
‘CONTRACTUAL EXPENDITURE VERIFICATION’


TERMS OF REFERENCE FOR AN
EXPENDITURE VERIFICATION OF A SERVICE CONTRACT
(FEE-BASED)

· How to use this terms of reference MODEL
· (also applies to Annex 1) 
· insert the information requested between <…>.
· choose the optional text between […] highlighted in grey when applicable or delete.
· delete all yellow instructions and the present text box.

The present terms of reference apply to the verification of expenditure declared in financial reports under the following contracts:

1) Service Contract[footnoteRef:1] number and title of the action			<…> [1:  Contract in relation to which the financial report subject to verification is issued. The contract established with the expenditure verifier is identified as "Verification Contract"] 


[2) Service Contract[footnoteRef:2]  number and title of the action 			<…>] [2:  Contract in relation to which the financial report subject to verification is issued. The contract established with the expenditure verifier is identified as "Verification Contract"] 


<Repeat contracts/reports as applicable>

Detailed information is provided at the cover page of Annex 1.
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[bookmark: _Toc519678192][bookmark: _Toc3215415]Introduction
The present document and the Annexes listed in Section 8 are the terms of reference (‘ToR’) on which the Contractor agrees to engage ‘the Expenditure Verifier’ to perform a verification on reported expenditures.
Where in these ToR the ‘Contracting Authority’ is mentioned, this refers to the CEFTA Secretariat, which has signed the Service Contract with the Contractor and finances the services. The CEFTA Secretariat as the Contracting Authority is not party to this agreement
These ToR will become an integral part of the contract concluded between the Contractor and the Expenditure Verifier.
They apply to expenditure verifications contracted by the CEFTA Secretariat or by the Contractor and cover the verification of expenditure incurred under the CEFTA Secretariat financed contracts on the cover sheet.
[bookmark: _Ref500849985][bookmark: _Toc519678193][bookmark: _Toc3215416]Objectives and context
The objective of the Expenditure Verification is to provide the Contracting Authority with factual findings to be able to assess that the costs and revenue declared by the Coordinator in the financial report on which the payment request is based are real, accurately recorded and eligible in accordance with the service contract.
The Expenditure Verifier is expected:
- to carry out the expenditure verification listed in Section 6, and
- to issue Expenditure Verification reports based on the template in Annex 3 which will support the Contracting Authority's conclusions on the eligibility of the reported expenditure and the related follow-up.
The expenditure verification will be performed as a desk review or/and fieldwork at the location indicated in Annex 1.
The Expenditure Verifier is not expected to provide an audit opinion. 
[bookmark: _Toc107978466][bookmark: _Toc107978663][bookmark: _Toc107979288][bookmark: _Toc107980066][bookmark: _Toc107980213][bookmark: _Toc107980303][bookmark: _Toc107981402][bookmark: _Toc107981510][bookmark: _Toc107978467][bookmark: _Toc107978664][bookmark: _Toc107979289][bookmark: _Toc107980067][bookmark: _Toc107980214][bookmark: _Toc107980304][bookmark: _Toc107981403][bookmark: _Toc107981511][bookmark: _Toc107978469][bookmark: _Toc107978666][bookmark: _Toc107979291][bookmark: _Toc107980069][bookmark: _Toc107980216][bookmark: _Toc107980306][bookmark: _Toc107981405][bookmark: _Toc107981513][bookmark: _Toc107978470][bookmark: _Toc107978667][bookmark: _Toc107979292][bookmark: _Toc107980070][bookmark: _Toc107980217][bookmark: _Toc107980307][bookmark: _Toc107981406][bookmark: _Toc107981514][bookmark: _Toc107978474][bookmark: _Toc107978671][bookmark: _Toc107979296][bookmark: _Toc107980074][bookmark: _Toc107980221][bookmark: _Toc107980311][bookmark: _Toc107981410][bookmark: _Toc107981518][bookmark: _Toc107978476][bookmark: _Toc107978673][bookmark: _Toc107979298][bookmark: _Toc107980076][bookmark: _Toc107980223][bookmark: _Toc107980313][bookmark: _Toc107981412][bookmark: _Toc107981520][bookmark: _Toc107978477][bookmark: _Toc107978674][bookmark: _Toc107979299][bookmark: _Toc107980077][bookmark: _Toc107980224][bookmark: _Toc107980314][bookmark: _Toc107981413][bookmark: _Toc107981521][bookmark: _Toc107978478][bookmark: _Toc107978675][bookmark: _Toc107979300][bookmark: _Toc107980078][bookmark: _Toc107980225][bookmark: _Toc107980315][bookmark: _Toc107981414][bookmark: _Toc107981522][bookmark: _Toc107978481][bookmark: _Toc107978678][bookmark: _Toc107979303][bookmark: _Toc107980081][bookmark: _Toc107980228][bookmark: _Toc107980318][bookmark: _Toc107981417][bookmark: _Toc107981525][bookmark: _Toc107978489][bookmark: _Toc107978686][bookmark: _Toc107979311][bookmark: _Toc107980089][bookmark: _Toc107980236][bookmark: _Toc107980326][bookmark: _Toc107981425][bookmark: _Toc107981533][bookmark: _Toc519678194][bookmark: _Toc3215417][bookmark: _Toc139183037][bookmark: _Toc89673412]Standards and Ethics
The Expenditure Verifier shall undertake this engagement in accordance with:
· the International Standard on Related Services (‘ISRS’) 4400 (Revised) Agreed-upon Procedures regarding Financial Information as promulgated by the IFAC;
· the IFAC International Code of Ethics for Professional Accountants (including International Independence Standards), developed andissued by IFAC’s International Ethics Standards Board for Accountants (IESBA), which is founded on fundamental principles ofintegrity,objectivity,professionalcompetenceandduecare,confidentiality, professional behaviour (“IESBA Code”).
Although ISRS 4400 (Revised) provides that independence is not a requirement for expenditure verification engagements, the Coordinator requires that the Practitioner is independent from the Coordinator and complies with the independence requirements of the IESBA Code. 




