e.g. Monitoring reports / memos]

	E05
	[e.g. External evaluation reports]

	E06
	[e.g. Audit reports]

	etc
	

	
F	Other Information

	F01
	

	etc
	



 Consolidated
EuropeAid AAP
(draft/final)
Distribute and publish final consolidated AAP EuropeAid
Collect and process  AAPs 
& prepare draft consolidated AAP 
Obtain target populations and carry out (risk) analysis

Delegation
AAPs 
AAPs
Directorates A-D
& EuropeAid.05
Obtain target populations and carry out (risk) analysis
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