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         EXECUTIVE SUMMARY 

 

This Joint audit strategy provides the major orientations for the audit work for the 
period 2012-2013 for Directorates General for "Regional Policy", Employment 
Social affairs and Inclusion", and "Maritime affairs and Fisheries" hereafter as 
"Structural Fund DGs". The strategy covers the two programming periods 2007-2013 
and 2000-06.  

The introduction provides for the background information and preparation of the 
Joint audit strategy, and the consultation and coordination between Structural Fund 
DGs.   

Part 2 of the strategy explains the main audit objectives, a summary of the assurance 
process, the identified risks and the main mitigating actions to address these risks.  

Part 3 of the strategy provides for the audit activity planned in 2012-2013 in relation 
to the assurance objectives needed to be achieved for the programming period 2007-
13.   

The updated Joint audit strategy is taking into account the lessons learnt from the 
cumulative audit work carried out under the main enquiries as a basis for setting 
out the priorities for the next period. 

While important capacity building enquiries such as review of the work of the Audit 
Authorities, contributes to reducing errors in the medium term by strengthening 
competence at national level, the bridge the gap audit enquiry, where auditors 
intervene at system/project directly, contributes more directly to reduce errors in the 
short term by producing action plans and interruptions/pre-suspensions.     
 
Recommendations by the discharge authority as well as specific recommendations by 
European Court of Auditors and Internal Audit Service have also been taken into 
account.  Especially important in this context are:    

 The European Parliament recommended that after interruption/suspension  
            payments should resume only if  sufficient appropriate audit evidence gathered on 

the spot proves that weaknesses were remedied to avoid any risk that payments 
are resumed too quickly; 
 

 The European Parliament recommended that the European Commission and 
            Member States continue their efforts in monitoring compliance with  

EU and national eligibility requirements and public procurement rules as these 
are the most common errors identified over the period 2006- 2011; 
 

 Council invited the Commission to continue taking corrective action, whenever 
appropriate, in order to ensure that national Audit Authorities deliver high quality  

 audit results in a timely manner. It did encourages the Commission to continue  
 following a more risk-based approach in its checks, to concentrate its efforts on 
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 particular problems in financial management and to make use of all available 
audits. 

 
During the period 2009-2012 the audit directorates/units have devoted the vast 
majority of their resources to the main enquiry: Reviewing the work of the national 
audit authorities on the programmes covered by these audit authorities depending of 
course on whether the entire management and control system is without qualification, 
as stipulated in Article 73 (point 3) of Regulation 1083/2006 and 1198/2006. This 
approach is in line with single audit concept. 
  
The current discussions with Council and Parliament on the 2014-2020 programming 
period has also led to an anticipation in time of review of some audit authorities 
which have been brought forward to 2012-first half of 2013.  

The implementation of Article 73 will have a significant impact on the subsequent 
audit plans; reduction in the work on these Audit authorities which will allow the 
Structural action DGs to allocate their audit resources to a large extent on risky audit 
authorities/programmes.  

When adjusting the audit plans for 2012-2013, the audit directorates/units have taken 
account of the significant number of reserves made in the 2011 Annual Activity 
Report. These will be followed-up by appropriate audit work, often on-the-spot. 
Consequently, before resuming payments at Directorate General (DG) level, the audit 
directorates/units will seek sufficient assurance that both corrective and preventive 
actions have been adequately implemented. The follow up of these actions are 
principally covered by the audit enquires "bridge the assurance gap" and "financial 
instruments" but also by review of the work of audit authority when the deficiencies 
refer to them.  

As the Staff Working Document (SWD)1 of error rates has shown, there are still 
Member States /programmes which present weaknesses in the management and 
control systems, at the managing authorities authorities level in particular for 
selection of projects and management verifications, and at audit authority level, in 
particular with audit of operations and thematic audits such as public procurement, 
state aid and financial instruments. The audit directorates/units will therefore 
continue to concentrate on high risk programmes in high risk Member States, taking 
account of specific issues.  

Innovative audit approaches     

Structural actions DGs are progressively developing their audit approach towards 
result oriented approach by developing performance audits, risk scoring tools etc. We 
continue to target our capacity building actions on audit authorities, and on managing 
authorities in co-operation with operational units taking particularly into account staff 

                                                 

1  The "Commission Staff Working Paper on Analysis of Errors in Cohesion Policy for the years 2006-
2009 – Actions taken by the Commission and the way forward" is available in 
MyRegio:_http://www.cc.cec/dgintranet/regio/documents/regional_policy/programme_management/a
udit_control/com_swp_sec_2011_1179.pdf  



         

 

6 

turn-over in these authorities since the beginning of the current programming period. 
As a preparation for 2014-2020, which entails a more result-oriented approach, the 
audit Directorates/units also need time to further develop the audit work. It is 
therefore essential that innovative audit enquiries such as performance audits and 
audits on financial instruments be allocated sufficient resources to progress. 

Focus of the audit work  

The on-the-spot audits are planned carefully to allow producing timely reports and 
follow up. The audit directorates/units will also take full account of the possibility to 
outsource audit work and to share audit results among them each time this is possible.  

Based on the above the assurance for the 2007-2013 programming period will 
mainly be based on the following five audit enquiries to which high priority will be 
given in 2012-2013:  

 Review of the audit authorities under which the Commission will assess the 
            reliance which can be placed on their audit work and in particular to enable to 
 adopt the provisions of Article 73 by effectively implementing the single audit 
 concept; 
 
 Enquiry on most risky programmes/processes/authorities which complements the 
 aforementioned enquiry on the review of the audit authorities, under which the 
 Commission carries out its own on-the-spot audits directly at the level of the 
 Managing Authority/intermediate body; 
  
 Financial instruments given the increase of funding allocation to this type 
           of financing; 
  
 Enquiry on member States recovery system to assess the compliance and the 
 functioning of the financial corrections system; 
 
 Performance audits to assess economy, efficiency and effectiveness; 
 

Part 4 provides a summary on the follow-up actions taken by the Structural actions 
DGs to the European Court of Auditors findings as well as the follow-up of the 
European Parliament and the Council recommendations.    

It also indicates the actions taken for implementing a Joint Anti-Fraud Strategy 
agreed between the Structural actions DGs. This strategy contains several actions for 
fraud awareness both internally and externally and is line with the Commission's 
Anti-Fraud strategy. 

Annex 1 explains in detail how the assurance model builds on a cascade assurance 
system which is inherent in the shared management mode: the overall assurance 
process for the Funds under shared management with the Member States is built on a 
control structure following the single audit concept (Article 73 of Council Regulation 
1083/2006 and 1198/2006), whereby one level of control (Structural actions DGs) 
may rely on the work of previous controls performed by other bodies (national audit 
authorities).  
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1 INTRODUCTION 

This document sets out the Joint Audit Strategy proposed for the Structural Funds and 
the Cohesion Fund for the programming period 2007-2013. The strategy defines the main 
audit objectives, the risks identified and the audit actions to be undertaken to address 
these risks.  The strategy has been prepared jointly by the three Directorates-General 
responsible for the Structural Funds and the Cohesion Fund (referred to hereafter as 
"Structural actions DGs") and covers the European Regional Development Fund 
(ERDF), the European Social Fund (ESF), the European Fisheries Fund (EFF), the 
Instrument for Pre-Accession Assistance (IPA) and the Instrument for Structural Policies 
for Pre-Accession (ISPA). 

1.1 Partners 

A Joint Audit Strategy was issued for the first time in 2005 following the 
recommendation from the Commission Communication of August 20042 on specific 
actions to promote coherent audit methodologies between the Commission services 
working in the framework of shared management. The objective is to coordinate audit 
strategies between the audit units of Directorate General Regional Policy (DG REGIO),  
Directorate General Employment, Social Affairs and Inclusion (DG EMPL), and 
Directorate General Maritime Affairs and Fisheries (DG MARE) as much as possible 
and promote a common approach, so that there is a coherent focus for the audit work in 
particular for the programming period 2007-2013 and for the closure of the 2000-2006 
programming period.  

