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1. INTRODUCTION

1.1 Identification of Audit Authority and procedure followed for drawing up the audit Strategy

Identification of the Audit Authority

The Financial Audit Committee (EDEL), which was established by Article 11 of Law 4314/2014, is the single Audit Authority referred to in article 59 of Regulation (EC) No 1083/2006. Its mission is to safeguard the observance of the principles of sound financial management of co-financed programmes. EDEL is involved in the management and control system of programmes selected under the National Strategic Reference Framework (NSRF) and is responsible for drawing up the Audit Strategy referred to in article 62(1)(c) of same Regulation. 

EDEL comes under the General Secretariat for Financial Policy of Ministry of Finance. It is a Committee constituted of the General Director for Financial Audits as chairman, the heads of Planning and Evaluation of Audits, Audit of co-financed Programmes and Exceptional and Special audits Directorates and two experts from the public or private sector, with experience in the application of law of the European Union (EU) and audit of co-financed programmes or public projects or state aid, as members.
In order to be able to carry out its audit work and meet its operational needs, EDEL is supported by two Directorates: the Audit of co-financed Programmes Directorate (hereafter DEDSP) and the Audit Planning and Evaluation Directorate (hereafter DSAE). Responsible, as regards the carrying out of audits on the OP Greece - Bulgaria 2007-2013, in particular, is Unit F, coming under DEDSP.

According to the provision of Article 14(2) of Regulation (EC) No 1080/2006, the Audit Authority is assisted by a Group of Auditors (hereinafter GoA). The GoA of the OP Greece – Bulgaria 2007-2013 comprises representatives of the Audit Authorities from Greece and Bulgaria. The first GoA meeting was held on 29/1/2009 and the GoA approved its Rules of Procedure (RoP), which were amended in May 2014
Procedure for drawing up the audit strategy

Following a proposal by DSAE, EDEL has approved the Audit Strategy guidelines for the new programming period and has assigned to DSAE the preparation, coordination of planning procedures and the drawing up of the Audit Strategy of the first Audit Period (1/7/2008 – 30/6/2009). In particular, the competent Unit of DSAE has studied regulatory texts and international standards on auditing, participated with representatives in all meetings organised by the EU committees (CDCR/COCOF, technical meetings, meetings for members of audit authorities etc), collaborated with experts and participated in special seminars organised by the EU and national bodies.

The following were also taken into account: a) the description of the management and control system of the OP ETC Greece – Bulgaria, as officially delivered to EDEL, and b) the approval of the OP ETC Greece – Bulgaria on 28 March 2008.
The relevant Unit of DSAE then compiled an initial Audit Strategy draft that was the subject of consultation and exchange of views within DSAE and DEDSP and the GoA. The final text of the initial Strategy concerning the OP Greece – Bulgaria 2007-2013 in the framework of NSRF Objective 3 was considered and approved through the written procedure, as provided for in GoA’s Rules of Procedure.     

EDEL approved the Audit Strategy (meeting no. 329/18-12-2008), which was sent to the EC on 23 December 2008 via the System for Fund Management in the European Community 2007-2013 (SFC2007).
Audit Strategy Update Procedure  
According to Article 18 of Regulation (EC) No 1828/2006, EDEL updates the Audit Strategy at least once per year. This update comprises examining the need for revision of methods and processes, as well as setting annual objectives. The update takes place according to the “Audit Strategy Preparation and Update” procedure, which is described in detail in the Audit Manual.

Specifically, the following are taken into account: any amendments to the description of the MCS, any updates to provisions and new guidelines/ directives issued by the EC, the planning and programming of system audits and operations of the previous audit period, as well as their implementation, the evaluation of total errors and deficiencies by the audits carried out by EDEL, AEUFEA and other bodies, as well as the measures taken to address them, the follow up of corrective measures, the last annual control report and opinion, changes to the human resources available. 
Based on the above, DSAE examines the need to update methods and processes, implements the Risk Assessment Method for the selection of bodies and special issues to be audited, implements the Sampling Method for the selection of operations and prepares an updated Audit Strategy draft.

After being the subject of consultation by the GoA (article 2, RoP), the updated Audit Strategy is approved by EDEL. The Audit Strategy is examined by the EC as a part of the process for the coordination of EC and EDEL audits.
The following table presents the updates to the Audit Strategy:
	Ser. No. of Updated Strategy
	EDEL Meeting

	1
	362/15-07-2009

	2
	447/04-06-2011

	3
	473/20-12-2011

	4
	532/31-1-2013

	5
	597/15-5-2014

	5
	600/13-6-2014

	6
	635/13-3-2015

	7
	680/12-2-2016

	8
	706/22-11-2016


Audit Planning and Programming

The audit plan comprises of the selection of the bodies and issues selected for audit on the basis of a Risk Analysis, as well as the random and complementary sample selected using a suitable sampling method. Planning takes place according to the audit objectives and priorities and the relevant methodology and the plan is annexed to the Audit Strategy.

Subsequently, DEDSP, for audits conducted in Greece, and AEUFEA, for audits conducted in Bulgaria, will estimate necessary resources, ensure their appropriateness, adequacy, availability and spread over the implementation period and take steps for drawing up the audit programme (schedule). A draft of the annual audit programme will be presented to the GoA for discussion at its meetings (article 2, RoP) and will then be approved by EDEL and communicated to the EC, within the framework of the process for the coordination of EC and EDEL audits. 

