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Reasonable Assurance Engagement in accordance with ISAE 3000 - revised
for Expenditures under the Financing Agreement
dated ....c..coveuneene , as amended on ................ ,
between
PATRIP Foundation
and
.......................... (“Insert Name of Implementing partner”)

Background

1. The auditor/practitioner shall do a reasonable assurance engagement based on ISAE
3000 (rev.).

[A separate audit report must be prepared and submitted for each individual project. The
external auditor contract shall clearly reflect that]

Subject Matter
The Financing Agreement and Project Expenditures (“Subject Matter”)

2. The Project Expenditures are made under the conditions of the Financing Agreement
dated .................. , as amended oN ......cceeeeunne. , between PATRIP Foundation and the
[insert name of Implementing Partner] including the corresponding Separate/Special
Agreement, for financing of the project: [insert project name and PATRIP project code]

3. The preparation of the Statements of Expenditures (“SoE”), the Summary of Bank
Accounts and the disbursement requests (overall “Subject Matter Information”) is the
responsibility of the Implementing Partner.

4. The auditor/practitioner shall thoroughly verify which accounts have been opened by
the Implementing Partner (“IP”) in connection with the Project. All such accounts shall
be mentioned in Annex B and be considered by this reasonable assurance engagement.
Any waiver/s to use of general /pooled bank accounts shall be verified from no
objection approval from PATRIP Foundation.

5. The financial information has to be established in accordance with consistently applied
accounting standards and the underlying agreements, governing the use of funds,
notably the Financing Agreement including the corresponding Separate/Special
Agreement as mentioned under paragraph 2 (Subject Matter Section) above (together
the “Relevant Agreements”).
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Scope

6. This engagement is a reasonable assurance engagement in accordance with
International Standard on Assurance Engagements (ISAE 3000 — revised) as
published by the International Federation of Accountants (IFAC). This standard
requires that the auditor/Practitioner will plan and perform procedures considered
necessary to obtain reasonable assurance about the Subject Matter information

(including — on-site visits). The auditor must bear in mind that, for the
establishment of the audit opinion, he/she must carry out a reasonable assurance
engagement and not a normal statutory audit and also not a limited assurance
engagement.

7. The reasonable assurance engagement;

a) will be affected annually (“insert Reporting Period”) and the respective report(s)

shall be presented not later than .................. _

b) shall cover in one single Report (“Report”) exclusively all accounts opened or

used in connection with the Financing Agreement as mentioned under paragraph
2 (Subject Matter Section) above.
c) shall comprise all expenditures listed in the SoE referred to in the Report.

Objective

8. The objective of the reasonable assurance engagement is to permit the
auditor/practitioner to express a conclusion on the “Subject Matter Information”
i.e. whether it is free from material misstatement regarding proper use of PATRIP
funds according to the criteria listed in Annex A.

9. The auditor/practitioner shall consider that mere account transfers as well as
advance payments out of any special account or cash boxes to service providers
which have not been cleared until the end of the Reporting Period cannot be
classified as “incurred cost” or “use of funds” and shall be shown separately in the

Annex-B (as “New project receivables”) and the SoE.

10. The conclusion on the criteria above shall cover all expenditures of the IP.

Reports
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11. The Report(s) shall
(a) beissued by a renowned auditor/practitioner in English or French language.

(b) be presented annually (signed original(s)) not later than ......................

(c) include at a minimum the following elements:
i title of the audit report: “Independent Reasonable Assurance Report”
ii. description of the Subject Matter

iii. applied criteria to evaluate the Subject Matter and to express the
auditor’s/practitioner’s conclusion according to the criteria listed in Annex

A.
iv. identification of the level of assurance obtained
V. informative summary of work performed as to extent, locations, etc.
vi. description of significant limitations

(d) state in a separate paragraph any tax amounts or other project related
contributions paid and not refunded, if the Relevant Agreements prohibit
financing of these costs.

(e) comprise the auditor’s/practitioner’s statement on the seriousness of
observations noted including the consequences of specific deficiencies, if any,
also in connection with the internal control system.

