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TERMS OF REFERENCE FOR THE AUDITORS

The following are the terms of reference (‘ToR’) on which Mercy Corps Netherlands, The
Hague Humanity Hub, Fluwelen Burgwal 58, 2511 CJ Den Haag, agrees to engage the Auditor
to perform and report on an assessment of Mercy Corps Netherlands. These ToR are annexed
to the Organisation's Request for Proposals. The ToR are for the use of the Auditor and the
Organisation.

In these ToR and in Annex A, which forms an integral part of these ToR, the following terms
apply:

. '‘Ex-ante assessment’, ‘'assessment’ or ‘engagement’ refers to this assurance
engagement. The assessment covers two blocks of questions, namely 'Minimum
requirements' and ' Additional suitability requirements'.

o ‘Assessment” means a compliance audit to be carried out under ISAE 3000 as issued
by the International Auditing and Assurance Standards Board (IAASB) of the
International Federation of Accountants (IFAC) to provide reasonable assurance to
DG ECHO on the NGO'’s ability to comply with the requirements as detailed in Annex
3 Assessment Questionnaire, of Annex A Assessment Report.

o 'Auditor’ refers to the audit firm contracted for performing this engagement and for
submitting a report to the Organisation. 'Auditor' can refer to the person or persons
conducting the assessment, i.e. the engagement partner or other members of the
engagement team. The engagement partner is the partner or other person in the firm
who is responsible for the engagement and its performance, and for the report that is
issued on behalf of the firm, and who has the appropriate authority from a professional,
legal or regulatory body.

o ‘Organisation’, refers to the Organisation subject to the ex-ante assessment.

. ‘Assessment Task Manager of the Organisation’ is a Manager of the Organisation,
(e.g. Director, General Manager, Head of Finance and Accounting) appointed by the
latter to manage and coordinate the assessment within the Organisation. S/he acts as
the key contact for the Auditor, as indicated in the Assessment report’s Annex 1
Engagement context — Key information.

o '‘Commission’ refers to the European Commission, represented here by DG ECHO.

o 'FPA' refers to the Framework Partnership Agreement signed by DG ECHO and the
Organisation in order to apply for EU funds in the humanitarian aid field.

o ‘Niche’ organisation means a non-profit-making autonomous non-governmental
organisation providing specialised capabilities in support of humanitarian aid
operations (e.g. map-making, mine-clearance, telecommunication, organisations
offering specialised transport services, such as humanitarian air transport services).



While the capabilities of ‘niche’ organisations would in principle be used to support
the operations of other humanitarian organisations, ‘niche’ organisations may also act
to assist directly people in need (e.g. humanitarian mine-clearance operations). The
specific expertise of the ‘niche’ organisation needs to be its own; expertise offered by
organisations other than the applicant organisation will not be considered for the
purpose of assessing the technical capacity of the applicant organisation.

o ‘Programmatic Partner’ organisation means a non-profit-making autonomous non-
governmental organisation with whom DG ECHO will establish a framework
partnership agreement under which innovative ways of working will be fostered.
Programmatic partners holding a valid FPA will be selected at a later stage through a
dedicated procedure.

o Annexes 1, 2, 3, 4A, 4B or 5 which are referred to in the text are the annexes to Annex
A Assessment Report to the ToR. Those annexes should be filled in by the Auditor and
form an integral part of the Assessment Report.

1. GENERAL PRINCIPLES

The Auditor must be an independent external auditor who is a registered member of a
national accounting or auditing body or institution and who is authorised to conduct audits. By
agreeing to these ToR, the Auditor confirms that s/he meets at least one of the following
conditions:

. The Auditor and/or the firm is a member of a national accounting or auditing body or
institution, which in turn is member of the International Federation of Accountants (IFAC).

. The Auditor and/or the firm is a member of a national accounting or auditing body or
institution and, although this organisation is not member of the IFAC, the Auditor commits
him/herself to undertake this engagement in accordance with the IFAC standards and ethics set
out in these ToR.

. The Auditor and/or the firm is registered as a statutory auditor in the public register of
a public oversight body in an EU Member State in accordance with the principles of public
oversight set out in Directive 2006/43/EC of the European Parliament and of the Council (this
applies to auditors and audit firms based in an EU Member State).

The Organisation is entitled to use its own statutory auditors to undertake the engagement.

The Auditor must be fully independent of the Organisation concerned and hence the internal
auditor of an Organisation subject to assessment is not eligible to perform this Assessment.



The Auditor will carry out the engagement in accordance with ISAE 3000 — Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information (Revised)
(ISAE 3000) issued by the IAASB.

In reporting under these ToR, the Auditor must confirm that they have complied with the
requirements of the International Standard on Quality Control (ISQC1) issued by the IAASB.

In reporting under these ToR, the Auditor must also confirm that they have complied with the
Code of the International Ethical Standards Board (IESBA) for Accountants of IFAC.

