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	EUROPEAN COMMISSION

DIRECTORATE-GENERAL FOR AGRICULTURE AND RURAL DEVELOPMENT

Directorate J. Audit of agricultural expenditure

J.5. Financial audit



Brussels, 

Guidelines for the certification audit of the EAGF/EAFRD accounts
Guideline N° 6: The form, scope and contents of the certificate of the Certifying Body

PURPOSE AND BACKGROUND

Article 5.3 of Commission Regulation (EC) No 885/2006 specifies the certificate to be issued by the Certifying Body.

The objective of this document is to provide practical guidance in meeting the requirements of Article 5.3 referred to above and to identify the controls which should be examined and tested in the course of the audit.  

One certificate may be submitted covering the two Funds (EAGF and for EAFRD), but it must contain clearly distinguishable audit opinions for each Fund.

This Guideline will be reviewed on a periodic basis.

THE AUDIT CERTIFICATE

For the sake of clarity, the certificate should specify the Certifying Body, the Paying Agency, the EAGF/EAFRD financial year, the opening and closing dates of the audit examination, the date of issue and the name and position of the signatory of the audit certificate. It should also confirm that the audit examination was undertaken in accordance with the provisions of Article 5.2 of Commission Regulation (EC) No 885/2006 as regards the nature and quantity of work required to obtain reasonable assurance.

The Certifying Body shall draw up one certificate stating whether it has gained reasonable assurance that the accounts to be transmitted to the Commission are true, complete and accurate and that the internal control procedures have operated satisfactorily. 

The certificate shall be based on an examination of procedures and a sample of transactions. This examination shall cover the Paying Agency’s administrative structure only as regards the question whether that structure is capable of ensuring that compliance with Community rules is checked before payments are made.

Any material exceptions should be specified in the certificate and cross-referenced to an explanatory text in the audit report. 

The type of opinion ("unqualified", "qualified", etc.) has to be clearly indicated in accordance with the categories indicated in the matrix and the examples of audit certificates presented in the Annex.

If the opinions for both Funds are unqualified, they can be combined, as in example A, and the certificate as a whole will be unqualified.

If there is a qualified opinion for at least one Fund, separate opinions (and the facts giving rise to those opinions) must be given for each Fund.

The Certifying Body should only issue a qualified opinion for a Fund if the total value of errors found (i.e. the sum of errors across all expenditure populations) exceeds materiality (2% of total annual expenditure for that Fund).  
Material errors found at population level should always be considered in a wider context.  If they are not material at EAGF/EAFRD annual return level, then the Certifying Body should ordinarily issue an "Emphasis of Matter" paragraph within its unqualified opinion.  An example is attached (see Certificate "A2").
Annex 

Opinion matrix:

	
	No objections
	Limited objections
	Negative conclusion

	No scope limitation
	Unqualified (A)*
	Qualified (B)**
	Adverse (E)**

	Scope limitation
	Qualified (C)**
	Disclaimer (D)**
	-


Note: the definitions below are as described in the relevant International Standards on Auditing (ISAs) 
 :
* Unqualified opinion ((A1))

"An unqualified opinion should be expressed when the auditor concludes that the financial statements give a true and fair view or are presented fairly, in all material respects, in accordance with the applicable financial reporting framework."
* Unqualified opinion ((A2)) with emphasis of matter paragraph

"In certain circumstances, an auditor’s report may be modified by adding an emphasis of matter paragraph to highlight a matter affecting the financial statements which is included in a note to the financial statements that more extensively discusses the matter. The addition of such an emphasis of matter paragraph does not affect the auditor’s opinion. The paragraph would preferably be included after the paragraph containing the auditor’s opinion but before the section on any other reporting responsibilities, if any. The emphasis of matter paragraph would ordinarily refer to the fact that the auditor’s opinion is not qualified in this respect."
** Qualified opinions ((B) to (E))

"An auditor may not be able to express an unqualified opinion when either of the following circumstances exist and, in the auditor’s judgment, the effect of the matter is or may be material to the financial statements:

(1) There is a limitation on the scope of the auditor’s work; or

(2) There is a disagreement with management regarding the acceptability of the accounting policies selected, the method of their application or the adequacy of financial statement disclosures.

The circumstances described in (1) could lead to a qualified opinion (C) or a disclaimer of opinion (D). The circumstances described in (2) could lead to a qualified opinion (B) or an adverse opinion (E). 

