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1. INTRODUCTION

The objective of this document is to provide guidance to the control system designated by
Member States in the Poland-Slovakia Programme under the provisions of Article 23 (4) of
ETC Regulation and therefore ensure that they fulfil the obligations arising from Article 125. 5
of CPR as well as the Memorandum of Understanding signed among the participating Member
States. It stipulates, therefore, the main obligations of the Controllers. It is also intended to
serve as a reference document for NA/other bodies responsible how to organise the national
financial control systems for the implementation of those Articles. Member States are
recommended to follow the guidance, taking account of their own organisational structures
and control arrangements.

The guidance covers the regulatory requirements, general principles and purpose of
verifications, the bodies responsible for national control systems and informing on
irregularities, the timing, scope and intensity of the verifications, the organisation of on-the-
spot checks. Issues regarding public procurement and the functionalities of computerized
system have also been covered. The document gives an overview and introduction on the
organisation and process of project verification in the Poland-Slovakia Programme and tasks
related to the above issues. The annexes as a set of working documents should be used in
this process in order to provide the minimum harmonised baseline. Those involve compulsory
templates (annex 1,6) of the declaration of impartiality and confidentiality and the notification
on the irregular expenditure. Further documents (e.g. checklists for administrative and on-the-
spot verifications, risk analysis, report on the results of the on-the-spot check) are presented
as recommendations for facilitating the work of Controllers (annexes 2,3,4,5). They may be
adjusted and amended to the concrete needs and scope within the individual countries and
projects at the national levels or by the designated Controllers. The last annex 7 has an
informative and advisory purpose. The list of common mistakes in public procurement should
be taken into account during the verification of the expenditure by the Controllers.

Due to the different national control systems set in the Member States it is not possible to
cover every situation in this document. More in-depth information about specific issues
relevant in the context of control system can be found in other programme documents as well
as EC and national regulations (see chapter 2 for an account).

The information provided in this guidance will be continuously further developed and updated
during the implementation of the Poland-Slovakia Programme.
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2. FUNCTIONS AND LEGAL BASIS OF CONTROL SYSTEMS IN THE
INTERREG POLAND-SLOVAKIA PROGRAMME

In order to approve the expenditure related to the implementation of projects within the
Poland-Slovakia Programme, pursuant to Article 23 of the ETC Regulation and Article 125
(4)(a) of CPR each Member State shall set up a control system making it possible to verify
that:

¢ the co-financed products and services have been delivered,
o the declared expenditure by the Partners has been paid,

o the expenditure complies with applicable law, the operational programme and the
conditions for support of the operation.

For this purpose, each Member State in the Poland-Slovakia Programme shall designate the
Controllers responsible for verifying the legality and regularity of the expenditure declared by
each Partner participating in the project.

The verification of Partner's expenditure by national Controller is the first step in this process,
ensuring the approval of the expenditure before the ERDF reimbursement takes place. It is the
main and most extensive control level. The verifications are to be carried through by
professional Controllers who have to be independent to the project, project activities and
Partners. They have to be appointed by the participating Member States for verifying the
expenditure that is incurred on the side of Partners located on their territory. The Controllers
verifications are followed up by further verifications performed by the AA, EC or other entitled
control bodies such as Court of Auditors, National Treasury Offices.

Furthermore, the AA ensures the effective functioning of the management and control system
in the Poland-Slovakia Programme by carrying out sample verifications on approved and
reimbursed expenditure of projects and auditing the control procedures of Controllers, JTS
and MA.

The Controllers appointed by the Member States carry out the verifications in accordance with
principles on financial control defined in documents of the European Union and the Poland-
Slovakia Programme. The following documents have to be considered in the context of
verifications of Partners’ expenditure within the Poland-Slovakia Programme:

¢ CPR Regulation;
e ETC Regulation;

e Commission Delegated Regulation No 481/2014 of 4 March 2014 - Delegated Act on
Eligibility for cooperation programmes supplements the ETC regulation and provides
detailed rules for staff costs, office and administrative expenditure, travel and
accommodation costs, external expertise;

e Guidance for Member States and Programme Authorities Management verifications to
be carried out by Member States on operations co-financed by the Structural Funds, the
Cohesion Fund and the EMFF for the 2014- 2020 programming period;

e Poland-Slovakia Programme approved on 17th of February 2015
o Up-to-date Programme Manual;

Guidance on the eligibility of the Technical Assistance expenditures (if applicable)
Control and Audit Guidance for the Controllers as referred in art 23 of Regulation (EU)
No 1299/2013;

¢ National guidance on the control system (if applicable);
¢ National guidance on eligibility of expenditure (if applicable).
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The Controllers obligations include the following:

¢ verification of the Partner's payment claim (activity and financial part) including filling in
the Checklist,

¢ choosing the projects for on-the-spot checks based on the risk analyses,

e drawing-up and up-dating annual plans of on-the-spot-checks and reporting on their
completion if applicable,

e carrying out of on-the-spot-checks, including filling in the On-the-spot Control Report
and Checklist

e processing irregularities in accordance with the internal control process and passing
information to the MA/NA on irregularities,

o when necessary carrying out ad-hoc checks,

e cooperating with the NA, JTS or MA with regard to the implementation of
recommendations issued by external auditors, also after the project completion,

¢ be subject to audit by authorised auditors,

¢ shall keep the documentation connected with projects’ implementation in accordance
with Article 140 of the General Regulation

All these procedures should be carried out using control documents and reports available in
the SL2014. The above should be included in the agreement and/or internal procedures of the
appointed Controllers.