1.2 Legal framework 

Article 317 of the Treaty on the functioning of the European Union (TFEU) stipulates 
that the Commission shall implement the budget in cooperation with the Member States 
on its own responsibility. The Member States shall co-operate with the Commission to 
ensure that appropriations are used in accordance with the principles of sound financial 
management. 

Currently, the audit strategy covers two programme periods, 2007-2013 and 2000-2006, 
which are governed by two different sets of regulations as follows:  

- Council Regulation (EC) No 1083/2006 for ERDF, ESF and CF3,  Commission 
Regulation (EC) No 1828/20064 and Council Regulation (EC) No 1198/2006 for EFF5 
for the 2007-2013 period,  

- Council Regulations (EC) No1260/1999 (Structural Funds) and No 1164/94 (Cohesion 
Fund), as amended6, and the corresponding Commission Regulations (EC) No 438/2001 

                                                 

2  C (2004) 3115 

3 As amended by Council Regulation (EC) No 1341/2008 
4 As amended by Commission Regulation (EC) No 846/2009 
5 As completed by Commission Regulation (EC) No 498/2007 
6 Article 38(2) of Council Regulation (EC) No 1260/1999 of 21 June 1999 laying down general provisions 

on the Structural Funds (OJ L 161, 26/06/1999, p.1) as amended and Article 12(2) of Council 
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and 1386/20027, for the 2000-2006 period. IPA is implemented on the basis of Council 
Regulation (EC) No 1085/2006.  

1.3 Budget and Materiality 

The structural actions DGs, along with the responsible authorities in the Member States 
and beneficiary countries, manage slightly more than one-third of the EU budget.  
Financial Resources for operational expenditure in 2012 (in million €) payment 
appropriations):  

 

Activity/Fund  Operational Expenditure 
2007-2013 in million € 

(2012) 

European Regional Development Fund and other 
regional interventions  

26,235 

Cohesion Fund  8,757 

Pre-accession Interventions related to the 
Structural Policies (IPA and IPA-CBC) 

455  

European Social Fund 8,720 

EFF  1,474 

Total payment appropriations for 2012  45,641 

 

The materiality level agreed and used by all three Directorates General for reporting 
material deficiencies is set at 2%. Materiality is assessed first at the level of ABB activity 
and at programme level.  

In 2012 the methodology has been improved to assess whether the risk for programmes is 
manageable on a cumulative basis since the beginning of the programming period. 
According to this methodology, programmes with a net cumulative residual risk above 
2% were subject of a reservation except for some very limited duly justified exceptions. 
This improvement of the methodology for calculating the cumulative residual risk takes 
into account remarks by the Court of Auditors on the Annual Activity Reports for 2010. 

1.4 Consultation and coordination among the Structural Funds' DGs  

In the context of the Joint Audit Strategy and in order to promote a common approach 
among services involved, procedures are in place to ensure effective coordination and 

                                                                                                                                                 

Regulation (EC) No 1164/94 of 16 May 1994 establishing a Cohesion Fund (OJ L 130, 25/05/1994, 
p.1), as amended. 

7 Article 6 of Commission Regulation (EC) No 438/2001 of 2 March 2001 laying down detailed rules for 
the implementation of Council Regulation (EC) No 1260/1999 as regards the management and control 
systems for assistance granted under the Structural Funds (OJ L 063, 03/03/2001, p.21), as amended 
and Article 5 of Commission Regulation (EC) No 1386/2002 of 29 July 2002 laying down detailed 
rules for the implementation of Council Regulation (EC) No 1164/94 as regards the management and 
control systems for assistance granted from the Cohesion Fund and the procedure for making financial 
corrections (OJ L 201, 31/07/2002, p.5). 
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sharing audit results in order to make better use of the available resources and to avoid 
duplication of work.  

In addition within the framework of an inter-service agreement between DG REGIO, 
DG-EMPL and DG MARE, it was established how each each Directorate General can 
rely on the other's audit results in case of common Audit authorities.  

Within the legal constrains identified in the agreement it is also possible to apply 
preventive measures such as the interruptions and suspensions of payments and financial 
corrections, foreseen under Articles 91, 92 and 99-102 of Council Regulation (EC) 
1083/2006 and Articles 88-89 and 96-99 of Council Regulation (EC) 1198/2006.  

2 AUDIT OBJECTIVES AND RISK ASSESSMENT 

2.1 Audit objectives   

The overall objectives of the activity of the audit units in the Structural actions DGs are 
to seek reasonable assurance that the management and control systems established and 
implemented by Member States and beneficiary countries i) comply with requirements 
of the relevant EC Regulations N° 1083/2006 and 1198/2066 and ii) are functioning 
effectively to prevent and detect errors and irregularities and fraud and assure the legality 
and regularity of the expenditure declared to the Commission. 

The assurance is based on a cascade assurance system which is inherent in the shared 
management mode: the overall assurance process for the Funds under shared 
management with the Member States is built on a control structure following the single 
audit concept (Article 73 of Council Regulation 1083/2006), whereby one level of 
control may rely on the work of previous controls performed by other bodies (national 
audit authorities). 
 
The Commission's assurance is gradually built up over the programming period, from 
validation of compliance of the management and control systems, to audits during the 
implementation of programmes and to the closure phase. The audit directorates/units 
contribute to the assurance by means of opinions on the national programmes and 
systems, which are disclosed each year in the Directorates Generals' Annual Activity 
Reports. In order to mitigate the main risks to the legality and regularity of the 
expenditure claimed by the Member States, the riskiest programmes and Member States 
will be targeted in 2012-2013 through the various audit enquiries, as explained below. 
Audit enquiries will cover either targeted regions/programmes or main issues across 
various regions and programmes. 
 

In the event that deficiencies are identified in the systems, recommendations for remedial 
actions are made, and in serious cases and/or where required measures are not taken 
promptly, payments are interrupted, suspended and financial corrections may be applied. 

Annex 1 provides details on the assurance process for the Funds under shared 
management.    
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2.2 Identified Risks 

The management of structural actions carries an inherent risk since they are delivered by 
a multiplicity of organisations and systems, and involve very large numbers of diverse 
operations. Furthermore eligibility of expenditure is determined by compliance with rules 
and conditions fixed at EU and national level which can lead to complexity and risk of 
misinterpretation8.  

The main risk in relation to financial management is that the Commission would  
reimburse irregular expenditure declared by the Member State or beneficiary country and 
the authorizing officer would not have the required reasonable assurance on the 
underlying transactions for his/her declaration of assurance in the Annual Activity 
Report. Consequently, there is the related risk that the Commission will fail to obtain the 
annual discharge for its management of the Funds, by failing to satisfy the discharge 
authorities that it has properly fulfilled its responsibilities to ensure effective functioning 
of the systems set-up by the Member States and beneficiary countries and proper 
execution of EU budget. 

For Structural actions expenditure the main risks relate to the funding of projects which 
do not comply with EU and national public procurement rules or which do not fulfil the 
eligibility conditions specified in the EU Regulations or the Operational Programmes. In 
addition, the risk also exists that beneficiaries declare ineligible costs. 

In implementing the Operational Programmes, Member State authorities face competing 
priorities. On the one hand, spending has to be subject to appropriate controls of 
regularity, whilst, on the other hand, there is a need to ensure the timely absorption of the 
EU funds made available. 

Furthermore new types of risks were identified in relation to the increased use of 
financial instruments and the insufficient know-how and capacity of national authorities 
to set-up complex financing structures. 

Main mitigating actions 

In general, systemic risk is minimized by the implementation of a sound audit strategy, 
which takes account of the risks identified.  The implementation of a sound audit strategy 
not only provides a basis for the management of identified risks and the application of 
corrective measures, but also engenders systemic improvements which should lead to a 
reduction of errors. 

