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1 INTRODUCTION 

The European Social Fund (ESF) co-finances many thousands of projects annually, 
implemented as part of one of the 117 operational programmes. It is estimated that, on a 
yearly basis, approximately 15 million people participate in an ESF supported project.  

Ensuring appropriate checks on the ESF implementation, delivery and expenditure poses 
a considerable challenge for the responsible national and regional authorities as well as 
for the Commission. The first and most important verification on delivery/ 
implementation is done by, or under the responsibility of, the entity responsible for the 
programme implementation i.e. the managing authority. These "management 
verifications" and the weaknesses in their execution by managing authorities, or the so-
called intermediate bodies to which they may be delegated, are the theme of this report. 

2  WHAT ARE MANAGEMENT VERIFICATIONS 

The managing authority designated by the Member State is responsible for managing and 
implementing the operational programme in accordance with the principle of sound 
financial management. In this regard, the managing authority is responsible, inter alia,  
for  selecting operations, verifying expenditure declared by beneficiaries, ensuring proper 
accounting records and audit trail for each operation, ensuring that evaluations are 
conducted and drawing up the annual and final reports on implementation.  

Management verifications as required under Structural Funds regulations are carried out 
in order to verify the delivery of the co-financed products and services in accordance 
with the approval decision, the reality and correctness of expenditure claimed and the 
compliance of operations and expenditure claimed with Community and national rules. 

From a broader perspective, and as illustrated in the graph below, management 
verifications -also called "first level checks"-, constitute the first line of defence in the 
management and control systems set up by each Member State for the implementation of 
the ESF. This first line of defence is complemented by the controls conducted by the 
certifying authority and the audit authority designated by the Member States for each 
operational programme and, ultimately, by the supervisory controls conducted by the 
Commission. As such, they are a fundamental pillar in the assurance framework. 
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3 REGULATORY REQUIREMENTS 

Article 13(2) of Regulation (EC) No 1828/2006 requires that the verifications to be 
carried out by the managing authority under Article 60(b) of Regulation (EC) No 
1083/2006 shall cover administrative, financial, technical and physical aspects of 
operations, as appropriate. 

Article 13(2) also indicates that management verifications comprise two key elements 
namely, administrative verifications (i.e. desk-based verifications) in respect of each 
application for reimbursement by beneficiaries and on-the-spot verifications of individual 
operations. 

All applications for reimbursement by beneficiaries, whether intermediate or final 
applications, should be subject to administrative verifications based on an examination of 
the claim and relevant supporting documentation such as invoices, delivery notes, bank 
statements, progress reports and timesheets.  

Although management verifications of 100% of the applications for reimbursement 
submitted by beneficiaries are required by the Regulation, verification of each individual 
expenditure item and the related proof of delivery included in an application may not 
always be practical or feasible, taking into account the cost/benefits of control. 
Therefore, selection of the expenditure items to be verified, where justified, may be done 
on a sample of transactions, selected taking account of risk factors (value of items, type 
of beneficiary, past experience), and complemented by a random sample where 
considered necessary. 

Administrative verifications are not sufficient on their own to give assurance on all 
elements concerning the legality and regularity of expenditure and it is therefore essential 
that on-the-spot verifications are carried out in order to check in particular the reality of 
the operation, delivery of the product/service in full compliance with the terms and 
conditions of the grant agreement, physical progress, respect for Community rules on 
publicity, and full compliance with public procurement procedures. 

The managing authority should then be in a position to demonstrate, through adequate 
documentation of the management verifications carried out, that the overall intensity of 
verifications, both administrative and on-the-spot, is sufficient to give reasonable 
assurance of the legality and regularity of the expenditure co-financed under the 
operational programme. 

4 WHY WE DID THIS ENQUIRY 

The Court of Auditors' Annual Reports 2011 and 2012 report on the ESF error frequency 
and on the percentage of those errors that could have been detected by managing 
authorities before certification. The respective error frequencies are 40% and 35%. From 
these, respectively 76% and 67% of the errors detected in the course of the DAS 
exercises could have been detected by managing authorities before certification, 
according to the Court. This result clearly indicates a significant and recurring weakness 
in management verifications. 

