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Terms of Reference for an Independent Report of factual findings on the methodology
concerning a Grant Agreement financed under the Seventh Research Framework
Programme (FP7)

The following are the terms of reference (‘ToR’) on which <name of the Beneficiary> ‘the
Beneficiary’ agrees to engage < name of the audit firm> ‘the Auditor’ to provide an Independent
Report of Factual Findings in connection with European Community/European Atomic Energy
Community financed grant agreements concerning the Seventh Research Framework Programme
(FP7), < title and number of the grant agreements> (the ‘Grant Agreements’), concerning the
Beneficiary's methodology for calculating personnel costs and overhead costs (indirect costs). Where
in these ToR the ‘European Commission’ is mentioned this refers to its quality as signatory of the
Grant Agreements with the Beneficiary. The European Community is not a party to this engagement.

L1 Responsibilities of the Parties to the Engagement

“The Beneficiary’ refers to the legal entity that is receiving the grant funding and that has signed the
Grant Agreements with the European Commission'.

¢ The Beneficiary is responsible for preparing a Financial Statement” for the Action financed by the
Grant Agreements in compliance with such agreements and providing it to the Auditor, and for
ensuring that this Financial Statement can be properly reconciled to the Beneficiary’s accounting
and bookkeeping system and to the underlying accounts and records. This Financial Statement
will be used as a basis for the procedures which the Auditor will carry out in the framework of this
engagement. Notwithstanding the procedures to be carried out, the Beneficiary remains at all times
responsible and reliable for the methodology in place and the accuracy of the Financial Staterment.

s The Beneficiary is responsible for the factual statements which will enable the Auditor to carry out
the procedures specified, and will provide the Auditor with a written representation letter
supporting these statements, clearly dated and stating the period covered by the statements,

» The Beneficiary accepts that the ability of the Auditor to perform the procedures required by this
engagement effectively depends upon the Beneficiary providing full and free access to the
Beneficiary’s staff and its accounting and other relevant records.

“T'he Auditor’ refers to the Aunditor who is responsible for performing the agreed-upon procedures as
specified in these ToR, and for submitting an independent report of factual findings to the Beneficiary.

The Auditor must be independent from the Beneficiary.

e [Option 1: delete if not applicable] The Auditor is qualified to carry out statutory audits of
accounting documents in accordance with the Directive 2006/43/EC of the Buropean Parliament
and of the Council of 17 May 2006 on statutory audits of annual accounts and consolidated
accounts, amending Council Directives 78/660/EEC and 83/349/EEC and repealing Council
Directive 84/253/EEC or similar national regulations.

e [Option 2: delete if not applicable] The Auditor is a Competent Public Officer for which the
relevant national authorities have established the legal capacity to audit the Beneficiary and is not
involved in the preparation of the financial statements.

e The procedures to be performed are specified by the European Commission and the Auditor is not
responsible for the suitability and appropriateness of these procedures.

! Where special clause 10 for the FP7 Model Grant Agreement applies, or where special clause 10 bis for the FP7 Marie
Curie Grant Agreement applies, this Form shall be filled in also by Third Parties linked to a beneficiary. In that case, the
wording "the Beneficiary" shall be read as "the Third Pariy”.

? Financial Statement in this context refers solely to Form C - Annex VI by which the Beneficiary claims costs under the
Grant Agreement.
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1.2 Subject of the Engagement

The subject of this engagement is the methodology implemented and applied by the Beneficiary for
claiming personnel costs and overhead rates (indirect costs).

1.3 Reason for the Engagement

The Beneficiary submits to the European Commission a certificate on the methodology in the form of
an independent report of factual findings on the methodology produced by an external auditor in
accordance with Article I1.4 of the Grant Agreements. The Authorising Officer of the Commission
requires this Report as he makes the payments of costs requested by the Beneficiary conditional on the
factual findings of this Report.

1.4 Engagement Type and Objective

This constitutes an engagement to perform specific agreed-upon procedures regarding an independent
report of factual findings on methodology concerning the Grant Agreements. The objective of this
Report is for the Auditor to present factual findings on methodology used by the Beneficiary to
calculate costs in its Financial Statements for the actions financed by the Grant Agreements. The
procedures to be carried out will enable the Commission to conclude on the existence of the
Beneficiary's methodology and its suitability to ensure that costs claimed will be in compliance with
the terms of the Grant Agreements.

As this engagement is not an assurance engagement the Auditor does not provide an audit opinion and
expresses no assurance. The EBuropean Commission derives its assurance by drawing its own
conclusions from the factual findings reported by the Auditor on the methodology of the Beneficiary.

The Auditor shall include in its Report that no conflict of interest exists between it and the Beneficiary
in establishing this Report, as well as the fee paid to the Auditor for providing the Report.

1.5 Scope of Work
1.5.1  The Auditor shall undertake this engagement in accordance with these ToR and:

- in accordance with the International Standard on Related Services (‘ISRS’) 4400 Engagements to
perform Agreed-upon Procedures regarding Financial Information as promulgated by the IFAC;

- in compliance with the Code of Ethics for Professional Accountants issued by the IFAC. Although
ISRS 4400 provides that independence is not a requirement for agreed-upon procedures
engagements, the European Commission requires that the Auditor also complies with the
independence requirements of the Code of Ethics for Professional Accountants.

1.5.2  Planning, procedures, documentation and evidence

The Auditor should plan the work so that an effective analysis of the methodology can be performed.
For this purpose he performs the procedures specified in 1.9 of these ToR (‘Scope of Work —
Compuisory Report Format and Procedures to be Performed’) and he uses the evidence obtained from
these procedures as the basis for the Report of factual findings.

