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1
Introduction

[<The following introduction part should only be used if the International Organisation has concluded a Framework Agreement including a verification clause with the European Commission. If there is no Framework Agreement the part on 'Framework Agreement and Verification Clause' must be removed. Consult the DEVCO Companion to find out whether a relevant Framework Agreement with a verification clause exists.>
	Framework Agreement and Verification Clause

A Framework Agreement was signed between the European Commission ('EC' or 'Commission') and [name of the IO] on [dd/mm/yyyy]. This Agreement provides the general principles and the main conditions for co-operation between the EC and [name of the IO]. Attachment [xx] of the Agreement includes a verification clause with verification provisions and guidelines for on-the-spot verification missions by Commission services to [name of the IO]. The provisions and principles of the Framework Agreement and its Verification Clause must be respected for the planning, conduct and reporting of the verification mission covered by the specific terms of reference set out further below.]


The following are the specific terms of reference (‘ToR’) on which the European Commission ('EC' or 'Commission') agrees to engage the Contractor to perform a verification mission of an action managed by an International Organisation and to report on this Action. 
These ToR are prepared for the use of the Contractor and the Commission and they shall not be disclosed to the International Organisation ('IO') subject to verification unless agreed specifically by the Commission in writing.

In these ToR and in Annexes 1 to 4 which form an integral part of these ToR the following terms apply:
· 'Verification Mission' refers to this engagement which is a verification based on the principles of an agreed-upon procedures engagement. For ease of reference the term 'verification' may be used throughout these ToR and the annexes.
· 'Action' refers to the Action subject to verification as described at Section 5 (Scope) of these ToR. An Action is an Action or programme undertaken by the IO and it may be much wider (scope and duration) than the EC contribution financing part of it. The Action is entitled '[title of the Action]'.

· 'Agreement' refers to the Agreement concluded between the EC and the IO and its Annexes which together constitute the legal basis for this EU funded external action. 
· 'Contractual Conditions' refers to the conditions, rules and criteria set out in the Agreement.
· 'System of Accountability for the Action' refers to the accounting system and procedures, control and procurement procedures, reporting and oversight/audit mechanisms put in place by the IO and insofar these pertain to the Action(s).
· 'Contractor' refers to the firm contracted for performing this verification and for submitting a report to the Commission. 'Contractor' can refer to the person or persons conducting the verification (the verification team), usually the engagement partner or other members of the engagement team. The engagement partner is the partner or other person in the firm who is responsible for the engagement and its performance, and for the report that is issued on behalf of the firm, and who has the appropriate authority from a professional, legal or regulatory body. 
· 'Verification team' and/or 'verifier(s)'. Where the terms 'verification team' or 'verifier(s)' are used, this refers to the verification team of the Contractor.
· 'International Organisation ('IO')' refers to the entity subject to verification. It is the organisation responsible for implementing the Action, which is using the funds for the Action and which is required to report on the Action and the use of funds. 
· 'Commission' refers to the European Commission, the contracting authority for this verification. The Commission may be represented by a service or unit of EuropeAid Development and Co-operation Directorate General ('DEVCO') or by an EU Delegation.

· 'Audit Task Manager' ('ATM') refers to the Commission official who is responsible for managing the verification and who is the Contractor's primary contact point in a Commission service or in an EU Delegation.
2
Objectives

The objective of the verification is to acquire an understanding of, and to report on the system of accountability for the Action(s) put in place by the IO in order to enable the Commission to report to its own institutions on the proper use of EC funds. 

The verification team may also request all relevant financial information (drawn from accounts and records) and seek clarifications of information, including verification of underlying documents. Such information will be in a form which makes it possible for the verification team to verify the use to which EC funds or contributions have been put.

The verification shall result in report of factual findings. The objective of the verification is not to audit the IO and hence no audit opinion will be issued.
3
Standards and Guidance

The Contractor who performs this verification is governed by:

· The International Standard on Related Services (‘ISRS’) 4400 Engagements to perform Agreed-upon Procedures regarding Financial Information as promulgated by the IFAC.