In the framework of the Discharge of the 2011 Budget, the EU Parliament expressed its 
concern about 'the fact that for 76% of the transactions affected by error, sufficient 
information was available to Member States' authorities to have detected and corrected 
at least some of the errors prior to certifying the expenditure to the Commission'. 
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The EU Parliament further 'agreed with the Commission that particular emphasis should 
be given to: 

– improving the declaration of costs and their verification at national/regional 
level,  

– supporting the management and control authorities in identifying the main 
sources of errors in the most critical operational programmes,  

– using increasingly the "Simplified Cost Options" providing for reimbursements 
based on standard scales of unit costs, indirect costs according to a predefined 
flat rate percentage of direct project costs, as well as lump sum payments;' 

Therefore DG EMPL included in its audit plan for 2013 a specific thematic audit in order 
to evaluate and verify, on a risk basis, whether: 

– Adequate management and control systems have been put in place and whether 
these function effectively and efficiently in order to ensure that all underlying 
transactions are legal and regular; 

– Actions that are co-financed by the ESF are implemented respecting the 
community regulations in force, including sound and efficient management 
principles, and expenditure to be declared to and reimbursed by the ESF is correct 
and eligible. 

 
The overall objective of this thematic audit was to evaluate the extent to which the 
management and control systems (MCS) in connection with the verification process 
function effectively to prevent, detect and correct errors and irregularities, and obtain 
assurance on the legality and regularity of the expenditure declared to the Commission.  

Taking into account the recurrent deficiencies in the management verification process 
observed throughout previous national or Commission audits, the enquiry also aimed to 
identify the root causes and possible remedies or areas of improvement in order to 
strengthen the verification process. 

Concerning the use of Simplified Cost Options, it should be noted that DG EMPL has 
prepared in November 2013 a separate report on 'Simplification and Gold-plating in the 
European Social Fund'. 

5 WHAT WE DID 

On the basis of a risk analysis, DG EMPL identified 8 operational programmes for which 
it decided to carry out a re-verification of a sample of operations that were the subject of 
management verifications. This risk analysis was based on the results of the annual 
control reports 2012. A large majority of operational programmes selected were 
programmes showing confirmed and consistently high error rates for which it could be 
concluded that the management verification process was to a large extent deficient1. 

Programmes from the following Member States were selected: Denmark, Slovak 
Republic (2), Spain, Ireland, Estonia and Germany (2). 

                                                 
1 There were also programmes selected, e.g. Denmark, for which the results could serve for the 

identification of good practices. 
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The audits were carried out mainly in the first half of 20132. In some cases, the audit 
findings confirmed DG EMPL previous assessment of the MCS and interruptions/ 
suspensions were launched or continued. The audit teams consisted of DG EMPL 
auditors assisted, in some cases, by auditors from an external company. 

6 WHAT WE FOUND 

This overview report summarises the main results of the thematic audit conducted. In 
order to complement, where appropriate, the findings of the thematic audit, the overview 
report also draws on similar findings concerning management verifications identified in 
other audit engagements (more than 70 audit missions) conducted in 2013.  

6.1 Formal nature of management verifications 

In several cases, the EMPL auditors found that the management verifications 
were carried out on a merely formal basis thus allegedly respecting the 
requirements of the regulations. The audit showed however that the 
verifications miss a critical eye on the expenditure declared. As a result, 
costs were certified to the Commission which had no added value or no link 
with the project. 

 

Box 1: examples of formal controls3 

                                                 
2 Estonia will be conducted in November and Thüringen in December. 

3 From two operational programmes. 

i) The beneficiary purchased some didactic tools/sport equipment (e.g. mattress, 
rackets) on 15th of June 2012. The Project activities were completed at the end of 
June 2012. Therefore, in this case the audit team considered that the equipment 
purchased could not have been efficiently used for the purpose of implementation 
of the Project. 

ii) The beneficiary purchased e-readers on 20th of January 2011. The Project was 
completed at the end of January 2011. Therefore, the audit team considered that 
the equipment purchased could not have been efficiently used for the purpose of 
implementation of the Project. 

