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1. Objective and principles

On-site financial spot checks undertaken by Humanitarian Financing Unit (HFU) staff, by a representative on behalf of the HFU with appropriate financial and administrative skills or by external consultants on their behalf are referred to as “spot checks.” Spot checks by HFU staff and special audits by audit firms may be conducted and documented on a routine basis, or when warranted due to concerns about the functioning of a partner’s internal controls. This can be triggered at any stage of the project. Either after the financial reports have been submitted or because the financial reports are not submitted on time.. 

This terms of reference (ToR) refers to financial spot checks and may be combined with spot checks related to other resources (e.g. supplies), and/or with other programme monitoring activities.   A financial spot check should be conducted based on the risk level of the partner and the operational modality of the Fund. However, it is advisable that at least one spot check per implementing partner (IP) per year be conducted. If significant weaknesses are identified during the spot check, HFU may decide to increase the scope and frequency of future spot checks or to conduct a special audit. 

2. Scope

The spot check will assess the soundness of the internal controls and the accuracy of the financial records by the IP. It is very important to keep in view that spot check is not an audit. Financial spot check is to be performed only for ongoing projects since the closed or implemented projects are subject to external audit. This should not be confused with the Partner Capacity Assessment which is primarily done to establish partner eligibility and done prior to project has been granted to the IP.  However, it is recommended that any financial information collected at the time of Partner Capacity Assessment is verified, in case not already done earlier, during the financial spot check.  

The scope of the spot check may be adjusted to the specific needs of each assignment. Spot checks of IPs with internal controls assessed as weak, or spot checks made in response to a particular concern may be more detailed, than those of IPs whose management capacity has been rated as high. For IPs having more than one project, it is possible to have spot check considering one or more project at the same time

Prior to the spot check, members of the spot check team should review all financial and narrative reports from the partner for the specific project. However, if the partner is implementing multiple projects, it might also be useful to consider the reports from other projects along with any relevant progress reports. The team should also be familiar with the findings of the capacity assessment of the implementing partner (if done in the past), reports of relevant field monitoring visits, available audits reports and other documentation that may help to understand the IP’s internal controls and supported activities.

A spot check may be completed in one working day, but based on the level of expenditure and types of concerns, it may be extended. The review should take place at the IP’s location (where IP has financial records and concerned staff).  

To the extent possible, schedules of planned spot checks should be shared with the concerned IP. For each spot check, sufficient advance notice should always be provided to the IP, together with a copy of the TORs. 

3. Check-list

Spot checks include the following tasks:
· Review a sample of the expenditures reported during the period under review. The review should include, but not  limited to,  following steps:
· Reconcile the expenditure totals, per activity, on the list of individual transactions (i.e. the Implementing Partner’s accounting records).
· It is recommended to check the approved project budget, as per approved categories with the IP to see if the separate expenditure is being recorded. 
· Select a sample of receipts from the Agencies, assess whether they were deposited into the Implementing Partner’s bank account by verifying the bank statement.
· Select a sample of transactions; review the reasonableness of the expenditure through discussions with management.
· Verify the other internal financial controls which can be, but not limited to: 
· Bank signatories
· Bank reconciliation records
· List of authorized signatories in the organization and their levels
· Book keeping of financial documents
· Financial manuals
· Administrative manuals
· Accounting system/software in use
· Level of training and experience of finance team

For a sample of disbursements:
· Review the adequacy of supporting documentation (e.g. invoices, purchase orders, receipt of goods, bank transfers/checks, bank statements) to ensure that it is consistent with the description of the transaction (per the accounting records) and that it is consistent with the activity described in the approved budget.
· Verify if there is adequate segregation of duties in processing the transactions. 
· Verify if payment vouchers are authorized and checks are signed by the designated officials.
· Review mathematical computation of individual payments and total payments against the expenditures.
· Check the detailed expenditure against the approved budget.  If there is any deviation from the budget, assess whether they were authorized.
· Check the dates of the supporting documents to ensure that the expenditure was incurred during the period under review, as per the approved project document/log frame/budget
· Update the status of recommendations from the capacity assessment or previous audits. 
· Optional: review internal controls, especially when these might have changed compared to the Capacity Assessment or previous audits.
· Discuss the findings of the review with the designated official of the Implementing Partner.   