[bookmark: _Toc498950163][bookmark: _Toc498950165][bookmark: _Toc498950166][bookmark: _Toc498950169][bookmark: _Toc498950171][bookmark: _Toc498950172][bookmark: _Toc498950177][bookmark: _Toc519678195][bookmark: _Toc3215418]Requirements for the Expenditure Verifier
4.1. General Requirements
By agreeing these ToR, the Expenditure Verifier confirms meeting at least one of the following conditions:
· The Expenditure Verifier is a member of a national accounting or auditing body or institution which in turn is a member of the International Federation of Accountants (IFAC).
· The Expenditure Verifier is a member of a national accounting or auditing body or institution. Although this organisation is not member of the IFAC, the Expenditure Verifier commits to undertake this expenditure verification in accordance with the IFAC standards and ethics set out in these ToR.
· The Expenditure Verifier 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)[footnoteRef:3].  [3: 	Directive 2006/43 of the European Parliament and of the Council of 17 May 2006 on statutory audits of annual accounts and consolidated accounts, amending Council Directives 78/660/EEC and 83/349/EEC and repealing Council Directive 84/253 EEC.
] 

· [bookmark: _Hlk195532066]The Expenditure Verifier 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 and experience
· The Expenditure Verifier is registered as a statutory auditor in the public register of a The Practitioner will engage staff with appropriate professional qualifications and suitable experience with IFAC standards and with experience in verifying financial information of entities comparable in size and complexity to the Contractor. In addition, the engagement team leader should have a minimum experience of 5 years in audit, agreed-upon procedures and /or assurance engagements.
· Experience with programmes and projects related to External Relations funded by national and/or international donors and institutions. Experience with EU funded External Aid actions is desirable.
· Experience with audits/verifications/ expenditure verification of service contracts is desirable.
· 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.
· Fluency in English.
[bookmark: _Toc499105154][bookmark: _Toc499110304][bookmark: _Toc499110361][bookmark: _Toc499105159][bookmark: _Toc499110309][bookmark: _Toc499110366][bookmark: _Toc499105160][bookmark: _Toc499110310][bookmark: _Toc499110367][bookmark: _Toc499105161][bookmark: _Toc499110311][bookmark: _Toc499110368][bookmark: _Toc499105162][bookmark: _Toc499110312][bookmark: _Toc499110369][bookmark: _Toc499105163][bookmark: _Toc499110313][bookmark: _Toc499110370][bookmark: _Toc499105165][bookmark: _Toc499110315][bookmark: _Toc499110372][bookmark: _Toc499105166][bookmark: _Toc499110316][bookmark: _Toc499110373][bookmark: _Toc499105167][bookmark: _Toc499110317][bookmark: _Toc499110374][bookmark: _Toc499105168][bookmark: _Toc499110318][bookmark: _Toc499110375][bookmark: _Toc139183040][bookmark: _Toc519678198][bookmark: _Toc3215419]Scope
[bookmark: _Toc519678199][bookmark: _Toc3215420][bookmark: _Toc139183043]Contracts and Financial Reports covered by these ToR
The Contract(s) and Financial Reports subject to this expenditure verification are indicated on the cover sheet and in Annex 1.
[bookmark: _Toc519678200][bookmark: _Toc3215421]Conditions for Eligibility of Expenditure
As per the Article 28.3 of the General Conditions of Service contracts, the Expenditure Verifier  must satisfy itself that relevant, reliable and sufficient evidence exists that: 
(a) the experts employed by the contractor for the contract have been working as evidenced on the contract (as corroborated by independent, third-party evidence, where available) for the number of days claimed in the contractor's invoices and in the financial reporting spreadsheet submitted with the interim progress reports; and 
(b) the amounts claimed as incidental expenditure have actually and necessarily been incurred by the contractor in accordance with the requirements of the terms of reference of the contract. 
The conditions for eligibility are stipulated in the Contracts which are provided in Annex 1 (including riders).
On the basis of its verification, the Expenditure Verifier submits to the contractor an expenditure verification report in accordance with the model in Annex 2.
[bookmark: _Toc519678201][bookmark: _Toc3215422]Verification Process and Methodology
[bookmark: _Toc519678202][bookmark: _Toc3215423]Preparation of the Verification
The Expenditure Verifier shall prepare the verification and agree on the timing for carrying out the expenditure verification, notably with regard to fieldwork (if any) (see Section 6.2. for applicable maximum time lags). The Expenditure Verifier will then also confirm with the Contractor the location(s) indicated in Annex 1 and ensure that relevant supporting documents as well as key staff are available during the verification.
[bookmark: _Ref500857033][bookmark: _Toc519678203][bookmark: _Toc3215424]Preparatory Meeting, Fieldwork, Desk Review
The Contractor foresees a preparatory meeting with the Expenditure Verifier which will be held at <name and address of the meeting place should be clearly stated>.
The field work or desk review shall commence as soon as possible and not later than <number > calendar days after the signature of the verification contract or the date of availability of the Financial Report (i.e. financial report, supporting documents and other relevant information).
[bookmark: _Toc3215425] Sampling
The sample size and composition will be determined by applying the sampling instructions provided in the Guidelines set out as Annex 4 of this ToR. 
[bookmark: _Toc3215426]Fieldwork 
The main task during the fieldwork will be to perform the agreed-upon procedures (Annex 4 of this ToR). Key information about the expenditure verification process must be provided in the Expenditure Verification Report (Annex 3, Section 4).
[bookmark: _Toc3215427]Debriefing Memo and Closing Meeting
At the end of the fieldwork, the Expenditure Verifier should prepare a debriefing memo, organize a closing meeting with the Contractor in order to discuss the findings, obtain its initial comments and agree on any additional information to be provided at a later date. 
[bookmark: _Toc3215428]Documentation and Verification 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 expenditure declared in the Financial Report. 
The Expenditure Verifier documents evidence to support the Expenditure Verification report and establishment of findings, and evidence that the work was carried out in accordance with ISRS 4400 (Revised) and these ToR.
[bookmark: _Toc519678204][bookmark: _Toc3215429]Reporting
[bookmark: _Toc3215430]Structure and Content of the Report
The deliverable consists of the Expenditure Verification Report and the following Annexes:
Annex 3.1: Invoices provided by the Coordinator
Annex 3.2: Table of transactions - provided as Excel file
Annex 3.3: Table of differences - provided as Excel file