1.1. Qualifications, Experience and Team Composition

1.1.1. Qualifications and Experience

The Auditor will employ adequate staff with appropriate professional qualifications and
suitable experience with IFAC standards, in particular ISAE 3000, and with experience in
performing institutional or compliance audits and/or performing systems audits or equivalent
engagements of entities comparable in size and complexity to the Organisation.

In addition, the engagement team as a whole should have:

o Experience with institutional or compliance audits and/or systems audits or equivalent
engagements of development aid programmes and projects funded by national and/or
international donors and institutions. It is desirable that the leader of the fieldwork
team i.e. either the manager (category 2) or the senior auditor (category 3) has
experience with systems audits of EU funded external aid actions and/or institutional
or compliance audits of organisations in the development aid sector.

o A very good command of either English or French, as the languages used by the
Commission in its relations with FPA Partners, in addition to Dutch.

1.1.2. Team composition

The Commission distinguishes four categories of auditors as set out below. These
categorisations and the specified criteria are to be considered indicative of the nature and type
of experience required, as opposed to either definitive or exhaustive.

The team of auditors required for this assessment will be composed of a category 1 auditor who
has the ultimate responsibility for the assessment and an engagement team which is composed
of an appropriate mix of category 2 — 4 auditors. It is the responsibility of the Auditor to propose
and use an engagement team which is composed of an appropriate mix of auditors for this
engagement.

Category 1 — Audit Partner

An audit partner should be an experienced expert with a relevant professional qualification
and have senior and managerial responsibilities in public audit practice. S/he will be
authorised by the regulatory body of the audit firm to sign audit reports on statutory financial
statements in accordance with the laws of the country in which the audit firm is registered.



S/he should be a member of a national accounting or auditing body or institution. S/he must
have at least 12 years of professional experience as a professional auditor or accountant in
public audit practice. Experience with working with the recipient countries of EU external
aid will also be taken into account.

An audit partner, or another person in a position similar to that of a partner, is the person of
the audit firm who is responsible for the engagement and its performance, and for the report
that is issued on behalf of the firm.

Cateqgory 2 - Audit Manager

Audit managers should be experienced experts with a relevant university degree or
professional qualification. They should have at least 6 years' experience as a professional
auditor or accountant in public audit practice including relevant managerial experience of
leading audit teams.

Category 3 — Senior Auditor

Senior auditors should be experts with a relevant university degree or professional
qualification and at least 3 years professional experience in public audit practice.

Category 4 — Assistant Auditor

Assistant auditors should have a relevant university degree and at least 6 months professional
experience in public audit practice.

1.1.3. Curricula Vitae (' CVs')

The Auditor will provide the Organisation with CVs of the partner or other person in the audit
firm who is responsible for the Audit and for signing the report together with the CVs of the
managers, senior auditors and assistant auditors proposed as part of the engagement team. CVs
will include appropriate details on the type of engagements carried out by the staff indicating
capability and capacity to undertake the audit as well as details on relevant specific experience.
The Organisation will examine the CVs before it signs an order form or other applicable
contractual document for this engagement and reserves the right to reject them if they are not
considered suitable for the requirements of the engagement.

DG ECHO reserves the right to also request, review and validate the authenticity of these CVs
at any point in time up to 4 years after the date upon which the completed Assessment Report
is submitted to it for its review.



2. OBJECTIVE AND SCOPE

The Auditor is engaged to assess the systems in place and the controls, rules and procedures
applied by the Organisation against the criteria set by the Commission. The Auditor will
conclude on a series of questions, grouped into two blocks, pertaining to the minimum
requirements (Block 1) and to additional suitability requirements (Block 2) of the candidate
organisation to become an FPA partner. The assessment report disclosing the conclusions and
scores awarded by the auditors form an integral part of the Organisation's application file. While
this report will contribute to the assessment of the Organisation, DG ECHO retains the final
decision on whether to award the FPA or not.

2.1. Objective

The objective of this assessment is to provide DG ECHO with independent reasonable
assurance on the ability of the Organisation to fulfil the criteria and conditions for being
awarded a FPA (or a provisional FPA, see section 3 below for the thresholds), and to express a
conclusion on a reasonable assurance basis as to whether the Organisation:

o is an NGO entitled to receive EU funding in accordance with the Humanitarian Aid
Regulation and with the specific conditions determined by the Commission on the
basis thereof;

o is transparent and accountable when delivering aid;

o ensures that it complies with the humanitarian principles, observes the highest
ethical standards and deploys adequate means to address irregularities, fraud,
corruption and misconduct of any sort?;

o has a suitable operational capacity to design, implement and monitor EU-funded
projects so as to meet relevant humanitarian needs by delivering aid in difficult
circumstances;

o ensures compliance with relevant rules, regulations, standards and contractual
obligations in the areas specified by DG ECHO; and

o has a sound internal control system based on international best practices and in line
with the criteria set by DG ECHO.

