Guide for National Agencies III.B-primary checks-technical instructions 


Technical Instructions for Primary Checks

Minimum number and percentage of checks per decentralised action

	Type of action (1)
	 Minimum Frequency (2)
	Minimum number

	
	On the spot checks during action
	report
	desk check
	Financial audit ex post
	On the spot checks during action
	desk check
	Financial audit ex-post 

	Action 1 - Youth for Europe
	1.1 Youth exchanges
	3%
	100%
	0%
	 
	 4*
	0
	 

	
	1.2 Youth Initiatives
	3%
	100%
	0%
	 
	 2*
	0
	 

	
	1.3 Youth democracy projects
	3%
	100%
	0%
	5%
	1
	0
	 1

	Action 2 - European Voluntary Service
	Annual grant value per beneficiary > 25.000 Euro
	3%
	100%
	0%
	10%
	1
	0
	1

	
	Annual grant value per beneficiary < 25.000 Euro
	3%
	100%
	0%
	 3 %
	1
	
	

	Action 3 - Youth in the World
	3.1 Cooperation with neighbouring countries
	3%
	100%
	0%
	 
	1
	0
	 

	Action 4 - Youth support systems
	4.3 Training and networking (excluding TCP)
	3%
	100%
	0%
	 
	1
	0
	 

	Action 5 - Support
	5.1 Meetings
	3%
	100%
	0%
	5% 
	1
	0
	1 

	(1)  
	On the spot checks carried out during action, desk checks as well as financial audits should be done according to the minimum percentages (calculated on the total number of granted projects) set in the above table. The selection should be done at random. 

	(2)
	The probability to select a particular organisation for a given control is inversely proportional to the time elapsed since this organisation has been subject to this type of control before.

	 (3)
	The maximum tolerable error rate for each action is 2%.


	.Risk assessment
	
	
	
	
	
	
	
	
	
	
	

	Type of action
	Risks
	Control type

	
	# partners
	amount
	nature
	complexity
	recurrence
	aggregate
	during action
	report
	desk check
	audit

	Action 1 - Youth for Europe
	1.1 Youth exchanges
	medium to low
	low
	medium
	low
	low
	medium to low
	yes
	yes
	no
	N/A

	
	1.2 Youth Initiatives
	low
	low
	medium to low
	low
	low
	medium to low
	yes
	yes
	no
	N/A

	
	1.3 Youth democracy projects
	low
	low
	medium
	medium to low
	medium to low
	medium to low
	yes
	yes
	no
	yes

	Action 2 - European Voluntary Service
	Grant value ≥ 20.000 Euro
	medium to low
	medium
	medium
	low
	high
	medium
	yes
	yes
	no
	yes

	
	Grant value < 20.000 Euro
	medium to low
	low
	medium
	low
	high
	medium to low
	yes
	yes
	no
	yes

	Action 3 - Youth in the World
	3.1 Cooperation with neighbouring countries
	medium to low
	low
	medium
	medium to low
	low
	low
	yes
	yes
	no
	N/A

	Action 4 - Youth support systems
	4.3 Training and networking (excluding TCP)
	medium to low
	low
	medium to low
	medium to low
	low
	low
	yes
	yes
	no
	N/A

	Action 5 - Support
	5.1 Meetings
	low
	low
	medium to low
	low
	low
	low
	yes
	yes
	no
	yes


1. Introduction and general approach

This note gives, in conformity with the relevant provisions of the Guide for National Agencies, guidance on how the National Agencies have to design and organise their system for checking and control of grant claims (final reports introduced by beneficiaries with the aim of getting the final payment of the grant). 
The National Agency is responsible for the primary checks and controls of the decentralised actions. The purpose of these primary checks is verifying whether the actions and their components have taken place (activities undertaken, costs incurred, etc.), getting assurance that reports are reliable and that the underlying transactions are legal and regular. This implies checking:

· the eligibility of the supported activity and its components: compliance with the rules applicable to the action concerned and with the contractual conditions applying to the individual supported activity, eligibility of costs reported;

· completeness (all elements that must be reported are effectively included in the reporting);
· the correct valorisation of each reported element: e.g. income, expenditure, number and level of scales of unit costs, etc.;

· the arithmetical correctness of the final report (financial statement): the accurateness of multiplications and sums;

· the correct classification of the components of the final report (the costs allocation according to budget heading).
The actual checking of each of the items listed above depends on the type of grant, in particular whether it is awarded as a lump sum amount, a flat rate amount based on a scale of unit costs or as an amount based on real costs incurred.

Most checks are performed before the final grant amount is determined and the balance paid (or recovered). Further checks can still be organised after the payment of the balance and might result in amounts to be recovered.

The control system is designed to be efficient and effective. 
Carrying out the checks of decentralised actions entails costs, not only for the National Agency, but also for the grant beneficiary. Checking everything is too costly. The approach that has been developed is a cost-effective compromise that gives a reasonable level of assurance that the actions have been carried out, that the conditions required by the regulatory framework have been fulfilled by the beneficiary and that the final reports received contain reliable and accurate information. 

The minimum requirements for primary controls are set in annex III.B. Desk checks and systems' audits are not compulsorily to be applied. It is up to the NA to decide whether it considers additional checks e.g. checks of original supporting documents (desk checks) necessary, taking into account the situation of a particular project. For recurring beneficiaries and beneficiaries that have been granted significant amounts a systems' review or audit might be appropriate as it gives assurance about their level of internal control to carry out the actions.

The checks are modulated in function of a series of risk factors, such as the grant amount, the type of the grant, the target beneficiaries, etc. Only a sample of grant agreements shall be subject to more extensive checks than the compulsory routine check on the elements contained in their final report. Additional checks will have to be carried out during the activity or, following the receipt of the final report, at the premises of the beneficiary. Depending on the nature of the action, one of these methods is more or less appropriate.
There are several reasons why a particular grant agreement can be selected for a check:
· The primary reason is pure hazard (although the likelihood of being selected might vary in function of a risk analysis), thus the selection is made at random. 

· The second reason is that there are serious enough indications of error, non-compliance/irregularity or fraud. 

· If the random selection results in an unacceptable high error rate, additional selections have to be made. 
The combination of a good internal control system in the National Agency and an adequate supervision of the decentralised actions by the National Authority (that are the secondary controls) are the main elements on which the National Authority will base its Yearly Declaration of Assurance. The aim is to get reasonable assurance that the yearly report of the National Agency is reliable and that the underlying transactions are legal and regular. An adequate control system, organised in an effective, efficient and economic way, will detect systemic and important errors or anomalies. 

