[image: C:\Users\Yasmin\AppData\Local\Microsoft\Windows\INetCache\Content.Word\1-01.png]
Terms of Reference (TOR) for External Audit Services

· Organization: Resonate! Yemen (R!Y)
· Date of Issue: November 26, 2025
· Submission Period for Proposals: December 1–8, 2025
· Deadline for Submission of Proposals: December 8, 2025
· Contact for Inquiries: Procurement Department – [procurement@resonateyemen.org]
· Method of Submission: Exclusively via email to the above address

1. Introduction and Background
Resonate! Yemen (R!Y), a formally registered Yemeni non-profit civil society organization, requests the provision of independent external audit services for the consolidated financial statements of the organization and its projects funded by international donors for the financial year ending December 31, 2025.
Resonate! Yemen is committed to transparency, accountability, and good governance as the foundation for implementing its programs in community development, governance capacity-building, youth development, and community empowerment. The organization relies on international partners for funding, which requires a high level of assurance that funds are used in accordance with grant agreements and internationally recognized accounting and auditing standards.
These Terms of Reference define the scope of work, responsibilities, expected deliverables, and criteria for selecting a qualified and experienced external auditor to execute the audit assignment according to the highest professional standards.
2. Background of the Organization
· Accounting System:
The organization maintains a unified accounting system for the entire organization.
· Required Deliverables:
The organization requires an independent legal audit for:
· The consolidated financial statements of the organization for the financial year 2025.

3. Purpose of the Audit
The primary purpose is to provide an independent, professional, and high-quality opinion from an accredited external auditor on the following:
1. Fair Presentation and Accuracy:
Whether the consolidated financial statements of the organization and the financial statements of each project provide a true and fair view of the financial position, results of operations, and cash flows in accordance with an appropriate accounting framework for non-profit organizations (IFRS or IPSAS as applicable).
2. Compliance with Grant Agreements:
Whether donor funds have been expended in the specified projects in accordance with the objectives, terms, and conditions of the grant agreements with each donor, and to identify any ineligible costs or significant non-compliances.
3. Effectiveness of Internal Controls:
Assessing the adequacy and effectiveness of the internal control system related to financial reporting, asset management, cash management, and compliance with grant policies.
4. Compliance with Policies and Procedures:
Verifying compliance of financial transactions with the organization's internal policies and procedures.
This process aims to enhance the confidence of the Board of Directors, executive management, donors, and other stakeholders in the integrity and reliability of the financial reports of the organization and its projects.

4. Scope of Work for the Auditor
The audit covers all financial activities of Resonate! Yemen and its seven donor-funded projects for the period from January 1 to December 31, 2025. Specifically, it includes:
4.1 Legal Audit of Financial Statements
· Conduct a comprehensive legal audit in accordance with International Standards on Auditing (ISA) for the organization's consolidated financial statements for the financial year 2025, including comparative figures for the previous year where available.
· Conduct a comprehensive legal audit for the separate financial statements or summary financial tables for each of the seven donor-funded projects.
· Evaluate whether the financial statements (consolidated and projects) have been prepared in accordance with applicable accounting standards (IFRS or IPSAS as specified in the grant agreements, with a statement of the basis used) and fairly present the financial position, results of operations, and cash flows.
· Issue a clear audit opinion (unqualified, qualified, adverse, or disclaimer of opinion) in the auditor's report in accordance with the requirements of ISA 700 (Revised) or equivalent, with a clear explanation of the basis for the opinion.
4.2 Standards and Methodology
· Full compliance with the International Standards on Auditing (ISA) issued by the International Auditing and Assurance Standards Board (IAASB).
· Application of a risk-based audit methodology in accordance with ISA 315 (Revised), considering the size and complexity of the organization and its projects.
· Use of appropriate audit procedures, including inspection, observation, external confirmation, recalculation, analytical review, and statistical sampling (in accordance with ISA 530).
· Sufficient and appropriate documentation of audit evidence (working papers) to support the findings and opinion issued, in accordance with ISA 230.
4.3 Review of Compliance with Grant Agreements
· Review and test compliance of each project with the terms and conditions of its grant agreement and related financial documents issued by the donor.
· Identify and document any significant instances of non-compliance, ineligible costs, or financial and procedural violations.
· Evaluate the segregation and management of donor funds in accordance with the requirements of each donor.
4.4 Evaluation of Internal Control Systems and Accounting Environment
· Evaluate and document the understanding of the internal control system related to financial reporting (in accordance with ISA 315).
· Evaluate the adequacy and effectiveness of controls related to:
· Accuracy and completeness of accounting records (general ledger, subsidiary ledgers for projects).
· Performance of periodic bank reconciliations.
· Collection of revenues and disbursement of expenses (including payroll).
· Acquisition, possession, and disposal of fixed assets.
· Cash management.
· Compliance with grant policies and approvals.
· Identify any significant deficiencies in internal controls (Significant Deficiencies) or material weaknesses (Material Weaknesses) that require reporting in the management letter.
4.5 Substantive Procedures and Detailed Testing
· Perform substantive audit procedures on significant account balances and transactions, focusing on high-risk areas.
· Verify the accuracy and validity of revenues and expenses (including project costs) through examination of a representative sample of supporting documents (invoices, contracts, payment orders, receipts, payroll, etc.).
· Verify the existence and valuation of fixed assets.
· Conduct a comprehensive analytical review of financial ratios, trends, and comparisons with budgets and prior periods to identify and investigate unexpected variances.
· Test the limits and rules of funding for each donor project.
4.6 Verification of Accounting Basis
· Determine and evaluate the accounting basis used in preparing the consolidated financial statements and project financial statements (accrual basis or modified cash basis).
· Verify the consistent application of International Financial Reporting Standards (IFRS) or International Public Sector Accounting Standards (IPSAS) as stipulated in the grant agreements and the organization's accounting policies, with appropriate disclosure of any deviations.
4.7 Communication with Management
· Hold an entrance meeting with executive management and financial officers before the commencement of fieldwork to clarify the scope, methodology, and timeline.
· Maintain continuous communication throughout the audit process regarding any significant matters or control weaknesses identified.
· Hold an exit meeting upon completion of fieldwork to present preliminary findings and discuss any required adjustments or clarifications to the financial statements and draft management letter.

