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Instructions for Purchasing Audit Services 
for Projects Financed by the Cross Border Cooperation Programme RO - BG 2007 - 2013

1. To be eligible, the costs of the audit must comply with general conditions regarding the expenditure, namely: 


- To be provided in the project budget 
- To not exceed 10 percent of the total value of the eligible expenses 
- The total value of the nonrefundable financing to be greater than 500,000 euros; 
- To meet all other conditions of eligibility of expenditure under national law of that partner; 
- The required expenses to be true, accurate and eligible. 


1. According to the provisions of the financing contract (Subsidy Contract), Art. 12, paragraph 3 an independent audit of the entire project must be drafted and sent to the CTS with the last application for reimbursement. The submitted audit report must be consolidated (all project partners will be audited) and must be drafted in English. In order to purchase audit services for a financing contract within the Cross Border Cooperation Programme RO - BG 2007 - 2013, the Romanian beneficiary is obliged to award the public procurement contract in compliance with the Emergency Ordinance no. 34/2006 concerning the award of public procurement, works concession contracts and services concession contracts and the Bulgaria Beneficiary is obligated to enforce the Bulgarian public procurement law and Resolution 55 of the Council of Ministers of Bulgaria. 


2. The Beneficiary shall prepare the documentation for awarding an audit service contract based on the minimum requirements set out in Annex 1. 


3. The Beneficiary shall include in documentation for awarding an audit services contract at least the following minimum qualification and selection criteria of the independent financial auditor;


- In the case of the Romanian Beneficiaries to the procedure undertaken for the award of the services contract, only bidders - individuals and legal entities registered in the Register of Active Financial Auditors prepared by the Chamber of Financial Auditors of Romania (CAFR) are allowed to participate, which are fiscally registered in Romania and holding the visa for active members of CAFR valid for that year. 
- In the case of the Bulgarian Beneficiaries: only sellers - individuals and companies registered in Auditors Register, members of the Institute of Certified Public Accountants (ICPA) are eligible to participate to the procedure for the awarding of the services contract. 
- The independent financial auditor to not have been sanctioned in the past three years by the Department for Monitoring and Professional Competence of CAFR, namely ICPA. 


4. To verify the fulfillment of the selection criteria mentioned in Section 3 by the independent financial auditor bidder, the Beneficiary shall specify in the acquisition data chart from the awarding documentation, that it is mandatory for the commercial agent bidders to submit the following documentation: 


a) A certificate attesting the quality of financial auditor, issued by CAFR namely ICPA – certified copy; 
b) CAFR, namely ICPA Membership with the mention "Active" for that year - copy; 
c) Tax documents required in public procurement procedures provided by the national law of each state; 


Solemn declaration of the financial auditor showing that it was not sanctioned in the past three years by the Department for Monitoring and Professional Competence of CAFR, namely ICPA. 


The Beneficiary shall notify the Managing Authority through the Joint Technical Secretariat on the identity of the contracted auditor within 15 days of signing the contract. 


5. The audit services will be contracted for conducting an audit during the project implementation period, as follows: 


- Minimum one final audit report, which will accompany the Final Reimbursement Application - applies to all contracts irrespective of their value. 


In case of termination of service contract with an independent auditor, the Beneficiary shall notify the Managing Authority and the Cross Border Cooperation Programme RO - BG 2007 - 2013  and JTS and will justify the reasons that led to the this decision. 


6. The audit services contract will be unilaterally terminated by the Beneficiary if, during the supply of services, the independent financial auditor was withdrawn its quality by CAFR namely ICPA. The Beneficiary shall also include in the audit services contract, the unilateral termination clause of the contract if the independent auditor no longer has the quality of financial auditor certified by CAFR namely ICPA. Each of the two reports, the progress / final report, compiled by an independent auditor will be accompanied by his/her solemn declaration  showing the quality of financial auditor recognized by CAFR, namely ICPA. After termination, the Beneficiary will initiate the procurement procedures provided by the public procurement law for awarding the audit services contract to another entity. 

Terms of Reference for the Assessment of the Expenditure of Financing Contract Funded by the Cross Border Cooperation Programme RO - BG 2007 – 2013


1.1. Commitment Object 


The object of the commitment is the verification of the Reimbursement Claims  to the Financing Contract for the period <dd month yyyy to dd month yyyy>. The auditor will verify if the expenses provided by the Beneficiary in the Reimbursement Claims, including the final one, have been made in the interest of the project and that they are accurate and eligible. 