3. THE CONTROL SYSTEM OF THE POLAND-SLOVAKIA PROGRAMME

In the centralised control systems in Poland and Slovakia, only specific public bodies are
entitled to verify the expenditure of Partners located in these Member States. The control
bodies designated by the governments are:

e Poland: Voivode of the Matopolskie Voivodeship (Krakéw), Voivode of the Slgskie
Voivodeship (Katowice) and Voivode of the Podkarpackie Voivodeship (Rzeszow) are
responsible for verification of expenditure of Partners located in the territory of the
respective voivodeship.

e Slovakia: Ministry of Agriculture and Rural Development of the SR, Cross-Border
Cooperation Programmes Department, Control Unit of ETC Programmes HU-SK, PL-
SK and ENPI (Bratislava).

Up-to-date contact details of the control bodies in Poland and Slovakia are available at the
Programme website. The verification of Partners’ expenditure is free of charge in Poland and
Slovakia.

4, CENTRAL ICT SYSTEM AND THE ELETRONICAL EXCHANGE OF
DOCUMENTS AND INFORMATION

4.1. General information

In the 2014-2020 perspective as a rule the exchange of documents and information related to
the project's implementation between the partners and programme institutions is to be
conducted electronically via a system designed for this purpose. Partners and the lead
beneficiary have an obligation to use the designed system.

This chapter provides general information on what the system is, how it works and provides
information as to the most important obligations of partners with regard to its use. The detailed
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information on how to use the system, its functionalities and technicalities is to be included in
a separate document User manual on working in the SL2014.

It is the MA that ensures functioning of the ICT system, which is necessary for monitoring,
evaluation, financial management, verification and audit.

The tool comprises of:
- SL2014 application;
- identity management system;
- reporting application (enables generating reports with data gathered in SL2014)
42. SL2014
The SL2014 application ensures among others:
e support for ongoing management, monitoring and evaluation of the Programme;

e collection and storage of data on subsidy contracts, Partners’ and payment claims as
well as data on handling of the verification and approval process;

e possibility for Partners and the Lead Partner to settle their expenditure, using a
dedicated functionality, i.e. application for the payment claim processing.

The SL2014 ensures functioning of standardised forms, handling of different processes and
communication between Partners and Controllers and between Lead Partners and the
JTS/MA, in particular in terms of:

e collection and transfer of data on Partners’ payment claims, their approval, amendment,
or withdrawal;

e collection and transfer of data on partners’ and payment claims their approval,
amendment, rejection or withdrawal;

e collection and transfer of data on public procurement and contracts awarded in line with
the Programme and national tendering rules;
o possibility for project partners and lead beneficiaries to settle their expenditure using a
dedicated functionality, i.e. application for the progress report processing.

The access to the data stored in the SL2014 is being granted to:

e employees of all institutions participating in the implementation of the Programme, i.e.
among others the MA, JTS, Controllers, NA, AA, to the extent necessary for the proper
performance of their tasks;

o Partners and Lead Partners, with regard to data on their projects, and persons they
authorise to manage projects on their behalf.

4.3. Identity management system

The identity management system ensures coherent and secure identity management of users
of the central ICT system who are employees of institutions belonging to the Programme
implementation system...

In order to use the central ICT system, Controllers do not have to install any special software.
However, they must have access to the Internet. The main SL2014 application software is
available via the following web browsers: Mozilla Firefox, Internet Explorer and Google
Chrome.

4.4. Obligations of Controllers with regard to work in SL2014
4.4.1. Designation of authorized persons

In Poland the Controllers and in Slovakia — the NA designates controllers in the SL2014. The
designation and change of authorised persons should be carried out in line with the procedure
described in User manual on working in the SL2014 system.
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4.4.2. Obligation to work in the system

As already mentioned the Controllers have an obligation to use the SL2014 system for
carrying out their obligations.

In case of a system failure, when the time for restoring the normal operation of the SL2014
system does not allow to submit the payment claim on time, Partners or the Lead Partner
submits the documents in paper, in line with the template available on the Programme’s
website.

In principle the SL2014 is to be used to support beneficiaries, FLC, the JTS and the MA in
carrying out their tasks.

The FLC will use the system mainly to:
- carry out administrative verification of the payment claim, within which:
a. giving a suitable number of the payment claim,

b. informing each Partner of a sample of expenditure for verification if not 100% check of
expenditures performed,

c. withdrawing, asking for corrections/additional information or approves the payment claim,

d. registering the results of the administrative verification and attaching scan versions of
completed and signed checklists:

- correspond with the Partner in the SL2014,

- register the results of the ex-post procurement check and on-the-spot checks and attaches
scans versions of completed and signed checklists and control report,

- record the final results of audits or external controls.

Detailed description of the method of performing the above mentioned actions is presented in
User manual on working in the SL2014 system, made available by the MA..

5. KINDS OF VERIFICATIONS

In accordance to Article 125 (5) CPR Regulation the project verification includes:
e administrative verifications
¢ on-the-spot checks

5.1. Tasks and scope of the verifications

Based on the invoices or other documents with equivalent value of proof both during the
administrative and on-the-spot checks, the Controller verifies above all the following aspects
with respect to the project implementation:

. if Lead Partner fulfills the obligations specified in ETC Regulations,
. if the products and services co-financed have been delivered,

. if expenditure declared by the Partner is in line with the approved Application Form, the
Subsidy Contract and the Partnership Agreement,

. if the payment claim provides accurate information regarding the activity and financial
progress of the project,

. if supporting documents to the payment claim are complete and correct (if there are
documents proving the expenditure, invoices or other documents with equivalent value of
proof, bank account statements, delivery notes, copies of contracts with service contractors),
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. if invoices and other financial documents with equivalent value of proof are correctly
described and whether they correspond with and prove the expenditure paid out,

. if eligibility rules have been respected (in particular whether the expenditure has been
incurred within the eligibility period in relation with activities described in the Application Form,
whether the national and EU rules on eligibility of expenditure have been respected),

. if the expenditure is essential for project implementation, and in compliance with the
national and EU rules (in particular with public procurement and fair competition, environment
protection, state aid, equal opportunity as well as publicity and information requirements), the
amounts of the expenditure seem adequate for achieving the purpose of the project,

. if conditions for payments have been fulfilled for simplified cost options;

. if Partner and other entities engaged in the project implementation maintain a separate
accounting system or adequate accounting code for all transactions relating to the project
without prejudice to national accounting rules,

. if double financing did not occur when the same Partner implements more than one
project at the same time or a project receives funding under various forms of support,

. if an adequate audit trail exists (spotted in internal procedures).

