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Sound management 
of the Structural Funds:
a major issue for 
the Union's development
The financial resources allocated to the European Structural Funds have grown
continuously since 1989: from 64 billion euro (in 1989 prices) for the period 1989-
1993 to 155 billion euro (in 1994 prices) for 1994-1999 and to 195 billion euro (in
1999 prices) for 2000-2006.

The size of these budgets granted by the Council and the European Parliament is
due to the persistence of large economic and social disparities within the European
Union. Even though these discrepancies have been reduced, at the end of the
1990s the 10 most affluent regions still had a per capita GDP over three times that
of the 10 poorest regions, and the unemployment rate in the 10 regions worst-off
was over seven times that in the most favoured regions. Yet under the treaty
establishing the European Community, economic and social cohesion is just as
fundamental an objective as the single market or economic and monetary union
(Articles 158 and 160). The extent of the problems makes the task particularly hard,
and the purpose of the Union's assistance is to support the efforts that States are
already making through their own regional development policies.

Although the Structural Funds are part of the European Union budget, the way in
which they are spent depends on a sharing of responsibilities between the
European Commission and the Member State governments:

1. The Commission negotiates and approves the development programmes
proposed by the States, and allocates funding.

2. The States and their regions manage the programmes, implement them by
selecting projects, and control and assess them.

3. The Commission contributes to monitoring the programmes, commits and pays
out approved expenditure, and checks the control systems established.

This Community fund management system is based on the principles of subsidiarity
and partnership with a view to delivering prompt and efficient assistance. It
nevertheless requires all parties involved to play their part and take their share of
responsibility in the implementation of programmes up to 2006. This document
explains how this cooperation works in practice.

inforegio
Fact Sheet

January 2001

Contents:

A. The programmes: types
and financing plans

B. The projects: eligibility
and co-financing rates

C. Management and
monitoring

D. The process for allocating
and paying of European
funds

E. Control systems



A. The programmes:
types and financing plans 

Structural Funds
2000-2006
Priority objectives 
(94% of the budget)

Objective 1: development and
structural adjustment of
regions whose development is
lagging behind.

Objective 2: economic and
social conversion of areas
facing structural difficulties

Objective 3: adaptation and
modernisation of policies and
systems of education, training
and employment.

Fisheries: adaptation of
fishery structures

Community initiatives 
(5.35% of the budget)

INTERREG III: Crossborder,
transnational and
interregional cooperation

URBAN II: Regeneration of
urban areas in crisis

LEADER+: Rural development
through innovative local
projects

EQUAL: Combating
discrimination and
inequalities in connection
with the labour market
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Structural Fund expenditure is programmed in
three types of document. The term
“programme” generally relates to Single
Programming Documents (SPDs) and
Operational Programmes (OPs) drawn up by the
national and regional authorities and approved
by the Commission. An OP can, however, be
considered only in connection with a
Community Support Framework (CSF). Here,
briefly, are the two programming systems:

• The CSFs and OPs generally relate to a
country, or a group of regions within a
country, which is eligible under Objective 1.
The CSFs describe the social and economic
context of the country or regions covered by
the Structural Funds, set out development
priorities and targets to be attained, and
provide for financial management,
monitoring, evaluation and control systems.
The OPs list the various priorities of a CSF
for a particular region or a particular
development sector (transport, training,
business support, etc.).

• The SPDs feature aspects of both a CSF and
an OP. In most cases they involve assistance
cofinanced by the Structural Funds
amounting to less than a billion euro in an
Objective 1 region, assistance in Objective 2
regions or national assistance under
Objective 3 and in the fisheries sector.

The Structural Funds only supplement national
or regional financing. This means that no
programmes are ever totally covered by the
European budget, and that there is always
national cofinancing from either the public or
the private sector.

Each programme is made up of priority themes
and measures, although the latter are not
described in detail. Taken together, these
elements form the development strategy to be
implemented throughout the life of the
programme. To be eligible for financing under a
programme, projects must fit within this
strategy. 

Depending on their specific nature, the four
Structural Funds each finance certain types of
projects (see the box on “Operations financed
by the Structural Funds”):

• The European Regional Development
Fund (ERDF) primarily supports productive
investment, infrastructure and SME
development.

• The Guidance Section of the European
Agricultural Guidance and Guarantee
Fund (EAGGF-Guidance section) supports
measures for the adjustment of agricultural
structures and rural development.

• The European Social Fund (ESF) supports
measures to promote employment
(education systems, vocational training and
recruitment aids).