The use of the Expenditure Verification Report and its Annexes (Annex 3 of these ToR,), is compulsory.
If the expenditure verification scope covers Invoices related to different Contracts, a separate and specific expenditure verification report should be issued for each Contract.
The report should be presented in English.
The Expenditure Verifier will submit within < number of working days to be indicated by the Contractor > working days of the conclusion of the field work a draft report to the Contractor for comments to be received within < number of working days to be indicated by the Contractor >working days. This delay expired, the Expenditure Verifier will provide the final report to the Contractor within < number of working days to be indicated by the Contractor > working days from the receipt of the comments (if any). 
Given that the report is part of the Contractor’s payment request, its content shall be scrutinised by the Contracting Authority in terms of accuracy, completeness and quality.
Failing to report as per the above instructions could imply the rejection of the report by the Contracting Authority, suspension or rejection of the payment request and re-performance of agreed-upon procedures if needed
[bookmark: _Toc485887180][bookmark: _Toc3215431]Expenditure Verification Findings and Recommendations
The findings shall be reported in accordance with the formats and criteria specified in the Expenditure Verification Report template (Annex 3). The description of findings will include the standard applied (e.g. art. xx of the General Conditions of the Contract), the facts and the analysis of the Expenditure Verifier. 
The expenditure verification report should include all financial findings made by the Expenditure Verifier, regardless of the amount involved. Changes in the financial findings occurring between the draft and final report as a result of the consultation procedure should be clearly and sequentially reported.
[bookmark: _Toc485887184][bookmark: _Toc519678205][bookmark: _Toc3215432] Other Matters
[bookmark: _Toc278199279][bookmark: _Toc278956242][bookmark: _Toc485884542][bookmark: _Toc485887187][bookmark: _Toc519678207][bookmark: _Toc519678238][bookmark: _Toc3215433]Subcontracting
The Expenditure Verifier will not subcontract without prior written authorisation from the Contractor.
[bookmark: _Ref500836604][bookmark: _Toc519678208][bookmark: _Toc3215434]Annexes
Annex 1 - Engagement Context / Key Information
Annex 2 - Guidelines for the sampling and Agreed-Upon Procedures
Annex 3 - Model for Agreed-Upon Procedures Report
Annex 4 - Guidelines For Application of Agreed-Upon Procedures- service contracts. 

[bookmark: _Toc3215435]Annex 1: Engagement Context / Key Information 

Contract[footnoteRef:4] and report summary  [4:  Contract in relation to which the financial report subject to expenditure verification is issued. The contract established with the expenditure verifier is identified as " Contract".] 

[Annex to be completed by the Contractor]



	Information about the Service Contract

	Reference number and date of the Service Contract
	< Contracting Authority’s reference for the Contract>

	Service contract title
	

	Country
	

	Contractor
	<Full name and address of the Contractor as per the Service Contract>

	Start date of the contract 
	

	End date of the contract
	

	
Financial Report(s) subject to verification:
	<DD/MM/YYYY-DD/MM/YYYY>
<DD/MM/YYYY-DD/MM/YYYY>
<DD/MM/YYYY-DD/MM/YYYY>

	Total amount of the invoice and invoice date
	<Total amount as per the Contractor’s invoice subject of this verification and the invoice date>

	Total amount invoiced to the Contracting Authority to date
	<Total amount invoiced by the Contractor, the number of invoices and the invoice dates and references>

	Total amount received to date by the Contractor from Contracting Authority
	<Total amount received as per dd.mm.yyyy>

	Contracting Authority
	CEFTA Secretariat 

	Auditor
	< Name and address of the audit firm and names/positions of the auditors>





	A	Logistics

	Issue
	Question
	Reply

	
Locations
	1. Where does the Contractor retain the accounting records?
	

	
	2. Where does the Contractor retain the original supporting documents?
	

	
	3. Where were contractual activities carried out?
	

	
	4. Where is key project staff available to provide information and explanations?
	

	
Languages
	5. Which is the contractual language?
	