2. Presentation
In the first part this guidance note refers to the Guide for National Agencies. In the left hand column the relevant text of the Guide for National Agencies is printed and the right hand column gives additional explanation and guidance. If the text of the Guide for National Agencies is sufficiently clear the right hand column remains blank.
The second part is a list of issues where explanation is given that is not in direct relation with the Guide for NAs. 

Part 1
	Guide for National Agencies
	Guidance and hands-on approach

	3.8.1. Primary controls
	

	3.8.1.1. 

The NA shall give assurance on the reality and eligibility of the activities supported with EU funds, as well as on the legality and regularity of the underlying operations. To that effect, the NA shall undertake so-called "primary controls".
	

	3.8.1.2. 

The primary controls to be undertaken by the NA in relation to programme beneficiaries consist of the following types:

- Analysis of final reports;

- Desk check of supporting material submitted by beneficiaries at final report stage;

- On-the-spot check during the implementation of a supported activity;

- On-the-spot check (audit) undertaken upon completion of a supported activity;

- Systems audit of recurrent beneficiaries.
	Types of primary controls:

Primary controls take place either

· while the action is carried out or 

· after the action has been completed.

A. On-the-spot check while the action is carried out

Purpose:

The purpose of carrying out a check while the supported activity is taking place is essentially to ensure that the activity itself is compliant with the grant application, the grant agreement and the regulatory framework such as the programme guide, the call for proposals, etc. They are necessary as many decentralised actions leave very little hard evidence after they have been carried out and grants are often determined as lump sums or scales of unit costs reducing the need for carrying out checks after completion.

For example, if the activity consists of organising a transnational workshop between young people belonging to various disadvantaged categories, checks will include verification of the precise content of the activity, the place where it is carried out, the names and ages of the participants, the participants belonging to the disadvantaged category, etc.

Difference between on-the-spot check during action and monitoring: 

As stated in section 3.11.3 of the Guide for National Agencies, 'Monitoring visits shall focus on collecting information on qualitative aspects of programme management and on the effectiveness and impact of the granted project on the beneficiary (institution/organisation). The visits shall be used to support the beneficiary, gather and disseminate examples of best practice and establish/maintain good relations between the beneficiary and the NA. … Contrary to an audit visit, a monitoring visit is not necessarily related to a specific grant agreement and may cover a different period of time. … Furthermore, a monitoring visit may be considered necessary in consequence of the beneficiary's past difficulties or in response to current problems, …' 
The focus of a monitoring visit is thus different from that of an on-the-spot check. The Guide for National Agencies also stipulates that 'In case a monitoring visit is organised simultaneously with an audit (= on-the-spot check) visit (see audit visit section above), the role of the team members in charge of the audit shall be clearly separated from the activities of the person(s) in charge of the content monitoring.' Different reports should be made – or if a single report is made, the parts related to the monitoring and the on-the-spot check should be clearly differentiated within the report - and feed-back to the beneficiary should differentiate clearly which recommendations relate to the on-the-spot check and which relate to the monitoring visit.
N.B. The only exception here is that both the on-the-spot check during action and the monitoring visit can be undertaken by the same knowledgeable NA staff member in the case that the grant amounts to 25.000 € or less - also see section 3.8.6.12.
B. Checks after the completion of the action

Purpose:

The purpose of checks carried out after the completion of the supported activity is to determine the amount of the final grant amount and to get assurance that any grants awarded and paid do not contain any significant or repetitive errors. 

Terminology:

Ex-post checks: The term 'ex-post' can be explained in two ways: either it is after the final payment has been made (or the amount to be recovered been determined) or it is after the receipt of the final report produced by the beneficiary. For recurring beneficiaries, this distinction does not really matter as any refunds can be offset against future payments; for occasional projects, it is highly recommended that the checks are carried out before payment of the balance of the grant amount.
Analysis of the final report: This consists of analysing the narrative and financial sections of the report as well as the required supporting documents in accordance with the Programme Guide. The analysis leads to the determination of the final grant amount. The number of documents to be verified
 depends on the programme action. If a particular National Agency requests grant beneficiaries for some actions to systematically annex supporting documents (not required by the Commission), the check is no longer an analysis of a final report but a desk check of supporting documents. 

Desk check of supporting material
: A desk check implies that some documents or material are analysed in the offices of the NA and compared with information in the final report or the grant application. Documents can be invoices, presence lists, travel documents, payroll extracts, bank statements, invitations, programmes, contracts, prices quotations, etc. while supporting material might include photographs, CD-ROMs that have been produced publications, questionnaires, etc.

The degree of assurance obtained from a desk check depends on the documents or material requested, but it is often an economical alternative for an on-the-spot check. Normally, desk checks should be based on original documents that have to be returned to the owner when the check has been accomplished, but, if not possible for duly justified reasons, copies of documents may be requested instead. 

Expenditure declared in the final reports will be checked against documents, as well as in terms of eligibility of the expenditure and with regard to the accuracy of the calculations.

The on-the-spot check is sometimes referred to as an 'on-the-spot audit' or an 'in situ audit'. On top of checking all original supporting documents and material, the on-the-spot check implies tying in the various elements with the beneficiaries accounting elements (such as general and specific ledgers, payroll administration, the entity’s time registration system, reconciliation of bank transactions, etc.) giving it a additional value over the desk checks. Crosschecking with the beneficiary’s accounting elements is normally required only for actions that are supported on the basis of real costs.
The number of on-the-spot visits can – in general - be kept relatively low and assurance is mainly obtained from checks of final reports. Therefore, it remains necessary to carry out a limited number of on-the-spot checks of non-problematic cases. 

C. Systems' checks

Purpose:

The purpose of systems' checks is to rely on the quality of internal control and compliance with the regulatory framework of a recurrent beneficiary so that the number of on-the-spot checks undertaken upon completion of a supported activity can be reduced. It also gives assurance on the legality and reliability of the most recent final report.

	3.8.1.3. 

Depending on the type of decentralised action and the type of grant awarded, different types of primary controls may be combined in relation to the risk levels and control objectives as set out in Annex III.B.
	In other words, for a particular decentralised action all final grant reports have to be checked and a number of the grant agreements has to be selected for an on-the-spot check.  The table fixes a minimum percentage to be checked and a minimum number for each decentralised action.

	3.8.2. Selection of beneficiaries/projects for desk and on-the-spot checks
	

	3.8.2.1. 

