B Ref. Ares(2019)3487906 - 28/05/2019

TERMS OF REFERENCE FOR AN EXPENDITURE VERIFICATION OF A SERVICE
CONTRACT (FEE-BASED) - EXTERNAL ACTIONS OF THE EURO PEAN UNION

How to complete these standard Terms of ReferencPlease insert the information requested
between the <> brackets, as appropriate for eachneer procedure. Square brackets [ ] and
parts shaded in grey indicate options to choose: &y should be included when applicable. All
other text should only need to be amended in excephal cases, depending on the requirements
of specific tender procedures. In the final versiorf each set of Terms of Reference, please
remember to delete this paragraph, any other text ith yellow highlighting, and to suppress all
brackets.

The following are the terms of reference (‘'ToR’) aevhich <name of the Contractor ‘the
Contractor’ agrees to engageame of the audit firm> ‘the Auditor’ to perform an expenditure
verification and to report in connection with a &pean Union financed fee-based service contract for
external actions concerning <title and number efdérvice contraet (the ‘Service Contract’). Where

in these ToR the ‘Contracting Authority’ is mentaghthis refers to <the European Commission or
name of another contracting authoritwhich has signed the Service Contract with thet@ator and
finances the services. The Contracting Authoritydsa party to this agreement.

1.1 Responsibilities of the Parties to the Engagemie

‘The Contractor’ refers to the entity that is receiving the fundisthe services and that has signed the
Service Contract with the Contracting Authority.

* The Contractor is responsible for providing a FiahReport for the services financed by the
Service Contract which complies with the terms andditions of the Service Contract and for
ensuring that this Financial Report can be receddib the Contractor’'s accounts and records in
respect of these services. The Contractor is rediplenfor providing sufficient and adequate
information, both financial and non-financial, impport of the Financial Report.

» The Contractor accepts that the ability of the Aordio perform the procedures required by this
engagement effectively depends upon the Contractaiding full and free access to Contractor's
staff and its accounts and records.

* ‘The Auditor’ is responsible for performing the agreed-upon @udaces as specified in these
ToR, and for submitting a report of factual findénigp the ContractorAuditor’ refers to the audit
firm contracted for this engagement and in partictib the partner or other person in the audit
firm who is responsible for the engagement andHerreport that is issued on behalf of the firm,
and who has the appropriate authority from a peiéesi, legal or regulatory body.

By agreeing these ToR the Auditor confirms thashe/meets at least one of the following conditions

» The Auditor and/or the firm is a member of a natioaccounting or auditing body or institution
which in turn is member of the International Fetieraof Accountants (IFAC).

* The Auditor and/or the firm is a member of a nagloaccounting or auditing body or institution.
Although this organisation is not member of the G5Athe Auditor commits him/herself to
undertake this engagement in accordance with th€ ftandards and ethics set out in these ToR.

» The Auditor and/or the firm is registered as audtayy auditor in the public register of a public
oversight body in an EU member state in accordarittethe principles of public oversight set out
in Directive 2006/43/EC of the European Parliamamd of the Council (this applies to auditors
and audit firms based in an EU member state)

Directive 2006/43 of the European Parliament ahthe Council of 17 May 2006 on statutory audits of
annual accounts and consolidated accounts, ame@iogcil Directives 78/660/EEC and 83/349/EEC and
repealing Council Directive 84/253 EEC.
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» The Auditor and/or the firm is registered as audtayy auditor in the public register of a public
oversight body in a third country and this registesubject to principles of public oversight at se
out in the legislation of the country concerneds(pplies to auditors and audit firms based in a
third country).

1.2 Subject of the Engagement

The subject of this engagement is the Contraciowsice dated <dd Month yyyy and the[interim]
[final] Financial Report in connection with the 8iee Contract for the period covering <dd Month
yyyy to dd Month yyyy. The activities performed by the Contractor untther Service Contract are
[technical assistance] [studies] [training] andsides] in accordance with the terms and conditmns
the Service Contract. Annex 1 to these ToR costiaiformation about the Service Contract.

1.3 Reason for the Engagement

The Contractor is required to submit to the ConingcAuthority an expenditure verification report
produced by an external auditor accompanied byQbetractor’'s invoice and in support of the
payment requested by the Contractor under Arti€lel f the General Conditions of the Service
Contract. The Authorising Officer of the Commissi@uguires this report as he makes the payment of
the invoice and of the fees and expenditure claiomedliitional on the factual findings of this report

1.4 Engagement Type and Objective

This expenditure verification is an engagementeiddgem certain agreed-upon procedures with regard
to the Financial Report for the Service Contradte Dbjective of this expenditure verification is fo
the Auditor to carry out the specific proceduraselil in Annex 2A of these ToR and to submit to the
Contractor a report of factual findings with regaodthe specific verification procedures performed.
Verification means that the Auditor examines thetdal information in the Financial Report and the
invoice of the Contractor and compares it with tilens and conditions of the Service Contract. As
this engagement is not an assurance engagemeAutti®r does not provide an audit opinion and
expresses no assurance. The Contracting Authadgsaes for itself the factual findings reported by
the Auditor and draws its own conclusions from ¢hiestual findings.

