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Introduction
Beneficiaries participating in Territorial Co-operation Programmes are required to procure a first level controller to verify the eligibility of the expenditure they have incurred in the project so that it can be reimbursed by the Programme authorities. The controller has to be procured in accordance with applicable public procurement rules or the organisation’s internal rules. In the absence of any established rules at least three quotes should be obtained to obtain best value for money. 
The guidance below sets out the information that should be incorporated in any scope of work for quotes/ tenders when procuring a first level controller. The purpose is to ensure that prospective bidders fully understand the unique requirements and differences from conventional audits so that they can take them into account when submitting their proposals. 
Territorial Co-operation Programmes
European Territorial Cooperation (ETC), better known as Interreg, provides a framework for the implementation of joint actions and policy exchanges between national, regional and local actors from the 28 different European Union Member States. The overarching objective of European Territorial Cooperation (ETC) is to promote a harmonious economic, social and territorial development of the Union as a whole. Interreg is built around three strands of cooperation: cross-border (Interreg A), transnational (Interreg B) and interregional (Interreg C). The funding is provided by the European Commission and the Programmes are managed by Member States.
[In addition to the above include a short introduction to the Programme to which the project belongs and from where it is managed. Include the website link for the Programme. Provide a brief background on the project itself and the role of the beneficiary (partner or lead partner)]    
First Level Control System background
Article 125 of EC Regulation 1303/2013 requires a Managing Authority of a Programme to verify that the grant provided to beneficiaries has been spent on financing products and services in compliance with applicable Programme rules and applicable national and EU legislation. Under Article 23 of EU Regulation 1299/2013 for ETC Programmes requires a participating Member State to designate a person to carry out these verifications in relation to beneficiaries on its territory. The Member State responsibility for the UK (excluding Northern Ireland) rests with the Department for Communities and Local Government (DCLG) who is responsible for checking the suitability of the First Level Controller (FLC) proposed by the beneficiary and confirming the appointment. DCLG is accountable for the efficient working of the verification system that it has put in place.
Requirement to be a first level controller
The FLC is a named person within a firm. The FLC must meet two requirements:
Professional Qualification

The FLC should be a practicing certificate holder meeting the Companies Act requirements to be a company auditor. The FLC should belong to one of the following professional bodies: 

· The institute of Chartered Accountants in England and Wales
· The Institute of Chartered Accountants of Scotland 
· The Association of Chartered Certified Accountants
· The Chartered Institute of Public Finance and Accountancy
· The Institute of Chartered Accountants in Ireland
· The Association of Authorised Public Accountants
· The Association of International Accountants   

Independence

The FLC has to be completely independent from all aspects of the project management and delivery. The FLC should also not take on any new role which could compromise this independence during the life of the project. 

Responsibilities of a First Level Controller

The verifications to be carried would cover administrative, financial, technical and physical aspects of the project, as appropriate. Verifications would ensure that:
· The expenditure declared is real
· That the products or services have been delivered in accordance with the approval project decision
· That the applications for reimbursement by the beneficiary are correct
· That the project partner and expenditure have complied with the applicable Programme, EU and  national rules
The FLC is required to provide assurance on the eligibility of the 100% of the expenditure included in each claim. FLCs can use their professional judgement how to do this but must provide assurance on the 100% of the expenditure in the claim. The verification of expenditure is therefore not similar to an audit where the prime purpose is to form an opinion on the information in the financial report taken as a whole, and not to identify all possible irregularities. FLCs can reject items of expenditure if they do not meet the eligibility requirements and use their professional judgment to apply financial corrections if some aspects of procedures, such as with public procurement, have not been complied with in accordance with the guidelines provided. An important aspect of the work would be to check compliance with public procurement rules when obtaining goods and servicers. 
Verifications will include the following procedures:

· Administrative verifications(based on documentation provided) in respect of each application for reimbursement by the project partners
· On-site verification at least once in the life of project  to check the reality of the project delivery and those aspects of compliance that can’t be done through administrative checks.
Each expenditure verification would be end-to-end. This means checking:
· The relevance of the expenditure to the project
· The eligibility according to programme rules
· The provision within the approved budget
· The methodology for claiming costs such as overheads and staffing
· The compliance with procedures for buying goods and services
· The defrayment through accounting and payroll evidence
· Compliance with publicity requirements

The FLC must be able to complete the verification work within two months from the end of each claim period. It will be the responsibility of the project partner to provide all the supporting documents for each expenditure claim. The FLC will use guidance and tools, including on-line applications, provided by the Programme authorities to conduct the verifications and report the findings. Training will be provided on the use of the tools and the Programme rules.  The expenditure would be reported in Euros and the conversion from Sterling would be done using exchange rates provide by the European Commission.
Standard of verification is expected to be high to prevent any irregular expenditure being claimed. As a guide the European Commission considers any errors above 2% of the expenditure verified as material.  The work of the FLC may be subjected to higher level audits conducted on behalf of the European Commission and DCLG.  FLCs would be expected to fully co-operate with these audits.  
(If the lead partner include the extra work involved in checking the completeness of first level control done on the claims of the other partner and to provide assurance on the consolidated claim for the full partnership). 
Budget 
(Set out the duration of the project, the budget of the project partner, and the categories of the budget line.  Set out how many claims will be made during the life of the project)
Approach and Methodology
(Ask for the FLC to set out how they will approach the verification and whether they will use any support staff. If support staff are used how their work will be validated.)
Location of work 
(Be clear where the documentation is located and how these would be made available. Explain briefly the accounting and payroll systems that would be used for the project expenditure.) 
Fees
(Be clear about the fees: will it be per claim or an hourly/daily rate. It is better to have a fixed cost per claim to manage the costs within the budget included in the project approval. Indicate the extra work involved for the on the spot check and extra verification responsibilities if lead partner.)  
Commencement, duration and award
(Be clear when the first claim is likely to take place. The FLC appointment is for the duration of the project unless it is terminated by DCLG or with mutual agreement between the FLC and the project partner. The contract should be formalised through a service agreement/ letter of engagement)