                                                 

8 The specific risk presented by each category of expenditure is a function of: 

 the materiality of the expenditure concerned; 
 the reliance which can be placed on the Member States’/beneficiary countries’ management and control systems; 
 the quality, quantity and representativeness of audits undertaken by the Member States’/beneficiary countries’ audit 
  bodies; 
 the sensitivity of the sector concerned for the reputation of the DG/Commission; 
 the complexity and nature of management and control systems and operations co-financed. 
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Following a risk assessment carried out by each DG the riskiest programmes and 
Member States have been identified in relation to the audit work for the 2007-2013 
period. 

Specific audit enquiries have been elaborated for each audit activity based on up-dated 
risk assessments and enquiry planning memoranda which form the basis for the audit 
work presented under part 3 of this strategy.  

The risk assessments carried out have taken account all available audit information, the 
results of the Annual Activity reports and the reservations disclosed as well as the risk 
identified by the Commission in its Staff Working Document ‘Analysis of errors in the 
Cohesion Policy for the years 2006-2009‘ (SEC(2011) 1179 of 5/10/2011. In this 
document, the Commission indicates specific actions to mitigate these risks in particular 
additional guidance and training to managing authorities on the identified risks, timely 
implementation of financial corrections, interruptions and suspensions procedures, more 
targeted audit activity on the most risky areas.  

Moreover Structural actions DGs will continue its rigorous actions undertaken under the 
Commission 2008 Action Plan to strengthen its supervisory role under shared 
management.   

3 AUDIT ACTIVITY PLANNED IN 2012-2013 

3.1 Resources allocations for 2012 

The resource allocation for the various audit enquiries and other audit activities of the 
Structural actions DGs have been established according to the priorities defined through 
the risk assessment undertaken in the audit enquiries.  A standard range of “auditor days” 
has been used per activity based on experience of implementation in previous years and a 
review process carried out to ensure reasonable consistency.   

The auditor resources available for the operational audit activity for all three Structural 
actions DGs as a whole for 2012 comprise 93 auditors corresponding to approximately 
18,507 auditor days, based on 199 days per auditor per year. Account is taken of days 
required for training, holidays, vacation, etc. 

The allocation of resources needs to take into account obligatory desk review tasks, for 
example replies to the European Court of Auditors Statement of Preliminary Findings 
(SPFs), the increasing number of warning letters, interruptions, pre-suspensions and 
suspensions, the analysis of the Annual Control reports and the work related to the 
Annual Activity Report and the follow-up of the results of the desk analysis linked to 
closure of the 2000-2006 ERDF, ESF and EFF programmes, and Cohesion Fund 
projects.   
 
The majority of resources are nevertheless planned for activities linked for obtaining 
assurance for the 2007-2013 programmes through desk reviews and on the spot work.   
 
When estimating the total auditor days necessary for audit tasks, a buffer of 5% has been 
applied for unforeseen tasks at the audit directorate/unit level. This should allow tackling 
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unforeseen audit needs during the year and could also cover part of the shortfall in 
auditor days, since demand exceeds capacity.  

3.2 Programming period 2007-13 

The specific assurance objectives for the 2007-2013 programming period are to ensure 
that the regulatory requirements – compliance assessment, audit strategy and audit 
opinion – are implemented in a correct and timely way so as to provide the DGs' with 
assurance on the set-up and functioning of the systems at an early stage.  In particular the 
focus will be on the reliability of the work of the audit authorities in line with the single 
audit concept. The reinforced role of the audit authorities compared to the previous 
programming period means that they have a significant responsibility in ensuring that the 
national audit strategy is well implemented and its results properly reported to the 
Commission.  

For the current programming period, the structural actions cover the European Regional 
Development Fund, the Cohesion Fund and the European Social Fund.    

The funding for rural development and fisheries actions is subject to specific sector 
legislation outside the Structural Funds. Rural development under the responsibility of 
DG AGRI is therefore not covered by the Joint Audit Strategy for this programming 
period. For the European Fisheries Fund, under the responsibility of DG MARE, the 
implementing regulatory framework is very similar and the audit activity planned is 
aligned with the work of the Structural Funds.    

In the framework of the multi-annual Joint Audit Strategy, and in a period of cumulative 
challenges for the structural actions audit function, the following main priorities are 
identified:  

3.2.1 Review and acceptance of the compliance assessment, and audit strategies 
documents submitted by the Member States 

As regards the set-up of the systems, the DGs have completed the work of examining the 
majority of the compliance assessment reports and audit strategies submitted by Member 
States.   

A first evaluation of the compliance assessment process shows that the Commission's 
feedback to national authorities provided clarity from the outset of the programming 
period and greatly assisted in improving the quality of the systems in key areas such as 
the set-up of management verifications, segregation of functions and proper accounting 
and IT systems. The supervisory role of the Commission also contributed to 
strengthening the function of the audit authorities at national level, in many cases. 
Directorate General for Regional Policy finalised the compliance assessment for 316 out 
of 317 programmes in February 2011. The remaining programme does not meet the 
compliance assessment criteria.   

Directorate General of Employment, Social Affairs and Inclusion has approved all 
compliance assessment. 

Directorate General for Maritime Affairs and Fisheries has approved the Compliance 
assessment reports for all 26 Operational Programmes with the exception of priority Axis 
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4 for UK and RO, where significant delays have been registered in the MS for setting up 
the respective Management and Control System. 

The Member States have also submitted to the Commission their national audit 
strategies covering the bodies which will perform the audits, the methods to be used, the 
sampling method for audits on operations and the indicative planning of the audits. All 
required audit strategies have been received and accepted. These audit strategies 
accepted by the Commission at the beginning of the programming period are updated 
annually by the Member States, often following Commission's request, and their 
effective implementation and their results are monitored regularly through the analysis of 
the national system audit reports, the annual control reports and discussed in detail 
during the Annual Coordination meetings held every year with the audit authorities. 

 By accepting and monitoring these audit strategies in cooperation with the audit 
authorities, the coordination of audit activity is considerably improved in the framework 
of the single audit concept.  

3.2.2 Analysis of the annual control reports, annual audit opinions, annual 
summaries and national declarations 

DG REGIO, DG EMPL and DG MARE have the responsibility in relation to their 
operational programmes to perform a detailed assessment of the annual control reports 
and annual audit opinions against audit results and information at their disposal, 
stemming from their own audit work, from ECA, from each other audit results and from 
the examination of national system audit reports.  The reports and audit opinions have to 
be submitted by 31 December each year from 2008 to 2015.  The DGs aim to carry out 
their examination within 2 months.  The objectives of the assessment of these reports and 
opinions are:  

1) To obtain relevant information concerning the implementation of the audit strategy 
and gain an understanding of  the level of assurance allocated to the management and 
control systems and expressed in the annual audit opinion for the relevant programme; 
 
2) To confirm that the above level of assurance and the opinion are consistent and are 
based on reliable audit activity; 
  
3) To enable the auditor to use this information as part of the input to the assurance 
building process provided for the management opinion for purposes of the DG's Annual 
Activity Report; 
 
4) To contribute to the updating of the risk assessment;  
 
All annual control report and annual audit opinion for 2011 have been analysed and 
internal consultation between the other concerned DGs' took place in case a of common 
Audit authorities. The results of this analysis were taken into account among other 
sources for the Annual Activity Reports.  

In relation to their audit work, the national Audit Authorities are obliged to draw their 
conclusions with a high level of assurance. In this respect, the Commission has 
considered that this assurance level should be no lower than 95%. This level of assurance 
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can be obtained by combined the results of system audits with those obtained from the 
audits of operations. As such, the current methodology and regulatory requirements 
provide a more reliable basis than the audits of 5% of the expenditure required under the 
2000-2006 programming period. 

The audit directorates/units will follow-up the conclusions drawn from the analysis of the 
annual control reports, annual audit opinions, annual summaries and national 
declarations. 

