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CHAPTER 1 INTRODUCTION 
[bookmark: _Toc441497884][bookmark: _Toc124406013]1.1. Abbreviations
	MA 
	Managing Authority 

	NA
	National Authority

	ROCBC TM
	Regional Office for Cross-Border Cooperation of Timisoara

	MC
	Monitoring Committee 

	AF
	Application Form

	MPWDA
	Ministry of Development, Public Works and Administration

	JeMS
	Joint Electronic Monitoring System

	JS
	Joint Secretariat 

	FLCU
	The First Level Control Units within ROCBC Timişoara and   Division for control of projects financed under the European territorial cooperation programmes with EU Member States, Ministry of European Integration



	AA
	Audit Authority





[bookmark: _Toc441497885][bookmark: _Toc124406014]1.2. Definitions
Regional Office for Cross-Border Cooperation Timisoara – represents the non-governmental, nonprofit authority for public service, having a legal status and which is organized and functions under the conditions of the Law no. 315/2004 regarding the regional development in Romania, with its subsequent amendments and completions and in accordance with Government Decision 936/ 2020, with its subsequent amendments and completions.
Territorial office, is an integral part of ROCBC Timisoara, and which carries out its activity in the territory, respectively in Caraş-Severin County – Reşiţa City and Mehedinţi County – Drobeta Turnu Severin City.
Managing Authority represents the division within the Ministry of Development, Public Works and Administration which fulfills the role of the Managing Authority for the Interreg IPA Romania – Serbia Programme. 
National Authority:  Responsible for the coordination of the programme management in the partner state and for setting up the control system in order to validate the expenditures at national level and ensuring co-financing, (Department within the Ministry of European Integration).
JeMS: Joint Electronic Moinitoring System.
Interreg IPA Romania – Serbia Programme, represents the cross-border cooperation programme for the period 2021 - 2027, approved by the Commission Decision 5322/ 19 July 2022.
Joint Secretariat, assists the Managing Authority, the Monitoring Committee, and, when necessary, the Audit Authority related to the discharge of their duties regarding the implementation of the Programme. The Joint Secretariat is in charge with the management of the activities of the Programme. The Joint Secretariat will also secure the relation between the Programme Implementation Authorities. Its headquarters are in Timisoara in Romania and it has an antenna in Zrenjanin, Serbia.
Controller is responsible for verifying the legality and regularity of the expenditure declared by each final beneficiary participating in the operation. From Romanian side the controllers are employees within the First Level Control Unit of ROCBC Timisoara, and from Serbian side the controllers are personnel of the Division for control of projects financed under the European territorial cooperation programmes with EU Member States., Ministry of European Integration, Republic of Serbia.
Lead Beneficiary is a project partner designated by the project partners involved in a project responsible for coordinating the process of development, submission and implementation of that specific project.

[bookmark: _Toc441497886][bookmark: _Toc124406015]1.3. Reference documents					
· Regulation (EU) 2021/1529 of the European Parliament and of the Council of 15 September 2021 establishing the Instrument for Pre-accession Assistance (IPA III);
· Regulation (EU) 2021/1059 of the European Parliament and of the Council of 24 June 2021 on specific provisions for the European Territorial Cooperation goal (Interreg) supported by the European Regional Development Fund and external financing instruments;
· Regulation (EU) 2021/1060 of the European Parliament and of the Council of 24 June 2021 laying down common provisions on the European Regional Development Fund, the European Social Fund Plus, the Cohesion Fund, the Just Transition Fund and the European Maritime, Fisheries and Aquaculture Fund and financial rules for those and for the Asylum, Migration and Integration Fund, the Internal Security Fund and the Instrument for Financial Support for Border Management and Visa Policy;
· Regulation (EU, Euratom) 2024/2509 of the European Parliament and of the Council of 23 September 2024 on the financial rules applicable to the general budget of the Union (recast)
· Interreg IPA Romania - Serbia programming document, as approved by the European Commission Decision no. 5322/ 19.07.2022;
· Financing Agreement for Interreg IPA Romania – Serbia; 
· Government Decision No. 936 of 5 November 2020 for the approval of the general framework necessary for the involvement of the Romanian authorities and institutions in the process of programming and negotiation of non-reimbursable external funds related to the 2021-2027 programming period and of the institutional framework for coordination, management and control of these funds; 
· Application pack of the call for proposals;
· Jems manual for beneficiaries.


Other relevant documents
· Public Procurement Procedures for all Serbian beneficiaries and Romanian private beneficiaries (2021 - 2027)
· Procurement and Grants for European Union external actions – a Practical Guide Version 24 June 2022 (only for templates & only for Serbian beneficiaries and for Romanian private beneficiaries);
· Romanian procurement legislation applicable for the Romanian public beneficiaries;
· Romanian legislation for establishing irregularities, fraud and applying financial correction;
· Fraud Risk Assessment and Effective and Proportionate Anti-Fraud Measures), EGESIF_14-0021-00, version, 16.06.2014, https://ec.europa.eu/sfc/sites/sfc2014/files/sfc-files/guidance_fraud_risk_assessment_ro.pdf;
· List of eligible expenditures approved by the Monitoring Committee;
· Subsidy contract;Manual of procedures for the Control body in Serbia European Territorial Cooperation Programmes under shared management 2021-2027

[bookmark: _Toc441497887][bookmark: _Toc124406016]CHAPTER 2. PURPOSE AND THE PROCEDURE APPLICATION FIELD 
[bookmark: _Toc441497888][bookmark: _Toc124406017]2.1. General principles and purpose 
The role of the guide regarding the first level control of the projects financed within the Interreg IPA Romania – Serbia Programme is to set forth the working procedure as well as the responsibilities of the first level controllers within the relevant bodies having responsibilities regarding the implementation of the programme both in Romania and Serbia.  The deadlines mentioned in this procedure are to be understood as maximum number of days available.
The legal basis for the controllers duties comes from the Interreg Regulation No. 2021/ 1059, article 46.
In carrying out their duties, the controllers will verify the compliance with the rules referring to the following issues:  
· Sound financial management; 
· Public procurement; 
· Double financing; 
· Publicity rules; 
· Compliance with the requirements about equality between men and women and non-discrimination, verification based on comparison of the Partner progress report with the Application Form; 
· Sustainable development, verification based on comparison of the Partner progress report with the Application Form;  
· Conflict of interest.

