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	GUIDANCE FOR AUDIT OPINIONS

If the combined effect (% of total expenditure reported for the Project; see Summary of Findings in Section 1.1) of financial findings and findings for further consideration by the Commission is less than the materiality threshold (usually 2%), the Auditor should express an unqualified opinion.  An Emphasis of Matter paragraph should be used to draw the attention to financial findings < 2%, if any.

If the combined effect (% of total expenditure reported for the Project) of financial findings and findings for further consideration by the Commission exceeds the materiality threshold (usually 2%), the Auditor should express at least a qualified opinion. The Auditor should determine case-by-case and based on professional judgment whether it is appropriate to use an adverse opinion or a disclaimer of opinion. 

The wording of the paragraphs 'basis for qualified opinion' and 'basis for adverse opinion' can be adapted on a case-by-case basis, depending on factors relating to magnitude and uncertainty. The type of audit opinion (i.e. qualified, adverse or disclaimer of opinion) and the wording of the 'basis for…opinion' paragraphs depend on the following factors:

-
in case of financial findings the Auditor is sure (there is sufficient appropriate evidence) about the magnitude and the ineligibility of the expenditure amount concerned. 
The Auditor can assess whether the effect of this is material or pervasive.

-
in case of financial findings for further consideration by the Commission the Auditor is sure about the magnitude of the expenditure amount concerned but not sure about the eligibility (or non-eligibility) of this expenditure amount.
The Auditor can assess whether the effect of this would be material or pervasive if the expenditure concerned would be established as ineligible by the Commission.

-
The pervasiveness of the financial findings. Pervasive means that the magnitude of the findings is such that it distorts total eligible expenditure and/or misleads the reader of the report. The Auditor uses professional judgment to assess whether financial findings are pervasive. The Auditor may use a suggested indicative threshold of 20% (i.e. total financial findings expressed as a percentage of total Project expenditure reported) for issuing an adverse opinion.

-
The Auditor has to assess on a case-by-case basis the combined effect of the financial findings and the financial findings for further consideration by the Commission but the magnitude of and the certainty/uncertainty about the two types of financial findings should also be taken into account.

Several 'opinion' scenarios are possible. This depends on whether both types of findings are made, on the magnitude of each type of finding and on other factors which involve (significant or major) uncertainty notably scope limitations.

Consequently, it is not feasible to provide a standard wording for the paragraphs 'basis for qualified opinion' and 'basis for adverse opinion'. The suggested wording can be used and adapted by the Auditor case-by-case and based on the Auditor's professional judgment.

In cases of scope limits the Auditor should assess the uncertainty and the possible effects of the uncertainty on the eligibility of the expenditure reported and decide whether it is appropriate to issue a qualified, adverse or disclaimer of opinion.



Independent Auditor's Report – Financial Audit

We have audited the expenditure and revenue as stated in the Financial Report of the project entitled Apprenticeship Schemes for Youth Employability in Albania the 'Project', for the period from 1.01.2015 to 31.03.2017 which is set out in Annex 1. This report has been prepared pursuant to Article [number] of the Contractual Conditions for the Project as agreed by the European Commission and NAVETQ the 'Entity'. 

Our findings are set out in the relevant sections of our report, which is made solely to the European Commission in order to gain assurance that the Project funding provided has, in all material respects,been used in conformity with the applicable Contractual Conditions which are set out in section 2.2 of our report, and to facilitate determination with the Entity of any balance of funding which is payable or recoverable.  
Respective Responsibilities of the Entity's management and auditors
In accordance with the Contractual Conditions the Entity’s management are responsible for the preparation of the Financial Report and for being satisfied that it presents fairly the actual expenditure incurred and revenue received for the Project in conformity with the applicable Contractual Conditions.
Our responsibility is to audit the Financial Report and to report our findings to the European Commission in accordance with the Terms of Reference for the audit engagement. These specify that we should carry out our work in accordance with International Standards on Auditing (issued by the International Federation of Accountants) insofar as these standards can be applied in the specific context of a contractual compliance audit. These standards require us to observe applicable ethical standards in the conduct of our work.
Scope of the audit