For the lump sums the Controllers will check whether the conditions for reimbursement set in
the subsidy contract have been met in particular that the agreed methodology has been
correctly applied. In addition the Controller should verify that the project/ activity is not totally
procured when using the lump sums.

In case of flat rate financing, where applicable, the Controller should also check whether:
. expenditure has been correctly allocated to a given category,

. there is no double declaration of the same expenditure item in different budget
categories,

. the flat rate has been correctly applied,

. the amount charged based on flat rate has been proportionally adjusted if the value of
the category of expenditure to which it was applied had been modified.

Moreover during the administrative verification the Controller checks in particular that:
1) the payment claim has been properly completed (formal check),
2) the payment claim is correct with regard to the accounting part,

3) the payment claim illustrates the progress of the project and it is in accordance with the
current Application Form of Subsidy Contract, including the implementation of indicators if the
Partner is responsible for the implementation of a specific indicator.

5.2. Documents required for verification

Verification of expenditure of Partners should be carried out based on the following
documents :

. Application Form;

. Subsidy Contract; all Annexes and Registers of changes

. Partnership Agreement between the Lead Partner and the Partners of the project;
. Partner’s payment claim

In addition the verification is carried out on the basis of following documents proving the
elligibility of expenditures

. Invoices or other documents with equivalent value of proof for example payslips
including the amount eligible for the calculation of an expenditure in the project;

. Contracts signed with contractors;
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. Delivery notes (for example a protocol of reception of products and services);

. Documents proving the payment (a bank transfer, a bank abstract or a warrant);

. Job descriptions or timesheets with a description of activities performed by the staff;

. Employment contracts, payslips, calculation of salary and/or hourly rate;

. Documents on the public procurement carried out in compliance with national and

community provisions;

. Statements of account reflecting the exchange of the amounts declared in national
currency into Euro;

. Other documents necessary for verification of expenditure, for example information on
eligibility of VAT;

. Other documents required by the Controller.

In the case of expenditure incurred based on simplified methods - documents necessary for
the audit trail as referred to in Art. 25 paragraph. 1 point d-e Commission Delegated
Regulation (EU) No. 480/2014 of 3 March 2014 supplementing Regulation (EU) No 1303/2013
of the European Parliament and of the Council laying down common provisions on the
European Regional Development Fund, the European Social Fund, the Cohesion Fund, the
European Agricultural Fund for Rural Development and the European Maritime and Fisheries
Fund and laying down general provisions on the European Regional Development Fund, the
European Social Fund, the Cohesion Fund and the European Maritime and Fisheries Fund.

5.3. Administrative verifications

The Partner's payment claim presents the activities and list of expenditure of one Partner for
the given reporting period. The payment claim should be supported by the scan versions of
the documents for individual expenditure items indicated by the Controller if the verification is
carried out based on the sample proving the eligibility of expenditure if not incurred based on
flat rates.

Partner's payment claims have to be compiled by all Partners, including the Lead Partner.
Therefore, in justified cases, in particular in the case of system failure confirmed by the MA, it
can be possible to verify the partner-or project payment claim submitted to the FLC in paper
version. .The MA provides partners with the template of these payment claims on the
Programme website.

After deleting the cause of failure the missing information is immediately included or updated
in the SL2014.

10
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Figure 1: Levels of administrative verification
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5.3.1. Sequence and timing of administrative verifications

In the Poland-Slovakia Programme the reporting periods base on 3 months cycles. The first
reporting period starts on a day of launching the implementation of project activities and ends
3 months after the date of signing the Subsidy Contract. From the end of the reporting period
the deadlines for submitting the payment claims to the Controller start as it was presented in
the Figure 2.

The last reporting period ends with the date of completion of the project activities specified in
the Subsidy Contract.

In justified cases the MA may decide to shorten or prolong the reporting periods of the project
or agree to submit a payment claim covering different period than the standard one. The
Controller should be aware of this fact and ask the Partner for explanation if it is not notified in
the submitted payment claim.

The process of preparing the payment claims and confirming expenditure by the Controller
has to be organised within these time frames in order to keep up with the programme
requirements.

The obligatory deadlines for proceeding the regular payment claim are as follows:

e The Partner submits the Partner's payment claim to the Controller within 10 calendar
days after the end of reporting period. The Partner's payment claim is submitted via
SL2014;

e The Controller completes verification the Partner's payment claim within 60 calendar
days from the day of submission of the Partner's payment claim. In order to assure this,
Partners are obliged to prepare necessary documentation to be ready at the day of
submission of the Partner's payment claim to the Controller. It will allow to provide the
Controller immediately with the requested documents;

e The compilation of the Project payment claim and the submission to the JTS in SL2014
has to be done until 80 calendar days after the end of the reporting period. It is
recommended that the Lead Partner schedules 10 calendar days for compiling the
Project payment claim after receiving the Partner's payment claim. This period ensures
an appropriate time for aggregating the data and drafting the summary activity report,

11
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as well as a buffer in case of difficulties in the delivery of the Partner's payment claim or
needs for corrections.