1.5 Standards and Ethics
The Auditor shall undertake this engagement in i@tzowce with:

- the International Standard on Related Servick2RS') 4400Engagements to perform Agreed-
upon Procedures regarding Financial Informatiaa promulgated by the IFAC;

- with the IFAC Code of Ethics for Professional Accountafdgveloped and issued by IFAC's
International Ethics Standards Board for AccountaffESBA) which establishes fundamental
ethical principles for Auditors with regard to igtéy, objectivity, independence, professional
competence and due care, confidentiality, profesdidoehaviour and technical standards.
Although ISRS 4400 provides that independence isarrequirement for agreed-upon procedures
engagements, the Contracting Authority requires tha Auditor is independent from the
Contractor and complies with the independence remqents of the IFAGCode of Ethics for
Professional Accountants

1.6 Procedures, Evidence and Documentation

The Auditor plans the work so that an effective endliture verification can be performed. The
Auditor performs the procedures listed in Annex &@#Athese ToR (‘Listing of specific procedures to
be performed’) and applies the guidelines in An2& (Guidelines for specific procedures to be
performed). The evidence to be used for perforntivegprocedures in Annex 2A is all financial and
non-financial information which makes it possible ¢éxamine the expenditure claimed by the
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Contractor in the Financial Report. The Auditorafiee evidence obtained from these procedures as
the basis for the report of factual findings. ThedAor documents matters which are important in
providing evidence to support the report of factiiradings, and evidence that the work was carried
out in accordance with ISRS 4400 and these ToR.

1.7 Reporting

The report on this expenditure verification shodé&bcribe the purpose, the agreed-upon procedures
and the factual findings of the engagement in sigffit detail in order to enable the Contractor #ed
Contracting Authority to understand the nature extgnt of the procedures performed by the Auditor
and the factual findings reported by the Auditor.

The use of the Model Report for an Expenditure fiation of an EC Service Contract (fee-based) in
Annex 3 of these ToR is compulsory. This reportustidoe provided by the Auditor to <name of the
Contractor within < number of working days to be indicatedthg Contractor> working days after
the day of signature of these ToR.

1.8 Other Terms

The fee for this engagement shall be <fee amouwhicarrency The Contractor may want to agree a
fixed fee for the engagement or otherwise. The f@aotdr should specify any reimbursable expenses
and allowances (e.g. travelling, other) agreed wighAuditor and whether VAT and/or other relevant
taxes are included in the fees/expenses.

The Contractor and the Auditor can use this se¢bagree any other specific terms

Annex 1 Information about the Service Contract

Annex 2A Listing of specific procedures to be performed

Annex 2B Guidelines for specific procedures to be performed

Annex 3  Model report for an expenditure verification of BE service contract (fee-based)

For the Contractor: For the Auditor:
Signature Signature

<name and capacity> <name and capacity>
<date> <date>
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Annex 1 Information about the Service Contract

[Annex to be completed by the Contractor]

Information about the Service Contract

Service Contract

Reference number and date of tlL&Contracting Authority’s reference of the Contract>

Service contract title

Country

Contractor

<full name and address of the Contractor as peBémeice Contract>

Legal basis for the Contract

Start date of the Contract

End date of the Contract

Maximum Contract value

<amount in Art.(3) of the Special Conditions of thervice Contract>

Total amount of the invoice and
invoice date

<provide the total amount as per the Contractowsice subject of this verification
and the invoice date>

Total amount invoiced to the
Contracting Authority to date

<provide the total amount invoiced by the Contredite 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

[ To be completed only if the Contracting Authorigynot the Commission Provide
the name, position/title, phone and E-mail of thatact person at the Contracting
Authority.]

European Commission

<provide the name, position/title, phone and E-raithe contact person in the
Delegation of the Commission in the country conedrror if applicable at
Headquarters>

Auditor

<Name and address of the audit firm and namesipesiof the auditors>
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Annex 2A Listing of the specific procedures to begrformed

This Annex is a standard listing of specific procedres to be performed and it shall not be modified

1 General Procedures
1.1 Terms and Conditions of the Service Contract

The Auditor obtains an understanding of the termd aonditions of the Service Contract by
reviewing the Service Contract and its annexesadhdr relevant information, and by inquiry of the
Contractor. The Auditor obtains a copy of the araiService Contract (signed by the Contractor and
the Contracting Authority) with its annexes. Thediar obtains and reviews the Report (which
includes a narrative and a financial section) asipecle 26.1 of the General Conditions.

