[bookmark: Cover][bookmark: _Toc266201314][bookmark: _Toc266201350][bookmark: _Toc266202671][bookmark: _Toc269847053][bookmark: _Toc270062117][bookmark: _Toc113612262][bookmark: _Toc114548446]
[bookmark: _Toc113785357][bookmark: _Toc113791119][bookmark: _Toc113792139][bookmark: _Toc114730140][bookmark: _Toc146184298][bookmark: _Toc266201315][bookmark: _Toc266201351][bookmark: _Toc266202672]AUDIT ENGAGEMENT INSTRUCTIONS
[bookmark: _Toc113785358][bookmark: _Toc113791120][bookmark: _Toc113792140][bookmark: _Toc114730141][bookmark: _Toc146184299]Norwegian Refugee Council (NRC)

	Group
	Norwegian Refugee Council (NRC)

	As at and for the period ending
	31.12.2024

	Group (referring) auditor
	BDO AS, Norway

	[bookmark: _Hlk72488718]Date issued
	May 2024

	Period and/or date covered by the work of the component auditor
	1.1.2024-31.12.2024

	Type of engagement to be performed on component financial information (reporting package)
	Audit of component financial information





[bookmark: _Toc399061245][bookmark: _Toc399061354][bookmark: _Toc399234972][bookmark: _Toc399235115][bookmark: _Toc399248010][bookmark: _Toc399248093][bookmark: _Toc493910405][bookmark: _Toc493910840][bookmark: _Toc74744843][bookmark: Here]
TABLE OF CONTENTS
1.	Introduction and general information	2
2.	Key members of component engagement team	3
3.	Group background	3
4.	Scope of engagement	3
5.	Timetable	3
6.	Communications	4
7.	Involvement in the work of the component auditor	5
8.	Reporting package template	6
9.	Auditing and accounting standards	6
10.	Materiality	6
11.	Significant audit and accounting issues	8
12.	Planning memorandum	9
13.	Highlights memorandum	9
14.	Summary of corrected and uncorrected misstatements	10
15.	Letter of representation	10
16.	Communications with those charged with governance and management letter	10
17.	Subsequent events review	11
18.	Audit report on statutory financial statements (if applicable)	11
19.	Documentation, File assembly/archiving and record retention	12
APPENDIXES (to be used for reporting to group auditor)	13


[image: BDO_Logo_RGB 100%]




1. [bookmark: _Toc493910407][bookmark: _Toc146184300]Introduction and general information
[bookmark: _Hlk74040633]We have been engaged to perform an audit of the consolidated financial statements of NRC, including its entities outside Norway (“the Group”) as of 31st December 2023 and for the period then ended. The Group prepares its financial statements in NOK in accordance with Norwegian Generally Accepted Accounting Procedures (NGAAP). 
These Instructions are designed to inform you, as the component auditor of NRC of the work we require you to perform for the purpose of the group audit. The Instructions outline, among other areas, audit procedure requirements, key reporting deadlines and audit deliverables to be submitted to us as the group auditor. Accordingly, we ask that the appropriate members of the engagement team in your office read these instructions carefully.
Any concerns that you may have regarding these instructions should be resolved immediately by contacting the group audit engagement team (as outlined in the table below). Also, please inform the group engagement manager immediately of any items in the instructions which you believe are incorrect. Additionally, please contact us with any comments, suggestions for improvements, or questions on these instructions.
The group audit team will call all country auditors for a live webinar where we will address any questions or misconceptions related to the instructions. The date for the webinar will be announced in due course.  

	CONTACT
	NAME
	LOCATION
	E-MAIL

	Group engagement partner
	Terje Tvedt
	Oslo, Norway
	Terje.tvedt@bdo.no 

	Supervisor
	Maria Voroshnina
	Oslo, Norway
	mavo@bdo.no 

	Primary contact
	Kristoffer Søderblom Jensen

	Oslo Norway
	kristoffer.soderblom.jensen@bdo.no
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2. [bookmark: _Toc493910408][bookmark: _Toc146184301]Key members of component engagement team
Please inform us of the contact details for key members of the component engagement team using the template provided in Appendix B.