Specific requirements may apply for niche organisations in some of the above-mentioned
categories. Moreover, those organisations that would like to be considered for Programmatic
Partnerships need to fulfil some additional requirements described in Annex 3 of the
Assessment Report Template.

LIn relation notably to child labour, sexual exploitation and abuse, money laundering and terrorism financing.



2.2. Scope
2.2.1. Location and period covered by the Assessment

This Assessment will be performed at the Organisation’s premises. The Auditor should confirm
the location(s) for the assessment with the Organisation prior to the start of the fieldwork and
ensure that relevant supporting documents as well as key staff will be available during the
assessment.

The period to be covered by the assessment should normally be the year (12 months period)
ending on the day of the start of the fieldwork of the assessment i.e. the day on which the
Auditor effectively starts the on-site assessment procedures and tests at the location decided
between the Organisation and the Auditor.

2.2.2. Engagement context
The annexes referred to below are the annexes of the Assessment Report (Annex A).

The Auditor must obtain a preliminary understanding of the engagement context on the basis
of Annex 1 Engagement Context — Key Information. This understanding must be fully reflected
in the engagement letter between the Auditor and Organisation. The understanding must be
sufficient for the Auditor to submit a meaningful offer to the Organisation. The Auditor must
take into account the specific engagement circumstances and apply professional judgment
throughout the assessment process.

The Auditor shall design, plan and perform the assessment procedures in order to gather
sufficient evidence to provide the scores and replies to Annex 3 Assessment Questionnaire. It
shall do so by taking into account the criteria that DG ECHO deems essential or important for
the Organisation subject to assessment to comply with.

The completed Annex 3 Assessment Questionnaire is an essential source of assessment
information and evidence for the Auditor. However, it is by no means the only source for the
Auditor to plan and perform assessment procedures, to draw conclusions on the questions as
well as to establish the related scores. The Auditor may also add additional criteria if s/he
considers that this is necessary to arrive at an informed conclusion. The Auditor remains fully
responsible at all times to design, plan and perform the assessment procedures he/she deems
necessary. Any additional criteria or testing should be described in Annex 5 Approach and
Criteria.

The Auditor uses the information in the Annex 3 Assessment Questionnaire and the results of
the assessment procedures to complete Annex 2 Overview of Scores and Replies and to draw a
conclusion for each block subject to assessment.

Annexes 4A and 4B Specific description - Accountability provide a detailed description and
assessment by the Auditor of several elements either i) when the organisation is a member of a
family, network or federation of international non-profit non-governmental organisations
(Annex 4A); or ii) when the funds are systematically implemented by one or several non-profit
non-governmental organisations not covered by any of the situations referred to in Annex 4A



(such as, in particular, organisations established in the country of intervention or another
developing country) (Annex 4B).
2.2.3. Limitations in the scope

The Auditor will identify any limitations in the scope of work prior to the review commencing
and work with the Organisation to eliminate these or to assess how the assessment can be
continued.

Any limitations of scope that remain must be detailed in the final report of the Auditor and will
form part of DG ECHO’s assessment of the Organisation.

3. APPROACH AND SCORING
Block 1 and 2 — Overall rating and outcome of the ex-ante assessment

The replies and scores are displayed in Annex 2 Overview of Scores and Replies. The rating
and outcome for the various cases are as follows:

OVERALL RATING

BLOCK 1 - MINIMUM REQUIREMENTS: YES/NO

BLOCK 2 — ADDITIONAL SUITABILITY REQUIREMENTS: .../10

OUTCOME OF THE ASSESSMENT

A. ACCEPTABLE

EPA Partner => Block 1 — Minimum requirements: reply = YES
=> Block 2 — Additional suitability requirements: score = 6/10 and 2 4/10 for each question.

=> Block 1 — Minimum requirements: reply = YES
=> Block 2 — Additional suitability requirements: score = 7/10 and 2 4/10 for each question.

Programmatic Partnership

B. ACCEPTABLE as a provisional Partner with an Action Plan

EPA Partner => Block 1 — Minimum requirements: reply = YES
=> Block 2 — Additional suitability requirements: 5/10 < score < 6/10 and 2 4/10 for each
question

In such cases, a follow-up within a year of the signature of the FPA by provisional partner's
auditors will have to be performed. Re-assessment of those questions with a score greater
than 4 and below 6 and recalculation of the average score of the Additional suitability
requirements block.

If the assessment report provided by the provisional partner leads to an overall rating of
Acceptable (A), then status is changed to regular FPA partner. The organisation will be
systematically included in DG ECHO's Audit Plan and audited by DG ECHO auditors during
the first year of FPA.

If the new assessment report provided by the provisional partner shows that
recommendations have not been fully implemented and the new Additional suitability
requirements score is below 6/10, the FPA is suspended or terminated.

Programmatic Partnership Not applicable

C. INELIGIBLE / REJECTED

FPA Partner 1. Block 1 —Minimum requirements: reply = NO —whatever the Block 2 — Additional suitability
requirements score.