1.2 Financial Report and Invoice for the Service Qatract

The Auditor verifies that the Contractor’s invoiaad Financial Report comply with the following
conditions of Article 26 of the General Conditiafg¢he Service Contract:

- The format of the Financial Report should be atified to the Contractor by the Project Manager
during the period of implementation of the tasksi¢ke. 26.1)

- All invoices for a fee-based contract must beoagganied by an up to date Financial Report. The
structure of the interim or final Financial Repshould be the same as that of the contractually
approved budget (Annex V). The Financial Reporusthaindicate, at a minimum, the expenditure
of the reporting period, the cumulative expenditame the balance available.

1.3 Rules for Accounting and Record keeping

The Auditor examines — when performing the procedisted in Annex 2A - whether the Contractor
has complied with the following rules for accouatsd record keeping of Article 24 of the General
Conditions of the Service Contract:

- The Contractor must keep full accurate and syatiemmecords and accounts in accordance with
the specific conditions of Article 24.1;

- The Contractor must keep timesheets in accordaitbethe specific conditions of Article 24.2.

1.4 Reconciling the Financial Report to the Contraior's Accounts and Records

The Auditor reconciles the information in the ins®iand the Financial Report to the Contractor’'s
accounts and records in respect of the services.

1.5 Exchange Rates

The Auditor verifies that amounts of fees and o#xgrenditure incurred in a currency other than the
Euro have been converted in accordance with theifspeonditions of Article 29.5 of the General
Conditions the Service Contract.

2 Procedures to verify conformity of Fees and Expatiture with the Budget and
Analytical Review

2.1 Budget of the Service Contract
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The Auditor carries out an analytical review of #genditure headings in the Financial Report and
verifies that the budget in the Financial Reponresponds with the budget of the Service Contract
(authenticity and authorisation of the initial betigand that the fees and expenditure incurred were
indicated in the budget of the Service Contract.

2.2 Amendments to the Budget of the Service Contrac

The Auditor verifies whether there have been amemisto the budget of the Service Contract.
Where this is the case the Auditor verifies that ¢bnditions of Articles 20.1 and 20.2 of the Gaher
Conditions of the Service Contract were respectadl that an addendum to the Service Contract
(Article 20.1) or an Administrative Order (ArticRD.2) exists.

3 Procedures to verify Fees and Expenditure
3.1  Eligibility of Fees

The Auditor verifies the eligibility of the fees thithe terms and conditions of the Service Consatt
out below.

3.1.1 Verification of time charged to the Service @ntract

3.1.1.1 Timesheets for the Contractor's Personnel
The Auditor verifies that:

(1) Time (number of days / hours worked) chargedh® Service Contract for the Contractor's
personnel (i.e. team leaders, senior and junipeg) corresponds to timesheets maintained by
the Contractor in accordance with the criteria fecords of (Article 24 of the General
Conditions).

(2) Timesheets were approved by the Project Managany person authorised by the Contracting
Authority or by the Contracting Authority itself aanmonthly basis (Article 24.2 of the General
Conditions).

(3) Timesheets cover time periods that fall witthie implementation period of the Service Contract
(Article 5 of the Special Conditions)

(4) Time (number of days / hours worked) chargedh® Service Contract for the Contractor's
personnel has not already been charged in a peWmancial Report and invoice submitted by
the Contractor for payment by the Contracting Autlyo

(5) Time charged to the Service Contract relateshto Contractor's personnel mentioned in the
Budget for the Service Contract. The Auditor re\sevariances between estimated time for the
Contractor's personnel in the budget and actuad tihmarged and obtains explanations from the
Contractor for substantial variances. In casesib$mntial overruns the Auditor verifies that such
overruns have been properly authorised (Article®the General Conditions).

(6) The total number of days / hours on timeshbatsbeen correctly calculated. For this purpose the
Auditor may use a sample (e.g. recalculating (siobdls for a number of the Contractor's
personnel and for a number of months.
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3.1.1.2 The Contractor's personnel is employed ooatracted by the Contractor and

approved by the Contracting Authority

The Auditor verifies that:

(1)

(2)

®3)

(4)

The Contractor's personnel (i.e. team leadsmsior and junior experts) for who time has been
charged to the Service Contract was actually enggldoy the Contractor in the period covered by
the timesheets. For this purpose the Auditor examsupporting evidence such as employment
contracts. For personnel contracted by the Comtrgetg. independent experts and free-lancers)
the Auditor examines supporting evidence such afracts. The Auditor also verifies that there is
agreement by the Contracting Authority that contedgersonnel (i.e. key experts and non-key
experts) can work for the Service Contract. Fos fhurpose the Auditor verifies that key experts
are listed in Annex IV of the Service Contract (pe@t (3) below) and that appropriate evidence
(i.e. administrative orders) exists for non-key enp (see point (4) below). The Auditor can
examine supporting evidence on a sample basisf¢e.g.number of months).

