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N.B. This is a direct translation of the Danish version of the annex. The wording of the Danish version takes precedence at all times.
Annex 9
Audit instructions
Instructions regarding the performance of audit tasks in relation to the management of Danish civil society organizations’ (CSO’s) grants for individual projects etc. in developing countries. 
These instructions include the audit tasks that the Ministry of Foreign Affairs (MFA) requires of CSOs who receive grants from the MFA with the purpose of carrying out individual projects etc. in developing countries, to be arranged by their audit in relation to the government grant funding. The legal basis to give instructions in the field of auditing is contained in the annual financial act and in the guidelines for the management of grants from the Ministry of Foreign Affairs for pool schemes and networks, to which these instructions are appended.
§ 1.  The audit of the CSO is appointed by the CSO’s competent assembly. The audit is carried out by a chartered or approved registered auditor. 
Subsection 2. In the event of a change of auditor, the incoming auditor must contact the resigning auditor, who is obliged to inform the CSO, MFA and the incoming auditor of the reasons for the resignation. 
Subsection 3. If the audit of activities abroad is carried out by a locally in the recipient country, it must be carried out by an internationally recognized audit firm.    
§ 2. The audit in Denmark is carried out in accordance with the standards for public auditing (SOR)
. Abroad, financial audits and management audits are carried out in accordance with recognized international standards (issued by IFAC and/or INTOSAI). The CSO must inform foreign auditors about relevant contenxt of these audit instructions. 
Subsection 2. During the audit, it is checked whether the project accounts are fair and whether the dispositions covered by the accounting are in accordance with the announced grants, the project agreement with the Ministry of Foreign Affairs, contracts as well as laws and other regulations in the area of grant administration. The auditor must also make an assessment of whether proper financial considerations (skyldige økonomiske hensyn) have been taken into account in the management of the grant covered by the project accounts. 
§ 3. The scope of the audit depends on the CSO’s administrative structure and business procedures, including the internal control and other matters of importance for the accounting and financial reporting. In addition, the size of the grant is important for the scope of the audit. 

§ 4.  During the audit, the auditor must verify:
1. whether the project accounts are true and fair, i.e. without significants errors,

2. whether the grant conditions have been fulfilled, including the conditions in the project agreement with the MFA and the MFA regulations in general,
3. whether the grant has been used in accordance with the stated purpose and grant basis,

4. whether the use of the grant for the CSO program-supporting shared costs are based upon a fair and transparent cost allocation model, 
5. whether the grant recipient has shown thrift, 

6. whether the CSO has announced correct and sufficient information regarding the fulfilling of the result requirements to the MFA,
7. whether the CSO’s management has provided trustworthy data regarding the productivity and efficiency requirements as prescribed by the MFA,

8. whether the presentation of accounts from abroad has been submitted and revised according to acknowledged international standards cf. § 2, stk, and has been certified by the local auditor. The auditor makes a general assessment regarding the scope and quality of the foreign audit, and investigates whether this audit has given rise to substantial remarks og reservations. If reservations have been made, this has to be mentioned in the auditor’s certification of the accounts,
9. whether the project accounts’ figures have been matched with the general annual accounts of the CSO.
Subsection 2. The audit is conducted by a random sample review, including an assessment based upon essentiality and risk.
Subsection 3. The auditor must supervise that the grant funds are kept in a separate bank account, and that the account transactions are corresponding with the payment instructions from the MFA. Likewise it is required that the grant funds that are forwarded by the CSO to partners and branches abroad are kept in a separate bank account. The auditor must hereby make sure that a potential mix up between the grant funds and the CSO’s own funds does not occur. 
§ 5. The CSO’s management is required to provide information considered to be of importance in relation to the assessment of the accounts, as well as for the auditor’s assessment of the administration, including objectives and achieved results. The CSO’s management is required to allow the auditor to perform the necessary investigations, and ensure that the auditor is provided with the relevant information and support needed in order to fulfill an audit. 
§ 6. If the auditor becomes aware of any violations of the law or substantial neglects of the project agreement or fund basis in relation to the administration of the grant funds, it is the auditor’s responsibility to immediately notify the CSO’s management and competent assembly, as well as to ensure that the notification is forwarded to the MFA within 3 weeks. If this does not happen, it is the auditor’s duty to notify the MFA. The auditor’s remarks are submitted together with the notification.
Subsection 2. The same procedure applies if the auditor, during his/her audit or in any other way, is made aware that the the running of the CSO is doubtful / unstabale due to financial or other reasons. 
§ 7. The audited project accounts are provided with an auditor’s certificate in accordance with the regulations in “Standard for public revision nr. 5 (SOR5)”, of which it is required to state that the accounts have been audited in accordance with the regulations. Any reservations are required to appear on the certification.
Subsection 2. The auditor is required to submit a statement of assurance with the auditor’s opinion / assessment and conclusion regarding the conducted audit cf. § 4. The statement of assurance can be submitted in as part of to the certification or in an auditor’s report. 
Subsection 3. A copy of the statement of assurance is submitted by the CSO to the MFA with the audited project accounts. 