The type and number of primary controls to be undertaken by the NA shall be based on a risk analysis. The risk analysis shall take account of the risk of error within each decentralised action managed by the NA. Every year, the Commission shall issue a document that provides the minimum percentages and minimum numbers of beneficiaries/projects to be checked by the NA for each decentralised action, see Annex III.B.
	The number of checks that the National Agency has to carry out by type of action (see tables provided in Annex III.B of the Guide for NAs) has been determined by the Commission as a result of a risk analysis of the different decentralised actions. Experience will learn if these numbers can be maintained or have to be revised (increased or reduced) in order to get the level of assurance the Commission requires. The number of checks is expressed as a percentage of the number of grant agreements issued for a particular type of decentralised action with an absolute minimum number to be checked in any case under the given Commission-NA Agreement. In general, the number of checks will not be high enough to have statistically representative samples for each of the action types. Nevertheless, the results of the checks will give strong indications on the importance of errors incurred.

	3.8.2.2. 

For each type of primary control that is required for the decentralised action concerned, the NA shall select a sample of the beneficiary population in accordance with the instructions provided in Annex III.B. 
	The selection of the sample:

The NA has to make its selections at random. 

The minimum percentages and numbers are set per Commission-NA Agreement, which implies that only near the end of the realisation of the actions funded from the related Commission-NA Agreement, the required minimum percentages and numbers will be reached.

Example: The 2007 COM-NA Agreement for YiA covers actions like Youth exchanges and European Voluntary Service: on 31/12/2007 an important part of the on-the-spot checks during action should have been completed for Youth exchanges (cf. among those projects for which the main activity took place in the summer of 2007), while for the European Voluntary Service projects they most likely will not have been carried out yet. For the Youth exchange projects on-the-spot checks after completion of the activities will probably not start before the year 2009.

A. For on-the-spot checks while the action is carried out

The moment when the selection has to be made differs from type of action to type of action. The necessary precondition is to have a complete list before the actions start. The selection can be done making use of an Excel spreadsheet. The outcome of the selection has to be kept confidential until the announcement of the visit. 
B. For desk checks and on-the-spot checks after the realisation of the action

The selection for desk checks and on-the-spot checks is made with an Excel spreadsheet that takes the type of action into consideration. As soon as the final report is received a couple of basic data are entered into the spreadsheet which returns as a result whether additional tests have to be carried out and if so whether it will be a desk check or on-the-spot check in so far as required for the decentralised action concerned (e.g. no financial audits after receipt of the final report are required for youth exchanges, youth initiatives, etc.). 

See also section 3.8.2.5.

	3.8.2.3. 

In relation with the checks of beneficiaries/projects of decentralised action grants awarded under the predecessor programmes and the management of which has been transferred to the NA, the minimum numbers and percentages set out in Annex III.B apply to the extent that the type of grant (in terms of grants based on real costs, lump sum grants or flat rate grants based on scales of unit costs) and contractual rules remain the same for the successor decentralised action under the YiA programme. In the opposite case, the required minimum numbers and percentages of beneficiaries/projects to be checked set out in the relevant decentralised action agreements remain unchanged.
	The minimum percentages and numbers of checks for the YiA programme are sometimes identical, sometimes different from those of the predecessor programme Youth. 


	3.8.2.4. 

In order to get sufficient assurance that the final reports reflect reality and eligibility of activities and expenses and that the underlying transactions are legal and regular, the NA may decide to increase the number of checks taking into account the risks involved in the national context, as well as the results of checks undertaken in the past.
	

	3.8.2.5. 

In addition to the sample of beneficiaries/projects referred to above, the NA shall undertake checks of beneficiaries/projects on the basis of specific problems noted or suspected, depending on the seriousness of each case.
	In principle, all supported activities where serious problems are presumed or discovered, will have to undergo additional checks that have to be decided by the NA based on the seriousness of the problem. A serious problem means a case bearing a considerable risk that EU funds will be unduly allocated or paid or where the reputation of the programme may be at risk. 
If careful examination confirms that allegations, accusations or information on problematic cases are plausible, the National Agency shall carry out additional checks. Based on the risks involved and the knowledge of the case, these checks may take the form of a desk check, of an on-the-spot check during the implementation of the supported activity or of an audit.

The additional checks always have to be added to the number of checks resulting from the table in Annex III.B of the Guide for NAs. The following cases may occur:

· Problems are discovered through an on-the-spot check during the implementation of a supported activity. This can result in the decision to organise a desk check of supporting material after receipt of the final report or to organise an on-the-spot check after the completion of the supported activity;

· Problems are discovered during the analysis of the final report. This can result either in a desk check of supporting documents or an on-the-spot check;

· Problems arising from a desk check may require the organisation of an on-the-spot check.

	3.8.2.6. 

Every year, the Commission will establish a maximum tolerable error rate
 for primary controls, cf. Annex III.B. The following situations may occur for one or several decentralised actions:
- the actual error rate resulting from the checks that the NA shall undertake is significantly higher than the maximum tolerable error rate set by the Commission: the NA shall immediately inform the Commission of this situation in order to agree on the introduction of appropriate measures
; 

- the actual error rate is consistently and significantly lower than the maximum tolerable error rate set by the Commission: the NA may request the Commission for a reduction of the minimum percentages and/or number beneficiaries/projects to be checked for the decentralised actions concerned; 

- In both above cases, the Commission will notify the NA formally of its decision, with copy to the National Authority.
	The maximum tolerable error for the 2008 and 2009 COM-NA Agreements is fixed at 2%. This implies that after the National Agency has carried out all its primary checks, the National Authority and the Commission will assess that performance of the NA in comparison to this 2% ceiling.
The 2% error rate is important at the level of the National Agency itself and at the level of secondary controls by the National Authority.

Apart from informing the Commission, the NA shall also inform its National Authority. The Commission will at any rate reply to both the NA and the National Authority.
A. At the level of primary controls of the NA
If the combined detected error rate (desk and on-the-spot checks) is higher than 2%, then the NA shall try to get an explanation and take measures in order to bring down the error rate under 2%. 

Such measures can be for example to increase the number of a particular control, to give better information or training to beneficiaries in order not to repeat particular systemic errors, to just accept that the high error could be explained by an isolated case or to increase the frequency of the checks.

B. At the level of secondary controls
If the secondary controls (by or under the responsibility of the National Authority) or the supervisory controls find an overall error rate lower than 2%, then the Yearly NA report can be considered to fairly represent the transactions and the situation as per year end.