	
	6. Which is the language of the accounting records?
	

	
	7. Which are the languages of supporting documents?
	

	
	8. Which languages are spoken by key project staff?
	



	B	Contractual Conditions

	Contract amount
	9. What is the total amount of the contract?
	



	
C	Financial Report (enclosed as Annex 1.1)

	Invoices
	10. Approximately how many expense transactions have been reported?
	

	
	11. What is the distribution of these transactions (e.g, fees, incidental expenditure, lump sums etc.)?
	Type of transaction
	Nº of transactions

	
	
	Fees
	

	
	
	Incidental expenditures
	

	
	
	Lump sums
	

	
	
	Etc…
	

	
	12. To what extent have Contract transactions been carried out in cash?  
	[high, medium, low]

	
	13. In which currencies has expenditure been incurred? 
	

	
	14. What is the reporting currency? 
	

	
	15. How many other Invoices have already been presented by the Contractor under this contract?
	




	
D	Previous contracts verifications, audits or monitoring

	Previous verifications, audits or monitoring
	16. Which previous experience did the Contractor have with the CEFTA Secretariat Service contracts and associated regulations? 
	

	
	17. How many of the previously presented Financial Reports (if any) have been subject to audit/verification by external consultants contracted by the Contractor?
	

	
	18. Have any verification, audit or monitoring exercises other than those referred to under point 17 been carried out with regard to the contract or the Contractor  that are relevant for the scope of the current verification?
	

	
	19. Have any significant findings been raised under the exercises referred to under points17 and 18? If so, what are they?
	

	
	20. Have any instances of fraud or irregularities been previously identified in dealings with the Contractor?
	


	
E	Contact Details

	Contractor: <full name of the entity subject to audit>

	Address
	
	Country
	

	Phone
	
	email
	

	Website
	

	Key contact  




Annex 1.1: Invoice(s) subject to agreed-upon procedures
Annex 1.2: Breakdown of expenditures (detailed list of transactions)
Annex 1.3: Narrative reports
Annex 1.4: Contract and riders
Annex 1.5: Previous reports, if any (audit, expenditure verifications)









[bookmark: _Toc185001964]Annex 2: Expenditure agreed-upon procedures



1. [bookmark: _Toc152613795][bookmark: _Toc152693513]EXPENDITURE VERIFICATION 

[bookmark: _Hlk195537724]The following procedures must be performed by the Expenditure verifier unless they are irrelevant in relation to the eligibility criteria applicable to the contract type. Therefore, the Expenditure verifier in consultation and agreement with the Contractor, is required to gain appropriate understanding of such requirements in order to carry out only the relevant checks and properly apply the relevant eligibility requirements.  

· Obtain an understanding of the Terms and Conditions of the Service Contract.
· The Contractor’s invoice complies with conditions of Article 26 of the General Conditions of the Service Contract.
· The Contractor complies with the rules for accounts and record keeping of Articles 24.1 and 24.2 of the General Conditions of the Service Contract.
· The Practitioner reconciles the information in the invoice and the Financial Report to the Contractor’s accounts and records in respect of the services.
· Amounts of fees and other expenditure incurred in a currency other than the Euro have been converted in accordance with the specific conditions of Article 29.5 of the General Conditions the Service Contract.
· The budget in the Financial Report corresponds with the budget of the Service Contract and that the fees and expenditure incurred were indicated in the budget of the Service Contract.
· If there have been amendments to the budget of the Service Contract, the conditions of Articles 20.1 and 20.2 of the General Conditions of the Service Contract were respected and that an addendum to the Service Contract (Article 20.1) or an Administrative Order (Article 20.2) exists.
· The Expenditure verifier corroborates the eligibility of the fees with the terms and conditions of the Service Contract set out below: 
· Corroboration of time charged to the Service Contract;
· The Contractor's personnel are employed or contracted by the Contractor and approved by the Contracting Authority;
· The Contractor's personnel have carried out activities for the Service Contract;
· Confirmation of fee rates charged to the Service Contract; and
· Confirmation of total fee costs charged to the Service Contract.
· The Expenditure verifier corroborates the eligibility of incidental expenditure claimed with the terms and conditions of the Contract: 
· Incidental expenditure was actually incurred by and pertains to the Contractor;
· Incidental expenditure was incurred during the implementation period of the Service Contract and that it had not already been charged in a previous Financial Report and invoice submitted by the Contractor for payment by the Contracting Authority;
· Incidental expenditure was indicated in the Service Contract budget;
· Incidental expenditure (including costs of office accommodation) is not already covered or supposed to be covered in the fee-rates for the Contractor's personnel (i.e. team leaders, senior and junior experts) and personnel other than experts;
· Incidental expenditure was incurred for the Service Contract activities;
· Incidental expenditure is recorded in Contractor’s accounts and substantiated by evidence (e.g. invoices, payments, evidence of activities);
· The monetary value of incidental expenditure agrees with underlying documents (e.g. invoices, salary statements) and that correct exchange rates are used where applicable;
· The Expenditure verifier confirms the eligibility of the total amounts of subsistence i.e. per diems declared in the Financial Report for the Contractor's personnel (i.e. team leaders, senior and junior experts) who have performed missions requiring at least 12 hours away from their normal place of posting with the terms and conditions of the Service Contract and the rules set out in Annex V (Budget) of the Service Contract.
[bookmark: _Toc152613796][bookmark: _Toc152693514]A detailed description of the agreed upon procedures to be carried out by the Expenditure verifier is provided in Annex 4 of the ToR. 