The audit programming process is described in detail in the Audit Manual.

1.2 Overall objectives of the Audit Strategy 

The audit Strategy specifies the objectives and describes the methodology to be followed for its audit work in order to meet the requirements provided for in Article 62 of Regulation (EC) No 1083/2006.  This is in fact a planning document, the content of which will ensure that the Audit Authority is in a position to prepare, by 31 December of each year, the Annual Control Report and to provide an Opinion on the management and control system of the OP Greece – Bulgaria 2007-2013 in the framework of NSRF Objective 3.
In the framework of the current audit strategy, the “closure” objectives and procedures for the programming period 2007-2013 are also defined, in order to submit the Closure Declaration and the Final Control Report referred to in art. 62 of Reg. 1083/2006. 

1.3 Functions and responsibilities of the Audit Authority and other bodies carrying out audits under its responsibility

EDEL is responsible for the effective functioning of the management and control system for OPs coming under NSRF objectives 1 and 2, the European Territorial Cooperation objective 3 and the OP for the fisheries. EDEL’s functions and responsibilities, as well as those of its support units, as stipulated in Law 4314/2014and in P.D. 111/2014, are in line with the spirit and the requirements of articles 59 and 62 of Regulation (EC) No 1083/2006. 
Moreover, EDEL is responsible for:

· the audits of operations of the European Union Solidarity Fund on the basis of an adequate sample.

· the audits of operations on the basis of an adequate sample and system audits for the European Economic Area Financial Instrument.

· the audits for the European Globalisation Adjustment Fund
In the framework of the European Territorial Cooperation Greece – Bulgaria OP 2007-2013, EDEL will conduct the audits within the Greek territory, using its own resources. Audits within the Bulgarian territory will be conducted by the Audit of EU Funds Executive Agency (AEUF EA), using its own resources. 

EDEL will be supported by a Group of Auditors to carry out its duties as provided for in article 62 of Regulation 1083/2006. The responsibilities of the GoA are described in article 2 of GoA's Rules of Procedure. The Audit Authority is ultimately responsible for the entire audit work. If the representative of a Member State within the GoA disagrees with the content of an annual Opinion or a declaration as finally approved by EDEL, he shall state the reasons for his disagreement in writing. This document will be annexed to the relevant annual Opinion or Declaration together with a relevant mention of it. 

1.4    Independence of the Audit Authority, and other audit mechanisms operating under its responsibility, from the Managing Authority and the Certifying Authority. 

The provisions of Law 4314/2014 fully ensure the independence of EDEL from the National Coordination Authority, the Certifying Authority and the managing bodies. The roles assigned to these authorities under this law are discernible, each having clear responsibilities and no margin for overlapping functions (see Annex I).   
EDEL is the sole competent body to make and approve decisions on all matters falling within the scope of its responsibilities, in line with the rules and the assurances provided by the international standards on auditing on the functioning of an independent body acting collectively.  The staff of EDEL’s support Directorates is functionally independent from other services carrying out management and certifying duties. EDEL ensures that there is no conflict of interest during the exercise of its staff’s duties, in accordance with the EDEL Audit Manual.
The Audit Authority of Bulgaria (AEUFEA) is functionally independent from the Managing Authority, the Certifying Authority and any other body involved in the management of co-financed programmes, as described in point IV of Decision no. 7 of the Minister of Finance and in Article 34c(1) of said Ministry’s Rules of Procedure.
The GoA is comprised of representatives from the relevant audit authorities of both Member States. Thus, the GoA is independent from the national bodies responsible for first level control carried out under Article 16 of Regulation (EC) No 1080/2006 and for the certification of expenditure and the Monitoring Committee of the programme. 

2. LEGAL BASIS AND SCOPE

2.1 National regulatory framework that affects the Audit Authority and its functions in the Member States

The national regulatory framework that affects EDEL and its functions has been fully harmonised with the spirit and the requirements of Community regulations. Specifically, articles 11 and 12 of Law 4314/2014, , make detailed references to EDEL, its duties, the organisation of its Directorates providing support, their functions and how audits will be carried out. The P.D. 111/2014, specifies individual issues affecting the operation and work of EDEL and its Directorates. 
AEUFEA has been designated as the single Audit Authority for the EU Structural Funds and the Cohesion Fund in accordance with DCM No. 113/26.02.2008, article 34(1) of the Rules of Procedure of the Ministry of Finance, article 5 of Decision no. 7 of the Minister of Finance and article 41 of the Cabinet’s legislative Act 113/26.02.2008 concerning internal controls in the public sector.

2.2 Period covered by the Strategy 

EDEL’s audit strategy spreads throughout the programming period 2007-2013, has laid down general and specific objectives and has incorporated the methodology that is necessary for its implementation.  
2.3 Funds, programmes and areas covered by the Strategy

The present strategy covers the European Territorial Cooperation Greece – Bulgaria 2007-2013 OP, which is financed by the ERDF in the framework of the NSRF Objective 3, which as regards Greece includes the regions of Eastern Macedonia & Thrace (GR11), Central Macedonia (GR12) and the prefectures of Evros, Xanthi, Rhodopi, Drama, Kavala, Serres and Thessaloniki. As regards Bulgaria, it covers the regions of: South-Western Region of Planning (BG41), South-Central Region of Planning (BG42) and the provinces of Blagoevgrad, Smolyan, Kardzhali and Haskovo. It covers overall 154 municipalities in both Member States.