Figure 2: Timing and sequence of administrative verifications for a regular payment
claims

Compilation of

Verification of Partner's payment claim Project payment
claim
10 60 10
calendar days calendar days calendar days
—————  — .
End of 80 calendar days Deadline for
reporting submitting the Project
period payment claim to the JTS

The obligatory deadlines for proceeding the final payment claim is as follows:

. The Partner submits the Partner's payment claim to the Controllers within 30 calendar
days from the day of completion of all activities defined in the Subsidy Contract. The Partner’s
payment claim is issued via SL2014;

. The Controller completes verification of the expenditure in the Partner’'s payment claim
within 90 calendar days from the Partner's payment claim submission.

. The compilation of the Project payment claim and submission to the JTS in SL2014 has
to be done until 140 calendar days after the end of the reporting period. The Lead Partner
schedules 20 calendar days for compiling the Project payment claim after receiving the
approved Partner's payment claims by the Controllers.

Figure 3: Timing and sequence of administrative verifications for the final payment
claim

Compilation of

Verification of Partner's payment claim Project payment
claim
30 90 20
calendar days calendar days calendar days

—
End of

| e— .
140 calendar days Deadline for
roiect submitting the Project
gctijvities payment claim to the JTS

The above-mentioned terms are maximum. All participants in the process should make all
effort to carry out their duties in the shortest possible time.

5.3.2. Administrative verification of umbrella projects

The Controller carries out the verification of expenditure incurred under the umbrella project
on the terms specified in this document for regular projects. The payment claim is submitted
by the Partner to the Controller until 45 days after the end of reporting period.

In addition during the administrative verification of the payment claim of an umbrella project,
the Controller should be concerned of the following:

12
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1) In relation to the expenditure settled on the basis of real costs, the Controller verifies the
expenditure incurred on the basis of:

o the sample of documents confirming the regularity and eligibility of expenditure,
indicated separately for: the cost of umbrella project management, each common
microproject, each Partner's own microproject;

¢ the sample of the unilateral microprojects indicated by the Controller; then in relation
to each selected microproject, the NC indicates the sample of expenditure which are
subjected to verification on the basis of documents confirming the regularity and
eligibility of expenditure.

2) With regard to expenditure incurred as lump sums the Controller verifies:

e all costs of umbrella project management, all costs of each common microproject and
each own microproject, on the basis of all documents that ensure the existence of the
audit trail referred to in Art. Paragraph 25. point 1 of the Delegated Act 480/2014;

¢ the sample of the unilateral microprojects indicated by the NC; then in relation to each
selected microproject the Controller shall verify all documents that ensure the
existence of the audit trail referred to in Art. Paragraph 25. point 1 of the Delegated Act
480/2014.

On these basis, the Controller decides whether to verify the rest of expenditure in order to
obtain reasonable assurance that other elements in the population (expenditure or tasks) are
free from errors or irregularities.

If the Controller detects irregular expenditure in an amount equal to or higher than 15% of the
value of the expenditure presented in the payment claim he/she may:

a. carry out an ad hoc verification (during the ad hoc verification the Controller follows the
procedure for on-the-spot checks) or

b. decide on a verification of a larger sample of documents.

5.3.3. Steps to be taken by Controllers

Before starting the control tasks the Controller should sign the Declaration of impartiality and
confidentiality, constituting annex 1 to these guidelines, and attaches to his/her tasks’
description.

The FLC starts the process of verification from the date of receiving the report in SL2014.

The Controller, as a rule, carries out the verification on an electronic version of invoices or
accounting documents of the equivalent probative submitted by the Partner.

The controller may decide to carry out an administrative verification based on paper versions
of documents confirming the incurred expenditure if:

* preparation of the electronic version of the document, because of its size, is particularly
burdensome for the beneficiary (e.g. construction documentation, extensive acceptance
protocols, etc.),

+ the quality of the electronic version of the document does not allow for detailed and
appropriate verification of the expenditure,

* it is possible to carry out the verification of the document during the on-the spot check
instead of the administrative verification.

In coordination with the project partner the FLC may organise the verification relating to 100%
of the expenditure items declared in the list of expenditure or on the basis of a sample on the
expenditure items declared in the list of expenditure. The FLC informs the partner which
expenditures were selected for verification'.

" In Slovak Republic, First Level Controllers verify 100% of supporting documents according to national
regulations. Therefore a sampling method is not applied

13
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Before informing the Partner on the results the verification the Controller explains the
questioned expenditure and/or askes for additional documentation. The time given to the
Partner for explanations does not suspend the time limit established in the programme for the
Controllers for the verification of expenditure.

The Controller approves the expenditure and informs the Partner on the result of the
verification in the SL2014.

If the partner is not able to deliver necessary explanations and additional documents proving

the eligibility of expenditure as part of the clarifications to the First Level controller within the
set deadline the FLC deems those expenditure ineligible in a given reporting period and
finalises their work (accepts only the costs that were not questioned). Related costs can be
claimed in the next reporting period. In case of Polish partners it may concern the expenditure
that is the subject of the complaint procedure. However, this rule does not refer to the final
payment claim submitted by the partner. In case of preparatory costs they can be presented
only in the first report.

As a rule the FLC approves the progress report in SL2014 by giving his/her electronic
acceptance and informs the beneficiary on results of the verification (including the information
on ineligible expenditures). The FLC documents in a written form the explanation on the
legality and regularity of expenditure.

In order to facilitate and document the verification process, the MA has elaborated a standard
checklist for administrative verification (see annex 2). It shall be used and filled in by the
Controller constituting the minimum requirements for the verification in the Poland-Slovakia
Programme. The checklist shall be broadened by questions concerning national specifics and
national regulations/provisions, e.g. in the fields of public procurement, environment
protection, fair competition, equal rights and non-discrimination or staid aid.

