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Directorate J. Audit of agricultural expenditure

J.5. Financial audit



Brussels, 

Guidelines for the certification audit of the EAGF/EAFRD accounts 
Guideline N° 7 - the Certifying Body's opinion on the Statement of Assurance pursuant to Article 8 of Council Regulation (EC) No 1290/2005
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1. Purpose

This document aims to give guidance to Certifying Bodies (CBs) as to the steps they should take in assessing, and expressing an opinion on, the Statement of Assurance provided by the Director of each Paying Agency (PA) pursuant to Article 8 of Council Regulation (EC) No 1290/2005. This guidance is either derived directly from the mentioned legal provisions, or constitutes recommendations by the Commission services to the Member States. 
This Guideline should be read in conjunction with Guideline No.4 – "The Statement of Assurance to be provided by the Director of the Paying Agency."  It will be reviewed on a periodic basis.
2. Background

Legislative environment

Certifying Bodies are required to send to the Commission an opinion on the Statement of Assurance (SoA) signed by the PA Director (PAD), as per Commission Regulation (EC) No 885/2006, Article 5(4), second subparagraph point (b).
3. the Certifying body's Assessment of the Statement of Assurance
In assessing the SoA, the CB should first establish whether it has been drawn up and signed in accordance with the requirements of Annex II and Article 3 of R.885/2006, and Guideline no. 4, section 3.  In particular, it should assess the appropriateness and adequacy of the support for the SoA.  Per Guideline 4, section 3, last paragraph:
"Within the overall system for the management and control of agricultural expenditure and the assurance which can be derived from that system as regards the legality and regularity of the underlying transactions, it is essential that the director discloses the basis on which the SoA has been established. Therefore each SoA should be accompanied by a list set out in Annex No 1 informing concisely about the documents and work performed which formed the basis of the SoA. This list should be limited to a brief description of the subject matter of the respective document. In contrast, it should not include a summary of the content of the document nor should the document as such be attached to the statement of assurance. Similar information should be given on the work performed by the director of the PA before signing his statement. 

Moreover, the director of the PA is asked to complete the table set out in Annex No 2 by providing an analysis of the control statistics (including any controls at second level
). Only in a limited number of cases further explanations are expected, theses cases are also defined in Annex No 2 of this guideline."
The CB should assess whether the supporting information used in the establishment of the SoA provides a sufficient basis and justification for the SoA, and that it is consistent with the information it has obtained during the course of its audit.

It should then consider the following questions:
If reservations have been made by management:
· Do they represent a material issue?

· Has their nature been clearly described and any financial effects (real or potential) quantified?

· For each reservation, is a remedial action plan clearly indicated, with a timetable for resolution?

· Is each reservation consistent with the results of the CB's own work (and its reported audit findings) in respect of the particular audit population tested?

· In the view of the CB, should additional reservations have been made?

· If the reservation made does not fully meet the requirements of Guideline 4, has it been disclosed in a separate document attached to the SoA as per point 6 of that Guideline?

If reservations have not been made by management:

· Has the CB's audit work in one or more of the audit populations produced results indicating that the PAD should have made a reservation (e.g. that there is material error in the population(s) tested)?
· In the view of the CB, should any reservations have been made?

4. the Certifying body's Opinion on the Statement of Assurance

In its opinion, the CB should indicate:
· whether the contents of the declaration are consistent with the results of its own work in each of the populations referred to in point 4.3 of Guideline No.4;
· whether the supporting information accompanying the Statement of Assurance is adequate;
· (if applicable) whether the PAD's reservations have been correctly disclosed;

· (if applicable) which audit population(s) should, in its opinion, have received a reservation, but did not;
· (if applicable) which audit population(s) did receive a reservation that was not required (i.e. the underlying issue(s) was/were not material);
· whether, in its opinion, the SoA complies in all material respects with Article 3 of Regulation (EC) No 885/2006 (Commission Guideline no.4) for the financial year 16/10/xx to 15/10/xx+1.
A set of possible opinions is presented in the Annex.  These are broadly consistent with the opinions used in the CB's own certificate on the accounts.
5. ANNEX – Examples of Opinions on the Statement of Assurance

The "base" reporting template is the "unqualified opinion" (A1).  Textual variations in the other opinions are shown in bold.