It should also be noted that the offers were evaluated on the same day as the 
goods were delivered to the beneficiary (20 January 2011) while the order date 
was set only 4 days later (24 January 2011). 

iii) The beneficiary implemented a project aimed at practical training of students 
in the field of tourism through one of its network centres within the region.  

The main part of the declared costs relate to salaries of professors during 
theoretical and practical training. The reconciliation of the expenditure 
declaration with the presence sheets and with the invoices demonstrated 
deviations. In some cases, hourly rates for trainings were higher in some months 
compared to the subsequent months without a clear indication of the reasons. The 
error has a financial impact representing 7% of the expenditure audited for the 
project.  

Secondly, one of the training modules from a different course had been claimed 
to this project and although this inconsistency had been discovered in April 2011 
by the beneficiary, the error was not corrected in the certification to the 
Commission. The error had a financial impact representing 11.1% of the 
expenditure audited for the project. 
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6.2 Irregularities in Public Procurement procedures 

The Court of Auditors' audits in the context of the 2012 DAS revealed that 
public procurement errors account for 29 % of all quantifiable errors 
and make up approximately 26% of the estimated error rate for the 
Employment and Social Affairs policy area.  

Similarly, the Commission's audits, including the specific audits undertaken 
in the context of this report, have also highlighted that the management 
verifications on projects implementing (part of) their activities through 
public procurement should be strengthened. In many cases, breaches in 
public procurement procedures were not identified by the management 
verifications, although on-the-spot controls were carried out by the 
managing authority or its intermediate body. 

Box 2: examples of breaches in public procurement not identified4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
4 From one operational programme. 

i) Discriminatory or over-restrictive selection criteria  

The tender specifications required that a potential supplier should have 
experience in the trainings in computer literacy of at least 4,000 teachers.  

The audit team considered that the requirement of having an experience in 
training in computer literacy of at least 4,000 teachers is not adequately justified 
compared to the nature, importance and use of the services, and consequently 
assessed these specifications as discriminatory and unduly over-restrictive.  

Further, the tender specifications required that a potential supplier should provide 
a reference to the principal contracts for each of the past three years (i.e. 2006, 
2007 and 2008. 

Article 48a(ii) of the Public Procurement Directive stipulates that the technical 
and/or professional abilities of the economic operators may be demonstrated by 
"a list of the principal deliveries effected or the main services provided in the 
past three years, with the sums, dates and recipients". However, in the tender 
documentation an example stipulated that "The list must contain at least 
4 delivered supply contracts of ICT equipment in each of calendar years 2006, 
2007 and 2008 (i.e. minimum 12 contracts)… minimum one of these contracts in 
each of the years 2006, 2007 and 2008 must be above € 3 million including VAT 
…". Again, this is considered as an example of over-restrictive requirements. 

ii) Conflict of interest 

The chairman of the Evaluation Committee for the public procurement was also 
an employee of a company which is the leading company of the consortium that 
submitted the offer. It should be noted that the aforesaid person was also 
designated by the contracting authority as the authorised person to carry out the 
public procurement procedures, i.e. he was responsible for the whole 
management of the public procurement (preparation of the tender, drafting of the 
tender specification, documents, etc.). 
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iii) Splitting of offers in order to avoid Public Procurement procedures 

The beneficiary tendered separately three purchases of similar ITC equipment. 

If all the purchases were combined, stricter public procurement rules should have 
been applied. This leads to the conclusion that the purchases were split in order to 
avoid the application of stricter rules with stricter requirements on the degree of 
advertising and transparency and consequently this affected the competition and 
the selection of the most advantageous offer. 
 

 

6.3 Insufficient structure/organisation by the managing authority (MA) or the 
intermediate body (IB) 

Audits undertaken by the Commission show that the selection and approval 
of projects very often lacks a critical assessment of the management capacity 
of the managing authority/intermediate body. The Commission has observed 
that regularly an important number of (small value) projects are approved 
without considering the implications on the guidance and training needed for 
the beneficiaries, the cost verifications to be carried out by the MA/IB, the 
risk management required to identify high risk projects and, the added value 
or the impact on the labour market these small value items might have.  

