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TERRITORIAL CO-OPERATION PROGRAMMES (ETC) 2014-2020
VERIFICATION CONTROL ARRANGEMENTS FOR THE UK BASED BENEFICIARIES
Introduction

1. Article 125 of EC Regulation 1303/2013 requires a Managing Authority to verify that the co-financed products and services have been delivered and that expenditure declared by the beneficiaries has been paid and that it complies with applicable law, the operational programme and the conditions for support of the operation. Under Article 23 of EU Regulation 1299/2013 for ETC Programmes where the managing authority does not carry out verifications each Member State designates the body or person responsible for carrying out such verifications in relation to beneficiaries on its territory. The verification controls can be performed centrally by a designated body or can be decentralised where each beneficiary is responsible for selecting a controller and getting it approved from the designated national approbation body.  
2. The Member State responsibility for the UK (excluding Northern Ireland) rests with the Department for Communities and Local Government (DCLG). In the UK a consistent methodology for carrying out verification controls has been adopted for the 2014-2020 European Territorial Co-operation programmes (cross-border and trans-national), Interreg Europe, and URBACT. 

3. A decentralised approach has been adopted whereby a UK project beneficiary selects a controller who is a practicing member of an approved professional accountancy /audit body (see Annex A). Although the verification of expenditure is not a formal audit the controller is expected to carry them out in line with accepted International Audit Standards. The controller can be either external or internal to the project beneficiary’s organisation as long as she or he is qualified and from a unit which is totally independent from the operation of the project and management of its finances. DCLG is responsible for checking the suitability of the controller proposed by the beneficiary and confirming the appointment.
4. In Northern Ireland, the Government has appointed the Special EU Programmes Body (SEUPB) to act as the controller for all partners based in Northern Ireland. The beneficiaries located in Northern Ireland therefore do not have to propose a controller to the DCLG.
Selection of Controllers 

5. Once a project has been approved by the Programme Department for Communities and Local Government (DCLG) will contact the beneficiaries that are based in the UK (excluding Northern Ireland) about the need to appoint a controller.  
External Controllers
6. Most of the beneficiaries would be from the public sector or from organisations that are assumed to be public. They should select the controller following their own public procurement policy. In the absence of any procurement policy, such as in the private or the third sector, beneficiaries should obtain at least three written quotes and select the one which represents good value for money. 
7. Controllers can be from any audit/accountancy firm that meets the requirements set in Annex A.  If the firm is the external auditor of the beneficiary then they are still considered independent provided they do not provide any other service such as financial management, accounting, and payroll services which may compromise their independence and objective judgement. Prior experience of EC funded work is not necessary as full guidance and training would be provided. The controller appointment is made for the full duration of the project unless it is revoked by the DCLG or replaced by the beneficiary. 
Internal Controllers
8. A Controller from the Internal Audit Service (IAS) only would be acceptable if the beneficiary is a public sector body to which the provisions of the Public Sector Internal Audit Standards (PSIA) apply. Similarly controllers from the internal audit service only of a higher education institution, such as a university, would be acceptable provided they have established terms of reference that ensure their independence and objectivity of their Internal Audit Service and does not assume any management responsibility for development, implementation or operation of systems. They still need to meet the professional qualification requirement in Annex A but do not need to have a practicing certificate from their professional body as is compulsory for external controllers. Total independence of the internal controller from all aspects of the project management, accounting, and delivery of the project related activities would have to be demonstrated together with the terms of reference/code of conduct of the Internal Audit Service. They will also be required to provide an organisation chart to show clearly their reporting line in relation to where the project activities are managed. 
9. More than one person can be proposed as the controller to provide cover for periods of absences. A controller may be assisted by support staff but only the nominated controller can sign the verification certificates. The requirement of independence and objectivity also applies to supporting staff.
FLC appointment process 
10. DCLG will provide beneficiaries a standard document describing the role of a Controller which can be used to inform the potential bidders. DCLG will also provide a standard “Terms of Engagement” letter which can be used to agree a service level agreement with the Controller’s firm. The FLC should be a named person and not the firm. The whole selection process must be transparent and full documented as the Controller’s fees are chargeable to the project expenditure. 
11. DCLG will send a controller appointment application form to the beneficiary which they and their proposed controller must complete. The form must be completed on a computer and the Word document is returned to the e-mail address given on the form. No paper copies should be posted to the DCLG. As the form has drop down menu to answer some of the questions it cannot be completed in hard copy by hand.