The audits of Article 62 cover all the bodies involved in the management and control of the aforementioned programme.

3. METHODOLOGY

EDEL in all procedures that are being followed in respect of all phases of an audit and related tasks takes into account internationally accepted audit standards such as: 

· the International Organization of Supreme Audit Institutions (INTOSAI) standards

· the European Implementing Guidelines for the INTOSAI Auditing Standards

· the International Standard on Auditing (ISA) standards   

· the Guidelines on Audit Quality

· the Greek Auditing Standards of the Committee for Accounting Standardisation and Controls (Ministerial decision 1589/22-10-2004)

EDEL has prepared an Audit Manual for the programming period 2007-2013. This Manual meets the requirements of the international standards on auditing and covers the following topics: Audit approach and ethics, procedures for system audits and audits of operations, sampling method, risk evaluation method, method of dealing with errors, a system evaluation method, procedures to be followed in the preparation of annual reports, annual opinions and closure declarations, follow up procedures for audit activities, system audit and operation audit questionnaires, reporting templates, strategy preparation and update process, quality assurance system, information and communication processes, human resource management. 

For a better coordination between EDEL and AEUFEA, the relevant Directorate of EDEL draw up an Audit Manual for the ETC OP Greece-Bulgaria 2007-2013, which was agreed by GoA and approved by EDEL (1nd edition, December 2011). This Audit Manual was amended in May 2014 (2nd edition).
These procedures are supported by EDEL’s management information system (EDEL MIS).

4. AUDIT APPROACH AND PRIORITIES

4.1 Materiality threshold 

EDEL sets a materiality threshold of 2% of the expenditure in order to report for the error rate, coming from the audits of the random sample (reporting materiality). 
4.2 System audits

4.2.1 Bodies responsible for the audit work

EDEL is responsible for every work involving system audits in Greece. Respective audits in Bulgaria will be carried out by AEUFEA. 

4.2.2 Bodies to be audited

The bodies subject to system audits are the following: the Certifying Authority of the Programme; the Managing Authority of the Programme; and the Joint Technical Secretariat

These bodies are seated in Greece and are, thus, audited by EDEL. 

The first level control system of each Member State is audited a) within the framework of the audits of operations for its operation and b) within the framework of the system audit of the MA in regard to its supervision of the system.

4.2.3 Horizontal issues to be covered by the system audits

Horizontal issues are defined as issues that concern processes or requirements applied by sets or all of the bodies of the shared system that cannot be adequately examined during regular system audits. Horizontal issues include: a) key requirements/procedures concerning the functioning of a shared management and control system (e.g. information system, management verifications, etc.) and b) key regulatory requirements (procedures) concerning the implementation of the main categories of operations (e.g. state aid, public works, environmental conditions, equal opportunities).

The method of risk assessment for horizontal issues is being detailed in the relevant Manual prepared by EDEL. The investigation of horizontal issues in both groups, which are given priority because of high risk, is conducted via special audits or complementary audits of operations. In every case, there is a final result about the horizontal issue being examined, which is noted in the annual control report.
Horizontal issues may become the subject of audit when they present high risk (as provided within the Audit Manual).

The subject of a specialised audit may be the first level control system of a Member State, should such a need emerge on the basis of evaluations of the results of operation audits.
4.3 Audits of operations

4.3.1 Bodies responsible for the audit work

EDEL is responsible for every work involving audits of operations in Greece. Respective audits in Bulgaria will be carried out by AEUFEA.

4.3.2 Determining the assurance level gained from system audits and sampling

Assessment of system

The system is comprised of the Certifying Authority, the Managing Authority and the Joint Technical Secretariat. To verify the effective functioning of the management and control system, on an annual basis, a sample of bodies to be audited is selected based on a risk assessment analysis (see point 5 below). The relevant method is depicted in Figure 1 and presented in the Audit Manual.
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Figure 1: System assessment method




The key requirements and the assessment criteria are given in Annex II.  These and the set of questions are incorporated in the System Audit Questionnaire.

Assessment criteria, key requirements, bodies and system are assessed making use of the following four-step scale: 

1. Works well; only minor improvements needed.
2. Works, but some improvements are needed.

3. Works partially; substantial improvements are needed.

4. Essentially does not work.
In considering the assessment criteria via questionnaires, it is sometimes required to examine the files of operations and/or other information. Such audit may be carried out through attribute sampling, described in the Audit Manual. 

It is noted that bodies not audited within the audit period keep the evaluation grade they received during the previous audit period. This evaluation is revised on the basis of results of compliance with any recommendations. 

Audit Assurance Model
Based on system audit results, EDEL assesses annually the system reliability level which corresponds to the control assurance in line with the Audit Assurance Model presented in the table below.

To determine the size of a random sample of operations and to ensure a high level of audit assurance (and similarly a low audit risk), the reliability level is each time combined with the particular confidence level. 

	Assessment of system functioning
	Audit Assurance Model

	
	Internal control assurance
	Detection assurance
	Audit assurance

	
	(
	(
	

	
	System reliability
	Confidence about sample
	

	Works well; only minor improvements needed
	High
	0.60
	High

	Works, but some improvements are needed
	Average/High
	0.70
	High

	Works partially; substantial improvements are needed
	Low/Average
	0.80
	High

	Essentially does not work
	Low
	0.90
	High


Note: The audit assurance model is the other side of the risk model described in point 5.1. Moreover, the Risk Model involves an inherent risk which is thought to have the highest value and therefore the respective assurance is not taken into account here. 

