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1. How to prepare for an audit
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The auditors are coming, what to do?
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You've got malil vIL'

‘ Understand audit scope and requirements

‘ LEAR and Audit Contact Point
\

‘ Calendar: Verification visit dates
|
‘ Maths: Financial statements vs. Accounting records

|
‘ Gather and upload requested documents (Annexes L1, 1ll), on time

[
. No surprises: Indicative Audit Programme

Questions? Contact the auditor
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https://ec.europa.eu/info/funding-tenders/opportunities/docs/2021-2027/common/temp-form/audit/internal-control-questionnaire_en.docx
https://ec.europa.eu/info/funding-tenders/opportunities/docs/2021-2027/common/temp-form/audit/detailed-cost-breakdown_he_en.xlsx
https://link.europa.eu/BqwKTb

o Irepare

* Relevant staff
 Documents

Get ready...Go!

During the
visit

* Questions &
requests

Disclaimer: information not legally binding

At the

end of
the visit

 Closing meeting
* Process timeline
* Missing elements

deadline
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Results are In!

Review in detail
audit results

Ask clarification
questions if needed

Your reply: Clear
comments and
supporting
documents if
needed

N

Not enough time?
Justify extension
request

Disclaimer: information not legally binding
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What next?

v' Learn

v Improve

Letter of E

o0]aleiI0[si[0]g) Next steps
v Findings
implementation

v Extension process
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Don’t wait until the audit!
Prepare during project implementation

Legal obligations Project File Not ready?
Grant Agreement and Make it part of It could be
its annotations your project plan costly...
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And how to avoid them!
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Errors can be expensive ...

mmm NO supporting documents

« Keep detailed documentation of the costs claimed (including
personnel costs calculation). Required in case of an audit.

Costs incurred by entity not in the Grant

Agreement (GA

« Check carefully which legal entity incurred costs and whether
it is specifically mentioned in the GA.

» Be careful: only depreciation costs based on your accounting
records are eligible.

Disclaimer: information not legally binding
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Errors can be expensive ...

mmm Missing or unreliable TRS

e Make sure time spent on the project is recorded and basic
requirements are met.

Wrong calculation of daily rate/maximum

declarable day-equivalents

« Check the rules carefully.

o VAT is ineligible if recoverable by the beneficiary (or the in-kind
contributor).
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Errors per cost category

Internally invoiced goods and services
5%

Equipment 9%

Other goods, works and services
17%

~ Personnel costs as actual 65%

Disclaimer: information not legally binding
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Frequent audit findings — Personnel costs

Daily rate —
actual costs

Daily rate per full
calendar year and not
per RP months within

the calendar year

Daily rate not based on
maximum declarable
day-equivalents

15

Calculation of
day-
equivalents

Rounding rule not
followed

Wrong conversion
hours to day-
equivalents

Disclaimer: information not legally binding

Time claimed

TRS not or partially
compliant

Differences between
the time claimed and
the TRS
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Daily rate calculation — per reporting period

Example 1:
Reporting Period: 01/01/2022 - 31/03/2023 (15 months)

Employment period: 05/03/2022 - 31/03/2023

Work pattern: First 3 months = 50%; From June 2022 = 100%; Parental leave= 2 months (Feb - Mar
2023) Rounded

e ™ to nearest
. . half day-
Maximum declarable day — equivalents equivalent
215 215 215
— X 2.86 X 0.5 )+ Exlel — Exel = 169 days
1 month
= 30 days j
\
, Remuneration costs March 2022—March 2023
Daily rate =
169 days
\_ / —
W
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Daily rate calculation — per calendar year

Example 2:

Reporting Period: 01/01/2022 - 31/03/2023 (15 months)

Employment period: 05/03/2022 - 31/03/2023

Work pattern: First 3 months = 50%; From June 2022 = 100%; Parental leave= 2 months (Feb - Mar

2023)

2022 Maximum declarable day — equivalents

= 215><286><05 + 215><7><1
—\ 12 ' ' 12
= 151 days

Daily rate 2022 =
Remuneration costs March 2022—December 2022
151 days

Rounded

/

o

2023 Maximum declarable day — equivalent

= 215><3><1 215><2><1 =18d
12 12 - soaays

\_

/

\_

Daily rate 2023 =
Remuneration costs January 2023—March 2023

18 days

)

