
Audit protocol MDG3                                                   version 27 october 2009 
 
Copro 9254  

AVT09/BZ95526 1 

Appendix 2: Audit protocol for MDG3 grants 

 
1. Frame of reference 
 
1.1 Background to MDG3 
With the MDG3 Fund, the Minister for Development Cooperation is 
stepping up efforts to secure equal rights and opportunities for women 
and girls. The fund is intended for organisations, including private 
enterprises, which operate nationally, regionally and/or internationally, 
and in particular organisations located in developing countries. The fund 
awards grants for proposals aimed at improving rights and opportunities 
for women and girls in developing nations in Africa, Latin America and 
Asia. The fund’s specific purpose is to bring about improvements in 
gender equality and to empower women, with the focus on securing 
property and inheritance rights for women, promoting employment and 
equal employment opportunities, increasing women’s participation in 
politics and public administration, and stopping violence against 
women. 
 
1.2 Regulations 
Referring to the order of the Minister for Development Cooperation of 
28 February 2008, no. DJZ/BR-0164/08, establishing policy rules for the 
provision of grants on the basis of the Ministry of Foreign Affairs Grant 
Regulations 2006 (MDG3 Fund: Investing in Equality): 
 
The policy rules appended to this order apply to grants awarded under 
one or more provisions of the Ministry of Foreign Affairs Grant 
Regulations 2006 with a view to achieving the third international 
Millennium Development Goal by 2015. 
 
2. Audit objectives 
 
2.1 The audit should be carried out in accordance with generally 
accepted auditing standards (ISA). 
 
2.2 The specific objectives for the auditor’s opinion are as follows: 
 
2.2.1 To give an opinion on the financial statement, in particular 
whether it presents an accurate and complete picture of revenue and 
expenditure in accordance with generally accepted accounting principles 
and in agreement with the conditions laid down in the decision as far as 
related to the preparation of the financial statement.  
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2.2.2 To identify and report any indications of unlawful acts, and any 
substantive matters that do not meet the financial conditions of the 
grant decision. 
 
2.2.3 To report every observation, noticed during the audit, whether 
the grant recipient has spent the grant in accordance with the 
objectives of the grant and has satisfied in every substantive respect 
the other conditions laid down in the decision  
 
2.3 The objective for the board report (management letter) is to 
evaluate the administrative organisation and internal control structure 
of the grant recipient and identify any matters worthy of mention, 
including any material shortcomings in the internal control system 
related to the accuracy and completeness of revenue and expenditure. 
This evaluation will be performed as far as it is necessary for the audit 
of the financial statement, but will be performed in more depth when 
indications of shortcomings will be noticed. 
 
 
3. Audit 
 
3.1 Planning of the audit 
The auditor should draw up an audit plan based on a risk analysis, 
which should include an examination of the administrative organisation 
and internal control structure, an analytical review and a substantive 
investigation, together with a check on compliance with all grant 
conditions. 
 
If the project has previously been audited, the auditor should assess 
the follow-up to the findings and recommendations of previous audits 
which are relevant to the audit approach for the coming period, and 
should establish whether proper and timely corrective action was taken 
by the grant recipient. 
 
The auditor should take account of the 3% tolerance for expenditures: 
 
 

Auditor’s 
report 
 

Unqualified 
opinion 

Qualified 
opinion 

Disclaimer 
of opinion 

Adverse 
opinion 

Material 
misstatements in 
the grant report 

<3% >3% < 6% - >6% 

Uncertainties in 
the audit 

<3% >3% <10% >10% - 
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3.2 Implementation 
 
3.2.1 The auditor should audit the accuracy and completeness of the 
financial statement on the basis of the audit plan and generally 
accepted accounting principles, and check compliance with grant 
conditions in order to issue an auditor’s report. 
 