Sampling of operations

EDEL has considered Council Regulation (EC) No 1083/2006 (article 62) and Commission Regulation 1828/2006 (articles 16, 17 and Annex IV), the EU guidance note on sampling (Guidance on Sampling Methods for Audit Authorities, COCOF 08-0021-03/4-4-2013), the international auditing standards (Intosai 2.2.37, Guideline 23 of the European Implementing Guidelines for the INTOSAI Auditing Standards and International Standard on Auditing 530) and the relevant literature. 

The Audit Manual includes detailed descriptions of the procedures concerning the selection of a random sample of operations and of a complementary sample.

a. Random Sample 

When selecting a random sample in OP ETC Greece – Bulgaria 2007-2013, the project is taken as a sampling unit. Considering that the number of projects in the OP does not exceed and is not expected to exceed 150 projects, a non-statistical sampling is applied, in accordance with the procedures referred to the EU guidance for small populations.

According to the Commission guidelines
, when implementing non statistical sampling two options may arise:

· Option 1: If there are a few high-value projects in the population, stratification by expenditure is advisable. For this stratification:

1. Determine the cut-off value of expenditure for items that will be included in the high value stratum; as a general rule the cut-off value is equal to the maximum tolerable error (2% of the total expenditure) of the population. This cut-off can and should be changed in accordance to population characteristics. The cut-off value should mainly be determined by professional judgments. Whenever the auditor can identify a few number of items whose expenditure is significantly higher than the one observed on the remaining items should consider to create a stratum with these elements.

2. A 100% audit of the high value items should be applied.

3. For the remaining population, determine the size of the sample necessary, using professional judgment and taking account the level of assurance provided by the system audits. A rule of thumb is that the sample size should not be less than 10% of the remaining population of projects, but this value can change according to the auditor professional judgment.

· Option 2: If there are not any high-value projects in the population (with expenditure above the recommended cut-off) the high value stratum cannot be identified. In this design, compute the size of the sample necessary, based on professional judgement and taking account of the level of assurance provided by the system audits. Again, a rule of thumb is that the sample size should not be less than 10% of the population of projects, but the auditor may revise this threshold using professional judgment.

It is noted that the sole exception to the above would be when the population is very small (e.g. less than 50 projects). Then the audit of 10% of the number of operations ensuring high coverage of the total expenditure would be considered sufficient.
The sample is selected implementing simple random sampling method. Regarding operations included in the sample, the lead partner’s expenditure will be audited, as well as the procedure followed in collecting partner applications for payment. Moreover, when there is only one beneficiary in the operation, then such beneficiary will be audited; otherwise, one beneficiary will be selected randomly. 

In the event that, in the course of the Programming Period, EDEL is of the opinion that the aforesaid method of operation selection is not the most appropriate, it will proceed to a change of method and inform the Commission about it through the Annual Report or a revised Audit Strategy.

The population to be audited is defined as the entire set of operations for which expenditures were declared to the Commission in the random sample reference period, i.e. from 1/1/N to 31/12/N. As regards this reference period, the Audit Period is from 1/7/N to 30/6/N+1. 

In the framework of planning the audits of operations for ETC Programmes, until the closure of the Programming Period 2007-2013, EDEL takes into consideration that the last audit period is not annual but extends from 01/07/2015 until closure and therefore:

· Expenditure declared during the extended reporting period 01.01.2015 until closure, will be subject to audit on the basis of one and only one random sample and

· Audit results will be used to calculate the error rate of this extended period and will be presented in the Final Control Report.

In this direction, EDEL applies the two or more periods sampling approach (Two or Multi Period Sampling) for the selection of operations. To be more specific, sub-populations of operations/expenditure are defined and the corresponding samples are selected for the following periods:

· Period 1 : 1/1/2015 – 31/12/2015 

· Period 2 : 1/1/2016 – Closure

For the selection of the sample the project/operation is set as the sample unit. For the extended reference period (01.01.2015 until closure of the Programming Period 2007-2013) is foreseen that the number of projects that will declare expenditure in the Programme will not exceed the number of 150. Therefore, EDEL applies (as in previous years) the approach of non-statistical sampling, according to par. 6.4 and 6.5 of EU Guidance note ¨Guidance on sampling methods- Programming Period 2007 -2013 and 2014-2020¨.

Regarding the sample size and taking into account the assurance level from system audits, coverage 10% of operations and 10% of total declared expenditure need to be ensured.

Regarding the selection of sampling units, the method of equal probability is applied, as in previous years.

The total sample size (n) is allocated to Period 1 (n1) and Period 2 (n2) proportionally, according to the distribution of the number of projects in the population per period. Note that the size of the random sample per period can’t be less than two projects, for reasons of representativeness.

Additionally, although the population of projects is small, EDEL examines the existence of high value projects in total for Period 1 and Period 2, by setting a cut off value. In case a stratum of high value projects is identified, this will regard the extended horizontal period, in relation to the declared expenditure and the calculation of error rate.