5. Required Audit Deliverables
The external auditor must provide the following deliverables in both Arabic and English, unless specified otherwise by a particular grant agreement:
5.1 Draft Reports and Financial Statements (Initial Draft Level)
· Draft auditor's report (including the opinion) on the organization's consolidated financial statements.
· Draft auditor's report (or section within the consolidated report) on the financial statements of each of the seven projects, or audited summary financial tables for each project as appropriate to donor requirements and the audit agreement.
· Draft audited consolidated financial statements (statement of financial position, statement of comprehensive income, statement of changes in equity/funds, statement of cash flows, and accompanying notes).
· Draft audited summary financial tables for each project.
· Draft management letter.
5.2 Final Reports and Financial Statements
· Final signed copies of the auditor's report(s).
· Final signed copies of the audited consolidated financial statements and project financial tables.
· Final signed copy of the management letter, which should:
· Clearly state that it is for the use of the organization's management only.
· Provide a comprehensive review of the audit findings.
· Clearly identify any Significant Deficiencies or Material Weaknesses in internal controls, with an explanation of their nature, causes, and potential impact.
· Include actionable and implementable recommendations to address these points.
· Include the organization's management responses (including planned corrective actions and timelines) to each point of weakness and recommendation.
Note: The final reports, financial statements, and management letter should be delivered in printed copies (3 copies) and electronic copies (PDF and editable formats such as Word/Excel where possible).
5.3 Presentation of Results
The auditor should be prepared to present a summary of the audit findings and the essence of the management letter to the organization's Audit Committee and/or Board of Directors in a meeting held after the delivery and review of the final copies by management.
5.4 Working Papers
Complete and organized audit working papers should be retained by the auditor in accordance with ISA 230 for a period of not less than seven (7) years and be available for review by donors or oversight organizations upon request (subject to confidentiality agreements).
5.5 Final Deadline for All Deliverables
The selected audit firm must submit the final signed external audit report, audited financial statements, and management letter no later than February 28, 2026.

6. Applicable Standards and Frameworks
· Auditing Standards:
The audit should be conducted in accordance with the International Standards on Auditing (ISA) issued by the International Auditing and Assurance Standards Board (IAASB), and any additional auditing requirements specified in relevant grant agreements.
· Accounting Standards:
The financial statements should be prepared in accordance with:
· Primary Standard: International Financial Reporting Standards (IFRS), with a focus on the IFRS for Small and Medium-sized Entities (SMEs) framework if appropriate and in line with the organization's policy.
· Alternative for Public Projects: International Public Sector Accounting Standards (IPSAS) if explicitly required by a specific grant agreement.
A consistent accounting basis (accrual or modified cash basis) should be documented and applied across the organization and all projects, with appropriate disclosure.
· Reporting Standards:
The auditor's report should fully comply with the reporting requirements of ISA 700 (Revised) or equivalent.