1.2. Financing Contract Terms and Conditions 
Auditor considers whether: 


· funds were spent in accordance with the terms of the financing contract

· the expenses required to be paid are real, accurate and eligible  

1.3. Planning, Procedures, Documentation and Audit Evidence 


The auditor shall plan its activities so that the assessment of the expenditure to be performed effectively, to follow the procedures set forth in Annex. 1 and will use evidence (material) obtained while compiling the report. The auditor will also not in the report that it was prepared under the terms of reference and in accordance with the International Standards of Related Services (ISRS) 4400. 


1.4. Reporting 
The report on factual findings for the assessment of the costs incurred under a contract funded by the Cross Border Cooperation Programme RO - BG 2007 - 2013 must describe the agreed purpose and procedures of the agreement, sufficiently detailed to enable the Beneficiary and the Managing Authority to understand the nature and scope of the audit and the audit opinion. 


Using the Model Report in Annex. 2 is mandatory. 


Annex 1 


Aim of the Study - Procedures to be Applied 


The auditor will get, based on inspections, sufficient evidence in order to express an opinion on the reality, lawfulness and compliance of the costs incurred by the Beneficiary. For this purpose, the auditor may use the Guide to Audit Standard 500 ‘Audit Evidence’, especially using those paragraphs relating to ‘sufficient appropriate audit evidence’.  


The auditor will mention in the Factual Findings Report if it had unlimited access to information and documents and whether the audit evidence obtained is sufficient and appropriate to issue the audit opinion. 


The Indicative List of types and nature of the evidence / audit evidence the auditor may examine / consider when checking expenditure includes: 


· accounting ledgers provided by accounting regulations applicable to each partner, with subsequent amendments in the electronic and / or paper format

· the Beneficiary's own budget by chapters, subsections, paragraphs, headings of expenditure, articles and paragraphs. 

· analytical and synthetic trial balances (in electronic and / or paper format) 

· account charts for different operations (in electronic and / or paper format) 

· an accounting notes (in electronic and / or paper format) 

· Public procurement records established under the provisions of Emergency Ordinance no. 34/2006 and the Public Procurement Law of Bulgaria and Resolution 55 of the Council of Ministers of Bulgaria. 

· depending on the type of public procurement procedures conducted by the Beneficiary

· Contracts and order forms

· Invoices 

· Works and payment records

· Minutes of final and partial receptions

· Minutes of a commissioning 

· Reception notes and difference establishing notes

· Account statements and payment orders 

· Work contracts concluded between Beneficiary and employee; 

· Decision by which the employee is appointed to join the implementation team and his / her duties in the project; 

· Internal decision which designates another employee of the Beneficiary to perform work previously performed by the employee in the project; 

· Time-sheet with the actual time worked on the project (including part-time work contracts) approved the project manager;

· Payrolls; 

· Other documents: consumer bills, travel sheets, transport tickets, vouchers with fixed quantity for motor fuel, travel orders, inventory lists, asset sheet, etc.


1. Obtaining a Sufficient Understanding of the Project and the Terms and Conditions of Financing and Co-Financing Contract / Contracts 


The auditor has the obligation to acquire a sufficient understanding of the terms and conditions of the Financing and Co-Financing contract / contracts through its analysis and its annexes and other information and verification relevant to the Beneficiary. 


The auditor will ensure that he/she will get a complete copy of the Financing and Co-Financing Contract / Contracts, its annexes and addenda (signed by the Beneficiary, by the Management Authority and JTS). 


The auditor will obtain and verify copies of Quarterly / Final Progress Reports. 


Also, if any, the auditor will pay special attention to the rules on subcontracting. 


If the auditor believes that the terms and conditions are not clear enough, it is obliged to seek clarification from the Management Authority / JTS / Beneficiary. 

2. The Procedure for Checking the Eligibility of the Expenditure Requested by the Beneficiary

 
2.1. General Procedure 


In this stage the auditor will check that: 

· The claim for reimbursement is in accordance with the terms of the financing contract; 

· The beneficiary keeps accounting records for the project using specific analytical accounts for the Project and the accounting system used is in accordance with the national legislation in force. 

· The efficient and effective assessment of the expenditure from the progress / final reimbursement application is possible. 

· The information contained in the reimbursement application reconciles with the accounting systems and records of the Beneficiary (eg checking balance accounts Records from the analytic and synthetic accounts) 


2.2. Compliance of the Expenditure with the Project Budget 


The auditor performs an analytical assessment of the categories of expenditure included in the Progress / Final Reimbursement Application and whether: 


• the expenditure incurred was foreseen in the project budget 
• the expenditures were made in accordance with the Financing Contract 
• the expenses incurred are in accordance with National and European law, the total amount requested to be paid by the Beneficiary shall not exceed the nonrefundable funding provided for in the Financing Contract. 
• changes were made to the project budget by transfers between lines of the same budget chapter of eligible costs, and whether the main purpose of the project was affected, or the total eligible value of the project is observed. 
• reallocation of funds were made within 10 percent of the amount initially registered (or approved pursuant to an addendum) in the budget line from where the reallocation occurred. 
• the Beneficiary has made changes on the budget lines that have maximum limits imposed by the legal and contractual provisions. 