· The IFAC Code of Ethics for Professional Accountants (issued by IFAC's International Ethics Standards Board for Accountants (IESBA), which establishes fundamental ethical principles for Contractors with regard to integrity, objectivity, independence, professional competence and due care, confidentiality, professional behaviour and technical standards; 

· The IFAC International Standards on Quality Control (ISQCs), which establish standards and provide guidance on an Auditor's system of quality control.
4
Requirements for the Contractor
4.1
General Principles

By agreeing these ToR the Contractor confirms that he/she meets at least one of the following conditions:

•
The verifier and/or the contractor is a member of a national or international accounting or auditing body or institution which in turn is member of the International Federation of Accountants (IFAC).

•
The verifier and/or the contractor is a member of a national accounting or auditing body or institution. Although this organisation is not member of the IFAC, the verifier commits him/herself to undertake this engagement in accordance with the IFAC standards and ethics set out in these ToR.

•
The verifier and/or the contractor is registered as a statutory auditor in the public register of a public oversight body in an EU member state in accordance with the principles of public oversight set out in Directive 2006/43/EC of the European Parliament and of the Council (this applies to auditors and audit firms based in an EU member state) .

•
The verifier and/or the contractor is registered as a statutory auditor in the public register of a public oversight body in a third country and this register is subject to principles of public oversight as set out in the legislation of the country concerned (this applies to auditors and audit firms based in a third country).
4.2
Qualifications, Experience and Team Composition
4.2.1 Qualifications and Experience
The Contractor shall employ staff with appropriate professional qualifications and suitable experience with IFAC standards, in particular International Standards on Auditing and ISRS 4400 and with experience in verifying and auditing financial information of entities comparable in size and complexity to the IO. 
 (i)
The leader of the fieldwork team shall be at least a category 2 expert who has:
-
Experience with audits or audit related engagements (e.g. review or agreed-upon procedures engagements) of development aid programs and Actions funded by national and/or international donors and institutions; and 
-
A sufficient knowledge of the IO's accounting, finance, reporting and regulatory procedures.

 (ii)
<Optional> The verification team
 shall have the experience and knowledge mentioned at (i) above in [specify geographic zone, country]
(iii)
<Optional> The verification team shall have the experience and knowledge mentioned at (i) above with regard to [specify an external aid sector or instrument]
(iv)
<Optional> The verification team shall have sufficient knowledge of relevant laws, regulations and rules in the country concerned. This includes but is not limited to taxation, social security and labour regulations, accounting and reporting. 

(v)
<Optional> The verification team shall be fluent in [specify language(s)]
(vi)
<Optional> The verification shall have a good knowledge of [specify knowledge]
4.2.2 Team composition

The verification team required for this engagement will be composed of a category 1 expert who has the ultimate responsibility for the verification and a verification team which is composed of an appropriate mix of category 2 – 4 experts. It is the responsibility of the Contractor to propose and use a verification team which is composed of an appropriate mix of experts for this engagement.
4.2.3 Categories of staff/experts

The Commission distinguishes 4 categories of auditors. For each category the experts must have the following qualifications: 
Category 1 – Audit Partner

A Category 1 expert (audit partner) should be a partner or another person in a position similar to that of a partner and be a highly qualified expert with relevant professional qualifications who assumes or has assumed senior and managerial responsibilities in public audit practice.

He/she should be a member of a national or international accounting or auditing body or institution. He/she must have at least 12 years of professional experience as a professional auditor or accountant in public audit practice. Experience with audit related services in beneficiary countries of EU External Action Programmes will particularly be taken into account for the evaluation at the level of specific contracts.

The audit partner will be the person who will be responsible for the specific contract and its performance as well as for the report that is issued on behalf of the firm. He/she has the appropriate authority from a professional, legal or regulatory body and is authorized to certify accounts by the laws of the country in which the audit firm is registered.