A qualified opinion (B)/(C) should be expressed when the auditor concludes that an unqualified opinion cannot be expressed but that the effect of any disagreement with management, or limitation on scope is not so material and pervasive as to require an adverse opinion or a disclaimer of opinion. A qualified opinion should be expressed as being ‘except for’ the effects of the matter to which the qualification relates.

A disclaimer of opinion (D) should be expressed when the possible effect of a limitation on scope is so material and pervasive that the auditor has not been able to obtain sufficient appropriate audit evidence and accordingly is unable to express an opinion on the financial statements.

An adverse opinion (E) should be expressed when the effect of a disagreement is so material and pervasive to the financial statements that the auditor concludes that a qualification of the report is not adequate to disclose the misleading or incomplete nature of the financial statements.

Whenever the auditor expresses an opinion that is other than unqualified, a clear description of all the substantive reasons should be included in the report and, unless impracticable, a quantification of the possible effect(s) on the financial statements. Ordinarily, this information would be set out in a separate paragraph preceding the opinion or disclaimer of opinion on the financial statements and may include a reference to a more extensive discussion, if any, in a note to the financial statements."

Examples of audit certificates to be issued by the Certifying Body
A1.
CERTIFICATE
REPORT OF THE CERTIFYING BODY TO THE [NAME OF PAYING AGENCY]

We have audited the annual accounts
 of the EAGF (final total net expenditure: xxx) and/or EAFRD (final total net expenditure: xxx) for the 20xx EAGF/EAFRD financial year by [name and address of Paying Agency] and assessed the internal control procedures operated by the Agency.
Management’s responsibility for the annual accounts

Management is responsible for the preparation and fair presentation of these annual accounts in accordance with Articles 6, 7 and 8 of Commission Regulation (EC) No 885/2006. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and fair presentation of annual accounts that are free from material misstatement, whether due to fraud or error.
Responsibility of the Certifying Body

Our responsibility, acting as Certifying Body, is to express an opinion on the annual accounts. We conducted our audit in accordance with Article 5.2 of Commission Regulation (EC) No 885/2006 and International Standards on Auditing. These standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the annual accounts transmitted to the Commission are free from material misstatement.

The audit included an examination, on a test basis, of evidence supporting the information in the annual accounts, and an examination of procedures and of a sample of transactions to obtain audit evidence about the amounts and disclosures in the annual accounts. Our responsibility under Article 5 of Regulation (EC) No 885/2006 extends to providing an opinion on the internal controls; our conclusion is based solely on the results of our assessment of the Paying Agency's compliance with the accreditation criteria as set out in Annex I of Regulation (EC) No 885/2006.  It is not our responsibility to conclude on whether all possible controls are present in the system.

We believe that our work provides a reasonable basis for our audit opinions.
Opinions – UNQUALIFIED (both Funds)
In our opinion:

· The accounts to be transmitted to the Commission for the 20xx EAGF and EAFRD financial year ended DD/MM/YYYY are true, complete and accurate in all material respects as regards the total net expenditure charged to the EAGF and EAFRD; and 

· Based on our work to review the Paying Agency's compliance with the accreditation criteria, the internal control procedures of the Paying Agency have operated satisfactorily  as regards both the EAGF and EAFRD.
Our audit was conducted between DD/MM/YYYY and DD/MM/YYYY. A report on our findings is delivered at the same date as the date of this certificate. 
[Date of issue of certificate]
[Auditor’s signature, name and position]

[Name and address of Certifying Body]
A2.
CERTIFICATE
REPORT OF THE CERTIFYING BODY TO THE [NAME OF PAYING AGENCY]

We have audited the annual accounts
 of the EAGF (final total net expenditure: xxx) and/or EAFRD (final total net expenditure: xxx) for the 20xx EAGF/EAFRD financial year by [name and address of Paying Agency] and assessed the internal control procedures operated by the Agency.
Management’s responsibility for the annual accounts
Management is responsible for the preparation and fair presentation of these annual accounts in accordance with Articles 6, 7 and 8 of Commission Regulation (EC) No 885/2006. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and fair presentation of annual accounts that are free from material misstatement, whether due to fraud or error.
Responsibility of the Certifying Body

Our responsibility, acting as Certifying Body, is to express an opinion on the annual accounts. We conducted our audit in accordance with Article 5.2 of Commission Regulation (EC) 885/2006 and International Standards on Auditing. These standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the annual accounts transmitted to the Commission are free from material misstatement.

