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TERMS OF REFERENCE

an External Audit of Grant Contract (Reference DHA/OS-2013/58) Financed by Embassy of the Kingdom of the Netherlands
1. Background Information 

Introduction

PROOFS (Profitable Opportunities for Food Security) is a four‐year project which aims to improve the household food and nutrition security, feeding practices for women of reproductive age, infants and young children, Vocational Training and WASH (water, sanitation and hygiene) situation of 80,000 rural households (HHs) at the Base of the Pyramid (BoP). This is to be implemented through a combination of proven as well as innovative nutrition messaging and social marketing strategies and market-led interventions in agriculture, water and sanitation. 

The project covers 4 districts in the North-West of Bangladesh: Gaibandha, Kurigram, Nilphamari and Rangpur; and 3 districts in the South-West of Bangladesh: Barisal, Bhola and Patuakhali. The seven target districts have approximately 1.6 million smallholder farmers of which the project will target 80,000 farm households, representing approximately 340,000 people. The project, funded by the Embassy of the Kingdom of Netherlands (EKN), is jointly implemented by ICCO Cooperation (ICCO), iDE, Edukans and BoP Innovation Center (BopInc). 
Funding and compliance mechanism

The project is implemented in Bangladesh primarily by ICCO and iDE, which operate country offices in Bangladesh. Technical support for this project is provided by BOPInc, Edukans and ICCO global offices based in The Netherlands.
ICCO and iDE Bangladesh country offices receive funds from their respective head offices (HOs) for project implementation. Specifically, ICCO receives funds from its Head Office in the Netherlands whereas iDE receive funds from its Head Office in the USA. This necessitates 02 (two) separate budgets, separate FD6 approvals from the NGO Affairs Bureau (NGOAB) Bangladesh, and separate institutional accountability for the management of these funds in line with respective organizational financial and administrative policies. 

All implementing & technical partners are bound by the terms and conditions of the agreement  as well as the Audit protocol for PROOFs, activity no. 25477 (Annex I) and Grant Contract (Reference: DHA/OS‐2013/58) Financed by Embassy of the Kingdom of the Netherlands (EKN) with mutual understanding and cooperation. With the grant contract between ICCO Cooperation (“the Grant Holder) and EKN, the PROOFS project is subject to an annual external audit in September of each year. This document seeks to outline the Terms of Reference (‘ToR’) for “the Auditor” to perform, manage and report as per the compliance standards stated in the “Grant Contract” (DHA/OS-2013/58) and Audit Protocol for PROOFS, activity no. 25477. 

The Auditor will be engaged by ICCO and will report to the Audit Committee of PROOFS. As all PROOFS partners are subject to this audit, the firm must have the capacity to conduct an audit of implementing partners that are located in Bangladesh (where ICCO and iDE operate country offices) as well as the Netherlands (BoPInc and Edukans).  
2. Purpose of the external audit

The overall purpose of this external audit is to: -

· Obtain an independent opinion on the PROOFS financial statements (including all implementing & technical Partners) as stated in the Audit protocol for PROOFs, activity no. 25477 and Grant Contract: DHA/OS‐2013/58

· Obtain certification that implementing organizations (ICCO, iDE, BOPInc & Edukans) has applied the prescribed policy concerning pre financing (Ref: page no. 4 of Grant decision DHA/OS‐2013/58). 
· Obtain management report from the auditor highlighting areas of improvements in the financial management system of PROOFS. In the management report, the auditor, should therefore assess whether the degree to which the activity carried out has been estimated realistically budgeted and expenditure of this budget has been managed.

3. Scope of the external audit (same as in Audit protocol) 
a) The audit should be carried out in accordance with generally accepted auditing standards (ISA)

b) In auditing the financial statement, the auditor will assess regularity and whether the applicable requirements have been satisfied. The auditor must establish the completeness and accuracy of all receipts and expenditures incurred in the PROOFS project, and that they derive logically from and are in line with the activity referred to the under paragraph 1 of this protocol.

c) The auditor must observe a minimum level of reliability of 95% and a permitted tolerance of 1%.

d) The auditor opinion will be drawn up in accordance with the model in paragraph 4 of this protocol.

e) With regards to the organizations processes and record , the auditor must establish that :

· The grant recipient has an effective administrative organization with a system of Internal control measures (AO/IB), providing reasonable assurance of:

· Compliance with legislation on, for instance, remittance of salaries tax, social insurance contribution and value added tax. and procurement ,

· Proper accounting and reporting.