[bookmark: _Toc3215448]Annex 3: Model for  Expenditure verification Report

<To be printed on AUDITOR’S letterhead>

Report for an Expenditure Verification of a Service Contract (Fee –Based)
<Title of and number of the Service contract >


How this model should be completed by the Expenditure Verifier 

· insert the information requested between  <…> 
· choose the optional text between […] highlighted in grey when applicable or delete
· delete all yellow instructions and the present text box 









1. [bookmark: _Toc152693516]Objectives of the Expenditure Verification 
Purpose of this Expenditure Verification Report
Our report is solely for the purpose of assisting <the Contractor> in determining whether the expenditures declared in the invoices for the period from <XX/XX/XXXX to XX/XX/XXXX> are eligible as per provisions of the Service Contract <contract reference and signature date>.
Responsibilities of the Engaging Party and the Responsible Party
<The Contractor> has acknowledge that the agreed-upon procedures are appropriate for the purpose of the engagement.
The Practitioner, as identified by <the Contractor>, is responsible for the subject matter on which the agreed-upon-procedures are performed.
Expenditure Verifier’s Responsibilities
We have conducted the agreed-upon procedures engagement in accordance with the international Standard on Related Services (ISRS) 4400 (Revised), Expenditure Verification Engagements. 
An expenditure verification engagement involves our performing the procedures that have been agreed with <the Contractor>, and reporting the findings, which are the factual results of the expenditure verification performed. We make no presentation regarding the appropriateness of the expenditure verification. 
This expenditure verification engagement is not an assurance engagement. Accordingly, we do not express an opinion or an assurance conclusion.   
Had we performed additional procedures, other matters might have come to our attention that would have been reported.
Professional Ethics and Quality Control
We have complied with the ethical requirements in the IFAC International Code of Ethics for Professional Accountants (including International Independence Standards), developed and issued by IFAC’s International Ethics Standards Board for Accountants (IESBA), which is founded on fundamental principles of integrity, objectivity, professional competence and due care, confidentiality, professional behaviour (“IESBA Code”). 
For the purpose of this engagement, although ISRS 4400 (Revised) provides that independence is not a requirement for expenditure verification engagements, the Coordinator requires that the Expenditure verifier is independent from the Coordinator and complies with the independence requirements of the IESBA Code.
Our firm applies International Standard on Quality Control (ISQC) 1, Quality Control for Firms that Perform Audits and Reviews of Financial Statements, and Other Assurance and Related Services Engagements, and accordingly, maintains a comprehensive system of quality control including documented policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and regulatory requirements.
Restriction on use and distribution 
Our report is solely for the purpose set out in the first paragraph of this report and is restricted to those parties that have agreed to the procedures being performed. 
[bookmark: _Toc3215449]2. Background information 
[bookmark: _Toc3215450]2.1. Short description of the action subject to verification

	Contract number and title:
	

	Contract type
	<service contract…>

	Financial Report(s) subject to verification
	<DD/MM/YYYY-DD/MM/YYYY>
<DD/MM/YYYY-DD/MM/YYYY>
<DD/MM/YYYY-DD/MM/YYYY>

	Contractor 
	< Identify the Contractor and provide key information about their legal form, nationality, size, main field(s) of activity and other elements deemed relevant – max 200 words>

	Location(s) where the Contract is implemented
	

	Contract execution period
	

	Contract implementation status
	< indicate on-going or completed >

	General and specific objectives of the Contract
	

	Synthetic description of the activities, outputs and target group 
	<max 300 words>



[bookmark: _Toc3215451]
2.2. Basic financial information on the Contract (at the time of the verification)
Expenditure
	
	Estimated number of working days in the Budget of the contract
	Fee rate per working day in the Budget of the contract
	Number of working days claimed
	Fees claimed
(amount)
	Amount claimed

	FEES (including overheads):
	
	
	
	
	

	…
	
	
	
	
	

	PROVISION FOR INCIDENTAL EXPENDITURE:
	
	
	
	
	

	…
	
	
	
	
	

	LUMP SUMS
	
	
	
	
	

	
	
	
	
	
	

	PROVISION FOR EXPENDITURE VERIFICATION
	
	
	
	
	

	
	
	
	
	
	

	MAXIMUM CONTRACT VALUE

	
	
	
	
	



[bookmark: _Toc3215452]2.3.Verified Financial Reports/Invoices
See annex 1.1

[bookmark: _Toc3215456]3. Sample
The sample has been selected following the instructions provided in the guidelines of Annex 4. An overview of the population of transactions and the sample is presented below:
	Report/invoice: <indicate the report/invoice number and cut-off dates>

	
	Population
	Audited sample

	Number of transactions
	
	

	Value of transactions EUR
	
	


[If more than one financial report/invoice is verified, repeat as applicable]
A complete list of the transactions included in the population is to be included in Annex 3.

[bookmark: _Toc3215458]4. Substantive testing 
[bookmark: _Toc3215459]Short description of the testing process

Compliance with the Terms of Reference and with the International Standard on Related Services (ISRS) 4400 (Revised).
<Confirm that the relevant testing procedures were fully applied or disclose any scope limitation. Also confirm that the testing was executed in accordance with the International Standard on Related Services (ISRS) 4400, “Engagements to Expenditure Verification Regarding Financial Information”.>
Provide the key information about the testing process.
<E.g. 
· -describe if the inspection work took place at the implementing partner's premises or as a desk review. If the latter took place, please state the reasons for undertaking the expenditure verification as a desk review;
· whether qualified representatives of the auditee were present, if they were cooperative;
· if the supporting documentation was available in full, if additional documents had to be received after the fieldwork;
· if there were any scope limitations, etc. (max. 300 words)>
· Please refer to the Indicative Work Plan included as Annex 2 for further details on the agreed-upon procedures performed.


