OR

2. Block 1 — Minimum requirements: reply = YES and Block 2 — Additional suitability
requirements: score is 2 5/10 but one of the question's score is < 4/10.

OR




3. Block 1 — Minimum requirements: reply = YES
Block 2 — Additional suitability requirements: score is < 5/10

1. Block 1 — Minimum requirements: reply = NO — whatever the Block 2 — Additional suitability
requirements score.

OR

2. Block 1 — Minimum requirements: reply = YES and Block 2 — Additional suitability
requirements: score is 2 7/10 score but one of the question's score is < 4/10.

OR
3. Block 1 — Minimum requirements: reply = YES
Block 2 — Additional suitability requirements: score is < 7/10.

Programmatic Partnership

4. ASSESSMENT PROCEDURES

The Auditor should perform the assessment in accordance with the procedures described below,
which cover documentation and evidence, planning, fieldwork, and reporting. The Auditor
should exercise due professional care and judgment and determine the nature, timing and extent
of assessment procedures to fit the objectives, scope and context of the assessment.

4.1. Assessment Documentation (Working Papers)
The Auditor should in accordance with ISAE 3000, prepare documentation that provides:

- A sufficient and appropriate record of the basis for the Auditor’s report; and

- Evidence that the assessment was planned and performed in accordance with ISAE 3000
and applicable legal and regulatory requirements.

Documentation or working papers means the record of assessment procedures performed,
relevant evidence obtained, and conclusions the Auditor reached. Audit file means one or more
folders or other storage media, in physical or electronic form, containing the records that
comprise the assessment documentation or working papers for a specific engagement.

4.2. Evidence

The Auditor should in accordance with ISAE 3000, ensure that evidence is gathered to support
the Auditor's conclusion and evidence that the Assessment was carried out in accordance with
the IFAC International Framework for Assurance Engagements and International Standard on
Assurance Engagements ('ISAE") 3000 (Revised), Assurance Engagements other than Audits or
Reviews of Historical Financial Information.

The Auditor should obtain sufficient appropriate evidence to support assessment findings and
to draw reasonable conclusions on which to base the assessment conclusions, using professional
judgement to determine what constitutes sufficient appropriate evidence.

Access to Records and Documents of the Organisation

The Auditor should have full and unrestricted access at any time to all records and documents
(including accounting records, contracts, minutes of meetings, bank records, invoices etc.), to
employees of the Organisation and to the Organisation's locations insofar as this is possible and
relevant to the assessment. The Auditor may request the Organisation to get access to banks
(e.g. to request a bank confirmation), consultants and other persons or firms engaged by the
Organisation.

10



4.3. Planning
4.3.1. Preparatory Meeting with the Organisation

The assessment should commence with a preliminary meeting between the Auditor and the
Organisation. The purpose of this meeting is to discuss the planning, fieldwork and reporting
of the assessment and to clarify outstanding issues. During the preparatory meeting, the Auditor
may request additional information and documents that he/she considers necessary or useful for
the planning and fieldwork of the assessment.

4.3.2. Planning Activities, Assessment Plan and Assessment Work Programmes

The Auditor should plan the assessment so that it is performed in an effective and efficient
manner. Adequate planning involves that appropriate attention is devoted to important areas of
the assessment, that potential problems are identified and resolved on a timely basis and that
the assessment is properly organised and managed in order to be performed in an effective and
efficient manner.

The Auditor should have an assessment plan (or a similar planning document such as an
assessment work plan or a planning memorandum) documenting the assessment approach and
key principles of planning, fieldwork and reporting. The Auditor should have assessed work
programmes that detail and document the assessment tests and procedures.

4.4, Fieldwork
4.4.1. Tests of Systems, Controls, and Procedures

The scope of work should include an assessment of whether relevant systems, controls, rules
and procedures are suitably designed and, where required, operating effectively. This is
specified in Annex 3 Assessment Questionnaire by the use of “D” (for assessment of design)
and “E” (for assessment of effectiveness) in relation to each criterion.

4.4.2. Assessing the suitability of the design of controls and systems in place

The scope of work should include an assessment of the suitability of the design of relevant
systems, controls, rules and procedures that are relevant for the question concerned.

Procedures to obtain an understanding of the design of systems, controls, rules and procedures
may include:

o Enquiring of Organisation staff who may have relevant information;

o Evaluating whether descriptions, if available, fairly present the systems, controls, rules
and procedures that have been designed and implemented by the Organisation. Fairly
described control procedures do not omit or distort significant information that may
affect the assessments of the control risk;

o Inspecting legal and regulatory documents (e.g. laws, regulations, contracts and
agreements), internal instruction and guidance papers (e.g. operating rules, internal
control manuals etc.) and any other document the Auditor may consider relevant;

o Observing operations and inspecting documents, reports, printed and electronic
records of transaction processing, accounting procedures (e.g. bank reconciliation) and
other key approval and internal control procedures (e.g. periodical expenditure reports,
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budget — actual comparisons, review and approval of timesheets etc.), documents
relating to the Organisation's regulatory framework for external audit, documents
relating to grant and procurement procedures, documents relating to financial
instruments and financial instrument transactions etc.;

o Re-performing controls and procedures.