3.2.2 The auditor should request a letter of representation from the 
grant recipient’s management stating that, to the best of its knowledge, 
the financial statement encompasses all transactions and receipts, is 
accurate and complete in every respect and that all grant conditions 
have been met. As a part of this letter of representation the 
management should confirm compliance with art. 9 of the grant 
decision: ‘The grant recipient must not offer to third parties or seek or 
accept from or be promised by third parties, for himself or for any other 
party, any gift, remuneration, compensation or benefit of any kind 
whatsoever, which could be interpreted as an illegal or corrupt practice.’ 
However the auditor is not kept to give an opinion whether the 
information in the letter of representation is accurate and complete. 
 
If the auditor finds evidence of an illegal or corrupt practice, the auditor 
should proceed in accordance with ISA 240 (the auditor’s 
responsibilities relating to fraud in an audit of financial statements).  
 
3.2.4 The auditor should ensure that the audit file contains sufficient 
documents of an appropriate and relevant nature and should record the 
audit procedures used and the results obtained in the file. 
 
3.2.5 If the grant recipient has contracted out some of the activities 
covered by the grant, the auditor should establish whether checks have 
been made regarding the implementation of these activities and the 
associated charges. 
 
3.2.6 Any restrictions on the scope of the audit should be mentioned in 
the auditor’s report. 
 
4. Reporting 
 
4.1 Auditor’s report 
The auditor’s report should include the following: 
 
4.1.1 The aim and scope of the financial audit, the audit criteria applied, 
where relevant, and any restrictions imposed on the scope of the audit. 
 
4.1.2 The certified financial statement including disclosures and the 
accounting principles applied. 
 
4.1.3 An auditor’s report stating clearly the auditor’s opinion of the 
financial statement. In the case of an unqualified auditor’s report, the 
text mentioned in appendix I should be used. 
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4.1.4 In the case of a qualified auditor’s report, the auditor should 
indicate: 
- if possible the influence on the transactions and receipts included in 
the financial statement;  
- the grant conditions that have not been met. 
 
4.2 Board report 
A board report (management letter) regarding the evaluation of the 
administrative organisation and internal control structure of the grant 
recipient, identifying any matters worthy of mention, including any 
material shortcomings in the internal control system related to the 
accuracy and completeness of revenue and expenditure. 
 
5. Review 
 
The minister reserves the right to review the audit. The auditor 
concerned should assist this review and supply the reviewer with all 
relevant documents relating to the audit. 
 
6. Audit files 
 
The audit firm must keep an orderly and accessible audit file. It should 
keep the files for a period of seven years from the date of completion of 
the audit. 
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Appendix I 
 
Sample text for unqualified opinion on grant report 
 
To: appropriate addressee 

AUDITOR’S REPORT  

Introduction 
We have audited the accompanying grant report of  … (name of entity) 
in … (statutory seat) over … (period/year). The management of the 
entity1 is responsible for the preparation of the grant report. Our 
responsibility is to express an opinion on the grant report based on our 
audit. 

Scope 
We conducted our audit in accordance with ISA and the audit protocol 
for MDG3 grants. This requires that we plan and perform our audit to 
obtain reasonable assurance about whether the grant report is free 
from material misstatement. An audit includes examining sufficient and 
appropriate evidence on a test basis. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Conclusion 
In our opinion, the grant report presents, in all material respects, an 
accurate and complete picture of revenues in accordance with generally 
accepted accounting principles and in agreement with the conditions 
laid down in the decision as far as related to the financial statement.2 

Other matters – restriction of distribution and use3 
The grant report of … (name of entity) and our auditor’s report thereon 
are intended solely for the Ministry of Foreign Affairs of the Netherlands 
and are not suitable for other purposes. 
 
Place, date 
Name of audit firm 
Name auditor and his signature 
Initials for identification purposes 
 

 
1 Depending on the type of entity, to be replaced by a more suitable term like ‘the board of …’, 

‘association’, ‘foundation’ etc. 
2 To be complemented with a reference to the grant decision. 
3 Anticipating the implementation of ISA 800 (revised), this paragraph is optional. 