Category 2 - Audit Manager

Audit managers should be qualified experts with a relevant university degree or professional qualification. They should have at least 6 years' experience as a professional auditor or accountant in public audit practice including relevant managerial experience of leading audit teams.

He/she should be a member of /or certified by a national or international accounting or auditing body or institution.


Category 3 – Senior Auditor

Senior auditors should be qualified experts with a relevant university degree or professional qualification and at least 3 years professional experience as a professional auditor or accountant in public audit practice.


Category 4 – Assistant Auditor

Assistant auditors should have a relevant university degree and at least 6 months professional experience in public audit practice. 

4.2.4 Curricula Vitae (' CVs')

The Contractor shall provide the Commission with CV's of the partner or other person in the firm who is responsible for the verification and for signing the report together with the CVs of the experts (managers, seniors and assistants) proposed as part of the verification team. CVs shall include appropriate details on the type of audits or audit related engagements (e.g. review or agreed-upon procedures engagements) carried out by the staff indicating capability and capacity to undertake the verification as well as details on relevant specific experience. 
The Commission will examine the CV's before it signs the contractual document for this engagement and will reject them if they are not considered suitable for the requirements of the engagement.
5
Scope
[Delete if there is no Framework Agreement This verification shall be performed on the basis of Annex II (General Conditions) of the Agreement
.]
The verification team shall have access to all original documents, without exception, for verification purposes. Documents will be photocopied if this is necessary.
The verification shall be performed at the IO and address indicated on the cover page. 
<If the Action is implemented by the IO through one or more (country) offices of the IO at other locations the names and addresses of these must be fully and clearly stated.

If the Action is implemented by the IO through one or more Sub-Delegatees (including Financial Intermediaries) the name and address of these must be fully and clearly stated.

If the verification concerns several agreements the names and addresses of any (country) offices of the IO at other locations and of any Sub-Delegatees (including Financial Intermediaries should be fully and clearly stated for each agreement.]
The above information must be stated either here or in Annex 1.

This is important for logistical reasons and for the Contractor to be able to check a possible conflict of interest.>
The verification team shall confirm the location(s) for the verification with the IO prior to the start of the verification fieldwork. The verification team shall also confirm with the IO that supporting documents - both in paper and electronic form - as well as key staff will be available during the verification and that access to (computerised) information and accounting systems for the Agreement(s) subject to verification can be ensured by the IO and/or its (country) offices or implementing partners.

The verification team shall take into account that the Commission normally requires meetings to prepare the verification and to discuss the draft report and that this may involve additional travelling (see Section 6). 

Before the start of the fieldwork, the verification team shall obtain a preliminary understanding of the engagement context on the basis of Annex 1 of these ToR. This Annex contains information about the reason for the verification, logistics, Contractual Conditions for the Actions, the IO and the Action(s) subject to verification, other information, contact details and key documents.
The term 'Contractual Conditions' refers to the conditions, rules and criteria set out in the Agreement (s). The contractual conditions for the Actions(s) are set out in:

<List the Agreements and other documents which set out the Contractual Conditions for the Actions including annexes and amendments (i.e. riders) either here or in Annex 1.>

· The [Delegation Agreement][Grant Agreement for Pillar Assessed Organisations][Indirect Management Delegation Agreement][Contribution Agreement with an IO][Others] signed between the EC and the [1 name of the IO on [date]]

· The [Delegation Agreement][Grant Agreement for Pillar Assessed Organisations][Indirect Management Delegation Agreement][Contribution Agreement with an IO][Others] signed between the EC and the [2 name of the IO on [date]]

· The [Delegation Agreement][Grant Agreement for Pillar Assessed Organisations][Indirect Management Delegation Agreement][Contribution Agreement with an IO][Others] signed between the EC and the [3name of the IO on [date]]