3. [bookmark: _Toc493910409][bookmark: _Toc146184302]Group background
NRC is Norway’s largest independent international humanitarian organization. NRC promotes and protects the rights of refugees and people who have been displaced within their own country. They take action during situations of armed conflict and engage in other contexts where their competences will add value. NRC’s main activity is the delivery of humanitarian aid through programme activities in the field. NRC specialises in six programme areas, or core competences – Shelter, Food Security, Information, Counselling and Legal Aid (ICLA), Education, Protection and Water, Sanitation and Hygiene (WASH). 
NRC’s head office is located in Oslo, Norway. NRC’s country programmes are managed and coordinated by five regional offices; Middle East region based in Amman, the East Africa and Yemen region in Nairobi, the Central and West Africa region based in Dakar, and the Asia, the Asia and Latin America based in Oslo and the Central and eastern Europe region in Warsaw. In addition, NRC has representational offices in Brussels, Geneva, Washington, London and Berlin.
More information about NRC can be found on the following website: https://www.nrc.no/ 
4. [bookmark: _Toc493910410][bookmark: _Toc146184303]Scope of engagement
For the purposes of the group audit, we have determined the work you are to perform, the use to be made of that work, and arrangements for coordinating efforts at the initial stage and during the audit, including our planned involvement in your work, as follows:
Audit of component financial information
The component auditors are required to ensure that the overall component audit strategy and plan incorporates the additional considerations set out in these instructions where applicable.

5. [bookmark: _Toc493910411][bookmark: _Toc146184304]Timetable
The following table details the items which are to be submitted to the group engagement team with their respective due dates. Certain items are to be compiled in a standard format and included as appendices to these instructions. 
NB: Reporting formats for which we do not require a standard format are indicated in parentheses. Appendixes are provided as addendums to these instructions. 




	DESCRIPTION OF COMMUNICATION
	APPENDIX
	DUE DATE

	Acknowledgement of covering letter, group audit engagement instructions pack and confirmation of independence
	A
	01.12.2024

	Key members of component engagement team
	B
	01.12.2024

	Component audit planning memorandum or equivalent documentation
	(C)
	01.12.2024

	Related party transactions
	D
	15.02.2025

	Reporting package 
	F
	15.02.2025

	Highlights memorandum or equivalent documentation
	G
	15.02.2025

	Summary of corrected and uncorrected misstatements
	I
	15.02.2025

	Auditor’s report 
	J
	15.02.2025

	Letter of representation
	K
	15.02.2025

	Audit reports on statutory financial statements (if applicable)
	(N)
	15.02.2025

	Communications with those charged with governance and management letter
	(L)
	15.02.2025

	Subsequent events 
	M
	08.04.2025




6. [bookmark: _Toc493910412][bookmark: _Toc146184305]Communications
All correspondence, communication, memos, reports and management letters are to be written in English. 
To minimize the time and effort involved in administrating the multi-location group engagement and to facilitate communication among the auditors servicing the engagement, we will use the BDO Portal, to gather data for the worldwide audit of NRC. This platform allows users to access, download and/or return documents for the group’s global audit. 
Access to the BDO Client Portal is provided under the following internet address:
https://portal.bdo.no 
In case of problems with access, please contact Kristoffer Søderblom (primary contact) immediately.
For each reporting requirement and/or group procedure outlined in these instructions you will have to:
· Read the task description and follow the instructions, including completing and then uploading the relevant reporting documents or templates.
· For every component that requires a reporting package, each task needs to be completed. 
· All necessary reporting documents, which must be submitted by the component auditors, are included on the online platform for the group audit for each task, as a download template. Examples of these templates are attached in the Appendices to these instructions for your information.
· Please sign, scan and save/convert all required documents as a PDF file and attach these files to the respective task.
· Even when using the online platform, we insist on receiving documents which bear an original signature of the auditor in charge. We prefer all documents in PDF format, in order to receive originally signed documents via the platform. If possible, please do not use any other format than PDF for a scanned document. 
· If you do not have these technical opportunities, we ask you to send hard copies of your signed documents via e-mail. 
All other general communication (questions, problems arising etc.) besides the reporting via the BDO Client Portal for the group audit will be made by e-mail using the primary contact information provided.