Control activities must ensure that all works, goods and services paid for have been delivered and costs paid out in compliance with CPR, Regulation (EU) 2021/1059, national legislation and relevant public procurement provisions.
Both administrative and on-the-spot verifications should be proportionate to the risks identified ex-ante. This means that not all partner reports and all items within a partner reports will be verified. The management verifications will focus on the risky cost categories in the partner reports and risky projects, as described below.
According to the Article 84 of the CPR, the management and control system of the Programme is functioning effectively when the total error rate for each year is 2 % or below. The Programme uses same approach for the project partners.
Thus, pursuant to the Article 80 of the CPR the controller based on their professional judgement may extend the verification, when this is needed to support robust conclusions.
In the context of the Interreg IPA Romania-Serbia Programme, the managing authority elaborated a single methodology for risk-based management verifications, which is applied for the whole programme and the minimum requirements (and risk factors) for risk-based management verifications, to be used for the controllers in both participating countries to the Programme.
While performing the analysis of programme data on the most common types of errors, their nature and sources in order to elaborate the risk-based management verifications methodology, the MA also envisaged additional measures to mitigate and reduce the risks, such as:
· Reducing the number of options that a programme offers to reimburse certain cost categories. Thus, for certain cost categories either real cost or flat rate/ lump sum is allowed and the beneficiaries cannot choose to use both for the same category;
· Extensive use of simplified cost options, using all the off-the-shelf flat rates available in the Regulation and also programme-specific lump sums for project preparation and project closure;
· Using JeMS as a single electronic centralised IT system where all invoices and supporting documentation are stored for the audit trail, elimination of hard copies/ paper versions and using e-signature; 

[bookmark: _Toc441497889][bookmark: _Toc124406018]2.2. FLC structure
The Interreg IPA Romania – Serbia Programme has established a single Control System organized in two First Level Control Offices, one in each Participating Country to the Programme. Each national office is responsible for verifying the legality and regularity of the expenditure reported through the progress reports by each project beneficiary established in its Country, participating in the project.
The First Level Controllers must be absolutely independent and separated from other national bodies and units having responsibilities for the management and control of project(s) and/or the Programme. Also, must be professionally independent from the project beneficiaries, unit dealing with the activities and finances of the projects. This implies that the controller must not be involved in project preparation, project activities, and project finances of the controlled beneficiary.
In order to secure the separation of responsibilities, the first level controllers are organized as follows:
· a FLC unit (department) which functions separately from the Joint Secretariat within the Regional Office for Cross-Border Cooperation Timisoara, - for the Romanian beneficiaries
· Division for control of projects financed under the European territorial cooperation programmes with EU Member States. Ministry of European Integration , Republic of Serbia - for the Serbian beneficiaries.
Therefore, the employees within the First Level Control Unit of ROCBC Timisoara and the personnel of the Division for control of projects financed under the European territorial cooperation programmes with EU Member States, Ministry of European Integration , Republic of Serbia are authorized to perform the control upon those parts of projects’ operations which are implemented by the project partners from territory of their own respective country as well as the control of all the expenditure incurred by the beneficiaries during the project implementation period.
Considering the provisions of the EC Reflection Paper on Risk-Based management verifications[footnoteRef:1] (art. 74 CPR) and the Risk-based methodology elaborated by the Managing Authority, the 100% verifications of the controllers will be maintained for the investments financed through the Programme (infrastructure & equipment), as a less than 100% verifications involves the risk of certain errors not being identified, triggering serious financial consequences at the level of the programme. [1:  Version May 2023] 

NB: Expenditure NOT LINKED with an Investment in JeMS, WILL NOT be considered as Investment and WILL NOT be taken into consideration for the fulfillment of the condition that at least 50% of the project budget is dedicated to investments. This will trigger a risk-based verification, using a simplified checklist. Taking into consideration the impact of the investment components and as underlined by the Interact Guidance paper on management verifications[footnoteRef:2] (November 2022), reports with investment items will be verified 100% (the direct costs included within) in order to enable Audit Authority’s verification, for obtaining the reasonable assurance that the control system was effective in preventing errors.  [2: https://www.interact-eu.net/library?title=risk-based&field_fields_of_expertise_tid=All&field_networks_tid=All#3844-hit-guidance-risk-based-management-verifications-2021-2027-and-hit-methodology-0] 

As regards the expenditure not linked to investments in JeMS, namely external services & expertise and also for direct award procedures/ single tenders, including for works and equipment, the verifications shall be done based on the risk factors identified below and in accordance with the risk-based management verifications methodology elaborated by the MA, namely these types of expenditure will not be verified 100%.
During the project implementation period, the controllers are entitled to access the aforementioned documents. At the same time, the Lead Beneficiary and its project partners has to ensure access to such documents for the controllers.