The salaries and fees of the Contractor's paeddor who time has been charged to the Service
Contract were actually incurred and paid by the t@mtor in the period covered by the
timesheets. For this purpose the Auditor examiregsaghl information (e.g. salary statements and
pay slips) for staff employed by the Contractorr personnel contracted by the Contractor (i.e.
key experts and non-key experts) the Auditor examisupporting evidence relating to the
charging of fees and payment (e.g. invoices anafpob payment). The Auditor can examine
supporting evidence on a sample basis (e.g. fangoer of months).

Key experts for who time has been charged eactintract are listed in Annex IV (key experts) of
the Service Contract, that CVs are included in thismex and that signed addendums to the
Service Contract exist for key experts who haventeplaced by other ones (Article 20 of the
General Conditions).

The Contractor has informed the Contractinghtuty of all experts other than key experts for
who time has been charged to the Service Contratttlzat there is a written approval of the
Project Manager for the appointment and replaceraetttese experts (Article 16 and 17 of the
General Conditions).

3.1.1.3 The Contractor's personnel has carried oudctivities for the Service Contract

(1)

In addition to the procedures under 3.1.1.1 arid1.2 the Auditor obtains evidence, including
where available independent, third-party evidetita, time charged for the Contractor's personnel
(i.e. team leaders, senior and junior experts)apestto Service Contract activities. Evidence
includes but is not limited to:

- Statements (written and oral) from the Projectn®tger and where available from EU
Delegation Officials;

- Monitoring and evaluation reports and memo'siobthafrom the EU Delegation;
- Reports and documents drawn up by the Contrastdrapproved by the Contracting Authority
(Article 27 of the General Conditions) as well &lsev activity reports and memao's produced by

the Contractor and the Contractor's personnel;

- Minutes and records of meetings of the Contraatat the Contractor's personnel with project
staff, the Project Manager and EU Delegation staff;

- Correspondence of the Contractor and the Cowiragbersonnel with project staff, the Project
Manager and EU Delegation staff;
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Visas and work and residence permits issued ey gartner country for the Contractor's
personnel as well as proof of insurance cover (eeglical, liability) kept by the Contractor;

Reports and data compiled or prepared by the r&ctor in the performance of the Service
Contract as specified in Article 14 of the Gen&ahditions;

Complaints and comments, if any, of project st&ffoject Manager and EU Delegation staff
with regard to the quality and quantity of the seeg performed by the Contractor;

Any other evidence which the Auditor considerprapriate.

(2) The Auditor reports that evidence was obtaiwbatth makes it plausible that the time charged for
the Contractor's personnel relates to Service @ohtctivities. In case the Auditor has not been
able to obtain such evidence the reasons mustenifiggl in the Auditor's report.

3.1.2 Verification of fee rates charged to the Seise Contract

(1) The Auditor verifies that the fee rates for entractor's personnel (i.e. team leaders, semadr
junior experts) charged to the Service Contracttheeones indicated in the Service Contract
budget (Annex V of the Special Conditions).

(2) If the actual fee rate charged differs from tbe rate indicated in the budget the Auditor vesif
whether the actual fee rate has been approvedcor@ence with the terms and conditions of the
Service Contract (Article 20 of the General Corhig).

3.1.3 Verification of total fee costs charged to thService Contract
(1) Vvalue

(&) The Auditor verifies that the total number cdyd / hours worked on timesheets for the
Contractor's personnel (i.e. team leaders, semidtj@ior experts) multiplied by actual fee rates
corresponds with the total fee cost charged tdS#ice Contract in the Financial Report and on
the invoice (Article 29.6 General Conditions).

(b) The Auditor verifies, where applicable, whettiee correct exchange rates have been used in
accordance with the terms and conditions of th&i&eiContract in order to calculate the total fee
cost for the Contractor's personnel (Article 29én€ral Conditions).

(2) Classification

The Auditor verifies that total fee costs for then@actor's personnel are classified in the Firanci
Report in accordance with the underlying timeshaatsother evidence.

3.2 Eligibility of Incidental Expenditure

The Auditor verifies the eligibility of incidenta&xpenditure claimed with the terms and conditiohs o
the Contract.

3.2.1 Verification of Incidental Expenditure —Verification Procedures and Criteria
(1) Incidental expenditure actually incurred (Geale€Conditions Article 28.3)

The Auditor verifies that incidental expenditure swactually incurred by and pertains to the
Contractor. For this purpose the Auditor examinggpsrting documents (e.g. invoices) and proof of
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payment. The Auditor also examines proof of work@&ogoods received or services rendered and
he/she verifies the existence of assets wherecaiybd.