§ 8. These instructions and the following supplement is regarded as an annex to the project agreement between the CSO and the MFA, and is put into force at the same time as this agreement. Before signing the project agreement, the CSO is required to ensure the auditor’s written consent of wanting to audit the grant funds in accordance with these instructions. 
Enclosure 
to 

The audit instructions regarding the performance of auditing tasks in relation to Danish civil society organizations’ administration of grant funds for single projects etc. in developing countries.

Reporting of the management audit is by default based on the auditor’s report.

It must appear from the auditor’s report that the audit was carried out in accordance with the audit instructions, including rules on good public auditing practice.

Substantial deficiencies and/or a justified presumption of violation of regulations and conditions for the granting and use of grants must be stated in the auditor’s report.

In practice, the auditor's detailed reporting on the audit can be done in the CSO's audit report, or in a separate report outside the audit report’s consecutive page numbering, provided that such a separate report is referred to in the audit report itself, and that significant remarks are reproduced in the audit report itself. Naturally, the auditors will ensure compliance with the Danish Business and Companies Agency's (Erhvervs- og Selskabsstyrelsen) order no. 745 of 21 August 2003 on chartered and registered auditors' declarations, etc., which contains detailed provisions on which cases the auditor must make reservations or provide supplementary information in the audit report. Thus, if there are any circumstances in the administration of the grant that might give the auditor a justified presumption that members of the CSO's management may be liable for damages or penalties (erstatnings- eller strafansvar); that there may be a violation of certain detailed provisions in the Criminal Code, tax and levy laws, subsidy legislation or other special legislation (cf. declaration order). In such cases, the auditor must provide additional comments in the audit report. Espacially in such a case, it must thus be emphasized that a justified presumption of a violation of provisions and conditions for the granting and use of grants must give rise to a supplementary remark in the audit report.

The auditor's control of § 4, subsection 1, no. 5 and no. 6 can be carried out by the auditor going through the Danish organisation’s overall established procedures for data collection and reporting of productivity and efficiency targets. The auditor's reporting on this can take place in the Danish organisation’s audit report or in a separate report, cf. above.
Specific audit actions that are carried out for randomly selected projects within the Danish CSO's project protfolio with the MFA can be the following: To confirm that the procedures are also observed for individual projects, the auditor can to the extent that the auditor deems it necessary, carry out a review of the data used for reporting on productivity and efficiency targets in the organization’s final report to the MFA and compare the reported figures with the productivity and efficiency targets that appear in the application. To confirm that the procedures are also followed for the individual projects, the auditor may choose to carry out visits to selected individual projects to the extent that the auditor deems it necessary.

To the extent that the CSO make concrete measurements of productivity and efficiency, it must be expected that the auditor assesses the reliability of such measurements and reports on this in the audit report. Where such specific measurements are not available, the auditor must assess, whether the CSO otherwise makes reasonable assessments of target achievement (often on a more qualitative basis), and the auditor can suggest suitable measurement methods. The auditor can report on a lack of reliable measurements on productivity and efficiency, etc. in the audit report without making reservations or providing additional information in the audit report on the project accounts.
If there are no measurements of productivity and efficiency, or if the available measurements are of such a nature that they cannot form a basis for the auditor's control according to §4, nos. 5 and 6, the auditor must report this in the audit report, or in a separate report outside the audit report’s consecutive page numbering, provided that such separate reports are referred to in the audit report itself and that significant remarks are reproduced in the audit report itself.
� Standarderne for offentlig revision.
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