7. Auditor Qualifications and Eligibility Criteria
Companies or consortia submitting proposals must meet the following qualifications:
· Legal Licensing and Accreditation:
Legally registered and licensed to perform audits in the Republic of Yemen by the relevant regulatory authorities.
· Professional Membership and Standing:
In good standing with a recognized professional accounting/auditing body (e.g., IFAC member body or equivalent local body).
· Independence and Objectivity:
Provide a signed declaration confirming the independence of the firm and its team from Resonate! Yemen and its donors, with full compliance with the independence requirements of local professional law, the International Ethics Standards Board for Accountants (IESBA Code of Ethics), and ISA. Disclose any relationships or circumstances that may impair or appear to impair independence and objectivity.
· Proven Experience:
· At least 5 years of experience in auditing international and local non-governmental organizations (INGOs/LNGOs) and donor-funded development projects.
· Specific experience in auditing organizations funded by donors such as the European Union, USAID, UN Agencies, NED, GCERF, or similar funders.
· Experience in auditing in humanitarian or fragile and conflict-affected settings (preferably in Yemen or similar contexts).
· Technical Knowledge:
· In-depth knowledge and practical application of ISA.
· Strong knowledge of relevant accounting standards (IFRS, IFRS for SMEs, IPSAS) and financial reporting for non-profit organizations.
· Understanding of financial compliance and monitoring requirements of major international grant systems.
· Audit Team:
· An Audit Partner in Charge with at least 10 years of experience in auditing non-governmental organizations, who is a certified public accountant (CPA/CA/ACCA or equivalent) and registered to audit in Yemen.
· An Audit Manager and key auditors with sufficient experience and appropriate professional qualifications.
· Clear organizational chart of the proposed audit team, with detailed CVs for each key member (including qualifications, certifications, years of experience, relevant experience).
· Demonstration of Yemeni staff within the team or the ability to operate effectively in Yemen.
· Resources and Capabilities:
· Evidence of sufficient human and technical resources (including appropriate software) to execute the assignment within the proposed timeline.
· Presence of a main office or operational branch in Aden or any other governorate under the control of the legitimate Yemeni government recognized internationally, capable of providing logistical and professional support to the team.
· Reputation and References:
· At least three references from international or local non-governmental organizations audited within the last three years, with complete contact details.
· A clean professional record without significant convictions or penalties related to integrity or quality of work.

8. Proposed Timeline
The following updated timeline assumes completion of the selection and contracting process in December 2025 and is subject to final agreement with the selected auditor:
· December 8, 2025: Deadline for receipt of proposals.
· By December 20, 2025: Completion of evaluation and selection procedures, and notification of award.
· January 2, 2026: Commencement of the contract.
· January 3–10, 2026: Audit planning, review of prior year’s audit working papers (if applicable), and submission of the initial information and document request list.
· January 11–31, 2026: Main fieldwork at the organization's headquarters and/or field offices as needed.
· February 1–10, 2026: Preparation of draft audit reports, financial statements, and management letter.
· February 11, 2026: Submission of the first drafts to management for review and response.
· February 12–20, 2026: Discussion of drafts with management, receipt of management's responses to issues raised (including responses to the management letter).
· February 21–27, 2026: Final adjustments, preparation of final versions of the reports, financial statements, and management letter.
· February 28, 2026: Final deadline for the delivery of signed final copies (auditor's reports, audited financial statements, management letter) to the organization.
· First week of March 2026: Presentation of results to the Audit Committee/Board of Directors (if requested).
This is a proposed timeline and requires final coordination with the selected auditor.