The Auditor may consider using flowcharts or questionnaires to facilitate assessing the design
of the controls, rules and procedures.

If there are omissions or misstatements with regard to the control objectives, the [Auditor]
ask(s) the [Organisation] to amend the description. If it is not amended the [Auditor] consider(s)
the need to state that fact in their report.

“A control procedure is suitably designed if individually, or in combination with other control
procedures, it is likely to prevent or detect errors that could result in the non-achievement of
specified control objectives when the described control procedures are complied with
satisfactorily.

The (...) assessment of the suitability of control procedure design may include:
* considering the linkage between the control procedures and the associated control objectives,

* considering the ability of the control procedures to prevent or detect errors related to the
control objectives;

* performing walk-throughs of selected transactions and control procedures; and

* performing further procedures, such as enquiry of appropriate entity personnel, inspection of
documents and reports and observation of the application of specific control procedures, to
determine whether they are [i] suitably designed to achieve the specified control objectives
and [ii] if they are operated as prescribed, by appropriately qualified or experienced persons.”?

4.4.3. Assessing the operating effectiveness of the controls and systems in place
A system, control, procedure or rule is operating effectively if, individually or in combination
with other systems, controls, rules and procedures, it provides reasonable assurance that:

o The Organisation's objectives (e.g. objectives of the internal control system or of a
grant or procurement process) are achieved and in particular that risks to the
achievement of the objectives are properly managed and controlled;

o The risks of error, irregularities and fraud, as well as misconduct, are properly and
timely prevented, detected and corrected.

When designing and performing tests of controls, the Auditor should:

o Perform other procedures in combination with inquiry to obtain evidence about:
- How a system operated or how a control, rule or procedure was applied;

2 Institute of Chartered Accountants of England and Wales (ICAEW), Technical release AAF 01/06, “Assurance
reports on internal controls of service organisations made available to third parties”, page 18.
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- The consistency with which the system worked or a control, rule or procedure
was applied, over a period of time, and;

- By whom or by what means controls, rules or procedures were applied.

o Determine means of selecting items for testing that are effective in meeting the
objectives of the procedure.

When determining the extent of tests of controls, rules or procedures, the Auditor shall consider
matters including the characteristics of the population to be tested, which includes the nature of
the controls, rules and procedures, the frequency of their application (for example, monthly,
daily, a number of times per day), and the expected rate of deviation.

Tests of controls, procedures and rules may include but are not limited to inspection (of records,
documents and assets), observation, inquiry of management and others within the Organisation,
confirmation, recalculation and re-performance.

Where the Auditor is “unable to test a described control procedure because, for example, it has
not operated during the year, [s/he] states the fact that no tests have been carried out and the
reason in [the] description of tests.” 3

4.4.4. Sampling and other means of selecting items for testing

When designing and performing tests of systems, controls, rules and procedures the Auditor
may apply sampling or other means of selecting items for testing. Sampling involves the
application of procedures to less than 100% of items within a population of assessment
relevance (e.g. a class of transactions or account balance) such that all sampling units have a
chance of selection in order to provide the auditor with a reasonable basis on which to draw
conclusions about the entire population.

Sampling can use either a statistical or non-statistical approach. The Auditor may use a
judgmental selection of specific items from a population (e.g. high value or key items, all items
over a certain amount, items to obtain information or items to test control activities, rules or
procedures).

While selective examination of specific items will often be an efficient means of obtaining
evidence, it does not constitute sampling. The results of procedures applied to items selected in
this way cannot be projected or extrapolated to the entire population; accordingly, selective
examination of specific items does not provide evidence concerning the remainder of the
population. Sampling, on the other hand, is designed to enable conclusions to be drawn about
an entire population on the basis of testing a sample drawn from it.

4.45. Criteria and materiality

A description of the criteria and materiality applicable to these Terms of Reference is provided
in Annex 5 Approach and Criteria to Annex A Assessment Report.

3 Institute of Chartered Accountants of England and Wales (ICAEW), Technical release AAF 01/06, “Assurance
reports on internal controls of service organisations made available to third parties”, page 18.
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4.4.6. Using the work of internal auditors

When the Auditor determines that an internal audit function is likely to be relevant for the
assessment he/she (a) may determine whether, and to what extent specific work of the internal
auditors can be used, and (b) if using the specific work of the internal auditors, whether that
work is adequate for the purposes of the assessment. The Auditor should comply with ISA 610
insofar as this ISA is relevant to the assessment.