(2) Cut-off - Implementation period (Article 5 bketSpecial Conditions)

The Auditor verifies that incidental expendituresaacurred during the implementation period of the
Service Contract and that it had not already béwmged in a previous Financial Report and invoice
submitted by the Contractor for payment by the @uarning Authority.

(3) Budget (Special Conditions Annex V)
The Auditor verifies that incidental expendituresamadicated in the Service Contract budget.
(4) Covered by fee-rates (General Conditions Agtie8.3)

The Auditor verifies that incidental expenditur@dluding costs of office accommodation) is not

already covered or supposed to be covered in #heates for the Contractor's personnel (i.e. team
leaders, senior and junior experts) and persontier dhan experts. For this purpose the Auditor
reviews the conditions in Section 6.1, 6.2 andd.ke terms of reference for the Service Contract
(Annex Il of the Service Contract).

(5) Necessary (General Conditions Article 28.3)

The Auditor verifies whether it is plausible thaicidental expenditure was necessary for the
implementation of the Service Contract and thhad to be incurred for the Service Contract actigit
by examining the nature of the expenditure withpgmpng documents.

(6) Records (General Conditions Article 24.1)

The Auditor verifies that incidental expenditureésorded in Contractor’s accounts and substadtiate
by evidence (see section 1 of Annex 2B, GuidelifmesSpecific Procedures to be performed) and
notably the supporting documents as specified iticksr24.1 and 24.2 of the General Conditions of
the Service Contract.

(7) Valuation

The Auditor verifies that the monetary value of idental expenditure agrees with underlying
documents (e.g. invoices, salary statements) aiccthrect exchange rates are used where applicable
All incidental expenditure incurred should be desthand invoiced at actual cost. This is explicitly
stipulated in Annex V (Budget) of a fee-based sEndgontract).

(8) Classification

The Auditor examines the nature of the costs andie® that these costs have been classified as
incidental expenditure in the Financial Report.

3.2.2 Verification of Incidental Expenditure - Spedic Verification Procedures for Per
Diems

The Auditor verifies the eligibility of the totah@unts of subsistence i.e. per diems declareden th
Financial Report for the Contractor's personnel (eam leaders, senior and junior experts) whe hav
performed missions requiring at least 12 hours afn@y their normal place of posting with the terms
and conditions of the Service Contract and thesrglet out in Annex V (Budget) of the Service
Contract. More specifically the Auditor verifiesatithe subsistence i.e. per diem amounts declared i
the Financial Report and included in the Contréstowroice:
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(1) Correspond to actual cost/per diems paid/remsguiby the Contractor to personnel contracted or
employed by the Contractor;

(2) For each 24 hours period do not exceed the maxi amount which is contractually allowed i.e.
the flat rates / per diem rates publishedhdtp://ec.europa.eu/europeaid/funding/about-calls-
tender/procedures-and-practical-guide-prag/diems_en

(For each period of 12 hours mission, the expeghtgtled to receive 50% of the flat rate amount);
(3) Relate to missions which were required for fordseen in the Service Contract; and

(4) Relate to the total number of days actuallygremed for these missions.
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Annex 2B Guidelines for Specific Procedures to begpformed

[This Annex provides standard guidelines for the secific procedures to be performed and these guideks shall not
be modified]

1 Verification Evidence

When performing the specific procedures listed iméx 2A the Auditor may apply techniques such
as inquiry and analysis, (re)computation, comparisether clerical accuracy checks, observation,
inspection of records and documents, inspectiasséts and obtaining confirmations.

The Auditor obtains verification evidence from thgsrocedures to draw up his report of factual
findings. Verification evidence is all informatiarsed by the Auditor in arriving at the factual fimgs
and it includes the information contained in thecamting records underlying the Financial Report
and other information (financial and non-financial)

The_contractual requirements that relate to veiion evidence are:

» The Contractor shall keep full accurate and systiemracords and accounts in respect of the
services in such form and detail as is sufficiene¢stablish accurately that the number of working
days and the actual incidental expenditure idetifn the Contractor's invoice(s) have been duly
incurred for the performance of the services (Aet4.1 of the General Conditions of the Service
Contract);

» Timesheets must be maintained and approved (A2i¢l2 of the General Conditions);

» The Contractor will allow the verification of origal documents, supporting documents for the
accounts, accounting documents and any other doduralevant to the financing of the project
(Article 25.1 General Conditions);

» The Contractor will give appropriate access tdrfsrmation systems, as well as all documents
and databases concerning the technical and firlaneiaagement of the project. Documents must
be easily accessible and filed so as to facilitdteir examination (Article 25.2 General
Conditions);

 All reports and data such as maps, diagrams, dgawirspecifications, plans, statistics,
calculations, databases, software and supporticgrade or materials acquired, compiled or
prepared by the Contractor in the performance @Ghntract shall be the absolute property of the
Contracting Authority unless otherwise specifiedtide 14.1 of the General Conditions).