The scope of our audit is set out in the Terms of Reference as noted in Section 3 of our report. It includes obtaining evidence for the amounts and disclosures in the Financial Report sufficient to give assurance, based on a confidence level of 95%, that the Financial Report is free from material misstatement, whether caused by error or fraud. 
<The scope of our audit is set out in the Terms of Reference as noted in Section 3 of our report. It includes obtaining evidence for the amounts and disclosures in the Financial Report sufficient to give assurance, based on a confidence level of 100%, that the Financial Report is free from misstatement, whether caused by error or fraud. 
We have taken into account all the available evidence presented to us during our fieldwork which we finalised on [date of closing meeting], including the subsequent comments and information of the Entity and of the European Commission up to the date of this report. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our unqualified opinion.
Unqualified Opinion

In our opinion:
· The Financial Report presents fairly, in all material respects the actual expenditure incurred and revenue received for the Project for the period from [date] to [date] in conformity with the applicable Contractual Conditions; and

· The Project funds provided by the European Commission have, in all material respects, been used in conformity with the applicable Contractual Conditions.

Distribution and Use
NAVETQ has requested this report and it is intended solely for the information and use of the European Commission and the Entity.

Auditors' signature <person or firm >.
Name of Auditor signing <person or firm >.
Auditor's address <office having responsibility for the audit>.
Date of signature <The date when the final report is signed.>
1 Summary of Findings

<Provide a summary (5 - 6 pages) of the detailed findings in Chapter 4.>
1.1 Summaries of all Findings

Our financial findings are summarized further below in sections 1.1.1 and 1.1.2. The following tables show the relation of the financial findings with the total expenditure reported for the Project and with the total amount of Commission funding for the Project.
	Description
	Amount 
€
	% of total Project expenditure reported

	Total expenditure reported for the Project and subject to audit (see Financial Report Annex 1)
	[ amount ]
	

	Financial findings (ineligible expenditure established)
	[ amount ]
	[ %  ]

	Financial findings for further consideration by the Commission (eligibility of expenditure questioned)
	[ amount ]
	[ %  ]

	Total of all financial findings
	[ amount ]
	[ %  ]


	Description
	€

	Total expenditure reported for the Project and subject to audit 
(see Financial Report Annex 1)
	[ amount ]

	Less: financial findings (ineligible expenditure established)
	[ amount ]

	Total eligible expenditure for the Project
	[ amount ]

	Commission contribution to eligible expenditure for the Project is [  ] % 
<state  % contribution if applicable>
	[ amount ]

	Total Commission funding for the Project
	[ amount ]

	Less: instalment(s) paid by the Commission
	[ amount ]

	Balance of funding payable or recoverable by the Commission 
	[ amount ]


Note: financial findings for further consideration by the Commission (eligibility of expenditure questioned) have not been taken into account in the above table.
Our other findings are summarized in sections [1.1.3 to 1.1.6

Financial Findings

We report financial findings totalling € [ ] which represent amounts included in the Financial Report presented to us for audit which in our opinion are ineligible for funding under the Contractual Conditions. 

We have not made any financial findings
Our detailed financial findings in Section 4.1 can be summarised as follows:

	Finding n°
	Compliance issue
	Title
	Amount 
€
	Related IC finding (1)
	Entity comments

	1
	[same as in Section 4.1]
	[same title as in Section 4.1]
	
	[IC finding n°] 
	[agreed / disagreed]

	2
	
	
	
	
	

	3
	
	
	
	
	

	etc
	
	
	
	
	

	Total financial findings
	
	
	


(1) Internal control finding (number) to which the financial finding is related (if applicable)

1.1.1 Financial Findings for further consideration by the Commission

We report financial findings totalling € [ ] representing amounts included in the Financial Report presented to us for audit which require further consideration by the European Commission. 