[bookmark: _Toc3215460]5. Summary of findings
[bookmark: _Toc3215461]5.1. Summary of errors detected

	Finding No.: 1
	Title: 

	Description of the finding: 
Include reference to the contractual conditions (article(s) from the contract) not being complied with.
Include a detailed description of the identified finding

	Amount (EUR): 

	Systemic finding: <Indicate if the finding is potentially systemic in nature or not. If considered to be potentially systemic, also indicate the total number of occurrences.> 

	Root cause of the finding: <describe what caused the error>



	Finding No.: 2
	Title: 

	Description of the finding: 
Include reference to the contractual conditions (article(s) from the contract) not being complied with.
Include a detailed description of the identified finding

	Amount (EUR): 

	Systemic finding: <Indicate if the finding is potentially systemic in nature or not. If considered to be potentially systemic, also indicate the total number of occurrences.> 

	Root cause of the finding: <describe what caused the error>








6. Engagement team
<List names of the engagement team members for this report.>
<Name and signature of the Practitioner>
<Practitioner's address: office having responsibility for the engagement>
[for final reports <Date of signature> the date when the final report is signed]
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[bookmark: _Hlk182475747]ANNEX 4: GUIDELINES FOR EXPENDITURE VERIFICATION-SERVICE CONTRACTS
Procedures to be followed and expected results
The engagement should be undertaken on the basis of inquiry and analysis, (re)computation, comparison, other accuracy checks, observation, inspection of records and documents and by interviewing the Contractor (and the persons working for them). 
[image: ] The reference document for the confirmation of standard findings is the Service Contract (including its Annexes) and the rules set out therein.
The European Commission reserves the right to 
i) provide the Practitioner with additional guidance regarding the procedures to be followed or the facts to be ascertained and the way in which to present them (this may include sample coverage and findings) or to 
ii) change the procedures, by notifying the Coordinator in writing. The procedures carried out by the Practitioner to confirm the standard finding are listed in the table below.
· 

			GENERAL PROCEDURES

	Service Contract Article
	Cluster
	Procedures
	Documentation

	
	A
	UNDERSTANDING OF THE TERMS AND CONDITIONS OF THE SERVICE CONTRACT
	

	
	A.1
	The Practitioner:
A.1.1. obtains an understanding of the terms and conditions of the Service Contract by reviewing the Service Contract and its annexes and other relevant information, and by inquiry of the Contractor.
	The Practitioner shall obtain and check the following documents:
· Service Contract and all its Annexes.
· Addendums to the Service Contract and relevant Annexes (if any).
· Invoices issued by the Contractor.
· Updated Financial Reports
· Narrative reports issued by the Contractor

	
	B
	INVOICE(S) AND FINANCIAL REPORT
	

	Articles 26.1 and 26.2
	B.1
	The Practitioner checks that:
B.1.1. The format of the Financial Report is as notified to the Contractor by the Project Manager during the period of implementation of the tasks.
B.1.2. The invoice(s) is accompanied by an up-to-date Financial Report. 
B.1.3. The structure of the interim or final Financial Report is the same as that of the contractually approved budget (Annex V of the Service Contract). 
B.1.4. The Financial Report indicates, at a minimum, the expenditure of the reporting period, the cumulative expenditure and the balance available.
	The Practitioner shall obtain and check the following documents:
· Annex V (Budget) of the Service Contract.
· Invoice(s) issued by the Contractor.
· Up to date Financial Reports.


	Article 20
	B.2
	The Practitioner checks that:
B.2.1. The fee rates for the Contractor’s personnel (i.e. team leaders, senior and junior experts) charged to the Service Contract are the ones indicated in the Service Contract budget (Annex V).
B.2.2. If the actual fee rate charged differs from the fee rate indicated in the budget (Annex V of the Service Contract) the actual fee rate used has been approved in accordance with the terms and conditions of the Service Contract (Article 20 of the General Conditions).
	The Practitioner shall obtain and check the following documents:
· Annex V (Budget) of the Service Contract.
· Invoice(s) issued by the Contractor.
· Up to date Financial Reports.
· Approved budget amendments (if any)

	Article 29.6
	B.3
	The Practitioner checks that:
B.3.1. The total number of days / hours worked on timesheets for the Contractor's personnel (i.e. team leaders, senior and junior experts) multiplied by actual fee rates corresponds with the total fee cost charged to the Service Contract in the Financial Report and on the invoice.
	The Practitioner shall obtain and check the following documents:
· Invoice(s) issued by the Contractor.
· Up to date Financial Reports.
· Timesheets

	
	C
	RECORDS
	

	Article 24.1
	C.1
	The Practitioner checks that:
C.1.1. The Contractor keeps full accurate and systematic records and accounts in respect of the services in such form and detail as is sufficient to establish accurately that the number of working days and the actual incidental expenditure identified in the contractor's invoice(s) have been duly incurred for the performance of the services.
	The Practitioner shall obtain and check the following documents:
· Accounting records.
· Invoices/Payslips and Timesheets from experts.
· Invoices/receipts for incidental expenditures.