· The grant recipient has, and acts in accordance with a sound internal policy on implementing organization or partners, which include provision on:

· Assessing the management capacity of this organization or partners.

· Sanctions to be imposed on organization or partners should they fail to comply with their obligations.
f) The auditor should request a letter of representation from the grant recipient management stating that to the best of their knowledge, the financial statement encompasses all transactions and receipts; is accurate and complete in every respect; and, that all grant conditions, including those beyond the scope of the audit, have been met. In the letter of representation, management should specifically confirm that they have complied with article 12 of the agreement, which states that the parties have not received, for themselves or for any other party, any gift remuneration, compensation or benefit or any kind whatsoever, if this could be interpreted as an illegal or corrupt practices.       

g) If, in the course of the audit, the auditor finds evidence of illegal or corrupt practice, he or she must act in accordance with the COS 240 guideline on fraud (Annex –II).

h) The auditor must report any information that comes to his notice during the audit which may reasonably be suspected to be relevant to the grant provider in finalizing the grant award.

i) Although the auditor does not given an opinion on the narrative part of the annual report, he should ascertain by means of a limited review that the narrative and financial sections of the report are in agreement and contain no contradictions.

4. Responsibilities of the Parties to the Engagement
‘The Grant holder’ (ICCO Cooperation) is responsible for:
· Providing a fully compliant Financial Report for the action financed and for ensuring that this Financial Report can be reconciled with the grant holder and sub-contracted implementing partners accounting and bookkeeping system as well as the accompanying accounts and records related to the project; 
· Providing sufficient and adequate information, both financial and non-financial, in support of the Financial Report; and,
· Ensuring that Auditor and their partners has the ability to perform the procedures required by this engagement effectively, and have full and free access to all PROOFS  Implementing partners’ staff and their accounting and bookkeeping system as well as accompanying accounts and records related to the project.
‘The Auditor’ is responsible for: 
Completing this assignment as specified within this ToR and related to Audit protocol for PROOFS activity no. 25477 and Grant Contract: DHA/OS‐2013/58 and providing the PROOFs Audit committee. 

· the deliverables as specified in Clause  6 and in compliance with the reporting format in Clause 5 (Ref: page no.3, clause 4 of the Audit protocol). 

· Ensure that the requirement has been meet in the annual audited financial statement as per page 4 of the Grant Contract: DHA/OS‐2013/58: 
a) The annual accounts should show for each activity funded by the Ministry of Foreign Affairs what commitments relating to the activity have been assumed with other parties
and how much of these commitments have so far been paid.

b) Balance sheet should show the total amount of outstanding prepayments. The explanatory notes should show what portion of the outstanding prepayments is concerned with each activity funded by the Ministry of Foreign Affairs.

c) If a restricted fund is included in the annual accounts that relates to funding provided by the Ministry of Foreign Affairs the explanatory notes to the balance sheet should show how the fund has developed.
d) The profit & loss account in the annual accounts should show how much of earlier prepayments for the activity have been paid in the year under review.

e) The annual accounts should show that any interest accrued on the funds made available by the Minister have been used to finance the activities to be carried out pursuant to this decision.
The auditor will include specific responses considering his/her above responsibility for each in “Management report”. The report should also include, findings regarding the evaluation of the administrative organization and internal control structure of the grant recipient, identifying any matters worthy of mention, including any material short comings in the internal control system.

5. Reporting Guideline (Same as Audit Protocol)

· The audit opinion should in any event include the aim and scope of the audit, the audit criteria applied where relevant and any restrictions imposed on the scope of the audit.

· Furthermore the auditor will write report findings regarding the evaluation of the administration organization and internal control structure of the grant recipient, identifying any matters worthy of mention, including any material shortcomings in the internal control system.

· An unqualified audit opinion must be worded as follows:

We have audited the financial statements of …………………. The financial statement is the responsibility of the management. Our responsibility is to express an opinion on the financial statement based on our audit.