[bookmark: _Toc441497890][bookmark: _Toc124406019]2.3. The first level control regarding the implementation and verification of expenditure
As the MA bears the overall responsibility of programme implementation, it needs to obtain assurance that the controls have been carried out properly and that beneficiaries are treated equally.
The control regarding the effective implementation of the project consists on the desk checks of the documents, as well as the On-the-spot checks. As 100% verification is not required by the EU relevant Regulations in the 2021-2027 programming period, the rationale is to focus management verifications on the risky items/areas of payment claims and operations.
Since the Programme reimburses as flat rate the costs for: staff, travel and accommodation, office and admistrative and lump sums for project preparation and project closure, the only categories remaining to be verified by the controllers are infrastructure & works, equipment and external services. 
Moreover, the Programme has decided that all projects shall have a minimum of 50% of their budget dedicated to investments (infrastructure/ equipment), thus raising the level of risks for the projects submitted under the regular call for proposals, while strategic importance and large infrastructure projects due to their size, impact, number of partners and other implications and external factors are considered high risk.
Considering the provision of recital 62 of CPR Regulation 2021/1060 “To ensure an appropriate balance between the effective and efficient implementation of the Funds and the related administrative costs and burdens, the frequency, scope and coverage of management verifications should be based on a risk assessment that takes into account factors such as the number, type, size and content of operations implemented, the beneficiaries as well as the level of the risk identified by previous management verifications and audits. Management verifications should be proportionate to the risks resulting from that risk assessment and audits should be proportionate to the level of risk to the budget of the Union.”, the Programme has identified 2 layers of risk factors, one at the level of FLC and one at the level of MA.
Therefore, the controllers shall determine the level of risk based on the nature of the expenditure included in the list of expenditure and will then perform verifications depending on the risk levels (100% verifications for reports with higher risk/ less extensive verifications for reports with lower risk).
[bookmark: _Hlk124252416]For the FLC these risk factors can be only in relation to the FLC request submitted by the project partner for validation, as follows:
	

Risk factors
	Low 
	High
	Score 

	
	1 point
	5 points
	≤ 10 points = simplified checklist; 
≥11 points = 100% verification

	Type of FLC request 
	Next reports = 1
	First report = 5
	

	Size of the FLC request in the total budget of the partner (20%)
	< 20% = 1
	≥ 20% = 5
	

	Content of the project activities included in the FLC request (public procurement procedure OR direct award/ single tender)
	Single tender (RS) / Direct procurement (RO) = 1 point for 1 single tender
	Procurement procedure - when it’s verified  in the current report = 5
If the procurement procedure was verified in the previous reports = 1
	

	Previous results of controls (only  2 corrections related to public procurement, in the previous reporting periods and/ or a fraud suspicion)
	Less than or equal to 2  corrections AND NO fraud suspicion = 1
	More than 2 corrections in the previous reports (2021-2027 programme) AND/OR 1 fraud suspicion = 5
	

	Previous irregularities at the level of the partner and/ or confirmed frauds, including in the 2014-2020 period
	Less than or equal to 2  = 1
	More than 2 = 5 points
	