If these secondary controls conclude that the error rate is higher than 2%, the Commission and the National Authority will decide on additional or more profound checks.

	3.8.3. Formal requirements
	

	3.8.3.1. 

The grant agreements shall specify the types of controls to which the beneficiary may be subject and has to agree with as a consequence of accepting the grant offer.
	The standard grant agreements (between the NA and the beneficiaries) to be used contain clauses on reporting and controls. The latter stipulate that the beneficiary has to agree that checks and controls by or on behalf of the NA, the National Authority or by European Commission or Court of Auditors can take place. It also stipulates the duration of conservation of supporting documents.

	3.8.3.2. 

The NA shall keep a record of all checks of decentralised actions undertaken and of all errors detected, in view of reporting thereon to the Commission in accordance with the reporting requirements set out in this Guide for NAs.
	Within the Yearly NA Report, a report on checks has to be produced per Commission-NA agreement (Part C). The data on each agreement has to cover the whole period of the agreement concerned and not just the year to which the Yearly NA report refers to.

For each final report received from a grant beneficiary the NA has to record the following:

· The grant amount claimed (lower or equal to the amount granted)

· The financial correction resulting from the check of the final report (thus the difference between the amount claimed and the amount the beneficiary is entitled to receive) 
· The financial correction resulting from a desk check (thus the additional correction that results from a desk check)

· The financial correction resulting from an on-the-spot check (thus the additional correction that results from an on-the-spot check)

For example, a project got a grant awarded of 100.000 euro, claimed 90.000 in its final report. The check of the financial report resulted in an accepted grant amount of 88.000 euro and the on-the-spot check found additional ineligible expenses so that the final grant due is 82.000 euro; thus grant amount claimed: 90.000 euro; correction resulting from (routine) check of final report: 2.000 euro; 0 euro correction resulting from a desk check and 6.000 euro correction following the on-the-spot check.

The cause of the corrections should be registered in order to learn about the repetition of some types of errors and in view of the NA reporting thereon in the context of the Yearly NA report.

	3.8.3.3. 

The NA shall make use of standardised checklists for all types of controls of decentralised actions that it is required to undertake. The checklists shall:

- provide evidence of the elements checked;

- describe anomalies found;

- contain a conclusion and proposal for follow-up.
	The use of checklists

The National Agency can develop standardised checklists for the checks of final reports, on-the-spot checks during the implementation of the activities, on-the-spot checks (audits) undertaken after completion and – if necessary - systems audits. The checklists shall be adapted to the specificities of the type of action or measure and national requirements.
Every time an anomaly is detected, it should be fully described in the checklist and evidence thereof is attached for future reference. Thus only exceptions should be reported.
The purpose of the checklist is threefold:

· To list all the checks to be made in order to perform all the required tests and controls. Whenever judged necessary, additional controls or tests can be added. 
· To identify the person who has performed the checks and to give a short description of the anomalies detected. Evidence of the anomaly has to be annexed (or referred to) in the checklist. After having completed each test or check, the person concerned puts the date and his or her initials in a box.

· To draw a conclusion and propose further action after the completion of all checks and tests. 
The checklists shall contain a formal conclusion that can be fourfold: 
· to proceed with the payment or recovery (in this case, the conclusion shall indicate any amounts considered ineligible and the final amount of Community grant proposed, in respect of the predefined contractual rules);

· to request additional information (when the report is incomplete, unclear, or if there are inconsistencies);

· to terminate the grant agreement because the contractual conditions were not met and request a full reimbursement of any pre-financing made;

· to proceed to a more elaborate type of check.

Normally, a second person should review the checklists (the four eyes principle). This second person, after the review, also signs and dates the checklist. 

	3.8.3.4. 

Every person involved in the controls of decentralised actions shall sign at least once a year a declaration on the prevention of conflicts of interests and the disclosure of information (cf. model declaration in Annex II.A).
	This condition is applicable for both staff members of the National Agency and external experts who work for the National Agency.

	3.8.3.5. 

Every person involved in the controls shall be given a separate checklist that shall be dated and signed upon completion of the assessment.
	To this guideline there is the exception that when two persons carry out together the same checks or if a second person reviews someone else's checklist, the same checklist is used.

	3.8.4. Assessment of final reports
	

	3.8.4.1.
Any beneficiary of a decentralised action grant shall be required to submit to the NA a final report per grant agreement. The final report will serve to assessing the results of the supported action, to establishing the final amount of the EU grant and issuing the final grant payment or recovery order, as well as to closing the grant agreement administratively. The NA shall check 100% of final reports for all decentralised actions.
	No final grant can be determined in the absence of the final report submitted by the beneficiary. This implies that the NA has to request a complete reimbursement of the earlier paid prefinancing payment if no final report is received.

	3.8.4.2.

Grant beneficiaries shall make use of the standard report forms issued by the NA. The report forms shall allow for the collection of content related, statistical and financial data required for the monitoring of programme implementation, for the control of the use of EU funds and for the evaluation of programme results, as established by the Commission.
	

	3.8.4.3.

The NA shall record in its registration system the date of receipt of the reports from beneficiaries in order to be able to monitor the treatment of the reports and the respect of time limits set in the grant agreements, as well as to send reminders as and when required. 
	It is recommended – at the time of registration of the report - to input the data into an Excel spreadsheet that determines on a random basis if additional checks have to be carried out (desk checks or on-the-spot checks). This procedure has the advantage to immediately request additional documents needed for the desk check or to announce the on-the-spot check without delay. See also section 3.8.2.2. 

	3.8.4.4. 

The report assessment shall consist of the following stages: 

- a check of the formal receivability of the report (e.g. report duly signed and dated by the legal representative of the beneficiary organisation);

- an evaluation of the activity report relating to the results of the supported activity in terms of their quality and quantity, including a check of the reality and eligibility of the activity, and 

- a check of the financial statement and the required supporting material as appropriate, in view of assessing the reality and eligibility of the expenses reported, as well as the legality and regularity of underlying transactions. The specific checks will be adapted to the type of grant (in terms of grants based on real costs, lump sum grants or flat rate grants based on a scale of unit costs or any combination of these three types of grant).

	If, resulting from the analysis of the report, documents are missing or if the information is not clear, additional information should be requested from the beneficiary. As long as the information has not been received, the treatment of the payment claim is suspended.

If the result of the analysis shows that there are problems, appropriate follow-up is required from the NA. This may result in another check (a desk check of supporting documents or an on-the-spot check). Such checks are always additional to the grant agreements sampled for the same kind of checks.