The audit included an examination, on a test basis, of evidence supporting the information in the annual accounts, and an examination of procedures and of a sample of transactions to obtain audit evidence about the amounts and disclosures in the annual accounts. Our responsibility under Article 5 of Regulation 885/2006 extends to providing an opinion on the internal controls; our conclusion is based solely on the results of our assessment of the Paying Agency's compliance with the accreditation criteria as set out in Annex I of Regulation 885/2006.  It is not our responsibility to conclude on whether all possible controls are present in the system.

We believe that our work provides a reasonable basis for our audit opinions.
Opinions – UNQUALIFIED WITH EMPHASIS OF MATTER (both Funds)
In our opinion:

· The accounts to be transmitted to the Commission for the 20xx EAGF and EAFRD financial year ended DD/MM/YYYY are true, complete and accurate in all material respects as regards the total net expenditure charged to the EAGF and EAFRD; and 

· Based on our work to review the Paying Agency's compliance with the accreditation criteria, the internal control procedures of the Paying Agency have operated satisfactorily  as regards both the EAGF and EAFRD.
Without qualifying our opinions above, we draw attention to sections 7.2 and 16.2 of the report.  Significant delays by the Paying Agency in booking recovered amounts have led to overstatements of year end balances per the Annex III tables by 5.5% (€xxx) for EAGF and 4.2% (€xxx) for EAFRD.  These overstatements are immaterial at overall Fund level.
Our audit was conducted between DD/MM/YYYY and DD/MM/YYYY. A report on our findings is delivered at the same date as the date of this certificate. 
[Date of issue of certificate]
[Auditor’s signature, name and position]

[Name and address of Certifying Body]
B. 
CERTIFICATE

REPORT OF THE CERTIFYING BODY TO THE [NAME OF PAYING AGENCY]

We have audited the annual accounts
 of the EAGF (final total net expenditure: xxx) and/or EAFRD (final total net expenditure: xxx) for the 20xx EAGF/EAFRD financial year by [name and address of Paying Agency] and assessed the internal control procedures operated by the Agency.
Management’s responsibility for the annual accounts

Management is responsible for the preparation and fair presentation of these annual accounts in accordance with Articles 6, 7 and 8 of Commission Regulation (EC) No 885/2006. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and fair presentation of annual accounts that are free from material misstatement, whether due to fraud or error.
Responsibility of the Certifying Body

Our responsibility, acting as Certifying Body, is to express an opinion on the annual accounts. We conducted our audit in accordance with Article 5.2 of Commission Regulation (EC) No 885/2006 and International Standards on Auditing. These standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the annual accounts transmitted to the Commission are free from material misstatement. 

The audit included an examination, on a test basis, of evidence supporting the information in the annual accounts, and an examination of procedures and of a sample of transactions to obtain audit evidence about the amounts and disclosures in the annual accounts. Our responsibility under Article 5 of Regulation 885/2006 extends to providing an opinion on the internal controls; our conclusion is based solely on the results of our assessment of the Paying Agency's compliance with the accreditation criteria as set out in Annex I of Regulation (EC) No 885/2006.  It is not our responsibility to conclude on whether all possible controls are present in the system.

We believe that our work provides a reasonable basis for our audit opinions.

[For the EAFRD, differences were detected between the annual accounts and the books and records of the Paying Agency e.g. for the following budget posts (reference: audit report page P):

(EC budget sub-item
Difference (+/-) in national currency) ]

Opinions:

1.  EAGF: UNQUALIFIED
Wording as per example A.
2.  EAFRD: QUALIFIED - DETECTED DIFFERENCES
In our opinion, except for the differences described above:
· The accounts to be transmitted to the Commission for the 20xx EAFRD financial year ended DD/MM/YYYY are true, complete and accurate in all material respects as regards total net expenditure charged to the EAFRD; and 
· Based on our work to review the Paying Agency's compliance with the accreditation criteria, the internal control procedures of the Paying Agency have operated satisfactorily as regards the EAFRD. 
Our audit was conducted between DD/MM/YYYY and DD/MM/YYYY. A report on our findings is delivered at the same date as the date of this certificate. 
[Date of issue of certificate]
[Auditor’s signature, name and position]

[Name and address of Certifying Body]
C. 
CERTIFICATE
REPORT OF THE CERTIFYING BODY TO THE [NAME OF PAYING AGENCY]

We have audited the annual accounts
 of the EAGF (final total net expenditure: xxx) and/or EAFRD (final total net expenditure: xxx) for the 20xx EAGF/EAFRD financial year by [name and address of Paying Agency] and assessed the internal control procedures operated by the Agency.
Management’s responsibility for the annual accounts