As a consequence, beneficiaries are insufficiently aware of the requirements 
governing the implementation of ESF projects such as i.e. the need to have a 
separate accounting code/system. A second, important, consequence is that 
the MA/IB has insufficient staff to adequately and effectively monitor the 
projects approved. This leads very often to a situation whereby parts of the 
projects (below a certain threshold) are exempt from management 
verification. In other cases, the supervision and/or control of projects is 
outsourced to external companies. The latter situation has however a 
negative effect on the budget available for Technical Assistance and it is 
noted that these costs are, in fact, charged to the beneficiary. The MA/IB 
thus avoids the threshold capping of the Technical Assistance budget as set 
out in Article 46§1 of Council Regulation 1083/2006.  
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Box 3: examples of inefficient organisation of the MA/IB5 

 

 

 

 

 

 

 

 

 

6.4 Lack of training and supervision in case of delegation of responsibilities 

Many MAs depend on their IBs to carry out the management verifications. 
These IBs have often more or better experience in dealing with the 
operational side of the subject matter and hence the MA's choice to allocate 
responsibilities to these IBs is often justified. It has been observed, however, 
that these IBs get little or no training on the administrative side of the 
process and hence, the competence and the capacity to carry out effective 
management verifications is often lacking. As a result, the assurance process 
is seriously undermined. 

MAs provide some guidelines or checklists to the IBs but supervise only 
seldom the quality, scope and effectiveness of the management verifications. 
As a result, the reliance of the higher levels in the cascade on the IBs to 
provide assurance as to the legality, regularity and eligibility of the 
expenditure declared is unfounded. It has also been observed that in case the 
MA or IB carry out management verifications, the scope and nature of these 
verifications cannot or can insufficiently be demonstrated. 

                                                 
5 From one operational programme..  

i) In one case observed, the IB carries out the administrative verifications in case 
the IB2 is itself beneficiary for contracts and direct execution. These 
administrative verifications have been carried out on a sample basis of the 
operations certified (usually minimum 25% or less in case of lower risk) instead 
of at a 100% rate as required by Article 13§2(a) of Regulation 1828/2006. 

Moreover, projects with a value below 18.000 EUR+ VAT are totally excluded 
from the administrative verifications and hence escape from any form of control. 

ii) In another case, the MA has entered into a framework contract with an 
external audit company which carries out the management verifications, act as a 
helpline and evaluates the administrative capacity. These costs, which generally 
exceed normal salary scales, are paid by the beneficiaries and are not taken from 
the Technical Assistance budget despite the fact that the activities undertaken 
fall under the scope of the TA budget. 
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Box 4: Examples of inadequate delegation of responsibilities6 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
6 From three operational programmes 

i) Although there are procedures established by the MA on the management 
verifications, in practice the checklists used for the verification of payment 
claims by the MA are not substantiated. It is presumed that procedures have 
been followed when no observations are made. 

ii) In another case, the IB had provided a standard checklist to the IB2 to carry 
out the administrative verifications. Each IB2 also has its own manual, where 
specific checklists for each action are provided. Although the framework of 
these checklists is highly qualitative and offers a good level of details, they are 
often not fully completed by the persons in charge of the administrative 
verifications at different IB2 level, hence hindering the quality supervision by a 
higher level in the cascade.  

For operations, FTC/2010/27/03 and ECON/2010/721/03, the administrative 
checklists did not offer any detail linked to the verification of the reality of the 
project. As a result, there is no evidence to support that this check has been 
carried out and that, as a consequence, assurance is gained on the correct 
execution of the project. This fact also casts doubts on the assurance gained by 
the IBs quality review as expenditure declared cannot be reconciled to activities 
and hence, their eligibility is not guaranteed. 

iii) In the case observed, the intermediate body and the beneficiary belong to the 
same organisation. Although no administrative agreement or other formal 
document exists between the intermediate body and the public beneficiary body 
(PBB), on the spot management verifications in relation to incurred expenditure 
are carried out by both, i.e. the IB and the beneficiary, where the higher level 
(e.g. IB) relies on the management declarations issued by the lower level (e.g. 
PBB). It is worth noting that the PBB is structured around a central headquarter 
and regional training centres. 