Moreover, for the purpose of the procedures ligteinnex 2A, supporting documents:
» Shall be available in the original form or in tleerh of copies (as set out in the PRAG) including

in electronic form.

Guidance records and accounting and supporting documémasld be available in documentary
form, whether paper, electronic or other mediurg.(@.written record of a meeting is more reliable
than an oral presentation of the matters discusdddytronic documents can be accepted only
where:

- the documentation was first received or created.(an order form or confirmation) by the
Contractor(s) in electronic form; or

- the Auditor is satisfied that the Contractor uaeselectronic archiving system which meets
established standards (e.g. a certified systemhadomplies with national law).
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» Should preferably be obtained from independentcesuputside the entity (an original suppliers
invoice or contract is more reliable than an inddlsnapproved receipt note);

* Which is generated internally is more reliabld thas been subject to control and approval;

» Obtained directly by the Auditor (e.g. inspectidrassets) is more reliable than evidence obtained
indirectly (e.g. inquiry about the asset).

If the Auditor finds that the above criteria foridence are not sufficiently met, he/she shouldibleta
this in the factual findings.

2 Obtaining an understanding of the terms and condions of the Contract (Annex 2A
- procedure 1.1)

The Auditor obtains an understanding of the termd eonditions of the Service Contract and of
Annex Il of the Service Contract, which contain® tierms of Reference for the Contractor.
Moreover, the Auditor pays special attention to thies for subcontracting as set out in Articlef4 o
the General Conditions of the Service Contract.

If the Auditor finds that the terms and conditiadnsbe verified are not sufficiently clear he should
request clarification from the Contractor.

3 Verification of Fees and Expenditure (Annex 2A procedures 3.1 and 3.2)

The fees and expenditure claimed by the Contrantdine Financial Report are presented under the
following headings: Fees (including overheads) hmadental Expenditure. These headings may be
broken down into subheadings.

Fees and expenditure subheadings can be broken iddevindividual fee and expenditure items or
classes of expenditure items with the same or aingharacteristics. The form and nature of the
supporting evidence (e.g. a timesheet, a contaacinvoice etc) and the way fees and expenditwee ar
recorded (e.g. computerised time recording, jouemties) vary with the type and nature of the fees
and expenditure and the underlying actions or &etiens. However, in all cases fees claimed must
relate to the fee rates agreed in the Budget amdirtine worked as attested to by the timesheets as
required by Article 24.2 of the General ConditioBxpenditure items should in all cases reflect the
accounting (or financial) value of underlying aooor transactions no matter the type and nature of
the action or transaction concerned.

4  Verification Coverage of Fees and Expenditure (Amex 2A - procedures 3.1 and 3.2)

The Auditor must carry out @omplete andexhaustiveverification of all the fees and all expenditure
claimed on the invoice and in the Financial Report.

5 Procedures to verify Fees and Expenditure (Anne2A - procedures 3.1 and 3.3)

The Auditor verifies the fees and the expendituyechrrying out procedures 3.1 and 3.3 listed in
Annex 2A and reports all the factual findings andeptions resulting from these procedures.
Verification exceptions are all verification dewats found when performing the procedures setrout i
Annex 2A.

The Auditor quantifies the amount of the verifioatiexception found and the potential impact on the
EC contribution, should the Commission declarefd®or expenditure item(s) concerned ineligible.
The Auditor reports all exceptions found includihg ones of which he cannot quantify the amount of
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the verification exception found and the potentighact on the EC contribution. The Auditor reports
all exceptions found including the ones of whichchanot measure the financial impact.

For examplethe Auditor finds that an amount of 1.000€ relgtio expert fees is not supported by the
hours worked on the timesheets.
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Annex 3  Model Report for an Expenditure Verification of an EC Service Contract (fee-based)

HOW TO USE THIS MODEL REPORT? All text highlighted in yellow in this model report is for
instruction only and auditors should remove it afte use. Information requested in the following form
<iveinn > (e.g. <name of the contractor> must be comgtied by the auditor.