Management is responsible for the preparation and fair presentation of these annual accounts in accordance with Articles 6, 7 and 8 of Commission Regulation (EC) No 885/2006. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and fair presentation of annual accounts that are free from material misstatement, whether due to fraud or error.
Responsibility of the Certifying Body

Our responsibility, acting as Certifying Body, is to express an opinion on the annual accounts. Except as discussed in the following paragraph, we conducted our audit in accordance with Article 5.2 of Commission Regulation (EC) No 885/2006 and International Standards on Auditing. These standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the annual accounts transmitted to the Commission are free from material misstatement. 
The audit included an examination, on a test basis, of evidence supporting the information in the annual accounts, and an examination of procedures and of a sample of transactions to obtain audit evidence about the amounts and disclosures in the annual accounts. Our responsibility under Article 5 of Regulation (EC) No 885/2006 extends to providing an opinion on the internal controls; our conclusion is based solely on the results of our assessment of the Paying Agency's compliance with the accreditation criteria as set out in Annex I of Regulation (EC) No 885/2006.  It is not our responsibility to conclude on whether all possible controls are present in the system.

As regards the EAGF, we did not observe… (reference: audit report page P).

We believe that our work provides a reasonable basis for our audit opinions.

Opinions
1.  EAFRD: UNQUALIFIED
Wording as per example A.
2.  EAGF: QUALIFIED - LIMITATION ON SCOPE
In our opinion, except for the effects of such adjustments, if any, as might have been determined to be necessary had we been able to satisfy ourselves as to…..: 
· The accounts to be transmitted to the Commission for the 20xx EAGF financial year ended DD/MM/YYYY are true, complete and accurate in all material respects as regards total net expenditure charged to the EAGF; and 
· Based on our work to review the Paying Agency's compliance with the accreditation criteria, the internal control procedures of the Paying Agency have operated satisfactorily as regards the EAGF.
Our audit was conducted between DD/MM/YYYY and DD/MM/YYYY. A report on our findings is delivered at the same date as the date of this certificate. 
[Date of issue of certificate]
[Auditor’s signature, name and position]

[Name and address of Certifying Body]
D. 
CERTIFICATE
REPORT OF THE CERTIFYING BODY TO THE [NAME OF PAYING AGENCY]

We have audited the annual accounts
 of the EAGF (final total net expenditure: xxx) and/or EAFRD (final total net expenditure: xxx) for the 20xx EAGF/EAFRD financial year by [name and address of Paying Agency] and assessed the internal control procedures operated by the Agency.
Management’s responsibility for the annual accounts

Management is responsible for the preparation and fair presentation of these annual accounts in accordance with Articles 6, 7 and 8 of Commission Regulation (EC) No 885/2006. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and fair presentation of annual accounts that are free from material misstatement, whether due to fraud or error.

Responsibility of the Certifying Body

Our responsibility, acting as Certifying Body, is to express an opinion on the annual accounts. Except as discussed in the following paragraph, we conducted our audit in accordance with Article 5.2 of Commission Regulation (EC) No 885/2006 and International Standards on Auditing. These standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the annual accounts transmitted to the Commission are free from material misstatement. 
[The following paragraphs discussing the scope of the audit could either be omitted or amended according to the circumstances: The audit included an examination, on a test basis, of evidence supporting the information in the annual accounts, and an examination of procedures and of a sample of transactions to obtain audit evidence about the amounts and disclosures in the annual accounts. Our responsibility under Article 5 of Regulation 885/2006 extends to providing an opinion on the internal controls; our conclusion is based solely on the results of our assessment of the Paying Agency's compliance with the accreditation criteria as set out in Annex I of Regulation 885/2006.  It is not our responsibility to conclude on whether all possible controls are present in the system.]

