
TERM OF REFERENCE (TOR)
For a consultancy Services, External Audit of EEA’s
 Financial Statements 

1. Background

[bookmark: _Hlk91080529]The Ethiopian Economics Association (EEA) is a not-profit and non-religious organization registered with the Federal Democratic Republic of Ethiopia Agency for Civil Society Organization under registration no. 1373 as Local Organization in Accordance with the Charities and Societies Proclamation No. 1113/2019 with a registration certificate dated on 6th February 2020.

The financial statements of EEA are prepared in accordance with the International Public Sector Accounting standard (IPSAS) and the Financial Rules and Regulations of EEA and relevant Rules of the country, as appropriate. The accounts are required to be audited by External Audit Firms registered with the Accounting and Audit Board of Ethiopia (AABE). 

EEA intends to engage an independent external auditor for three years 2017 EC (2024/25) to 2019 EC (2026/27).
2. Objective of the external audit

2.1 The objective of the external audit is to express a professional audit opinion in accordance with ISA: -

· The financial statements of EEA, in all material respects, are in conformity with the applicable Financial Rules and Regulations of EEA and Agreement Terms and Condition of the donors agreement; and

2.2 The EEA books of accounts provide the basis for preparation of those financials statements and are established to reflect the financial transactions in respect of the EEA and that it maintains adequate internal controls and supporting documentation for transactions.

3. Auditing standards

3.1 The external audit carried out in accordance with International Standards on Auditing (ISA) and includes such tests and auditing procedures, as the auditor considers necessary for the assignment.

4. Responsibility for Preparation of Financial Statements 

4.1 The responsibility for the preparation of Financial Statements lies with the Management of EEA and is also responsible for:
(a) The selection and application of accounting policies. Management of EEA will prepare the Financial Statements in accordance with applicable accounting standards that comply with appropriate international standards in all material respects; and
(b) Implementing accounting, administrative and financial procedures stipulated in EEA manuals.

4.2 The auditors are responsible for the formulation of an opinion on the Financial Statements based on their audit conducted in accordance with ISAs (International Standards on Auditing) promulgated by the IFAC (International Federation of Accountants) or the International Public Sector Accounting Standards (IPSAS). 

5. Scope of the Audit

5.1 The audit will be carried out in accordance with the standards specified in 4.2 above and will include such tests and verification procedures as the auditors consider necessary under the circumstances. In conducting the audit, special attention should be paid to the following:
(a) Carry out tests of transactions as are necessary, in order to obtain an understanding of the accounting system, to assess its adequacy as a basis for the preparation of the financial statements and to establish whether adequate records have been maintained as required by the EEA Financial Rules and Regulations, Financial Manual and applicable rules of financers.
(b) Conduct an in-depth and exhaustive review of the internal control systems to have sufficient knowledge of the procedures underpinning the systems, as contained in the EEA Financial Rules and Regulations; Financial Manual and the applicable rules of the country;

(c) Confirm that although responsibility for preventing irregularity and fraud remains with the management, the audit has been planned so as to have a reasonable expectation of detecting material misstatements in the financial statements;

(d) State the extent to which it has relied on the work of the Internal Audit;

(e) Confirm that funds have been used in accordance with the applicable rules of the concerned donors, EEAs decisions with due attention to economy and efficiency, and that they have only been used for the purposes for which they were intended for and in accordance with the conditions under which the funding was provided;

(f) Confirm that Goods and services financed have been procured in accordance with sound procurement procedures spelled out in the EEA Procurement Manuals; Financial Rules and Regulations and applicable rules of the donors;

(g) [bookmark: _GoBack]Confirm that all necessary supporting documents, records and accounts are kept in respect of all activities. Clear linkages should exist between the books of accounts and the financial statements presented;

(h) Confirm that the Financial Statements have been prepared in accordance with acceptable accounting practice and give a true and fair view of the financial position of the Association as at the end of the financial year; and

5.2 The above-defined scope does not in any way restrict the audit procedures or the techniques that the auditor may wish to use in forming an opinion on the Financial Statements being audited.