Regardless of these factors, the controller may extend the verification based on his/ her professional judgement. Thus, for the purpose of an adequate audit trail, the controller must document and describe, in the checklist, why the verification was extended; and also refer to the results and the type of errors detected during verification.
Main principles for the extension of the verification (the list is not exhaustive):
•	case by case based on controllers’ professional judgement or based on previous experience, in order to obtain the reasonable assurance on the conformity, legality and regularity of the expenditure.; 
•	where ineligible cost (except for missing documents etc.) in the verified expenditures is found:
-	up to 2% of the reported amount in specific costs category, the verification will not be extended;
-	more than 2,01 %, the verification will be extended to 100 % of costs included in the partner report;
Also, the Romanian controllers shall verify the conflict of interest via the inter-institutional working tools, namely the PREVENT system for Romanian contracting authorities. This integrated software system is co-financed by the European Union through Operational Programme "Increasing Economic Competitiveness", SMIS code: 48836, based on financing contract no. 1144/322/04.12.2013, concluded with the Ministry for the Information Society, was developed between 2013 and 2015, at the ANI headquarters and had a total value of approx. 7 MEUR. The main objective of the system is detection automatic connections of business relations, interests or kinship between representatives of contracting authorities and representatives of bidders. Functioning the PREVENT system was approved by Law no. 184/2016 regarding the establishment of a conflict of interest prevention mechanism in the contract award procedure of public procurement ("the PREVENT Law"). PREVENT applies to all procurement procedures, published in SEAP, financed from both the national state budget, as well as those financed from European funds.
The system operates on the data fill in, as follows:
The operation of the system depends essentially on the completion of data in SEAP regarding integrity by the contracting authorities. This is achieved by:
 Filling in the integrity form as a mandatory step in the process of public procurement; and
 Integrity data filled in by all contracting authorities, contractors and by bidders, directly in SEAP, in the new section created in SEAP in this purpose.
As PREVENT may not cover exclusively all conflicts of interest, the controllers cannot rely exclusively on the ex-ante checks made by PREVENT without to carrying out other checks (e.g RECOM).
Risk-based management verifications methodology done by Controller is considered as working paper, and it will be kept in Controller`s file, no need to be uploaded in JeMS.
The FLC verifications are done for each partner expenditures. The FLC process takes place  as follows:
a) The project partners – implementation process
· Project partners should fill in Partner report and List of expenditure in the JeMS for the expenditure incurred and paid and submit them via JeMS with all supporting documents. The users from control body assigned to the partner get an automatic notification that a partner report is submitted and is ready to be verified. 
· instructions for filling in Partner report and List of expenditures are provided in the JeMS Manual
NB:
Regarding the documents related to the public procurement procedures, these shall be uploaded in the JeMS:
· For the already performed and validated procurement procedures, the project partners shall upload the documents related to their incurred expenditure with their validation request or at the latest during the next reporting period.
· For the ongoing procurement procedures, which will be submitted for validation in the next reporting period, the project partners shall upload the documents with their request for validation.
· In case the project partners do not have the technical capacity to scan and upload their documents in the JeMS, they can ask for access to the office equipment of the Regional Office Cross-Border Cooperation Timisoara.
b) The controllers – verification, validation process
· check the regularity and legality of project partners’ expenditure by conducting desk-based and on-the-spot checks; verifications cover administrative, financial, technical and physical aspects of the reported expenditure. Verifications shall ensure that the expenditure declared is real, that the products and services have been delivered, and the expenditures comply with relevant Community and national rules and also with the specific rules of the Programme.
· validate the verified expenditures and generate the FLC Certificate, FLC Report, FLC checklist through the JeMS. The templates will be generated by the JeMS.
When Control is finalized (FLC Checklist, FLC Report and List of expenditures) for a partner report, Lead Partner gets a notification that certified partner report can be included in a Project report. Also, the FLC certificate is automatically listed in draft Project report, for LP to include it. The Lead Beneficiary draws up the consolidated Project Report (as well as the consolidated progress report) through the aggregation of all the reports received from the partners, having the expenditure validated beforehand by the first level controllers and submits it via Jems. When a Project report is submitted, both LP and JS and MA users assigned to a project get an automatic notification that a Project report is submitted and it is ready to start verification.
Reporting is made exclusively through JeMS, observing the provisions of the JeMS manual. For each reporting period the project partner has to fill in the  List of eligible expenditure and to upload all the documents in the JeMS. 
The invoices must be marked by the beneficiary with the project code (Jems code) and the name of the Programme. 
The beneficiaries must report expenditure in accordance with the detailed budget lines approved with the Subsidy Contract. Reports that does not comply with these requirements will contain “parked expenditure” for the respective budget lines and the rest of the expenditure which observe all the compliance requirements will be validated by FLC. 
Upon submission of Partner report through JeMS (when a partner reports for the first time), the Head of FLC Unit will assign 2 (two) controllers and shall fill in the Registry for FLC requests (Annex 1).
All first level controllers (Romanian and Serbian) shall respect the clause of confidentiality, impartiality and lack of conflict of interest which is included in the employment contract signed between a controller and the Ministry of European Integration or between a controller and ROCBC TM.
All partner reports submitted to FLC are subject to a desk-based administrative check. If in the process of validation of the expenditure clarifications related to expenditure/ supporting documents are needed, these can be asked through Jems (via Control communication folder) from the respective project partner. Also, if the partner has filled the reporting materials inadequately, or instructions have not been followed by project partner, FLC should ask project partners to correct the mistakes or clarify unclear issues. FLC may request 2 clarifications (through JeMS) per partner report. The FLC will clearly specify in the request for clarification the issue(s) identified, the documents/ clarification/ corrections needed and the deadline for partner answer. If the beneficiary does not answer to the clarifications sent by the FLC regarding the expenditures reported in 5 working days, the concerned expenditures shall not be validated for the respective period. 
Where there are differences of opinion between the two controllers, the situation is notified to the Head of FLCU, as responsible person to take the final decision.
The FLC should check the items of expenditure entered in the accounting system, the supporting documents (such as invoices, Delivery Notes, goods received records, etc.) and the costs per budget lines. Professional judgment should be used when doing the checks. 
The FLC work is conducted in the Joint Electornic Monitoring System (JeMS). The JeMS includes a FLC  Report, a FLC Checklist and an FLC certificate to guide the work of the FLC. These documents are the documents reporting directly on the results of the FLC and are there of utmost importance to the JS/ MA/ AA. 
In case ineligible cost items or deficiencies are found, they must be deducted by the controller and these must be documented in the JeMS as a deduction and linked explanation in the comment field. Also, the FLC Report section should reflect the deductions and findings.
Costs under budget line Staff, Travel & Accomodation and Office and administration will be reimbursed on a flat rate basis, which means that no supporting documents are checked during verification. 
The amounts are calculated using percentage from the approved budget applied on direct eligible costs in each reporting period. Supporting documents for these types of costs will not be verified, only the correct percentage used by the beneficiary and the amount resulted (negative or positive corrections will be applied by the FLC). 
The controllers must validate the expenditure within a maximum period of 60 calendar days from the date of submission of the reports to the controllers. The MA may issue Instructions to the FLC units in order to reduce the above mentioned deadline in case the de-commitment targets are at risk.
The deadline is suspended in case the FLC sends out requests for clarification to the project partners and resumes when the answers are received. 
For the purpose of control of technical and physical aspects of work contracts, FLC will use, whenever necessary, the services provided by the External Technical Expertise Company hired by RO CBC Timişoara. Request for such support must be submitted by the responsible controller via e-mail to the ROBCBC Timisoara <ipacbc@brct-timisoara.ro> in maximum 10 calendar days upon receiving Progress report. 
Under the  verification process, the controllers verify according to the FLC Checklist, the existence of all the supporting documents for different types of expenditure. N.B. Checklist is not needed for Reports with 0 expenditures, only if Controller is checking the physical progress and has to fill out some answers in the checklist.