Disclaimer: information not legally binding
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Conversion of hours to day-equivalents

Hours worked by the person on the action during the RP @

rule!

number of hours of a day — equivalent

Option 1 Option 2 Option 3
Day-equivalent is Average working hours Standard Productive
8 hours per contract Hours
2a- hours per day 2b- hours per week or month Higher of
(working hours per week [or month]) annual SPH FTE
working hours per day _working time factor and 90% annual workable hours FTE
working time factor working days per week [or month]| 215
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Time Recording system — Minimum requirements

N
‘ Acronym and number of the project
‘ Participant’s full name

\

Full name, date and signature of the person working for the project

|
‘ Number of days per month worked for the project in the period covered by the time record
[

’ Supervisor’s full name, date and signature

Reference to the project tasks or work package described in Annex 1 GA, to which the person has
contributed during the declared month.
/

19
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Time Recording System not or partially compliant

@ — = o=
A
\

Criteria

\

Potentially
systemic
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Example: Time Recording system (1)

Merger with another
company

/ What?
Alternative How was i
eVide nce assessed?
Result?

Only some of the time claimed was justified and accepted
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Example: Time Recording system (2)

* Missing
project
number

* Missing

Criterion signatures.

3 - Same day

» Missing
supervisor
name.

22

signatures.

Additional
evidence

Result? Time claimed was justified and accepted.

||!|’|!|“\\\\k
o

Disclaimer: information not legally binding



23

In summary

__ Spotlight for
errors that

.Well known are not so
rules still frequent but
lead to that cost
errors — money.

.Personnel - Attention
As expected, new players!
key source
of error.
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Questions? We are listening!
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    R e m u n e r a t i o n   c o s t s   M a r c h   2022 − M a r c h   2023  169   d a y s


  M a x i m u m   d e c l a r a b l e   d a y − e q u i v a l e n t s =  [   (    215  12 × 2 . 86 × 0 . 5 ) +  (    215  12 × 10 × 1 ) ] −  (    215  12 × 2 × 1 ) = 169   days


    R e m u n e r a t i o n   c o s t s   M a r c h   2022 − D e c e m b e r   2022  151   d a y s


    R e m u n e r a t i o n   c o s t s   J a n u a r y   2023 − M a r c h   2023  18   d a y s


  2022   M a x i m u m   d e c l a r a b l e   d a y − e q u i v a l e n t s =  (    215  12 × 2 . 86 × 0 . 5 ) +  (    215  12 × 7 × 1 ) = 151   days


  2023   M a x i m u m   d e c l a r a b l e   d a y − e q u i v a l e n t s =  (    215  12 × 3 × 1 ) −  (    215  12 × 2 × 1 ) = 18   d a y s


    𝑯 𝒐 𝒖 𝒓 𝒔   𝒘 𝒐 𝒓 𝒌 𝒆 𝒅   𝒃 𝒚   𝒕 𝒉 𝒆   𝒑 𝒆 𝒓 𝒔 𝒐 𝒏   𝒐 𝒏   𝒕 𝒉 𝒆   𝒂 𝒄 𝒕 𝒊 𝒐 𝒏   𝒅 𝒖 𝒓 𝒊 𝒏 𝒈   𝒕 𝒉 𝒆   𝑹 𝑷  𝒏 𝒖 𝒎 𝒃 𝒆 𝒓   𝒐 𝒇   𝒉 𝒐 𝒖 𝒓 𝒔   𝒐 𝒇   𝒂   𝒅 𝒂 𝒚 − 𝒆 𝒒 𝒖 𝒊 𝒗 𝒂 𝒍 𝒆 𝒏 𝒕  


      w o r k i n g   h o u r s   p e r   d a y  w o r k i n g   t i m e   f a c t o r


       (      w o r k i n g   h o u r s   p e r   w e e k   [ o r   m o n t h ]  w o r k i n g   t i m e   f a c t o r )  w o r k i n g   d a y s   p e r   w e e k   [ o r   m o n t h ]


        H i g h e r   o f      a n n u a l   S P H   F T E      and   90 %   a n n u a l   w o r k a b l e   h o u r s   F T E  215