4.4.7. Using the Work of Other Assurance Providers

When the Organisation has been in receipt of a previous assurance report by another provider
of such services, other than internal audit, the Auditor may determine (a) whether, and to what
extent specific work of the provider can be used, and (b) if using the specific work of the
provider, whether that work is adequate for the purposes of the assessment. The Auditor should
apply the same criteria as are set out in ISA 610 'Using the Work of Internal Auditors' to the
extent relevant. By way of example of possible reliance on other assurance providers, the
Auditor could consider, if the Organisation has been certified or verified by the Humanitarian
Qualitative Assurance Initiative®, to rely on it to reply to the relevant questions, provided they
have satisfied themselves with the quality of HQAI work.

4.4.8. Written representations

The auditor should obtain representations from the management. A written representation is a
statement by the management provided to the Auditor to confirm certain matters or to support
other assessment evidence. The letter should be signed by the member(s) of the management of
the Organisation who have the primary responsibility for the systems, controls, rules and
procedures operated by the Organisation.

4.49. Debriefing Memorandum (‘Aide Mémoire’)

The Auditor will prepare a Debriefing Memorandum for discussion at the closing meeting. The
Memorandum should outline the main assessment findings that have resulted from the
fieldwork and recommendations. A copy of the Memorandum should be sent to the Assessment
Task Manager of the Organisation.

4.4.10. Closing Meeting
The Auditor should organise a closing meeting with the Organisation.

The purpose of this meeting is to discuss the Debriefing Memorandum and to obtain the
confirmation and initial comments of the Organisation on the Auditor's findings and
recommendations. The Auditor and the Organisation can agree outstanding information to be
provided by the Organisation and where applicable a deadline for submission. The Auditor can
inform the Organisation about the reporting procedures. The Auditor should document any
comments (verbal and written) made by the Organisation and take these into account for the
assessment report.

4 http://hgai.org/Organisations/
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4.5. Reporting

The use of the model ‘Assessment’ report in Annex A is compulsory.
4.5.1. Reporting process

Reporting Requirements

The Auditor should report the results of the assessment in accordance with ISAE 3000 and the
requirements of these ToR.

The report should be objective, clear, concise, timely and constructive. The use of the model
report and its annexes is compulsory. The model report is found in Annex A to the ToR.

The report should be presented in English.

The date of draft and pre-final reports should be the date when these reports are sent for
consultation. The date of the final assessment report should be the date when the final
Independent Auditor's Report (Annex A) is signed.

Facts and events that have come to the Auditor's attention before the final report is signed and
which have an impact on the findings in that report must be taken into account. However, the
Auditor is under no obligation to enquire of the Organisation's management and/or to carry out
further procedures after the closing meeting and before the signature of the final report.

Procedures and timetable for the submission of draft and final assessment reports
1)  Procedure for the consultation and submission of the draft report

The Auditor should submit a draft report to the Organisation within 10 calendar days after the
day of the closing meeting (i.e. the end of field work). The draft report should include the
comments of the Organisation insofar as these have already been obtained during the
fieldwork of the assessment and the closing meeting.

A paper and an electronic version of the draft report along with a cover letter should be
submitted. The word ‘draft' should be clearly indicated on all versions.

The Organisation should provide comments to the Auditor, including comments on the
recommendations in the dedicated section, within five (5) calendar days from receipt of the
draft report.

The Auditor should submit to the Organisation a revised draft report which takes into account
any comments received within five (5) calendar days from receipt of the comments.

The Organisation should submit comments to the Auditor within five (5) calendar days from
receipt of the draft report.

2)  Procedure for the consultation and submission of the final report.

If no additional fieldwork is required, the Auditor should submit a pre-final report to the
Organisation within three (3) calendar days from receipt of comments on the draft report. The
word 'pre-final’ should be indicated on the cover page of the pre-final report. The Organisation
should inform the Auditor in writing whether it accepts the pre-final report within two (2)
calendar days from receipt of the pre-final report.

The Auditor should submit a final report within three (3) calendar days from receipt of the
comments on the pre-final report.
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The Auditor should then submit an original paper version and one electronic version of the
final report along with a cover note to the Organisation.

The reports should be provided on original letterhead of the Auditor. The word ‘final' should
be clearly indicated on all versions. The Auditor should also send an electronic version of the
final report (i.e. a scanned copy (in PDF format) of the signed and dated final report with the
Auditor's letterhead paper) to the Organisation.

The period between the closing meeting and the submission to the Organisation of the final
report should not exceed 30 calendar days or four weeks.

The Organisation shall send/upload an electronic copy and a paper copy of the final
Assessment Report to DG ECHO when applying for an FPA. Further details on this procedure
will be given on DG ECHO’s Partners website® in due time.

4.5.2. Reporting on findings, recommendations and conclusion

A description of the findings and recommendations applicable to these Terms of Reference is
provided in the Annex 5 Approach and Criteria to Annex A Assessment Report.