• The Financial Instrument for Fisheries
Guidance (FIFG) supports measures for the
adjustment of structures in this sector, and
the “accompanying measures” of the
common fisheries policy.

Account also needs to be taken of the fact that
it may not be possible for all of the expenditure
on a project to be financed by the Structural
Funds. In principle, the national regulations
relevant to government support apply to the
Structural Funds, with the exception of certain
specific cases provided for by a special
regulation(1). Some types of scheme are simply
not eligible for Community financing. In
addition, any expenditure carried out before
the date when the Commission receives the
request for support cannot benefit from
Community assistance. The same applies for
expenditure occurring after the final date for
eligibility set out in the Funds’ decision to
participate.

____________

(1) See the Commission Regulation on the eligibility of
expenditure: (EC) No 1685/2000, OJ L 193, 29.07.2000.



Legislative references 
Further details on the scope
of each fund and on eligible
measures can be found in the
relevant regulations:

• Regulation (EC) No.
1260/1999 of the Council of
21 June 1999 laying down
general provisions on the
Structural Funds 

• Regulation (EC) No.
1783/1999 of the European
Parliament and of the Council
of 12 July 1999 on the
European Regional
Development Fund

• Regulation (EC) No.
1784/1999 of the European
Parliament and of the Council
of 12 July 1999 on the
European Social Fund

• Regulation (EC) No.
1257/1999 of the Council of
17 May 1999 on support for
rural development from the
European Agricultural
Guidance and Guarantee
Fund (EAGGF)

• Council Regulation (EC) No.
1263/1999 of 21 June 1999 on
the Financial Instrument for
Fisheries Guidance

As each Community initiative
is financed by one Structural
Fund (the ERDF in the case of
INTERREG and URBAN, the
ESF in the case of EQUAL, and
the EAGGF-Guidance Section
in the case of LEADER+), the
scope of each Fund can be
extended to that of the
others to cover all the
measures planned. The
measures eligible for each
Community initiative are set
out in the Commission
guidelines:

• For INTERREG III, see the
Commission communication
COM(2000) 1101, published in
the Official Journal of 23 May
2000 (C series, No. 143)

• For URBAN II, see the
Commission communication
COM(2000) 1100, published in
the Official Journal of 19 May
2000 (C series, No. 141)

• For EQUAL, see the
Commission communication
COM(2000) 853, published in
the Official Journal of 5 May
2000 (C series, No. 127)

• For LEADER+, see the
Commission communication
COM(2000) 946, published in
the Official Journal of 18 May
2000 (C series, No. 139)

Here is a short overview of the scope of the
various funds which contribute to the
European Union’s structural policies:

ERDF (regional development)

• In the regions eligible under Objective 1,
the emphasis is on catching up: large
infrastructure projects essential for
economic development, particularly in the
context of trans-European networks
(transport, telecommunications or energy)
and environmental protection (in particular
management of water resources). Tangible
investment in the fields of education and
health.

• In the areas eligible under Objective 2,
efforts focus on the diversification of
economic activities and the establishment
of businesses in an attractive setting:
rehabilitation of industrial sites and run-
down urban areas, opening up and
revitalisation of rural areas and regions
dependent on fishing (renovation,
environmental improvement, investment in
infrastructure and equipment, etc.).

• In all disadvantaged regions (Objectives 1
and 2): direct investment in production to
create sustainable jobs. Assistance for SMEs
and local development: business services
(management, market surveys, support for
innovation, etc.), infrastructure on a local
scale, facilities for local community services,
and tourist and cultural activities. Special
attention is given to local employment
initiatives and, in particular, those drawing
on the experience of the territorial pacts
for employment. Capacity building in
research and technological development
(RTD). Development of the “information
society”.

• The ERDF also finances the Community
initiatives INTERREG III and URBAN II.

ESF (human resources)

• Assistance for individuals in the field of
education and training: initial training,
apprenticeships, development of work
skills, careers guidance and ongoing
training.

• Aids for employment and for self-employed
activities. Training for executives and
technical staff in research centres and
businesses. Exploitation of “new 

employment sources”, particularly in the
social economy.

• Improvement of education and training
structures (including through the training
of teachers and of trainers), employment
services and links with research centres.

• Anticipation of developments in working
patterns and employment needs. Equal
opportunities for men and women.

Projects aimed at combating and preventing
discrimination and inequalities of any kind in
the labour market are also eligible for Social
Fund assistance through the EQUAL Initiative.