Sometimes it can be decided immediately to start a procedure for terminating the grant agreement in case of sufficient evidence thereto.

	3.8.4.5.

The same person may undertake the various stages of the final report assessment. If desirable, the NA may call upon external experts for the final report assessment. 
	Please refer to section 2.3.2. for the minimum criteria for segregation of duties. With regard to on-the-spot checks of beneficiaries, it is important to note that NA staff members cannot be entrusted with monitoring/counselling of individual beneficiaries, on-the-spot checks of the same beneficiaries and authorising payments to these beneficiaries.
Of course, it is good practice to avoid the combination of several functions for the same person and, except for the smaller NAs, to exclusively dedicate staff involved in checking the decentralised action grant agreements. 
The same person or group of staff members can carry out checks of final reports (both the activity and financial reports), desk checks of supporting material and on-the-spot checks (during the implementation of the activities, as systems' check or undertaken after completion).

It is possible that external experts be involved in the assessment of the final reports, e.g. external accountants for carrying out on-the-spot checks.

	3.8.4.6.

Final report checklists shall indicate any amounts considered ineligible and the final amount of Community grant proposed, in respect of the predefined contractual rules. The checklists shall contain a formal conclusion as to the approval or rejection of the report and indicate the necessary follow-up measures if any. 
	See section 3.8.3.3.

	3.8.4.7.

The assessment and approval of the report shall be finalised within 45 days of receipt of the report. This period of 45 days shall be suspended in case the NA needs to request further information from the beneficiary or needs to undertake complementary checks before being able to finalise the assessment of the report and closing the grant agreement. 
	The respect of the 45 days for assessment and approval of the reports might be challenging when it has been selected for a desk check or an on-the-spot check. That is why it is essential that the beneficiary shall be immediately informed of his selection.

The 45 days are calendar days.


	3.8.4.8.

As soon as the assessment is finalised, the NA shall notify the beneficiary in writing of the outcome thereof in terms of approval or rejection of the final report. The closure letter shall state the final amount of the Community grant, the resulting amount of balance payment or recovery, as well as the conditions for reimbursement when necessary. The letter shall also specify the possibility and conditions for appeal in case the beneficiary disagrees with the conclusions of the NA.
	The notification letter can in principle be identical for a routine check of the final report, a desk or an on-the-spot check. If the check results in a reduction of the grant, the notification will give detailed reasons for reduction and calculation of the final grant amount.

	3.8.4.9.

In the case of non receipt of a final report due, the NA shall send at least a formal reminder within one month of the deadline. If necessary, the NA shall send a second formal reminder within two months of reporting deadline. If the final report is not received after these two reminders, the NA shall send a third and last reminder by registered mail notifying of its intention to cancel the grant and recover the full amount of pre-financing payment(s). In the absence of a reaction from the beneficiary within one month of the third and last reminder, the NA shall cancel the grant and issue a recovery order for the full amount of pre-financing payment(s) transferred to the beneficiary in the context of the grant agreement concerned.
	

	3.8.5.
Desk checks of supporting material
	

	3.8.5.1. 

At final report stage, the NA shall undertake a desk check of supporting material of a sample of beneficiaries/projects in accordance with the minimum numbers and minimum percentages set per type of decentralised action in Annex III.B.
	The selection of the desk checks to be carried out and the announcement to the beneficiary have to be made as soon as possible after receipt of the final report. The NA should proceed immediately to the formal receivability check of the report. If the report is not receivable, the announcement of the selection for the desk check and the reasons why the report is not acceptable can be combined in one letter.

	3.8.5.2. 

Depending on the type of action and inherent risk involved, a desk check of supporting material may be required for all or part of the grant agreements involved. In case that a desk check of supporting material is required only for part of the grant agreements, the NA shall select the random sample upon receipt of the final reports, in accordance with the instructions provided in Annex III.B. To the random sample, the NA shall add known or presumed problem cases that require a more detailed control, in order to obtain the necessary assurance.


	This section makes it possible for the NA, for some types of action and always in function of the risks involved to systematically request documents to be annexed to the final report and to check these documents systematically. In that case the NA has to decide on the exact scope of a desk check. The requirement has to be foreseen in the grant agreement between the beneficiary and the NA. Even in that case the NA may still select grant agreements where – either at random or because there are indications of anomaly – for a more thorough desk check.
For example, for an individual mobility proof of travel, hotel bills, declaration by the host organisation could be requested. As, however, the grant is calculated on a fixed sum per day, the travel ticket, boarding pass and declaration by the host would be considered sufficient. But for a particular grant where e.g. there are indications that the beneficiary was not full time present, hotel bills or detailed records on his or her activities could be requested.


	3.8.5.3. 

The NA shall request original documents or copies thereof for all documents requested for the desk checks of supporting materials.
	As a rule, the documents should be originals. Because originals are the property of the beneficiary, the National Agency can only keep them for the duration of the checks. The National Agency may stamp the documents as evidence that they have been checked in relation to the grant. Stamping original documents prevents them to be used a second time as underlying documents for grants. The originals have to be returned immediately after the checks have been carried out and the beneficiary has been informed about the outcome of the check (see section 3.8.4.8). 
In exceptional circumstances, when, for legal reasons or because the beneficiary is legally allowed to have electronic supporting documents (scanned documents while the paper originals can be destroyed), it is not possible to request beneficiaries to send originals to the National Agency, desk checks could be made on the basis of copies. For reasons of simplification it is not recommended to ask copies certified in conformity with the originals. 
The letter announcing the desk check requesting additional documents to be sent to the NA suspends the 45 calendar days for examination of the report. 

	3.8.5.4. 

Upon review of the supporting documents the NA shall establish the final grant amount and proceed to the balance payment or recovery, as well as to the closure of the grant agreement as set out above (cf. section on assessment of final reports). If required, the NA may decide to undertake further desk or on-the-spot checks (see hereafter) before deciding on the final grant amount and proceeding to the closure of the grant agreement.
	Upon the end of a desk-check, the NA shall send a closure letter to the beneficiary giving the outcome of the desk check and detailing the final grant amount. There are three major possibilities:

· There is no financial correction: the payment of the balance shall be made within 45 days of the approval of the report (or the recovery order issued) and the supporting material should be sent back to the beneficiary. In an accompanying letter the conclusion of the desk check should be communicated stating that no problems have been detected or mentioning the observations without a financial impact. 

