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Scope of Audit
These rules define the mandate for an external Auditor in connection with a financial audit of

projects. The financial audit is carried out on site, where the funds have been used.

1 Scope of the financial audit

The financial audit of the project (“financial audit”) shall be carried out in accordance with the

International Standards on Auditing (ISA, issued by International Auditing and Assurance

Standards Board (IAASB)), as well as with applicable national standards in the country in

which the mandate is carried out.

A financial audit shall include the following areas:

1.1 Examination of the financial regularity

The examination is carried out through the control and evaluation of the exactness,

exhaustiveness and fairness of the various accounting transactions, either in full or by

sampling, according to need and risk evaluation (before and during the course of the audit).

Project related matters:

- Authorizations of expenditures and validity with supporting documents,

- Details of funds received for the project and reconciliation with the information supplied by

the donor(s),

- Physical existence and movements of the goods representing the property of the projects

(fixed assets, inventory assets, current assets)

- Allocation of expenditures in conformity with the budget(s),

- Conformity of local contracts with local legislation currently in force,

- Disposition and implementation of observations, adjustments and recommendations

resulting from previous financial review reports.

Accounting related matters:

- Arithmetic exactitude of the accounts, supporting documents and financial statements and

reports,

- Correctness of the accounting entries,

- Timeliness of recording economic events and transactions in the accounts,

- Financial statements and report information in agreement with the accounts,

- Reconciliation of the budget volume defined in the contract with the payment received in

the project (financial information related to the project),

- Assessment of accounts and advances; justification for unsettled amounts in excess of two

months,

- Reconciliation of balances of cash on hand and in banks with the general ledger and with

bank statement,

- Disposition and implementation of observations and recommendations as well as

adjustments and recommendations resulting from previous financial review and/or audit

reports.

1.2 Examination of the internal control system (ICS)

The examination of the appropriateness, the relevance and the functioning of the Internal

Control System as well as the internal regulations of a project, is carried out through the

control and evaluation of the
- Adequacy of the project organization (structures, functions, tasks, authority,

responsibilities, methods, procedures, segregation of duties etc.),

- Effectiveness of financial accounting and reporting processes,

- Adherence to applicable laws, regulations and instructions,

- Prevention of accounting errors and financial fraud,

- Adequacy and completeness of information and financial reporting system.

- Existence, respect and application of laws, regulations and instructions

- Quality and viability of the information system and of the reporting

- Warranted segregation of duty and equivalent control procedure

- Existence and application of adequate measures of internal control in respect of the

utilization of committed resources;

- Application of management procedures relative to the various project transactions. In

particular, adequate segregation of duties for vital functions and processes, like entering

commitments, authorizing and accounting of expenditures, reconciliation of cash on hand

and in banks

1.3 Examination of the conformity with project documentation

The examination is carried out through the control and evaluation of transactions,

expenditures and receipts compared with the basic project documents. Hence, the

examination includes:

- Agreement of transactions, expenditures and receipts by comparison with the basic project

documents (project description, programs of activities, contracts, terms of reference,

budgets etc.);

- Verification that goods purchased with allocated funds are utilized within the foreseen

objectives and are still available or have been disposed/sold in conformity with the

procedures defined in the project agreement/contract;

- Verification whether the clauses of the project agreement/contract have been respected;

- Verification that the expenditures correspond to the agreed budgets. Analysis of deviations

between budgeted and actual expenses and substantiation of major budget variations.

- Existence of adequate bid and purchasing procedures. e.g. best cost/benefit ratio for

materials and services, conformity of price offers with local practices and cost levels;

2 Relevant Documents

Particularly the following documents have to be considered by the Auditor as a minimum to

perform the audit:

Project

- Project Implementation Agreement between the Intermediate Body (IB) and the Executing Agencies;

- Final Project Proposal;

- Budgets, financing plans, programs of project activities;

- Project management procedures;

- Any other documents concerning the project.

Accounting

- Accounting documents subject to the financial review;

- Financial and activity reports concerning the project.

Auditor

- The present financial audit contract and the related terms of reference;

- Prior internal and external audit reports of the Executing Agencies or consultant;

- Any other information requested from the Executing Agencies or consultant by the

Auditor.

- Any intermediary declaration from the Executing Agencies or the consultant

3 Deliverables by the auditor

The Auditor shall prepare and deliver the following reports for the mandatory. The reporting

and all accompanying documents shall be in English. The Auditor’s Report and Management

Letter should be issued according to the auditors overall strategy and audit plan4.

The mandatory will be responsible to distribute the reports to the WE Program Officer.

3.1 Auditor’s Report

The auditor’s report shall contain a clear expression of the auditor’s independent opinion on

the mandate (approbation) specified in chapter 1 in present Annex. The report shall include

an explicit confirmation, if the presentation and disclosure of the financial information is

correct, that the funds are used in an appropriate and economical manner and comply with

the budget specified in the project agreement. The audit report shall state, if any issues are

detected. The issues must be specified in the Management Letter. The report shall also

confirm, if no issues are detected. In this case, no Management Letter will be delivered.

The financial information attached to the auditor’s report has to be expressed in Swiss

Francs as well as in the local currency.

3.2 Management Letter

Any issues detected by the auditor, shall be discussed in the debriefing meeting and included

in the auditor’s Management Letter.

The auditor’s Management Letter shall contain following details: an overall judgment of the

financial audit, the description of major exceptions and underlying circumstances and

quantification of the financial impacts (incl. action to be taken to correct this matters), the

auditor’s recommendations (incl. action to be taken by the Executing Agencies or consultant)

on improvements of project management, accounting procedures and system of internal

control.

Results and measures of any previous declaration or financial audit shall be taken into

consideration.[image: image1.png]