7. [bookmark: _Toc527710047][bookmark: _Toc37074365][bookmark: _Toc146184306]Involvement in the work of the component auditor
We intend to use the work performed by you as audit evidence to support our group audit opinion. 
As the group engagement team, we are responsible for the direction, supervision and review of the group audit. It is part of our responsibility to design an overall group audit strategy and group audit plan which may extend to the review of the component auditors’ documentation of significant risks, proposed audit procedures, audit tests and findings and other documentation as considered relevant.
We are responsible for determining the nature, timing, and extent of our involvement in your work, which will depend on various factors, including: (i) the significance of the component to the group audit; and (ii) our understanding of the component auditor, including assessment of the professional competence of the component audit firm and the individuals assigned to the group audit.
When you are performing an audit of a significant component (i.e. a component that is of individual financial significance to the group or a component that, due to its specific nature or circumstances, is likely to include significant risks of material misstatement (SRMMs) of the group financial statements) for purposes of the audit of the group audit, we will be involved in your risk assessment procedures at the component level by:
· Discussing with you or component management those of the component’s business activities that are significant to the group;
· Discussing with you the susceptibility of the component to material misstatement of the financial information due to fraud or error;
· Reviewing your documentation of, or discussing with you, your identified and assessed SRMMs of the group financial statements (whether Engagement Level Risks (ELRs) or Inherent Risks of Material Misstatement (IRMMs)). Such documentation may take the form of a memorandum that reflects your conclusions regarding the identified significant risks; and
· Coordinating and reviewing your audit work programs to ensure that your planned audit procedures at the component level are adequately designed to respond to the identified risks of material misstatement (ELRs or IRMMs) and are consistent with our expectations and requirements to support the group audit opinion.
· Further, when you are performing work in response to identified SRMMs of the group financial statements, we are required to evaluate the appropriateness of the audit procedures performed and the results thereof.
To demonstrate our involvement in the work of the component auditor, we may request remote access to your audit work papers or request selected audit work papers to be sent to us for review, where permissible. Where legal restrictions prohibit us from being able to remotely review your audit work papers in critical audit areas, including areas involving SRMMs to the group financial statements, we may need to perform on-site visits to perform reviews of component audit work papers. In such cases, we will inform you of our plans separately and outside of these instructions.


8. [bookmark: _Toc493910414][bookmark: _Toc146184307]Reporting package template
The reporting package template provided by NRC is to be used by the component management for the preparation of the special purpose financial information (or reporting package) of the component. See section 9 for reporting GAAS and GAAP. 
9. [bookmark: _Toc493910415][bookmark: _Toc146184308]Auditing and accounting standards
Generally Accepted Auditing Standards (GAAS)
We will be conducting our audit of the consolidated financial statements in accordance with the international auditing standards. We request you to perform your procedures in accordance with the ISAs and the specific requirements according to these instructions. This is also reflected in the report that we require from you in Appendix J.
Generally Accepted Accounting Principles (GAAP)
[bookmark: _Hlk48799294]The NRC Financial Handbook describes the accounting policies to be applied by your audit for the purpose of preparing the reporting package of the CO. We have assessed the compliance of the NRC Financial Handbook with Norwegian Generally Accepted Accounting Procedures (NGAAP).
Please ensure that the audit is based on the latest available version of the NRC Financial Handbook (Financial Handbook version 2.5). 