These findings concern expenditure which could be ineligible but where we have not been able to obtain sufficient appropriate evidence because relevant Contractual Conditions were either absent or not sufficiently clear. Following consultation with the Commission, in accordance with the specific procedures set out in the terms of reference, we conclude that we do not have sufficient appropriate audit evidence that the expenditure concerned is not eligible. We recommend that the Commission further considers these findings in order to determine the eligibility of the expenditure concerned. 
Our detailed financial findings for further consideration by the Commission in Section 4.2 can be summarised as follows:

	Finding n°
	Compliance issue
	Title
	Amount 
€
	Related IC finding (1)
	Entity comments

	1
	[same as in Section 4.2]
	[same title as in Section 4.2]
	
	[IC finding n°] 
	[agreed / disagreed]

	2
	
	
	
	
	

	3
	
	
	
	
	

	etc
	
	
	
	
	

	Total financial findings for further consideration by the Commission
	
	
	


(1) Internal control finding (number) to which the financial finding is related (if applicable)

1.1.2 Internal Control Findings

Our detailed internal control findings in Section 4.3 can be summarised as follows:
	Finding n°
	Internal control issue
	Title
	Priority (1)
	Entity comments

	1
	[same as in Section 4.3]
	[same title as in Section 4.3]
	[level 1,2 or 3]
	[agreed / disagreed]

	2
	
	
	
	

	3
	
	
	
	

	Etc
	
	
	
	


(1) Priority level of the recommendation (see Section 4.3).
1.1.3 Other Compliance Findings

Our detailed other compliance findings in Section 4.4 can be summarised as follows:

	Finding n°.
	Other compliance issue
	Title
	Priority
	Entity comments

	1
	[same as in Section 3.3]
	[same title as in Section 4.4]
	[level 1,2 or 3]
	[agreed / disagreed]

	2
	
	
	
	

	3
	
	
	
	

	Etc
	
	
	
	


(1) Priority level of the recommendation (see Section 4.3).
1.1.4 Specific Matters Findings

The findings for specific matters (see Section 5) can be summarised as follows: 
1.1.5 Expert Work Findings

The findings for expert work (see Section 6) can be summarised as follows: Key Audit Data for the Audit Module
The summary tables below contain key audit data and are solely for use of the Commission for internal reporting purposes in the Audit Module. 
	Type of audit
	Financial audit

	Type of financial audit opinion
	[Qualified, Unqualified, Adverse, Disclaimer]

	Total expenditure reported and subject to audit 
– amount in Euro (see Summary of Findings in Section 1.1) 
	€ [  ]

	Financial findings – amount in Euro
	€ [  ]

	% of total expenditure reported and subject to audit
	[  ] %

	Financial findings for further consideration by the Commission – amount in Euro
	€ [  ]

	% of total expenditure reported and subject to audit
	€ [  ]


	 
	 
	Financial findings 
	Financial findings for further consideration 
by the Commission

	N°
	compliance issue / reason for ineligible expenditure
	nr (1) of findings
	amount €
	nr (1) of findings
	amount €

	
	
	
	
	
	

	1
	Missing / inadequate documentation
	 
	 
	 
	 

	2
	Incorrect procurement procedure applied
	 
	 
	 
	 

	3
	Expenditure outside contractual period
	 
	 
	 
	 

	4
	Expenditure includes VAT / other taxes
	 
	 
	 
	 

	5
	Incorrect exchange rate used
	 
	 
	 
	 

	6
	Budget exceeded
	 
	 
	 
	 

	7
	Expenditure not for project purposes
	 
	 
	 
	 

	8
	Fraud and irregularities
	 
	 
	 
	 

	9
	Income not declared / not reported
	 
	 
	 
	 

	10
	Other financial findings
	 
	 
	 
	 

	 
	Total financial findings
	 
	 
	 
	 


(1) This is the number of times a finding for the compliance issue concerned was made.
Summary of Key Audit Data for the Audit Module (continued)

	Internal Control Findings

	N°
	internal control issue
	number findings
priority 1
	number findings
priority 2
	number findings
priority 3
	total 
number of findings

	1
	No documentation or inadequate documentation
	 
	
	 
	

	2
	Accounting system and procedures
	 
	
	 
	 

	3
	Financial reporting system and procedures
	 
	
	 
	 

	4
	IT systems and procedures (computerised information systems)
	 
	
	 
	 

	5
	Control environment
	 
	
	 
	 

	6
	Asset management including related procurement process and procedures
	 
	
	 
	 

	7
	Cash and bank management (treasury)
	 
	
	 
	 

	8
	Expenditure control including related procurement process and procedures
	 
	
	 
	 

	9
	Human resources and payroll management
	 
	
	 
	 

	10
	Other
	 
	
	 
	 

	 
	Total internal control findings
	 
	
	 
	 


(1) This is the number of times a finding for the compliance issue concerned was made. For priority levels for ranking the recommendations relating to the findings see Section 4.3.