· The annexes to the above Agreement(s) form an integral part of the Agreement(s) and include: Annex I Description of the Action, Annex II General Conditions, Annex III Budget for the Action, Annex IV Financial Identification Form, Annex V Standard Request for Payment, [Annex VI Communication and Visibility Plan] [and Annex VII Management Declaration].
The Action(s) subject to verification cover(s) all the activities which are set out in the above mentioned Contractual Conditions and in the Budget(s) for the Action(s).
The subject of the verification is the system of accountability put in place by the IO insofar this system pertains to the Action and for the entire implementation period from [date] to [date]. The verification will cover:

· A review of the system of accountability for the Action(s) put in place by the IO to account for, and report on, the use of the funds provided by the Agreement(s).

The accountability system for the Action provides information to the verification team that EC funds are used in accordance with the Contractual Conditions of the Agreement(s). The review of the accountability system will focus on the internal controls in operation for the Actions subject to verification and therefore directly relevant.  

· Checks on the information supporting the implementation of the Agreement(s) and the IO's use of the EC funds.
In accordance with Article 4 of the Special Conditions of the Agreement the IO shall provide financial information (and narrative reports) in compliance with Annex II (General Conditions). This financial information is produced by the IO's accountability system and constitutes along with this system the subject of this verification.
The checks should allow for the verification of an appropriate sample of transactions with supporting documents and the related systems and procedures. Relevant information is all the information that relates to the accounting for, and reporting on, the use of the funds provided by the Agreement(s). 

The supporting information relating to the Action(s) and drawn from the IO's accounts and records, shall allow the verification team to verify that the EC funds are used in accordance with the Contractual Conditions of the Agreement(s).

The Contractor shall inform the Commission as soon as possible about any limitations and restrictions that may occur in the performance of the verification procedures prior to or during the verification field work.
The Contractor shall report any attempt by the IO to restrict the scope of the verifications, or any lack of co-operation on the part of the IO. The Contractor shall consult the Commission on what action may be required, whether or how the verification can be continued and whether changes in the verification scope or the timetable are necessary.
If the verification scope covers several agreements a separate and specific verification report shall be issued for each verified agreement (see Section 6.4).
6
Verification Procedures
The verification will be performed in accordance with the objectives and scope as specified in Sections 2 and 5 of these ToR. The verification team plans the work so that an effective verification can be performed. 

6.1
Verification Documentation and Evidence

The evidence to be used for performing the procedures in Annex 2 is all financial and non-financial information which makes it possible to examine:

· The system of accountability put in place by the IO; and

· The information supporting the implementation of the Action and the IO's use of the EC funds.

The verification team uses the evidence obtained from these procedures as the basis for the report of factual findings. 

The verification team documents matters which are important in providing evidence to support the report of factual findings and evidence that the work was carried out in accordance with ISRS 4400 and these ToR.

The verification team shall perform the specific procedures set out in Annex 3.1 point 3 to obtain verification evidence in case of doubt or uncertainty with regard to the eligibility of expenditure.

6.2
Planning

Start of the verification
The verification shall commence as soon as possible and not later than [number] calendar days after the signature of the verification contract

Review of key documents for verification planning purposes
The verification team shall review and take into account for the planning of fieldwork the following key documents if and when such documents are available:

-
Audit reports of the IO (Annex 1, issue / question H3);
-
Previous verification mission reports ordered by the European Commission and relating to the IO (Annex 1, issue / question H4);

-
The latest Pillar Assessment report which pertain(s) to the IO (Annex 1, issue / question H5).
Preparatory meeting with the Commission

The Commission foresees a preparatory meeting with the Contractor (see Annex 3.2) which will be held at [name and address of Commission service or EU Delegation.]
<the meeting place i.e. DEVCO headquarters, EU Delegation or elsewhere should be clearly stated.>
Planning the verification mission with the IO
The verification team shall contact the IO as soon as possible to arrange for a verification visit and to agree a date to start the fieldwork but not before the verification has been formally announced by the Commission. This contact shall be made within 7 calendar days from the notification of the verification mission by the Commission. 
The verification team agrees with the IO the dates and exact location(s) of the verification. The verification team liaises with the IO to ensure that management and staff concerned are available, that systems and documents are accessible and that any field visits (e.g. to implementing partners and beneficiaries of grants) deemed necessary can be properly planned.
6.3
Fieldwork – Procedures to be performed