2.3. Selecting Expenditure for Assessment 
2.3.1. Categories and Types of Expenditure 


The categories of expenditure requested by the Beneficiary in the reimbursement application must comply with the project budget, and the FEDR type are highlighted separately. 


Categories of expenditure can be basically broken down into types of expenditure items or types of expenditure classes with the same or similar features. The form and nature of the support sample (eg. 0 pats, one contract, one invoice, etc.) and how the expense is recorded (accounting note, accounting records) varies depending on the type and nature of expenditures and basic actions or transactions. In all cases, the types of expenditure reflect the accounting (or financial) value of the actions or transactions, regardless of the type and nature of the action or transaction in question. 


2.3.2. Expenditure Selection 


The auditor will check all the categories and types of expenses presented in the submitted progress / reimbursement claims, and from them only those expenses which show a high level of risk will be selected, determined by the independent auditor’s own method of risk analysis, except for the assessment of the public procurements  which will be done 100 percent. 


2.4. Expenditure Assessment

 
The auditor assesses the expenses and presents a Report of all the exceptions resulting from this examination. The assessments exceptions are all deviations from the regulations contained in the terms of reference discovered during the conduct of procedures in this Annex. In all cases, the auditor will assess the (estimated) financial impact of the exceptions in terms of ineligible expenditure.  


The auditor will check if the selected expenses meet the criteria specified below: 


2.4.1 Expenditure Eligibility – General Conditions 


As a general rule, the Auditor will examine whether the costs incurred by the project beneficiaries are supported by invoices and related payment orders or other accounting documents of equivalent probative value. 


Expenditure eligibility will also be determined by checking the accounting system of the beneficiaries. 


To be eligible, in the context of project, the costs must cumulatively fulfill the following general conditions: 

· To be necessary for the project, to be stipulated in the contract concluded with the project beneficiary and be in accordance with the principles of sound financial management, namely the efficient use of funds, and an optimum cost / benefit; 

· To be made and paid by the beneficiary or its partners  till the deadline for the final reimbursement application, as defined in the financing contract; 

· To be recorded in the accounting of the beneficiary / partner based on supporting documents, to be identifiable and verifiable, to be proven by original documents. Original documents must bear the project code and the mention ((Project funded within the Cross Border Cooperation Programme RO - BG 2007 – 2013>>. The Beneficiary shall apply the mention ((according to the original>> on the copies of support / probative documents accompanying the reimbursement application.

· The Beneficiary will keep separate accounts of the project, using different analytical accounts for recording transactions related to the project; 

· The awarding of the procurement contracts to be made in accordance with Emergency Ordinance no. 341 2006 concerning the awarding of public procurement contracts, public works concession contracts and service concession contracts, with subsequent modifications and addenda; 

· The beneficiaries will run the funds related to pre-financing of projects through separate accounts opened specifically for the project. 


2.4.2 Accuracy and Records


The Auditor assesses: 


- If the expenditure for a transaction / operation were recorded chronologically, both in  the accounting system of the Beneficiary and in the reimbursement application but systematically in different analytical accounts of the project in accordance with the financing contract 


- If the expenditure for a transaction / operation were placed correctly in the chapter / subchapter of expenses of the project budget 


- If the costs incurred are in accordance with the project budget and are supported by appropriate probative documents 

 
- If the exchange rates were used correctly, according to the financing contract.

 
In carrying out the assessments, the auditor will consider the stipulations of the joint decisions of the Ministry of Regional Development and Tourism / Ministry of Public Finances for the approval of eligible expenditure categories for each major area of intervention within the Cross Border Cooperation Programme RO - BG 2007 - 2013. 


2.4.3. Reality of the Expenditure 


In this stage the auditor will verify: 


- If supplies were received, specifying the date and place of receipt, and were recorded in accounting and management, specifying the management and accounting note of registration 


- Whether the works were executed and the services rendered; 


- The existence of documents proving that goods were delivered, the works were executed and services were rendered (invoice and bill). 


2.4.4. Verification of Public Procurement 


The auditor will check: 

· if the awarding of supply, services, works contracts was done in accordance with national and European legislation in force, including using a specific procedure in case of private beneficiaries) established by the Managing Authority – regarding the award of public procurement, the public works concession contracts and services concession contracts. 