We conducted our audit in accordance with generally accepted auditing standard and with due regard for the audit protocol. These standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosure in the financial statements. An audit also includes assessment of the accounting principles used and significant estimate made by management, as well as an evaluation of the overall financial statement presentation and of the risk of material differences as a result of fraud. We believe that our audit provides a reasonable basis for our opinion.
In our opinion, the financial statement gives a correct and complete view of all receipts and expenditures. 
· The auditor will make separate mention, in the report of findings, of any materials deviation from the requirements included in this protocol. This includes information which the auditor can reasonably suspect to be relevant to the minister to the establishing the definitive amount of the contribution.

· In the case of an adverse audit opinion, the auditor should indicate:

· the influence on the transaction included in the financial statement

· the grant conditions that have not been met, and/or

· any unlawful acts identified.

6. Deliverable (Consolidated and Implementing Partner wise)
Prepare and submit;
· Audit report based on the reporting format as specified in Clause 5 
· Certification with a separate annexure that implementing & technical partner organization (all implementing & technical partners) has applied the prescribed policy concerning pre financing of implementing organizations (Grant Agreement”, “ICCO General Terms and conditions” and “Other conditions).  Ref: page no. 4 of Grant decision DHA/OS‐2013/58) 
· Management report from the auditor highlighting the areas of improvement in the financial management system of the individual organization for PROOFS project. In the management report, the auditor, should therefore assess whether the degree to which the activity carried out has been estimated realistically budgeted and expenditure of this budget has been managed.

· Separate report for ICCO Cooperation if there are questions on cost/ineligibility of expenses in the form of noncompliance with grant agreement and ICCO’s contract.
Report to be submitted in both hard and soft copies. 

7. Time schedule with Entrance and Closing meeting 
The Audit will start from 1st December 2017 and be completed by 17th January 2018. There will be no space for time extension. Convenient schedule will be prepared on practical arrangement agreed jointly between PROOFS Audit Committee and the Auditor.

Before starting the Audit PROOFS Audit committee will organize a start-up meeting between Audit Committee (AC) members and Auditor. Auditor will share his/her draft detailed work plan to be reviewed and adjusted as per the requirements of PROOFS audit committee. After the completion of the audit and before finalizing the report multiple iterative sessions will be planned for detailed review and responses.
Proposed timeline: 

	No 
	Activity 
	Deadline

	1.
	Contract with Audit firm & entry meeting with IAC
	1/12/2017

	2.
	External audit exercise in Head Office and Field: ICCO & iDE offices
	2/12 to 04/01/2018

	4.
	Debriefing session on observation with IAC
	09/01/2018

	5.
	Submission of 1st draft
	10/01/2018

	6. 
	Feedback from IAC
	15/01/2018

	6.
	Final report delivery 
	17/01/2018


8. Payment Details and other Terms

Total fees and expenses for the audit will be calculated in BDT, including- consultancy fee, Income Tax, VAT, overhead, transport (field, office), lodging, food, stationery’s and other related expenses. The advance amount of 30% of the contract amount will be paid to the Auditor’s bank account upon signing of the contract. The remaining balance of 70% will be paid after submission of the deliverables and the final report approval by PROOFS. A penalty of 1% per day will be deducted from the final payment in case of any delay in submission of the final report, starting from the first day after the deadline.

9. The Audit team composition & Logistic: 

The audit team will be composed of minimum 03 types of experts meeting the following criteria:

Lead Expert:

· Educational background in accounting and /or finance with FCA certification

· Minimum 10 years of experience in conducting financial audit of international NGOs

Experts:

· 
Educational background in accounting and /or finance with FCA certification

· Minimum 10 years of experience in conducting financial audit of international NGOs

Team members:
· Educational background in accounting and /or finance.

· Minimum 02 years of experience in conducting financial audit of national/international NGOs

The work plan, methodology of the audit process and the audit team time composition should be mentioned in the technical proposal by the auditors. The audit team will arrange necessary logistics including field transport, organizing meeting/FGD/interview at required level, accommodation and food. Implementing Partner staff will be assigned with the audit team to assist them in all aspects. The auditor will have to use their own computers, printers and stationery’s for their purpose.  

10. Offers:
The offer including the technical & financial proposal should be submitted by email to Mr. Martin Mondol: hr.bd@icco.nl not later than on 24th November, 2017.
� Under the relevant financial reporting regulations, you should include all assumed commitments as an expense in the financial year concerned, even if the activity has not yet been completed.
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