[Add a paragraph discussing the scope limitation – the examples assume these matters affect the EAGF:
E.g. We were not able to examine procedures for payments due to limitations placed on the scope of our work by the Paying Agency.]
Opinions

1.  EAFRD: UNQUALIFIED
Wording as per example A.
2.  EAGF: DISCLAIMER OF OPINION - LIMITATIONS ON SCOPE
Because of the significance of the matters discussed above, we do not express an opinion:
· Whether the accounts to be transmitted to the Commission for the 20xx EAGF financial year ended DD/MM/YYYY are true, complete and accurate in all material respects as regards total net expenditure charged to the EAGF; and 

· Whether, based on our work to review the Paying Agency's compliance with the accreditation criteria, the internal control procedures of the Paying Agency have operated satisfactorily  as regards the EAGF.
Our audit was conducted between DD/MM/YYYY and DD/MM/YYYY. A report on our findings is delivered at the same date as the date of this certificate. 
[Date of issue of certificate]
[Auditor’s signature, name and position]

[Name and address of Certifying Body]
E. 
CERTIFICATE
REPORT OF THE CERTIFYING BODY TO THE [NAME OF PAYING AGENCY]

We have audited the annual accounts
 of the EAGF (final total net expenditure: xxx) and/or EAFRD (final total net expenditure: xxx) for the 20xx EAGF/EAFRD financial year by [name and address of Paying Agency] and assessed the internal control procedures operated by the Agency.
Management’s responsibility for the annual accounts

Management is responsible for the preparation and fair presentation of these annual accounts in accordance with Articles 6, 7 and 8 of Commission Regulation (EC) No 885/2006. This responsibility includes designing, implementing and maintaining internal control relevant to the preparation and fair presentation of annual accounts that are free from material misstatement, whether due to fraud or error.
Responsibility of the Certifying Body

Our responsibility, acting as Certifying Body, is to express an opinion on the annual accounts. We conducted our audit in accordance with Article 5.2 of Commission Regulation (EC) No 885/2006 and International Standards on Auditing. These standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the annual accounts transmitted to the Commission are free from material misstatement.
The audit included an examination, on a test basis, of evidence supporting the information in the annual accounts, and an examination of procedures and of a sample of transactions to obtain audit evidence about the amounts and disclosures in the annual accounts. Our responsibility under Article 5 of Regulation (EC) No 885/2006 extends to providing an opinion on the internal controls; our conclusion is based solely on the results of our assessment of the Paying Agency's compliance with the accreditation criteria as set out in Annex I of Regulation (EC) No 885/2006.  It is not our responsibility to conclude on whether all possible controls are present in the system.

We believe that our work provides a reasonable basis for our audit opinions.

[(Paragraph(s) discussing the disagreement
E.g.: [The EAFRD expenditure] declared by the Paying Agency does not agree with payments and receipts effected during the period (reference: audit report page P).]
Opinions

1.  EAGF: UNQUALIFIED
Wording as per example A.
2.  EAFRD: ADVERSE OPINION
In our opinion, because of the effects of the matters described above:

· The accounts to be transmitted to the Commission for the 20xx EAFRD financial year ended DD/MM/YYYY are not true, complete and accurate as regards total net expenditure charged to the EAFRD; and 

· Based on our work to review the Paying Agency's compliance with the accreditation criteria, the internal control procedures of the Paying Agency have not operated satisfactorily as regards the EAFRD.
Our audit was conducted between DD/MM/YYYY and DD/MM/YYYY. A report on our findings is delivered at the same date as the date of this certificate. 
[Date of issue of certificate]
[Auditor’s signature, name and position]

[Name and address of Certifying Body]
� The unqualified opinion is as per ISA 700 (Revised), paragraph 39.  Modifications are drawn from ISA 701: emphasis of matter (paragraph 5) and the qualified opinions (paragraphs 11-15).  Both ISAs are effective for reporting on or after 31 December 2006.





However, the requirements of ISA 800 ("The Auditor’s Report On Special Purpose Audit Engagements") and International Standard on Assurance Engagements (ISAE) 3000 ("Assurance Engagements Other Than Audits Or Reviews Of Historical Financial Information") should also be taken into consideration when drafting the certificate.


� As per Article 6 of Commission Regulation (EC) 885/2006, as amended by Article 1 of Commission Regulation (EC) 1233/2007.


� As per Article 6 of Commission Regulation (EC) 885/2006, as amended by Article 1 of Commission Regulation (EC) 1233/2007.


� As per Article 6 of Commission Regulation (EC) No 885/2006, as amended by Article 1 of Commission Regulation (EC) 1233/2007.


� As per Article 6 of Commission Regulation (EC) No 885/2006, as amended by Article 1 of Commission Regulation (EC) 1233/2007.


� As per Article 6 of Commission Regulation (EC) No 885/2006, as amended by Article 1 of Commission Regulation (EC) 1233/2007.


� As per Article 6 of Commission Regulation (EC) No 885/2006, as amended by Article 1 of Commission Regulation (EC) 1233/2007.
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