For operations selected in the sample, the two-stage sampling approach is applied i.e. the Lead Partner (LP) is initially selected (provided that the LP declares expenditures in the reference period) and then, a random sample of 10% of remaining partners is selected (provided also that there are Partners with declared expenditure in the reference period).
As regards prior audit periods, the selection of a random sample for the reference year took place in January of year N+1 as by then EDEL was in a position to know the all the declared expenditure in the reference period N. Therefore, the audit of a random sample of operations was carried out in the second half of the Audit Period. Accordingly, system audits were, as a rule, carried out in the first half of the Audit Period. To date:

· For the first reference period (2008), no expenditure was declared to the Commission. Therefore, no audits of operations were carried out. 
· For the reference year 2009 (corresponding audit period: 1/7/2009-30/6/2010) no expenditure was declared to the EC. 

· For the reference year 2010 (corresponding audit period: 1/7/2010-30/6/2011), expenditure was declared only for a technical assistance operation. This operation was audited during the 1/7/2009-30/6/2010 audit period (although this audit period formally concerns expenditure realized in 2009), so that the results of the audit could be taken into account for the issuance of an annual opinion in December 2010.

· For the reference year 2011 (corresponding audit period: 1/7/2011-30/6/2012), the size of the population was 26 operations and 7 operations were selected (4 large and 3 small operations)
· For the reference year 2012 (corresponding audit period: 1/7/2012-30/6/2013), the size of the population was 87 operations and 9 operations were  selected.
· For the reference year 2013 (corresponding audit period: 1/7/2013-30/6/2014), the size of the population was 96 operations and 11 operations were selected.
· For the reference year 2014 (corresponding audit period: 1/7/2014-30/6/2015), the size of the population was 81 operations and 11 operations were selected.
· For the 1/7/2015 until closure, audit planning is presented in section 4.5.

The results of audits on random sample operations are used for:

· a quantitative assessment of errors that will be used in estimating the error for the whole population. In particular, the projected error is being estimated, which is the most likely, based on the sample data, value of error in respect of the population.

· a qualitative analysis of errors, which is designed to identify their causes and is based on random sample error (Observed Error). The procedure regarding the qualitative analysis of errors is described in 4.3.3.

b. Complementary Sample 

EDEL proceeds with a complementary sample of operations if it is of the opinion that the random sample is inadequate in terms of:

· its representativeness, i.e. projects that cover both the Greek and the Bulgarian territory and in various Axes of the OP.
· its coverage of specific risk areas.

A complementary sample is selected following the assessment of the coverage cumulatively achieved from audits of the random sample, so that the abovementioned criteria are satisfied by the closure of the OP. The complementary sample may concern a period other than the reference period. The results of audits to a complementary sample of operations will be separately analysed by those of the random sample and errors identified will be subjected only to a qualitative analysis, i.e. to identify their nature and to correct them. It is noted that when there are errors in the operations of the complementary sample, these are not combined with errors in the random sample when estimating the annual error and they are disclosed separately.

Audits on the complementary sample are carried out during the entire Audit Period.

The parameters of the random sample and of the complementary sample selection procedures are specified by EDEL in conjunction with the GoA. 

4.3.3 Treatment of material errors

EDEL is responsible for identifying and treating errors (non eligible expenditure) during the audits it conducts and applies a relevant method, which is described in detail in the Audit Manual.
Treatment of errors in individual audits of operations

For any error that is detected during the audit of operations in a random or complementary sample and has a financial impact, a financial correction is recommended. 

During audits on the random sample, the auditor may at his discretion extend the audit to investigate the impact of the thing that caused the error on the expenditure of the same operation that lies outside the reference period. If it is found that an error involves such expenditure, a financial correction is recommended. An error concerning the expenditure that lies outside the reference period is not included in the calculation of the projected error of the random sample.

Treatment of errors in an audit period
Regardless of whether the projected error exceeds the materiality level of 2%, EDEL will proceed to a qualitative analysis of error in the random sample. The error of the complementary sample due to representativeness is also subject to qualitative analysis.

During the qualitative analysis, the observed error is examined as regards its cause, its materiality and its repetition (frequency). Then, in order to determine the extent of the error, it is broken up by layers (per category of operation/beneficiaries/axes/management bodies). The error is characterised as regards its nature (systemic or random). Finally, the risk areas where additional measures must be taken (e.g. administrative investigation, audit extent, preparation of an action plan, qualification in the annual opinion) are identified.

An error is considered to be systemic when its cause has clearly defined characteristics, it is substantial and recurrent in an area of expenditure that cannot be defined.

An error is thought to be random when its cause is an isolated event that is not representative of errors in the population.

The procedure to be followed and the steps to be taken to correct an error are described in the Audit Manual.

4.4 Audit priorities and targets covering the whole programming period – Linking risk assessment to audit work
Planning of the audit activity of EDEL and AEUFEA takes place at three separate levels, and in particular:

· Long-term planning covering the entire programming period
· Medium-term planning covering the next 3 years 

· Annual planning

In long-term, EDEL audits the systems of all bodies comprising the Management and Control System of the OP. These bodies are audited with respect to all key requirements (Annex II). Moreover, by auditing the random and complementary sample of operations, EDEL ensures that the requirement for representativeness and coverage of risk areas until the closure of the OP is met.

In the medium-term and in particular over the first three years of audits, EDEL audited the system management bodies, i.e. the Managing Authority, the Joint Technical Secretariat and the Certifying Authority when these bodies commence their operation (declare expenditure to the EC). On the basis of this plan, follow up audits are carried out until the closure of programmes. System management bodies are given audit priority depending on the risk value and taking into account whether they were audited during the two previous audit periods and whether audits are deemed necessary for special reasons. Furthermore, examination of areas and horizontal issues of high risk are also set as an objective (see point 5).