Under the FLC verification process it is verified that the services, works and goods have been delivered and if such goods, works and services comply with the requirements imposed by the tender documentation and/or the Application Form. The technical verification is often combined with the physical verification by visits on-the-spot.    
Visits will be made on the spot for all the projects (in-person – at the physical place of the project/investment or online meetings) in order to check the existence of the purchased goods/works/services to avoid the double financing, and to verify the registration of such expenditure in the partner's accounting system. 
On-the-spot findings are also stored in the JeMS. The controllers must state the date of the on-the-spot checks, describe the checks performed and report any relevant findings, results and recommendations in the FLC Report. The FLC  Reports, programme checklists and FLC certificates are saved in the JeMS as part of the verification process.
Annex 1 should be maintained for each First Level Control performed. This Annex will show the timeframe in which the control was made, including information about any clarifications requested from the project partner, on-the-spot visits performed (if the case), suspicions of irregularity, etc.
Once the check has been completed, via JeMS, the process of verification will be fulfilled (the last step of the verification process is that the controller finalises control of the partner progress reporting in the JeMS).
For the investments FLC shall perform an on-the-spot visit in-person at least after the reception of works or delivery of goods. 
For the services & external expertise, direct award/ single tender - including for the equipment and works, online meetings may be organized whenever needed but at least once in the lifetime of the project. 

[bookmark: _Toc258923491][bookmark: _Toc441497891][bookmark: _Toc124406020]CHAPTER 3. VERIFICATIONS MADE BY THE CONTROLLERS
[bookmark: _Toc124406021][bookmark: _Toc441497892]3.1. Desk-based verification

· The FLC shall receive the Partner report regarding the activities performed and the financial report with expenditures paid in the reporting period and all supporting documents, via JeMS, for validation. All invoices must be marked by the beneficiary with the project code (Jems code) and the name of the Programme.
· The FLC verifies the reports and supporting documents received and fill in check list and reports as follows:


	No
	Type of documents issued and validated by FLC:

	
	Documents verified

	1
	Partner report provided by JeMS

	2
	List of expenditure provided by JeMS

	3
	Supporting documents uploaded in JeMS

	
	Documents issued

	1
	 Generated First Level Control Certificate 

	2
	 First Level Control Report

	3
	 FLC checklist



· The FLC verifies the compliance of the public procurement procedures with the applicable public procurement procedure(s). 
· The verification of the reports submitted by project partners is done by respecting the “four eyes” principle which is done by filling in the checklist by the two controllers through the JeMS.The second controller will be cloning the first controller checklist and add his/ her information.
· A full description of irregularities detected with a clear identification of the related EC or national legal rules infringed and the corrective measures taken, which are going to be described in the First level Control Report;
FLC documentation should provide a transparent basis (the inspected documents for the validation of expenditure should be clearly listed in the FLC Checklist, Comments column) and evidence that the project activities were 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.

[bookmark: _Toc441497893][bookmark: _Toc124406022]3.2. On-the-spot verifications:
· The FLC may perform the control on-site for the ongoing operations at any time this is found necessary. The On-the spot visits shall be made whenever in the reporting period works or supplies have been reported but at least once during project’s lifetime;
· On-the-spot verifications should be planned in advance to ensure that they are effective and can be carried out either face-to-face or online. Therefore, the on-the-spot plan is prepared at the beginning of the project implementation and approved by the Head of the FLC Unit.
It can be revised periodically based on the newly identified risk factors and/ or foreseen goods/ works.
On-the-spot plan for all partners, (issued separately for each partner) will be uploaded on JeMS in section dedicated to Control Communication..
· 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 activity has been completed, it may be appropriate to carry out on-the-spot verifications during implementation and without prior notice.
Face to face on-the-spot verifications are done to control the following cases:
•	requirements cannot be controlled during administrative or online verifications;
•	equipment and investments are reported;
•	risks or shortcomings are found by the controller during the administrative or online verification of partner reports.

The on-the-spot checks shall cover additional verifications, as follows: 
a) The LB/ PP have a proper analytical accounting system and the expenditure is properly registered.
b) originals of the reported supporting documents. 
c) The part of the project implemented by the LB/PP is progressing in compliance with the objectives of the project laid down in the approved Application Form, part of subsidy contract.
d) Results from the project activities, services, supplies and works were actually delivered on site and available. They were delivered as per the relevant Community, national and programme rules. They are not used for other purposes than stated in the approved Application Form, part of the subsidy contract;
e) Adequate audit trail and document storage is maintained by the LB/PP; 
f) The LB/PP have set at the level of their institution a set of anti-fraud measures according with the national legislation in this area and Programme Anti-fraud Strategy;
g) Programme and national legislation provisions on conflict of interest have been observed;
h) In the course of on-the-spot check no irregularity or any suspected irregularity or fraud were identified.
For the investments FLC will perform an on-the-spot visit in-person at least after the reception of works or delivery of goods.
For the services & external expertise, direct award/ single tender, including for works and equipment, online meetings may be organized whenever needed but at least once in the lifetime of the project.  
Online verifications can replace on-the-spot verifications or complement the on-the-spot verification. 
The added value of online verifications, in addition to reducing the resources involved and shortening the time allocated for control, is that they enhance and provide quality control, complement, and complete the work done with administrative/on-the-spot verifications. 