Fact-finding missions will be carried out early 2013 in regard to the reports submitted by 
audit authorities by end 2012.  

The existing guidance on annual control reports and on sampling may be subject to 
further improvements in 2012.  

As it regards the annual summaries to be submitted by the Member States each year, and 
which stems from an obligation under the Financial Regulation, it is useful to recall that 
the European Court of Auditors reported in its 2008 and 2009 Annual Reports that the 
Commission supervised the annual summaries exercise well. The Commission revised 
the guidance for the 2009 Summaries (submitted in February 2010) and reiterated its 
encouragement to the Member States to add value to the summaries by providing 
additional information which is not communicated in other reports. This can be done by 
analysing the functioning of systems, diagnosing problems and their solutions, describing 
good practices and providing a declaration as to the degree of assurance the Member 
States derive from their systems. The revised guidance note takes on board some of the 
recommendations formulated in the study of 5 June 2009 on the annual summaries 
commissioned by the European Parliament. 

In 2012 twenty-seven Member States have complied with the minimum requirements of 
the Financial Regulation regarding information to be provided. Where necessary, 
Member States which have not completely followed the recommendations in the 
Commission's guidance note, have been requested to provide the additional information 

However an independent study on the added value of annual summaries, contracted out 
by the audit Directorate of DG REGIO, concluded that there is little evidence that the 
annual summary has proved an important part of the information for the annual activity 
report produced by each Directorate general.  

Four Member States have submitted national declarations. The Commission has 
examined the added value of these declarations and it considers that the information 
contained in three out of the four national declarations (the Netherlands being the 
exception) is almost identical to the information already provided by the Member States 
in other reports (Annual Summaries, Annual Control Reports).       

3.2.3 Capacity-building activities  

Capacity-building activities aim at reinforcing and increasing the capacity of the 
programmes authorities to carry out their respective tasks foreseen under the regulations. 
In addition to providing guidance and training to audit authorities, the contribution of the 
Structural actions DGs' to the strategy for capacity-building covers, for the audit 
authorities, the organisation of annual bilateral control meetings, of technical ad-hoc 
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meetings and the annual "Homologues" meeting where specific to the audit issues are 
discussed for enhancing the a common understanding between the Commission and the 
audit authorities.  

In line with Article 73 of Council Regulation 1083/2006, and 1198/2006 Structural 
actions DGs' will continue organising annual bilateral coordination meetings with 
Member States jointly for the purpose of optimal coordination of resources and sharing 
of audit results. The standard agenda for the annual bilateral coordination meetings 
focuses on the monitoring of the audit authorities’ strategy and audit plans, and covers 
notably issues arising from the annual control reports and opinions, key audit findings 
and recommendations from national and EU audit activities, Member State's risk 
assessment and implementation of the detailed audit planning and the Commission's 
audit strategy and audit plans.  

In addition, a technical meeting was organised in Brussels (4 June 2012) where sampling 
techniques, the implementation of the single audit concept and the draft guidelines for 
closure 2007-13 was discussed.  

The annual meeting with the "Homologues" this year will be organised by the Lithuanian 
audit authority in Vilnius in September 2012. The subjects of the workshops will treat, 
sampling methods, financial instruments, State Aid, and cost-benefit analysis.    

The above mentioned capacity building actions are carried out in order to mitigate the 
risks in specific areas, identified following the errors reported in the Annual Control 
Reports, the national audit reports, the results of the audit activity, for the 2007-2013 
programmes and Commission's Communication on the analysis of errors in the Cohesion 
policy for the years 2006-2009 SEC (2011) 1179 05.10.2011.  

3.2.4 Enquiry on the work of the Audit Authorities 

The regulatory framework for the 2007-2013 programming period gives the audit 
authority the principal responsibility to provide assurance to the Commission through the 
annual control report and the annual opinion on the effective functioning of the 
management and control systems, and as a consequence the legality and regularity of the 
expenditure certified, in accordance with Article 62 (1) (d) of Council Regulation (EC) 
No 1083/2006 and Article 61 (1) (e) of Council Regulation (EC) 1083/2006. 

Notably, the results of this enquiry, combined with the assessment of the effective 
functioning of the entire management and control system for each operational 
programme, as well as other audit information (ECA audits etc), provide the basis for the 
Structural actions DGs to implement the provisions of Article 73 paragraphs 2 and 3 of 
the Council Regulation (EC) No 1083/2006 and 1198/2006. When implemented the 
Commission may conclude that it can rely principally on the opinion provided by the 
audit authority and may limit its own on-the-spot audits.   

The objective is to create synergies between the Structural actions DGs' audit plans and 
to rely on the results of each other's' audit activity in order to avoid overlapping, to 
complement and reinforce each DGs assurance building process. This cooperation was 
reflected to an Inter-Service agreement approved by the Audit Directors on 26.05.2011. 
The agreement foresees for the exchange of audit results in case of common audit 
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authorities and where possible on joint audit missions (for example MT).  These results 
are taken into consideration fully (for example DE: Schleswig-Holstein and BE: 
Wallonia) or partially (for example CY, EE, SI) by the other DGs in view to assess the 
possibility to grant an Art.73.    

Under this enquiry the high risk/high priority audit authorities which were planned to be 
reviewed by DG REGIO amount to 28 out of 81 audit authorities responsible for 
mainstream programmes (Phase I).  In addition following the results of the audit work 
carried out until 2010 it was decided that it was necessary to increase coverage for 
concluding on the implementation of art.73. Therefore a Phase II of the enquiry was 
launched in June 2011. The objective of this phase II was to conclude on the remaining 
work on the high risk audit authorities and adding another 12 audit authorities of medium 
or low risk.  

The 40 audit authorities selected represent coverage of approximately 96% of the total 
volume of funds allocated for the ERDF and CF.   

As at the end of 2011, 127 audit missions covering fully or partially 34 audit authorities 
have been carried out under the EPM Phase I and Phase II.  

It is foreseen that by end of 2012, after the finalisation of the contradictory procedures, 
DG REGIO will be able to conclude, based on the cumulative audit work carried out, 
under this enquiry that it can rely in principal on the audit work of 25 audit authorities. 
However the implementation of the single audit concept for the programmes covered by 
these audit authorities depends on whether the entire management and control system is 
without or minor qualifications.   

Currently up to 49 programmes covered by 13 audit authorities, representing 17% of the 
total ERDF allocation, meet all conditions for the implementation of Article 73: ES (1), 
SI (1), PL (16 ), PT (10 ), DE (6) (Sachsen, Mecklenburg-Vorpommern, Niedersachsen–
two programmes, Transport, Schleswig-Holstein), FI (4), SE (8 ) CY (1 ),  BE/Wallonia 
(2). Notification letters have been sent out to all concerned authorities.  

For the period 2012-2013, an updated risk assessment exercise was carried out for all the 
audit authorities. For the 40 audit authorities already covered by the phase I and II, three 
groups of risk were identified (low, medium and high) where audit work for the low risk 
group the audit work will primarily focus on the monitoring of the conditions led to grant 
an article 73, and the execution of follow-up missions in view to issue an article 73 letter.  
For the medium risk group an additional module 4 (re-performance of audits on 
operations) will be carried out, as well as audit work to complete the 4 modules of the 
enquiry. 
As it concerns the high risk group further audit work needs to be carried out for 
improving the reliability of the work of these audit authorities. 

As the 41 audit authorities not covered by the phase I and II which represent only 4% of 
the total ERDF/CF allocation two risk groups were identified (high and low). For the 
high risk group audit work will be carried out to assess actions plans related to the 
interruption of payments. For the low risk group the audit work has been brought forward 
to the second semester of 2012 and the first semester of 2013 for these audit authorities 
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who are potential candidates for an article 73 in line with the current proposal for 2014-
2020.  

The ESF audit units will select a sample of 40 to 45 Annual Control Reports (ACR) 
annually with a view of re-performing 8 operations audited in the framework of the 
statistical sample selected by the national Audit Authority. 