	Other Compliance Findings

	N°
	Other compliance issue
	number findings
priority 1
	number findings
priority 2
	number findings
priority 3
	total 
number of findings

	1
	Delays in (financial / non-financial) project reporting to the Commission
	 
	
	 
	

	2
	Reporting formats not respected
	 
	
	 
	 

	3
	Contractual requirements for visibility and publicity not respected
	 
	
	 
	 

	4
	Other
	 
	
	 
	 

	
	Total other compliance findings
	 
	
	 
	 


2 The Engagement Context

<This Chapter should contain a description of the engagement context of maximum 8 pages. Information in the ToR and related documents (e.g. ToR Annex 1) may be used.>
2.1 Reason for the Audit

<Describe whether the audit was foreseen in a DEVCO Audit Plan and for what reason i.e. risk based or mandatory .> 

2.2 Contractual Conditions

<Describe agreements, contracts and other regulatory or contractual documents which set out 
the Contractual Conditions for the Project. These may include:

· Basic Regulations, Financing and other Agreements and related documents

· External aid contracts for works, services, supplies or grants, programme estimates and related documents. 

Where applicable annexes and amendments (i.e. riders) to agreements, contracts etc. should be mentioned. If the Project is implemented through a series of contracts or other documents (e.g. programme estimates) describe which contracts were covered by the audit and which ones were excluded and for what reasons.>
2.3 Project subject to Audit
<Describe the characteristics of the Project subject to audit and its context including:
· The background and history of the Project

· A description of the Project, objectives, results, main activities, Project locations and context (e.g. country, sector, type of project). 

· The implementation structure for the Project covering the roles and responsibilities of the Entity and of other parties, external stakeholders (e.g. ministries and departments of the partner government, agencies etc.) and specific instances such as for example project 
steering committees involved with the implementation of the project
· Duration, state of implementation and notable successes or problems>
2.4 Entity subject to Audit

<Briefly describe the Entity's organisation, management structure and key components of the its Internal Control System. The latter includes financial reporting, accounting system, accounting policies and practices and requirements for presentation and disclosure of financial reporting (accrual or cash-based accounting and reporting).>
2.5 Financial Information subject to Audit

<Provide a brief description and analysis of the financial information. Refer to Annex 1 (Financial Report subject to Audit) and Annex 2 (Cash Flow Reconciliation).>

The financial information subject to audit is the expenditure and revenue stated in the Financial Report of the Project for the period from [date] to [date] (see Annex 1).
	Sources of funding and revenue - amounts in Euro

	Sources of funding and revenue
	Budget
	Actual

	EU contribution (as per Financing Agreement, contracts etc)
	 
	 

	Contributions by third parties (co-financing)
	 
	 

	Contribution by the beneficiary of the EU funds
	 
	 

	Contributions in kind by the beneficiary
	 
	 

	Direct revenue from the project
	 
	 

	Total of funding and revenue
	 
	 


<Explanations: 

 EU contribution: specify the contract(s), agreement(s) or other regulatory document(s) which provide(s) funds for the Project. E.g. grant, service, work and supply contracts, programme estimates etc.

Budget amounts should be final amounts (after amendments through riders etc if any)

Actual amounts should be amounts disbursed by the Commission (and received by the beneficiary)


	Summary by category / main type of expenditure - amounts in Euro

	Expenditure category
	Budget
	Actual
	Ineligible expenditure
	Questioned expenditure

	[Specify category / main type of expenditure 1]
	 
	 
	 
	 

	[Specify category / main type of expenditure 2]
	 
	 
	 
	 

	[Specify category / main type of expenditure 3]
	 
	 
	 
	 

	[Specify category / main type of expenditure 4]
	 
	 
	 
	 

	[Specify category / main type of expenditure 5]
	 
	 
	 
	 

	Total expenditure for the project
	 
	 
	 
	 


<Explanations: 
Expenditure should be presented for five main categories (so not as detailed as in Annex 1)
 Ineligible / questioned expenditure: see summary of findings (Chapter 1). Totals should agree with totals in the Financial Report in Annex 1>
3 The Audit

<Section 3 should contain a description of the audit of maximum 8 pages.>
We have been engaged by the European Commission to perform this audit in accordance with the terms of reference attached to the Commission's [request for services; or other document if the Audit Framework Contract was not used] of [date] and the Commission's [order form; or contract other document if the Audit Framework Contract was not used] of [date] with reference [order form number or reference of other document].