EAGGF (rural development)

• Investment in agricultural holdings:
modernisation, reduction of production
costs, product quality, the environment,
animal welfare, etc.

• Start-up support for young farmers;
agricultural training schemes.

• Processing and marketing of agricultural
products.

• Forestry and sustainable forest
management.

• Miscellaneous measures for the integrated
development of rural areas: basic services
for residents, renovation of villages,
alternative activities (e.g. tourism, and craft
activities), maintenance of natural
environments, etc.

Rural development projects submitted by local
action groups are also eligible for financing
under the Community initiative LEADER+.

FIFG (fisheries and fish farming)

• Renewal of the fleet and modernisation of
fishing vessels, adjustment of fishing
activity to fish stocks, and socio-economic
measures.

• Assistance for small-scale coastal fishing,
protection of fish stocks in sea coast areas,
fishing port equipment, and fish farming.

• Processing and marketing of products, etc.
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Operations cofinanced by the Structural Funds



While the broad priorities of a programme are
identified in cooperation with the Commission
in Brussels, the choice of measures and
practical projects is the sole responsibility of the
Member States.

The programme complement describes in detail
the measures already indicated and summarised
in the programme. These are the measures of
interest to the people on the ground, since the
individual projects for which they are seeking
finance must fit into them. A precise budget is
earmarked for each measure, which the
programme managers use to finance individual
projects.

The “programme complement” is adopted by
the managing authority designated by the State
(see “Management and monitoring”), after
consulting the partners concerned (see the box
on “Partnership”). This is also the document
that specifies how the funds available are to be
distributed between the measures and the final
beneficiaries.

The level of Structural Fund contribution is not
the same for all regions. It is not even the same
for all measures within a single programme. In
fact, the rate varies first according to the region
in which the project is launched and, more
specifically, according to the Structural Fund
Objective it comes under. As one might expect,
the rate is higher in the regions experiencing
the greatest development difficulties, i.e. those
coming under Objective 1.

Structural Fund cofinancing ceilings:

• Objective 1: a maximum of 75% of the total
cost of the project, except in regions of a
State covered by the Cohesion Fund,
outermost regions and outlying Greek
islands, where it can be as much as 80% or
85% of this total cost;

• Objectives 2 and 3, fisheries: a maximum of
50% of the total cost of the project.

Within these ceilings, the financing rates can
also vary according to other general criteria
such as environmental protection and
promoting equal opportunities between men
and women. Also, in addition to these general
principles, the rate is subject to particular
ceilings applying in certain specific cases.
Reduced contribution rates have, for example,
been established for investments in firms and
infrastructure investments generating
“substantial revenue” (i.e. at least 25% of the
total cost of the investment concerned).

• With regard to investments in firms:
- a maximum of 35% of the total cost
under Objective 1;
- a maximum of 15% of the total cost
under Objective 2.

• With regard to investments in infrastructure
generating substantial revenue:

- a maximum of 40% of the total cost
under Objective 1 (50% in States covered
by the Cohesion Fund);
- a maximum of 25% under Objective 2.

The regulations also encourage the use of part
of the Community finance in a form other than
grants, such as, for example, loans, interest-rate
subsidies or venture capital.
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B. The projects: eligibility and
cofinancing rates



Partnership
To ensure the relevance of
the strategies pursued and
the effectiveness of
expenditure, the
programming and
management of European
assistance should bring
together all the parties
involved in economic and
social development. These
include the State and the
Commission, but also the
other authorities or partner
bodies designated by the
national authorities in
accordance with the rules and
practices in force. These may
be other relevant public
authorities, at regional and
local level for instance,
economic and social actors, or
other appropriate bodies.

The commitment and
necessary consensus between
the various parties involved is
achieved through ongoing
dialogue throughout the
programming process. They
are indispensable
prerequisites for the success
of any development action. In
practice, the partners are
involved as soon as
preparation begins on the
programmes negotiated with
the Commission. They are
then invited to monitor the
implementation and
financing of the programmes
by taking part in monitoring
committees and in the various
evaluation exercises.

Each year, the Commission,
for its part, consults European
organisations representing
the social partners about the
general implementation of
the structural policy.

The detailed management of any programme
financed by the Structural Funds is always the
responsibility of the Member State. For each
programme, the State designates a “managing
authority”. It is this authority which, first of all,
adopts the programme complement and then,
if necessary, amends it. It also handles the
selection of projects, for example through calls
for proposals. Consequently, this is the
authority that organisations (local authorities,
firms, associations, etc.) wishing to receive
support from the Structural Funds must
approach.