By doing so, the audit units will assess the quality of the audit work of the Audit 
Authority concerned. The re-performance of audit authority audit work encompasses 
three main objectives: 

 To obtain assurance on the effective functioning of the Audit Authorities' 
work and to rely on their conclusions mentioned in the ACR and AO 2011; 

 To determine and measure the quality of their audits; 

 To identify areas of concern and to develop guidance and training in order to 
increase the quality of the work performed by the Audit Authorities. 

The audit of the sample of ACRs will absorb a considerable part of the human resources 
available. The sample of Operational programmes is selected on the basis of the 
following risk criteria: 

 Completeness of the ACR 

 Significant changes in management and control systems; 

 Implementation of the audit strategy; 

 Results of Commission's audits of the Audit Authority; 

 Conclusions and follow-up from system audits are clear; 

 
 Coherence between ACR, audit opinion and national audits; 

 Financial volume of the Operational programme (impact measurement) 

 Operational Programmes not audited yet. 

In those cases where the audit of a sample of operations would show that insufficient 
reliance can be obtained from the AA's work, the DG EMPL audit units will identify the 
areas of concern and launch specific audits in order to address these deficiencies.  

DG MARE has performed a risk analysis taking into account the financial execution of 
the EFF at end of 2011, the results of the compliance assessment exercise, the need to 
cover the specific EFF audit authorities and the extent of reliance on the work of other 
Structural actions DGs for common audit authorities.  In terms of audit coverage, 13 out 
of 26 AA have been audited representing over 85% in terms of payments made by end of 
2011. 
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From the risk assessment exercise 8 operational programmes had been identified as high 
risk. For 6 operational programmes the audit authority is a common one and modules 1, 2 
& 3 of the main EPM have already been audited by the other Structural actions DGs. 
This will be taken into account when preparing the mission planning memorandum and 
the work to be carried out will be adapted in order to complement and not overlap the 
audit work already carried out.  

These 8 operational programmes and their audit authorities are representing 44% of the 
total EFF amount paid in 2011. The audit plan for 2012 foresees 11audit missions under 
this enquiry. 
   
The results of this work will provide one source of support for the provisions of Article 
73 paragraphs 2 and 3 of the Council Regulation No 1083/2006 and 1198/2006, whereby 
the Commission can conclude that it can rely principally on the opinion provided by the 
audit authority and limit its own on the spot audits.     

3.2.5 Audit of most risky programmes/processes/authorities   

In cases where, from the review of the high risk Audit Authorities, deficiencies are being 
identified which could jeopardise the assurance to be provided on the functioning of the 
management and control system, there is a need to bridge the assurance gap by carrying 
out complementary audit work directly at the level of the MA/ intermediate body and/or 
final beneficiary. In such cases audits will be carried out tailored to specific risks 
identified e.g. management verifications, public procurement, State aid, financial 
instruments, in order to obtain reasonable assurance that the systems in the identified 
risky areas are functioning effectively to prevent and detect errors and to ensure the 
legality and regularity of operations and the accuracy of the expenditure declared to the 
Commission. In view of this, a complementary EPM has been developed "To obtain 
assurance on the functioning of the management and control systems through the audit of 
high risk Operational Programmes/ areas and horizontal themes”.  

An updated risk assessment was carried out in the beginning of 2012 taking into account 
audit work reported in the 2011 Annual Control Reports, on-going interruptions of 
payments/actions, cumulative risk above 2%, programmes under reservation, requested / 
on-going action plans and the need to verify their effective implementation on the spot  
and the corrective capacity of the managing authorities as well as the audit work carried 
out on the audit authorities under the bridging the gap enquiry.   

Following the overall assessment of results and in coherence with the analysis presented 
in the 2011 AAR, programmes / issues in the following Member States will be audited in 
2012-2013: BG (public procurement), CZ (follow-up of action plans, corrective capacity, 
and management verifications on public procurement), ES (Intermediary bodies under 
reservation), FR (follow-up of actions plans), HU (public procurement and selection of 
operations), IT (follow-up of action plans and retrospective projects), LV (follow-up of 
action plans), LT (public procurement, state aid, management verifications), RO (public 
procurement and corrective capacity), SK (management verifications on public 
procurement and revenue-generating projects), UK (public procurement and State Aid), 
PL (management verifications on revenue generating projects), and EL (public 
procurement). 
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Although the Structural Funds Regulation foresees to place more and more reliance on 
the work of the national auditors, it cannot be excluded that some programmes will 
continue to show weaknesses in management and control systems. For these 
programmes, the DG EMPL audit units may carry out system audits in order to identify 
the corrective measures needed and the risk exposure. This will be determined on the 
basis of an analysis at Operational Programme level: number of implementing bodies, 
results of Commission and audit authority audits of managing and certifying authorities, 
audit opinion by audit authority 

The ESF audit units have carried out a considerable number of audits, so far, with 
varying results. For those Operational Programmes for which action plans and/or 
financial corrections were implemented in previous years, a follow up on the 
effectiveness of these action plans needs to be carried out. In the framework of the 
drafting of the audit plan, the audit units will therefore identify those Operational 
programmes for which the implementation of an action plan is already on-going and the 
first results available. 

Considering also the increased number of audits carried out by the ECA, the audit units 
will assess the need for follow up activities based on ECA audit results. 

DG MARE has planned 3 audit missions to FR, RO and PL for 2012 under the new 
complementary EPM "Bridging the assurance gap". 

3.2.6 Financial instruments (FIs) 

With the increase of Structural Funds allocation to financial instruments, audits 
specifically targeted to their use have become more relevant, while until 2011 financial 
instruments had been included in the scope of general audits carried out by the 
Commission and the audit authorities. 

 In 2011, DG REGIO thus developed a methodological framework for the audit of 
financial instruments, which was made available to the audit authorities in autumn 2011. 
The methodology provides a framework for the audit of both the set up and the 
functioning of financial instruments and covers aspects of legality/regularity, as well as 
sound financial management principles down to the level of individual recipients. 

The overall objective of the audit enquiry is to obtain reasonable assurance that the 
management and control systems related to the set up and the implementation of 
financial instruments are functioning effectively.  

The enquiry covers several issues for which the discharge authority showed concern, 
including management costs and fees, unjustified payments to the funds, multiplier effect 
and reporting on fund implementation to the Commission.  

On the basis of the risk assessment for this audit enquiry and taking into account the 
complexity of such financial set-up as well as the status of implementation of financial 
instruments in the Member States, DG Regional Policy has covered financial instruments 
in seven Member States till June 2012 (Romania, Hungary, Germany, the United 
Kingdom, Greece, Lithuania and Poland) and 10 missions will be carried out covering 
Greece, UK, Czech Republic, Spain (Cataluña), Portugal, Slovakia (2 missions), Poland 
(2 missions) until end of 2013. 
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As there are also operations of an FIs nature financed through ESF, the DG EMPL audit 
units have carried out in 2011 a number of audits on these FIs  (3 in IT, 1 in LV), with 
varying outcome. Further attention will be given to FIs-operations with a view to alert 
the national authorities that FI should be closely monitored in order to control the risks 
linked to the fact that the verification of eligibility only occurs at the programme closure 
stage and that, until then, the costs linked to FIs are accounted in the Commission 
accounts as pre-financing of expenditure. To this purpose, 2 audit missions are planned 
in 2012 in DE for an already existing FI and in PL for a FI to be created in 2012. 

3.2.7 Enquiry on audit on recoveries 

In 2011 the budget discharge authorities have requested the Structural Actions services to 
launch a specific audit on the recoveries carried out at Member State level. Structural 
Funds DG have developed a specific "Enquiry Planning Memorandum". The scope of the 
audit is in particular covering the reliability and completeness of the accounting and data, 
including in the debtor's ledger held by the certifying authorities.   