<To be printed on AUDITOR'S letterhead>

Report for an Expenditure Verification of a ServiceContract
(fee-based) - External Actions of the European Unio

<Title of and number of the service contract>

TABLE OF CONTENTS

1 REPORT OF FACTUAL FINDINGS 14
2 INFORMATION ABOUT THE SERVICE CONTRACT 17
3 PROCEDURES PERFORMED AND FACTUAL FINDINGS 17
ANNEX 1 FINANCIAL REPORT FOR THE SERVICE CONTRACT 18
ANNEX 2 INVOICE OF THE CONTRACTOR 19
ANNEX 3 TERMS OF REFERENCE EXPENDITURE VERIFICATION 19

1 Report of Factual Findings

< Name of contact person[s] >, Position>
< Contractor’s name >
<Address>

<dd Month yyyy>

Dear< Name of contact person[s] >

In accordance with the terms of reference datedMdudth yyyy> that you agreed with us, we provide
our Report of Factual Findings (“the Report”), wilspect to the accompanying Financial Report and
invoice for the period covering < dd Month yyyyd ¥onth yyyy> (Annexes 1 and 2 of this report).
You requested certain procedures to be carriednoconnection with your Financial Report and the
invoice and the European Union financed Servicet@oh concerning <title and number of the
contract>, the ‘Service Contract'.

Objective

Our engagement was an expenditure verification wiican engagement to perform certain agreed-
upon procedures with regard to the Financial Refuorthe Service Contract between you attde
European Commission or the name of another comigaatithority>the ‘Contracting Authority’. The
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objective of this expenditure verification is fos to carry out certain procedures to which we have
agreed and to submit to you a report of factualifigs with regard to the procedures performed.

Standards and Ethics
Our engagement was undertaken in accordance with:

- International Standard on Related Services (‘I'$R800 Engagements to perform Agreed-upon
Procedures regarding Financial Informatices promulgated by the International Federation of
Accountants (‘IFAC);

- the Code of Ethics for Professional Accountarmgsued by the IFAC. Although ISRS 4400
provides that independence is not a requirementfpeed-upon procedures engagements, the
Contracting Authority requires that the auditoroat®@mplies with the independence requirements
of theCode of Ethics for Professional Accountants

Procedures performed

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

These procedures have been determined solely b§dh&acting Authority and the procedures were
performed solely to assist the Contracting Autlyoiit evaluating whether the fees and expenditure
claimed by you on the invoice and in the Finan&laport are eligible in accordance with the terms
and conditions of the Service Contract.

Because the procedures performed by us did nottitgeseither an audit or a review made in
accordance with International Standards Auditingnéernational Standards on Review Engagements,
we do not express any assurance on the FinanguarRRe

Had we performed additional procedures or had wépred an audit or review of the financial
statements of the Contractor in accordance withrihattional Standards on Auditing, other matters
might have come to our attention that would haventreported to you.

Sources of Information

The Report sets out information provided to us by i response to specific questions or as obtained
and extracted from your accounts and records.

Factual Findings

The total expenditure which is the subject of #mwpenditure verification amounts to [EUR] [<ISO
code of national currency> only for indirect mamageat] <amount>. This amount corresponds to the
total amount of fees and expenditure claimed orr yowice and your Financial Report. We have
carried out a complete and exhaustive verificatibihe fees and expenditure claimed on the invoice
and in the Financial Report.

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

Use of this Report
This Report is solely for the purpose set forthvaboander objective.

This report is prepared solely for your own confitial use and solely for the purpose of submission
by you to the Contracting Authority in connectioitwthe requirements as set out in Article 29 @f th
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General Conditions of the Contract. This report mai/be relied upon by you for any other purpose,
nor may it be distributed to any other parties.

The Contracting Authority is not a party to theesgnent (the terms of reference) between you and us
and therefore we do not owe or assume a duty eftoathe Contracting Authority who may rely upon
this expenditure verification report at its owrkrend discretion. The Contracting Authority canesss

for itself the procedures and findings reportedulsyand draw its own conclusions from the factual
findings reported by us.

The Contracting Authority may only disclose thisp@e to others who have regulatory rights of
access to it in particular [the European CommisgbDelete if the Commission is the Contracting
Authority)], the European Anti Fraud Office and tBeropean Court of Auditors.

This Report relates only to the Financial Reposc#ied above and does not extend to any of your
financial statements.

We look forward to discussing our Report with yaudawvould be pleased to provide any further
information or assistance which may be required.

Yours sincerely

Auditors’ signature (person or firm or both, as appropriate and iroet@nce with firm policies)

<Name of Auditor signing(person or firm or both, as appropriate)>

<Auditors’ address (office having responsibility for the engagement)>

Date of signature<dd Month yyyy - date of when the final report is effectivelyrsg>
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2 Information about the Service Contract

Chapter 1 should include a brief description of theService Contract and the Contractor's activities(maximum 1
page)

3 Procedures performed and Factual Findings

We have performed the specific procedures listedinex 2A of the terms of reference for the
expenditure verification of the Service Contradie3e procedures are:

1 General Procedures
2 Procedures to verify conformity of Expenditurehnthe Budget and Analytical Review

3 Procedures to verify Fees and Expenditure

We have applied the principles and criteria forhéfication of expenditure as set out in Annex 2B
(sections 3 and 4) of the ToR for this expendittgefication.