The EC Audit team reviewed this process only at IB and MA levels, as for the 
expenditure within the scope of our audit the routine procedure for on-the-spot 
verification of a sample of transactions was substituted, in this case, by an 
exceptional, complete nation-wide review of the expenditure incurred and 
declared by the Regional Centres. At the level of IB, our audit included a system 
part at Head Office and a transactions visit part at regional centre level.  

Based on the review of the working papers at IB level and on interviews with 
the appropriate officials, it was established that the conclusions of on-the-spot 
management verifications did not include the analysis of the procedures or the 
financial reports produced by the bodies involved in the ESF cascade, i.e. the 
Regional Centres. In the absence of a written procedure, it was not possible for 
the EC audit team to re-perform the methodology followed in order to select the 
sample for the on-the-spot verifications.  
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6.5   Management verifications carried out after certification of expenditure 

Besides the specific findings in the context of the thematic audit conducted 
on management verifications, the EMPL auditors discovered, during their 
normal audit work, situations in which the management verifications were 
carried out after expenditure had been certified to the Commission. In many 
cases, this situation was provoked by (i) a lack of resources, (ii) the pressure 
to meet the requirements of the decommitment rules. 

Box 5: Examples of ex-post management verifications7 

 

 

                                                 
7 From three operational programmes. 

i) In one case, the auditors found that expenditure was certified to the 
Commission but the management verifications were carried out after this 
certification. This practice, which has been observed in other cases, is often due 
to the pressure in order to avoid decommitment due to the N+2/N+3 rule, or to 
budgetary constraints, and poses a significant risk that irregularities are only 
identified, after reimbursement by the Commission. Furthermore, this situation 
also led to difficulties and confusion when the audit authority conducted its 
regulatory audit work and proposed extrapolated financial corrections.  

ii) – In another case, an important delay was noted regarding on-the-spot 
verifications of individual operations. No such verifications were made 
on expenditure declared in 2010, 2011 and 2012 before the 
certification to the Commission was made. In September 2011 no 
sampling was carried out on 2010 expenditure because the new MCS had 
just entered into force and the MA wanted to wait for the MCS to be fully 
operational. In 2012 the MA carried out on-the-spot verifications on a 
sample basis on expenditure declared in 2010, in 2013 the MA would 
draw the sample for 2011 and possibly for 2012 with the aim of 
recovering the backlog.  

iii) In one case, the MA could not finalise its verification activities in 
time and was faced with an N+2 de-commitment. The MA then decided 
to declare the expenditure to the Commission after withholding 10% of 
the total amount as a "contingency reserve". Although the practice was 
intended by the MA to be prudent, the action led to a loss of audit trail 
and restoring the audit trail took considerable effort, leading to further 
financial corrections. 
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7 WHAT CAUSES THE PROBLEMS 

(i) Lack of competence: When tasks are delegated by the higher level 
body in the control cascade, there is very often insufficient 
attention paid to the level of competence of people carrying out the 
management verification. Project officers are, in general, very well 
aware of what the project is all about and how its implementation 
is progressing, but lack the technical skills to carry out the 
financial verifications related to the eligibility of expenditure. This 
problem is further aggravated by the need to address complex 
issues concerning, for instance, State Aid or Public Procurement. 

(ii) Timing pressure and insufficient MA/IB administrative capacity 
analysis: Projects are sometimes approved under strong pressure 
because there is ample budget available and because there is a 
need to spend the funds by a certain deadline in order to avoid 
N+2 or N+3 de-commitment. This leads to the acceptance of 
sometimes high volumes of (small value) projects. The staffing 
levels available, and their work organisation, to verify the 
expenditure declared by these projects are often insufficient and 
the verifications are not done in an effective manner or, 
verifications suffer from important delays. A secondary effect 
created by this approach is that the funding invested risks losing a 
certain level of positive impact on the labour market as there is 
hardly any concentration of activities. 