A1.  UNQUALIFIED OPINION
Report of the Certifying Body to the [Paying Agency]

We have reviewed the Statement of Assurance prepared by the Director of [PA] for the financial year 16/10/xx to 15/10/xx+1.
Management’s Responsibility for the Statement of Assurance
The Director of the Paying Agency is responsible for the preparation and fair presentation of this Statement of Assurance in accordance with Article 3 of Commission Regulation (EC) No. 885/2006.  This responsibility includes an assessment as to the truth, completeness and accuracy of the annual accounts submitted to the Commission, and an assessment as to whether the control system established by Paying Agency management provides reasonable assurance as to the legality and regularity of underlying transactions.
The Director of the Paying Agency should base his/her assessment upon all information at his/her disposal.  This includes the work of the internal audit service.  Appropriate supporting information should therefore accompany the Statement of Assurance, as set out in section 3 of Guideline no. 4. 
Responsibility of the Certifying Body
Our responsibility, acting as Certifying Body, is to express an opinion on whether this Statement of Assurance complies with Article 3 of Commission Regulation 885/2006 (Commission Guideline no.4), based on an assessment of:

· its consistency with the results of our own audit work; and 

· the adequacy of the supporting information accompanying the Statement of Assurance.
We have assessed whether there was a need for reservations to be made, and whether the presence or absence of such reservations was consistent with our own audit findings.
[If applicable] We have also assessed whether the reservations have been made in accordance with Article 3 of Commission Regulation 885/2006 (Guideline no.4), including (if necessary) separate disclosure as per section 6 of that Guideline.
We believe that our work provides a reasonable basis for our opinion.
Opinion

In our opinion, the Statement of Assurance complies in all material respects with Article 3 of Regulation 885/2006 (Commission Guideline no.4) for the financial year 16/10/xx to 15/10/xx+1.
[Date of issue of the opinion]

[Auditor’s signature, name and position]

[Name and address of Certifying Body]
A2.  UNQUALIFIED OPINION – Emphasis of Matter

Report of the Certifying Body to the [Paying Agency]

We have reviewed the Statement of Assurance prepared by the Director of [PA] for the financial year 16/10/xx to 15/10/xx+1.

Management’s Responsibility for the Statement of Assurance

The Director of the Paying Agency is responsible for the preparation and fair presentation of this Statement of Assurance in accordance with Article 3 of Commission Regulation (EC) No. 885/2006.  This responsibility includes an assessment as to the truth, completeness and accuracy of the annual accounts submitted to the Commission, and an assessment as to whether the control system established by Paying Agency management provides reasonable assurance as to the legality and regularity of underlying transactions.

The Director of the Paying Agency should base his/her assessment upon all information at his/her disposal.  This includes the work of the internal audit service.  Appropriate supporting information should therefore accompany the Statement of Assurance, as set out in section 3 of Guideline no. 4.
Responsibility of the Certifying Body
Our responsibility, acting as Certifying Body, is to express an opinion on whether this Statement of Assurance complies with Article 3 of Commission Regulation (EC) No 885/2006 (Commission Guideline no.4), based on an assessment of:

· its consistency with the results of our own audit work; and

· the adequacy of the supporting information accompanying the Statement of Assurance.
We have assessed whether there was a need for reservations to be made, and, whether the presence or absence of such reservations was consistent with our own audit findings.

[If applicable] We have also assessed whether the reservations have been made in accordance with Article 3 of Commission Regulation (EC) No 885/2006 (Guideline no.4), including (if necessary) separate disclosure as per section 6 of that Guideline.
We believe that our work provides a reasonable basis for our opinion.
Opinion

In our opinion, the Statement of Assurance complies in all material respects with Article 3 of Regulation (EC) No 885/2006 (Commission Guideline no.4) for the financial year 16/10/xx to 15/10/xx+1.
Without qualifying our opinion we draw attention to the reservation concerning XXXX.  In our view, this reservation was not required, as our audit work showed the amount(s) at risk to be not material.

[Date of issue of the opinion]

[Auditor’s signature, name and position]

[Name and address of Certifying Body]
B.  QUALIFIED OPINION – DETECTED DIFFERENCES
Report of the Certifying Body to the [Paying Agency]

We have reviewed the Statement of Assurance prepared by the Director of [PA] for the financial year 16/10/xx to 15/10/xx+1.