A special case: global grants

The Structural Fund regulations provide for
the possibility of a national or regional
authority transferring management of a
programme or sub-programme to an
intermediary body. This could be a local
authority, a regional development body or a
non-governmental organisation with
experience in administrative and financial
management. The use of global grants is
mentioned in the programming document.

The managing authority is the hub of the
programming system. For instance, it is
responsible for organising the collection of
financial and statistical data on the programme
being managed. This information is crucial in
monitoring the smooth running of operations.
The managing authority also deals with
publicising the assistance. This means that it
must notify potential beneficiaries – and the
general public – of the possibilities offered by
the programme.

The annual
implementation report

As part of its management responsibilities, one
of the duties of the managing authority is to
prepare, each year, the programme's annual
implementation report. This document is of
fundamental importance in ensuring that the
programme is running smoothly and making
progress in achieving its targets. Each year’s
document is forwarded to the European
Commission, which can examine the main
outcomes of the previous year and monitor the
programme’s progress. The Commission can,

moreover, make observations or request certain
changes to the programme.

The implementation reports play a significant
part in ensuring sound programming. Their
content is precisely laid down in the
regulations. They must set out:

• the financial implementation of assistance
(with, for each measure, a record of
expenditure paid and a record of payments
received from the Commission);

• the progress in the implementation of
priorities and measures in relation to their
specific targets;

• indications of any change in the general
conditions which may be of relevance to the
implementation of the assistance (socio-
economic trends; changes in national,
regional or sectoral policies, etc.);

• the steps taken to ensure the effectiveness
of implementation (monitoring, financial
control and evaluation measures, any
adjustments in management, the use made
of technical assistance, etc.);

• the steps taken to ensure compatibility with
Community policies (notably rules on
competition, the award of public contracts,
environmental protection, the promotion of
equality between men and women, etc.).

How can a programme be
adjusted?

Some circumstances justify adjusting the
programming documents. Implementing a
programme can, for instance, reveal certain
defects which should be remedied, such as a
measure which is poorly targeted or too
restrictive, a financial appropriation which is
badly distributed between “successful”
measures and other less popular ones, the
omission of some types of beneficiaries, etc.
More simply, it should not be forgotten that
the programmes are spread over seven years.
During this period, major changes could occur
in the social and economic situation or in the
labour market. Such situations can make it
necessary to amend the programme.

Depending on the type of adjustment
necessary, the body responsible will be either
the managing authority – which will modify the
programme complement – or the Commission,
which will act in agreement with the Member
State. Any adjustment of a programme by the
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C. Management and monitoring



managing authority cannot affect the total
amount of Structural Fund assistance; any such
adjustment, if necessary, must be decided by
the Commission in agreement with the
Member State. The same is true for the specific
targets set for a priority. Decisions on
adjustments are generally taken at meetings of
the programme monitoring committees, which
are usually held once or twice a year (see the
box on “Monitoring committees”).

While the need for an adjustment can occur at
any time, it is particularly likely to arise after the
general evaluation of a programme. This must
be carried out at mid-term (see “Assessing
performance: when and why?”). Likewise, the
allocation of the performance reserve to the
programmes showing the best results will
require adjustments to those programmes.

Assessing performance:
when and why?

When only limited resources are available, it is
essential to ensure that the best use is made of
them. Evaluation is a fundamental principle to
ensure good decision-making, sound
management of assistance, and therefore good
use of the available resources. Evaluation
exercises take place throughout the
programming, to check both that the measures
are running smoothly and that they are yielding
results. Notwithstanding additional evaluations,
in particular “thematic” exercises focusing on
specific issues, they take place at mid-term and
at the end of the programming period. The
managing authority is responsible for
establishing a reliable system for collecting
statistical and financial data for evaluation
purposes.

The mid-term evaluation – which must be
completed before 31 December 2003 – is
primarily the responsibility of the Member
States. The evaluation must be organised by
the managing authority but is carried out by an
independent assessor. It is designed to examine
the initial results of the assistance, the use of
financial resources and the operation of
monitoring and implementation.

An “ex-post” evaluation is also to be carried
out once the assistance comes to an end,
under the main responsibility of the
Commission. It is also carried out by an
independent assessor. Its purpose is to assess
the use made of resources, the effectiveness of
assistance and its impact. It will therefore
highlight the factors contributing to success or
failure in implementation and make it possible
to optimise the assistance provided in the
future.