3.1 Audit Objectives
<The text on the audit objectives should normally be the same as in Section 2 (Objectives) of the ToR. Any changes to the audit objectives in the ToR should be agreed with the ATM and be addressed here.

3.2 Audit Scope

<The text on the audit scope should normally be the same as in Section 5 (Scope) of the ToR. Any changes to the audit scope in the ToR should be agreed with the ATM and be addressed here.>
3.2.1
Contractual Conditions

<Refer to the Contractual Conditions for the Project in Section 2.2 and explicitly mention that the audit scope included obtaining a sufficient understanding of the Contractual Conditions as well as performing procedures to assess the Entity's compliance with the Contractual Conditions. See Section 6.2 (Planning and Fieldwork) of the ToR.>
The Contractual Conditions for the Project are set out in Section 2.2 of this report. The scope of this audit included obtaining a sufficient understanding of the applicable EC laws and regulations which apply to the Project, the Contractual Conditions and in particular of the requirements for financial reporting, presentation and submission of financial information and the eligibility of expenditure.
3.2.2
Scope of Work
The scope of work of this financial audit covered the expenditure and revenue stated in the Financial Report of the Project for the period from [date] to [date]. <The expenditure and revenue covered by the audit is stated in the Financial Report prepared by the Entity. The amount covered by the audit (opinion) is not necessarily the amount which has been effectively subject of audit tests and procedures. For example: the Auditor may use sampling where findings relate to an entire population whereas only a part of that population was effectively verified through audit tests. It is not necessary to describe the precise coverage of audit  procedures.
Note: Annex 1 is an illustrative Financial Report. This is a best practice model which may be used by the Entity. It is not the Auditors' responsibility to prepare the Financial Report!>
The scope of work included specific considerations and procedures which are set out further below at Section 3.3.
3.2.3
Scope Limitations

<Describe scope limits if any.>
3.3 Audit Procedures
<Describe the specific considerations and procedures covered by the scope of work 
(Section 6.2 of the ToR). For example, there are specific considerations for materiality and for compliance with specific conditions such as eligibility of expenditure, procurement and origin rules. This is critical in this specific context of a contractual compliance audit and it should be explained to the readers and users of the audit report.

The structure provided below should be used (insofar applicable). Descriptions can be taken from section 6.2 of the ToR (Planning and Fieldwork) and Annex 2 to the ToR (Financial Audit Procedures) and be complemented by the Auditor as he/she  sees fit.>
The scope of work included the following specific considerations and procedures:
Obtaining an understanding of the engagement context

[description]
Risk assessment and Materiality
[description]
Obtaining Evidence regarding Design of Controls and Tests of controls 
[description. If no evidence was gathered on the design of controls and no tests of controls were performed this should be briefly explained.]

Substantive procedures
[description]

Analytical procedures

[description]

Sampling and other means of selecting items for testing

[description]

Extrapolation <remove if not applicable>
[description]

Using the work of internal auditors <remove if not applicable>
[description]

Using the work of an expert <remove if not applicable>
[description]

Written representations <remove if not applicable>
[description]
4 Findings and Recommendations

<The Auditor may use separate pages for each finding. Each finding/item should be given a sequence number. 
4.1 Financial Findings

We report financial findings which represent amounts included in the Financial Report presented to us for audit which in our opinion are ineligible for funding under the Contractual Conditions. These financial findings are set out in detail below.

	Finding n°: [number]
	Title: [title of the finding]

	Compliance issue: [ compliance issue n° 1 – 10; see Section 3.3.1.2 of 'Guidelines for Auditors']

	Description of the finding: [describe in detail the finding covering facts, criteria, cause and impact. 
For criteria mention relevant article(s) / contractual provision(s) in the Contractual Conditions.]