The Controller should accomplish the work within a period of 60 calendar days in order to
allow the Lead Partner to submit the Project payment claim to the JTS within the deadlines
defined by the Poland-Slovakia Programme. The terms should be included to Controller's
internal procedures.

Controllers follow the national rules and procedures concerning the complaints submitted by
the Partners with regard to the result of the verifications. If the complaint procedure takes
place before the final approval of the expenditures, the Controller should be aware of that
established timing of the administrative verification.

5.3.4. Applying a sampling method

Verification of the supporting documents such as invoices and other documents with
equivalent value of proof may be carried out, where justified, on the basis of a sample of
transactions.

The Controller may use the sampling method approved in their institution or provided by the
Member State (NA responsible for establishing the control system) they are located in. In case
of sampling, the verifications must be comprehensive in relation to the various expenditure
categories and take account of all statistic methods. It is recommended that basic sample
includes a minimum of 10% of the amount of expenditure declared in the payment claim
(however not less than 5 single items) and at least one expenditure from each category. The
Controller should analyse the chosen sample in order to assess:

- if it includes expenditure which amounts considerably exceed the average amounts of all
declared expenditure,

- if verification of selected expenditure will provide a reasonable assurance that other items of
the population are free from errors/irregularities (e.g. identified during previous administrative
or on-the-spot checks of the project).

A reasonable assurance does not mean the absolute assurance, however it can be sufficient
to conclude that based on the sample the rest of the expenditure items is also not affected by
errors/irregularities. If the Controller detects any errors/irregularities in the chosen basic
sample that may have an impact on other expenditure out of the sample he/she determines
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the size of the complementary sample based on his/her professional judgment. The
assessment of the detected findings should also provide with information if they result from the
management and control system (systematic nature of findings). In such a case the Controller
should describe it in comments to the checklist and notify it immediately to the MA by sending
the checklist as scan via e-mail.

The sampling method developed by the Controller shall be reviewed annually with regard to
the size of the sample and the risk in different type of Partners and projects. The chosen
sample of expenditure is independent of the verification of procedures of public procurement.

The applied sample method is always documented by the Controller, in particularly as
regards:

- population,

- random method,

- list of expenditure randomly selected in the basic sample,

- list of expenditure randomly selected in the complementary sample,
- justification for complementary sample.

The documentation stays at the Controller’s institution and has to be made available upon
request. The Controller should describe the sampling method and specify the expenditure that
was selected to the sample in the checklist, for the purpose of the external audits of the
Controller system set in the Member State (e.g. carried out by the European Commission).

In case the verification is carried out on a sample, Partners have to submit only the supporting
documents related to the expenditure found in the sample to the Controller.

5.4. On-the-spot checks — steps to be taken by Controller

On-the-spot checks complement the administrative verifications. Their purpose is to further
minimise the risk of irregularities by implementing verifications of the place of the project
implementation or in the venues of the Partners. They should focus especially on reassuring
administrative verifications in terms of the reality of deliverables, the accounting systems in
place as well as the processes and procedures in the Partner's organisations connected to
keeping an adequate audit trail. The on-the-spot checks may also include visiting the events
organized by the Partner such as conferences or trainings.

In contrast to the administrative verifications, not all projects and Partners are the subject to
on-the-spot checks. Instead, the Controller of each Partner has to decide on the necessity of
on-the-spot check on the basis of a risk analysis for the type of the Partners and the projects
concerned.

In order to provide a reasonable assurance as to the legality and regularity of the expenditure,
the risk analysis should refer to project-related criteria (e.g. the amount of ERDF budget, the
amount of expenditure calculated by flat rates, the participation of the Partner in other projects
etc.), Partner-related criteria (e.g. type of the Partner, previously detected irregularities on the
side of the Partner, type of expenditure and activities of the Partner etc.) as well as the
experiences and results from the administrative verifications and external audits (e.g. high
number of items considered irregular, quality of the documentation provided by the Partner,
expenditure has been identified during the desk-based verifications that appear unusual and
require further examination, irregularities detected by the AA). If a particular Partner is
involved in a number of projects implemented within the Poland-Slovakia Programme, it is
compulsory to carry out at least one on-the-spot check at the level of such a Partner. The
example of the risk analyse is given in annex 3. On-the-spot checks may be carried out on a
sample of documents however as a rule documents verified during previous controls are not
subject of verification within the same scope. The Controller decides if to verify 100% of the
documents or use a sample based on e.g. the results of the previous administrative
verifications. The method chosen is described in the checklist for on-the-spot check.
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The procedure of on-the-spot checks should be based on common audit standards. The
Partner should be in advance informed by the Controller about the date of the planned on-the
-spot checks and about the legal basis for the concerned verification.

In order to facilitate and document the verification process, the MA has elaborated a standard
checklist for on-the-spot check (see annex 4). It is recommended that it shall be used and
filled in by the Controllers. However, the Controllers are free to use their own or national
checklists alternatively.

As soon as the verification is accomplished, the Controller draws up a Report on the result of
the on-the-spot check (see annex 5) with recommendations for improvements. The Controllers
are free to use their own or national templates alternatively. It should be agreed between the
parties and signed by both sides. The communication is done via the SL2014. It is
recommended the Partner should be given at least 14 calendar days since receiving the
payment claim for the notification of its motivated objections to the content of the document.
This period may be extended by the Controller at the request of the Partner submitted before
the deadline indicated for giving the objections to the report. The valid Report on the result of
the on-the-spot check should be registered in the SL2014 by the Controller. If during the on-
the-spot check irregularites are detected the Controller formulates follow-up
recommendations and sets the time for their implementation by the Partner.

