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0 Introduction
This Manual is an internal document of the Ministry of Finance of the Republic of Montenegro defining the responsibilities and procedures in the Sector for Financing and Contracting of EU Assistance Funds (CFCU) in regard to the first level control (FLC) of the transnational and cross-border cooperation programmes in Montenegro running under shared management model. The responsibility to organise and conduct the FLC is defined in the Article 108 of IPA IR ((EC) No 718/2007), which places the obligation of the participating countries to such controls in line with Structural Funds Implementing Regulation ((EC) No 1828/2006).

Each Managing Authority of the three relevant transnational and cross-border co-operation programmes has prepared programme-level FLC Guidelines for the participating countries and required the participating countries to develop their FLC systems in line with these. Therefore, the purpose of this Manual is to integrate the programme-level procedures and documents into the internal procedures of CFCU and provide a systematic and coherent overview of all the procedures relevant for FLC in Montenegro.

The structure of the Manual reflects the organisational elements of FLC in Montenegro, which are common to all the relevant programmes, as well as specific sets of procedures characteristic for each of the programmes separately.

In this sense, the chapter “Institutional Framework”, which describes the system of shared management as defined in IPA regulation, lists the relevant legal and procedural documents and describes programme level and national level structure for the management of the transnational and cross-border programmes is common to all 3 programmes. 

The same goes for the chapter on “Internal Organisation of the Control Body”. The chapter contains basic information on internal organisation of Ministry of Finance and CFCU as the Control Body: description of mission and core tasks in relation to FLC, organigrammes, explanation of the model of ensuring the segregation of duties in line with the regulation and job descriptions for controllers.

Chapter on “Procedures for verification of expenditure” presents the key documents and procedures (annexed with the relevant formats) for each of the 3 programmes separately. This chapter is the core procedural chapter and it carries the key information and documents for functioning of the FLC system in Montenegro in line with the programme-level guidance.

The final chapter on “Irregularities and Recoveries” contains description of programme level and national level procedures for irregularities detection and reporting.

Since the internal procedures of CFCU need to be kept in line with the programme-level procedures, it is of great importance that CFCU staff keeps close track of the changes in programme-level environment, procedures or document formats and updates the Manual accordingly. 

The methodology to be used for updating the manual

(1) Changes in FLC Manual

Upon noticing data in the Manual that needs to be changed, the person who detected that changes are required will notify the Head of CFCU (PAO) and prepare proposal of change in writing for regular CFCU staff meetings. 

(2) Types of changes

Changes can be considered as small (not substantial one) and large. Small changes (e.g. one row in a checklist), will be inserted by the person who noticed it, after prior approval of the PAO and without changing the number of the version. 

Substantial changes need to be discussed in staff meetings and agreed upon, following the approval of the PAO who also nominate and appoint a person in charge, who needs to prepare and insert the changes into the Manual in the given period of time.

(3) Procedure of changing the Manual

After the change has finally been approved (as described in (2) above) it needs to be inserted into the latest version. The Register of Modifications needs to be filled in the following format:
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The changed document will be marked with the new number of updated version in the header of the document. 

The final step is to convert the document into .pdf form and designated person who was in charge of preparing the Register of Modification would ensure appropriate filing of the Manual.  

1 Institutional framework
1.1 Description of the shared programme management system 

According to IPA Implementing Regulation
, under component 2 – Cross-Border Co-operation, there are two types of Cross-Border Programmes (CBPs):

a)  Programmes between Members States (MSs) and one or more IPA beneficiary countries

b)  Programmes between two or more IPA Beneficiary countries.

Programmes between IPA Beneficiary countries are managed separately, according to decentralised or centralised management system respectively, whereby each of the participating countries has it’s own Operating Structure (OS) and each of the OSs is responsible for implementation of contracts of beneficiaries from their respective part of the programme area.

Programmes with MSs, however, are implemented according to the shared management, whereby authorities in the Member State of the programme bear responsibility for implementation of the cross-border programme as a whole and single contract is signed with Lead Partner/Beneficiary. The rules of these programmes are de facto a modification of ERDF rules and are represented in a separate chapter of IPA Implementing Regulation (Chapter 2, Section 2, Articles 101 – 138). 

In addition to these two types of cross-border programmes, cross-border cooperation component of IPA programme supports participation of the beneficiary countries in the transnational ERDF programmes under European Territorial Cooperation objective.
 Unlike IPA cross-border co-operation programmes, these programmes are funded by 2 different funding instruments and are hence defined by 2 different sets of regulations (ERDF and IPA). The framework for management of transnational programme that combine ERDF and IPA funding has undergone a change since the beginning of the financial perspective. Namely, in the original IPA IR from 2007 it was foreseen that “The rules governing the participation of beneficiary countries in the above programmes shall be established in the relevant financing agreements”
. Financing Agreements for IPA beneficiary countries in the period 2007 – 2009 foresaw that these programmes are implemented separately, i.e. in a centralised or decentralised management system in IPA beneficiary countries, while the Member States had a shared management regime for ERDF funds amongst themselves. 

As of the second term of the financial perspective and with the amended IPA Implementing Regulation in January 2010
, a form of shared management principle is introduced to the transnational programmes (TPs). Article 86 of IPA Implementing Regulation is rephrased to state: “The rules governing the participation of beneficiary countries in the above programmes shall be established in the relevant programming documents and/or in the relevant financing agreements, as appropriate.” The new version of the regulation thus gives relative flexibility to the participating countries to define the implementing modalities for cooperation in ERDF/IPA transnational programmes, but for all the programmes management by the Member State is introduced.

Each CBP and TP has the following joint institutions:
· Managing Authority (MA)
 - responsible for overall programme management as well as each step of the project cycle apart from those ensured by the CA and AA

· Certifying Authority (CA)
 - responsible for certifying to the EC that programme expenditure is regular and correct; responsible for requesting and receiving funds from the EC and, usually, passing them on to project beneficiaries as appropriate

· Audit Authority (AA)
 – responsible for issuing audit opinions on the relevant programme on the basis of financial and system audits (“second level control”)

· Group of Auditors consisting of representatives of participating countries who advise AA in performance of the 2nd level control
· Joint Monitoring Committee (JMC) for programme oversight and decision making

· Possibly, a  Joint Steering Committee (JSC) to select projects

· A Joint Technical Secretariat (JTS), to support the programme institutions and beneficiaries, particularly the MA;
 

· 1 or more Info-Points (or antennae) in the participating country/ies where the JTS is not located; such Info-Points are in fact part of the JTS and their objectives are therefore the same.
In addition to these, there is usually a set of separate institutions in each of the partner countries:
Additionally, countries participating in a programme are obliged to assign a Control Body, i.e. Body responsible for Control of expenditure in line with the IPA IR requirements (or a set of controllers, if a decentralised approach to control is taken). Montenegro has, in a Government Conclusion of 31 March 2011 No.03-3143/3 assigned the Central Finance and Contracting Unit (CFCU) in the Ministry of Finance to perform the role of Control Body for all the 3 programmes running under shared management system (MED, SEE, ADRIATIC).

In most cases, individual participating countries set up a “national authority”
 which acts as that country’s counterpart to the MA. It’s roles can differ, but it usually represents the participating country in the programme by signing the MoU or other relevant agreements and ensures that tasks are performed on its territory if they cannot be secured by programme bodies and ensures national representation on programme committees (i.e. JMC and JSC). Government of Montenegro has de facto given a similar role to the Ministry of Foreign Affairs and European Integration by assigning it with the tasks of participation in programme management and project selection (by providing representatives in the Joint Monitoring/Selection Committees of the programmes).
Montenegrin national representative in the Group of Auditors is assigned from the Audit Authority in Montenegro (State Audit Institution). 
Figure 1 - Joint and national bodies in shared management cross-border and transnational programmes
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Montenegro participates in one cross-border co-operation programme with a Member State: IPA Adriatic CBC (Adriatic); and two transnational programmes: South East Europe (SEE) and Mediterranean (MED).
For IPA Adriatic CBC, shared management implies the following:

· Each project selected will result in only 1 contract between the Managing Authority (MA) and the Lead Beneficiary (LB). Funds will be transferred from the Certifying Authority (CA) to the LB. LB signs a partnership agreement with other beneficiaries/partners and transfers the funds to the other project partners. 
· The funds allocated to the programme through different country financial allocations are not divided in the programme budget. They are used as the same pot of funds divided to projects selected jointly in a joint Call for Proposal regardless of the country of origin of the LBs and other Beneficiaries/Partners.

· Allocations for technical assistance (TA) under the CBP may be used to finance tasks performed by Montenegrin bodies, i.e. Control Body and Info-Point(s). Montenegro also has to insure its share of national contribution to co-financing of the TA expenditure.
· Although programme management is centralised, control systems are not. Each country sets up its own control system and designates controllers responsible for verifying the legality and regularity of expenditure declared by each final beneficiary participating in the operation – “first level control” (FLC).

· Responsibility for preventing, detecting and correcting irregularities ad recovering amounts unduly paid, as well as notification of these instances to the Commission remains with each of the participating countries.

· Each participating IPA beneficiary country signs a Multiannual Financing Agreements with the Commission. Montenegro has signed an Agreement for 2007- 2009.

· In shared management programmes, participating countries sign a Memorandum of Understanding with the country managing the programme to regulate mutual obligations.

For transnational programmes, at the moment of preparation of this document, the precise modalities of the shared management arrangements are not completely defined. In SEE, most likely, there will be:

· One multiannual financing agreement for all the IPA beneficiary countries, signed by EC, Managing Authority and IPA Beneficiary countries (and no Memorandum of Understanding is signed between MA and IPA Beneficiary Countries)

· One subsidy contract signed with a Lead Partner from MS, referring to both the ERDF and IPA funds, while LP will sign Partnership Agreements with other partners, including those from IPA countries and transfer the

In MED, most likely, there will be:

· Multiannual financing agreements signed by EC with each IPA Beneficiary Country

· An MoU (Agreement on the Implementation of the Transnational Territorial Cooperation Programme MED) to be signed between all the IPA Beneficiary Countries, MA and CA

· One subsidy contract signed with a Lead Partner from MS, separate contracts signed with IPA beneficiaries
It is, however, certain that, by the same token as in ADRIATIC programme, in both of the relevant transnational programmes, each participating country sets up its own control system and designates controllers responsible for first level control.
1.2 List of relevant documents and regulation for programme management

1.2.1. EU regulation

· the Council Regulation (EC, Euratom) No. 1605/2002 of 25 July 2002 on the Financial Regulation applicable to the general budget of the European Communities and its amendments

· Council Regulation (EC) 1085/2006 establishing an instrument for pre-accession assistance (IPA)

· Commission Regulation (EC) 718/2007 implementing the above mentioned Council Regulation

· Regulation (EC) No 80/2010 of 28 January 2010 amending the above mentioned Commission Regulation ((EC) 718/2007)

· Regulation (EC) No. 1080/2006 of the European Parliament and of the Council of 5 July 2006 on the European Regional Development Fund and amendments

· Regulation (EC) No. 1083/2006 of 11 July 2006 laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund and amendments

· Regulation (EC) No. 1828/2006 of 8 December 2006 settling out rules for the implementation of Council Regulation (EC) No. 1083/2006 laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund, and of Regulation (EC) No. 1080/2006 of the European Parliament and of the Council on the European Regional Development Fund and amendments
1.2.2. Montenegrin national legislation and documents
· Government Conclusion of 31 March 2011 No.03-3143/3 in line with Information on establishment of the First Level Control system for multilateral cross-border programmes in which Montenegro participates

· Description of Control Systems for SEE, MED and Adriatic programmes

· ….

1.2.3.   Agreements with European Commission

· Framework agreements between the Government of Montenegro and European Commission on the rules for co-operation concerning EC-financial assistance to each Participating Country in the framework of the implementation of the assistance under the instrument for pre-accession assistance (IPA)

· Financing Agreement concerning IPA Adriatic CBC (2007 – 2009)

· Financing Agreement concerning IPA Adriatic CBC (2010 -2013)?

· Financing Agreements concerning financing of the participation of Montenegro in ERDF Transnational European Territorial Cooperation Programmes SEE Space and Mediterranean Spce from IPA Component 2 for 2007, 2008, 2009

· Financing Agreements for MED and SEE from 2010 onwards?

1.2.4. Operational Programmes and corresponding Manuals and Documents:

· South East Europe Programme

· Transnational Cooperation Programme South East Europe (2007-2013)

· SEE Control Guidelines

· Information on the Control Systems in the Member States of the SEE Programme

· Guidance to the Declaration on validation of expenditure in the SEE Partner Report
· SEE Project Implementation Package

· SEE Subsidy Contract (model)

· SEE Partner Report Tool and Guidelines

· IPA Adriatic CBC Programme

· Cross-Border Cooperation Programme IPA Adriatic (2007-2013)

· Agreement on shared implementation of the IPA Adriatic CBP

· Implementation Pack

· Subsidy Contract IPA CBC and model Partnership Agreement

· Guidance for First Level Controllers

· Mediterranean 

· Transnational Cooperation Programme Mediterranean (2007-2013)

· Agreement on the implementation of the Transnational Territorial Cooperation Programme "MED" 

· MED Implementation Guide

· MED First Level Control Guidelines 

· MED Subsidy Contract

· MED Model Partnership Agreement

1.3 Management structures of the 3 programmes 

MED

· MANAGING AUTHORITY: Provence Alpes Côte d’Azur Region in France
· CERTIFYING AUTHORITY: Caisse des dépôts et consignations (CDC)
· AUDIT AUTHORITY: Commission interministérielle de coordination des contrôles (CICC)

· JOINT TECHNICAL SECRETARIAT
· Liaison offices in Valencia and Tessaloniki

· National bodies in charge of the programme in participating countries
Contacts of the relevant bodies available on the programme Web-page: www.programmemed.eu
SEE

· MANAGING AUTHORITY: National Development Agency, Managing Authority for International Cooperation Programmes  

· CERTIFYING AUTHORITY: Ministry for National Economy of Hungary - NAO Office H-1051 Budapest József nádor tér 2-
· AUDIT AUTHORITY: Directorate General for Audit of European Funds (Hungary) 

· JOINT TECHNICAL SECRETARIAT
· SEE CONTACT POINTS

· NATIONAL COORDINATION 

Contacts of the relevant bodies available on the programme Web-page:
www.southeast-europe.net

Adriatic:
· Managing Authority: Abruzzo Region, Directorate for International Affairs
· Certifying Authority: Abruzzo Region, SERVIZIO AUTORITÀ DI CERTIFICAZIONE

· Audit Authority: REGIONE ABRUZZO STRUTTURA SPECIALE DI SUPPORTO "CONTROLLO ISPETTIVOCONTABILE"
· Joint Technical Secretariat 

· JTS Antenna

Contacts of the relevant bodies available on the programme Web-page: 

www.adriaticipacbc.org

1.4 National structure for FLC control in Montenegro

In the Government Conclusion of 31 March 2011 No.03-3143, the Government entrusted the Ministry of Foreign Affairs and European Integration and Ministry of Finance with establishing the system of First Level Control in Montenegro for the programmes managed under shared management principle. The Sector for Finance and Contracting of the EU Assistance (CFCU) is assigned as the Control Body/Controller for all three programmes running under shared management principle (MED, SEE, Adriatic).