(f)  contain the following Annexes:

e Summary of the auditor’s conclusions during the Reporting Period (see
Annex A to these ToR);

Schedule showing receipts, transfers and disbursements of all accounts
related to the Relevant Agreements as mentioned under paragraph 2
above (see Annex B to these ToR) during the Reporting Period. A pdf
version and an excel version of Annex B are required to be submitted with
the audit report;

Fixed Asset Register as per PATRIP Foundation template;

Summary of Bank Accounts and complete SoE (overview and semi-annual
sheet) referred to in the reporting period, including the balance(s) of all
bank account(s) at the beginning and the end of the Reporting Period; and

These Terms of Reference (ToR) shall be annexed with the audit report
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Management Letter / Statement on Internal Control

12. The auditor/practitioner shall prepare a “Management Letter” or “Statement on

Internal Control” in which he/she will:

(a)

give comments, observations and recommendations on the accounting records
systems and controls examined during the course of the engagement (with
special focus on the account(s) under the Relevant Agreements and on the
handling of project receivables such as advances, tax claims, etc.).

if pertinent, identify specific deficiencies and areas of weakness in relevant
systems and controls of the Implementing Partner that have come to the
auditor’s attention, especially with regard to withdrawal, procurement, storage
and payment transactions, and make recommendations for their
improvement.

procurement systems, procedures and controls (with special focus on
conformity to the PATRIP Implementation Manual and other relevant
documentation agreed upon. In case of comments on procurement systems,
these shall be presented in a separate chapter and shall include a list of all
affected contracts with contract values.

(d)

(e)

if pertinent, report on actions taken by the management of the Implementing
Partner to make improvements with respect to deficiencies and areas of
weakness reported in the past;

bring to the attention of the Implementing Partner’s management any other
matters that the auditor considers pertinent.

i. the management's position on each of the observations made.
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(f) The financial impact of findings must be quantified as reflected in table 1 & 2.

Table 1: Follow up status on previous observations and recommendations

# | Observation | Amount | Classificatio Auditor’s Management | Auditor’s
affected n recommendatio | 's comments | statement
(if (H, M, L) n and (cleared /
possible) suggested not
action incl. cleared)
timeline
2
3
4

Table 2: Current year observations and recommendations

# Observation Amount | Classification Auditor’s Management’s
(please start with a affected (H, M, L) recommendation | comments and
detailed description | (if possible) suggested
of the observation) action incl.

timeline
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Risk/

Priority

Indications for classification, e.g.,

- Aninternal control weakness, high business risk area or non-compliance
with legislation or regulation which is of such a serious nature that the
organisation could suffer material financial loss and the matter requires
management’s immediate attention for resolution.

- Material non-compliance with the financing agreement or special
agreement

Medium - An internal control weakness, area of business risk or non-compliance
with legislation or regulation considered to be of such a nature that it
should receive management’s attention over a reasonable period (not
exceeding six months)

Low - An issue which does not necessarily warrant immediate attention, but

which should have an agreed programme for resolution within a
reasonable time.

- These matters generally include recommendations which will lead to a
general improvement in the control environment over time or could
improve efficiency or profitability

13.

14.

15.

Liability

The amount of the professional liability insurance shall be based on local/regional
standards for audit companies. When prompted to do so, the auditor will provide
PATRIP Foundation or any third party commissioned by PATRIP Foundation with
evidence of his liability insurance.

Review

The auditor shall keep documentation supporting his conclusion until at least five
years after completion of the assurance engagement and shall it accessible at all
times for review by PATRIP Foundation or any third party commissioned by PATRIP
Foundation.

Independency of the auditor

The auditor has not been a legal representative or a member of the supervisory
board or an employee of the Implementing Partner in the last 3 years prior to the
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16.

17.

18.

date of the engagement and will not accept such functions until the completion of
the audit.

In addition to the auditing activity, the auditor has neither participated in a
responsible manner in the keeping of the books or the preparation of the
annual/consolidated financial statements/statement of expenditure of the
Implementing Partner, nor in the performance of the internal audit, nor he is an
executive body or employee of a company that has participated in this, nor has
rendered other services.