The first batch of audits was carried in 2011 covering a sample of 32 programmes in 12 
Member States. The results are still preliminary since most of the contradictory are still 
on-going. Upon completion of this contradictory process, a final summary report on the 
audit enquiry, covering the twelve missions carried out, will be available to the discharge 
authority and the Member States. 

The enquiry is continuing and following the risk assessment carried out in Directorate 
General Regional Policy, it was concluded to carry out four audit missions to FR, IT, DE 
and LV. 

Directorate General for Maritime Affairs and Fisheries has planned two audits for 2012 
to ES and to CZ. 

In the 1st quarter of 2012, the ECA carried out an enquiry with the objective of verifying 
the accounting information sent to the Commission on withdrawals and recoveries. The 
audits done under this enquiry covered both programming periods (2000-2006 and 200-
2013). The ECA's enquiry was based on the checklist defined by the Commission for its 
own enquiry on recoveries and has focused on the work done by the Managing and 
Certifying Authorities and, where necessary, the Audit Authority. 

3.2.8 Performance audits 

The specific objective of the enquiry is to determine, on the basis of a review of the 
systems and a random sample of operations in selected Member States and for selected 
topics, the economy, efficiency and effectiveness of structural and cohesion funds 
expenditure for the specific reviewed Member States and programmes.   

Traditionally, performance audits are used as an important tool for accountability, 
together with evaluation work which is mostly carried out at the level of programmes or 
policies rather than individual operations. Performance audits will be carried out to gain 
further assurance on certain aspects of sound financial management, as a complement to 
traditional audits focusing on the functioning of management and control systems. They 
are designed to improve programme and project management at the level of the Member 
States.  
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Performance audits are conducted generally at the level of operations with a focus on 
risks relating to economy (e.g. delays/cost overruns, waste), efficiency (non-optimal use 
of resources) and effectiveness (the entity does not achieve its stated objectives).  

Two topics have been selected: selection of operations and Technical assistance. 

Based on the "Preliminary Study Memorandum" the performance audit of "selection of 
operations" in the water sector will be applied in 2012-2013 to Poland and Bulgaria.  

With regard to technical assistance, the audit focuses on capacity building (training, 
staffing, etc.) on the one hand, information, and publicity on the other. It will not just 
cover specific programmes on Technical Assistance but also Technical Assistance 
measures within a limited selection of other programmes.  

3.2.9 Assurance on the set up and functioning of the management and control 
system for IPA  

For IPA the audit objectives are:  

1) to seek reasonable assurance that the systems for the management and control of IPA 
projects are in compliance with the requirements of the annex of Commission Regulation 
(EC) 718/2007 and function effectively.  

2) to ensure an efficient implementation of IPA projects to respect regulatory obligations 
and requirements by seeking assurance that declarations of expenditure submitted to the 
Commission do not contain irregularities;  

3) to contribute to prepare candidate countries (Croatia, fYRoM, Iceland, Montenegro 
and Turkey) for the introduction of the Structural Funds by providing guidance on the 
requirements of the EU regulations; 

4) to seek reasonable assurance that the management system functions in a way which 
would enable waiving the ex-ante control by the EU Delegation and further 
decentralisation of the management system. 

In previous years the audit work consisted mainly to verify the set-up of the systems. In 
future in parallel with this verification, the next objective is to move to the phase of an 
extended decentralised implementation structure. This implies that verification audits are 
envisaged for the candidate countries in 2012 and 2013, provided that sufficient progress 
is made by the national authorities in the implementation of measures and that adequate 
improvements in tendering and contracting capacities are proven.  

3.3 Programming period 2000-06 

Structural actions DGs during the programming period 2000-06 have carried out 
substantial amount of audit activity by assessing the effectiveness of management and 
control systems of the prior to programme closure, is to reach conclusions as to whether 
the winding up declarations submitted by the national winding up bodies will be based 
on adequate audit activity and will be a reliable source of assurance for closure. The risk 
in the closure process is that there is a material level of error in the expenditure declared 
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in the final payment claim which has not been detected by the responsible national 
authorities. 

3.3.1  Enquiry on the closure of programmes for the period 2000-2006 

The closure process concerns the financial examination and acceptance of the amount 
chargeable to the EU budget by settling the outstanding EU assistance (payment/ 
recovery and/or decommitment). The multi-annual nature of expenditure and control 
cycle includes the closure process, where the Member States first and the Commission 
then perform their final checks on the legality and regularity of expenditure and make 
final corrections where necessary to any residual risk of error.   

In the 2000-2006 regulatory framework, the Member States had to audit a sample of 
operations based on risks and ensuring representativity of the main bodies and 
beneficiaries. Therefore, the error rate reported at closure by the winding-up body has to 
be carefully analysed:  all corrective actions taken by the Member States and the 
Commission during implementation have to be taken into account to conclude on the 
frequency of errors and residual risks, before evaluating possible additional corrections.  

The Commission's assurance for 2000-2006 programmes was built up over the years 
namely through substantial audit work carried out by the Structural actions DGs. As a 
result, the Commission services acquired an extensive knowledge of the audit results and 
risks related to each Member state, which provides a substantive basis for analysing the 
winding-up declarations. 

Substantial audit work was carried since 2003 in particular, in the field of public 
procurement where a specific horizontal enquiry was launched in 2005 and in the field of 
"review of the winding-up bodies" where an enquiry was launched in 2007. This enquiry 
to test the work (procedures and methods) of the winding-up bodies and verify the 
legality and regularity of expenditure declared to the Commission in the final report and 
compliance with EU legislation will continue in 2012-2013.  

The Structural actions DGs carried out an extensive audit work (desk review and on-the 
spot) during the programming period and in addition in the run-up of the closure process 
have carried out a comprehensive enquiry for reviewing the readiness and preparation of 
the winding-up bodies in order to assess the assurance it can be placed on their closure 
work underpinning the winding-up declarations. 

When analysing the closure documents, the Structural actions DGs takes into account all 
the audit and monitoring work performed during the programming period for being able 
to address any remaining risks to the Community budget. Any issue is investigated and 
additional information is requested from the Member States where necessary. In case 
weaknesses are persisting the SF DGs are analysing thoroughly each winding-up 
declaration and draw conclusions, including application of financial corrections where 
necessary.  

Therefore given the significant amount of audit work carried out by the Structural actions 
DGs over the previous years, and the high level of coverage attained from this audit 
work, the strategy of the Audit Directorates/units is to focus on the finalisation analysis 
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of the Winding-up declarations and to finalise the reports/work undertaken under the 
joint EPM on "Closure of assistance 2000-2006 in EU 25".   

The audit Directorate of DG REGIO has examined all the 379 winding-up declarations 
out of which 370 were accepted without or with a proposal for a financial correction. The 
remaining 9 are interrupted pending the analysis of the additional information or audit 
work needed to be carried out. It is foreseen to finalise them in 2012.  

For DG EMPL, 237 winding-up declarations out of 239 have been accepted without or 
with a proposal for financial correction by the Audit Directorate. The remaining 2 will be 
finalised in 2012.   

For DG MARE, 10 operational programmes had been closed out of 60 operational 
programmes. Regarding the winding-up declarations, for 47 the first analysis is 
complete; for the remaining 13 the analysis is still on-going.  From the 47 cases analysed, 
16 declarations were accepted.  Member States were requested to provide additional 
clarifications for the remaining 31 winding-up declarations which were "interrupted"; 
DG MARE has received 27 responses so far and has analysed 14 of them. There are thus 
27 winding-up declarations (14 at first analysis stage, 13 at post-interruption stage) still 
under examination. 

3.3.2 Enquiry on the closure of Cohesion fund 

For the Cohesion Fund 2000-06 there are in total 1140 projects. Actually 830 winding-up 
declarations were received out of which 763 are being analysed by DG REGIO in order 
to detect systemic irregularities and to apply corrective measures. In total 519 projects 
are closed.  