2 Internal organisation of the Control Body

2.1 Mission and core tasks of CFCU as the Control Body for shared management programmes
The Mission of the CFCU as the Control Body for the shared management programmes is to ensure full compliance of the expenditure incurred by Montenegrin project Beneficiaries with eligibility criteria of the relevant transnational and cross-border programmes and EU and national legislation by timely and accurately verifying the legality and regularity of the expenditure declared by each beneficiary.  

The core tasks of CFCU as the control body are to:

· Check the regularity and legality of Montenegrin beneficiaries’ expenditure by conducting desk-based and on-the-spot checks 
· Prepare the relevant supporting documentation according to templates developed by the relevant programme and incorporated in this Manual
· Prepare and issue Declarations of Validation of Expenditure

· Coordinate with programme management bodies and keep track of changes in the programme-level procedures for FLC and rules of eligibility

· Keep files of validation of expenditure according to Montenegrin administrative law and programme requirements
2.2 Organigramme of the Ministry of Finance
[image: image2.png]MINISTER’S CABINET

INTERNAL AUDIT
DEPARTMENT

Sector for international
economic relations,
structural reforms and
improvement of
business environment

Sector for tax and
customs system

Sector for Finance and
Contracting of the EU
Assistance Funds

Sector for corporate and
property related legal
issues

ADVISORS TO THE
MINISTER MINISTER
5
SECRETARY OF THE Service for General
MINISTRY Staff Operations and
Finance
Budget Sector
State Aid Unit
Sector for Economic
Policy and
Development
Public
Procurement
State Treasury Unit
Sector
Department for
European
Sector for Central !
Harmonisation of Integration (PIU)

FMC and IA in Public
Sector





2.3 Internal organisation of the Sector for Finance and Contracting of the EU Assistance (CFCU)
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The chart of the Controller’s internal organisation is presented above. 2 members of staff of the Finance Division of the Sector for Finance and Contracting of the EU Assistance Funds in the Ministry of Finance (CFCU) are assigned as controllers in regard to shared management programmes. 

The Finance Division of CFCU will be in charge of financial control for all IPA programmes running under decentralised management or shared management in the sense of EC Regulation 1085/2006 (Establishing IPA instrument).

In addition to this, Internal Audit Unit in the Ministry of Finance will be assigned as control body for control of TA expenditure, in order to ensure segregation of duties and a situation in which the controllers would have to control their own costs. < To be formally designated  with the relevant MAs>
2.4 Segregation of duties 
Montenegro will ensure clear separation of functions between units and bodies having responsibilities in the programme management, project selection and approval, project activities, the verification of the project expenditure and delivery of the products and services (according to Article 101(b) of Regulation 718/2007) and audit of the operations (according to Article 101(f) of Regulation 718/2007). The separation of functions is ensured either by institutionally independent organisations or by clear functional separation within the organisation.

The persons delegated to the Monitoring Committee (selection and approval of operations according to Article 110 of Regulation 718/2007) are not involved in project activities, finances and control, and are organisationally independent from the CFCU in the Ministry of Finance. Members of the Monitoring Committee are nominated from the Ministry of Foreign Affairs and European Integration.

CFCU will not be involved in the programmes as project partners/beneficiaries and will be fully independent from management of activities and finances of the SEE Projects they will control. In case the salaries or other expenditure of the controllers are financed from the TA budget of the programme, this expenditure will be certified by the Internal Audit Department of the Ministry of Finance, which is organisationally fully independent from the Controller.

Sample checks on operations will be conducted by the Audit Authorities of the programmes from which CFCU is fully independent. The Audit Authority will be supported by the Group of Auditors, whose Montenegrin member has been appointed from the Montenegrin Audit Authority, fully independent from CFCU.
2.5 Job descriptions for controllers
The staff working as controllers has to possess at least the following qualifications:

· University or College degree Working experience in finances/ accounting /project management

· Knowledge of relevant EU and national regulations

· Knowledge of English (at least intermediate level)
First Level Controller in Finance Division performs the following tasks:

· Ensures the formal registration of all the relevant documents in the programme-level information systems and in the internal registry of the Ministry of Finance
· Performs desk-based and on-the-spot checks of project expenditure in which he/she checks:

· the delivery of the products and services co-financed in accordance with the subsidy contract,

· the soundness of the expenditure declared for operations or parts of operations implemented on our territory and

· the compliance of such expenditure and of related operations or parts of those operations with programme and Community rules and the relevant national rules.

· Validates the expenditure incurred by the controlled project partner by preparing declarations on validation of expenditure and proposing it for PAO’s control and signature

· Drafts reports and a checklists on the control performed according to the templates given in Internal Manual 

· Is in regular contact with the relevant programme bodies (managing authorities and JTSs) and national bodies (National Authority)

· Uses the relevant templates and electronic management systems as specified in the Internal Manual for FLC of the CFCU and relevant Control Guides and Manuals of the CBC and transnational programmes

· If required, prepares TA Progress Reports and submits them to Internal Audit Office for validation and to the MA/JTS for re-imbursement

· Keeps track of the changes in programme documentation and relevant legislation and prepares changes in the Internal Manual accordingly, if needed

3 Procedures for verification of expenditure

3.1 Description of general meaning, purpose and methods of FLC

FLC refers to the system of validation of expenditure typical of the Structural Funds. IPA CBC Programmes under shared management run practically according to ERDF procedures, which were incorporated into the IPA Implementing Regulation (IR). Article 108 of IPA IR ((EC) No 718/2007) places the obligation of the participating countries to such controls in line with Structural Funds Implementing Regulation ((EC) No 1828/2006).

Article 108 of IPA IR ((EC) No 718/2007 states the following:

1. In order to validate the expenditure, each participating country shall set up a control system making it possible to verify the delivery of the products and services co-financed, the soundness of the expenditure declared for operations or parts of operations implemented on its territory, and the compliance of such expenditure and of related operations, or parts of those operations, with Community, when relevant, and its national rules.

For this purpose each participating country shall designate the controllers responsible for verifying the legality and regularity of the expenditure declared by each final beneficiary participating in the operation. Participating countries may decide to designate a single controller for the whole programme area.

Where the verification of the delivery of the products and services co-financed can be carried out only in respect of the entire operation, such verification shall be performed by the controller of the participating country where the lead beneficiary is located or by the managing authority.

2. Each participating country shall ensure that the expenditure can be validated by the controllers within a period of three months from the date of its submission by the lead beneficiary to the controllers.

Under shared management principle, funds can be paid by the Commission to the Member State which manages the programme only after the Certifying Authority submits a Statement of Expenditure (Art. 124 of IPA IR) claiming the total amount of eligible expenditure paid by final beneficiaries in implementing the operations.  

Therefore, the whole financial flow of funds between the Commission, MS, Lead Partner and other Project Partners depends on timely and efficient control of project expenditure.

The control remains with each of the participating countries since it is the participating country that is responsible for recovery of the amounts unduly paid, i.e. their re-imbursement of the Certifying Authority of the amounts unduly paid (Art. 114. of IPA IR). 

Verifications comprise 2 key elements:

· Administrative verification, i.e. desk-based verifications (in principle of 100% of project expenditure)

· On-the-spot verifications (potentially of a sample of operations)

3.2 Methods of first level control 

This chapter is based on: Compendium of First Level Control Procedures in Territorial Cooperation, developed by INTERACT programme. It gives general methodological instructions for FLCOs without reference to specific procedures of any given programme. The detailed instructions on specific procedures are given in Chapter 4. of this manual.

3.2.1. Substantive procedures

Every administrative and spot check consists of a set of procedures that is applied by controllers in chronological order. In practice, there are only a small number of key procedures that underlie checklists and control reports, namely the check of completeness, the check of compliance, the check of plausibility and the check of existence and reality. These key procedures are applied by controllers and are also called substantive procedures. Substantive procedures have a clear control objective (e.g. ‘checking compliance’) and are usually done with the explicit intention to determine the amount of eligible and ineligible expenditure.

	Control procedure (substantive procedures)
	Control Objectives

	Check of completeness
	Verify that costs are supported by all relevant documents (e.g. for staff costs:  as time sheets, contracts, calculation schemes, etc.)

	Check of compliance
	Verify that costs comply with relevant legislation, the OP and the subsidy contract, e.g. that they:

• are directly related to the project

• have been incurred in the eligible period, etc.

	Check of plausibility
	Verify that staff costs are plausible (i.e. credible and probable)

( e.g. for staff costs  in terms of:

• hours worked and output generated

• timing of work

• hourly rates, etc.)

	Check of existence and reality
	Verify, e.g. for staff costs, in the course of an on-the spot check, that project staff, project activities, etc. exist in reality.


Substantive procedures set the framework and objective within which control work is organized. Substantive procedures usually consist of a set of sub-procedures and we need to take a closer look to find out which sub-procedures usually underlie the substantive procedures. For instance, what sub-procedures underlie a typical check of plausibility? There is a quite well defined set of sub-procedures, which can underlie all substantive procedures: Inspection; Reconciliation; Recalculation (used in administrative and on-the-spot checks); Interview; Observation; Walk-through (used primarily in on-the spot checks).

In very few cases, a substantive procedure will involve ALL sub-procedures mentioned here. More often, a SELECTION OF SUB- PROCEDURES is used to reach the control objective.

Inspection is the reading and understanding of any relevant document, electronic record or print out of an electronic record.

Reconciliation of summary figures and the re-calculation. Like inspections, they can also be applied to all substantive procedures such as reconciling staff costs with bank account statements and re-calculating staff costs in order to check plausibility.

Interviews (e.g. of the project coordinator), observations (e.g. of a project event) and walkthroughs (e.g. of a public procurement undertaken by the beneficiary) are primarily used in on-the-spot verifications. On-the-spot controllers use many of the procedures they apply in administrative verifications plus additional procedures such as interviews, observations and walk-throughs. For this reason, the portfolio of procedures available on-the-spot is larger compared to the one available for administrative verifications.

3.2.1.1. Check of completeness
Checks of completeness intend to check whether information provided by the beneficiary is complete. This can relate, for instance, to the completeness of documents attached to the financial report but also to the completeness of revenues deducted.

Checks for completeness are substantive procedures that are commonly used by controllers in administrative and – to a lesser extent - in on-the-spot checks.

What do controllers check in terms of completeness?

The EC guidance note on management verifications requires that ‘all applications for reimbursement by beneficiaries, whether intermediate or final applications, should be subject to administrative verifications based on an examination of the claim and relevant supporting documents such as invoices, delivery notes, bank statement, progress reports and time sheets’.

EXAMPLES of checks of completeness include:

- Verification that expenditure items listed in the list of expenditure and declared in the financial report are supported by invoices or documents of equivalent probative value 

- Check whether the audit trail is complete, including the documents archived by the beneficiary;

- Check whether all revenues have been deducted as appropriate;

- During on-the-spot checks, checking the completeness of the beneficiary’s accounting can also provide valuable information on the reliability of the system (e.g. whether the cost centre for the project contains all cost items);

- Others.

How can the checks be documented?

Many checklists ask for checks of completeness (e.g. ‘documents sent by beneficiary are complete’, ‘all revenues have been deducted’, etc.). In these cases including a comment (i.e. ‘yes’) or ticking the foreseen box in the checklist/control report can be sufficient to document that the check of completeness was done.

In cases where checks of completeness are not included in the checklist/control report but found necessary by the controller, it can, for example, be sufficient to obtain a list of items (e.g. list of required supporting documents; list of revenues generated) and make tick-marks next to every item that has been verified. For this purpose, defining the meaning of the tick-marks can be very helpful (see also § 3.4. - Documenting FLC checks - for more information on defined tick-marks).

3.2.1.2. Check of compliance with EU and national legislation, operational programme and subsidy contract
Checks of compliance with legislation, operational programme and the subsidy contract check whether the beneficiary follows the legislation and rules governing the project. Compliance checks are substantive procedures that are commonly used by controllers in administrative and on-the-spot checks.

Many compliance checks are straightforward, with a clear control objective, a clear outcome and immediate effects on eligibility (e.g. expenditure was incurred during the eligible time period). Other compliance checks can be less straightforward such as those related to horizontal rules (e.g. ‘equal opportunity and non-discrimination’) or those related to more complex legislation such as public procurement or State Aid.

What do controllers check in terms of compliance?

There is usually very limited flexibility regarding the extent of compliance checks. They address key eligibility issues that need to be addressed by controllers during administrative and/or during on-the-spot verifications. The EC guidance note on management verifications outlines a set of required compliance checks – ‘Depending upon the documentation supplied:

- The correctness of the application for reimbursement;

- That expenditure relates to the eligible period;

- That the expenditure relates to an approved operation;

- Compliance with programme conditions including, where applicable, compliance with the approved financing rate;

- Compliance with national and Community eligibility rules;

- Adequacy of supporting documents and of the existence of an adequate audit trail;

- Compliance with state aid rules, environmental rules and equal opportunity and non discrimination requirements;

- Compliance with EC and national public procurement rules;

- The respect of EC and national rules on publicity’.

Sometimes it is not possible, nor is it necessary to draw a clear line between compliance checks and other checks such as check of completeness or check of plausibility. Ultimately all checks refer to regulations and rules and can – in a wide sense – be considered compliance checks. 

Substantive control

How do controllers check compliance?

Sub-procedures often used in compliance checks can include, for instance, inspections, interviews and observations. Controllers could for instance verify that all conditions outlined in the subsidy contract are complied with, by inspecting relevant documentation and records, by observing or inspecting project evidence and by interviewing responsible project personnel.