<Explain here difficulties or problems encounteifeghy>

The total expenditure verified by us amounts to FEU<ISO code of national currency> only for
indirect management] <amount> and is summariséideinable below.

<Provide here a summary table of the Financial RepoAnnex 1 presenting for each (sub) heading
the total fee and expenditure amount reported &yCibntractor>

We have verified the fees and expenditure as showime above summary table. For this purpose we

have carried out the verification procedures spetiat point 3.1 and 3.2 of Annex 2A of the ToR for
this expenditure verification. We report our fadtil|adings resulting from these procedures below.

1 General Procedures

1.1 Terms and Conditions of the Service Contract

We have obtained an understanding of the terms camditions of this Service Contract in
accordance with the guidelines in Annex 2B (poijnd2the ToR for this expenditure verification.

<Describe the factual findings that have arisemfpyocedures 1.1- 1.5 in Annex 2A. If there
are no factual findings this should be explicitly &ated as follows_for each procedure!No
factual findings have arisen from this procedure'.>

1.2 Financial Report and Invoice for the Service Quatract

1.3 Rules for Accounting and Record keeping

1.4 Reconciling the Financial Report to the Contraior's Accounts and Records
1.5 Exchange Rates

2 Procedures to verify conformity of Expenditure wth the Budget and Analytical
Review
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2.1 Budget of the Service Contract

2.2 Amendments to the Budget of the Service Contrac

<Describe factual findings and specify errors axceptions that have arisen frggrocedures 2.1
— 2.2 in Annex 2A. If there are no factual findingghis should be explicitly stated as follows
for each procedure:'No factual findings have arisen from this proceder

3 Procedures to verify Fees and Expenditure

We have reported further below all the excepti@siiting from the verification procedures specified
at point 3.1 and 3.2 of Annex 2A of the ToR forsteixpenditure verification insofar these procedures
did apply to the verification of fees and expenditu

We have quantified the amount of the verificati@neptions found and the potential impact on the EC
contribution, should the Commission declare thedeexpenditure item(s) concerned ineligible. We
have reported all exceptions found including thesoof which we cannot quantify the amount of the
verification exception found and the potential iripan the EC contribution.

<Specify for which fees and expenditure amounter# exceptions between facts and criteria were
found, the nature of the exception — this meanshvbf the specific condition or conditions descdbe
at point 3.1 and 3.2 of Annex 2A of the ToR weré mespected. Quantify the amounts of verification
exceptions found and the potential impact on thecB@ribution, should the Commission declare the
expenditure item(s) concerned ineligible

3.1 Eligibility of Fees claimed

We have verified the eligibility of fees claimedtiwithe terms and conditions of the Service Contract
We have performed procedures 3.1.1 (verificatiortime charged to the Service Contract), 3.1.2
(verification of fee rates charged to the Servianiact) and 3.1.3 (verification of total fee costs
charged to the Service Contract) as specified ineXr2A of the ToR for this expenditure verification

<Describe factual findings and specify errors arceptions.Procedures 3.1.1 - 3.1.3 in Annex 2A.
Example: we found that total expenditure for an amoun? . @00€ related to senior expert fees in the
Financial Report was not eligible. An amount of € for expert fees was not supported by
timesheets and 2.500€ related to a timesheet fweri@ad outside the implementation period of the
service contract. (Note: relevant details such iasesheet references or documents should be
provided)>

3.2 Eligibility of Incidental Expenditure

We have verified the eligibility of incidental expgiture with the terms and conditions of the Sexvic
Contract. We have performed procedures 3.2.1 (aR® Zeligibility of incidental expenditure) in
Annex 2A.

<Describe factual findings and specify details iwbes and exception®rocedure 3.2.1(verification
of Incidental Expenditure —Verification Procedusssl Criteria)and 3.2.2(verification of Incidental
Expenditure - Specific Verification Procedures Rar Diems)jn Annex 2A>

Annex 1 Financial Report for the Service Contract

Annex 1 should include the Contractor's financigpart for the Service Contract which has been thigest of the
verification. The financial report should bated and indicate thperiod covered
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Annex 2 Invoice of the Contractor
Annex 2 should include a copy of tlmwoice of the Contractor
Annex 3 Terms of Reference Expenditure Verification

Annex 3 should include signed anddated copy of the terms of reference for the expenditegfication of this Service

Contract includingAnnex 1 (information about the Service Contract) athex 2A (Listing of the specific procedures to be
performed).
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