	
	C.2
	The Practitioner:
C.2.1. Reconciles the information in the invoice(s) and the Financial Report to the Contractor’s accounts and records in respect of the services.
	The Practitioner shall obtain and check the following documents:
· Invoice(s) issued by the Contractor.
· Financial Report.
· Timesheets.
· Invoices/receipts for incidental expenditures.

	
	D
	CONVERSION RULES
	

	Article 29.5
	D.1
	The Practitioner checks that amount of fees and other expenditure incurred in a currency other than the Euro have been converted into Euro as follows:
D.1.1. Where the Contractor is paid by the Contracting Authority in Euro, fees and other expenditure incurred in a currency other than the Euro have been converted at the rate published on the Infor-Euro on the first working day of the month in which the invoice is dated.
D.1.2. Where the Contractor is paid by the Contracting Authority in national currency, fees and other expenditure have been converted at the rate published on the Infor-Euro on the first working day of the month in which the payment is made.
	The Practitioner shall obtain and check the following documents:
· Invoice(s) issued by the Contractor.
· Financial Report.
· Breakdown of expenditures
· Timesheets.
· Invoices/receipts for incidental expenditures.

	
	E
	BUDGET
	

	
	E.1
	The Practitioner carries out an analytical review of the expenditure headings in the Financial Report and checks that:
E.1.1. The budget in the Financial Report corresponds with the budget of the Service Contract and that the fees and expenditure incurred were indicated in the budget of the Service Contract (Annex V).
	The Practitioner shall obtain and check the following documents:
· Financial Report.
· Annex V (Budget) of the Service Contract.

	Articles 20.1 and 20.2
	E.2.
	The Practitioner confirms whether there has been any amendment of the Service Contract budget and if so:
E.2.1. If the amendment implies a modification of the contract value, an addendum for amendment was requested only during the period of execution of the contract. 
E.2.2. The request for an addendum was submitted in writing to Contracting Authority and it was formally authorised by the latter.
E.2.3. If the amendment does not imply a modification of the contract value, the Contractor issued an administrative order requesting an amendment to the contract.
E.2.4. The Project Manager (from the Contracting Authority) has notified the contractor through an administrative order stating that the contractor shall carry out the amendment at the prices and under the conditions given in the contractor's proposal or as modified by the project manager in agreement with the contractor.
E.2.5. If the administrative order has an impact on the contractual budget are limited to transfers within the fees, or transfers from the fees to the incidental expenditures.
	The Practitioner shall obtain and check the following documents:
· Annex V (Budget) of the Service Contract.
· Request for addendum (if any)
· Approval from the Contracting Authority.
· Administrative order from the Contractor (if any).
· Administrative order from the Project Manager (if any).


	Service Contract Article
	Cluster
	Procedures
	Documents

	
	F
	ELIGIBILITY OF FESS

	
	The procedures set out below are to be performed over 100% of the expenditures declared.

	[bookmark: _Hlk151630615]Articles 16, 17 and 20
	F.1
	The Practitioner checked that:
F.1.1. The Contractor’s personnel (i.e. team leaders, senior and junior experts) for who time has been charged to the Service Contract was actually employed by the Contractor in the period covered by the timesheets. 
F.1.2. Key experts for who time have been charged to the contract are listed in Annex IV (key experts) of the Service Contract and that CVs are included in this Annex.
F.1.3. Signed addendums to the Service Contract exist for key experts who have been replaced by other ones.
F.1.4. The Contractor has informed the Contracting Authority of all experts other than key experts for who time have been charged to the Service Contract and that there is a written approval of the Project Manager for the appointment and replacement of these experts.
	The Practitioner shall obtain and check the following documents:
· Employment contracts (for employees).
· Contracts (for experts/freelancers).
· Annex IV (Key experts) of the Service Contract.
· CVs of experts.
· Addendums to the Service Contracts (if any).
· Approval from the Project Manager for the appointment and replacement of non-key experts.

	Article 24
	F.1
	The Practitioner checked that:
 F.1.5. Time charged to the Service Contract relates to the Contractor’s personnel mentioned in the Budget for the Service Contract and in the Annex IV (Key experts) of the Service Contract.
F.1.6. Time (number of days / hours worked) charged to the Service Contract for the Contractor’s personnel (i.e. team leaders, senior and junior experts) corresponds to timesheets maintained by the Contractor.
F.1.7. The timesheets filled in by the experts were confirmed on a monthly basis by the contractor and approved by the project manager (from the Contracting Authority).
F.1.8. Time spent travelling exclusively and necessarily for the purpose of the implementation of the contract, by the most direct route, was included in the number of days recorded in these timesheets.
F.1.9. Travel undertaken by the expert for mobilisation and demobilisation as well as for leave purposes were not recoded in the timesheets, otherwise they were not considered as working days by the Contractor and thus not invoiced to the Contracting Authority.
F.1.10. The Contractor has considered a minimum of 7 hours worked to be equivalent to one day worked.
F.1.11. Total work time input was rounded to the nearest whole number of days worked for the purposes of invoicing.
F.1.12. Timesheets cover time periods that fall within the implementation period of the Service Contract.
F.1.13. Time (number of days / hours worked) charged to the Service Contract for each expert agree with the number of days recorded in their timesheets.
F.1.14. Time (number of days / hours worked) charged to the Service Contract for the Contractor’s personnel has not already been charged in a previous Financial Report and invoice submitted by the Contractor for payment by the Contracting Authority.
	The Practitioner shall obtain and check the following documents:
· Timesheets
· Invoices issued by the Contractor

	Article 20
	F.1
	F.1.15. The Practitioner cross-checks variances between estimated time for the Contractor’s personnel in the budget and actual time charged and obtains explanations from the Contractor for substantial variances. In cases of substantial overruns, the Practitioner verifies that such overruns have been properly authorised by the Contracting Authority.
	The Practitioner shall obtain and check the following documents:
· Timesheets.
· Invoices issued by the Contractor.
· Annex V (Budget) of the Service Contract.
· Authorisations from the Contracting Authority (if applicable).