The auditor has not provided any corporate management or financial services or
independent actuarial or valuation services that have a significant effect on the
proof of use to be audited, nor is he an executive body or employee of a company
that has provided such services.

The auditor has not taken on any fiduciary activities for the Implementing Partner.
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Annex A [to be attached to every Report as integral part]
SUMMARY

Subject Matter: all IP accounts, as stated in Annex B
Reporting Period: (From to )

Implementing Partner Country Project Name & Project Code

We summarize the conclusions in the audit report, performed in accordance with ISAE 3000
(Rev.), as follows:

**Conclusio
n Informative Summary of
Applied Criteria (YES/ Yes, work performed
except for | (see para. 69 of ISAE 3000)
.../ NO)

a) All payments made from any of the IPs to final
beneficiaries and all costs incurred stated in
Annex B were in accordance with the Project
purpose as specified in the Relevant
Agreements.

b) The financial management was done in
accordance with the contractual provisions of
the Separate/Special Agreement, among
others:

e Cash flows of PATRIP Foundation Funds to
final beneficiaries (Annex B) can be traced
without any gaps

e Interest income or other project related
receipts have been credited to Project
Accounts

e Exchange rates used are plausible and have
been applied consistently

e The costs are in line with the budget
positions agreed with PATRIP Foundation;

o Fixed Asset registers have been properly
maintained.

c) The following items are supported by
relevant and reliable evidence (such as
contracts, invoices, guarantees, procurement
documentation etc.):
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e expenditures from the IP Accounts;

e incurred costs paid;

e cleared advances to service providers of
former periods.

There are no indications that any expenditure
had already been financed by other sources.

d) Goods and Services have been procured by
the IPs in accordance with the Relevant
Agreements and the PATRIP Implementation
Manual, including adherence to all required No-
Objections,  thresholds and associated
conditions.

e) No other material findings and observations
have been disclosed during the engagement.

f) Material observations raised in previous
audits have been cleared.

**Please insert
e “YES” in case of no findings
o “YES, except for ...” in case of non-material findings
e “NO” in case of a qualification of the conclusion in any local audit report

All modifications of the conclusion require a reference to the local audit report or Management
Letter.
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Annex B [to be attached to every Report as integral part]

Project Account Overview

Name of Project: (Please insert project name) Project Code:(Please insert
project code)

Subject Matter: all Project accounts - including IP accounts - mentioned here
Reporting Period: (From to )

The following Project accounts have been considered for this reasonable assurance

engagement:
Currency Account Account Country
Number Holder
Special
Account*
Local

Special*Account
account IP 1**

account IP 2**

Etc.***

Other Project-
related
Account®**** - if

any -

The cash flows on these Project accounts are as follows:

Special Local Special| AccountIP1 | Account IP
Account Account No... 2

No... No... No...
Currency: Currency: Currency: Currency:

A) Opening Balance
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B) Inflow of PATRIP
Foundation funds

Plus

C) other receipts (e.g.,
interest)

Plus

D) Incoming transfers -
only from accounts
indicated in this table

Plus

E) Outgoing transfers —
only from accounts
indicated in this table

Less

F) Total costs paid (no
liabilities)

Less

G) New project
receivables (such as
advances) not cleared
until the end of the
Reporting Period

Less

H) Closing Balance
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Supplement 1: Project receivables

Implementing
Partners*

Currency:

1.) Opening balance
of receivables such as
advances, tax claims
etc. paid from PATRIP
Foundation funds but
not cleared by the
end of previous
Reporting Period

2.) Receivables paid
in previous Reporting
Periods and cleared | Less
during current
Reporting Period

3.) Receivables paid
in current reporting
period and not
cleared by the end of | Plus
this Reporting Period
(corresponds to
line G above)

4.) Total receivables
not cleared by the
end of this Reporting
Period

Please note: Receivables paid and cleared within this Reporting Period are to be considered
as “actual costs paid” (line F above) and are not to be considered here.

I
Supplement 2: Retention Account

Balance Retention Account at the end of this reporting period
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