12. DCLG will carry out an appraisal of the completed form and, if acceptable, complete the approbation for the controller part of the form. Each Controller appointment is limited to a specific project and a beneficiary, it cannot be transferred to other projects that the beneficiary may be involved with. Each controller approval will be given a unique identification number and a PDF copy will be sent to the beneficiary, Lead Partner, and the Programme JTS. Some programmes may have an on-line system to register an approved controller this will be done by DCLG.
13. In accordance with article 23 of EU Regulation 1299/2013 the expenditure of a beneficiary has to be verified by the designated controller within a period of three months of the submission of the documents by the beneficiary concerned. The reporting periods can vary from one to four in a calendar year depending what has been agreed by a Programme.
14. The controller will be required to complete a set of standard control reporting forms depending on the payment system adopted by a programme. This would be done mostly using an on-line system. Detailed guidance and training would be made available to the controllers. 
15. There are currently seven ETC programmes for which Controllers are appointed by DCLG. These are:

France(Channel)-England Programme
2 Seas Programme

Atlantic Area Programme

North Sea Region Programme

North West Europe Programme

Interreg Europe

URBACT 

16. For ESPON Programme the verification work is done by the Managing Authority centrally. In addition UK Beneficiaries may join non UK programmes such as the Baltic Region and the Mediterranean Programme, the controller will also be appointed by the DCLG.  
17. DCLG will organise training for newly appointed controllers, these may be jointly planned and delivered with the Programmes. Attendance at a training event at least once is considered compulsory. 
Quality Assurance of the Control System
18. Before the first claim is verified by a controller the DCLG will check with the beneficiary that all the necessary systems are in place at their end to properly manage and account for EC money as required by the EU regulations. DCLG will also obtain assurance from the controller in terms of their understanding of the role and their access to key guidance/tools/on-line systems necessary to carry out the verification of the expenditure.   
19. DCLG is accountable for the efficient working of the verification system that it has put in place. For this purpose DCLG will carry out an assurance check at the premises of the beneficiaries of the quality of controls exercised by the FLC. For this purpose DCLG will have a rolling programme of on site visits on an annual basis. The selection of beneficiaries will be agreed with the Programme Joint Secretariat. Project beneficiaries and controllers are expected to fully co-operate with this process.
20. Each year a sample of the expenditure claimed by beneficiaries and declared to the European Commission will be audited by the Programme’s Audit Authority. The verification work of controllers may also be subjected to other audits on a sample basis that are carried out by the European Commission (EC) and the European Court of Auditors (ECA). Controllers and beneficiaries would be expected to fully co-operate with these audits.   DCLG will circulate the generic findings and lessons learned from these audits to controllers and beneficiaries.
21. The quality of control to be exercised by the controllers is expected to be of a very high standard.  If any of the above audits have an error level of less than 2%, it is classified as free from material error (i.e. all payments were made in line with the rules and requirements). If the level of error reaches or exceeds 2% of the amount audited it is classified as affected by material error and can lead to a financial sanction being imposed on the beneficiaries, affected Member states or the Programme itself.
                                                                                              


ANNEX A
List of approved professional bodies 

An accountant or firm of accountants appointed by the grant recipient who is/are independent of the grant recipient using the definition given in section 27 of the Companies Act 1989; and (except for the Comptroller and Auditor General or the National Audit office and except for accountants employed by or under contract to the Audit Commission) holding a current practising certificate, or equivalent, issued by one of the bodies listed below, or issued by any other body recognised by the Secretary of State for the purposes of Part II of the Companies Act 1989 (eligibility for appointment as company auditors).

(1) The institute of Chartered Accountants in England and Wales

(2) The Institute of Chartered Accountants of Scotland 

(3) The Association of Chartered Certified Accountants 

(4) The Chartered Institute of Public Finance and Accountancy 

(5) The Institute of Chartered Accountants in Ireland

(6) The Association of Authorised Public Accountants

(7) The Association of International Accountants   

Qualifications not acceptable
1) Association of Accounting Technicians
2) Management Accountants
-------------------------------------------------------------------------------------------------------
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