· There is a financial correction: the beneficiary shall be informed of the reasons for the correction and requested to give any comments within 30 calendar days. Without reaction within this period, the (reduced) grant amount will be considered final, the payment of the balance shall be made (or the recovery order issued) and the supporting material should be sent back to the beneficiary. However, for the anomalies detected the NA shall keep copies on file as part of the audit trail.
· It is not possible to conclude: further information shall be requested, further checks shall be undertaken (either desk checks on documents or on-the-spot checks).



	3.8.6.
On-the-spot checks
	

	3.8.6.1. 

The NA shall undertake a number of on the spot checks of beneficiaries/projects in accordance with the minimum percentages and minimum numbers set per decentralised action in Annex III.B.
	The selection has to be made at random. See section 3.8.2.2.
On-the-spot checks may take place at the place where the activities happen (during action) or at the premises where the beneficiary keeps his administration and bookkeeping. As for the activities that take place abroad, the National Agency of the country of origin of the trainees can organise checks at the host organisations abroad. 

Alternatively the sending NA can agree with the National Agency of the hosting country to perform checks on its behalf or undertake the check together. At any rate, the NA that has a grant agreement with the beneficiary remains ultimately responsible for the checks of its beneficiaries, both in terms of quality of the check undertaken and in relation to the necessary follow-up actions towards the beneficiary. 

	3.8.6.2. 

The NA shall ensure that on-the-spot checks are undertaken by persons with the necessary competences, in particular as regards the checking of financial and accounting records. External experts may be involved if required or deemed useful, provided that any conflict of interest is duly prevented. For the same reason, an on-the-spot check shall be undertaken by another person than the one who has assessed the final financial statement for the grant agreement concerned.
	How should the team be composed?

It is good practice, although not compulsory, that on-the-spot visits are performed by two persons. This avoids discussions afterwards when the beneficiary is informed about the (financial) consequences of the check. In practice, it also enables one person to lead the mission, while the other can concentrate on making notes and documenting the anomalies. Having more than two members in the control team is seldom rational and not cost-effective. 

The person accompanying the staff member in charge of the on-the-spot check will mainly have a role as observer and s/he shall refrain from open disagreement in front of third persons. In case there is a difference of opinion between the two, each participant of the visit has to report his/her viewpoint to the NA management immediately after the visit.
Who can carry out on-the-spot checks
?

A. Staff of the National Agency
The persons in charge of carrying out checks have to be chosen in compliance with the principle of segregation of duties as outlined in section 2.3.2. of the Guide for National Agencies. See also section 3.8.4.5. of these guidelines.
On-the-spot checks cannot be performed by the internal auditors of the National Agency except if the purpose of the check is to verify the compliance of the National Agency's control system rather than as a check of a specific beneficiary. 

The first staff member in charge of a control visit cannot have been involved in the counselling or grant award process of the action (= the supported activity) concerned. It is good practice that the staff member in question has not been involved in the assessment of the final financial report for the grant agreement concerned. 
For the second staff member the incompatibilities are less strict, as he or she works under the responsibility of the person in charge. The person can be a project manager, who may also perform a monitoring visit simultaneously with the on-the-spot check. The second person may – in particular in smaller National Agencies – have been involved in the grant award process of the action concerned.

For the analysis of complex final reports, carrying out desk checks of supporting documents and on-the-spot checks, NA staff members have to have a good accounting and/or auditing background (in terms of formal education and / or training /work experience).

B. External auditors
The National Agency can decide to outsource to external auditors all or some of the desk checks and on-the-spot checks after the receipt of the final report, provided that these auditors are not (to be) involved in carrying out audit tasks of the National Agency itself on behalf of the supervisory National Authority. The auditors should have one of the following professional qualifications: auditors recognised under the 8th Directive (84/253/EEC), be employed by a national or regional SAI (Supreme Audit Institution) or belong to a supreme inspection body. 
In all cases the National Agency has to make sure that the external auditors are sufficiently qualified and independent. They also have to be made sufficiently aware of the particularities of the decentralised action grants and have to understand fully concepts such as eligibility and compliance with the conditions of the regulatory framework. They shall be instructed to report all anomalies that have a (potential) financial impact, even if for a statutory assignment they would have considered these as immaterial.
External auditors have to follow exactly the same procedures as the National Agency staff in charge of on-the-spot checks. This implies that they have to respect the timing, to use checklists and to follow the reporting and the adversary procedure established by the NA. They have to sign a declaration on the prevention of conflicts of interests and the disclosure of information – see section 3.8.3.4.
C. Other National Agencies for mobility actions abroad
The most effective method for checking that the activities take place and comply with the rules of the action is to check them while they happen. In general, the National Agency managing the grant agreement is the NA of the sending organisation. There is no objection to organise on-the-spot checks abroad, but from a cost/benefit viewpoint the NA could consider involving the NA of the hosting country. The Commission encourages National Agencies to agree on a bilateral basis on such checks. However, the final responsibility and follow-up requirements remain with the NA that has signed a grant agreement with the beneficiary.

	3.8.6.3. 

Different types of on-the-spot checks exist:

- On-the-spot check during the implementation of a supported activity;

- Financial audit after the receipt of the final report;

- Systems audit of a recurrent beneficiary.
	See section 3.8.1.2. for further guidance.


	3.8.6.4. 

The NA may combine:

- An on-the-spot check during the implementation of a supported activity with a monitoring visit (see section on monitoring visits hereafter);

- An on-the-spot check during the implementation of a supported activity with a systems audit of a recurrent beneficiary; 

- A financial audit after the receipt of a final report with a systems audit of a recurrent beneficiary.
	See section 3.8.6.12. 
The combination of an on-the-spot check (during the implementation of a supported activity or after receipt of a final report) with a systems audit will be exceptional as there is not obligation to carry out systems' audits for the YiA programme.

	3.8.6.5. 

On-the-spot checks require a careful preparation and organisation. A financial audit after the receipt of a final report can only be announced to the beneficiary after the actual reception of this report by the NA. In case of an on-the-spot check during the implementation of a supported activity, the check shall be announced with a short notice period before the planned date of the visit. Systems audits may be announced to the beneficiary a long time before the planned visit date.
	See sections 3.8.2.2., 3.8.4.3. and 3.8.4.7.
The on-the-spot check after reception of the final report has to be announced as quickly as possible after receipt of this final report and following the selection that makes use of the Excel spreadsheet.