Conclusions

The assessment report should include a reply/score for each question as well as for each block.
The overall conclusion for each block is as follows:

- The conclusion on minimum requirements can either be positive (unqualified opinion)
or negative (adverse opinion).

- The conclusion on additional suitability requirements can either be: i) positive
(unqualified opinion); ii) positive but with some non-critical areas for improvement
(qualified opinion); or iii) negative (adverse opinion).

The final conclusion for the whole ex-ante assessment would be one of the following:

A. ACCEPTABLE as an FPA Partner / for consideration for Programmatic
Partnership after a further dedicated procedure

B. ACCEPTABLE as a provisional Partner with an Action Plan

C. INELIGIBLE / REJECTED

5. STANDARDS AND GUIDANCE

5.1. Professional Standards Governing the Assessment

As detailed above, the Auditor who performs this Assessment is governed by:

o ISAE 3000 “Assurance Engagements other than Auditors or Reviews of Historical
Financial Information (Revised)” issued by the International Auditing and Assurance
Standards Board (The IAASB) of IFAC (IAASB 2018 Handbook Volume 2)

5 dgecho-partners-helpdesk.eu/
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5.2.

http://www.ifac.org/publications-resources/2018-handbook-international-quality-
control-auditing-review-other-assurance

The International Standard of Quality Control, ISQCL1 Issued by The IAASB. (IAASB
2018 Handbook Volume 1). http://www.ifac.org/publications-resources/2018-
handbook-international-quality-control-auditing-review-other-assurance

The International Code of Ethics for Professional Accountants (issued by the
International Ethics Standards Board for Accountants (IESBA) of IFAC), which
establishes fundamental ethical principles for Auditors with regard to integrity,
objectivity, independence, professional competence and due care, confidentiality,
professional behaviour and technical standards http://www.ifac.org/publications-
resources/2018-handbook-international-code-ethics-professional-accountants .

Specific Standards applicable to Humanitarian Aid

The selection of NGO partners for the signature of the 2021 Framework Partnership Agreement
(FPA) is carried out based on minimum requirements and additional suitability requirements
criteria established by, or on the basis of, the following regulations®:

Council Regulation (EC) No 1257/96 of 20 June 1996 concerning humanitarian aid
(Humanitarian Aid Regulation — HAR)’, and;

Regulation (EU, Euratom) No 2018/1046 of the European Parliament and of the
Council of 18 July 2018 on the financial rules® applicable to the general budget of the
Union (FR), amending Regulations (EU) No 1296/2013, (EU) No 1301/2013, (EU)
No 1303/2013, (EU) No 1304/2013, (EU) No 1309/2013, (EU) No 1316/2013, (EU)
No 223/2014, (EU) No 283/2014, and Decision No 541/2014/EU and repealing
Regulation (EU, Euratom) No 966/2012 (Financial Regulation).

Specific benchmarks have been established for the minimum capacity required to be an ECHO
partner in accordance with Article 7 of the HAR and with the Financial Regulation, as well as
quality standards in the field of humanitarian aid, based on the following documents®:

The European Consensus on Humanitarian Aid*°, which is the reference policy
statement jointly agreed by the European Parliament, the Member States, the Council
and the Commission. The Consensus sets out the shared vision of the EU and of its
Member States in relation to humanitarian aid policy;

The Sphere Handbook'! — Humanitarian Charter and Minimum Standards in
Humanitarian Response, which is one of the most widely known and internationally

6 All reference made to Union legislation shall be understood as referring to the most recent applicable version of the legislative
text as published in the Official Journal of the European Union.
7 Council Regulation (EC) No 1257/96 of 20 June 1996 concerning humanitarian aid (Humanitarian Aid

Requlation — HAR)

8 https://ec.europa.eu/info/publications/financial-requlations_en.

9 This is a non-exhaustive list. See also ECHO publications such as ECHO Factsheets and sectorial policies.

10 Joint Statement by the Council and the Representatives of the Governments of the Member States meeting within the Council,
the European Parliament and the European Commission (2008/C 25/01).
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CEL EX:42008X0130(01)

1 https://spherestandards.org/handbook-2018/
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recognized sets of common principles and universal minimum standards in life-saving
areas of humanitarian response;

o The Core Humanitarian Standard on Quality and Accountability (CHS), which sets out
Nine Commitments to improve the quality and effectiveness of the humanitarian
assistance!?;

o The internationally accepted Organisation for Economic Cooperation and
Development — Development Assistance Committee (OECD-DAC) criteria for the
evaluation of humanitarian aid laid down in the Guidance for Evaluating Humanitarian
Assistance in Complex Emergencies®®;

o The revised Committee of Sponsoring Organisations of the Treadway Commission
(COSO) Integrated Framework!* which has been used in the development of
benchmarks and criteria for certain questions, as relevant.

5.3. Guidance

The following guidance can be used for the auditor when assessing the minimum requirements
and/or additional suitability requirements of the Organisation in the areas below:

5.3.1. Procurement:

The purchasing / procurement policy of the Organisation must be written and must describe in
a well-defined and transparent manner the appropriate policies, procedures, accountability and
controls.