In case of receiving the information on irregularities in the project or a reasonable suspicion of
irregularities the Controller can perform an ad hoc verification.

The aim of such a verification is to verify the received information or the suspicion on
irregularities in reality and confirm if there are facts that may lead to consider the expenditure
as irregular.

The procedure for carrying out the ad-hoc check is the same as for on-the-spot check except
the deadline for informing the Partner about the control visit. The notification sent to the
Partner on the ad-hoc verification is not required.

5.5. Procedure and timing of on-the-spot checks

The purpose of on-the-spot checks is to ensure correctness of the implementation of the
project as well as the correctness of verification of delivery of products and services co-
financed. They have to be carried through by the appointed Controllers who decide on the
timing and intensity of on-the-spot checks, if applicable with reference to the national
requirements.

Controllers should set the time and the number of the verifications taking into account the
indicative project timetable and the level of the project spending in order to achieve the
maximum effectiveness and efficiency during the verification process. The scope and intensity
of on-the-spot checks shall depend on the nature of the project in the programme (or
priority/measure) and the type of the documentation that is forwarded by the Partner.
Alternatively, a random representative sample could be selected. Where problems are
identified in the verifications carried out on a sample of projects the size of the sample of the
population should be increased in order to determine whether similar problems existed in the
previously unchecked projects. The Controller should be in a position to demonstrate, through
adequate documentation of the management verifications carried out, that the intensity of on-
the-spot checks is sufficient to give reasonable assurance of the legality and regularity of the
expenditure and projects co-financed under the Poland-Slovakia Programme.

On-the-spot checks may be carried through either during the implementation or upon the
completion of the project, or both during and upon the completion of the project. It has to be
taken into account that it may be too late to effect any necessary corrective action if an on-the-
spot check is carried out when the project has been completed. With regard to that, it is
recommended the Controller considers carrying out an on-the-spot check upon the following
three conditions:

- timing of the control activities is the most effective taking into account the project
implementation and
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- the Partner presented for a verification at least 25% of the total amount of expenditure
from the Partners budget and

- the on-the-spot check will take place before approval of the final payment claim by the
Controller

5.5.1. Follow up verification of on-the-spot check

If the on-the-spot check resulted in reservations and recommendations for the further project
implementation, the Controller is obliged to verify whether the proposed measures have been
implemented by a so-called follow up verification.

That means that the Controller sets a deadline for the Partner to implement the
recommendations. After this deadline, the Controller verifies if the issued recommendations
have been implemented. This can be done either within the scope of another on-the-spot
check or an administrative verification, depending on the nature of findings and proposed
measures. However, the follow up verification of the measures to be implemented by the
Partner should take place within 2 months since the day of issuing the recommendations at
the latest, but no later than before the next regular administrative verification.

Afterwards, the Controller registers the information on the results of follow up verification in
SL2014.

5.5.2. On-the-spot checks of umbrella projects.
The Controller uses the standard procedure for on-the-spot checks of regular projects. In
addition the Controller should be concerned of the following procedure.

The Controller carries out on-the-spot checks of the umbrella project minimum once a year.
As a rule the Controller performs on-the-spot check of the umbrella project on the basis of
documents held by the Partner of the umbrella project.
During on-the-spot check the Controller verifies the obligations arising from the Subsidy
Contract provisions in particular:
e organization of calls for microprojects,
e proceeding with the complaint procedures concerning the selection of micro-projects (if
applicable),
supporting microbeneficiaries during the implementation of micro-projects,
the process of signing the subsidy contract and annexes,
the use of advance payment,
eligibility of expenditure submitted for reimbursement under the umbrella project. For
this purpose the Controller:

- selects the sample of microprojects which were included in the payment claims
of the umbrella project, which have been approved since the date of the
selection of the sample for the previous on-the-spot check in the project,

- indicates the sample of expenditure presented in each selected microproject for
on-the-spot check report of the umbrella project,

- unlike regular projects carries out on-the-spot check of selected micro-projects
only in terms of verifying that the goods or services were delivered. The
Controller includes those checks in the Control Report for the umbrella project
verification. The Controller does not prepare a separate Control Report with
respect to the control activiies carried out at the premises of the
microbeneficiary,

- verifies the transfer of payments to microbeneficiaries and the recovery of
amount unduly paid,
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- verifies obligations in terms of document storage and information and
promotion.

5.6. Verification of compliance with principles of public procurement and
competitiveness

Whenever a project purchases services, goods, equipment, etc. externally, public
procurement rules must be adhered to, including European public procurement rules and the
relevant national rules.

Verifications should be carried out as soon as possible after the particular process has
occurred as it is often difficult to take corrective actions at a later date. It is very important that
the public procurement function is discharged honestly, fairly, and in a manner that secures
best value for public money. This is in line with EU Treaty principles and EU Directives on
public procurement. Essential principles to be observed in conducting the procurement
function include non — discrimination, equal treatment, transparency, mutual recognition,
proportionality, freedom to provide service and freedom of establishment.

In order to ensure the quality of public procurement procedure Controller may perform the ex-
ante verification of the public procurement before the procedure has been initiated by the
Partner upon the Partner's request. Such a procedure takes place in Poland and Slovakia
The ex-ante verification, as a rule, is rather a preventive measure which aims at avoiding the
potential findings and negative effects of possible infringements of the provisions of public
procurement. This should ensure that problems with the initial tendering as well as additional
works/supplementary contracts during the project implementation are eliminated. The
Controller, however, does not take the responsibility for proceeding with the public
procurement by the Partner’s institution. Positive results of the ex-ante verification does not
exclude the possibility of issuing reservations on the level of the ex-post verification of the
public procurement.