· if the awarding of  procurement contracts necessary to project implementation was done while observing the following principles: 

· indiscrimination 

· equal treatment 

· mutual recognition 

· transparency 

· proportionality 

· efficient use of public funds 

· accountability 

In considering the compliance of the public procurement performed by the Beneficiary with the applicable public procurement legislation, the auditor will consider the legislation of the country of the beneficiary responsible for making the acquisition. 


The auditor will mention in the audit report if he/she identified non-compliances with the procurement procedures and the expenditures related to the payment of the goods / services / works so purchased will be deemed ineligible. 


2.4.5. Indirect costs 

The auditor will check to what extent these expenses are included in the maximum percentage provided in the Applicant's Guide for project audit expenses.

 

Annex. no. 2 


Report on the Factual Findings Regarding the Assessment of the Expenditure Incurred under a Financing Contract Funded within the Cross Border Cooperation Programme RO - BG 2007 – 2013


1. Report Object 


Our commitment was to elaborate agreed procedures on the assessment of the expenditure incurred under the contract signed between ….. and the Managing Authority for the Cross Border Cooperation Programme RO - BG 2007 - 2013. This has involved carrying out certain specific procedures, whose results will be used by the Managing Authority and the Cross Border Cooperation Programme RO - BG 2007 - 2013 to draw their own conclusions based on the procedures performed by us. 


The object of this commitment is the verification by the auditor that the amounts (expenditure) requested by the Beneficiary in the reimbursement application for the actions financed under the financing contract were incurred ("the reality of the performance"), are accurate (“accuracy”) and eligible and the submission of the Report on the implementation of the agreed procedures by the Beneficiary. 


2. Aim of the Study 


Our commitment was performed in accordance with: 

· Terms of Reference of Annex. 1 of this report,

· International Standard on Related Services (ISRS) 4400 Commitments to achieve the agreed procedures regarding the financial information issued by the International Federation of Accountants (IFAC) adopted by the CAFR 

· Code of Ethics issued by IFAC 

· Although ISRS provides that independence is not a requirement for commitments regarding the agreed procedures, the Managing Authority requires that the auditor meets the independence requirements stipulated by the Code of Ethics 


As requested, we elaborated only the procedures set out in the terms of reference and we reported our factual findings in Chapter 2 of this Report. 


The purpose of these procedures was approved by the Management Authority and they have been conducted in order to assess whether the expenses claimed by the Beneficiary in the reimbursement application were actually incurred, are accurate and eligible. 


3. Information Sources 


The report contains information provided by the Beneficiary management in relation with specific questions or were obtained or derived from accounting or information systems of the Beneficiary. 


4. Factual Findings 


The total expenditure which is subject to these tests amounted to ……lei. This amount equals the total amount of reported expenses reported by the Beneficiary in the Reimbursement Application (presented in Annex. ...), and the amount requested by the Beneficiary to be reimbursed, (after deducting the total amount of pre-financing - where applicable) under the financing contract amounts to ... ... ... lei, as resulting from the reimbursement application. 


Based on the investigations we conducted, we discovered that the amount of …. Lei does not constitute eligible expenditure. 


Details of our factual findings, including the ineligible expenditure situation, are presented in Chapter II of this Report. 

Report Details 


Chapter I Information on the Financing Contract and the Beneficiary’s Activity


This item will include a brief description of the financing contract and activities undertaken by <name:=> in accordance with them. The auditor will also present a summary table on the object of the assessment.

 
Chapter II Procedures and Factual Findings 


This item will include a brief description of assessments conducted, the procedures followed and the information used for this purpose. 


It will also include a detailed description of the results of these assessments, by using tables / graphs / audit evidence as the annex to the report, if needed / useful, and the description, if applicable, of any exceptions / non-compliances, according to the following sections : 


1. Obtaining a Sufficient Understanding of the Project and the Financing Contract Terms and Conditions 
2. Procedure for Assessing the Eligibility of the Expenditure Requested by the Beneficiary 


2.1 General procedure 


2.2 Compliance with the actual expenditure of the project budget, annex no. to the financing contract; 


2.3 Selecting the expenditure to be assessed  


2.3.1 Categories and Types of Expenditure 


2.3.2 Selection of the Expenditure 


2.4 Assessment of expenditure 


2.4.1 Expenditure Eligibility - general conditions


2.4.2 Accuracy and Records


2.4.3 The Reality of the Expenditures 


2.4.4 Verification of the Public Procurements


2.4.5 Indirect Costs 


3. Attachments 





