6. Financial Statements
6.1 The Financial Statements to be audited, among others, include:

(a) A Statement of Financial Performance;
(b) A Statement of Financial Position;
(c) A Statement of Changes in Accumulated Funds;
(d) A Statement of Cash Flow;
(e) The Accounting Policies Adopted and Explanatory Notes;
(f) The Financial statements compliant with IPSAS.
7. Audit Report
7.1 The auditor is expected to present two types of reports: An opinion on the Financial Statements and a separate Management Letter.
7.2 The opinion on the Financial Statements shall contain:
(a) A professional opinion on the financial statements and supporting schedules as regard to their true and fair view;

(b) Accounting standards and EEA Financial Rules and Regulations that have been applied indicating the effect of any deviations from them;
(c) The International Audit standards that were applied

7.3 The Management Letter, among others, shall contain:

(a) Comments and observations on the accounting records, systems and controls that were examined during the course of the audit;

(b) Specific deficiencies and areas of weakness in systems and controls and make recommendations for improvement;

(c) Matters that have come to their attention during the audit which might have a significant impact on sustainability;
(d) Report on the implementation status of recommendations pertaining to previous period audit reports;
(e) Areas of risk that need to be flagged out to management;

(f) Any other matters that the auditors consider pertinent to be brought to the attention of the management.

7.4 Ideally, the Management Letter will include responses /comments from EEA Management on the weaknesses noted by the auditors.

8. General Information

8.1 The audit report including the financial statements, the management letter  including the EEA  Management’s responses  should be received by the EEA within (7) days after the end of the audit process.
8.2 The auditors shall be given access to all legal documents, correspondence and any other information associated with the Financial Statements to be audited and deemed necessary by them.

9. Auditor’s Qualification and Experience
(a) The auditor must be completely impartial and independent from all aspects of management or financial interests of the Association;
(b) The auditor shall not, during the period covered by the audit nor during the undertaking of the audit, be employed by, serve as advisers or mentors for, or have any financial or business relationships with the Association; and
(c) The auditor must be registered with the Accounting and Audit Board of Ethiopia (AABE) and demonstrate that he employs adequate staff with appropriate professional qualifications and suitable experience in accounting and auditing the comparable in size and complexity to the Association being audited.
(d) Curriculum Vitae (CVs) must be provided to the client by the audit firm of auditors who shall be responsible for signing the opinion, together with the CVs of managers, supervisors and key personnel proposed as part of the audit team. The CVs shall include details of audits carried out by the concerned staff, including ongoing assignments indicating capability and capacity to undertake the audit.

9.1 Qualification and Experience

· The Audit firm must employ adequate staff with appropriate professional qualifications and suitable experience with IFAC standards and International Public Sector Accounting Standards (IPSAS) as well, in particular International Standards on Auditing and with experience in auditing the accounts of organizations comparable in size and complexity. 
· Demonstrate sufficient knowledge of relevant laws, regulations and rules of the country. This includes but is not limited to taxation, social security and labour regulations, accounting and reporting, and

9.2 Team composition

Audit Manager 
An audit manager must be a qualified expert with MA in Accounting plus relevant professional qualification like ACCA/CPA. He/she must have at least 7 years’ experience as a professional auditor or accountant in public audit practice including relevant managerial experience of leading audit teams

Senior Auditor 
   A senior auditor must be a qualified expert with a MA in accounting with professional qualification and at least 5 years professional experience in public audit practice.
Junior Auditor
 A junior auditor must be a qualified expert with a BA in accounting and at least 3 years professional experience in public audit practice.

10. Letter of Engagement

A formal letter of engagement specifying the scope of audit shall be prepared and signed between the management and the auditor prior to the beginning of the assignment. The letter of engagement shall also clearly spell out the responsibilities of the two parties.

Interested and qualified audit firms are invited to submit separate technical and financial proposals on or before Monday, 17 June 2024 up to 5:30 pm to the following address:

Address
Ethiopian Economics Association
Lemi-Kura, Sub – City, Woreda 13
CMC ALTAD Area, Adjacent to St. Michael Church 
Tele-+251 116453200/ 0968611706 / 0939958512 /0911870755

	