[bookmark: _Toc441497894][bookmark: _Toc124406023][bookmark: _Toc441497895]3.3. Eligible costs and the required supporting documents
The eligibility of expenditure is established against the Annex F “List of eligible expenditure” of the Applicant Guide.
For the costs reimbursed as flat rates, the following shall be verified:
· The calculation method;
· Correct application of the calculation method – using the calculation basis and applying the percentage for the SCOs;
· Verification against double-financing (e.g. checking that costs covered by the flat rate are not reported under another cost category);
The following shall not be verified when validating the expenditure covered by a simplified cost option:
· The real costs underlying the expenditure reported based on SCOs.
· The supporting documents for costs reported under a SCO[footnoteRef:3]. [3:  The controller needs to check the existence of the staff costs cost category, i.e., if there is any staff working for a beneficiary’s organisation. This can be done by checking any allowed by (national) law document that confirms an employee relation between a person and the organisation. The organization should have at least a staff of one (documents shall be uploaded in JeMS - Shared folder section for each partner).] 

· Bookkeeping system should not be checked for SCOS.
The main principles to be considered by the controllers during validation of costs covered by a simplified cost option:
· SCOs do not equal real costs - a direct and generally accepted consequence of the simplification system & focusing on the results.
· Actual amounts in the bookkeeping system of a beneficiary linked to the SCOs should not be checked during management verifications.
· The beneficiaries should not be required to provide any evidence that the amount received for an SCO was actually spent.
· Eligibility rules still apply, even if not verified by controllers, the beneficiaries must be aware that the eligibility rules apply also to the expenditure reimbursed as a flat rate/ lump sum and that other national/ EU bodies may verifify this.
· Ineligible direct costs will affect the amounts reimbursed under a simplified option category.

For the external expertise and services which covers costs paid on the basis of contracts and against invoices that are acquired to carry out certain tasks or activities, linked to the delivery of the project. The work done by external experts and service providers must be essential to the project. 
Each project partners is responsible for ensuring that EU and national public procurement rules are respected and that all contracts comply with the basic principles of transparency, non-discrimination and equal treatment as defined in the EC Treaty and the EU Financial Regulation no. 2024/2509. No sub-contracting between project partners is allowed. 
All additional costs related to external experts (e.g. travel and accommodation expenses for external experts) must be foreseen in the service contract and, if applicable, recorded under this budget line. 
External expertise and services purchased for the purpose of the project control, audit, and communication must be included under this budget line.
The following main documents must be available for control purposes:
1. Evidence of the procurement process, in line with the applicable procurement rules, depending on the estimated amount of purchase;
2. A contract laying down the services to be provided with a clear reference to the project. For experts paid on the basis of a daily fee, the daily rate together with the number of days contracted and the total amount of the contract must be provided. Any changes to the contract must comply with the public procurement rules and must be documented;An invoice providing all relevant information in line with the applicable accountancy rules;
3. Outputs of the work of external experts or service deliverables, with the beneficiary’s proof of acceptance;
4. Proof of payment.
In case of Serbian partners, for expenditure under or equal with 2500 Euro, the invoices and proof of payment must be presented to the FLC.
In case of Romanian partners, for expenditure under or equal with national legislation tresaholds for direct procurements, the invoices and proof of payment must be presented to the FLC.
As regards the expenditure not linked to investments in JeMS, namely external services & expertise and also for direct award procedures/ single tenders - including for works and equipment, the verifications shall be done based on the risk factors identified below and in accordance with the risk-based management verifications methodology elaborated by the MA, namely these types of expenditure will not be verified 100%.
For the equipment expenditure, which cover the costs of equipment as included in the approved AF, part of the subsidy contract, the following must be considered by the controllers:
All costs are subject to applicable public procurement rules and each project partner is responsible for ensuring that these rules have been respected. 
Full purchase cost of equipment is eligible, if it is used solely for the purpose of the project or the target group in line with objectives of the project and incurred and paid within the eligible period. 
Equipment cannot be purchased from another project partner of the respective project.
Equipment can be purchased for another partner with the observance of joint financing definition from the Applicant Guide (i.e described accordingly in the AF) or after an addendum is approved by MA.
The following main documents must be available for control purposes:
1. Evidence of the procurement process in line with the applicable procurement rules, depending on the estimated amount of purchase;
2. the technical characteristics have to be in line with the project purposes;
3. Contract laying down the equipment to be provided, with clear reference to the project (e.g. technical specifications) and the programme;
4. any changes to the contract must comply with the applicable public procurement rules and must be documented;
5. Invoice (or a supporting document having equivalent probative value to invoices) providing all relevant information in line with the applicable accountancy rules;
6. Acceptance protocols;
7. actual equipment and evidence of equipment purchased;
8. Proof of payment.
In case of Serbian partners, for  expenditure under or equal with 2500 Euro, the invoices and proof of payment must be presented to the FLC.
In case of Romanian partners, for  expenditure under or equal with national legislation tresaholds for direct procurements, the invoices and proof of payment must be presented to the FLC.



NB:
During reporting, deviations from the estimated costs are permitted between items of equipment, provided that such deviations are resulting from a transparent procurement procedure (or, in case of direct procurement, that they are in line with the market price at the time of purchase), that the technical specifications are not altered negatively (meaning they cannot be at the lower level then initially planned by the project), and the overall allocation of the Equipment budget line is not exceeded.

For the Infrastructure and works which covers costs related to investments in infrastructure that do not fall into the scope of other budget lines, the following must be considered: 
Costs of infrastructure and construction works are eligible if no other EU/ national funds have contributed towards financing of the same expenditure item in the last 5 years, i.e. no double funding is permissible. 
All costs are subject to applicable public procurement rules and each project partner is responsible for ensuring that these rules have been respected. 
All investments in infrastructure must comply with the applicable EU and programme information and publicity rules.
All compulsory requirements set by the EU and national legislation related to the respective investment in infrastructure must be fulfilled (e.g. feasibility studies, environmental impact assessments, building permission, etc.) 
The following main documents must be available for control purposes:
1. Evidence of the procurement process in line with the applicable procurement rules, depending on the estimated amount of purchase;
2. Contract laying down the works/infrastructure to be provided, with clear reference to the project and the programme; 
3. any changes to the contract must comply with the applicable public procurement rules and must be documented;
4. Invoice providing all relevant information in line with the applicable accountancy rules;
5. outputs of the work of external experts or service deliverables (if they are part of an infrastructure contract);
6. evidence of infrastructure, work, consent protocol/certificate (if required or needed by applicable specific rules);
7. All documents related to the works carried out;
8. Proof of payment.