The Controller should carry out the verification based on the checklist. The Controller does not
carry out ex-ante verification for public procurement of micro-projects.

The fundamental principles of public procurement (transparency, non-discrimination and equal
treatment and effective competition) also apply to purchases of services and goods below the
EU-threshold and national values. For contracts or purchases below the EU and national
threshold values less formal procedures may be appropriate.

However it is recommended the Controller verifies if the contract meets the principle of sound
financial management and competitiveness in particular if:

1. the threshold results from the public procurement law in respective Member State
and national rules on fair competition,

2. the offer was advertised in line with the national or organisational rules on
competitiveness,

3. selection of the best bid based on the established criteria if applicable,

4. the contract was awarded to an entity which is not related with the Partner
personally or financially,?

5. the Partner has signed an agreement with the contractor selected taking into
account the fair competition and equal treatment of contractors.

Public procurement and competitiveness rules should be verified with the use of the separated
checklist prepared by the Controller which should be additional to the administrative checklist.
The checklist should reflect all Controllers’ comments to the procurement procedure and
indicate the amount of detected irregularity. The previous verification of the public
procurement carried out by other external control bodies should be taken into account.

2 It is recommended to follow the working documents issued by OLAF experts “Identifying conflicts of interests in public
procurement procedures for structural actions. A practical guide for managers”
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Due to the fact that major irregularities are detected in public procurement the Controller
should take into account during verifications of expenditure the most frequent irregularities in
the application of public procurement procedures detected in projects with EU co-financing
listed in annex 7 and follow the national rules on financial corrections® or Commission
Decision of 19.12.2013 on the setting out and approval of the guidelines for determining
financial corrections to be made by the Commission to expenditure financed by the Union
under shared management, for non-compliance with the rules on public procurement (C
(2013) 9527 final).

5.7. Informing on irregularities detected by Controllers

The term irregularity is defined according to Art. 2 (36) of Regulation (EU) No 1303/2013 as
follows: .

In case the FLC of the partner assumes or detects an irregular expenditure after the report
has been approved the FLC is obliged to immediately inform (by using annex 6 Notification on
irregular expenditure) the MA which will ascertain if the procedure of recovery of undue
payments needs to be applied.

MA will inform the FLC via e-mail as well as the JS on the status of the expenditure (if it has
already been refunded or not and if it has been part of a payment claim to the EC or not). In
case the payment has been released and the expenditure has to be recovered, the
expenditure is treated as an irregularity and shall be notified to the EC in case exceeds set
threshold. The MA asks the lead beneficiary to repay it based on the request for payment
issued or upon the request of the beneficiary may reimburse ERDF for the project reduced by
the amount of the irregularity(according to the Subsidy Contract provisions).

According to article 122 (2) of CPR Member States are responsible for notifying the
Commission of irregularities that exceed EUR 10 000. The following institutions are
responsible for submitting the reports on irregularities to the EC via Irregularity Monitoring
System (IMS) on basis of information received by the MA.

According to article 122 (2) of CPR Member States are responsible for notifying the
Commission of irregularities that exceed EUR 10 000 in contribution from the Funds via
Irregularity Management System provided by the Commission for this purpose via a secure
connection. The following institutions are responsible for submitting the reports on
irregularities to the EC via Irregularity Monitoring System (IMS).

Poland

Audit Authority (Polish Ministry of Finance)
Swietokrzyska 12

00-916 Warsaw

Slovakia

Office of Government of SR

Odbor centralny kontakiny atvar pre OLAF, Nam. Slobody 1,
81370 Bratislava 1;

3 In Poland the following legal act is applied: Ordinance of the Minister of Economic Development conditions for lowering the
value of financial corrections and expenses incurred incorrectly with regard to the award of contracts from 26 of January 2016
(Rozporzadzenie w sprawie warunkéw obnizania warto$ci korekt finansowych oraz wydatkow poniesionych nieprawidtowo
zwigzanych z udzielaniem zamoéwien).
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The MA shall receive the copies of the reports submitted by the Slovak institution to the EC
because the access to other Member States reports is not available in the established
Irregularity Management System. Reporting irregularities above 10 000 EUR should be in
accordance with the provisions of:

¢ COMMISSION IMPLEMENTING REGULATION (EU) 2015/1974 of 8 July 2015 setting
out the frequency and the format of the reporting of irregularities concerning the
European Regional Development Fund, the European Social Fund, the Cohesion Fund
and the European Maritime and Fisheries Fund, under Regulation (EU) No 1303/2013
of the European Parliament and of the Council,

e COMMISSION DELEGATED REGULATION (EU) 2015/1970 of 8 July 2015
supplementing Regulation (EU) No 1303/2013 of the European Parliament and of the
Council with specific provisions on the reporting of irregularities conceming the
European Regional Development Fund, the European Social Fund, the Cohesion
Fund, and the European Maritime and Fisheries Fund.

6. AUDIT AND OTHER CONTROLS

Each national auditor appointed by the participating Member States to the Group of Auditors
will be responsible for audits of Partners located on its territory, unless agreed differently by
the Group of Auditors, in order to fulfil the requirements of ETC Regulation Art. 25 of and CPR
Art. 127. The AA will ensure that audits are carried out on the management and control
systems on an appropriate sample of projects and on the annual accounts. The sample of
projects will consist of both the Lead Partners and Partners. The verification will be carried at
the premises of the Partners whose projects are chosen in the sample.