Annex 2 Listing of Verification Procedures to be performed sets out detailed procedures for the Review of the accountability system and for performing Sample tests of transactions in key processes.
Annex 3 Verification Procedures – Guidance provides general and specific guidance for the verifications and it is structured into 4 Sections covering Verification Evidence and Documentation, Planning, Fieldwork and Reporting. 

The verification team can use discretion with regard to the determination of the selection of the sample of transactions to be tested and the procedures to obtain access to supporting documents, systems and staff of the IO provided that this is agreed with the IO). This is necessary to take into account the specific circumstances of the Action.

Where necessary or appropriate the verification team can adapt planned procedures and tests to the circumstances and organisational structure in which the IO manage(s) the funds provided by the Agreement(s) for the Action(s). In agreement with the IO, the verification team may adapt, cancel or add verification procedures and tests taking into account the specific context of the Action.

1
Review of the Accountability System for the Action(s)
The procedures for the review of the IO's accountability system for the Action(s) do not constitute a compliance analysis. The purpose of the review is to report factual findings with regard to the accountability system.

The review shall focus on aspects and controls of the IO's accountability system which are relevant for the management of the Action(s) concerned by the Agreement(s) and for the use of the funds provided by the Agreement(s) and which pertain to expenditure incurred for the Agreement(s). 

Verification areas are:
	1
Agreement and Pillar Assessment

	2
Control environment

	3
Accounting (including IT systems)

	4
Reporting

	5
Procurement

	6
Asset management

	7
Recruitment, payroll and time management

	8
Expenditure control

	9
Cash and bank management

	10
Other compliance issues (visibility)


Where measures are not put into place or found to be not in accordance with the Contractual Conditions and/or in accordance with the IO's regulations and rules, the verification team shall specify the weaknesses and provide recommendations.

2
Sample Tests of Transactions in Key Processes

The level of sampling must be appropriate to the nature of the verification and its corresponding objectives and scope. It is not intended to carry out an audit of the IO. The level of sampling to be applied for the verification will be determined by the verification team in agreement with the IO and in line with the objectives of the Action, the objectives and scope of each verification, the control systems in place for the Action.
In carrying out these checks, the EC verification team shall take into account any relevant audit or verification work performed by the internal and/or external auditors of the IO.

6.4
Reporting
The verification team shall draw up a verification report which describes the purpose and the agreed-upon procedures of the engagement in sufficient detail to enable the reader to understand the nature and the extent of the work performed. The report shall describe the background and context, objectives, scope of work, sources of information and supporting documentation, the factual findings and recommendations where appropriate.

The factual findings shall be based on the work done taking note of instances where original documents were not made available by the IO (ies). The team will need to consider to what extent this would have an impact on the objective of the verification to report on the system of accountability and the use of EC funds. 

Report model for a verification mission
The use of the report model of factual findings in Annex 4 of these ToR is compulsory. 

One report for each contract verified
A specific and separate verification report shall be issued for each verified agreement (see Section 5 Scope). 
Language 

The report shall be presented in [language]. 
<remove if not applicable>. An executive summary of the report in [English/French] shall be provided along with the report (See Annex 3.4).  
Factual Findings and Recommendations
Factual findings and recommendations shall be reported in accordance with the templates provided in the model report for a verification mission in Annex 4. The completed listing of the Verification Procedures to be performed (Annex 2 of these ToR) shall be included as an integrated part of the Report of Factual Findings.
There are in principle 3 possibilities:

(i)
The procedure has been performed and there are factual findings; 

(ii)
The procedure has been performed and there are no factual findings;

(ii)
The procedure has not been performed. This must also be stated explicitly indicating the reason(s):

-
The procedure is not applicable for the Action(s);

-
The procedure cannot be performed because documents, information, systems or staff were not available or not accessible.

