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Annex Vil
TERMS OF REFERENCE EOR AN
EXPENDITURE VERIFIGATION OF A GRANT CONTRACT
EXTERNAL ACTIUN OF THE EUROPEAN UNION

= How to use: ﬂns terms of reference MQBEL,

The. present terms of reference: apply to the werification of expenditare declared i
finaneial reports under the following contracts:

1) Grant Contract! number and title of the action: NBICI—GED—NEARJ’Z!I23144I-756 2023
Palestinian Expenditure and Consumption Suw&y (PECS) '

Detailed information is provided at the cover page of Annex |

1 Contragt in relatian tor which the: finanslal repert subject 1o verification s fssved. The cotittact sstablished wilth the:
expenditire verifisr will be identfied as "Velfication:Contract”.

2 Gontract 1t ralaivh fo. which the: fiigrtial report suble
expenditire-vertiar will b identifed a8 “eriication Contracf

20211
Terms of Refeterise fuf

Ig- verification is issued; The contract establisherf with the

ar-Expenditure Venficalipn of a grant Contract-page T-of 26
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1- Infroduction

The present document and the Annexes listed ity Section § are the ferths of referstice
(‘ToR") on which the Coordinator (The term “Cnefdmatar” refers to the Beneficiary
ideritified as the Cooidinator invthe Special Conditions) agrees to engage “the Expenditure

Venﬁer 0 perform a verﬁ:‘icatmn of raporte;i expmdlmm
Where ' .his mcntmned ﬂa:s refers to the <

Gran:t Cdn“trast with the Benéﬁciary and is pmwdmg the grant ﬁmds,ng The Canﬂ ot } g
Authority is not party to this agreement,

These ToR will become an integral part of ths eonteact concladed between the Coordinator
and the Expend’:’_' e Verifier,

They, apply to expenditure: verifications contracted by the Coordinator and cover the
verification of expenditure ineurred under the E1J financed soniracts on the cover sheet,

2 Objectives and context
The Expenditure Verifier is expected
=0 camy out the agwe:d—upon proceduxes Hsted in Annex 2, and

= to issue reports based on the template in Annex 3 which will support the Contracting

Authority's concfusions en the eligibility of the reparted expenditure and. the related
follow-up.

The. Expenditure: Verifier is gat.:e;;peeﬁgd to pmv‘i

aud;t opin,wn

3 Standards and Ethics
The Expendlture Venier shall undertake this engagement in accordance with:

o the fnternational Standard on Relatcd Serviees (¢ ISRS’) 4400 ({Ravxsed} Engagammts

to-perform Agreed-upon Procedma& regardmg Finaneial Information as promulgated
bythe [FAC; - . |

. the IFAC Cﬁde

Ethics for Professmnal Accountasis, -developed and issued by
il Standards ‘Board. T Acce ants ‘(IESBA), which

4 ISRS 4400 (Rev1sed) prov:des that mdependence i fiof & requirement for
: 1 procedures engagements; the Coordinator requires that the Expendzture
Venﬁer is dndependent from the Coerdinafor and-complies with the ndepe
requirements of the TEAC Code of Ethics for Professional Accountants.

4 R'e:qui?rem.ents for the Expe‘nditure Verifier

fellemng cond1t;0ns

20211
Térms of Refarence foran Expendifire Verfication fora Grant Gonta;ac:t page Jof 26




availability of the Financial Report (j.c. financial repert; supporting deﬁumentﬁ and otter
relevant information).

631  Engagement Comtext, Materiality, Risk Atinlysis, Sampling
The Expendmme Venﬁar 5 precedures shﬁuii inglode:

riato and the aﬁjnhcable EC laws and tégulations which
1 - Scope). The Expenditure Verifier shouid pay specifie
atterition to the Gonitractual promsmﬂs relevant for the following aspects;

o documentation, ﬁing and tecord keeping for expenditure and ineatne;
o eligibility of experditure ami incotne;

o procurement and origin rules insefar as these conditions are relevant to
determine the eligibility of expenditure;

@ asset management (managemani and control of fixed assets; e.g. equzpment)
& ¢ash and bank management {treastiry); - '

o payroll and time management

o accounting (including the use of exchaﬁge ra;tes) and ﬁnanmal reporting of
expenditure and iticome; and ’

o infernal controls. and notably finaneia  internal eoutrols.

St&teme.ﬁts in the expcndlme and reverie statad in the F manclal Report m ordmf to
determine the size and structure of the expendittire sample to be tested, whether caused by errer
ot fraud, and sufficient o design.and perform further-verification procedures.

» performing & risk analysis (4
The outeonié of the risk analy
(Annex 3, Section 2. .