10. [bookmark: _Toc493910416][bookmark: _Toc146184309]Materiality
Component materiality for your component has been established, see specification for the relevant Country Offices in the table below. 




	Country / Region
	Country Code
	Materiality (USD)

	ALAR
	
	

	Afghanistan
	AF
	3 000 000

	Colombia
	CO
	3 000 000

	Honduras
	HN
	1 500 000

	Iran
	IR
	1 500 000

	Myanmar
	MM
	1 500 000

	
	
	

	CEE
	
	

	Poland
	PL
	1 500 000

	Moldova
	MD
	1 500 000

	Ukraine
	UA
	4 500 000

	
	
	

	CWA
	
	

	Cameroon
	CM
	1 500 000

	DR Congo
	CD
	2 200 000

	Mali
	ML
	1 500 000

	Nigeria
	NG
	2 200 000

	
	
	

	EA&Y
	
	

	Ethiopia
	ET
	1 500 000

	Somalia
	SO
	2 200 000

	South Sudan
	SS
	2 200 000

	Sudan
	SD
	2 200 000

	Yemen
	YE
	3 000 000

	
	
	

	ME
	
	

	Iraq
	IQ
	3 000 000

	Jordan
	JO
	2 200 000

	Lebanon
	LB
	3 000 000

	Palestine
	PS
	1 500 000

	Syria (SCO)
	SR
	2 200 000

	Syria (SRO)
	SY
	3 000 000


· Specific performance materiality / performance materiality can be determined by you as the component auditor but cannot exceed 75% of your component materiality.

· The threshold above which misstatements cannot be regarded as clearly trivial to the group financial statements is 5% of component materiality.   
When reporting to us in accordance with section 5, you will be expected to provide a list of all corrected and uncorrected misstatements, including disclosure misstatements, identified during your work performed on the component reporting package. This list need not include misstatements that are below the clearly trivial threshold mentioned above.
You will also be expected to provide a reason why management has not corrected any uncorrected misstatements.

11. [bookmark: _Toc493910417][bookmark: _Toc146184310]Significant audit and accounting issues
Significant risks of material misstatement
Our risk assessment procedures at the group level identified the following relevant SRMMs. We are informing you of these risks in relation to the scope of your procedures on the financial statements of the component for purposes of the group audit:
· Risk of fraud
· The risk for fraud is heightened in relation to the use of project funds from donors. Special care should be given to this risk in planning and performing the audit. 
If there are other significant risks of material misstatements (“RMMs”) that you have identified during your risk identification and assessment procedures that you believe to be significant for the group financial statements but which are not included above or any other matters that you believe should be brought to our attention please notify us immediately.
Please provide a summary of how you have audited the above mentioned SRMMs and your findings / conclusion using Appendix G (Highlights memorandum).
If there are SRMMs (whether ELRs or IRMMs) that you have identified during your risk identification and assessment procedures that you believe to be significant for the group financial statements, but which are not included above, or any other matters that you believe need to be brought to our attention, please notify us immediately.  
If additional SRMMs relating to the group financial statements, due to fraud or error, are identified by us during the course of our audit and we believe those SRMMs are relevant to the scope of your procedures at the component level, we will communicate those additional SRMMs and changes in the group audit plan, if any, to you as soon as practicable.

Other areas of audit emphasis
· Improper payments or business practices (fraud risk) 
It is NRC group policy not to perform acts which are illegal in the countries in which they operate. Should you become aware of any contravention of this policy, you should report this directly to us and in your Highlights Memorandum or equivalent documentation. Please inform us immediately of any instances of suspected fraud so that we may discuss these with corporate management and evaluate their possible effect on the group financial statements. 

· Revenue recognition 
All auditors are requested to audit revenue recognition in consideration of the requirements of local GAAP.