	Amount €: [amount]

	Related internal control finding n°: [internal control finding number in Section 4.3  if applicable]

	Comments from the Entity: [state whether the Entity agrees or disagrees with the finding and describe Entity comments.]

	Comments from the Commission: [describe Commission comments]

	Further comments of the Auditor: [complete only if the Entity does not agree with the finding of the Auditor but the Auditor still believes that the finding is valid. In that case the Auditor should rebut here the comments of the Entity and justify why the finding is still made]


4.2 Financial Findings subject to further consideration by the Commission

We report financial findings representing amounts included in the Financial Report presented to us for audit which require further consideration by the European Commission. 

These findings concern expenditure which could be ineligible but where we have not been able to obtain sufficient appropriate evidence because relevant Contractual Conditions were either absent or not sufficiently clear. We requested the Commission for clarification in accordance with the specific procedures set out in the terms of reference. However, we did not obtain a satisfactory clarification. Hence we conclude that we have no sufficient appropriate audit evidence that the expenditure concerned is not eligible. We recommend that the Commission further considers these findings in order to determine the eligibility of the expenditure concerned.

The financial findings for further consideration by the Commission are set out in detail below.

	Finding n°: [number]
	Title: [title of the finding]

	Compliance issue: [compliance issue n° 1 – 10; see Section 3.3.1.2 of 'Guidelines for Auditors'>

	Description of the finding: [describe in detailed the finding covering facts, criteria, cause and impact. 
For criteria mention relevant article(s) / contractual provision(s) in the Contractual Conditions.

	Clarification requested: [briefly describe what sort of clarification was requested from the Commission and when it was requested. See specific procedures for obtaining audit evidence in case of doubt or uncertainty with regard to the eligibility of expenditure in Section 6.1 of the Terms of Reference]

	Clarification obtained: [briefly describe the clarification obtained from the Commission (if obtained), when it was obtained and why it was not considered sufficient by the Auditor. If the clarification was sufficient the finding should either be reclassified as financial finding or the finding is no longer valid i.e. the expenditure was found to be eligible after obtaining the clarification.]

	Amount €: [amount]

	Related internal control finding n°: [internal control finding number in Section 4.3 if applicable>

	Comments from the Entity: [state whether the Entity agrees or disagrees with the finding and describe Entity comments]

	Comments from the Commission: [describe Commission comments]

	Further comments of the Auditor: [complete only if the Entity does not agree with the finding of the Auditor but the Auditor still believes that the finding is valid. In that case the Auditor should rebut here the comments of the Entity and justify why the finding is still made]


4.3 Internal Control Findings

	Finding n°: [number]
	Title: [title of the finding]

	Internal control issue: [internal control issue n° 1 – 10; see Section 3.3.1.3 of 'Guidelines for Auditors']

	Description of the finding: [describe in detail the finding covering facts, criteria, cause and impact. 
For criteria mention relevant article(s) / contractual provision(s) in the Contractual Conditions.]

	Recommendation: [description the recommendation] <recommendations should be designed to  correct existing situations, to improve the management and internal control system of the Project or to better comply with established controls and/or best practice>.

	Recommendation priority: Priority 1 -  Urgent remedial action is required; Priority 2 -  Prompt specific action is required; Priority 3 -  Specific remedial action is desirable <remove what is not applicable>

	Comments from the Entity: [state whether the Entity agrees or disagrees with the finding and describe Entity comments]

	Comments from the Commission: [describe Commission comments ]

	Further comments of the Auditor: [complete only if the Entity does not agree with the finding of the Auditor but the Auditor still believes that the finding is valid. In that case the Auditor should rebut here the comments of the Entity and justify why the finding is still made]


	Priority levels for ranking recommendations

	Priority 1 - Urgent remedial action is required. Key internal controls are absent or are not complied with on a regular basis. There is a fundamental weakness or deficiency in an internal control or in a series of internal controls which involves a substantial risk of either material error, or irregularity or fraud with regard to the expenditure and revenue stated in the Financial Report of the Project. There is a substantial risk of failure to achieve the control objectives for the Project which concern reliability of financial reporting, effectiveness and efficiency of operations and compliance with applicable laws and regulations notably the Contractual Conditions for the Project. Such risks could lead to an adverse impact on the financial report of the Project. Remedial action should be taken urgently.