Management’s Responsibility for the Statement of Assurance

The Director of the Paying Agency is responsible for the preparation and fair presentation of this Statement of Assurance in accordance with Article 3 of Commission Regulation (EC) No 885/2006.  This responsibility includes an assessment as to the truth, completeness and accuracy of the annual accounts submitted to the Commission, and an assessment as to whether the control system established by Paying Agency management provides reasonable assurance as to the legality and regularity of underlying transactions.

The Director of the Paying Agency should base his/her assessment upon all information at his/her disposal.  This includes the work of the internal audit service.  Appropriate supporting information should therefore accompany the Statement of Assurance, as set out in section 3 of Guideline no. 4.
Responsibility of the Certifying Body
Our responsibility, acting as Certifying Body, is to express an opinion on whether this Statement of Assurance complies with Article 3 of Commission Regulation (EC) No 885/2006 (Commission Guideline no.4), based on an assessment of:

· its consistency with the results of our own audit work; and

· the adequacy of the supporting information accompanying the Statement of Assurance.
We have assessed whether there was a need for reservations to be made, and, whether the presence or absence of such reservations was consistent with our own audit findings.

[If applicable] We have also assessed whether the reservations have been made in accordance with Article 3 of Commission Regulation (EC) No 885/2006 (Guideline no.4), including (if necessary) separate disclosure as per section 6 of that Guideline.
We believe that our work provides a reasonable basis for our opinion.
In our testing of EAGF items not covered by IACS, we detected material differences between the amounts reported in the accounts and the underlying records.  The budget posts concerned appear on page X of our audit report.
The Director of the Paying Agency should have made a reservation in the Statement of Assurance in this respect.

Opinion

In our opinion, except for the differences described in the preceding paragraph, the Statement of Assurance complies in all material respects with Article 3 of Regulation (EC) No 885/2006 (Commission Guideline no.4) for the financial year 16/10/xx to 15/10/xx+1.
[Date of issue of the opinion]

[Auditor’s signature, name and position]

[Name and address of Certifying Body]
C.  QUALIFIED OPINION – SCOPE LIMITATION

Report of the Certifying Body to the [Paying Agency]

We have reviewed the Statement of Assurance prepared by the Director of [PA] for the financial year 16/10/xx to 15/10/xx+1.

Management’s Responsibility for the Statement of Assurance

The Director of the Paying Agency is responsible for the preparation and fair presentation of this Statement of Assurance in accordance with Article 3 of Commission Regulation (EC) No 885/2006.  This responsibility includes an assessment as to the truth, completeness and accuracy of the annual accounts submitted to the Commission, and an assessment as to whether the control system established by Paying Agency management provides reasonable assurance as to the legality and regularity of underlying transactions.

The Director of the Paying Agency should base his/her assessment upon all information at his/her disposal.  This includes the work of the internal audit service.  Appropriate supporting information should therefore accompany the Statement of Assurance, as set out in section 3 of Guideline no. 4.
Responsibility of the Certifying Body
Our responsibility, acting as Certifying Body, is to express an opinion on whether this Statement of Assurance complies with Article 3 of Commission Regulation (EC) No 885/2006 (Commission Guideline no.4), based on an assessment of:
· its consistency with the results of our own audit work; and

· the adequacy of the supporting information accompanying the Statement of Assurance.
[If applicable] We have also assessed whether the reservations have been made in accordance with Article 3 of Commission Regulation (EC) No 885/2006 (Guideline no.4), including (if necessary) separate disclosure as per section 6 of that Guideline.
We did not observe… [  See page Y of the audit report.]  This impacted upon our attempts to assess whether there was a need for reservations to be made, and, whether the presence or absence of such reservations was consistent with our own audit findings.

We believe that our work provides a reasonable basis for our opinion.
Opinion

In our opinion, except for the (possible) need for a reservation in the Statement of Assurance due to the uncertainty over… , the Statement of Assurance complies in all material respects with Article 3 of Regulation (EC) No 885/2006 (Commission Guideline no.4) for the financial year 16/10/xx to 15/10/xx+1.
[Date of issue of the opinion]

[Auditor’s signature, name and position]

[Name and address of Certifying Body]
D.  DISCLAIMER OF OPINION - SCOPE LIMITATION
Report of the Certifying Body to the [Paying Agency]

We have reviewed the Statement of Assurance prepared by the Director of [PA] for the financial year 16/10/xx to 15/10/xx+1.