In case of Serbian partners, for expenditure under or equal with 2500 Euro, the invoices and proof of payment must be presented to the FLC.
In case of Romanian partners, for expenditure under or equal with national legislation tresaholds for direct procurements, the invoices and proof of payment must be presented to the FLC.
Additional information for carrying out the verifications in case of infrastructure and works 
When carrying out the on the spot, the controller shall request from the responsible beneficiary the technical documentation and bill of quantities. The controller is obliged to check whether implemented infrastructure / works are in compliance with application form/last approved application form, technical documentation. If during the verification, controller identifies that beneficiary has implemented works that were not planned in the latest approved application form/ addenda to the subsidy contract, technical documentation as part of the project application, the controller cannot approve related costs as eligible costs.

[bookmark: _Toc441497896][bookmark: _Toc124406024]3.4. Ineligible expenditure and financial corrections
If a cost is found ineligible at any time during project duration, a deduction of the relevant expenditure will be made. If the ineligible cost is found by the FLC, the corresponding amount will not be certified, as follows:
· If control is ongoing: deduction (not parking) and allocation of the corresponding code as per the typology of errors mentioned in JEMS (section Programme ->Typology of errors).
· If control is finalized: Correction, based on a NA decision following a suspicion of irregularity.
If necessary, financial corrections regarding public procurements will be made as follows
· [bookmark: _Hlk139972040]For the Serbian beneficiaries: FLC may apply financial correction for non-compliance with the rules on public procurement based on their professional judgment and in accordance with the Commission Decision no. C(2019) 3452 of 14.05.2019. laying down the guidelines for determining financial corrections to be made to expenditure financed by the Union for non-compliance with the applicable rules on public procurement.\. Only aspects exceeding their professional capacity or unclear breach of rules should be sent to the Committee of irregularities.
· For the Romanian project beneficiaries: according to GEO no. 66/2011 on prevention, establishing and sanctioning the irregularities in obtaining and using the European funds and / or the corresponding national public funds, with subsequent amendments and GD no. 519 / 2014 on the rates corresponding to the percentage reductions / financial corrections applicable to deviations provided in the Annex to GEO no. 66/2011 with subsequent modifications.
The FLC has the option to postpone validation decision for an expenditure item by marking it as a "parked item" in Jems, by activating the "park item" button (e.g. in case verification needs further clarification). In JeMS any item marked as parked is excluded from the current FLC certificate. The parked item is considered neither accepted nor rejected in the system until the beneficiary includes it in the following submitted reports. Parked items can be verified during the review of later submitted reports.
Both positive and negative corrections are possible in the JeMS field ‘Deducted amount in EUR’. Since negative corrections occur more frequently, JeMS assumes corrections are negative by default. If a positive correction is needed, it should be entered as a negative amount by adding a minus sign ("-") after the value. 
FLC can operate in Jems positive or negative corrections for real cost items. All flat rates are automatically calculated by JEMS on top of total certified amount by control, according to the % from the approved AF in force at the moment when partner report was created.
Positive corrections by FLC are possible in some cases, only cases related to the cost categories reimburdes as flat rates (e.g if some direct costs remain under parked items for a respective reporting period, the correspondingly amounts for a category covered by a flat rate, resulting from the application of flat rate to the direct costs will be reduced. After the situation of the parked items expenditure is clarified and these are validated in the following reporting period, the correspondingly amounts for the expenditure covered by flat rate, resulting from the application of flat rate to the direct costs (reported in that period) will be increased by the FLC = “positive correction”).
Based on the provisions of the subsidy contract art. 13, para. 6-9, respectively: “Addenda become effective in the day of their signing by the last party. Only from the moment the addenda enter into force or notifications are received by MA may the beneficiary claim reimbursements for the activities effectively carried out/costs actually incurred that are subject to the stated addendum or notification. Costs incurred prior to the entry into force of addenda or prior to the receipt of notifications by the MA is with the financial risk for the beneficiary. The LB agrees and understands that the MA has the right to refuse the signature of the addenda.”, FLC may validate the respective expenditure only after the addenda enters into force or notifications are received by MA.
[bookmark: _Toc441497897]
3.5. Irregularities and fraud suspicions
Any suspicion of irregularity/ fraud suspicion should be reported following the specific national procedures of the respective country. The affected expenditure shall be excluded from validation by respective FLCU and subject to the final decision in that respect. 
For Romanian partners: in the case of suspicion of irregularity/ fraud suspicion it shall be reported by the controllers to Management of Irregularities for European Funds Unit (MA). Confirmation is done only after verification by the MA specialized department is finalized and final resolution issued. Any suspicion of irregularity should be reported following the specific procedures.
If the irregularity was not confirmed by the DVFUC (MA) then the expenditure is eligible. The beneficiaries should include the respective expenditure in the next request for validation. 
For Serbian partners: in case of suspected irregularity/ fraud suspicion, the FLC notifies the Irregularity Officer on the case and put respective expenditure on the “parked items”. Confirmation is done only after conclusion by the Irregularities Commission is drawn and final decision is made by the person responsible for making decisions on irregularities. 
Once the status of the suspected irregularity has been clarified by the Commission, the decision is being drafted, summarizing the case and proposing follow-up action (if any). In cases when an irregularity is confirmed, the Decision will contain financial corrections in line with Commission Decision no. C(2019) 3452 of 14.05.2019. laying down the guidelines for determining financial corrections to be made to expenditure financed by the Union for non-compliance with the applicable rules on public procurement.
[bookmark: _Hlk182474774]If the irregularity/ fraud suspicion is not confirmed by the Irregularity Commission then the expenditure is eligible. The FLC should include the respective expenditure in the next request for validation. If the potential fraud is confirmed by the Irregularity Commission, the appropriate formal communication should be sent to the responsible national administrative or judicial authorities that will make the final decision whether there was fraud or not. Until the final decision on suspected fraud is taken, the expenditure is suspended. This final decision is transferred to the MA by the NA.
Once irregularity is confirmed by the MA’s/ NA’s decision, it becomes mandatory for the first level controllers. Thus, if the beneficiary will request for reimbursement other expenditures for the procurement concerned, the first level controllers will validate the amount by taking into account the correction rate (percentage) established by the MA’s/ NA’s decision.