	Priority 2 - Prompt specific action is required. There is a weakness or deficiency in an internal control or in a series of internal controls which, although not fundamental, relates to shortcomings which expose specific internal control areas (e.g. cash and bank management or budgetary and expenditure control) to a less immediate level of risk of either error, or irregularity or fraud. Such a risk could impact on the effectiveness of the internal controls and on the internal control objectives and should be of concern to the Entity's management. Prompt specific action should be taken.

	Priority 3 - Specific remedial action is desirable. There is a weakness or deficiency in internal control which individually has no major impact but where the Project would benefit from improved internal controls and/or where the Entity would have the opportunity to achieve greater effectiveness and/or efficiency. There is a possibility of undesirable effects at the process level, which, combined with other weaknesses, could give cause for concern.


4.4 Other Compliance Findings

	Finding n°: [number]
	Title: [title of the finding]

	Other compliance issue: [other compliance issue ; see Section 3.3.1.4 of 'Guidelines for Auditors']

	Description of the finding: [describe in detail the finding covering facts, criteria, cause and impact.
For criteria mention relevant article(s) / contractual provision(s) in the Contractual Conditions.]

	Recommendation: [describe the recommendation] <recommendations should be designed to  correct existing situations, to improve the management and internal control system of the Project or to better comply with established controls and/or best practice>.

	Recommendation priority: Priority 1 -  Urgent remedial action is required; Priority 2 -  Prompt specific action is required; Priority 3 -  Specific remedial action is desirable <remove what is not applicable>

	Comments from the Entity: [state whether the Entity agrees or disagrees with the finding and describe Entity comments.]

	Comments from the Commission: [describe Commission comments]

	Further comments of the Auditor: [complete only if the Entity does not agree with the finding of the Auditor but the Auditor still believes that the finding is valid. In that case the Auditor should rebut here the comments of the Entity and justify why the finding is still made]


5 Specific Matter
[We have examined whether the Statement of Assets presents properly (i.e. number, description and value of assets) and completely (i.e. all assets covered by the expenditure in the Financial Report) the assets acquired for the Project for the period from [date] to [date] in conformity with the Contractual Conditions and with the information in the Financial Report. Our findings and summary conclusions are set out below.
Annexes
Annex 1:
Financial Report of the Project
Financial Report of [title of the Project]
for the period [date] to [date]
	
	BUDGET

Currency
	ACTUAL

Currency
	BUDGET

€
	ACTUAL

€
	Ineligible expenditure €
	Questioned expenditure €
	Notes

	Revenue
	
	
	
	
	
	
	

	[Specify  type / source of revenue 1]
	
	
	
	
	
	
	[Refer to the finding(s) and finding numbers]

	[Specify  type / source of revenue 2]
	
	
	
	
	
	
	

	[Specify  type / source of revenue 3]
	
	
	
	
	
	
	

	Total revenue
	
	
	
	
	
	
	

	Capital expenditure
	
	
	
	
	
	
	

	[Specify type /category of expenditure 1]
	
	
	
	
	
	
	

	[Specify type /category of expenditure 2]
	
	
	
	
	
	
	

	[Specify type /category of expenditure 3]
	
	
	
	
	
	
	

	Total capital expenditure
	
	
	
	
	
	
	

	Operating expenditure
	
	
	
	
	
	
	

	[Specify type /category of expenditure 1]
	
	
	
	
	
	
	

	[Specify type /category of expenditure 2]
	
	
	
	
	
	
	

	[Specify type /category of expenditure 3]
	
	
	
	
	
	
	

	Total operating expenditure
	
	
	
	
	
	
	

	[Surplus / deficit] from Project activities
	
	
	
	
	
	
	


