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Territorial Co-operation Programmes 2014-2020
First Level Controller – Letter of engagement
Introduction

Following the selection of your first level controller it is important to have an engagement letter in place. This will ensure that there is a common understanding of:
· Scope of the verification work required
· Respective responsibilities of both the parties
· Clear understanding about retention of records and reporting requirements
Accountancy/Audit firms tend to use templates provided by their Professional bodies for letters of engagement for various types of assignments. However a first level control assignment is different in a number of aspects from an audit, this needs to be recognised and provided for in a letter of engagement. Project partners should ensure that the following ground is covered adequately when agreeing a letter of engagement with a prospective first level controller.  


Letter of engagement framework
Introduction
This will confirm our understanding of the arrangements for verification by [name of the FLC] of expenditure incurred by {name of the beneficiary] on [name of the project] under the [name of the programme] in accordance with the rules set by the Programme and set out in their [refer to guidance provided].

Period of engagement

[This should cover the life of the project as in the approved project application. Make a provision for any possibility of extension of the project closure deadline.]
 
Scope of services to be provided and FLC responsibilities

The verifications to be carried by the first level controller (FLC) 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; and
· That the project partner and expenditure have complied with the applicable Programme, EU and national rules
The FLC would provide assurance on the eligibility of the 100% of the expenditure included in each claim It is therefore recognised that the verification of expenditure is 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.
 FLC would reject items of expenditure if they do not meet the eligibility requirements and use his/her professional judgment to apply financial corrections if some aspects of procedures, such as with public procurement, hare not been complied with in accordance with the guidelines provided. 
Verifications would 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 done end-to-end. This means checking the:
· Relevance of the expenditure to the project
· Eligibility according to programme rules
· Amount  against the provision in the approved budget
· Methodology for claiming costs such as overheads and staffing
· Compliance with procedures for buying goods and services
· Evidence of defrayment of expenditure through accounting and payroll
· Compliance with publicity requirements

The FLC would use guidance and tools, including on-line applications, provided by the Programme authorities to conduct the verifications and report the findings. The FLC will endeavour to attend any training event organised by the Programme JTS and DCLG.

The FLC will ensure that his work is properly documented and accessible to ensure an efficient review of the work in a way that any other controller/auditor can perform again the control. 

Should the project partner be subjected to an assurance check by DCLG, or a second level control or an European Commission audit, the FLC will fully co-operate with the auditors and be available to answer any queries related to the control work.  

The FLC has the right to raise any issues/concerns directly with DCLG or the Programme JS should it be considered necessary.

Applicable Standards

This verification work does not constitute an audit as recognised under the Companies Act 2006. However, the FLC would bring to the verification high standard of professionalism similar to when conducting an audit in accordance with International Standards on Auditing.  

Reporting periods

There are [ X ] reporting periods per year for each project and consequently [ X ] reporting deadlines. The FLC will respect the verification deadlines set in the subsidy contract for the project. 

The reporting periods are the following:

[ set out the reporting periods agreed by the Lead Partner]

It will be the responsibility of the project partner to provide all the supporting documents for each expenditure claim.


Customer responsibility

The project partner has the responsibility to ensure that:

· The FLC has access to all the programme guidance and training material  

· All the supporting documentation, evidence, and outputs are made available to the FLC in a timely manner so that the expenditure can be verified 

· FLC is given access to the payroll and accounting systems, and to public procurement evidence

· Assets are safeguarded and reasonable steps are taken to for the prevention of and detection of fraud and other irregularities with an appropriate system of internal control  

· Access is given at all reasonable time to any land, premises or other infrastructure that may be necessary for the FLC to confirm the reality of the project output during an on site verification.  

· Appointments with FLC are kept, information requests and responses are provided to agreed deadlines

· Any changes that may impact on the verification of the expenditure are conveyed to the FLC in a timely manner
 
Fees

The charges will be as set out in the quote/tender. 
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