12. [bookmark: _Toc493910424][bookmark: _Toc146184311]Planning memorandum
We require a separate Planning memorandum or equivalent documentation for each component for which you are responsible. The Planning memorandum includes, at a minimum, the following information:
Significant accounting and auditing issues and a brief discussion of your plan to address them.
Identified SRMMs (including ELRs and IRMMs), whether due to fraud or error, of the financial statements of the component assigned to you and the work planned to address these risks.
Details of any significant deficiencies identified in the entity’s system of internal control.
Your preliminary analytical review (ensure you provide details as to the financial information used in your work (e.g., figures at a date other than year-end)).
A summary of the overall audit strategy.
Planned use of (internal or external) experts and/or specialists.
Other matters of significance as deemed appropriate.
When significant changes have taken place since the prior period, the Planning memorandum must include a description of significant changes in the client’s business, markets, and other environmental factors as well as significant changes in the entity’s system of internal control.
The Planning memorandum may also, but is not required to, include a description of the client’s business or routine administrative matters such as staffing and other logistics.

13. [bookmark: _Toc493910426][bookmark: _Toc146184312]Highlights memorandum
The Highlights memorandum or equivalent documentation includes the following items: 
Audit/review scope, materiality and audit opinion/review opinion (if applicable)
Key audit matters for inclusion in the component’s auditor’s report (if applicable)
Business issues, including external and internal environmental factors etc.
Significant matters identified during the audit/review, including fraud related matters
Tax/VAT matters (if applicable) 
Summary of misstatements
Outstanding matters.
An example of a Highlights memorandum is attached as Appendix G. 


14. [bookmark: _Toc493910428][bookmark: _Toc146184313]Summary of corrected and uncorrected misstatements
Misstatements include errors, fraud and judgmental differences. Report all misstatements above the clearly trivial threshold as detailed in section 10 to local management as they arise. Encourage management to correct all proposed adjustments arising from your procedures. 
All misstatements above the clearly trivial threshold specified in section 10 whether corrected or uncorrected are to be included in the Summary of corrected and uncorrected misstatements. This shall clearly distinguish between corrected and uncorrected misstatements.  Explain each misstatement adequately as to the nature of the difference. 
Please also report misstatements of a qualitative nature above a clearly trivial threshold (for example, missing disclosures, presentation errors, etc.) on the Summary of corrected and uncorrected misstatements.
The format we ask you to use to report the misstatements is included as Appendix I.
If, during the course of your work, you have not identified any misstatements, corrected or uncorrected, please confirm this to us.
15. [bookmark: _Toc493910429][bookmark: _Toc146184314]Letter of representation
Prior to issuing the report as required in section 5, a Letter of Representation for the reporting package information of the component must be obtained from component management, using the sample representation letter in Appendix K as guidance or any other appropriate format.
You are required to inform us of any exceptions noted in the written representations that you request from component management.