The projects selected for checks during the implementation of the supported activity have to be kept confidential and the visit has to be announced not earlier than two weeks before the planned visit date (by telephone, confirmed by e-mail or fax). Depending on the urgency (e.g. in case of presumed fraud), the NA has to consider a shorter notice period.
As for many grants the NA does not have the precise starting and ending dates of the planned activities and because some activities might be interrupted for a period of time, the NA has to request the beneficiaries selected for an on-the-spot check to inform the NA about place and dates at which the activities take place. 

	3.8.6.6. 

The NA shall announce on-the-spot checks in a formal way to the beneficiary so as to explain the purpose of the control, agree on practical arrangements, identify the required interlocutors and supporting materials so as to ensure their presence and availability during the on-the-spot check. In view of preparing the visit, the NA shall send to the beneficiary:

- a list detailing the documents, materials and information to be prepared or made available for inspection;

- a questionnaire that will allow the check to be carried out in an efficient way and may have to be completed by the beneficiary in advance of the visit. 
	Suspension of the 45 day period for assessment and approval of the reports: There are two distinct possibilities:
1. When the on-the-spot check is the result of a random selection: The announcement of an on-the-spot check does not suspend the 45 days, hence the need to rapidly propose a date for carrying out the check. If the beneficiary is not ready to receive the persons in charge of the check at the proposed date, the extra number of days suspends the 45 day period.
2. When the on-the-spot check is organised because there are problems or because it is not possible to conclude on the basis of the elements of the final report (and the desk check of supporting material): the announcement of the on-the-spot check suspends the 45 day period (if this has not yet been the case before by requesting additional information). 

	3.8.6.7. 

At the end of the on-the-spot check, feedback on the findings shall be given to the beneficiary, who is invited to give his/her first comments. Within 30 calendar days after the visit, the NA shall send its draft visit report including findings, recommendations and conclusions to the beneficiary. The beneficiary shall be given 30 calendar days to comment on the draft report in relation to matters of fact or interpretation. 
	It is good practice to give the beneficiary at the end of the on-the-spot check a draft in writing of the anomalies found. These anomalies can be discussed in a short meeting to be held at the end of the fieldwork. The advantage of such a discussion is that the control team can withdraw erroneous interpretations and create quick awareness of the anomalies with the beneficiary. The control team can already note the first comments of the beneficiary or agree on a delay of a couple of days for receiving the first comments.
The draft audit report which specifies a.o. any proposed financial corrections has to be sent to the beneficiary no later than 30 calendar days after the end of the fieldwork. In the framework of the adversary procedure, the beneficiary is invited to give his comments within a period of 30 calendar days. In absence of such comments the draft audit report will become definitive and the payment of the balance shall be proposed (or the recovery order).

	3.8.6.8. 

In the case that the balance payment has not yet been made and if the on-the-spot check – that is organised immediately after the receipt of the final report – reveals no problem in relation to the requested final grant amount, the NA shall transfer the balance payment to the beneficiary as soon as the above draft visit report is ready.
	The control team uses a checklist with all the control steps performed during the on-the-spot check. At the end of the fieldwork the participating staff members sign and date the checklist. Eventually, they prepare a draft audit report.  

It is good practice that supervision (i.e. validation of the report on the on-the-spot check) is ensured by a third staff member who has not been involved earlier in the grant award procedure for the beneficiary concerned. This person reviews the checklist, the draft audit report and the underlying documents and formally approves the draft report if he or she is convinced that all the checks have been carried out, are properly documented, that the appropriate conclusions have been drawn and that the draft report is clear and properly reflects the results of the checks done.
In case the on-the-spot check does not reveal any problem in relation to the requested final grant amount, the conclusion on the checklist will clearly indicate to proceed to the payment.
In this case it is possible that the draft audit report is sent to the beneficiary after having made the final payment.

	3.8.6.9. 

When the NA receives feedback from the beneficiary, it shall amend the draft report either by accepting the comment and/or factual modifications, or by explaining why it cannot accept the comments or modifications. The beneficiary's comments and the NA reasons for not accepting them may be either integrated in the visit report or annexed to it. 
	The NA shall analyse carefully the comments made by the beneficiary and give the reasons why (some of them) they cannot be accepted. The NA should not continue arguing with the beneficiary.

	3.8.6.10. 

Within 30 calendar days after the reception of the comments made by the beneficiary, the NA shall issue the final report and formally communicate it to the beneficiary. The report shall clearly specify:

- any amounts of expense (to be) covered from the Community grant identified as ineligible;

- any amounts due for reimbursement, accompanied by the reimbursement conditions, and 

- any other weaknesses – based on the decentralised action specific requirements – requiring a follow-up by the beneficiary, within a concrete timeframe. 
	We recommend that the NAs use model reports that facilitate the writing of them.

	3.8.6.11. 

In the absence of a reaction from the beneficiary to the draft report within 30 calendar days of dispatch by the NA, the draft report shall be considered final and be formally communicated to the beneficiary as above.
	No later than 30 calendar days after the end of the fieldwork the draft audit report has to be sent to the beneficiary who has another 30 calendar days to give his comments. The accompanying letter – which is sent preferably by registered mail with acknowledgement of receipt in case problems are detected and/or recovery required - shall stipulate that the absence of comments in writing by the end of this 30 day period imply that the beneficiary agrees with the report.

	3.8.6.12. 

In case an on-the-spot check is undertaken simultaneously with a monitoring visit (see monitoring visit section below), two different persons shall be in charge of the monitoring visit and the on-the-spot check respectively. The different functions of the two aspects of the visit shall be made clear to the beneficiary from the preparation stage on. In case a single visit report is drafted on both aspects, the report shall clearly distinguish between the monitoring and the control aspects of the visit. 
	Considering the cost of the checks, projects for which the maximum grant amount awarded is 25.000 euro or less, the on-the-spot checks and monitoring visits can be undertaken simultaneously and by the same NA staff member, who in such case does not need not to have a financial/audit profile. 
If the grant awarded exceeds 25.000 euro, an on-the-spot check may still be combined with a monitoring visit, but the team has to consist of two persons and the activities of the team member(s) in charge of the check shall be clearly separated from the activities of the person(s) in charge of the content monitoring.