(iii) Insufficient guidance and training for beneficiaries: Beneficiaries 
need to take account of the National as well as European 
Regulations. This creates very often a complexity whereby a 
beneficiary does not have the competence or capability to ensure 
that all expenditure is eligible. The MA/IBs limit their "training 
and guidance" activities regularly to issuing a beneficiary manual. 
This manual then contains all relevant regulations. However, not 
all beneficiaries – very often NGOs or public administrations – 
take the time to properly study the manual. 

(iv)  Absence of supervision of verification activities: Whenever a MA 
delegates (part of the) tasks to IB – or even to second level IBs – it 
is supposed to supervise the correct execution and implementation 
of these tasks. In practice however, it is often noticed that the 
supervisory activities are limited to the receipt of a summary 
document stating that all verifications have taken place and that 
expenditure is eligible, legal and regular. The absence of a close 
monitoring, combined with a review of the verification activities 
(what gets measured, gets done), leads in many cases to a decrease 
of assurance. 
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8 WHAT WE RECOMMENDED 

Considering all audit findings that have substantiated this report, and the analysis 
that precedes this section, the following recommendations have been formulated by 
the Commission. They do not apply across the board to each Operational 
Programme, but should be carefully considered by all managing authorities taking 
into account the specificities of their situation. 

(i) Implement Simplified Cost Options (SCO): The main 
recommendation issued and also the one which has, in the auditors' 
view, the biggest impact in terms of providing assurance, is the 
implementation of SCO. The emphasis of checking and 
approving costs incurred under the 'actual incurred expenditure' 
option is cumbersome, leads to the non-detection of irregularities 
and requires sufficient staff who are well acquainted with financial 
management of projects. Implementing SCO also impacts on the 
number of operations that can be managed since the (financial) 
administration of budget approval, cost claim verification and 
certification of expenditure to the Commission would allow for an 
increased number of projects to be managed by a person or 
department. Reference is made to the separate report prepared by 
DG EMPL concerning simplification, where the current state of 
play of the implementation of SCO and the prospects for the next 
programming period are analysed in depth. 

(ii) Approve what you can manage: In the absence of SCO, it is of 
outmost importance that MA/IBs approve what they can 
manage. This, of course, requires a sound process of analysis as to 
the actual situation in terms of number of projects/person as 
compared to a workable situation. Approving less projects but with 
a bigger impact might also have a positive effect on the outcome 
and outputs of the programmes in terms of people trained and 
people getting into jobs. 

(iii) Increase competence by creating dedicated cost verification 
teams: The decentralisation of verification over various 
departments/units in the MA/IB or, as seen in some cases, in IB2, 
generally leads to a loss of efficiency and exchange of experience. 
As a result, a certain stagnation in obtaining adequate results may 
occur, leading to reduced effectiveness of the verifications. A 
concentration of efforts in the form of dedicated teams has been 
identified as a best practice. A second recommendation in this 
respect is that staff should receive regular and dedicated 
training on the matters related to the implementation of the 
projects. This training should be regularly repeated. 

(iv)  Control on-the-spot, at the level of beneficiaries: The verifications 
carried out by the MA/IB should be at the level of the beneficiary. 
The fact that supporting documents are submitted with a payment 
claim does not guarantee that expenditure is eligible for co-
funding.  
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(v) Supervise your 'delegated bodies': Whenever tasks are delegated, 
there is a need for the MA to monitor closely and thoroughly the 
results of verifications, preferably accompanied by review and re-
performance of the control activities. The error rate established by 
the Audit Authority is a strong indicator for the effectiveness of 
the MCS and, in case error rates are above the materiality 
threshold, the MA should analyse the nature and frequency of 
errors and suggest modifications where needed in order to make 
the systems more robust. 

9 WHICH STEPS WE HAVE TAKEN TO DATE TO REMEDY THE PROBLEMS 

9.1 Simplification seminars 

Based on the information obtained through a survey conducted in 2012, DG 
EMPL estimates that roughly half of the 117 ESF OPs use at least one of the 
simplified cost options provided for in the regulations for the current 
programming period. This is a promising start that has already had a positive 
impact on the error rate in the Employment and Social Affairs policy area. 
This positive effect is further confirmed by the fact that out of the ESF 
operations sampled by the Court of Auditors in the 2012 DAS, 26% used 
SCO and no errors were identified by the Court in these operations. 