¢ deterttiining:the sample 512.6 o
For the pmpnse of det T

fha_s;.ifoa be elearty described in the Verification Report

gross ‘c'plrted c”xpendlture with 4 cﬂnﬁdenccs level of’ 95%

+ ostabliching the sampie and selecting the individual jtems for testing (Annex 2.
e LG K : ' : 1pgsi

as the safip g methmd (statrsncalfnamstanstmaz) s

Venﬁcatlon Report (Annex 3, Section 2. 2), '

loarly described in the

6:2.2 Fazldwerk/ Desk Review

The main task dunng the figtdwork or desk review will be th perfom the sub
% 2, Séction 2), Kay informiation. about the: tesnng process mixst be pmvzded inthe
cation Report (Airiex 3, Section 4).

20211
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7 Other Matters

Al Subcontructing

The Bxpenditure Verifier will not subcontract:-without prior written authorisation fiom the
Coordinator.

8 Annexes
Annex 1 - Engagerment Context / Key Ifortnation
Aritiex 2 — Guidelines for Risk Analysis and Verification Procedures

Apnex 3 - Model for Expenditure Verification Report

2021.1
Terms of Refersence for arn Expeiiditurs Yarification for 4-Grant Contract-page ¥ of 20




uestion;

Locatisns:

i) Whare dn the: Comdmator and qther Banaﬁctaw(ias} and
affitigted entityies) refein the amunﬁng recomds?

2. Whigrs do the Cciiafmnater #nd othigh B eﬁci ing |
afﬁriaied entstyéia\s} rétain tha aﬁginal suppsrt g mmems?

13 Where Were conitactual anhwﬂes camed qut'?

1 4. Witere sre:kay projettstait availsbls t@prewdq mformatiun
] a:aﬁ exp[anatubna”

Languages

Whi{:h %s ’ihe m;ntractuaL Iar[guage?

6. Which is the language of the sccounfing recbrds?

| 7. Wihiich arethe langiages of supptrfifiy docuinetite?”

& VWiich languages are:spoken by key project staft?

Garifraict
amaotint

4. What is-the-tofat-amount-of the sonfract?

E¢
contribution:

10, Ylhaltis the: amount of the EC contribution?

Othiar
cortribufiens |

. £4. Which are: the ather saurces aﬁ fundlng Cﬁ’ldudmﬂ the [

- Crordiratary?

| Souree 3 fLanmount

Bource 4] amount

Saurce &1 amount

] :.Repqrt‘? '

value?

13 What is-the disfebiugen of tHese transactivis (e.g. capita
expenditire, operating sxpentitu, fogs, simplified costs, per
- diem; etc.), Are the transactions fewmany of largefstial |

in c;aSh"‘

14. To what extent have Project transadmns baen carﬂed out

45, in which curencies has expenditure been iticurred?

20211
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Annex 2: Guidelines for risk analysis and
Verification procedures

Table of Contents
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.26 _Expenditure identifiable and verifiable. -

24 Expenditure indicated in the contractual estimated budget

‘The expenditure included in the finaneis] report was indicated in the contractual budget.

‘The applicable budget ceflings were not exiceeded.

The expenditure has been allocated to'the correct heading of the Financial Report.

25 Expenditure necessary for the implementation of the contractual
activities, reasonable and justified

I‘c s plausrhle that the direct and jodirect expenditures inchuded in the finaneial roport wore
seessary for the implementation of the contrachual activities.

The amontt of thie expenditure items Included i the finanicial report is teasonable and

Jjustified and. respects the principle of sound financial management.

The expenditure: is backed up by sufficient supportmg d@cwnentaiun (c 8. mvmces,
dontracts order forms, pay shps, time sheets} and proaf of paymem

Where expenditure was a.ppormgﬁed the applied allocation key was “‘based on suffici
appmpmata and vemﬁable undexiymg mfommhan

The expenditme is backed up- by evidence of wmks done goods received or services
tendered. The existence of assets is verifiable.

2.7 Complianceé with Procurement Principles and Nationality and Origin
Rules

For the expenditure items concerned, the Coordinator has cnmphed with the contractual
requirementy for procurement, Contractyal nationality and arigin rules have been applied,
including those on derogations 1o be awarded by the Comitission.

2.8 Expenditure complies with the requirements of applicable tax and
social legisiation

For the expenditure items concerned, the Coordinator complies with. the requarements of
tax and seclsl secmrity legislation (for example: employer™s part of taxes, pension
premiurns and soeial security charges).

inancial-support to third parties (sub-granting) -

Finaneial support to third parties is pgoVi‘ded. for by the contractual conditions and its
amount does not exceed the contractual limits.