	
	F.1
	F.1.16. The Practitioner checks that time charged for the Contractor’s personnel pertains to Service Contract activities
	The Practitioner shall obtain and check the following documents:
· Statements (written and oral) from the Project Manager and where available from EU Delegation Officials.
· Monitoring and evaluation reports and memos obtained from the Contracting Authority.
· Reports and documents drawn up by the Contractor and approved by the Contracting Authority as well as other activity reports and memos produced by the Contractor and its personnel.
· Minutes and records of meetings of the Contractor and its personnel with project staff and/or the Project Manager.
· Visas and work and residence permits issued by the partner country for the Contractor's personnel as well as proof of insurance cover (e.g. medical, liability) kept by the Contractor.
· Reports and data compiled or prepared by the Contractor in the performance of the Service Contract.
· Complaints and comments, if any, of project staff, Project Manager and Contracting Authority staff with regard to the quality and quantity of the services performed by the Contractor.
· Any other evidence of activities which the Practitioner considers appropriate.

	
	The procedure set out below could be performed over a sample of transactions.
The Practitioner shall select at least 3 invoices/payslips for each of the experts for the period subject to agreed-upon procedures.

	
	
	The Practitioner checked that:
F.1.17. The salaries and fees of the Contractor's personnel for who time has been charged to the Service Contract were actually incurred and paid by the Contractor in the period covered by the timesheets. 
F.1.18. The value of salaries as fees of the Contractor's personnel for who time has been charged to the Service Contract agrees with the value set out in their employment/service contracts.
	The Practitioner shall obtain and check the following documents:
· Employment contracts (for employees).
· Contracts (for experts/freelancers).
· Payroll information (salary statements and pay slips) as well as individual proof of payment for staff employed by the Contractor.
· Invoices and proof of payment for contractors/freelancers.











	Service Contract Article
	Cluster
	Procedures
	Documents

	
	G
	

	
	
	The procedure set out below could be performed over a sample of transactions.
The Practitioner shall select at least 10 transactions or 60% of the total expenditures declared as incidentals, whichever number is the highest.
Full coverage is required if the population is below 10 transactions.

	Articles 5 and 28.3
	G.1
	The Practitioner checked that:
G.1.1. Incidental expenditure was actually incurred by and pertains to the Contractor. 
G.1.2. Incidental expenditure was incurred during the implementation period of the Service Contract and that it had not already been charged in a previous Financial Report and invoice submitted by the Contractor for payment by the Contracting Authority. 
G.1.3. Incidental expenditure was indicated in the Service Contract budget.
	The Practitioner shall obtain and check the following documents:
· Special Conditions of the Service Contract.
· Annex V (Budget) of the Service Contract
· Invoices.
· Proof of payment
· Proof of work/service/supply.
· Existence of asset (if applicable).

	Article 24.1
	G.1
	The Practitioner checked that:
G.1.4. Incidental expenditure is recorded in Contractor’s accounts and substantiated by evidence.
G.1.5. The monetary value of incidental expenditure agrees with underlying documents.
G.1.6. The costs are rightly classified as incidental expenditures based on their nature (per diems, flights, registration to seminars or events, costs of organising events).
	The Practitioner shall obtain and check the following documents:
· Accounting records for incidental expenditures claimed.
· Invoices

	Article 11.2
	G.1
	The Practitioner checked that:
G.1.7. All documentation relating to procurement of goods and services for the project are prepared on an impartial basis so as to promote competitive tendering.
	The Practitioner shall obtain and check the following documents:
· Procurement policies.
· Procurement files.

	Article 28.3
	G.1
	For the specific case of per diems, the Practitioner checked that:
G.1.8. They correspond to actual cost/per diems paid/reimbursed by the Contractor to personnel contracted or employed by the Contractor.
G.1.9. For each 24 hours period per diems do not exceed the maximum amount which is contractually allowed i.e. the flat rates / per diem rates published at: http://ec.europa.eu/europeaid/funding/about-calls-tender/procedures-and-practical-guide-prag/diems_en 
G.1.10. For each 12 hours period per diems do not exceed 50% of the total flat rate amount above.
G.1.11. Per diems relate to missions which were required for and foreseen in the Service Contract; and
G.1.12. Per diems relate to the total number of days actually performed for these missions.
	The Practitioner shall obtain and check the following documents:
· If applicable, internal policies of the Contractor setting out per diem rates.
· If applicable, per diem rates published at http://ec.europa.eu/europeaid/funding/about-calls-tender/procedures-and-practical-guide-prag/diems_en.
· Timesheets
· Supporting documentation of travels



 


	Service Contract  Article
	Cluster
	Procedures
	Documents

	-
	H
	IDENTIFICATION OF SYSTEMIC FINDINGS

	-
	H.1
	The Practitioner checked if:
H.1.1. The errors identified as a result of the application of procedures A to G are systemic according to the following definition: “Systemic errors are findings found in the revised population that have an impact in the other expenditures of the Action which occur in well-defined and similar circumstances”.
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