In order to actively promote their implementation, both in the current 
programming period and, in particular, in the programming period 2014-
2020, DG EMPL has organised seminars on the implementation and audit of 
Simplified Cost Options (SCO) in most Member States between 2012 and 
2013. To date, 24 MS have been covered. In our view, the implementation of 
Simplified Cost Options can (i) significantly reduce the administrative 
burden on both the Managing Authority and the beneficiaries, and (ii) help 
to further reduce the error rate and error frequency as the focus would be 
more on delivery and outputs/results rather than on financial issues and 
actual incurred expenditure. 

As a result of the above efforts to promote Simplified Cost Options, some 
Member States who had not used them until 2011 have initiated their 
implementation in 2012 and 2013. Worth mentioning as an example is the 
progress being made in Spain (Andalucía, Galicia, La Rioja, Canarias). 
Other Spanish regions such as Cataluña and Valencia are also making 
progress towards the implementation of Simplified Cost Options in the 
framework of an action plan. Other Member States have also recently 
submitted new proposals to use Simplified Cost Options, such as BG or UK 
(Scotland), for instance. Furthermore, based on the feedback obtained during 
the various seminars conducted in 2012 and 2013, most Member States 
intend to further leverage the enhanced possibilities that Simplified Cost 
Options offer for the next programming period. 

The Commission continues emphasising the importance of taking adequate 
measures and has launched several initiatives to meet this objective. An 
updated guidance note on simplified cost options will be submitted shortly to 
the COCOF Committee. A toolkit to help the Member States implement 
Simplified Cost Options will be made available and, finally, an expert 
seminar will be organised, possibly in early 2014. 
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9.2 Action plans 

Whenever the audit (either conducted by the national audit authorities or by 
the Commission) of operational programmes shows that the systems are 
deficient and are not sufficiently robust to prevent, detect and correct 
irregular expenditure prior to the certification to the Commission, DG EMPL 
has launched interruption/suspension procedures and implemented financial 
corrections, where necessary. 

These procedures lead, in all cases, to corrective actions. These always 
consist of two components: financial corrections for individual and systemic 
errors and the correction of systemic deficiencies. The latter takes, in 
general, the form of an action plan.  

For these action plans DG Employment has increasingly become more 
demanding and rigorous in the acceptance of action plans. For example, 
operational programs showing recurring deficiencies have been requested to 
include in their action plans, apart from the implementation of systemic 
measures (i) the implementation of Simplified Cost Options, (ii) measures 
for intermediate bodies whose management and control systems are 
deficient. In some cases, the managing authority or intermediate body has 
been requested, due to the seriousness and/or consistency over time of 
deficiencies, to remove an organization from its management and control 
structure. 

Furthermore, realistic action plans with clear (political) commitments on 
delivery are not enough in themselves. Prior to lifting 
interruption/suspension procedures, the Commission requires audit evidence 
that shows that measures are implemented and effective. Furthermore, 
procedures are only lifted when financial corrections have been recorded in 
the accounts of the certifying authority and implemented. 

The strict measures taken can lead to a decrease of error rates. However, the 
positive effect may not be immediately visible considering that the audits of 
operations are based on the expenditure certified to the Commission in year 
n-1 and hence, it is anticipated that any further positive effects may only 
become visible at a later stage. 

 
9.3 Interruption and suspension procedures 

Interruptions, suspensions and financial corrections are possibilities offered 
to the Commission by the regulatory framework on Structural Funds to 
ensure the correct implementation of the Funds. As noted, DG Employment 
has continued to apply the strict policy on interruption and suspension of 
payments to strengthen the Commission`s supervisory role under shared 
management. 

Serious deficiencies related to management verifications trigger immediately 
the interruption of the related interim payments or the launching of a 
suspension decision procedure which, then, lead to the subsequent adoption 
of a suspension decision when necessary. 

In this context it should be noted that the majority of the procedures over the 
last years were, at least in part, based on serious deficiencies related to 
management verifications. The table below shows the number of decisions 
and procedures in 2012, and for 2013 up to 24 October. In fact, out of all 
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decisions and procedures for 2012 and 2013 some 92% have as part of their 
legal basis serious deficiencies related to management verifications8.  