<Comments: Where applicable the Financial Report should be broken down into revenue (i.e. the funding sources of the project including the Commission's contribution and revenues from activities undertaken by he Project) and expenditure relating to the various agreements and contracts which make up the Project.>
Annex 2:
Cash Flow Reconciliation
Cash Flow Reconciliation for Apprenticeship Schemes for Youth Employability in Albania  for the period from [date] to [date]

	Description
	Local currency
	€

	Opening balance as per cashier and bank statements as at [date] (A)
	
	

	RECEIPTS
	
	

	Advances / disbursements from the Commission
	
	

	Advances / disbursements from other sources (e.g. donors)
	
	

	Interest received
	
	

	Other receipts [specify]
	
	

	Total Receipts (B)
	
	

	PAYMENTS
	
	

	Payments made (expenditure, purchase of assets etc)
	
	

	Other disbursements [specify e.g. repayments of loans, advances]
	
	

	Total Payments (C)
	
	

	Calculated balance (D=A+B-C)
	
	

	Cash in hand
	
	

	Balance of account [number 1] in Bank [name] held in currency [currency]
	
	

	Balance of account [number 2] in Bank [name] held in currency [currency]
	
	

	Total balance as per cashier and bank statements as at [date] (E)
	
	

	Differences in receipts and income in the Financial Report (1)
	
	

	Differences in payments and expenditure in the Financial Report (2)
	
	

	Total Project funds as at [date] (F)
	
	


	Difference (G= F - D) (2)
	
	


<Notes: 
(1)
Where the Financial Report is prepared on the basis of accrual based accounting, differences in income recorded in the Financial Report and income received (in cash or by bank) and in expenditure incurred and recorded in the Financial Report and expenditure paid should be reconciled. This also includes for example advances paid to staff or other entities (which implement parts of the Project) that have not yet led to actual expenditure.
(2)
Reasons for any remaining differences should be explained.>
 Annex 3:
Other Information

< Annex 3 can be used to include other relevant financial information such as for example a Statement of Assets.

The Auditor may add other Annexes to include expenditure breakdowns and analyses or specific relevant information and documentation as he/she deems necessary or appropriate>.

Annex 4:
Persons contacted or involved in the Audit

	The Auditor – [name of the audit firm]

	[Name 1]
	[indicate position / title of the person in the audit firm who has ultimate responsibility for the engagement and its performance, and for the report that is issued on behalf of the firm, e.g. partner, director or equivalent]

	[Name 2; optional ]
	[optional (if not in conflict with the practices and HR policies of the Audit Firm). Indicate position / title in the audit firm of the person in the audit firm who has been managing the audit. E.g. Senior Manager.]


	The Entity subject to audit – [name of the Entity]

	[Name 1]
	[indicate position / title in the audited entity e.g. Director, Finance Manager, Accountant, Programme Manager]

	[Name 2]
	[as 1]

	[Name 3 etc]
	[as 1]


	EuropeAid Development and Co-operation Directorate General

	[Name 1]
	Audit Task Manager. [to be completed only if the Audit Task manager works at DEVCO. Indicate position and unit in DEVCO ]

	[Name 2]
	[indicate position / title and unit in DEVCO e.g. Head of Finance, Contracts and Audit]

	[Name 3 etc]
	[as 2]


	Delegation of the European Union in [country]

	<Name 1>
	Audit Task Manager. [to be completed only if the Audit Task manager works in the EU Delegation. Indicate position in the EU Delegation]

	<Name 2>
	[indicate position in the EU Delegation e.g. Head of Finance and Contracts, Programme Officer, Contracts Officer, Finance Officer etc]

	<Name 3 etc>
	[as 2]


	[Indicate name of any other external organisation or person contacted or involved in the audit such as the Entity's statutory auditors or Technical Assistants. Remove this table if not applicable]

	[Name 1]
	[indicate position / title in the organisation]

	[Name 2 etc]
	[as 1]


The European Commission has requested this report. The views expressed in this report are those of the external auditor and in no way reflect the official opinion of the European Commission. This report is intended solely for the information and use of the European Commission for the purpose of its control of the use of funds of the project concerned by the audit. It may be disclosed to those EU official authorities having regulatory right of access to it, such as  the European Court of Auditors, the Internal Audit Service and the European Anti Fraud Office. This report should not be used by any other party or for other than its intended purpose.
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