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Methodology for selecting expenditures for verification 

The FLC uses the methodology described in this document, unless the national procedure has been set up, prepared in ex-ante and in written and was adopted by the National Authority.

Method of selecting the basic sample:
1. Real expenditures.

1) where the list of expenditure includes two expenditures or less, the FLC verifies all expenditures and does not conduct the risk analysis referred to in item 2.
2) The FLC analyses the list of expenditures in terms of the following risk factors and based on such analysis selects the expenditures for sampling:
· expenditures which may imply double financing (e.g. real expenditures already stelled by simplified cost options),
· expenditures which give rise to a reasonable suspicion of non-compliance with the eligibility rules set out in the programme documents or legal regulations,
· expenditures which give rise to a reasonable suspicion of fraud[footnoteRef:1], [1:  For Polish controllers: particularly concerning corresponding cases as collected by the FLC in Annexes 19  and 20  to the Guidelines,] 

· expenditures which might suggest the occurrence of shortcomings in awarding the contracts in accordance with the public procurement and competition rule/low threshold procurement, e.g. expenditures suggesting that the contract was split into parts, which might suggest underestimation of the estimated contract value,

3)  The sample must jointly meet the following conditions:
a) the documents selected for the sample represent a minimum of 10%[footnoteRef:2] of the value of expenditures included in the progress report, [2:  Refers to expenditures included in the progress report without taking account the expenditure subject to simplified cost options. In relation to the categories of costs settled by simplified methods of accounting for expenditure, the FLC shall follow the requirements set out in item 1.1.2.] 

b) the sample represents no less than two expenditures, with reservation to item 1),
c) the sample must include minimum one expenditure for each cost category included in the progress report under which the expenditures were incurred.
4) If the sample selected in accordance with the criteria set out in item 2) does not meet the conditions set out in item 3(a) , the FLC selects the expenditures based on its professional judgement for all other cost categories from the remaining expenditures in the pool until the aforementioned conditions are met[footnoteRef:3].  [3:  If several expenditures of the same value are included in a payment claim, the FLC may apply a random selection between expenditures of the same value.] 

5) If the sample selected in accordance with the criteria set out in item 2) does not meet the conditions set out in item 3(b) and (c), the FLC selects the expenditures from individual categories of expenditures until the aforementioned conditions are met[footnoteRef:4]. The FLC selects the expenditures based on its professional judgement. [4:  If several expenditures of the same value are included in a given category of expenditures, the FLC may apply a random selection between expenditures of the same value.] 

6) The FLC selects expenditures for the sample according to the criteria set out in items 1) - 4) irrespective of whether they refer to procedures awarded under the public procurement law or – in case of Poland - in accordance with the competition rule;
7)  Verification of expenditures related on public procurement is carried out based on national rules.
2. Cost categories accounted for by simplified cost options (SCOs)
All SCOs are verified in line with the scope and requirements of relevant checklist and programme requirements.
3. Analysis of the basic sample
1. The FLC analyses the selected basic sample in order to assess whether the selected sample of expenditures allows for reasonable assurance that the remaining expenditures included in the progress report are free from deficiencies or risk of deficiencies. Reasonable assurance means assurance sufficient to conclude, on the basis of the sample tested, that the expenditure is free from deficiencies or risk of deficiencies; reasonable assurance does not mean absolute certainty. 
2. Identification in the basic sample of deficiencies or risk of deficiencies likely to affect the assessment of the correctness and eligibility of the remaining expenditures in the progress report shall result in extending of the sample.

4.  Extended sample
1) FLC The FLC decides on the size of the extended sample based on their professional judgement.
2) The FLC can complete the sample using sampling schemes (e.g. systematic[footnoteRef:5], stratified[footnoteRef:6]) or apply a haphazard selection) for the cost category in which the FLC has identified breaches or the risk of breaches. [5:  Among the first items in the list of expenditures, one item is drawn at random and then those items that are multiples of the n number are selected for verification.]  [6: The population is divided into layers, i.e. groups distinguished by a specific, well-defined characteristics (e.g. cost categories). The items to be sampled are then drawn separately from each layer. ] 

3) In specific cases, the FLC may extend the sample to 100% of the expenditure. The FLC justifies the 100% verification as the aforementioned verification should be treated as an exception and the FLC conducts it if the FLC identifies fraud or a high risk of irregularities and/or fraud in the remaining expenditures.

5. Documentation of sample selection

Each selection of a sample is described and archived in the administrative verification documentation. The sample (basic and extended) is described in the checklist, in accordance with the minimum requirements specified in the checklist template. The FLC may additionally document the description of the sample selection, in accordance with the controller's internal requirements and describe it in the controller's implementation instructions.
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