How can the checks be documented?

Compliance checks are very decisive regarding the eligibility of expenditure and a well developed FLC system includes compliance checks in its checklists, especially compliance with EU and national legislation and programme rules. Therefore tick-marks on the checklist/control report and references to legislation can be sufficient.

Anyway, a simple documentation method is to take a copy of the regulation, the rules, the subsidy contract, etc., and tick-mark each issue that has been checked in terms of compliance. For this purpose, defining the meaning of the tick-marks can be very helpful (see also § 3.4. - Documenting FLC checks - for more information on defined tick-marks). The tick-marked document can then be included in the working papers to document the checks performed.

3.2.1.3. Check of plausibility

Checks of plausibility aim at exactly that: checking whether a project-related issue as outlined in project documents or described by the beneficiary is plausible (i.e. credible and probable).

Basically any check involving professional judgment on the side of the controller such as checking value

for money or the allocation of overheads, depreciations and staff costs to a project is a plausibility check.

Checks of plausibility are used in both administrative and on-the-spot checks. They can involve, for example, inspections, reconciliations, recalculations, interviews and others.

What do controllers check in terms of plausibility?

In every project and for every beneficiary and report there are many aspects that can potentially be checked in terms of plausibility. 

It is neither necessary nor is it possible to check every beneficiary and report in terms of every potential plausibility aspect. Instead, controllers apply professional judgment and decide, which plausibility checks are especially useful for a given project and beneficiary. For this, risk considerations can be helpful. For instance, controllers could decide to make certain plausibility checks of staff costs especially for those employees of the beneficiary, who have very high project-related staff costs. This is of course only possible for plausibility checks not covered by checklists.

Plausibility checks included in a checklist must be performed as foreseen by the checklist.

Some EXAMPLES of plausibility checks include:

- Plausibility of project progress and financial report (e.g. plausibility of project progress in relation to the activities planned in the application form; plausibility of project outputs in relation to of staff hours and external expertise claimed, etc.);

- Plausibility of staff costs (e.g. plausibility of hours worked on the project in relation to the project progress and the outputs generated; plausibility of hours worked on the project in relation to other assignments of a staff member such as other projects, etc.);

- Plausibility of depreciation costs (e.g. in relation to other projects of the beneficiary, etc.);

- Plausibility of overheads (e.g. in relation to other projects of the beneficiary, etc.);

- Plausibility of other cost allocations to the project (e.g. allocation of costs of the use of a laboratory or machine to the project);

- Others.

How do controllers check plausibility?

Controllers often need to rely on their experience and on their professional judgment in order to come to a conclusion. There are three common approaches to plausibility checks: 

Plausibility is either checked (1) within the project itself (e.g. comparing the reported costs to the project

progress and outputs), 

(2) in relation to other activities of the beneficiary (e.g. comparing allocation of overheads, depreciations, staff costs, etc. across the various projects of the beneficiary) or 

(3) in relation to what is usual/common in the outside world (e.g. comparing costs with benchmarks, maximum/average/typical costs, etc.).

How can the checks be documented?

For checks requiring substantial professional judgment, it can be useful to prepare a memo (see also § 3.4. - Documenting FLC checks - for more information on memos). In case the check involved specific documents, it is also useful to include these documents in the working papers.

In case sampling was involved, this should be documented as well.

3.2.1.4. Check of existence and reality
The objective of checks of existence and reality is exactly this: checking if the beneficiary, the project, the product or service or a situation as described in project reports, project documents or oral explanations exist in reality.

Existence and reality checks are substantive procedures that address fundamental eligibility requirements. They are often straightforward, with a clear control objective and clear outcome.

Checks of existence and reality can also help to gain a better understanding of the project as well as the organization and its environment and to identify potential risks.

They are mostly used on-the-spot although administrative verifications often also include checks for existence and reality such as the existence of written outputs generated (e.g. studies and other publications).

What do controllers check in terms of existence and reality?

The EC guidance note on management verifications highlights the importance of checks of existence and reality during on-the-spot checks: ‘Where operations are intangible in nature and where little or no physical evidence remains after their completion (e.g.: training courses, employment schemes), when on-the-spot verifications are carried out, they should be undertaken during the implementation (i.e. before completion). These on-the-spot verifications are crucial in order to check the reality of such operations.’

Depending on the beneficiary, the project and the controller’s own risk considerations, potentially useful checks of existence and reality can include:

- The beneficiary, including its office, project-related staff, organizational structure and its legal and contractual environment (e.g. subsidiary institutions or companies, service providers);

- The project organization, including the partnership and organizational structure and the role of the beneficiary in the project, etc.; 

- The project’s financial reporting processes, including originals of documents, its audit trail and proper archiving of documents, etc.;

- Purchased goods and investments such as computers, analytical tools, publicity materials, demonstration pilots, etc.;

- Purchased services;

- Written outputs such as studies, compendiums, manuals; 

- Project activities, including trainings, seminars, conferences, stakeholder networks, informational events, press conferences, etc;

- Others

How do controllers check existence and reality?

The EC guidance note points out that on-the-spot visits can be carried out with or without prior notice: ‘On-the-spot verifications should be planned in advance to ensure that they are effective.

Generally, notification of the on-the-spot verifications should be given in order to ensure that the relevant staff (e.g. project manager, engineer, accounting staff) and documentation (in particular, financial records including bank statements and invoices) are made available by the beneficiary during the verification. However, in some cases, where the reality of the project may be impossible to determine after the project has been completed, it may be appropriate to carry out on-the-spot verifications during implementation and without prior notice.

Checks of existence and reality always aim at comparing a written or oral statement (a ‘plan’) to the actual reality. For this reason, controllers usually establish the ‘plan’ first, before they compare it to the actual situation. The ‘plan’ may include obtaining and inspecting an inventory list of purchased goods or other documents that describe the planned situation (e.g. project applications) or obtaining an understanding of an internal process by doing an interview.

In the next step, controllers assess whether or not the planned activities/services/outputs etc. exist in reality by, e.g. inspecting documents, observing an event, etc.

How can the checks be documented?

Controllers often use checklists/control reports and lists of items (e.g. list of purchased goods), in order to document whether the checked item/issue exists in reality.

Controllers also often document existence and reality by including evidence in the working papers such as:

- Evidence of the project sites, like plans of the project office, photos of the project office;

- Project outputs like studies, manuals and brochures;

- Other evidence of project activities like training materials, attendance lists of meetings and workshops, press releases, photos of project events;

- Evidence of goods purchased by beneficiaries such as a list of purchased goods that are present on the spot. Some controllers even take their own photos;

- Evidence of services purchased by the beneficiary such as outputs produced by external service providers;

- Others.

For more extensive checks for existence and reality (e.g. checking the legal and contractual environment of the beneficiary) or in cases where severe issues are found (e.g. no evidence of the project, fake evidence, double funding, etc.) it can become necessary to draft a memo on the situation (see also § 3.4. - Documenting FLC checks - for more information on memos).

3.2.2. Sub-procedures

3.2.2.1. Inspection of documents and records
In basic terms, inspection is the reading and understanding of any relevant document, electronic record or print out of an electronic record.

Inspections are used widely by controllers in both administrative and on-the-spot checks. They provide basic information about the project and the beneficiary as well as the beneficiary’s environment.

Often, they are an essential part of substantive control procedures such as checking completeness, plausibility or compliance.

What do controllers inspect?

Controllers take decisions on which documents to inspect (and which not to inspect) on the basis of:

1) Established common practices;

2) A standard list of required documents and records (if existing); and

3) Professional judgment and risk consideration.

The EC Guidance note on management verifications outlines minimum requirements for the types of documents that should be checked for each payment claim:

‘The supporting documentation should, at a minimum, include a schedule of the individual expenditure items, totaled and showing the expenditure amount, the references of the related invoices, the date of payment and the payment reference number. Ideally, copies of invoices and proof of payment should be provided for all expenditure items.’

In territorial cooperation FLC systems, these minimum requirements are considered insufficient to ensure a proper audit trail. It is common practice to inspect a much wider set of documents, including relevant contracts, documentation of public procurements, written project outputs such as studies and manuals, publicity material such as brochures and give-aways, travel documents, calculation schemes (e.g. for the calculation of overheads), documentation of project meetings and events and others.

Standard lists outline a minimum set of documents and records and thus provide certainty that some key documents are covered. However, although some standard lists are quite comprehensive, no list can ever be complete and cover all potential cases. Therefore, controllers decide on a case-by-case basis whether or not certain documents should be inspected in addition to standard requirements.

How can the inspections be documented?

Checklists require information that cannot be obtained without inspection of the relevant documents and records. E.g. checking whether ‘all expenditures are directly related to the project and necessary for the development of the project’ requires inspection of invoices, application form, subsidy contract, etc. For the purpose of documenting which documents were inspected, the following can be useful:

- Obtaining copies of overviews or lists (e.g. standard list of required documents) and putting defined tick-marks for each supporting document that has been inspected;

- Obtaining copies of documents and other records and including them in the FLC working papers.

It is usually not necessary to make copies of all documents! For an example of how the documents can be organized and indexed in the FLC working paper, please refer to § 3.4. - Documenting FLC checks;

- Making handwritten notes on copies of documents and records that have been included in the FLC working papers.

3.2.2.2.  Reconciliation

A reconciliation is a basic check whether or not a figure included in one document is identical with the same figure included in another document (e.g. staff costs in the financial report are identical to the sum included in the staff cost overview).

Reconciliations are done in order to verify if the amounts reported are correct and can be traced to supporting documentation. Usually, when reconciling figures, controllers do not stop at this step but continue their checks by re-calculating (e.g. the overview sheets in order to check the correctness of the summary figure). Re-calculations are explained below.

Often, reconciliations are an essential part of substantive control procedures such as checking completeness or plausibility. Reconciliations are also essential checks of the audit trail. If figures cannot be reconciled, controllers either reject the figure or require the beneficiary to present a clarification.

What do controllers reconcile?

In principle, each figure included in the financial report should be substantiated with supporting documents. Therefore, controllers usually reconcile all these figures with the relevant supporting documentation.

EXAMPLES of reconciliations include:

- Reconciling the project financial report with invoices and other supporting documents;

- Reconciling the project financial report with the expenditure list, the bank account statement and the beneficiary’s accounting system;

- Reconciling staff costs with time sheets, hourly rates, pay slips, etc.;

- Reconciling overheads with overhead cost calculations and lists of overhead costs;

- Reconciling depreciation allocated to the project with the beneficiary’s depreciation calculation of the item in question;

- Reconciling other cost shares (e.g. costs of machine hours or laboratory hours) with supporting documents and the beneficiary’s calculation;

- Others.

Some reconciliations such as the reconciliation of the project financial report with the list of expenditure and the project bank account statement are usually done during administrative verifications for each payment claim. Other reconciliations, such as the reconciliation of declared costs with the beneficiary’s accounting system can be performed during administrative verifications (based on a print-out of the accounting system) and/or on-the-spot.

How can reconciliations be documented?

A common way to document reconciliations is by putting defined tick-marks on the reconciled documents next to the reconciled figure.

In case of complicated reconciliations, controllers may decide to include a memo in the working papers and supporting documentation, e.g. print-outs of overviews or calculation schemes and copies of supporting documentation.

3.2.2.3. Re-calculation

Re-calculations typically aim at verifying that a figure was calculated correctly.

In essence, a re-calculation is a re-performance of a calculation, which was executed by the beneficiary in

order to calculate eligible expenditure for a specific cost item (e.g. overheads, staff costs for individual employees, etc.).

Like reconciliations, re-calculations are essential checks of the audit trail and can be part of many substantive procedures such as check of plausibility or completeness. If figures cannot be re-calculated, controllers either reject the figure or require the beneficiary to present a clarification. Re-calculation often takes places as a second logical step after reconciliation.

What do controllers re-calculate?

A very simple example of a re-calculation applied to the list of expenditure is the addition of the single cost positions to verify whether or not the sum was calculated correctly. For more complex re-calculations (e.g. allocation of overhead costs to the project), controllers often need to obtain the calculation scheme used by the beneficiary.

EXAMPLES of re-calculations include:

 Re-calculation of the sum of items included in the list of expenditure;

- Re-calculation of staff costs (hourly rates, sums in time sheets, etc.);

- Re-calculation of overhead costs (allocation to the project, sums in lists of overhead costs, etc.);

- Re-calculation of figures produced by accounting such as cost positions allocated to the project by the accounting system;

- Re-calculation of depreciation allocated to the project;

- Re-calculation of revenues generated;

- Others

How can re-calculations be documented?

Checklists include questions related to re-calculation, like ‘are staff costs calculated correctly?’. Controllers can then document in the checklist which checks were done and what was the result.

A common way to document re-calculations is by putting defined tick-marks on the re-calculated documents next to the re-calculated figure.

In case of complicated re-calculations, controllers may decide to include a memo in the working papers and supporting documentation, e.g. print-outs of overviews or calculation schemes and copies of supporting documentation.

3.2.2.4. Inquiry and interview

Inquiries are documented discussions with beneficiaries. They can be rather short and relate to a specific open question or quite extensive, e.g. in order to obtain a good understanding of accounting processes, procurement, transfer of funds to partners, etc. Extensive inquiries are often called interviews.

Inquiries and interviews are most commonly used during on-the-spot checks but can also form part of administrative verifications, for instance in cases where beneficiaries are invited to the premises of the controller to discuss the project or in cases where the administrative check is done at the premises of the beneficiaries.

What do controllers inquire about?

Controllers can inquire about any subject they consider relevant to FLC. Inquiries and interviews are by their nature of quite universal use and standardization of the approach or questions to ask is difficult.

During an on-the-spot check, conducting a general opening interview and a closing interview can be very useful in order to obtain general information and to gain a better understanding of the project, the beneficiary and its environment.

Additional specific interviews for obtaining information on specific (e.g. high-risk) issues or transactions can be useful as well. For instance, controllers may need information on a specific document, calculation scheme or specific process (e.g. a specific public procurement) and discuss these issues with the person in charge.

How are inquiries and interviews conducted?

Although inquiries and interviews sometimes directly lead to the detection of an error (e.g. you may detect during an interview that the rules for in-house contracting have not been respected), they are often not sufficient in itself and need to be complemented by further control procedures. E.g. controllers first use interviews with responsible persons within the beneficiary’s organization to better understand the project, the organization and its environment, and to obtain missing information. Controllers then continue to verify whether the information obtained is true, by applying other control procedures such as inspection of documents, re-calculation, etc..