The audit work is documented in the preliminary reports and checklists and in the final
summary report. The auditing institution will have a defined period of time to give comments
and clarifications to the auditors’ findings. This procedure is named “contradictory procedure”.
Its length might vary in time according to the rules set by the AA for the Group of Auditors.
Once all the contradictory procedures have been closed, the AA will compile an overall audit
report based on the national auditors reports. The AA will inform the Group of Auditors and the
MA about the outcomes and suggest follow-up actions, if relevant.

The MA will turn to the NA, responsible for control system in the Member State, for the
approval of necessary follow-up actions in compliance with the follow-up procedure or further
explanations of findings identified during the audits. The NA based on the opinion of the
Controllers will be asked for confirmation if detected findings are of systemic error nature. The
Controllers are involved in the process in particular when it comes to obtain further
explanations. The Controllers should also assist Partners when asked for help during the
audits. The contribution of Controllers in formulating remarks/comments on findings during the
contradictory procedure may be of crucial importance and has a positive impact on the
reduction of Programme’s error rate.

If the AA asks the MA for confirmation of detected irregularities in preliminary audit report and
the irregularities concern the beneficiaries of the Member State the MA will turn to the NA
responsible for FLC system in the Member State for information if the controllers/partners
agreed with the findings and the contradictory procedure has been finalised. Based on that the
MA will be able to submit the requested confirmation to the AA. If the MA receives the final
audit report in which the auditors maintain the findings the MA will turn to the NA to ask the
controllers to prepare the notification on irregular expenditures (see chapter 5.7) and
verification if the same type of findings did not affect the expenditure approved in previous
payment claims. The FLCs verify if previous expenditure of the concerned partner is also
affected by the same type of irregularity detected by the auditors and consequently report in
the notification on irregular expenditures the total amount of the irregularity. The notification
will serve the MA for issuing the request for payment. FLCs should be in close cooperation
with partners when it comes to the irregularities detected in projects during audits. This
cooperation may be of crucial importance and has a positive impact on the reduction of
Programme’s error rate.
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The above proceeding will also apply during the audits carried by the EC.

If findings detected by auditors are confirmed by the NA and the Controllers, the Controllers
will be asked to send to the MA the notification on irregular expenditure (please see chapter
5.7).

The Controllers will be obliged to verify if the previous expenditure of the concerned Partner is
also affected by the same type of irregularity detected by the auditors and consequently report
on the total amount of the irregularity.

The MA informs the AA (and if applicable EC) on implemented follow-up measures and the
irregular amount balanced/recovered.

It must be noted that all the involved institutions in particular the NA and the Controllers
maintain a close cooperation with the MA and react in time for the submitted requests as it
may prevent the programme from the suspension of payment if the error rate is close to be
exceeded.

At the request of the NA/MA, Controllers provide information about the results of
administrative and on-the-spot check verification for the accounting year for the purpose of
drawing up a declaration of management and the annual summary as referred to in Article 125
(4) (e) of the General Regulation and article 59.5 (a) and (b) Financial Regulation.

7. FACILITATION AND MONITORING OF THE CONTROL PROCESS

A smooth functioning of the Controller requires that the involved parties do not only fulfil their
respective tasks as defined in this document, but that they cooperate efficiently. This implies
especially a proper coordination, communication and information among them. In addition, the
Controllers are encouraged to cooperate and communicate with one another. In general, the
MA/JTS highly recommends the Controllers to attend seminars, workshops or other meetings
organised for them on specific topics on:

e EU level (events organised for example by Interact or EC services),
e Programme level (seminars/workshops mainly for the project Partners and/or Controllers),
e national level (seminars for Controllers of the particular country),

7.1. The Controllers, the Joint Technical Secretariat, as advisors for Partners in
eligibility issues

The most problems and discussions concerning the eligibility of expenditure should be solved
with the support of the JTS and the Controllers. For the programme rules the JTS should be
addressed with certain questions while in case of interpretation of the national rules only
Controllers should be in charge to assist the Partners. In case not all issues can be clarified
during the verification of the expenditure the interpretation of certain provisions arising from
national act and ordinance may be necessary to be obtained from the institutions responsible
for issuing the concerned legislative act.

The SL2014 will provide a separate module dedicated to the exchange of correspondence
between Partners and their Controllers as well as to exchange correspondence between lead
partners and the JS. It will be possible to keep contact with the relevant institutions, send
comments to payment claims etc. All correspondence will be visible in the system with regard
to the implemented project in order to provide the audit trail.

7.2. Support and coordination by Programme bodies

Effective control systems and processes with no control delays at the level of all participating
Member States will be a key factor for the financial performance of the projects and the
Poland-Slovakia Programme as a whole. In order to assure this, programme bodies
implement the following coordination, monitoring and information measures:
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e The Controllers performance is coordinated by the NA responsible for setting up
national financial control systems in a given Member State. As far as Programme
implementation is concerned, the NA supports the MA in coordination of the
established financial control systems and co-operation with the control bodies.

e Regular training seminars or individual consultations shall be organised at the national
level in order to provide the Controllers with the necessary information on the
implications of a control system in compliance with the ERDF, national rules and the
Programme characteristics. Regular seminars should be also a platform to share the
experience gained by the Controllers as well as to evaluate the established national
control system.

8. Verification of durability of projects

Verification of durability is carried out by the Controllers. The Controller checks, while carrying
out verification of durability, if in the project has not appeared one of the circumstances
referred to in Art. 71 of the General Regulation. During the verification of durability, the
Controller verifies if:

e occurred the presence of double financing, especially in the context of the possibility of
changing the eligibility of tax on goods and services,

¢ the project generate the income (if applicable),

e project objective has been maintained, defined by achieving and maintaining result
indicators,

e storage of documents is correct,

e the appropriate measures for project information and promotion were applied,

¢ the principles of granting state aid were applied.

Details of the procedure will be ensured by the Managing Authority.
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