1.6 Reporting

The Report of factual findings on the methodology, an example of which is attached to this ToR,
should describe the purpose and the agreed-upon procedures of the engagement in sufficient detail in
order to enable the Beneficiary and the European Commission to understand the nature and extent of
the procedures performed by the Aunditor. Use of the reporting format attached as Annex VII of the
General Conditions is compulsory. The Report should be written in the langnage indicated in Article 4
of the Grant Agreement. In accordance with Article I1.22 of the Grant Agreement, the European
Commission and the European Court of Auditors have the right to audit any work carried out under
the project for which costs are claimed from the Community. This audit may include the work related
to this engagement.
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1.7 Timing
The Report should be provided by [DATE]

1.8 Other Terms

[The Beneficiary and the Auditor can use this section to agree other specific terms such as Auditor’s
fees, out of pocket expenses, liability, applicable law, etc.]

1.9 Scope of Work — Compulsory Report Format and Procedures to be Performed

Independent Report of factual findings on the methodology concerning a Grant
Agreement financed under the Seventh Research Framework Programme (FP7)

To be printed on letterhead paper of the Auditor

<Name of contact person(s)>, < Position>
< Beneficiary’s name>

<Address>

<dd Month yyyy>

Dear <Name of contact person(sj>

In accordance with our contract dated <dd Month yyyy> with <name of the Beneficiary> “the
Beneficiary” and the terms of reference attached thereto (appended to this Report), we provide our
independent report of factual findings (“the Report™), with respect to the methodology used to
calculate personnel costs and overhead rates (indirect costs). You requested certain procedures to be
carried out in connection with the grant concerning [title and number of the agreement], the ‘Grant
Agreement’. The Report covers the methodology used during the period [date]. In the event that the
Beneficiary changes the methodology, the Report will not be applicable to Financial Statements®
submitted thereafter.

Objective

Our engagement was an engagement to perform agreed-upon procedures regarding the methodology
used to calculate personnel costs and overhead rates (indirect costs) in the context of the grant
agreements signed between you and the European Commission under the Seventh Research
Framework Programme (FP7). It involved performing certain specified procedures in order to confirm
the factual basis of the responses and descriptions provided by the Beneficiary, the results of which the
European Commission uses to draw conclusions from the procedures performed by us.

The objective of this Report is for the Auditor to present factual findings on the methodology used by
the Beneficiary to claim costs in its Financial Statements for the "actions financed by the Grant
Agreements.

Scope of Work

Our engagement was undertaken in accordance with:

- the terms of reference appended to this Report and:

- International Standard on Related Services (‘ISRS’) 4400 Engagements to perform Agreed-upon

Procedures regarding Financial Information as promulgated by the International Federation of
Accountants (‘TFAC);

3 Financial Statement in this context refers solely to Form C - Annex VI by which the Beneficiary claims costs under the
Grant Agreement.
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- the Code of Ethics for Professional Accountants issued by the IFAC. Although ISRS 4400
provides that independence is not a requirement for agreed-upon procedures engagements, the
European Commission requires that the Auditor also complies with the independence
requirements of the Code of Ethics for Professional Accountanis;

As requested, we have only performed the procedures set out in the terms of reference for this
engagement and we have reported our factual findings on those procedures in the table appended to
this Report.

The scope of these agreed upon procedures has been determined solely by the European Commission
and the procedures were performed solely to assist the European Commission in evaluating whether
the methodology for preparing cost claims by the Beneficiary is in accordance with the requirements
of the EC financed Grant Agreement. The Auditor is not responsible for the suitability and
" appropriateness of these procedures.

Because the procedures performed by us did not constitute either an audit or a review made in
accordance with International Standards on Awuditing or International Standards on Review
Engagements, we do not express any assurance on any Financial Statements claimed using this
methodology.

Had we performed additional procedures or had we performed an audit or review of the Financial
Statements of the Beneficiary in accordance with International Standards on Auditing, other matters
might have come to our attention that would have been reported to you.

Sources of Information

The Report sets out information provided to us by the management of the Beneficiary in response to
specific questions or as obtained and extracted from the Beneficiary’s information and accounting
systems.

Factual Findings

The Auditor's factual findings based on the procedures carried out are presented in the table appended
to this Report.

Exceptions

In some cases, the Auditor was not able to successfully complete the procedures specified. These
exceptions are as follows:

[exceptions such as inability to reconcile key information, unavailability of data which prevented
the Auditor from carrying out the procedures, etc. should be listed here.]

Use of this Report
This Report is solely for the purpose set forth in the above objective.

This Report is prepared solely for the confidential use of the Beneficiary and the European
Commission and solely for the purpose of submission to the European Commission in connection with
the requirements as set out in Article 11.4.4 of the Grant Agreement. This Report may not be relied
upon by the Beneficiary or by the European Commission for any other purpose, nor may it be
distributed to any other parties. The Evropean Commission may only disclose this Report to others
who have regulatory rights of access to it, in particular the European Anti Fraud Office and the
European Court of Auditors.

This Report relates only to the methodology specified above and does not constitute a report on the
Financial Statements of the Beneficiary.
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No conflict of interest* exists between the Auditor and the Beneficiary in establishing this Report. The
fee paid to the Auditor for providing the Report was €

We look forward to discussing our Report with you and would be pleased to provide any further
information or assistance which may be required.

Yours sincerely

[legal name of the audit firm]
[name and function of an authorised representative]
<dd Month yyyy>,<Signature of the Auditor>

4 A conflict of interest arises when the auditor's objectivity to establish the certificate is compromised in fact or in appearance
when the auditor for instance:

- was involved in the preparation of the Financial Statements (Forms C);

- stands to benefit directly should the certificate be accepted,

- has a close relationship with any person representing the beneficiary;

- is a director, trustee or partner of the beneficiary;

- is in any other situation that compromises his or her independence or ability to establish the certificate impartially.
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