EXAMPLE: Opening Interview

The opening interview is usually kept quite general and conducted, for example, with the organization’s head or the project manager. Opening interviews are an opportunity to ask all questions necessary to learn whatever is relevant to the on-the-spot check. An opening interview can be used to:

- Obtain an understanding of the project and the project set-up, its processes and progress (e.g. structure of the partnership; financial reporting between lead partner and beneficiaries, supervision and coordination by lead partner, transfer of funds to partners; delays/problems experienced, etc.);

- Obtain an understanding of the organization (e.g. legal status, organizational setup, size, etc..) and its internal structure and staff (number, hierarchies, qualification of key personnel, competences and decision making powers, etc.); the most important internal processes and controls and the responsible persons (e.g. accounting process, procurement);

- Obtain an understanding of the organization’s environment (e.g. geographical specifics; industry or sector of activity such as research, municipal services etc.), its legal and organizational relations to other entities (e.g. service-level agreements or framework contracts with specific suppliers, rent of offices or project buildings, outsourced or leased personnel, subsidiary companies, funding sources, including other projects co-financed by EU or national sources, etc.);

- Obtain an understanding of further risks that were not identified so far; discuss already identified risks and validate or amend them;

- Any other issue.

How can inquiries and interviews be documented?

Controllers can, e.g. prepare a memo of an inquiry or interview and include it in the working paper. For an example memo of an interview on staff costs, please refer to § 3.4. - Documenting FLC checks.

In cases where someone explained a specific document, including this document in the working papers and putting a short handwritten note indicating the person asked and the information obtained on the document could be sufficient.

3.2.2.5. Observation of events and processes

Observations involve watching people while they execute project-related activities such as an event or an internal process. Observations can thus be conducted in the office of the beneficiary or at any other site of project activities.

Observations are usually straightforward but can require some preparation. They are particularly useful if no ‘hardcopy’ output of a process or event exists. Often, they are part of a check of existence and reality.

What do controllers observe?

Controllers can take decisions on what to observe on the basis of knowledge obtained (e.g. during the administrative check or an opening interview) and own risk considerations (e.g. related to the type of project such as projects with many training events). Of course, all observations included in checklists must be undertaken in any case.

EXAMPLES of observations include:

- Observation of a project event (seminar, conference, meeting, training, etc.) can be an important part of the audit trail;

- Observation of a process (e.g. observing the execution of a payment, staff accounting) can be an effective method to detect potential error sources and to learn how the process is performed by the beneficiary.

Controllers may or may not announce observations in advance as pointed out by the EC guidance note on management verifications: ‘… in some cases, where the reality of the project may be impossible to determine after the project has been completed, it may be appropriate to carry out on-the-spot verifications during implementation and without prior notice.

How can observations be documented?

Observations can, for instance, be documented in a memo describing the event or process that was observed.

It can be useful to include copies of the outputs or other evidence of the observed event or process in the working papers and cross-reference them to the checklist or the memo. In case of material deviation, a description of the deviation can be included in the memo, as well as considerations regarding the potential effect (i.e. on the overall assessment of risks, on the amount of misstatement).

3.2.2.6. Walk-through

In very general terms, a walk-through is a control procedure in which controllers trace a specific process or transaction of the beneficiary step by step (e.g. one public procurement).

Walk-throughs can be useful in order to gain a better understanding of the beneficiary, the beneficiary’s processes and internal controls and potential error sources/risks.

As part of a walk-through, controllers can also obtain and inspect relevant documents and records generated by the beneficiary in sequential order (e.g. from the initiation of the procurement to the conclusion of the contract).

What do controllers ‘walk through’?

In ETC and IPA-CBC first level control, there is no common understanding of walk-throughs and how they are applied and when. The term ‘walk-through’ is used in different ways throughout the FLC community and thus potentially refers to quite different procedures. An example of a very basic form of a walk-through is provided below.

Walk-throughs can be very time consuming and controllers make professional judgments about whether or not to use walk-throughs and to which extent. One option is to perform a walk-through of the most risky transactions only (e.g. a major public procurement). Another option is to walkthrough one incident of each cost category (e.g. staff costs of one employee, overheads of one reporting period) or simply to trace one invoice through the beneficiary’s cost accounting system.

Some EXAMPLES of potentially useful walk-throughs are:

- Tracing one or more public procurement processes from the selection of the procurement procedure to the conclusion of the contract;

- Tracing one or more salary payments from the completion of time sheets to the payment to the employees’ account;

- Tracing one or more invoices through the beneficiary’s (accounting) system from the receipt of the invoice to the inclusion of the amount into the project’s financial report;

- Tracing travel cost accounting from the handing-in of travel cost items by the employee to reimbursement;

- Tracing depreciation from the calculation of the depreciation cost share of the project to the inclusion in the separate project accounting;

- Others.

EXAMPLES of errors that could be detected through walk-throughs (although previously undetected during administrative verification) include:

- Inclusion of hidden benefit payments in staff costs;

- Double counting of staff hours (e.g. for other projects);

- Double declaration of depreciation or overheads;

- Double declaration of invoices (e.g. an electronic invoice allocated to several projects);

- Missing documents and incomplete documentation (e.g. public procurement);

- Gaps in the audit trail;

- Others.

How do controllers conduct a walk-through?

As pointed out above, in territorial cooperation first level control, there is no common understanding of walk-throughs. An example of a very basic walk-through for public procurement is provided below.

A very basic form of a walk-through on ‘public procurement’ could involve:

1) Conduct a specific interview on public procurement (e.g. how do you usually perform public procurements?) and inspect related documents (e.g. internal manual on public procurement - if existing).

2) Select one incident (i.e. one public procurement) as sample case and walk through this incident in chronological order together with the beneficiary. Obtain all documents and records related to this incident (e.g. procurement memo, requests for offers, offers, selection report, contract etc.).

3) Inspect all documents of the sample case in chronological order with the purpose of checking whether this process was executed as described in the interview. Re-perform all the steps of the process.

4) Document the walk-through (e.g. in a memo).

5) If material deviations from the process descriptions are found and/or the re-performance produced material deviating results, you can discuss these issues with the beneficiary. Where applicable define an error and determine its financial effect.

How can walk-throughs be documented?

As walk-throughs are a comparison between a planned process and an example of an actual process, documentation is most transparent if it takes this fact into account. As a first step, controllers can document the planned process by documenting the interview in a memo. The memo should clearly describe the single steps of the process and their output(s). 

Examples of these outputs are usually obtained during the interview. They should be included in the working papers and cross-referenced to the memo.

As a second step, controllers select a sample (or several samples) of the process. This sample should be documented in the memo as well.

As a third step, controllers can document the results of the walk-through(s) in the memo. The more clearly the planned process was described in the beginning (i.e. all the steps in chronological order, indicating the responsible persons and the output of each step) the more efficient and easy the documentation of the walk-through is, i.e. it can be reduced to a simple table.

It can be useful to include evidence of the outputs in the working papers and cross-reference them to the memo. More information on cross-references is included in next § 3.4. - Documenting FLC checks.

Documentation in the memo is completed with an assessment of the deviations found (if any) and a conclusion whether:

- The process is applied as planned (e.g. as described during the interview or as laid down in process manuals);

- The design of the process is principally able to produce the required results (e.g. execute payments correctly);

- The process is reliable (e.g. no incorrect payments to be expected).

3.2.3. Example workflow of an on-the-spot check

What is this?

Workflow of on-the-spot verifications describe the steps / activities carried out in chronological order.

There is no common ‘good practice’ standard for workflows of on-the-spot checks. One example of a basic workflow for an on-the-spot check is provided below.

What could be a basic workflow of on-the-spot verifications?

On-the-spot verifications provide a chance to get to know the project and its expenses in depth and therefore help detect errors that would otherwise have gone undetected. All procedures used in administrative verifications can be used on-the-spot as well. There are, however, some additional procedures, which are primarily used on-the-spot such as interviews and walk-throughs.

The example below divides an on-the-spot check into three phases, namely 1) opening and obtaining of information and overview, 2) substantive control checks and 3) closure and follow-up.
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	Conduct the opening meeting and opening interview with the project manager and all other relevant personnel
	Conduct substantive control checks
	Conduct the closing meeting with the project manager and all other relevant personnel

	Conduct further specific interviews, if needed
	Document control work and results
	Ask a superior or a peer controller to review the documentation

	Conduct walk-through(s), if needed
	
	Enable follow-up

	Decide on further controls based on checklist/control report and potential risks identified
	
	


What if?

…errors are detected during the on-the-spot check?

In this case, controllers define the actual size or extent of errors, if necessary by performing further administrative and/or on-the-spot controls.

...documents provided are not sufficient, e.g. no access is granted to general bank accounts due to confidentiality obligations or documents were destroyed during floods or fires?

Controllers may decide whether obtaining external confirmations from third parties is a way out (e.g. obtain a written confirmation by a service provider that a certain service was delivered to the beneficiary and paid by the beneficiary).

...relevant persons are not available, e.g. due to other obligations, holidays, illness, or maternity leave?

Controllers may decide to move the date of the on-the-spot verification to a date, when required personnel are available. If this is not possible, controllers might rely on replacement personnel and document any limitations (e.g. in case replacement personnel are not able to answer all questions).

… our FLC office has two employees and many, many projects to deal with? We cannot spend so much time on-the-spot on interviews and walk-throughs, etc.

Controllers might decide to still spend some time on obtaining information in the beginning of the on-the-spot check through interviews and walk-throughs. This often allows greater efficiency in the subsequent checks (e.g. focus more on high-risk areas and transactions) and eventually saves time.

3.2.4. Documenting First Level Control Checks

First level control documentation is a hard copy or electronic record of (1) the various controls performed by a controller, (2) the results and relevant evidence obtained through these controls and (3) the conclusions reached and corrective measures taken.

Experience has shown that sometimes controllers performed excellent control work but failed to document the work done in a way that would enable later audits (e.g. carried by audit authority, EC audit

service, etc.) to fully understand what has been done. For this reason, we include here a section on documentation of first level control work. 

What are the minimum requirements for documentation?

The EU guidance on management verifications highlights that ‘All management verifications should be documented’, including administrative and on-the-spot checks.

Documentation can be recorded on paper or on electronic media. It can include, for instance:

- Checklists;

- Control reports;

- Memos;

- Letters of confirmation;

- Correspondence concerning significant matters (including e-mails);

- Copies of the beneficiary’s records (e.g. contracts and agreements, invoices, promotional brochures, training material, etc.);

- Lists of items provided by the beneficiary (e.g. list of invoices, revenues, purchased goods, contracts, etc.);

- Photographs;

- Others.

FLC documentation should provide a transparent basis for the FLC declaration on validation of expenditure and evidence that the work was performed in accordance with the applicable legal and regulatory requirements.

FLC documentation should also demonstrate the quality and transparency of the work done towards third parties (e.g. audit authority, EC audit service, etc.). It should enable auditors, who have no previous experience with the controller or beneficiary, to fully understand the controls performed, the evidence obtained and the conclusions reached.

Finally, preparing good documentation also enhances the quality of the FLC work itself. It can be useful in planning and performing FLC work and enables supervisors or peers to review the work done (four-eyes principle). It also provides a solid basis to effectively follow-up on errors detected.

The EC guidance note on management verifications outlines requirements for documenting management verifications as follows:

‘The records should state:

1) The work performed, the date of any on-the-spot verifications,

2) The results of the verifications, including the overall level and frequency of the errors detected,

3) A full description of irregularities detected with a clear identification of the related EC or national legal rules infringed and the corrective measures taken.’

The EC guidance note on management verifications also highlights the importance of maintaining an overall recording system for verifications carried out:

‘An overall recording system for verifications carried out should be maintained for each programme. Records are kept in computerized monitoring information systems in a number of Member States. This facilitates the planning of verifications, helps avoid unnecessary duplication of work and provides useful information for other bodies (i.e. audit authority, certifying authority).

The date of on-the-spot verifications of individual operations carried out is required to be recorded in the computerized monitoring system’.

What are FLC working papers?

FLC working papers are all documents kept by controllers for a specific beneficiary and project.

They are usually hard copies or electronic files. 

FLC working papers should ideally be designed in a way that information is easily traceable through documents and easy to find. A working paper index can be very helpful in organizing working papers efficiently (see Figure below)

A working paper index can, for example, be organized in sections. Two main methods are in use:

- Preparing a lead schedule (i.e. the main topic of the section such as ‘overheads’), with all supporting documentation following after it.

- Organizing documents in chronological order.

An EXAMPLE of a working paper index (lead schedule) is provided below. 

3.3 Control Procedures for the Med Programme
3.3.1 Description of project reporting and FLC procedure in MED

Procedures for first level control of IPA expenditure under MED Programme are described in detail in the “First Level Control Guidelines” of MED Programme, which are annexed to this Manual (Annex MED.1).
The procedure begins with project progress reporting. A progress report must be sent by the Lead partner to the JTS for each six-month period.  This report must be sent to the JTS within two months after the end of the reporting period.

This report will include:

· The activity report with the information on operation progress as well as a comparison between the initially planned objectives and the completed objectives.  This shall also include any relevant documentation corresponding to technical outputs.

· The financial report includes a precise summary statement of all expenses incurred, paid and confirmed in the time between two successive reports. 

The circuit is as follows:

All partners must use the PRESAGE CTE application to enter all activities completed and expenditure made in the reference period.  This tool, developed by the DIACT for the French Managing Authorities on European Territorial Cooperation programmes, is the only MED programme management tool.

PRESAGE CTE connects all of the management organisations (the Managing Authority and the Joint Technical Secretary, the Certification Authority, the national authorities, the First Level Controllers, the beneficiaries). It is the operations management and monitoring tool, is used for the analysis and evaluation of community programmes and is, above all, a control tool. It is used to monitor all operations at all stages, from the proposition of a project until it ends.

Once the partner has entered all of the data concerning the activities and expenses of the reference period into PRESAGE CTE, it must notify it to its Lead partner for validation in PRESAGE CTE and to its First Level Controller. All of the invoices, proofs of payment and any other justification document for declared expenditure must be made available for the First Level Controller.

Then, as stated, the controller verifies the soundness of the expenditure declared, the delivery of products and services concerned according to the Application Form, the accounting precision of the declared expenses and their conformity with community and national regulations.  The verification also include a procedure to avoid repeat financing of the same expenses.