In case of doubt or uncertainty with regard to the eligibility of expenditure, the report shall explicitly state and specify, in the findings sections of the draft and final report, the results of the specific procedures performed for obtaining verification (see Annex 3.1).
This engagement is not meant to be an update of the Pillar Assessment(s). Nevertheless, a specific section of the report shall contain a summary of any factual findings which result from the review of the accountability system for the Action(s) and which affect or may affect the findings and recommendations of the Pillar Assessment report for the IO. 

Date of the Verification Report

The date of draft and pre-final reports shall be the date when these reports are sent for consultation. The date of the final verification report should be the date when the final verification report is signed (Annex 3, point 3.4).

Procedures and timetable for the submission of draft and final verification reports
The verification team shall make available to the management of IO a draft verification report for comments prior to final issuance in accordance with the procedures and timetable for the consultation and submission of the draft and final verification report as set out further below and in Annex 3.4.

The verification reports are subject to the disclosure policy of the Commission and are not published. Requests for access will be examined on a case by case basis in consultation with the IO before any communication of the report.

The Contractor's attention is specifically drawn to the following:

· The Contractor shall submit a draft report to the Commission within 21 calendar days after the day of the closing meeting (i.e. the end of verification field work).

· The period between the verification closing meeting and the submission to the Commission of the final verification report shall not exceed 105 calendar days or 15 weeks. The Contractor shall explain and document any reporting delays in the working papers.

Debriefing meeting with the Commission

The Commission foresees a meeting with the verification team after receipt of the draft verification report (See Annex 3.4 Reporting). This meeting will be held at [name and address of the Commission service or EU Delegation]. <The meeting place at DEVCO headquarters, the EU Delegation or elsewhere should be clearly indicated.>
7
Other Matters
7.1
Contradictory Procedure and Follow-Up

After receipt of the final verification report the Commission will start a formal contradictory procedure with the IO. The purpose of this procedure is for the Commission to discuss and agree with the IO the measures and action plan which emerge from the findings and recommendations in the final verification report. The Contractor may, where appropriate, be requested to provide clarifications or additional information with regard to the final verification report.
The Commission may request the Contractor for further assistance in the contradictory procedure and with the follow-up of the final verification report. This is not covered by these ToR and if this is required the Commission will issue an addendum to the order form or to the other applicable contractual document for this engagement.

7.2
Subcontracting

<Refer to the applicable contractual provisions if necessary>
Annexes

Annex 1 
Engagement Context – Key Information for a Verification Mission of an Action managed by an International Organisation
Annex 2 
Listing of Verification Procedures to be performed

Annex 3 
Verification Procedures - Guidance

Annex 4 
Verification Report

IMPORTANT: Annexes 1 to 4 form an integral part of the present terms of reference. 

In case annexes 2 to 4 are not attached to the present terms of reference they can be downloaded from the following address: link.

INSTRUCTIONS FOR USING THESE ToR


All grey shaded text in <italics> is guidance which should be removed.


All yellow shaded text in [……] should be completed.


The prescribed text and wording of these Terms of Reference should be respected at all times and cannot be changed.


This instruction should be removed from the ToR








� 	Where in the present Section 4.2 the term 'verification team ' is mentioned, this means that at least one member of the verification team must have the specified qualifications and experience.





� See � HYPERLINK "http://intragate.ec.europa.eu/dg/devco/companion/annexes.do;JSESSIONID_FULL=K4JC1-C2tNMFvCksnw1hnpPS3fGkX5EKm_Br49vxdIKdHZ7if86l!647819082?chapterTitleCode=E" ��annex E1a2 of the DEVCO Companion�





Version 2018-08-16                                                      

page 1 of 15   

Version 2018-08-16                                                      

page 14 of 15   