9. Proposal Submission Requirements
The proposal submitted by the service provider should include, clearly organized and coordinated, the following:
1. Cover Letter:
· Formal address to Resonate! Yemen.
· Expression of interest in executing the assignment.
· Confirmation of full understanding of the TOR requirements.
· Commitment to the proposed timeline and budget.
· Brief mention of key qualifications and relevant experience.
· Full name, location, and contact details of the company (including phone and email of the authorized person).
· Signature of the legal representative or authorized delegate.
2. Company Profile:
· Full legal name, year of establishment, main address, and branch addresses (if any).
· Legal and organizational structure.
· Main service offerings.
· Professional certifications and memberships in local/international bodies.
· Number of employees and qualified professional staff.
3. Technical Proposal:
· Clear understanding of the TOR requirements.
· Methodology and Work Plan: Detailed description of how the required scope of work (Section 4) will be executed, including:
· Risk assessment methodology.
· Internal control testing methodology.
· Substantive procedures and sampling methodology.
· Grant compliance review methodology.
· Reporting and management letter preparation methodology.
· Project Management Plan: Team structure, roles and responsibilities, communication channels with the organization.
· Detailed Work Schedule: Task breakdown over the contract period.
· Quality Management: Description of procedures followed to ensure audit quality and compliance with standards.
· Any valuable suggestions or comments for improving the audit process or TOR (optional but welcomed).
4. Team Qualifications:
· CV of the Responsible Partner.
· CVs of key team members (Manager, Supervisor, Senior Auditors).
· Organizational chart of the audit team.
5. Relevant Experience:
· List of the most relevant audit engagements (within the last 3–5 years) for non-governmental organizations funded by donors, especially those funded by similar donors.
6. Independence Declaration:
· Signed declaration confirming independence and disclosing any actual or potential conflicts of interest.
7. Financial Proposal:
· Breakdown of professional fees by main stages/tasks.
· Any additional costs (travel, accommodation, etc.), if applicable.
· Total amount (currency, tax status, applicable tax rate).
· Payment terms and schedule.
· Validity of the offer (recommended 90 days).
8. Mandatory Supporting Documents:
· Valid commercial registration certificate.
· Valid tax card and tax registration certificate.
· Valid license to practice auditing/accounting from the relevant Yemeni regulatory authority.
· Certificates of membership in local/international professional bodies (if any).
· Official authorization letter if the proposal is submitted by someone other than the legal representative.
· For international firms: proof of a subsidiary office or official representation in Yemen, or a partnership agreement with a licensed local firm (with the same documents provided for the local firm).

10. Evaluation and Selection Criteria for Proposals
The evaluation will be based on the overall quality of the proposal, with the following relative weights:
	Criterion
	Relative Weight
	Notes

	A. Technical Quality and Methodology Suitability
	40%
	Understanding of TOR, methodology, work plan, quality management

	B. Firm Experience and Relevant Specific Experience
	15%
	NGO/donor audit experience, especially in Yemen or similar contexts

	C. Qualifications and Experience of the Proposed Team
	15%
	Qualifications and experience of partner and key team members

	D. Competitive and Clear Financial Proposal
	30%
	Value for money, clarity, reasonable payment terms

	Total
	100%
	


· Any proposal not meeting the mandatory requirements (basic qualifications, supporting documents) will be disqualified.
· Incomplete proposals or those received after the deadline will be disqualified.
· Interviews may be conducted with the highest-ranked firms (shortlisted firms) for clarification or negotiation before the final decision.
· The organization reserves the right to reject any or all proposals or cancel the procurement process without stating reasons.

11. Submission Procedures and General Conditions
· Deadline:
Complete proposals must be received electronically at [procurement@resonateyemen.org] by December 8, 2025.
· File Format:
The technical and financial proposals should preferably be submitted as separate PDF files. Supporting documents may be merged into one or more PDF files. CVs can be submitted as individual or merged PDF files. Please avoid sending large compressed files (ZIP/RAR) unless requested.
· Email Subject:
The subject of the email should clearly state:
"Proposal for External Audit Services 2025 – [Auditor's Company Name]".
· Inquiries:
Any technical or procedural inquiries should be directed in writing only to [procurement@resonateyemen.org] no later than December 5, 2025. Responses to significant inquiries may be communicated to all interested applicants.
· Confidentiality:
The organization is committed to maintaining the confidentiality of all proposals and information submitted during this process. Applicants are likewise required to maintain the confidentiality of these documents.
· Contract Duration:
The duration of the contract and performance requirements will be determined through negotiation with the selected applicant, in line with the timeline in Section 8.
· Compliance with Policies:
The selected auditor must comply with Resonate! Yemen's relevant policies during the execution of the assignment.
· Governing Law and Dispute Resolution:
The contract will be subject to the laws of the Republic of Yemen. The mechanism for dispute resolution will be specified in the contract.

Resonate! Yemen Foundation
· Address: Yemen, Aden
· Email: info@resonateyemen.org
· Website: www.resonateyemen.org

Sources (APA)
International Auditing and Assurance Standards Board. (2023). International standards on auditing (ISA). IAASB.
International Accounting Standards Board. (2023). International financial reporting standards (IFRS). IFRS Foundation.
International Public Sector Accounting Standards Board. (2023). International public sector accounting standards (IPSAS). IPSASB.
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