The controller will have a login name and password in order to access the PRESAGE CTE application and thus all of the information given by the partner. The controller must confirm the eligible amounts and may include observations regarding amounts deemed ineligible.  Finally, he/she shall use PRESAGE CTE to record the fact that he/she has carried out the First Level Control, then fill in and print the declaration of the validation of expenditure in order to date it, sign it and stamp it with the official stamp.
Controllers will also perform on-the-spot checks according to the following dynamics:
· In case the public contribution received by the partner concerned does not exceed the amount of € 200.000, the partner shall be checked on the spot at least once before the final payment, or several times according to the risk assessment. 

· In case public contribution received by the partner exceeds the amount of € 200.000, the operation will be checked on the spot at least yearly in the project period and before the final payment.  

As soon as the control report and the declaration of the validation of expenditure are ready, they will be sent to the partner who will, in turn, send them to the Lead partner. A copy of these documents sent to the Lead Partner must also be kept on the premises of the partners.

The Lead partner must wait until all of the data concerning partner activities and expenses has been entered as well as reception of the control reports and the declarations of the validation of expenditure before submitting the consolidated progress report for the reference period to the Joint Technical Secretary within two months after the end of the 6 month reporting period (activity report + financial report + all of the control reports and all of the declarations of the validation of expenditure for partners duly signed by the controllers +, if necessary, the attestations signed by the national authority.)

The precise deadlines for submitting the progress reports to the Joint Technical Secretary are defined by the Subsidy Contract.  These deadlines also affect the control schedule so that verifications must be completed with sufficient time before submission of the progress reports.

The Certifying Authority draws up the payment order and the payment will be made by the deposit and consignment office to the Lead partners.  In the case of IPA partners, the payment of the relevant IPA quota will be made directly to the IPA partners’ account by the Certifying Authority.

3.3.2 Audit Trail of First Level Control in MED Programme
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In case of TA expenditure certification, the same procedure and documents will be used by Internal Audit Unit of the Ministry of Finance, with the Had of Unit signing the documents (the same role as PAO in the above procedure) and Internal Audit  FLCO performing the checks. 

3.3.3 Filing procedures for FLC under MED
The following documents have to be retained by the Controllers concerning the verification of expenditure of each Lead beneficiary/Final beneficiary:

	No. 
	Document
	File

	1
	Approved Application Form
	True copy

	2
	Partnership Agreement (and its amendments)
	True copy

	3
	Subsidy Contract (and its amendments)
	True copy

	4
	Lead beneficiary/Final beneficiary Progress Reports
	Original and electronic version

	5
	Declarations on validation of expenditure
	Original and electronic version

	6
	Each invoice and accounting document of probative value related to project expenditure
	True copy

	7
	All supporting documents related to project expenditure e.g. payslips, bank statements, public procurement documents, contracts between Lead beneficiary/Final beneficiary and subcontractors, etc.
	True copy

	8
	All project deliverables (materials produced during the project period) submitted with the Lead beneficiary/Final beneficiary Reports
	Original and/or electronic version

	9
	Control checklists filled in and signed by the controller

related to each Lead beneficiary/Final beneficiary Report
	Original

	10
	Documentation of each requests for missing documents, completion of the Lead beneficiary/Final beneficiary Reports
	Original

	11
	Documentation of spot-checks (minutes/reports, checklists, etc.)
	Original

	12
	If relevant, audit reports 
	True copy


Upon the receipt of the first Progress/Partner report, the FLCO shall open a Project File with all the relevant documents. The documentation will be kept in Ministry of Finance archives for 7 years after programme closure, i.e. until 2022.
3.3.4 Relevant documents and templates for FLC under MED

· First Level Control Guidelines for MED Programme (Annex MED.1)
· Control checklist for Desk-Based Checks (Annex MED.2)
· Control checklist for On-the-Spot Checks (Annex MED.3) – a template developed for Montenegrin national use (programme templates do not include checklists for on-the-spot visits)
· Declaration on verification of expenditure – Control Certificate (Annex MED.4)

· PRESAGE Guide (Annex MED.5)
3.4 Control Procedures for SEE Programme
3.4.1 Description of project reporting and FLC procedure in SEE
The steps and procedures for verification of expenditure to be implemented in Montenegro are established based on the SEE Control Guidelines (“Guidance for First Level Control”, Annex SEE.1).
Verifications shall ensure that the expenditure declared is real, that the products and services have been delivered and that the operations and expenditures comply with relevant Community and national rules. The process of verification carried out by the controllers at national level in Montenegro will include administrative, desk-based verifications, and on-the-spot checks.  Procedures are as follows:
· Project partner submits the Partner Report electronically and in hard copy (SEE.2) and all the expenditure documentation for the relevant reporting period to the Controller within 21 days after the end of reporting period. The Programme has established an Excel based Reporting Tool, which is at the same time used by Project Partners for reporting and by the FLCO for validation of expenditure. The SEE Partner Report tool automatically generates the Declaration on validation of expenditure (SEE.5) on the basis of the financial part of the Partner Report prepared by the Project Partners. Only some parts of Declaration on validation of expenditure need to be filled in by the Controllers, the major part is automatically filled in and need to be checked only. 
· The Controller has 60 days (from the end of reporting period) to perform the verifications according to the requirements defined in the SEE Control Guidelines. The Controller verifies the expenditure submitted by the Project Partner on the basis of invoices or accounting documents of equivalent probative value, verifies the delivery of the products and services co-financed, the soundness of the expenditure declared and the compliance of such expenditure with Community rules and national rules. Controller can request additional explanations and documents from the Project Partner. After verification, the Controller issues the Declaration on validation of expenditure to the Project Partner. Process of validation, corresponding checklists and format of the Declaration are defined by the SEE Control Guidelines. The Declaration on validation includes declaration of the conducted verifications and amount of eligible expenditure (total, total public, IPA, state contribution) and annexes with description of findings (Annex A), break-down of expenditure per Work Package, Budget Line, specific type of expenditure and revenues to be deducted (Annex B) and full list of expenditure submitted by the partner for verification (Annex C).

· Project partner submits the Declaration on validation of expenditure to the Lead Partner.

· The Lead Partner has to submit an Application for Reimbursement to the JTS, supported by the original Declarations on validations of expenditure of all the project partners within a period of three months from the end of each reporting period.

The Controller will be responsible to ensure on-the-spot checks of the Montenegrin Lead beneficiaries/Project partners within the SEE Programme. On-the-spot checks will be performed according to the following dynamics:

· In case the public contribution received by the partner concerned does not exceed the amount of € 200.000, the partner shall be checked on the spot at least once before the final payment, or several times according to the risk assessment. 

· In case public contribution received by the partner exceeds the amount of € 200.000, the operation will be checked on the spot at least yearly in the project period and before the final payment.  
Upon receiving the information by the Managing Authority, the FLCO will prepare a schedule of On-the-spot checks based on a simple risk analysis, giving preference to the projects with higher risk factors. These are

1. Size of the contract

2. Type of activities, in particular:

· Level of sub-contracting and related secondary procurement

· Presence of infrastructural investments

3. Administrative and managerial capacities of the beneficiary, including previous experience in project management and size of organisation
The document of the Declaration on validation of expenditure consists of four main parts:

Declaration, where the controller declares in details that all the necessary verifications have been done, and declares the amounts of eligible expenditure (total, total public, ERDF, state contribution).
Annex “A”, which is in fact a control report in which controller reports in details on the findings of the desk based checks and the findings of the on the spot checks.
Annex “B”, in which the controller summarizes the total amount of eligible expenditure validated and covered by the given declaration by Work Packages (WP) and by Budget Lines (BL), the total amount of eligible expenditure related to specific types of expenditure (common costs, in kind contribution, 10% and 20% flexibility rules), and the revenues to be deducted from the total amount of eligible expenditure.
Annex “C”

Annex C has to contain the full list of expenditure submitted by the Project Partner for verification by Work Packages (WP) and by Budget Lines (BL).
In case partner submitting the report is responsible to declare common costs of the project, the FLCO verifies the common costs by issuing the Confirmation on common costs.

3.4.2 Audit Trail of FLC procedure in SEE
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3.4.3 Filing procedures for FLC under SEE

The following documents have to be retained by the Controllers concerning the verification of expenditure of each Lead beneficiary/Final beneficiary:

	No. 
	Document
	File

	1
	Approved Application Form
	True copy

	2
	Partnership Agreement (and its amendments)
	True copy

	3
	Subsidy Contract (and its amendments)
	True copy

	4
	Lead beneficiary/Final beneficiary Progress Reports
	Original and electronic version

	5
	Declarations on validation of expenditure
	Original and electronic version

	6
	Each invoice and accounting document of probative value related to project expenditure
	True copy

	7
	All supporting documents related to project expenditure e.g. payslips, bank statements, public procurement documents, contracts between Lead beneficiary/Final beneficiary and subcontractors, etc.
	True copy

	8
	All project deliverables (materials produced during the project period) submitted with the Lead beneficiary/Final beneficiary Reports
	Original and/or electronic version

	9
	Control checklists filled in and signed by the controller

related to each Lead beneficiary/Final beneficiary Report
	Original

	10
	Documentation of each requests for missing documents, completion of the Lead beneficiary/Final beneficiary Reports
	Original

	11
	Documentation of spot-checks (minutes/reports, checklists, etc.)
	Original

	12
	If relevant, audit reports 
	True copy


Upon the receipt of the first Progress/Partner report, the FLCO shall open a Project File with all the relevant documents. The documentation will be kept in Ministry of Finance archives for 7 years after programme closure, i.e. until 2022.
3.4.4 Relevant documents and templates for FLC under SEE
· First Level Control Guidelines for SEE Programme (Annex SEE.1)

· Partner Report (Annex SEE.2)
· Control checklist for Normal Projects (Annex SEE.3)
· Control checklist for TA projects (Annex SEE.4)
· Declaration on validation of expenditure (normal projects) (Annex SEE.5)

· Declaration on verification of expenditure (TA projects) (Annex SEE.6)

· Guidance to fill in Declaration on validation (Annex SEE.7)

· Confirmation on common costs (Annex SEE.8)

3.5 Control Procedures in IPA Adriatic CBC programme

3.5.1 Description of project reporting and FLC procedure in Adriatic

The procedures for first level control in Adriatic programme are described in detail in “Guidance for First Level Control” of the programme, which is annexed to this document. (Annex Adr 

The task of the first level controllers of each territory is to validate the expenditure reported by each beneficiary of the project. The First Level Control Offices issue the Declaration on Validation of Expenditure (DVE) on all reported expenditures, checked and considered eligible in order to allow lead beneficiaries to write up and submit to the Managing Authority (MA) the application for reimbursement (AR) of reported and validated expenditure. The MA shall, in turn, perform checks of its own competence and submit the documents relating to payments to Certifying Authority (CA). The CA will send payment orders to the Treasury of the Programme for reimbursement.

Each phase of this flow is conveyed through the Programme Management and Information System (MIS).

The Progress report is a reporting pack, which consists of:

· Activity Report that provides information on the achievement of project’s milestones and outputs;

· Financial Report which provides information on project’s expenditure;

· Annexes in reporting pack (statement on VAT status, update on declaration of state aid received, documents relating to public procurement...).

The information provided in the progress report allows the Lead Beneficiary, FLCO and MA/JTS to examine the progress of the project.
The procedure regarding the progress reporting should start with the arrangement provided by each beneficiary, the Progress Report (PR) regarding part of the activities in its own competency and the inserting data (de) into the Programme Management and Information System (MIS).

The PR, done by the Beneficiary, containing referential operation, accounted period, specific items of expenditure, concerning support documents expenditure, regularly paid within the specified accounted period, accounting documents of equivalent probative value and the check list for self-evaluation will be transmitted to the national  FLCO. In case public procurement have been launched, those will have to be mentioned in the Activity Report and the related documentation will have to be uploaded in MIS.

The Beneficiary sends copy of the Progress Report (pr), already sent to the FLCO, without attaching the supporting documents of expenditure, to his Lead Beneficiary who ensures the control of the operation of Beneficiary’s competency (Art. 96 Reg 718/2007).
The Lead Beneficiary sends a Project Progress Report (PPR), without attaching the supporting documents of expenditure, to the MA/JTS to allow the verifications on the operations carried out.
The Progress Reports will be entered in the Management and Information System of the Programme and sent on paper version to the relevant offices. 

Only templates of the progress report that are prepared by the Programme can be used by the Lead Beneficiary/Beneficiary. The Programme also encourages all projects to make use of the other documents of the management toolkit that will be available on the Programme website: www.adriaticipacbc.org. 
Figure 2 – Progress Reporting Procedure in Adriatic Programme
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Both the Lead Beneficiary and the MA/JTS have the possibility to see the progress report through the Management and Information System of the Programme.
The Progress Reports are processed by the national First Level Control Officers through the Management and Information System of the Programme and received on paper version by the National First Level Control Office.

Each beneficiary progress report to be submitted by the Lead Beneficiary/Final Beneficiary is made up of two parts: the activity report and the financial report. Both parts have to be verified in their contents by the first level controllers.

In accordance with Article 103 and 108 of Regulation (EC) No. 718/2006, verifications to be carried out at national level shall cover administrative, financial, technical and physical aspects of operations. Verifications shall ensure that the expenditure declared is real, that the products and services have been delivered, and that the operations and expenditures comply with relevant Community and national rules.

The process of verification carried out by the Controllers at national level includes 100% administrative verification and spot-checks, as appropriate.

After administrative documentary evaluation (desk checks), and before submitting Declarations on Verification of Expenditure (DVEs) to MA, FLCO carries out on-the-spot checks (SC) on a sample of the activities on type of operation and Beneficiary. 

At the end of desk and on-the-spot checks, and in any case within the deadline of three months from the receipt date of the Progress Report (Art. 108, Reg. (EC) No 718/2007), the First Level Control Office sends to Lead Beneficiary/Beneficiary the Declaration on Validation of Expenditure (DVE) reported, verified and considered eligible. 

The Lead Beneficiary, once it has collected Copies of DVE of all Beneficiaries/Partners, sent by FCLO, draws-up the Applications for Reimbursement (AR) of expenditure accounted and validated.

FLCO sends Copies of DVE of each Beneficiaries to MA/JTS to allow the verification of the regularity of Applications for Reimbursement (AR) sent by Lead Beneficiaries.