Management’s Responsibility for the Statement of Assurance

The Director of the Paying Agency is responsible for the preparation and fair presentation of this Statement of Assurance in accordance with Article 3 of Commission Regulation (EC) No 885/2006.  This responsibility includes an assessment as to the truth, completeness and accuracy of the annual accounts submitted to the Commission, and an assessment as to whether the control system established by Paying Agency management provides reasonable assurance as to the legality and regularity of underlying transactions.

The Director of the Paying Agency should base his/her assessment upon all information at his/her disposal.  This includes the work of the internal audit service.  Appropriate supporting information should therefore accompany the Statement of Assurance, as set out in section 3 of Guideline no. 4.
Responsibility of the Certifying Body
Our responsibility, acting as Certifying Body, is to express an opinion on whether this Statement of Assurance complies with Article 3 of Commission Regulation (EC) No 885/2006 (Commission Guideline no.4), based on an assessment of:
· its consistency with the results of our own audit work; and

· the adequacy of the supporting information accompanying the Statement of Assurance.
We were unable to examine payment authorisation procedures, due to limitations placed on the scope of our work by the Paying Agency.  We cannot therefore assess the accuracy of the Statement of Assurance in this respect.
Opinion

Because of the significance of the matter discussed in the preceding paragraph, we do not express an opinion whether the Statement of Assurance complies in all material respects with Article 3 of Regulation (EC) No 885/2006 (Commission Guideline no.4) for the financial year 16/10/xx to 15/10/xx+1.
[Date of issue of the opinion]

[Auditor’s signature, name and position]

[Name and address of Certifying Body]
E.  ADVERSE OPINION

Report of the Certifying Body to the [Paying Agency]

We have reviewed the Statement of Assurance prepared by the Director of [PA] for the financial year 16/10/xx to 15/10/xx+1.

Management’s Responsibility for the Statement of Assurance

The Director of the Paying Agency is responsible for the preparation and fair presentation of this Statement of Assurance in accordance with Article 3 of Commission Regulation (EC) No 885/2006.  This responsibility includes an assessment as to the truth, completeness and accuracy of the annual accounts submitted to the Commission, and an assessment as to whether the control system established by Paying Agency management provides reasonable assurance as to the legality and regularity of underlying transactions.

The Director of the Paying Agency should base his/her assessment upon all information at his/her disposal.  This includes the work of the internal audit service.  Appropriate supporting information should therefore accompany the Statement of Assurance, as set out in section 3 of Guideline no. 4.
Responsibility of the Certifying Body
Our responsibility, acting as Certifying Body, is to express an opinion on whether this Statement of Assurance complies with Article 3 of Commission Regulation (EC) No 885/2006 (Commission Guideline no.4), based on an assessment of:
· its consistency with the results of our own audit work; and

· the adequacy of the supporting information accompanying the Statement of Assurance.
We have assessed whether there was a need for reservations to be made, and, whether the presence or absence of such reservations was consistent with our own audit findings.

[If applicable] We have also assessed whether the reservations have been made in accordance with Article 3 of Commission Regulation (EC) No 885/2006 (Guideline no.4), including (if necessary) separate disclosure as per section 6 of that Guideline.
We believe that our work provides a reasonable basis for our opinion.
Our testing revealed material errors in audit population no. 5 (EAFRD schemes not compatible with IACS).  Controls over payment authorisation and execution were found to be extremely weak.  This has led to a considerable processing backlog, and no remedial action has been proposed or taken by management during the year.  The total amount of expenditure involved (€XXXX) is material at population and Fund level.
Accordingly, the Director of the Paying Agency should have made a reservation in the Statement of Assurance.

Opinion

In our opinion, because of the effects of the matters described in the preceding paragraphs, the Statement of Assurance does not comply with Article 3 of Regulation (EC) No 885/2006 (Commission Guideline no.4) for the financial year 16/10/xx to 15/10/xx+1.
[Date of issue of the opinion]

[Auditor’s signature, name and position]

[Name and address of Certifying Body]
� 	e.g. controls carried out and/or re-performed by the internal audit service of the PA.
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