[bookmark: _Toc441497898][bookmark: _Toc124406025]CHAPTER 4. PROJECT PARTNERS APPEALS AGAINST THE FIRST LEVEL CONTROL REPORT
-	For the Romanian project beneficiaries: If a Project beneficiary does not agree with the validated amount it has the possibility to submit an appeal to FLCU in 10 working days from receiving FLC Report and Certificate. The subject of appeal may not be expenditures declared by FLC as ineligible due to the lack of supporting documents.
Control Communication folder of the respective partner report remains open for the partner and controller to upload Appeal and answers to appeals. 
Also, Checklist section remains open for generation of new Checklists by the controllers dealing with the appeal
In case the partners submit an appeal against the FLC Report, they must address the FLC body which has validated the amounts. The appeals are to be solved by a commission formed by two controllers (different from the controllers that initially validated the contested amounts) and the Head of FLCU. The commission has the obligation to answer the appeals in a period of 10 working days.
The appeal must be submitted within the deadline provided within the FLC Report. The appeal must specify at least the following information:
1. The identification data of the beneficiary submitting the appeal;
2. The number of the financing contract and the title of the project;
3. The JeMS code of the project;
4. The purpose of the appeal, including the data regarding the documents and/or the public procurement procedures subject to appeal;
5. The budgetary chapter in which the expenditure is enclosed;
6. The amount contested;
7. The motivation and justification of the appeal;
The appeals submitted after the deadline specified above or those that do not contain enough elements, will not be analyzed.
The first level controllers will not take into consideration the documents that were not issued (based on the registration date) before the registration date of the first level control request. 
The controllers shall conclude the analysis of the appeal by issuing a resolution, which will detail the appealed expenditures and the reason for approval/rejection. If an appeal is partially or totally approved, the respective expenditures shall be included by the beneficiary in the next partner report, together with the documents of the appeal.
If, during the appeal verification, the involvement / clarification / answer / of another institution is required, the 10 working days term will be suspended until the receipt of the formal answer.
· [bookmark: _Toc441497899]For the Serbian project beneficiaries: If the beneficiary, subject to the first level control, does not agree with the non-eligible expenditures declared by the controllers, an appeal against the first level control report can be submitted to the National Authority. The appeal must be submitted within 10 working days from receiving FLC Report and Certificate. One single appeal can be submitted for an expenditure requested for first level control. 
A Commission is established by the NA for considering appeals against Serbian FLC decisions on ineligible expenditure (hereinafter “Appeals Commission”). The Appeals Commission shall have a membership of 3 with equal voting right, comprising of the 3 NA’s representatives 1 of the NA’s  representatives shall be designated to ensure the functions of the Commission’s Secretary.
The subject of appeal may not be expenditures declared by FLC as ineligible due to the lack of supporting documents.
Once the Head of the NA receives minutes of a meeting of the Appeals Commission, s/he may 1) accept them, 2) return them to the Secretary of the Appeals Commission for reconsideration; in the latter case, the Commission shall perform follow-up actions as instructed by the Head of the NA until minutes are accepted. Subsequently, the Head of NA shall draw up, based on the Commission’s final minutes, an NA Conclusion on the relevant appeal; such Conclusions shall set out the NA’s opinion and reasoning, as well as providing an overview of the steps taken to establish/confirm the facts in question. They shall be signed by the Head of the NA, registered as outgoing, and dispatched to the relevant Serbian partner, with a copy to the MA and Serbian FLC.
For both Romanian and Serbian beneficiaries, if an appeal is partially or totally approved, the related expenditure will be validated by FLC following one of the cases below:
1. Either FLC in process of verifying a new report submitted by the partner and, in case it contains the budgetary lines affected by the results of the appeal, will include the expenditure approved under the appeal and make “positive corrections” accordingly for the flat-rate buget lines, or
2. the beneficiary will create in a new Partner Report the relevant budgetary lines as per the decision on the appeal, but with 0 expenditure requested. The FLC will validate the amounts as per the decision on the appeal (as a positive correction) 
In both cases, the FLC will upload in the system the documents related to the appeal (appeal submitted by the partner, the FLC/ NA Decission on the appeal, on-the-spot report, etc).
In case the beneficiary decides to withdraw the appeal, it can be done within 5 working days from the appeal submission to the  FLC/ NA  where he filled the appeal.

[bookmark: _Toc124406026]
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