The Lead Beneficiary, once collected Copies of the DVE of each Beneficiaries draws-up the Applications for Reimbursement (AR) and sends it to the MA/JTS.
The MA/JTS monitors all components of the Progress Report, such as the description of activities, the report on achievement of the planned milestones and outputs, the lists of expenditure, tenders, as well as declarations on validation of expenditure.

If there are no further questions concerning the respective Progress Report or other outstanding issues regarding the project, the report is approved and the payment procedure can be launched.
First Level Controls of the TA expenditure are performed in the same way, albeit with different reporting and control templates.
Figure 3 – FLC procedure in Adriatic
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3.5.2 Audit Trail of First Level Control in Adriatic Programme
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3.5.3 Filing procedures for FLC under Adriatic

The following documents have to be retained by the Controllers concerning the verification of expenditure of each Lead beneficiary/Final beneficiary:

	No. 
	Document
	File

	1
	Approved Application Form
	True copy

	2
	Partnership Agreement (and its amendments)
	True copy

	3
	Subsidy Contract (and its amendments)
	True copy

	4
	Lead beneficiary/Final beneficiary Progress Reports
	Original and electronic version

	5
	Declarations on validation of expenditure
	Original and electronic version

	6
	Each invoice and accounting document of probative value related to project expenditure
	True copy

	7
	All supporting documents related to project expenditure e.g. payslips, bank statements, public procurement documents, contracts between Lead beneficiary/Final beneficiary and subcontractors, etc.
	True copy

	8
	All project deliverables (materials produced during the project period) submitted with the Lead beneficiary/Final beneficiary Reports
	Original and/or electronic version

	9
	Control checklists filled in and signed by the controller

related to each Lead beneficiary/Final beneficiary Report
	Original

	10
	Documentation of each requests for missing documents, completion of the Lead beneficiary/Final beneficiary Reports
	Original

	11
	Documentation of spot-checks (minutes/reports, checklists etc.)
	Original

	12
	If relevant, audit reports 
	True copy


Upon the receipt of the first Progress/Partner report, the FLCO shall open a Project File with all the relevant documents. The documentation will be kept in Ministry of Finance archives for 7 years after programme closure, i.e. until 2022.
3.5.4 Relevant documents and templates for FLC under Adriatic

· Guidance for First Level Controllers for IPA Adriatic CBC (Annex ADR.1) – A Working version developed in April 2012 – to be replaced with the final as soon as provided bu the MA
· Normal Project Checklist (Annex ADR.2)
· First Level Control Report for Normal Projects (Annex ADR.3)
· Declaration on Validation of Expenditure for normal projects (Annex ADR.4)
· TA Checklist (Annex ADR.5)
· TA First Level Control Report (Annex ADR.6)
· Declaration on Validation of TA Expenditure (Annex ADR.7)
4 Irregularities and recoveries procedures
4.1 Definitions of irregularities

Irregularity means any infringement of a provision of Community (including Financing Memoranda, Financing Agreements, contracts) and/or national law resulting from an act or omission by an economic operator (employee, natural or legal persons or other bodies), which has, or would have, the effect of prejudicing the general budget of the Communities by an unjustified item of expenditure.

Fraud means any intentional act or omission relating to :

· the use or presentation of false, incorrect or incomplete statements or documents, which has as its effect the misappropriation or wrongful retention of funds from the general budget of the European Communities or budgets managed by, or on behalf of, the European Communities,

· non-disclosure of information in violation of a specific obligation, with the same effect,

· (iii)the misapplication of such funds for purposes other than those for which they are originally granted.

Not all irregularities are fraud. Fraud may involve: falsification or alteration of records or documents; suppression or omission of the effects of transactions from records or documents; recording of false transaction; theft and wilful destruction or loss of assets and application of accounting or other regulations or policies.
It is a requirement of the EC that beneficiary countries report and control all irregularities. The verification and reporting of any irregularity to the EC is under the responsibility of the Irregularity Officer assigned in CFCU.
I. TYPES OF IRREGULARITIES

Irregularities can be Technical, Contractual, Financial or Administrative. Any of those irregularities can be Intentional or Unintentional and irregularities may have, or not have, a financial impact. Their nature may appear to be Systemic or of the One-off irregularity type.

II.1.
Technical, Contractual, Financial or Administrative irregularities

Technical Irregularities

Technical irregularities arise due to the supply of material or workmanship of a lower quality than that specified in the contract, most especially for works or supplies. Controls of the Engineer / Contractor / Supplier activities through spot checks of quality and quantities should be performed during regular site visits.

Contractual Irregularities
Contractual irregularities (for works or supplies in particular) arise due to incorrect application of the legal rules for a contract. A thorough knowledge of the basis of the contract is essential to avoid contractual irregularities. Contractual irregularities include :

· incorrect delegation of powers and duties,

· over-certification of payments,

· incorrect site instructions,

· incorrect approvals of materials or Contractor’s proposals,

· incorrect presentation of addenda (Variation Orders for Works),

· improper handling of the Contractor’s claims.

Financial Irregularities

Financial irregularities are fraudulent application or theft of funds, including corrupt practices. Financial irregularities are controlled by the internal and external audit, as well as by the internal ex-ante management and supervision procedures.  

Administrative Irregularities

Non-compliance with applicable rules for the tendering and financing of projects.

II.2.
Irregularities by type of infliction
Intentional

These are the actions of any operator of any involved institutions (Contractor, Beneficiary, supplier, CFCU, MA, CA banks or any other entity) in order to enrich himself or any other person in conflict with the Contract between the Beneficiary and Managing Authority, mainly through :

· invoices made out for undelivered services, goods and works – dummy (fictive) invoices,

· invoices made up by a fictive firm  - falsifications,

· invoices made up in duplicate,

· invoices made up for excessive amounts,

· non-charging quantity, price and other discount in the invoices,

· fraudulent transfer of funds to a wrong account,

· manipulating findings of documentary checks,

· manipulating findings arising from checks on the spot,

· falsifying and modifying accounting and/or other records and justifying documents

· incorrect submission or omission of events, operations or other important information.

Unintentional

These are the actions of any operator of any involved institutions (Contractor, Beneficiary, supplier, CFCU, MA, CA banks or any other entity) caused by negligence and resulting, in most cases, from infringement of approved procedures.  Unintentional irregularities are mainly the following:

· Faults and errors,

· Negligence,

· Unintentional infringement of operating procedures.

II.3.
Irregularities by type of impact

With financial impact
These are irregularities which already resulted in the payment of unjustified expenditure to the Beneficiary or a Contractor. Based on the request of the Certifying Authority, the Contractor or Beneficiary within prescribed time limit has to repay back amounts paid for unjustified expenditure (unduly paid expenses). 

Without financial impact

These are irregularities identified before reimbursement of unjustified expenditure to the Contractor or Beneficiary. 

II.4.
Irregularities by nature

Systemic irregularity

These are irregularities that occur recurrently or with a high probability of occurrence in the system as such throughout various projects. 

They arise out of failings in a financial management system and may occur horizontally through all projects. Generally, these are unintentional irregularities resulting from the deficiency in the system (i.e. insufficiently defined scope of control in the system).

One-off irregularity

These are irregularities that only occur throughout a specific project, but not in the system as such. They arise out of actions or errors under a specific project and should not occur throughout other projects when financial management procedures are properly observed. Generally, they are intentional irregularities or unintentional irregularities caused by negligence.
4.2 Description of Procedures for detecting and reporting Irregularities

Based on Article 70 of Regulation (EC) No 1083/2006, Article 17(2), (3) of Regulation (EC) No 1080/2006 and Articles 27 to 36 of Regulation (EC) No 1828/2006, the detecting, establishing, reporting to the Commission and follow-up of irregularities are the obligations of the Partner State hosting the project partners and thus managed on national level. The irregularity procedure will be conducted by that responsible organization of the Partner State whose territory the partner concerned is located. 

In order to ensure that the programme management bodies (MA, JTS, CA and AA) are informed on the irregularities detected by the Member/Partner States, the irregularities have to be reported by the responsible body of the Partner Country to the JTS/MA (in Verification Report). 

4.2.1 Programme level procedures:
1. An irregularity might be suspected on different stages of the project implementation by the Controllers and the programme management bodies (JTS, MA, AA, CA), i.e. before submission of Application for Reimbursement to the JTS, during the verification of the Application for Reimbursement and before the reimbursement of ERDF/IPA contribution and after reimbursement of the contribution to the project.

2. Independently the stage of the project implementation, the body which suspected the irregularity (Controller, JTS, MA, AA, etc.) has to report it to the responsible body for handling of irregularities at the given Member State or Partner Country whose territory the partner concerned is located.

The detection of the irregularity and the decision on the sanction is made at national level by the responsible body at Member State or Partner Country level, and than reported to the European Commission and to the JTS/MA in relevant checklists and verification documents.
4. In case the irregularity affects partly the project (one partner of the given Member State or Partner Country), and the decision on sanction by the responsible body of the Member State or Partner Country is the recovery of ERDF/IPA contribution unduly paid, the JTS/MA initiates the recovery procedure. The recovery of the ERDF/IPA contribution can be initiated only after the decision at national level.

5. When the irregularity reported affects the whole project, the Monitoring Committee is also entitled to make a decision about the irregularity. The decision can be termination of the contract, reduction of the ERDF contribution to the project, or lock out of the project partners from financing under the relevant Programme.
4.2.2 National procedures
In Montenegro, the CFCU as the Controller will be responsible for collecting information on irregularities and reporting of the irregularities to the Commission, MA/JTS and CA. An Irregularity Officer has been designated within the CFCU. 

An Irregularity Officer is designated to be the main contact point in respect to the irregularities. The Irregularity Officer is responsible to register irregularities, to prepare quarterly reports, and to keep contact with the MA/JTS, CA, the Commission, Ministry of Foreign Affairs and European Integration (MFAEI) and Anti Fraud Coordination Service (AFCOS).

The CFCU and MFAEI staff are obliged to report the suspected irregularities to the Irregularity Officer. However, the Irregularity Officer may receive information and reports on suspected irregularities from any other participant in programme and project implementation from other Partner Countries/Member States, in case they concern Montenegrin Partners. 

The decision on actions to be taken is brought by the Controller.
4.3 Recovery procedures
As set out in Art. 114 of the IPA Implementing Regulation, the recovery of undue payments is the ultimate responsibility of the participating hosting the project partner to whom the payment is made.
Excluding the case of irregularity as a result of fault or negligence of the MA, CA or AA, the participating country shall be responsible for reimbursing the IPA amounts to the European Union, when it is established that the loss has been incurred as a result of fault or negligence on its part, in compliance with Art. 114(2) of IPA Implementing Regulation, within the last day of the fourth month following the issuing of the order of recovery by the Managing Authority to the Participating Country.

In case irregularities are discovered prior to certifying expenditure, the respective control system set up in the participating country hosting a final beneficiary, has to ensure that any corrections required have been satisfactorily implemented before certifying the expenditure. The country in question will report these kind of irregularities detected only to the MA.

If the national FLCO discovers/indicates facts which require either a re-calculation of already disbursed IPA-interim payments or a recovery of already fully accounted sums for and disbursed IPA payments, it has to ensure that any corrections required have been satisfactorily implemented. 

In case the MA, the CA or the AA discover irregularities e.g. during the day-to-day-management of an operation or in case the MA is notified such irregularities as well as in case of breach of contract or infringement of the provisions it is based on, the CA in close cooperation with the MA will, in consultation with the participating country and when relevant the JMC, claim for reimbursement of the subsidy in whole or in part if the funds have already been paid out in accordance with Art. 114 (2) of IPA Implementing Regulation. The reimbursement can be calculated against the next payment to the lead beneficiary or, where applicable, remaining payments can be suspended. Amounts received from the recovery of subsidy payments will be credited to the account of the Programme. 

In case the CA in close cooperation with the MA is not able to recover unjustified funding from the lead beneficiary by the above means and within the last day of the fourth month following the issuing of the order of recovery by the Managing Authority to the lead beneficiary, the partner country on whose territory the respective final beneficiary is located bears the financial liability for irregularities committed by that final beneficiary. 

The MA upon request, will provide the partner country hosting a final beneficiary with all the information required in order to take up their responsibilities and liability towards the Programme. This includes subsidy contracts, financial and progress reports and related assessments concerning the final beneficiary located on their territory as well as the documentary evidences of the unsuccessful recovery procedure. 

After recovery, the CA repays the irregular payments recovered to the European Commission, together with interest received on late payment when applicable, by deducting the amounts concerned from its next statement of expenditure and request for payment to the European Commission, or if this is insufficient, by refunding the European Community. 

Following the rules set out above, in case the Programme Authorities are responsible for an irregularity, the liability vis-à-vis the European Commission falls on the PC hosting the Programme Authorities. In case of system irregularities, the partner country hosting a final beneficiary will jointly bear the financial consequences with the partner country hosting the Programme Authority that had failed its task, whereby it will be responsible in proportion to the IPA contribution allocated for final beneficiaries in its territory. 

In Montenegro, MFAEI will be responsible for the repayment of funds unduly paid to the relevant CA, based on the MA request. The funds will be provided from the ?????? budget line and transferred to the CA within 4 months of issuing of the order of recovery by the Managing Authority. Montenegro will also bare the costs of transfer of funds.
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� Commission Regulation (EC) No 718/2007, Art.86


� Commission Regulation (EC) No 718/2007, Art.98


� Commission Regulation (EC) No 718/2007, Art.86


� Commission Regulation (EC) No 718/2007, Art.86


� Commission Reulgation (EU) No 80/2010 amending Regulation (EC) No 718/2007


� Commission Regulation (EC) No 718/2007. Art.103


� Commission Regulation (EC) No 718/2007. Art.104


� Commission Regulation (EC) No 718/2007. Art.105


� Commission Regulation (EC) No 718/2007. Art.110


� For ADR in Acquila, for SEE in Budapest, for MED in Marseille


� The term “national authority” is not used in the IPA Implementing Regulation; it was introduced out of necessity in some of the Operational Programmes


� Commission Regulation (EC) No 718/2007, Art. 108


� Commission Regulation (EC) No 718/2007, Art. 114


� http://www.southeast-europe.net/en/downloads_section/programme_related_documents/


� http://www.southeast-europe.net/en/downloads_section/programme_related_documents/


� http://www.southeast-europe.net/en/downloads_section/programme_related_documents/


� http://www.southeast-europe.net/en/downloads_section/project_management_documents/





[image: image14..pict][image: image15..pict]_1245745086.xls
ADR

		FLC in Adriatic programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


Beneficiary submits the hard copy of the report and originals of the receipted invoices or accounting docu		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Progress Report 
(Template to be available on the website of the programme and on-line in MIS)
2

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the FLCO.