 

European Social Fund 2012 2013 
(up to 24 October) 

Interruption decisions 30 23 

Pre-suspension letter 15 17 

Suspension decision 2 8 

 

Interruption and Suspension procedures related to the sample of 8 OPs 

At the end of September, audit results for 5 of the 8 operational programmes 
included in the thematic audit on management verifications were available.  
Out of these 5 OPs audited, 3 OPs showed serious deficiencies related to 
weak management verifications. This led to the initiation of legal procedures 
interrupting the financial flow until such moment when the weak areas have 
been addressed in a satisfactory manner. The same applies to other 
operational programmes where poor management verifications or other 
significant weaknesses have been identified in the context of the regular 
audits conducted by DG EMPL. 

In one operational programme, the audit carried out in April 2013 revealed 
deficiencies in first-level management verifications of the managing 
authority and the intermediate bodies.  The audit showed that the 
verifications carried out by the above bodies miss a critical eye on the 
expenditure declared. Consequently, a warning letter was sent to the national 
authorities on 6 June 2013.  The procedure to suspend payments will be 
initiated shortly. 
For another operational programme, following an audit by DG EMPL in 
December 2012, three payment claims were interrupted on 24 January 2013 
based on the high error rate identified during the analysis of the ACR 2012, 
deficiencies in management verifications and the inefficient organisation of 
the MA/IB. Consequently the suspension decision procedure was launched 
by sending a pre-suspension letter to the national authorities on 24 April 
2013 and the empowerment procedure for the adoption of the suspension 
decision was launched on 28 August 2013. The suspension decision has been 
adopted in September 2013. 

For the third operational programme, following the audit visit of DG EMPL 
in October 2012, a suspension decision procedure was launched because of 
the insufficient quality of the first level management verifications which is 
also reflected in the repetitive high value error rates of 8.2%. No payment 
claim is pending. On 8 March 2013 a warning letter was sent. And on 3 July 
and 26 August two pre-suspension letters were transmitted to the national 
authorities. A suspension decision should be adopted before the end of the 

                                                 
8 When comparing to the table, this 92% refers to 48 interruption decisions, 30 pre-suspension letters and 

all 10 suspension decisions. 
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year if in the intervening period insufficient corrective measures are put in 
place by the national authorities.  

10  CONCLUSIONS 

Management verifications have been a main issue identified by the European Court of 
Auditors and it has furthermore in 2012 been subject of a discharge recommendation by 
the European Parliament. DG Employment has taken the initiative to investigate in more 
detail what are the root causes of this problem, and the possible avenues to improve on 
the present performance.  

Even though the error rate has historically made radical progress, going down from well 
over 10% around 20059 to 2.2% for 2011 and 3.2% for 2012, further important progress 
is required. And the Commission is committed to making this progress.  

Within this context DG Employment will continue to organise capacity building 
seminars and address the issue at the Technical Working Group. Also DG Employment 
will continue to implement a stringent interruptions and suspensions policy. And lastly 
the Commission urges Member States to make optimal use of their available technical 
assistance budget; from its side the Commission will provide technical support to 
Member States, where required. A combined effort, should allow for making 
considerable progress on the recommendations of this report: 

• The increased use of simplified cost options. 

• Approve project volumes (in financial terms / number projects) corresponding to 
the level for which a sufficient administrative capacity for management 
verification exists and/or adapt capacity to the volume of operations under 
implementation. 

• Increase competence by creating dedicated teams for management verifications 

• Control (more) on the spot at the level of beneficiaries 

• Ensure better control of delegated bodies 

***** 

Brussels, October-November 2013. 

                                                 
9 Based on Commission assessments using underlying data of the European Court of Auditors. It should be 

noted that the results were not statistically representative for the ESF until 2011, since prior to that 
date the European Court of Auditors  reported error rates for Cohesion policy as a whole, only. The 
European Court of Auditors has for the first time published an error rate for "Employment and Social 
Policy" in its annual report on 2011. ESF represents approximately 95% of expenditure under this 
chapter. 
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