16. [bookmark: _Toc493910430][bookmark: _Toc146184315]Communications with those charged with governance and management letter 
If the Communications with those charged with governance and the Management letter are written in a language other than English or the language set out in section 6, only summaries in English or the language detailed in section 6 are required to be sent to us. Furthermore, and whenever possible, such translations are agreed upon with local management to avoid misunderstandings resulting therefrom.
Communications with those charged with governance
Please provide details of matters that you have either communicated or are expecting to communicate with those charged with governance. Please forward us a copy of the communications with those charged with governance. If you have not sent any communications to those charged with governance, you must inform us of this within the same reporting deadlines.
Management letter
In addition to, and independent of the audit report, the Auditor shall report on legal compliance and internal financial control weaknesses and give recommendations to NRC’s management as in accordance with the instructions and format in the Group Audit Instructions.
 The Management Letter should include deficiencies noted under the following headlines: 
1)	Internal control and fraud
2)	Civil/criminal litigation
3)	Laws and regulations
4)	Supporting documents
Status and management action on deficiencies from the previous year’s management letter should also be commented.
All deficiencies should have a risk ranking (Low-Medium-High). To clarify issues raised in the report, a draft of the management letter shall be submitted to the Country Director for comments. The Country Director’s comments shall be included by the Auditor in the final management letter that will be submitted by February 15th together with the audit report. The Country Director may postpone this deadline in special circumstances, after having received approval by the Director of Finance. 
The final management letter, the audit report and the consolidation package should be shared with the Country Director and the Finance Manager in the country, in addition to BDO through the portal.
Please also provide details of matters that you have either communicated or are expecting to communicate with those charged with governance.
If the comments are written in a language other than English for local use, only summaries in English should be sent to us. Furthermore, and whenever possible, such translations should be agreed upon with local management in order to avoid misunderstandings resulting there from.
17. [bookmark: _Toc493910432][bookmark: _Toc146184316]Subsequent events review
The auditors are requested to provide a list of significant events that occurred subsequent to the date of their report/reporting on the reporting package up to the date of the auditors’ report on the consolidated financial statements. Procedures must be performed to ensure that no significant post audit event requires adjustment or disclosure in the financial statements.
We ask you to confirm the performance of a subsequent events review in the format provided in Appendix M - Subsequent events review. 
We ask you to notify us about any subsequent event(s) that you become aware of between the date of your report on your work on the special purpose financial information of the component [or completion of your fieldwork] and the group reporting date indicated above, that would result in an adjustment to the reporting package of the above component or result in any change to your reporting to us or may require an adjustment to or disclosure in the group financial statements using the format provided in Appendix M - Subsequent events notification. 


18. [bookmark: _Toc493910433][bookmark: _Toc146184317]Audit report on statutory financial statements (if applicable)
Upon completion of your statutory audit, we ask that you send us a copy of the signed statutory Auditor’s Report (this is in addition to the reporting on the work on the reporting package. This is only applicable if such a report is required locally.)

19. [bookmark: _Toc526330090][bookmark: _Toc146184318]Documentation, File assembly/archiving and record retention 

[bookmark: _Toc37074390][bookmark: _Toc74050651]Audit documentation requirements
Audit documentation is to be prepared in accordance with ISA 230.
[bookmark: _Toc37074391][bookmark: _Toc74050652]Archiving and record retention requirements
Our group audit report release date is expected to be on May 1, 2025. Accordingly, we plan to assemble a complete and final set of audit documentation 60 days therefrom (i.e., the group auditor’s archiving date) in accordance with our firm policy.
· File assembly / archiving due date for group purposes: To support our reporting and archiving due dates above, you are required to assemble a complete and final set of component audit documentation that supports our group audit opinion within 7 days of the group audit report date.
Where applicable, component auditors are reminded that if the statutory audit opinion on the component’s statutory financial statements is different from group audit opinion date, the component auditor will need to separately archive all component audit documentation that supports our group audit opinion by the above archiving date, and separately archive a complete set of working papers necessary to support the additional reports issued by the component auditor.
· Archive confirmation: Upon completion of file assembly/archiving your audit file, please provide us with evidence that you have met the deadline requirement note above, which may be in the form of a screenshot of the assembled/archived audit file.
· Retention: All component audit documentation (including those kept in a hard copy or electronic medium) that are necessary or appropriate to support our group audit report should be retained for a period of 7 years from the date of our group audit report, unless a longer period is required by applicable law. 













[bookmark: _Toc146184319]APPENDIXES (to be used for reporting to group auditor) 

	Description                                                 
	Links (press the document to open)

	A - Acknowledgement and Confirmation Of Independence
	Link

	B - Key Members
	Link

	D - Related party transactions
	Link

	F - Reporting Package
	Link

	G - Highlights Memorandum
	Link

	I - Summary of Misstatements
	Link 

	J - Audit Report
	Link

	K - Letter of Representation
	Link

	M1/M2 - Subsequent Events Review & Notification 
	M1 - M2
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