EDEL and AEUFEA audit on a yearly basis, during an audit period: a) the bodies of the MCS selected through risk analysis, b) a random sample of operations with audits focusing on expenditures declared during the reference period to estimate the error and identify risk areas, c) a complementary sample of operations, selected according to representativeness and/or risk criteria, if necessary.

4.5 Planning of audit tasks 
4.5.1 System audits – horizontal issues
No risks have been raised for the Certifying and Management Authorities of the OP in system audits performed in previous audit periods. It is noted that the first level control system of each member state is audited within the framework of the operation audits of the random sample.

For the extended reference period till closure no additional system audits are planned since as stipulated within the Commission guidelines on closure of operational programmes for the programming period 2007-2013, DSAE will issue the Closure Declaration and the Final Control Report for the OP. These documents will be drafted in line with the template included in Annex VIII of Reg. 1828/2006 and will be based on the audit work carried out by EDEL and AEUFEA, throughout the programming period.
Specifically, at the preparatory phase for closure, DSAE will perform the following tasks:

1. Finalisation of the follow up activities for all audits performed in prior audit periods, as well as for audits performed within the extended audit period from 1/1/2015 until closure.
2. Performance of closure audits on the procedures applied by the competent managing authority and certifying authority for drawing the Final Implementation Report for the OP, as well as the Application for Payment of the Final Balance and a Statement of Expenditure, with the aim to verify that:

· the work done by the managing and certifying authorities in preparation for closure has adequately covered all relevant points mentioned in the Commission guidelines on closure of operational programmes for the programming period 2007-2013, before the submission of the Application for Payment of the Final Balance and a Statement of Expenditure, 
· all errors/irregularities have been corrected, in respect of management checks, audits of operations carried out under Article 16 of the Implementing Regulation, audits by other national bodies, audits by European Commission, audits by European Court of Auditors,
· all financial corrections and recoveries have been deducted, and
· there is sufficient and reliable information from the managing and certifying authorities to be able to provide an opinion on whether the final statement of expenditure presents fairly, in all material respects, the expenditure paid under the operational programme, that the application for payment of the final balance of the Community contribution to the relevant programme is valid and that the underlying transactions covered by the final statement of expenditure are legal and regular. 

In the next phase, for drafting the Closure Declaration and the Final Control Report for the OP, DSAE will:

· assess the completeness of the Final Implementation Report, in line with the required information of the corresponding template of the Implementing Regulation,
· assess the correctness of the calculations and the correct presentation of the data included in the Application for Payment of the Final Balance and a Statement of Expenditure, as well as the compatibility with the applicable financial tables of the last decision in force

· Verify whether the certifying authority has drawn up the final statement on withdrawn and recovered amounts, pending recoveries and irrecoverable amounts in line with Article 20(2) and Annex XI of the Implementing Regulation, via checking whether the data contained in the statement is supported by the information contained in the certifying authority's system and contains all the irregularities subject of a financial correction until closure. The final control report will disclose the results of audit authority's checks in this regard and its conclusion on the reliability and completeness of the certifying authority's statement to be submitted under Article 20(2). 

The Closure Declaration and the Final Control Report of the OP will be validated by the Group of Auditors, approved by EDEL and then submitted to the EC.
4.5.2 Audits of Operations 
By applying the methodology described in paragraph 4.3.2 for planning the audit activities until closure the following are noted:

1st period 1/1/2015-31/12/2015

Thirty one (31) projects declared expenditure to EU. The 10% of which corresponds to a total sample n=4 projects. The total sample is equally allocated between the two periods as follows: n1=2 for Period 1 and n2=2 for Period 2.

Following further analysis of Period 1 population characteristics (31 projects with total declared expenditure € 10.735.705,16), one project was detected (MIS 900064) with declared expenditure representing 39,14% of the total declared expenditure of the programme for Period 1. The contribution of the specific project to the total estimated declared expenditure for the extended reporting period is considered significant and the project is characterized as “high value stratum” and shall be audited. Since the specific project was expected to declare additional significant expenditure within Period 2, it was proposed to perform the audit of the “high value” operation (MIS 900064) after the next interim payment claim, which was expected to be submitted up to June 2016.

For the remaining population (low value stratum) of Period 1, two operations were randomly selected for audit (MIS 900101 and 900099). For the MIS 900101, the Lead Partner and one random selected PP are audited for the declared expenditure during the 1st period. For the MIS 900099, the Lead Partner, who was the only one with declared expenditure during the 1st period, is audited.

2nd period 1/1/2016-11/7/2016

Following the submission of the interim payment claim for the OP within October 2016, the population characteristics during the period 1/1/2015 – 31/10/2016 are presented in the table below:

	ETC Programme
Greece-Bulgaria
	1st Period
2015
	2nd  Period
01-10/2016
	Period
2015-10/2016

	Book Value
	10.735.705,16
	28.461.252,12
	39.196.957,28

	Size of population (operations)
	31
	61
	69

	Sample Size 
	2
	5
	7

	Cut-off value
	 
	 
	15%

	High-Value Operations
	1
	1
	1

	Sample Size for low-value stratum 
	2
	4
	6


Taking into account the above data, the total sample size is estimated to seven (7) operations ((n=10%*69) and the allocation per period is n1=31/92=2 and n2=61/92=5.