Transparency and competition are to ensure best value for money. This can be achieved with a
policy that promotes broad competition of tenderers while limiting single source or negotiated
procedures to reasonable amounts or duly justified cases.

Broad competition is better achieved if the information linked to a procurement procedure is
shared or published in an open and appropriate way.

The respect of the best value for money principle is presumed if the purchasing policy of the
Organisation contains provisions ensuring that when the estimated value of the contract is above
a given threshold (e.g. EUR 60 000), a minimum number of candidates of tenderers e.g. three)
are engaged, provided that a sufficient number of suppliers satisfying the selection criteria exist.

Above that threshold, any exceptions to broad competition should be fully justified and
documented and may include situations in which there is only one single supplier capable to
provide the goods or the service or for urgent actions.

The fact that a good or a service can be purchased without a quotation (against an invoice or
ticket) below a reasonable threshold (e.g. EUR 5 000) does not mean that best value for money
is not achieved.

The internal controls of the Organisation should ensure that a procurement procedure is not split
up in order to circumvent open competition. When a contract is sub-divided into several lots,

12 https://corehumanitarianstandard.org/
13 https://www.oecd.org/dac/evaluation/2667294.pdf
14 https://www.coso.0rg/Pages/quidance.aspx

18


http://www.oecd.org/development/evaluation/2667294.pdf
http://www.oecd.org/development/evaluation/2667294.pdf
https://corehumanitarianstandard.org/
https://www.oecd.org/dac/evaluation/2667294.pdf
https://www.coso.org/Pages/guidance.aspx

the value of all lots together should be taken into account for the establishment of the
procurement procedure to be used, even if each lot is subject to an individual contract.

The procurement policy of the Organisation must contain provisions to prevent any conflict of
interest. As a minimum, the members of the evaluation committee cannot evaluate tenders in
which they have a conflict of interest. If an evaluation committee is not required, the contract
cannot be awarded by a person who is subject to a conflict of interest.

5.3.2. Anti-fraud and anti-corruption policy

The Anti-Fraud and Anti-Corruption policy of the Organisation should be thorough and
comprehensive, in line with best practices (e.g. UN, Core Humanitarian Standards) and
demonstrate a zero tolerance approach to fraud and corruption. The Organisation considers the
potential for fraud in assessing risks to the achievement of objectives.

The scope of the policy should be clearly defined.
The policy should:

- clearly stipulate that appropriate disciplinary and legal actions will be taken in all
cases, where justified;

- clearly define the roles and responsibilities of all members of staff, workers and
contractors to report fraud;

- identify key risks that may appear to staff and expected behaviours to deal with such
threats.

- emphasise that disclosures will be kept confidential and protection is given to
‘whistle-blowers'.

Whistleblowing reporting mechanisms should have dedicated confidential email addresses and
hotline numbers.

5.3.3. Safeguarding policy

The policy of the Organisation should:

- clearly stipulate that appropriate disciplinary and legal action will be taken in all
cases, where justified;
- clearly define the roles and responsibilities of all members of staff, workers and
contractors to report any safeguarding issue;
- be succinct and avoid the use of ambiguous terms;
- identify key risks that may appear to staff and expected behaviours to deal with such
threats.
- emphasise that disclosures will be kept confidential and protection is given to
‘whistle-blowers'.
Whistleblowing reporting mechanisms should have dedicated confidential email addresses and
hotline numbers.
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5.3.4. Key characteristics of environmental considerations

The Organisation should have developed corporate policies for staff, providing guidance on
how to protect the local environment and how to identify and escalate the reporting of possible
environmental risks.

The Organisation has developed procedures and aligned itself with a generally-accepted set of
principles for environmental safeguarding such as the EU's Green Public Procurement®® (GPP)
principles and the Extractive Industries Transparency Initiative®®.

6. OTHER MATTERS
6.1. Follow-Up

The Organisation may request the Auditor to provide further assistance with the follow-up of
the final assessment report. Once it has effectively implemented the recommendations
stemming from this assessment report, the Organisation may request the Auditor to carry out a
re-assessment of one or more question(s) if the final assessment report concluded that the
Organisation did not comply with the requirements for the question(s) concerned.

This work is not covered by these ToR and, if this is required, the Organisation will need to
issue an addendum to the order form or to the other applicable contractual document for such
an engagement.

6.2. Various Matters

< This section can be used for specific administrative conditions which are not covered in
previous sections. For example: to specify the fees agreed and reimbursable expenses resulting
from the tender for services.>

7. ANNEX

Annex A Assessment Report IMPORTANT: Annex A, i.e. the Assessment report and
its annexes 1 to 5, form an integral part of the present Terms of Reference.

15 http://ec.europa.eu/environment/gpp/index_en.htm
16 https://eiti.org/
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