In April 2012 an update of the risk assessment was carried out taking into account the 
analysis of the winding-up declarations, the results of audit missions and the extensive 
cumulative audit work carried out on CF systems and projects in previous years . Hence 
5 audits are planned to be carried out by the end of 2013 based on the results of the risk 
assessment.   

4 ACTIONS IN RELATION WITH THE EUROPEAN PARLIAMENT, THE 

COURT OF AUDITORS AND OLAF.  

4.1 Follow-up of the European Court of Auditors' findings and recommendations 
and DAS cases 

The Structural actions DGs have in place specific organisational structures which are in 
charge of coordinating the activities of the European Court of Auditors (ECA) and in 
particular to ensure that Court auditors have full access to the people and the 
documentation concerned for the purpose of their legality/regularity or performance 
audits, to analyse and provide comments on draft audit results from the Court and to 
ensure appropriate contradictory procedures with the Court (both in writing and in 
contradictory meetings) as regards  individual findings and in relation to the Court's 
annual and special reports. The services also ensures appropriate coordination and 
contribution to the discharge procedure with the discharge authorities (Council and 
European Parliament), based on the Court's reports. The Court's audit results contribute 
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to the DGs assurance and are integrated in the audit opinion in view of the annual 
activity report. It is therefore essential that those audited entities (Member States and 
Structural actions DGs) and auditors from the Court agree on reported findings and reach 
a common understanding on the errors to be corrected. Subsequently, the Structural 
actions DGs ensure that an appropriate follow-up is given to these findings and 
recommendations, including further contradictory procedures with the Member States in 
some cases and the implementation of financial corrections where necessary.   

As of the 2011 Declaration of assurance exercise (DAS), the Court will prepare separate 
chapters for DG EMPL and DG REGIO. In practical terms, this means that different 
statistical sample of operations have been drawn for ERDF/CF/IPA for the ESF and the 
funds directly managed by DG. The sample size for ESF has increased from 60 
operations to 160 operations, covering 20 payments made for the ESF. The presence of 
Court's auditors in the closure meetings and/or the accompanying of missions have been 
determined on an ad hoc basis taking account of the risk status of the payment selected. 
By doing so, the audit units anticipated that any misunderstandings were lifted at an early 
stage and that, in case of detected irregularities or errors, the Member State authorities 
could be made aware of the important political and possibly financial implications on the 
implementation of the programme.  

The main contacts with the Court during the year usually concern the Court's annual 
report, including the findings of the Court from its audits underlying the DAS and the 
Court's extensive work on special reports. Since 2008, the procedure involves tripartite 
meetings between the Court, the Commission and the Member State at meetings arranged 
in Luxembourg by the Commission.  This process has proved effective in reducing the 
areas of disagreement with the Court and in facilitating the subsequent follow up for the 
Commission. Therefore the Commission services will continue to allocate the necessary 
audit resources to this process.   

The European Court of Auditors also makes recommendations in each Annual Report. 
The Commission takes these recommendations into consideration for its risk assessment 
and audit strategy, and implements these recommendations to the extent possible. The 
progress of these recommendations is closely monitored and updated by the Structural 
actions DGs for information and monitoring to all Commission services (and in 
particular DG BUDG in charge of coordination).  

The Court made recommendations in its Annual Report 2010, noting that since the 
adoption of 2008 Action Plan, the Commission has reinforced its supervision of national 
management and control systems for 2007-13 and it has continued its efforts to provide 
guidance to national authorities and to simplify rules. It also recommended the 
Commission to continue monitoring compliance with eligibility rules; to apply timely 
corrective actions; to further simplify eligibility rules; to enhance reporting on financial 
instruments; to provide further guidance to national authorities; and to harmonise the 
reporting periods of the Annual Control Reports with the Annual Activity Reports.  

With regard to these recommendations the Commission has taken appropriate action by: 
monitoring the eligibility rules and any weaknesses identified are taken into account for 
its risk assessment; continuing the strict policy on interruption, suspensions and financial 
corrections; providing guidance to the Member States authorities; modifying the current 
and simplifying the future legal framework for financial instruments; and proposing for 



         

 

25 

the future programming period a better alignment of the Member States reporting to the 
accounting year and the Annual Activity Report process.  

4.2 European Parliament and Council recommendations 

The European Parliament and the Council also make recommendations as part of the  
annual discharge process. The Commission takes these recommendations into 
consideration for its risk assessment and audit strategy. The progress of these 
recommendations is systematically monitored and updated by the Commission through a 
common database.  

The majority of recommendations, for Cohesion Policy, such as 'monitoring closely the 
use of Financial Instruments', 'improve and strengthen the reliability of the accounting 
chain', 'reconsider the increased use of pre-financing', 'create an effective sanctioning 
mechanism in Cohesion Policy by going on the spot before resuming payments', are 
closely monitored and implemented by incorporating them in the internal procedures of 
the DGs, including them as risk factors to the risk assessment and proposing to include in 
the new legislative framework.   

4.3 Joint Anti-Fraud Strategy 

A Joint Fraud Prevention Strategy (JFPS) is in place since 2008, in cooperation with DG 
REGIO, DG EMPL, DG MARE and OLAF9, for the purpose of contributing to 
strengthening the capacity to deal with fraud and to reinforcing cooperation with OLAF. 
The JFPS seeks to further strengthen the management and control systems through 
specific anti-fraud actions listed in annex to the JFPS document. 

More specifically, the risk of fraud has been taken into account in the audit strategy risk 
assessments, in particular as regards the enquiry on bridging the assurance gap. 
Furthermore, Commission and Member States' auditors should have sufficient knowledge 
for identifying fraud indicators. Therefore they have been provided with fraud indicators 
through the specific COCOF guidance note on fraud indicators and have been alerted to 
the risk of fraud and how to report fraud suspicions.  

In 2012 and 2013, the JFPS continues with the necessary actions related to awareness-
raising actions both internally in the DGs concerned and in the Member States. The JFPS 
is updated for 2012-2013 (Joint Anti-Fraud Strategy (JAFS) 2012-2013), and some of the 
main actions in 2012 will be: a risk scoring tool will be put in place, raising awareness on 
the Irregularity Management System (IMS), and a new module on fraud prevention 
providing assistance to the Member States' authorities for fraud prevention and detection 
will be made available in SFC 2007. OLAF's fraud prevention brochure will be 
distributed to the desk officers and auditors of the DGs and the Member States' 
authorities.  

In 2012, in collaboration with OLAF, DG REGIO, DG EMPL and DG MARE, are 
planning to produce a guidance note for Member States on fraud risk assessment and 
putting in place an anti-fraud strategy for the funds at national/regional level. This action 

                                                 

9 European Anti-Fraud Office  
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is also linked to the implementation of the requirements of the Commission's Anti-Fraud 
Strategy (CAFS) in relation to the draft regulations for 2014-2020; a specific provision 
for managing authorities to put in place risk-based, effective and proportionate anti-fraud 
measures was already included in the legislative proposals for 2014-2020.  

5 CONCLUSION 

This Joint Audit Strategy builds on the foundations set with the effective implementation 
of the Action Plan to strengthen the Commission's supervisory role and incorporates new 
actions based on the Commission's annual risk assessment. This updated Joint Audit 
Strategy for the Structural Funds and the Cohesion Fund will be sent for information to 
the Member States, the Budgetary Control Committee of the European Parliament, and to 
the European Court of Auditors.  It will be reviewed and updated, as necessary, at the 
end of each year, in order to establish a permanent framework for audit activity for 
structural actions. 
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The assurance process under structural actions 

 

Assurance on the systems is built up gradually over the programming period through 
a logical assurance chain. However, in relation to multi-annual operations carried out 
under shared or decentralised management, it cannot be guaranteed that every 
responsible authority, in every Member State, will be functioning effectively each 
year, without any deficiencies or weaknesses, so as to ensure that the expenditure 
certified to the Commission and which is subject to reimbursement from the EU 
budget is free from material error. This would be beyond the powers of the 
Commission and the Directorates General and would exceed what can be expected 
under shared management arrangements.   