By setting a high cut-off value of the total expenditure declared, it is observed that the project with MIS 900064 has already declared expenditure that represent the 26% of the total Period
2015-10/2016. This project is included in the “high value stratum” and the total expenditure during the period 2015-2016 will be audited. For this project the greek Lead Partner “EGNATIA” and the Bulgarian partner “ROAD INFRASTRUCTURE AGENCY” will be audited.

Taking into consideration,

1. The random sample of the 2 projects (MIS 900101 and 900099) that were audited for the expenditure of the 1st period and

2. The high-value project (MIS 900064),

the total sample of the 7 projects is completed with 4 randomly selected projects from the low-value stratum of the 2nd period (MIS 277771, 900070, 900091, 900105). For the projects with MIS 277771, 900070, 900091 only the Lead Partners stated expenditure and will be audited. For the project with MIS 900105 only a randomly selected PP will be audited (the LP had no expenditure during the 2nd period).  

The sample of projects selected is presented in Annex III.
Finally, EDEL did not consider it appropriate to select additional sample for representativeness reasons because the random sample covers both territories and also all the Axes have covered from the audits carried out so far.

5. RISK ASSESSMENT 

5.1 Risk Assessment Method

The Risk Assessment Method is elaborated, implemented and reviewed by EDEL after being discussed with the AEUFEA. The Risk Assessment Method is applied at least once during each audit period and includes the system audit risk model, the risk analysis model of bodies to be audited and identification of risk areas.

System Audit Risk Model

Audit Risk involves the risk of EDEL putting forth a wrong opinion of the reliability of the management and control system and the legality and regularity of declared expenditure. Audit Risk and Audit Assurance, referred to in point 4.3.2, are complementary notions. In other words, low risk means high assurance and vice versa. The Audit Risk model is of the form 
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 and it is the other side of the Audit Assurance Model (see point 4.3.2). The Audit Risk is preset to a low acceptance level so that EDEL can set forth an opinion with a high level of reasonable assurance

The Inherent Risk (i.e. the possibility of a serious error occurring because of the lack of internal and external control) is set to the highest level. 

The Internal Control Risk (i.e. the possibility that internal control may not detect serious errors) is estimated on a yearly basis based on system audits according to point 4.3.2. 

The Detection Risk (i.e. the likelihood of non detection of a serious error by an external audit) is set to a desired level so that, in combination with other risk factors (IR & CR), they return a “low acceptance level” of audit risk. The detection risk level indicates the confidence level in estimating the size of the random sample of operations (see point 4.3.2).

Risk Analysis Model in selecting Bodies to be audited

Each body will be matched against two types of risk: an Inherent Risk (IR) and an internal Control Risk (CR). IR and CR risks are graded from 0 to 1, corresponding to the respective chances of a risk occurring (The main factors constituting IR and CR risks are referred to in point 5.3). These two types of risk will jointly define the Risk of Material Misstatement (RMM) in the absence of external control of RMM, which is graded from 0 to 1 and is the product of IR × CR. The RMM value is the same as the risk value of each body.

As each system body has a different role (MA, JTS, CA), sorting them on the basis of risk value is pointless. Thus, the need for audit is estimated separately for each body on the basis of the corresponding risk value, as well as the annual objectives and priorities of EDEL. 
Specifically, the bodies selected for audit are those
- with a risk value higher than 0.5, 
- that were not audited during the two previous audit periods and 
- for whom audits are deemed necessary for special reasons.
Identification of Risk Areas
Risk Areas are expenditures or part of expenditures managed by one or more bodies, in which serious errors are observed.

Risk areas are identified by the qualitative analysis of errors and deficiencies detected by audit of operations and system audits carried out by EDEL and AEUFEA, as well as by the audits of other national and Community audit authorities. Risk areas may also be identified after complaints.  
Risk areas are an audit priority and are taken into account for the preparation of the annual Audit Strategy of EDEL. Suitable corrective measures are taken in order to deal with errors in these areas.

5.2 Bodies covered by Risk Assessment

The risk assessment method covers all bodies comprising the system. These bodies are: the Certifying Authority, the Managing Authority and the Joint Technical Secretariat.
5.3 Risk factors taken into account

The risk factors taken into account in the Risk Analysis Model for the selection of Bodies to be audited during the current audit period are the following:

Inherent Risk (IR) Factors: all system bodies receive the highest inherent risk value (IR=1) due to the complexity of the MCS of the OP.

Internal Control Risk (CR) Factors: these are the key requirements that concern the operation of management and control systems. The Internal Control Risk is paired on the basis of the evaluation of the operation of the body (Internal Control Assurance). Obviously, the greater the Assurance, the smaller the Internal Control Risk and vice versa. The pairing of the Internal Control Assurance with the Internal Control Risk is as follows:
	
CR=


	0.25, if internal control assurance = 1 (high reliability)

	
	0.50, if internal control assurance = 2 (medium/high reliability)

	
	0.75, if internal control assurance = 3 (low/medium reliability)

	
	1.00, if internal control assurance = 4 (low reliability)


When there are no data on the evaluation of the operation of bodies (system audits of article 62), the initial internal control risk values are calculated on the basis of the results of the evaluation of compliance (audits of article 72) or receive the highest risk grade.