4. Report

Following the completion of the spot check, a report will be prepared containing: 
· A summary of the findings, with the indication of risks.
· A list of transactions tested. For any exceptions the report should list, by Agency, the payment details and the nature of the exception.
· Recommendations to the Implementing Partner.
· Final comments by the Implementing Partner.
· HFU to enter the relevant recommendations in the Grant Management System (GMS) monitoring module once financial spot check report is finalized. 
· It is strongly recommended that spot check reports should be shared with external auditors before audit commences. 

Annexes

Reporting template

Financial Spot Check Report Template

	BACKGROUND INFORMATION



	Country
	

	Name of the Partner
	

	Project Reference Number
		

	Project Title
	

	Location of the project
	




	Spot Check Preparation Checklist

	Task / Sample
	Status
	Remarks

	

	Total value of the Project
	


	Total disbursement received by the IP (prior to spot check)
	


	Actual expenditure (if reported)

	

	Was an interim financial report submitted by IP for this project?
	YES/ NO
	


	Was the interim financial report reviewed?
	YES/ NO
	


	Was there any concern/issues identified in report reviewed?
	YES/ NO
	


	Was the capacity assessment/due diligence of the partner reviewed before mission?
	YES/ NO
	


	Was the mission announced to partner at least 5 working days in advance?
	
YES/ NO
	

	Partner has an approved financial manual

	YES/ NO
	

	Partner has an approved administrative manual

	YES/ NO
	

	Partner has an approved procurement manual

	
YES/ NO
	




AREAS OF MONITORING

	Bank reconciliation (frequency, system in place).
	



	What is the frequency (monthly or other?)
	

	What action is taken on bank reconciliation?
	

	Segregation of duties, signatories and levels
	



	Does the IP have clearly established 
	

	
	

	Record keeping?
	



	Cash management ?
	



	Skills of finance team?
	



	Verification of internal financial controls?
	

	Type of accounting system/software in use
	



	Level of training in Finance team on use of accounting software/tools
	

	
	




	Task / Sample
	Status
	Findings / Comments

	Review of a sample of the expenditures reported during the period under review

	Reconciliation of the expenditure totals, per activity, on the list of individual transactions (i.e. the Implementing Partner’s accounting records).
	
	

	Verify whether funds were deposited into the Implementing Partner’s bank account by verifying the bank statement
	
	




	Evaluation of Samples

	Review of  supporting documentation (e.g. invoices, purchase orders, receipt of goods, bank transfers/checks, bank statements) to ensure that it is adequate and consistent with the description of the transactions (per the accounting records) as well as the activity described in the approved budget
	
	

	Verification if there is adequate segregation of duties in processing the transactions.  
	
	

	Verification if payment vouchers are authorized and checks are signed by the designated officials
	
	

	Review mathematical computation of individual payments and total payments against the expenditures
	
	

	Check the detailed expenditure against the approved budget.  If there is any deviation from the budget, assess whether they were authorized
	
	

	Check the dates of the supporting documents to ensure that the expenditure was incurred during the period under review, as per the approved AWP
	
	

	Update the status of recommendations from the Micro-assessment or previous audits
	
	

	Optional: review internal controls, especially when these might have changed compared to the Micro-Assessment or previous audits
	
	

	Discuss the findings of the review with the designated official of the Implementing Partner
	
	




Summary:




Recommendations:




Final Comments by the Implementing Partner:










	The report was prepared by:

	Name
	Title
	Signature
	Initial
	Date

	
	
	
	
	

	
	
	
	
	

	Acknowledged and Commented by the Implementing Partner:

	
	
	
	
	

	Certified by:

	
	Fund Manager, HPF - UNOCHA xxxxx
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