Off		3-5 days				MIS system


Normal Project Checklist
(Annex ADR.2)


First Level Control Report 
(Annex ADR.3)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				FLCO, PAO		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.2),

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the MIS forms on for expenditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE generated		3 days		FLCO		MIS,
Normal Project Checklist
(Annex ADR.2)
First Level Control Report for normal projects 
(Annex ADR.3),
Declaration on Validation of Expenditure for normal projects
(Annex ADR.4);

										PAO checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by FLCO (for both desk-based and on-the-sp				PAO

										FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentation returned to the Beneficiary are		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										TA Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


TA Beneficiary submits the hard copy of the report and originals of the receipted invoices or accountin		Max. 21 days after the end of reporting period (as specified in the Grant Contract)				Progress Report 
(Template to be available on the website of the programme and on-line in MIS)

														IA FLCO

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the IA FLCO.		3-5 days				MIS system


TA Project Checklist
(Annex ADR.5)


First Level Control Report 
(Annex ADR.6)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				IA FLCO;
Head of IA		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.5),

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, IA FLCO fills in the MIS forms on for expenIAditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										IA FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
IA FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE gen		3 days		IA FLCO		MIS,
TAChecklist
(Annex ADR.5)
TA First Level Control Report for normal projects 
(Annex ADR.6),
Declaration on Validation of Expenditure for TA projects
(Annex ADR.7);

										Head of IA checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by IA FLCO (for both desk-based and				Head of IA

										IA FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to IA FLCO. Copies of the original documentation returned to the Beneficiar		Max 21 from the day of the receipt of the Partner Report		IA FLCO



Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES

Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES



SEE

		FLC in SEE programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Partner Report
Annex SEE.2

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (normal projects) Annex SEE.5;

										FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Control checklist for Normal Projects (Annex SEE.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for Normal Projects (Annex SEE.3)

										FLCO finalises DVE by filling in the parts not automatically generated from the Partner Report.

In case partner is responsible for a common cost, FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		FLCO

										PAO checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the finance division.				PAO

										FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the origin		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		IA FLCO		TA Report

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (TA Projects) Annex SEE.11;

										IA FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

Head of Internal Audit checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		IA FLCO, 
Head of IA		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Internal Audit Registry and incorporated in the validation procedure.

If not, IA FLCO deducts the expenditure that has not been adequately justified with a		1 day upon receipt		IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Control checklist for TA Projects (Annex SEE.4)

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for TA Projects (Annex SEE.4)

										IA FLCO finalises DVE by filling in the parts not automatically generated from the TAr Report.

In case partner is responsible for a common cost, IA FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		IA FLCO

										Head of IA checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the iInternal Audit.				Head of IA

										IA FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the TA Beneficiary accompanied with the original documentation (receipts and accounting documents) which the TA Beneficiary sent to IA FLCO. Copies o		Max 21 from the day of the receipt of the Partner Report		IA FLCO



Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES

Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES



MED

		FLC in MED programme

		Flowchart								Narrative		Deadline		Responsible person		Document

										Project Partner submits its Partner Report containing Progress Report and List of Expenditure through the PRESAGE Monitoring System. 

Partner reports are verified by the Lead Partner before the official submission. 

FLCO is notified of the submission el		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		PRESAGE system
(“Expenditure lists”, “Progress reports list”)

										In the PRESAGE programme, FLCO verifies the expenditure in the expenditure list, if needed, modifies the amounts of eligible expenditure and adds comments. He/she checks the appropriateness of the partner’s the accounting system, avoidance of double finan		3-5 days				PRESAGE system

FLC Guide for MED Programme (“Eligible expenditure”)
Desk-check checklist 
(MED.2)

										FLCO prepares a request for additional documents to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

The Beneficiary is required to insert additional documents		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO		PRESAGE

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the on-the-spot checklist , FLCO checks the expenditure and relevant documentation.						On-the-spot Checklist 
(MED.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the On-the-spot Checklist and concludes the On-the-Spot Report..

										FLCO prints out 3 copies of Certification of expenditure and Checklist, signs them and submits both to PAO for signature.		3 days		FLCO		PRESAGE 


Desk-based Checklist 
(MED.2)
On-the-spot Checklist 
(MED.3)
Declaration on verification of expenditure 
(MED.5)

										PAO checks, signs and stamps the Certificate and the Checklist.

One signed copy of the Certificate and the signed Checklist are kept in the project file of the FLCO.				PAO;
FLCO

										FLCO submits the DVE through PRESAGE and submits the 2 originals of DVE  and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentatio		Max 21 from the day of the receipt of the Partner Report		FLCO



Registration of the partner Report

Request for mising documents

Announcement of on-the spot check

Preparation of the Certificate of expenditure

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of the Certificate

Documentation complete

Dispatching of the Certificate to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

YES

NO

NO

YES
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ADR

		FLC in Adriatic programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


Beneficiary submits the hard copy of the report and originals of the receipted invoices or accounting docu		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Progress Report 
(Template to be available on the website of the programme and on-line in MIS)
2

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the FLCO.

Off		3-5 days				MIS system


Normal Project Checklist
(Annex ADR.2)


First Level Control Report 
(Annex ADR.3)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				FLCO, PAO		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.2),

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the MIS forms on for expenditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE generated		3 days		FLCO		MIS,
Normal Project Checklist
(Annex ADR.2)
First Level Control Report for normal projects 
(Annex ADR.3),
Declaration on Validation of Expenditure for normal projects
(Annex ADR.4);

										PAO checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by FLCO (for both desk-based and on-the-sp				PAO

										FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentation returned to the Beneficiary are		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										TA Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


TA Beneficiary submits the hard copy of the report and originals of the receipted invoices or accountin		Max. 21 days after the end of reporting period (as specified in the Grant Contract)				Progress Report 
(Template to be available on the website of the programme and on-line in MIS)

														IA FLCO

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the IA FLCO.		3-5 days				MIS system


TA Project Checklist
(Annex ADR.5)


First Level Control Report 
(Annex ADR.6)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				IA FLCO;
Head of IA		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.5),

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, IA FLCO fills in the MIS forms on for expenIAditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										IA FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
IA FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE gen		3 days		IA FLCO		MIS,
TAChecklist
(Annex ADR.5)
TA First Level Control Report for normal projects 
(Annex ADR.6),
Declaration on Validation of Expenditure for TA projects
(Annex ADR.7);

										Head of IA checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by IA FLCO (for both desk-based and				Head of IA

										IA FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to IA FLCO. Copies of the original documentation returned to the Beneficiar		Max 21 from the day of the receipt of the Partner Report		IA FLCO



Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES

Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES



SEE

		FLC in SEE programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Partner Report
Annex SEE.2

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (normal projects) Annex SEE.5;

										FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Control checklist for Normal Projects (Annex SEE.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for Normal Projects (Annex SEE.3)

										FLCO finalises DVE by filling in the parts not automatically generated from the Partner Report.

In case partner is responsible for a common cost, FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		FLCO

										PAO checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the finance division.				PAO

										FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the origin		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		IA FLCO		TA Report

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (TA Projects) Annex SEE.11;

										IA FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

Head of Internal Audit checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		IA FLCO, 
Head of IA		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Internal Audit Registry and incorporated in the validation procedure.

If not, IA FLCO deducts the expenditure that has not been adequately justified with a		1 day upon receipt		IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Control checklist for TA Projects (Annex SEE.4)

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for TA Projects (Annex SEE.4)

										IA FLCO finalises DVE by filling in the parts not automatically generated from the TAr Report.

In case partner is responsible for a common cost, IA FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		IA FLCO

										Head of IA checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the iInternal Audit.				Head of IA

										IA FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the TA Beneficiary accompanied with the original documentation (receipts and accounting documents) which the TA Beneficiary sent to IA FLCO. Copies o		Max 21 from the day of the receipt of the Partner Report		IA FLCO
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Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete
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On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up
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MED

		FLC in MED programme

		Flowchart								Narrative		Deadline		Responsible person		Document

										Project Partner submits its Partner Report containing Progress Report and List of Expenditure through the PRESAGE Monitoring System. 

Partner reports are verified by the Lead Partner before the official submission. 

FLCO is notified of the submission el		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		PRESAGE system
(“Expenditure lists”, “Progress reports list”)

										In the PRESAGE programme, FLCO verifies the expenditure in the expenditure list, if needed, modifies the amounts of eligible expenditure and adds comments. He/she checks the appropriateness of the partner’s the accounting system, avoidance of double finan		3-5 days				PRESAGE system

FLC Guide for MED Programme (“Eligible expenditure”)
Desk-check checklist 
(MED.2)

										FLCO prepares a request for additional documents to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

The Beneficiary is required to insert additional documents		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO		PRESAGE

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the on-the-spot checklist , FLCO checks the expenditure and relevant documentation.						On-the-spot Checklist 
(MED.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the On-the-spot Checklist and concludes the On-the-Spot Report..

										FLCO prints out 3 copies of Certification of expenditure and Checklist, signs them and submits both to PAO for signature.		3 days		FLCO		PRESAGE 


Desk-based Checklist 
(MED.2)
On-the-spot Checklist 
(MED.3)
Declaration on verification of expenditure 
(MED.5)

										PAO checks, signs and stamps the Certificate and the Checklist.

One signed copy of the Certificate and the signed Checklist are kept in the project file of the FLCO.				PAO;
FLCO

										FLCO submits the DVE through PRESAGE and submits the 2 originals of DVE  and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentatio		Max 21 from the day of the receipt of the Partner Report		FLCO



Registration of the partner Report

Request for mising documents

Announcement of on-the spot check

Preparation of the Certificate of expenditure

On the spot check: Opening and obtaining information and overview
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Documentation complete
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NO
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ADR

		FLC in Adriatic programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


Beneficiary submits the hard copy of the report and originals of the receipted invoices or accounting docu		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Progress Report 
(Template to be available on the website of the programme and on-line in MIS)
2

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the FLCO.

Off		3-5 days				MIS system


Normal Project Checklist
(Annex ADR.2)


First Level Control Report 
(Annex ADR.3)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				FLCO, PAO		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.2),

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the MIS forms on for expenditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE generated		3 days		FLCO		MIS,
Normal Project Checklist
(Annex ADR.2)
First Level Control Report for normal projects 
(Annex ADR.3),
Declaration on Validation of Expenditure for normal projects
(Annex ADR.4);

										PAO checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by FLCO (for both desk-based and on-the-sp				PAO

										FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentation returned to the Beneficiary are		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										TA Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


TA Beneficiary submits the hard copy of the report and originals of the receipted invoices or accountin		Max. 21 days after the end of reporting period (as specified in the Grant Contract)				Progress Report 
(Template to be available on the website of the programme and on-line in MIS)

														IA FLCO

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the IA FLCO.		3-5 days				MIS system


TA Project Checklist
(Annex ADR.5)


First Level Control Report 
(Annex ADR.6)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				IA FLCO;
Head of IA		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.5),

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, IA FLCO fills in the MIS forms on for expenIAditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										IA FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
IA FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE gen		3 days		IA FLCO		MIS,
TAChecklist
(Annex ADR.5)
TA First Level Control Report for normal projects 
(Annex ADR.6),
Declaration on Validation of Expenditure for TA projects
(Annex ADR.7);

										Head of IA checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by IA FLCO (for both desk-based and				Head of IA

										IA FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to IA FLCO. Copies of the original documentation returned to the Beneficiar		Max 21 from the day of the receipt of the Partner Report		IA FLCO
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Request for missing documents
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SEE

		FLC in SEE programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Partner Report
Annex SEE.2

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (normal projects) Annex SEE.5;

										FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Control checklist for Normal Projects (Annex SEE.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for Normal Projects (Annex SEE.3)

										FLCO finalises DVE by filling in the parts not automatically generated from the Partner Report.

In case partner is responsible for a common cost, FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		FLCO

										PAO checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the finance division.				PAO

										FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the origin		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		IA FLCO		TA Report

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (TA Projects) Annex SEE.11;

										IA FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

Head of Internal Audit checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		IA FLCO, 
Head of IA		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Internal Audit Registry and incorporated in the validation procedure.

If not, IA FLCO deducts the expenditure that has not been adequately justified with a		1 day upon receipt		IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Control checklist for TA Projects (Annex SEE.4)

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for TA Projects (Annex SEE.4)

										IA FLCO finalises DVE by filling in the parts not automatically generated from the TAr Report.

In case partner is responsible for a common cost, IA FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		IA FLCO

										Head of IA checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the iInternal Audit.				Head of IA

										IA FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the TA Beneficiary accompanied with the original documentation (receipts and accounting documents) which the TA Beneficiary sent to IA FLCO. Copies o		Max 21 from the day of the receipt of the Partner Report		IA FLCO



Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES

Registration of the partner Report

Request for missing documents

Announcement of on-the spot check

Preparation of the DVE

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of DVE

Documentation complete

Dispatching of DVE to the Project Partner

Verification checks (desk checks)

On-the-spot check planned?

On the spot check: Opening and obtaining information and overview

On the spot check: Closure and Follow up

Yes

NO

NO

YES



MED

		FLC in MED programme

		Flowchart								Narrative		Deadline		Responsible person		Document

										Project Partner submits its Partner Report containing Progress Report and List of Expenditure through the PRESAGE Monitoring System. 

Partner reports are verified by the Lead Partner before the official submission. 

FLCO is notified of the submission el		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		PRESAGE system
(“Expenditure lists”, “Progress reports list”)

										In the PRESAGE programme, FLCO verifies the expenditure in the expenditure list, if needed, modifies the amounts of eligible expenditure and adds comments. He/she checks the appropriateness of the partner’s the accounting system, avoidance of double finan		3-5 days				PRESAGE system

FLC Guide for MED Programme (“Eligible expenditure”)
Desk-check checklist 
(MED.2)

										FLCO prepares a request for additional documents to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

The Beneficiary is required to insert additional documents		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO		PRESAGE

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the on-the-spot checklist , FLCO checks the expenditure and relevant documentation.						On-the-spot Checklist 
(MED.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the On-the-spot Checklist and concludes the On-the-Spot Report..