Monitoring committees

Together with the managing authority, the
Member States also set up a “monitoring
committee” for each programme (SPD and OP).
The committee's task is to ensure the quality
and effectiveness of the implementation of
assistance. The monitoring committee is in
close contact with the European Commission –
which participates in its discussions in an
advisory capacity. This role is reflected in its
specific responsibilities:

• It confirms the programme complement and
any adjustment made to it by the managing
authority; it may also request an adjustment.

• It approves criteria for selecting the
operations financed.

• It periodically assesses the progress made
towards achieving the specific objectives of
the assistance.

• It examines the results of implementation
and, in particular, the results of the mid-
term evaluation before it is forwarded to the
Commission.

• It approves the annual and final
implementation reports before they are
forwarded to the Commission.

• It approves any proposal to amend the
contents of the decision on the contribution
of the Funds.

• Generally speaking, it may suggest to the
managing authority any adjustment it deems
necessary to improve the management of
assistance.

The performance
reserve
A new tool has been created
to promote the effectiveness
of interventions: the
performance reserve. The
principle is simple: part (4%)
of the budget allocated to
each Member State has been
put into a reserve until 2003
and will be distributed to the
best-performing programmes
in a given Member State.
Performance will be assessed
by monitoring indicators
which reflect effectiveness,
management and financial
implementation, and
compliance with rules
regarding additionality. The
Commission will allocate the
reserve, on the basis of
proposals presented by each
Member State, no later than
31 March 2004. This is an
important motivating factor
for the programme managers,
who must ensure from now
until 2003 that they use the
public funds at their disposal
effectively and productively. 
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Financing of the programmes is based on a
system of budgetary commitments and
payments. The commitments actually represent
a “financial contract” between the Commission
and the Member State, for the allocation of
European funds to the programmes. At this
stage, there is therefore no “physical
movement” of funds. The commitments are
paid in annual instalments, and the first
instalment is made when the Commission
approves the assistance. Subsequent
instalments are committed, at the latest, on
30 April of each year.

The beneficiaries of assistance receive no funds
directly from the Commission. They deal with a
“paying authority” designated by the Member
State. A three-tier system is therefore
established, between the Commission, the
paying authority and the beneficiaries.

After a programme is adopted, the Commission
makes a payment on account, of up to 7% of
the total contribution from the Funds, to the
paying authority. This “advance payment” is
designed to enable the programme to get
under way (but must be repaid if no
expenditure has been declared within 18
months). Subsequent payments are made in the
form of a reimbursement of actual certified
expenditure. In principle, the paying authority
sends statements of expenditure to the
Commission in batches, three times a year. The
Commission makes the corresponding
payments within two months of the request
being received. 

Expenditure declarations to the Commission
must be submitted in euro(2). In the countries
outside the euro zone, the amounts must
therefore be converted by using the exchange
rate on the penultimate working day of the
month preceding that in which the expenditure
was calculated by the payment authority.

The role of “paying
authorities”

The tasks of the paying authorities are distinct
from those of the managing authorities. Their
role is to satisfy themselves that the
expenditure complies with Community rules, to
submit requests for payment to the European
Commission, and to receive those payments.
They submit payment claims in batches, three
times a year. In practice, the managing and
payment authorities can be part of the same
government body, but the principle of
separation of functions implies that they must
belong to distinct departments.

To the extent that they must certify all
expenditure included in requests for payment,
paying authorities assume a large part of the
State's responsibility to ensure that the
payments are legal and correct. In this they
must rely on a good management system
organized by the managing authority. 

In order for assistance to proceed effectively,
paying authorities must ensure that the
ultimate beneficiary receives the Community
funds as quickly as possible. 

____________

(2) See the Commission Regulation: (EC) No 643/2000,
OJ L 78, 29.03.2000.
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D. The process for allocating and
paying European funds

Automatic
decommitments*
Commission commitments of
assistance are made on an
annual basis throughout the
financing period. If a
commitment in year “n” has
not been drawn down by
acceptable payment
applications by the Member
State by the end of the
second year following the
year of commitment (“n+2”),
the assistance is automatically
decommitted, and cannot
usually be recommitted.
Exceptions to this rule include
force majeure or
administrative or legal
appeals, of which the
Commission must be kept
informed.