The expenditure incurred by the third parties meets the relevant eligibility réquiréments.
In particufar it was incurred by and pertains to the third party, during the contractual
eligibility period, is necegsary for the implementation of the contractual activities and is
identifiable and verifiable (see definition at point 2.6).

f
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External Actions of the European Union

e e

How thiis model should be campletedby the Expenﬂitqre Verifier

| = insert the information requested between the<,..>

s choose the optional text between [...] highlighted i when applicable or delete:

«_delete all yeiifn

instroctions and the present text box

‘ 2021.1 o
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I accordance with thie ISRS 4400 (Revised) the following:speci

20211

The B> Hp&nda’m‘re Verifier conducted the expenditure venf cation in accordance with the
Intetnational  Standards on Related  Services (ISRS) 4400 (Revised), Agreed-Upon
Procedures Engagamentsr

The Expenditure Verifier makfss fio tepresentation regarding the appropnatenﬂss of the
agreed upon procedures;

The agteed-upon procedure is not am assurdnge engagement and accordingly the
Expenditure: Verifier does not express an opimen or an assurapce conclusion;

Had the Bxpenditure Verifier performed additional provedures, other matiers might have
comig to their attention that wonld have been reported;

The agpeednupan procedures involved the Expenmmre Verifier perfmmmg the prmedures
get-out in Annex 2 to the Terms of Reference that have beerk agréed with the Contracting
Authrority, and reporting the findings. Findings are the factual results of the agreed-upen
procediires performed; the Contracting: Authority acknowledged that the agreed-upon
procedures are appropriate for the purpose of the ehgagenient;

The: Reportitg Enfrty as identified by the Centracting Authority is responsible for the
-su’b_; ectmatter on: wh:ch the agreedmpon pmcedures are perfomgé*

The expend1ture vemﬁcatmn repm is intended for the p“urpesee specified. in the Terms of
Reference on which the Contracting Authority agrees to engage the Expendnnre Verifier
and maynot be suitabile for anothef purpase;

The Expenditure Verifier cartied out the engagement in accordance with the ITRAC Code of
Ethics. for Professional Accountants and the fundamental ethical prmclples and
independence requirements established therein, pamely: integrity, objectivity,
independence, proféssional cbmpetencé and due care, confidentiality, professional
‘behaviout and technical standards. .

e Expenditure Verifier applics the International Standard on Quality Control (ISQCY 1,
Quality: Control for Firms that Perform Audits and Reviews of Financial Statements, and
Other Assurance and Related Services Engpgsmients, aiid accordingly, matiitaing a
comprehensive system of qualify control including documented policies and procedures.
tegardinig compliance with ethicdl réquirements, professionat standards and apphcable:
legal and regulatory requirements.

Detafled specifications have been agreed between the Contractitig Authority and the
rifier and they have been stipulated in the: ‘Terms of Reference for an
Expendm}rﬁé- Verification®. The Terms of Reference are an integral part of the contract.
concluded between thie Contracting Authority and the Expenditure Verifier.

Terins of Reference for an Experwditure: Verfication of a.grent Contract- page 16 of 20




1.1. Short description of the action subject to verification

Gontract number and title:

Ei.n?fmfat. Repori(s} sibjest o

Coordinator 4

affiliated:enfity(les)

iter Beneficidryied) and |

Location(s) where the Contract is
iinplementes.

Contratt execution period

Contract itoplementation status

General and speeific objectives of
the Contract

Synthefic  description  of the | <
activitiss, outputs and tirget group |

2021.F
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1.2. Basic financial information of the Contract (at the fime of the verification)

121  Espsndityre

' Budget Headings

Budgeted "E‘xpentli’tﬁre B

famount)

Repmﬁt:ﬂExpandxtum '

Budget Heading "..."

var

- Fota]

1.272  EContfribufions

| Setiree of Condribution

‘Budsted Contribution
(amount)

Actual Conéribution

1 EY

(amount)

 Cobrinater

entity(ies}

Qther Beneficiaryllesy and

offites |

Other Donor 1

ey

| Total

123 Re

Revenne Types

‘ ﬁjndggteﬁ‘kweﬁués
(amoun)

~ Actual Revenues

T.ype II‘-“."'

. (amount)

‘: Type wom

' Total

206211
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1.3. Veritied Fiancial Reports

See apnex 3.1

2.1. Qutcome of risk analysis

Based onthe risk analysis performed -according fo the Terms of Reference; provide succinet
‘mfﬂnnatmn about the identified risks possibly affecting the verified report, regardmg the action,
thie latter is implertigtited, the-beneficaries aué: tha targat group

2.2 Implications on the sampling

Explain how the identified risk factors are reflected in the structire and size of the sample.

eshold of 2% of the total amount of
sidering the risk analysis presented

Populationn . * Verified sample

Number of transactions.

Value of fransactions EUR

26211
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Short description of the tésting process

Comphan;:e thh the Tenns of Reference and with the Infernational Standard on. Reiated Services

Annex 3.1: Financial reports prowded by the audltee
 Annex 3.2: Procedures performed

Annex 3.3: Table of transactlons provided as Excel f‘ Ie

Annex 3.4; Table of errors - provided as Excel file
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AN AT




g
]
..... I
N 2

51004

?E&eé.%&%&#éﬁ

X



it i o W B




¢