Part 2
3. Guidelines for reporting to the EC and the National Authorities
Guidelines for completing the Part C report on primary checks are provided as part of the instructions for completion of the Yearly NA report. 
4. Desk checks and on-the-spot checks of beneficiaries selected at random who have received more than one grant
Some beneficiaries – without being recurrent beneficiaries as such – have managed to get more than one grant. When one of the grants of such a beneficiary is selected for a desk check, the desk check is limited to the grant selected for the desk check. When the grant is selected for an on-the-spot check, main verification work is limited to the selected grant agreement with the exception of a number of tests for checking if there has not been multiple funding (expenses are claimed more than once under different grant agreements). 
5. Working papers' file
The persons in charge of the on-the-spot checks shall keep on file all the documents they have used for their checks in a so-called 'working papers' file. It shall contain adequate information to justify the conclusions of the desk check of supporting documents and also give evidence of the checks carried out. It shall also contain the report on the on-spot-visit and the correspondence and analyses of the adversary procedure with the beneficiary. The 'working papers' file can be kept on paper, in electronic format or can be a combination of both. The 'working papers' files shall be kept for inspection by the National Authority or the EU for the period required for supporting documents and as defined in Section 2.9 of the Guide for NAs.

The 'working papers' file has to contain the following sections:
· The grant application 
· The grant agreement
· The final report

· The selection sheet (Excel printout)

· The checklist relating to the analysis of the final report

· The correspondence relating to the announcement of the on-the-spot check

· The checklist relating to the on-the-spot checks

· Documentation of anomalies found, if any

· The successive versions of the report on the on-the-spot check

· The correspondence relating to the adversary procedure with the beneficiary
6. Circularisation
There are situations where, in order to avoid expensive on-the-spot checks, the National Agency may use a circularisation technique. This technique consists of sending confirmation requests (circularisation) out to third parties, such as participants (in case of a mobility project) or partner institutions (in the case of a multilateral project) by letter (or via e-mail) to ask them to confirm items like the grant amount they have received in the current year, dates of start and end of a mobility period, satisfaction, etc.

Note that there are various types of circularisation:
· “Open” circularisation: where the third party is requested to fill-out the details. 

· “Closed” circularisation: where the third party is asked to confirm a specific amount (grant awarded, grant paid) shown in the NA records.  In such a case, the checks focus on the existence of the amount.  And a circularisation of the closed type can be:
· Either “positive”: when the third party is requested to return a response in any case whatsoever;

· Or “negative”: if the third party agrees, then it need not respond to the request.  

In the framework of primary checks and controls circularisation will be not used under normal circumstances. However, it can be used in one of the following cases: when beneficiaries are localised in a remote area of the country and the cost of visiting them would be disproportionate, when qualitative information is being sought about how an action is carried out or in the framework of fraud investigation.

7. Follow-up

Carrying out primary checks without taking appropriate follow-up measures is useless. Different types of primary check have to be dealt with in different ways and have to be properly registered in the NA reporting system. 
On-the-spot checks while the action is carried out: anomalies that can be found will mainly concern compliance issues that may imply a reduction or a cancellation of the grant amount awarded. In that case the NA has to assure an individual follow-up. However, listing the causes for the anomaly for internal purposes is necessary because either action has to be taken to avoid repetition of recurrent anomalies and the control approach also has to take into account risks and recurrent anomalies found in the past.

The only results of checks of final reports, desk checks of supporting material and on-the-spot checks after the realisation of the action are financial corrections of the final grant amount. If the result is a final payment to a grant beneficiary there is no further need for follow-up. However, if the result of the check is that the final grant amount is lower than what has been paid earlier (either as prefinancing or as 'final grant' before the realisation of an on-the-spot check realised after the payment of the balance of the grant) the NA shall proceed to the recovery of the balance without further delay. Just as for on-the-spot checks the NAs shall list the causes of anomalies. 
For financial checks and audits the follow-up coincides with making the necessary financial correction, thus the management of recoveries from beneficiaries. The following data are necessary: 
· Reference of the agreement between the beneficiary and the NA

· Reference of the finding (reference number, date, reference of a final report, audit report or supporting documents)

· Category of finding 

· The amount of the financial correction

· Reference of the notification to the beneficiary (document, date)

· Point of view of the beneficiary

· Final correction (proposed, made)

· Date and amount of the reimbursement cashed
· Legal and contractual basis for the finding

Anomalies detected during systems audits require different data to be recorded:

· Action name and name or reference of the beneficiary

· Reference of the finding (reference number, date, reference of a final report, audit report or supporting documents)

· Category of the finding 
· Precise wording of the finding

· Legal or contractual basis for the finding

· Reference of the notification to the beneficiary (document, date)

· Point of view of the beneficiary

· Deadline for correction

· Assessment by the National Agency of the corrective action taken by the beneficiary
· Correction (proposed, made)

· Proof that the correction has indeed been carried out

8. Follow-up agenda
The NA needs to have a reliable agenda for controlling deadlines and delays resulting from primary checks: 
· Deadline for receipt of final report
· Deadline for giving comments on additional information requests

· Deadline for sending supporting documents in the case of a desk check

· Deadline for approving a final report

· Deadline for producing the report giving the results of a desk check

· Deadline for producing the draft report relating to an on-the-spot check

· Deadline for receiving comments on the report giving the results of a desk check

· Deadline for receiving comments on the draft report relating to an on-the-spot check

· Deadline for issuing the recovery order (request for reimbursement by a beneficiary)

· Planned dates for carrying out an on-the-spot check after the realisation of the action

· Planned dates for carrying out an activity (for projects for which an on-the-spot visit while the action is carried out is planned)

9. Model reports

The reports on the desk and on-the-spot checks have to be complete, concise and consistent for analyses to be made comparing the results of the checks for different National Agencies and programmes.

* For actions 1.1 and 1.2, as concerns the following NAs: NA BEDE, NA CY, NA IS, NA LI, NA LU, NA MT, the minimum number of  checks is 1


� 2009 Youth in Action Programme Guide


� 	This kind of check is not required by the Commission to be carried out for the Youth in Action programme as the Programme Guides require that a number of supporting documents are systematically annexed to the final reports.


� 	The tolerable error is the maximum error rate found in the population tested, that the Commission would accept, without concluding that the results obtained are significantly erroneous. The possible errors, resulting from the primary controls by the NA, are cases of non compliance found with regard to the reality and eligibility of activities and expenses reported to the NA by the beneficiaries as well as with regard to the legality and regularity of the underlying transactions.


� 	Such measures may consist of correcting any weaknesses in the NA systems or increasing the minimum percentage and number of checks to be performed by the NA. If, however, the error rate is the result of a major single error, it is possible that the NA may not be required to take any other action but to correct the error concerned.


� 	With regard to actors involved in final report checks and desk checks of supporting document, please refer to Section 3.8.4 and 3.8.5 of the Guide for NAs 
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