										FLCO prints out 3 copies of Certification of expenditure and Checklist, signs them and submits both to PAO for signature.		3 days		FLCO		PRESAGE 


Desk-based Checklist 
(MED.2)
On-the-spot Checklist 
(MED.3)
Declaration on verification of expenditure 
(MED.5)

										PAO checks, signs and stamps the Certificate and the Checklist.

One signed copy of the Certificate and the signed Checklist are kept in the project file of the FLCO.				PAO;
FLCO

										FLCO submits the DVE through PRESAGE and submits the 2 originals of DVE  and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentatio		Max 21 from the day of the receipt of the Partner Report		FLCO
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Request for mising documents

Announcement of on-the spot check

Preparation of the Certificate of expenditure

On the spot check: Opening and obtaining information and overview

Incorporation of the missing documents

Signature of the Certificate
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ADR

		FLC in Adriatic programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


Beneficiary submits the hard copy of the report and originals of the receipted invoices or accounting docu		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Progress Report 
(Template to be available on the website of the programme and on-line in MIS)
2

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the FLCO.

Off		3-5 days				MIS system


Normal Project Checklist
(Annex ADR.2)


First Level Control Report 
(Annex ADR.3)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				FLCO, PAO		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.2),

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the MIS forms on for expenditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE generated		3 days		FLCO		MIS,
Normal Project Checklist
(Annex ADR.2)
First Level Control Report for normal projects 
(Annex ADR.3),
Declaration on Validation of Expenditure for normal projects
(Annex ADR.4);

										PAO checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by FLCO (for both desk-based and on-the-sp				PAO

										FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentation returned to the Beneficiary are		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										TA Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


TA Beneficiary submits the hard copy of the report and originals of the receipted invoices or accountin		Max. 21 days after the end of reporting period (as specified in the Grant Contract)				Progress Report 
(Template to be available on the website of the programme and on-line in MIS)

														IA FLCO

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the IA FLCO.		3-5 days				MIS system


TA Project Checklist
(Annex ADR.5)


First Level Control Report 
(Annex ADR.6)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				IA FLCO;
Head of IA		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.5),

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, IA FLCO fills in the MIS forms on for expenIAditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										IA FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
IA FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE gen		3 days		IA FLCO		MIS,
TAChecklist
(Annex ADR.5)
TA First Level Control Report for normal projects 
(Annex ADR.6),
Declaration on Validation of Expenditure for TA projects
(Annex ADR.7);

										Head of IA checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by IA FLCO (for both desk-based and				Head of IA

										IA FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to IA FLCO. Copies of the original documentation returned to the Beneficiar		Max 21 from the day of the receipt of the Partner Report		IA FLCO



Registration of the partner Report

Request for missing documents

Announcement of on-the spot check
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Incorporation of the missing documents
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SEE

		FLC in SEE programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Partner Report
Annex SEE.2

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (normal projects) Annex SEE.5;

										FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Control checklist for Normal Projects (Annex SEE.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for Normal Projects (Annex SEE.3)

										FLCO finalises DVE by filling in the parts not automatically generated from the Partner Report.

In case partner is responsible for a common cost, FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		FLCO

										PAO checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the finance division.				PAO

										FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the origin		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		IA FLCO		TA Report

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (TA Projects) Annex SEE.11;

										IA FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

Head of Internal Audit checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		IA FLCO, 
Head of IA		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Internal Audit Registry and incorporated in the validation procedure.

If not, IA FLCO deducts the expenditure that has not been adequately justified with a		1 day upon receipt		IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Control checklist for TA Projects (Annex SEE.4)

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for TA Projects (Annex SEE.4)

										IA FLCO finalises DVE by filling in the parts not automatically generated from the TAr Report.

In case partner is responsible for a common cost, IA FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		IA FLCO

										Head of IA checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the iInternal Audit.				Head of IA

										IA FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the TA Beneficiary accompanied with the original documentation (receipts and accounting documents) which the TA Beneficiary sent to IA FLCO. Copies o		Max 21 from the day of the receipt of the Partner Report		IA FLCO
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MED

		FLC in MED programme

		Flowchart								Narrative		Deadline		Responsible person		Document

										Project Partner submits its Partner Report containing Progress Report and List of Expenditure through the PRESAGE Monitoring System. 

Partner reports are verified by the Lead Partner before the official submission. 

FLCO is notified of the submission el		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		PRESAGE system
(“Expenditure lists”, “Progress reports list”)

										In the PRESAGE programme, FLCO verifies the expenditure in the expenditure list, if needed, modifies the amounts of eligible expenditure and adds comments. He/she checks the appropriateness of the partner’s the accounting system, avoidance of double finan		3-5 days				PRESAGE system

FLC Guide for MED Programme (“Eligible expenditure”)
Desk-check checklist 
(MED.2)

										FLCO prepares a request for additional documents to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

The Beneficiary is required to insert additional documents		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO		PRESAGE

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the on-the-spot checklist , FLCO checks the expenditure and relevant documentation.						On-the-spot Checklist 
(MED.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the On-the-spot Checklist and concludes the On-the-Spot Report..

										FLCO prints out 3 copies of Certification of expenditure and Checklist, signs them and submits both to PAO for signature.		3 days		FLCO		PRESAGE 


Desk-based Checklist 
(MED.2)
On-the-spot Checklist 
(MED.3)
Declaration on verification of expenditure 
(MED.5)

										PAO checks, signs and stamps the Certificate and the Checklist.

One signed copy of the Certificate and the signed Checklist are kept in the project file of the FLCO.				PAO;
FLCO

										FLCO submits the DVE through PRESAGE and submits the 2 originals of DVE  and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentatio		Max 21 from the day of the receipt of the Partner Report		FLCO
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ADR

		FLC in Adriatic programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


Beneficiary submits the hard copy of the report and originals of the receipted invoices or accounting docu		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Progress Report 
(Template to be available on the website of the programme and on-line in MIS)
2

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the FLCO.

Off		3-5 days				MIS system


Normal Project Checklist
(Annex ADR.2)


First Level Control Report 
(Annex ADR.3)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				FLCO, PAO		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.2),

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the MIS forms on for expenditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE generated		3 days		FLCO		MIS,
Normal Project Checklist
(Annex ADR.2)
First Level Control Report for normal projects 
(Annex ADR.3),
Declaration on Validation of Expenditure for normal projects
(Annex ADR.4);

										PAO checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by FLCO (for both desk-based and on-the-sp				PAO

										FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentation returned to the Beneficiary are		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										TA Beneficiary submits its Progress Report containing Activity Report and Financial Report through the Adriatic Programme MIS system, electronically.


TA Beneficiary submits the hard copy of the report and originals of the receipted invoices or accountin		Max. 21 days after the end of reporting period (as specified in the Grant Contract)				Progress Report 
(Template to be available on the website of the programme and on-line in MIS)

														IA FLCO

										On line, in the Programme MIS, the FLCO checks the expenditure according to the work packages and budget lines. By clicking on each of the items, a window opens with data on the supporting documentation, allowing comments and corrections of the IA FLCO.		3-5 days				MIS system


TA Project Checklist
(Annex ADR.5)


First Level Control Report 
(Annex ADR.6)

										FLCO prepares a request for additional documents to the Beneficiary 
- on line in MIS and
- in a letter to Beneficiary.


PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

For the				IA FLCO;
Head of IA		Cover letter,
Request for additional documents

										When the documents are received, the validation procedure for the expenditure covered by the documents is re-launched. For the rest of the expenditure, the procedure continues without awaiting of the integration of the missing documents.				IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed by MA. For those operations designated by the MA for on-the-spot check, the MIS system will indicate that they require on-the-spot check.						MIS

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received.

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Normal Project Checklist
(Annex ADR.5),

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, IA FLCO fills in the MIS forms on for expenIAditure verification online. 


Off line, he/she fills in the Checklists and FLC Report.

										IA FLCO finishes the Control Report that is annexed to the DVE in 3 copies and signs them. (Annex A).
IA FLCO prints and signs one copy of the checklist, which will be annexed to the DVE and signs it(Annex C).

He/she then prints out  3 copies the DVE gen		3 days		IA FLCO		MIS,
TAChecklist
(Annex ADR.5)
TA First Level Control Report for normal projects 
(Annex ADR.6),
Declaration on Validation of Expenditure for TA projects
(Annex ADR.7);

										Head of IA checks, signs and stamps the DVE and annexes. 
DVE is annexed by 
A. Control Report by FLCO (including report on both desk-based and on-the-spot checks)
B. Progress Report prepared by Beneficiary
C. Checklist by IA FLCO (for both desk-based and				Head of IA

										IA FLCO dispatches the 2 originals of DVE and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to IA FLCO. Copies of the original documentation returned to the Beneficiar		Max 21 from the day of the receipt of the Partner Report		IA FLCO
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SEE

		FLC in SEE programme

		Normal projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		Partner Report
Annex SEE.2

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (normal projects) Annex SEE.5;

										FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), FLCO checks the expenditure and relevant documentation.						Control checklist for Normal Projects (Annex SEE.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for Normal Projects (Annex SEE.3)

										FLCO finalises DVE by filling in the parts not automatically generated from the Partner Report.

In case partner is responsible for a common cost, FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		FLCO

										PAO checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the finance division.				PAO

										FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the origin		Max 21 from the day of the receipt of the Partner Report		FLCO

		TA projects

		Flowchart								Narrative		Deadline		Responsible person		Document

										Beneficiary submits its Partner Report containing Activity Report and Financial Report through electronically and in hard copy.


Beneficiary submits the originals of the receipted invoices or accounting documents of equivalent probative value to the FLCO		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		IA FLCO		TA Report

										The Partner Report document produces the format of the Validation of Expenditure.  As the same file of the reporting tool has to be used by the Controllers to generate the Declaration on validation of expenditure, for the proper separation of the work of		3-5 days				Declaration on validation of expenditure (TA Projects) Annex SEE.11;

										IA FLCO prepares a request for additional documents with a cover letter to the Beneficiary.

Head of Internal Audit checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		IA FLCO, 
Head of IA		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Internal Audit Registry and incorporated in the validation procedure.

If not, IA FLCO deducts the expenditure that has not been adequately justified with a		1 day upon receipt		IA FLCO

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The IA FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

IA FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		IA FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the checklist (the part relevant for On-the-spot checks), IA FLCO checks the expenditure and relevant documentation.						Control checklist for TA Projects (Annex SEE.4)

										IA FLCO holds a closing meeting with the project manager and other relevant members of the team.						Minutes from the closing meeting, Attendance list

Control checklist for TA Projects (Annex SEE.4)

										IA FLCO finalises DVE by filling in the parts not automatically generated from the TAr Report.

In case partner is responsible for a common cost, IA FLCO also issues the  Confirmation of common costs.

He/she prints it out in 3 copies and signs.		3 days		IA FLCO

										Head of IA checks, signs and stamps the DVE and annexes in three originals. 


One original of the documents is filed in the iInternal Audit.				Head of IA

										IA FLCO dispatches the 2 originals of DVE (and, if relevant, Confirmation of common costs) and annexes to the TA Beneficiary accompanied with the original documentation (receipts and accounting documents) which the TA Beneficiary sent to IA FLCO. Copies o		Max 21 from the day of the receipt of the Partner Report		IA FLCO
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MED

		FLC in MED programme

		Flowchart								Narrative		Deadline		Responsible person		Document

										Project Partner submits its Partner Report containing Progress Report and List of Expenditure through the PRESAGE Monitoring System. 

Partner reports are verified by the Lead Partner before the official submission. 

FLCO is notified of the submission el		Max. 21 days after the end of reporting period (as specified in the Grant Contract)		FLCO		PRESAGE system
(“Expenditure lists”, “Progress reports list”)

										In the PRESAGE programme, FLCO verifies the expenditure in the expenditure list, if needed, modifies the amounts of eligible expenditure and adds comments. He/she checks the appropriateness of the partner’s the accounting system, avoidance of double finan		3-5 days				PRESAGE system

FLC Guide for MED Programme (“Eligible expenditure”)
Desk-check checklist 
(MED.2)

										FLCO prepares a request for additional documents to the Beneficiary.

PAO checks and signs the request and the cover letter. 

The request is registered in the internal register of the Ministry.

The Beneficiary is required to insert additional documents		FLCO initiates the procedure as soon as the list of missing documents is defined.
There are two deadlines of 7 days for the Beneficiary send the documents to FLCO.		FLCO, PAO		Cover letter,
Request for additional documents

										If the documents are received according to the first or second request, they are registered in the Ministry of Finance and incorporated in the validation procedure.

If not, FLCO deducts the expenditure that has not been adequately justified with addition		1 day upon receipt		FLCO		PRESAGE

										On-the-spot visit is to be performeed according to a schedule developed at the begining of the implementation period of a set of contracts under the same Call for Proposals. The criteria are as follows:

In case the public contribution received by the par						On-the-spot check schedule

										The FLCO should plan and announce on-the-spot check as soon as the Progress Report is received

FLCO announces the on-the-spot check at least 7 days prior to the visit.		Upon receipt of the Progress Report and 7 days prior the visit to the beneficiary		FLCO		Letter of Announcement of on-the-spot check

										FLCO runs the introductory meeting with the project manager in the Beneficiary institution and other relevant personnel and
initiates individual interviews, if needed. 
They jointly plan further activities according to the checklist (the part for On-th

										Based on the on-the-spot checklist , FLCO checks the expenditure and relevant documentation.						On-the-spot Checklist 
(MED.3)

										FLCO holds a closing meeting with the project manager and other relevant members of the team. 


After the meeting, FLCO fills in the On-the-spot Checklist and concludes the On-the-Spot Report..

										FLCO prints out 3 copies of Certification of expenditure and Checklist, signs them and submits both to PAO for signature.		3 days		FLCO		PRESAGE 


Desk-based Checklist 
(MED.2)
On-the-spot Checklist 
(MED.3)
Declaration on verification of expenditure 
(MED.5)

										PAO checks, signs and stamps the Certificate and the Checklist.

One signed copy of the Certificate and the signed Checklist are kept in the project file of the FLCO.				PAO;
FLCO

										FLCO submits the DVE through PRESAGE and submits the 2 originals of DVE  and annexes to the Beneficiary accompanied with the original documentation (receipts and accounting documents) which the Beneficiary sent to FLCO. Copies of the original documentatio		Max 21 from the day of the receipt of the Partner Report		FLCO
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