The grading of risk factors is presented in detail in Annex II.
5.4 Results of Risk Assessment   
No risk assessment was conducted for the extended reference period till closure, since as presented in paragraph 4.5, DSAE will perform closure audits on the procedures applied by the competent managing and certifying authorities for drawing the Final Implementation Report for the OP, as well as the Application for Payment of the Final Balance and a Statement of Expenditure.
6. RELIANCE ON THE WORK OF OTHERS
EDEL and AEUFEA exercise all responsibilities assigned to the Audit Authority, as such responsibilities are derived from regulatory texts.  

7. HUMAN RESOURCES
EDEL’s personnel is qualified and experienced in auditing the legality and regularity of public expenditure. Experience is gained from audit activities in previous programming periods and in combination with the ongoing training in new methodology tools and regulatory requirements, personnel is able to successfully carry out assigned  audit tasks for the current programming period. Moreover, skilled staff from the public sector participates in audits carried out by EDEL, depending on the requirements of each audit. In addition, a register of auditors is established by Law 4151/2013.   
As already stated, the audit activities for the Operational Programme “Greece – Bulgaria 2007-2013” are carried out by EDEL (audits in Greece) and AEUFEA (audits in Bulgaria). In any case, EDEL shall have final responsibility for audits.
Unit F at DEDSP, which is responsible for carrying out EDEL's audits on the European Territorial Cooperation OPs, has 9 staff members (including its director and unit heads). In addition, 1 staff member at DEDSP has been assigned to provide administrative support to the Directorate meets the respective needs of the Unit. For the audits to be performed in the territory of Greece for the extended audit period until closure, four (4) auditors will be involved. Each audit will be planned with the participation of 1 or 2 auditors from Unit F of DEDSP, while remaining members of the audit teams might come from other resources of DEDSP. 

Related audit work (Audit Strategy and Methodology, Monitoring of Recommendations and Corrective Measures, Reports and Opinions, Closure Declarations) for this OP and all programmes under objectives 1, 2 and 3 of NSRF are the responsibility of the Audit Planning and Evaluation Directorate (DSAE), which has 17 staff members (including its director and unit heads).
AEUFEA in Bulgaria is staffed by employees involved in the audit of Programmes co-financed by the Structural Funds and the Cohesion Fund (Co-Financed Programme Audit Branch). The staff of AEUF EA has suitable University degrees (master degrees), national and internationally accepted audit certificates, satisfactory audit experience in both the private and public sectors, as well as experience in audit of pre-accession funds in Republic of Bulgaria before 1 of January 2007. 
The administrative management of the Agency is performed by a Secretary General. The agency is structured into a general administration and a specialized administration. 
The agency’s general administration is organized into Financial, Economic and Administrative Activities Directorate. That directorate performs general administration functions, supporting the realization of the agency’s executive director functions, and providing administrative services activities.
The agency’s specialized administration is grouped into 4 directorates, as follows:

· Audit of EU Regional Policy Funds Directorate

· Audit of EU Social Affairs, Education and Fishery Funds Directorate

· Audit of European Territorial Cooperation and Other Programmes Directorate

· Legal Support of the Audit Activity Directorate.

Auditors from the Audit of European Territorial Cooperation and Other Programmes Directorate perform audit activities concerning the Operational Programme “Greece – Bulgaria 2007-2013”.

8. REPORTING 

After consultation with AEUFEA, EDEL updates its Audit Strategy once per year and prepares an annual Audit Programme, according to which audits will be conducted

Procedure for the finalization of the audit reports (Operation and System Audits)
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Once the final audit results report is received, the competent Directorate (DSAE) monitors and assesses the audited bodies as to their compliance with the recommendations and the corrective measures requested of them (follow up). This process is described in the Audit Manual.
Drawing up of the annual report and opinion 

The competent EDEL Directorate considers the audit results from both EDEL and AEUFEA and other reports concerning the implementation of the Strategy in order to proceed to a system assessment and prepare the annual audit report. Moreover, based on the aforesaid evaluation procedure, it prepares the Annual Opinion on the efficient functioning of the management and control systems.  

The annual opinion is based on the result concerning the overall reliability of the system, which emerges from system audits (Reliability Level) in combination with the result of the audits of operations (Projected Error).

The Annual Opinion draft is the subject of discussion within the framework of the Group of Auditors,  is then approved by EDEL and sent to the EC by 31 December of each year. The last annual control report and opinion were submitted to the Commission on 31/12/2015
Information support 

EDEL has an integrated management information system (EDEL MIS) to record and monitor (follow up) all audit and related works and extract the relevant reports.

Moreover, EDEL has access to the Management Information System of the Ministry of Economy (MIS) to draw information concerning the monitoring of programmes and their implementation, cash-flows, results of verifications, certifications and other national audits. Moreover, EDEL ensures that the results of audits carried out by EDEL and Community audit bodies are recorded in MIS. 

EDEL forwards to the Commission all documents and information provided for in article 40 of Regulation (EC) No 1828/2006 through the computerised information system for data exchange (SFC2007). 

Finally, any irregularities that are drawn from the audits carried out by the national audit bodies in Greece and Bulgaria, respectively, are collected and transmitted electronically, via the AFIS system, to the OLAF. 
ANNEXES
The overall assessment of the MCS is based on the assessment of the bodies of the MCS





Bodies are assessed based on their compliance to key requirements (assessment criteria)





Compliance to key requirements is assessed based on compliance to assessment criteria








The evaluation of the assessment criteria is based on the answers to the relevant question 








� Guidance on Sampling Methods for Audit Authorities, COCOF 08-0021-03/4-4-2013) (Σελ. 126-127).
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