Advance payments* 
An advance payment of 7%
may be requested for each
form of assistance, which can
be paid on account to the
beneficiary either as a lump
sum or in two instalments
over two budget years. All or
part of this advance must be
repaid to the Commission if
no interim application for
payment is made to the
Commission in the 18 months
following its decision to grant
funding to the assistance in
question. 

* Articles 31§2 and 32 §2 of
Council Regulation (EC) No.
1260/1999 of 21 June 1999
laying down general
provisions on the Structural
Funds 
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One consequence of the increased
decentralisation in programme management is
the improvement of management and control
arrangements in order to allow verification of
the regularity and reality of expenditure at any
time. Tighter requirements for management
and control systems are now imposed by the
regulations(3). These should ensure proper use
of funds and give assurance that the
expenditure made is legal and correct. They
also enable the necessary corrections to be
made in the event of irregularities.

The system relies on the two “pillars”
represented by the managing and paying
authorities. It is for the Member State to ensure
that the two authorities and all links in the
management chain actually fulfil their
responsibilities in this area by issuing guidance
on effective financial systems and procedures.
To ensure that the systems are working,
detailed checks are required on 5% of the
expenditure of a programme. These checks can
be carried out by internal audit departments or
external auditors. On completion of an
assistance measure, a person or department
independent of the managing authority and of
the person or department within the paying
authority responsible for certifying statements
of expenditure must assess the validity of the
final payment request. Also, in all cases, the
responsible authorities must keep available for
the Commission, for three years following
payment of the final balance, all the supporting
documents relating to expenditure under the
programme. 

The responsibility of the Commission is, above
all, to verify the effectiveness of the control
systems. To this end, it may carry out on-the-
spot checks, in collaboration with the relevant
Member State, or request the State to carry out
these checks. In either case, at least once a
year, the Commission and the State jointly
examine the results from the checks carried
out, the financial impact of the irregularities
noted, the corrective measures already taken or
still outstanding and, if relevant, changes to the
management and control systems.

And in the event of
irregularities?

Where irregularities are found, corrections must
be made by cancelling the part of the funding
that was ineligible and, if necessary, recovering
any undue payment with interest. Here again,
the main responsibility for financial corrections
lies with the Member States. They make the
financial corrections required by cancelling all
or part of the Community contribution. The
Commission is, however, kept directly informed
of all the irregularities noted and of the
progress in the administrative and financial
proceedings undertaken. Where the Member
States fail to comply with their obligations, the
Commission may take action.

Corrections by the Commission are possible
where the State does not make the necessary
corrections and where there are serious
deficiencies in the management and control
systems. When the Commission makes
corrections, the part of the Funds’ contribution
to the assistance concerned is withdrawn, and
may not be reused for other operations in the
programme. The financial correction may be
limited to the irregularity detected, or extended
by extrapolation or at flat rate if the irregularity
results from a more general weakness in the
management or control system. Financial
corrections may also be imposed for
irregularities which do not have an exact
financial value, for example in the event of
non-compliance with a particular provision of
Community law.

____________

(3) Council Regulation (EC) N°1260/1999 laying down 
general provisions on the Structural Funds and forthcoming
Commission Regulation on management and control 
systems.
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E. Control systems
Financial corrections* 
The Member State must
ensure that an adequate
control system is in place to
prevent irregularities
occurring. Should
irregularities nevertheless be
detected, the Member State
should correct them
immediately. Irregularities
may relate either to an
individual case or be more
systemic in nature. The
Member State corrects the
irregularity by cancelling part
or all of the funding to the
operations concerned; if the
cancelled funds have already
been paid, it recovers them
from the recipient. The funds
released can then be re-used. 

If the Member State fails to
correct the irregularity, or if
the Commission concludes
that there are serious failings
in the management and
control systems that may give
rise to systemic irregularities,
then the Commission may
impose financial corrections
on the Member State. 

The amount of any correction
will, wherever possible and
practicable, be equal to the
amount of expenditure
wrongly charged to the
Funds, having regard to the
principle of proportionality.
Where it is not possible or
practicable to put a precise
value on the irregularity or it
would be disproportionate to
cancel all the expenditure
concerned, the Commission
may set the correction by
extrapolation from a
representative sample of
operations or at a flat rate.
The Member State is always
given an opportunity to show
that the extent of an
irregularity was less than the
Commission estimated. 

* Article 39 of Council
Regulation (EC) No. 1260/1999
of 21 June 1999 laying down
general provisions on the
Structural Funds and
forthcoming Commission
Regulation on financial
corrections. 