Nevertheless, each programme is implemented through a management and control 
system which is audited each year by the national audit authorities, following a 
national audit strategy agreed with the Commission. This strategy aims at providing 
assurance to the Commission on the effective functioning of systems through an 
annual audit opinion based on systems audit and annual controls of samples of 
declared expenditure and operations. The Commission receives national audit 
opinions for all operational programmes at the end of each year and assesses whether 
it can principally rely on them to draw its own assurance. The Commission also 
draws assurance from other audit sources, being its own audits, the European Court 
of Auditors’ ones or from other directorates general. 

When detecting serious failings in the management and control systems through any 
audit result, the Commission will exercise its supervisory role and responsibility on 
protecting the EU budget by applying interruptions and/or suspensions of payments 
and by deciding net financial corrections if a Member State does not correct irregular 
expenditure or remedy system failures.  

The diagram below shows the assurance process at each stage of the programming 
period.



         Annex 1 

 

28 

The assurance process is thus built during three main phases, as shown above, during 
which respective tasks are defined in the regulations for both Member States and the 
Commission to discharge their responsibility and allow the Commission's supervisory 
role, to which the audit directorate contributes: 

 set-up of the management and control systems; 
 implementation; 
 closure of the programming period.  
  

The single audit concept 

The assurance process also takes into account the single audit concept. 

The overall assurance process for the Funds under shared management with the 
Member States is built on a control structure following the single audit concept (cf. 
Article 73 of Council Regulation (EC) No 1083/2006), whereby one level of control 
may rely on the work of previous controls performed by other bodies. A similar audit 
approach is applied for IPA which is implemented under decentralised management. 

Member States responsibilities for the 2007-2013 programming period include 
various management control steps, a shown in the diagram below: 

 

Set-up Closure

Review of implementation

Implementation

Audit
strategy

Compliance
assessment

Designation of authorities

Ex-ante validation 
of compliance

Design of systems

Acceptability checks before payment

On-the-spot risk based audits

Audit opinion
at closure

Closure
declaration

Review of all audit work

Operational monitoring

Follow-up of recoveries

In-depth analysis
incl. pre-closure and 

ex-post audits

Management verifications (1st level checks)

Certification of expenditure

Audits on systems and operations

Annual Activity Report

Member States

Commission

Independent review

Desk / on-the-spot review of national audit system

Opinion

Annual control
report

System
audits

Implementation
report

Certification

Declaration
of expenditure

Set-up Closure

Review of implementation

Implementation

Audit
strategy

Compliance
assessment

Designation of authorities

Ex-ante validation 
of compliance

Design of systems

Acceptability checks before payment

On-the-spot risk based audits

Audit opinion
at closure

Closure
declaration

Review of all audit work

Operational monitoring

Follow-up of recoveries

In-depth analysis
incl. pre-closure and 

ex-post audits

Management verifications (1st level checks)

Certification of expenditure

Audits on systems and operations

Annual Activity Report

Member States

Commission

Member States

Commission

Independent review

Desk / on-the-spot review of national audit system

Opinion

Annual control
report

System
audits

Implementation
report

Certification

Declaration
of expenditure

Opinion

Annual control
report

Opinion

Annual control
report

System
audits

System
audits

Implementation
report

Implementation
report

Certification

Declaration
of expenditure

Certification

Declaration
of expenditure



         Annex 1 

 

29 

Opinion

Annual control
reportSystem audits

Beneficiairies

European Commission

Certification

Managing authority

Certifying authority

Audit authority

Expenditure
Operational
checks

Audit

Declaration
of expenditure

Implementation
report

Opinion

Annual control
reportSystem audits

Beneficiairies

European Commission

Certification

Managing authority

Certifying authority

Audit authority

Expenditure
Operational
checks

Audit

Declaration
of expenditure

Implementation
report

 

 

The Member States' responsibilities include audits of the management and control 
systems and audits of operations ensured by the audit authority, of which the results 
are reported annually to the Commission in an annual control report that includes an 
audit opinion on the functioning of the systems for all operational programmes. The 
approach to single auditing foreseen in the regulations requires that the structural 
actions Directorates general make the best use of all audit information at their 
disposal. Cost/efficiency also requires avoiding duplication of audit work. Therefore 
the Commission audit work has to take into account:  

a) the compliance assessment reports and the annual control reports and audit 
opinions of the programmes audit authorities;  

b) systems audit reports received from the national audit bodies, but also from audits 
of the European Court of Auditors, from other structural actions DGs and from 
OLAF investigations; 

c) updated information obtained from the bilateral meetings with national audit 
authorities to ensure the correct monitoring of implementation;  

d) annual summaries and where available national declarations provided by the 
Member States. 

Audits are carried out in the Member States by the Commission auditors, or are 
outsourced to audit firms working under their supervision. Audit results are shared 
between the structural actions Directorates General and exchanged with Member 
States authorities. This audit work includes reperformance of national audit 
authorities' audit work, namely systems audits and audits on operations (see section 
4.2.4). The Commission has clarified in a document discussed with the audit 
authorities the steps to implement the single audit principle under Article 73. Once 
such a decision to implement Article 73 is taken for a programme, the Commission 
may decide to rely principally on the audit opinion expressed by the audit authority 
for its assurance on the concerned programme, and to concentrate its audit resources 
on other, more risky programmes. 
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Overview of audit activities year by year 

  Audit activity/enquiry 2007 2008 2009 2010 2011 2012 2013 

  2007-2013 

Review and acceptance of 
compliance assessment 
and audit strategy 
documents                                                         

  2007-2013 
Analysis of annual control 
reports and audit opinions                                                          

  2007-2013 
Review of national system 
audit reports                                                          

  2007-2013 
Review of high-risk audit 
authorities & follow-up                                                         

  2007-2013 
Review of low- to medium-
risk audit authorities                                                         

  2007-2013 
Enquiry on bridging the 
assurance gap                                                          

  2007-2013 
Implementation of Article 
73                                                          

  2007-2013 Audits on ETC                                                         

  2007-2013 Audits on IPA&ISPA                                                         

  2007-2013 Audits on EUSF                                                          
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  2007-2013 
Audits on Member States' 
recoveries                                                         

  Audit activity/enquiry 2007 2008 2009 2010 2011 2012 2013 

   2000-2006 

Audits on the functioning 
of the management and 
control systems                                                         

   2000-2006 

Completion and follow-up 
of the audits on 
management and control 
systems and action plans 
(desk work and on-the-
spot)                                                         

   2000-2006 

Audits on the reliability of 
the work of the Winding-
Up Bodies                                                         

   2000-2006 
Examination of winding-up 
declarations for ERDF                                                         

   2000-2006 
Examination of winding-up 
declarations for CF                                                         

   2000-2006 

Audit of a sample of CF 
projects to complete  
coverage where necessary 
and reperformance of a 
sample of WUDs for high-
risk WUBs                                                         

   2000-2006 Audits on ISPA                                                          
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   2000-2006 

On-the-spot verification of 
data on financial 
corrections                                                          

   2000-2006 

Examination of annual 
control reports (Article 12 
and 13)                                                         

 

Horizontal activities, coordination  and 
other audit work  2007 2008 2009 2010 2011 2012 2013 

Continuation of actions based on an 
integrated control framework and the 
tolerable risk of error and on-going actions 
under the 2008 Commission Action Plan so 
strengthen its supervisory role                                                          

Coordination with Member States (including 
annual bilateral coordination meetings with 
audit authorities                                                         

Coordination with ECA (including DAS, 
discharge and performance audits)                                                         

Coordination with OLAF (including the Joint 
Fraud Prevention Strategy)                                                         

Coordination with other Structural actions 
audit services                                                         

Contribution to 
the Annual 
Activity report                                                            
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Review of annual summaries and national 
declarations                                                          

Launch of pilot performance audits                                                          

 

 

 

 

 

 

 

 

 

 

 


