2013 Discharge to the Commission
WRITTEN QUESTIONS
TO COMMISSIONER THYSSEN
Hearing on 21 January 2015
EU 2020
1) The Commission's directorates general are supposed to work together in achieving the EU
2020 objectives. Could the Commission
a) outline its contributions through the Joint Employment Report,
Commission's answer: EMPL, SG
With the Joint Employment Report, the Commission delivers an annual state of play on
employment and social developments in the Member States on the one hand, and an overview
of reform and policy action being undertaken by the Member States on the other hand. In
addition, the Commission subsequently engages with the Member States on the identified
employment policy challenges in the course of agreeing the Joint Employment Report with
Council and also discusses developments with important stakeholders like the social partners.
Member States' positions and performances in the employment and social domains covered in
the Joint Employment Report are of direct relevance for achieving the Europe 2020
objectives of a 75% employment rate, lifting at least 20 million people out of the risk of
poverty and social exclusion, reducing school drop-out rates to below 10% and increasing the
tertiary attainment rate to at least 40% since each Member State has national targets for each
of these areas. The overview of employment and social situations and policy action in the
Member States enables the Commission to draw up relevant country specific
recommendations to help steer progress at the level of the Member States and the Union. The
country specific recommendations are adopted by the Council.

b) summarise its contributions for the country-specific recommendations as part of the
Annual Growth Survey,
Commission's answer: EMPL, SG
Commission services work closely together in preparing the Annual Growth Survey, kicking
off the European Semester and establishing priorities of the new Commission agenda for
"Jobs, Growth, Fairness and Democratic Change".
The Annual Growth Survey was adopted together with the Alert Mechanism Report and the
Joint Employment Report on 28 November 2014. The Annual Growth Survey sets out the
economic reform orientations at EU level to help Member States return to higher growth
levels. As a result of this process, country-specific recommendations (CSRs), proposed by the
Commission and adopted by the Council, offer tailored advice to Member States on how to
boost growth and jobs, while maintaining sound public finances.
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To this end, recommendations in the employment and social domains have drawn attention to
reforms needed to support job creation, strengthen the resilience of labour markets and
address poverty and social inclusion.
Young people have been particularly affected by the crisis and the EU youth unemployment
rate increased sharply. To support the transition from school to work, country-specific
recommendations have been adopted on public employment services, education, training,
apprenticeships, and the implementation of a Youth Guarantee.
In addition, an important focus was placed on fighting long-term unemployment, including
by stepping up public employment services and activation measures..
Encouraging women's participation in the labour market was also crucial in Austria,
Germany, Ireland, Italy, Malta and Poland. To support job creation, wages need to respond to
the economic environment and remain in line with productivity developments. To encourage
this, a number of countries have taken steps to adapt their wage indexation systems
(Luxembourg and Belgium). Minimum wages can also function as an anchor for wage
developments and have been highlighted in Bulgaria, Romania, Slovenia, Portugal, Germany
and France.
In order to fight poverty and social exclusion, the Commission puts a particular focus on the
coverage, adequacy and design of unemployment benefits and social assistance in Bulgaria,
Croatia, Hungary, Italy, Latvia, Lithuania, Portugal and Romania, linking such assistance to
effective activation measures. The aim is to strike a balance between supporting people going
back to work and ensuring adequate income support where there is growing poverty.
In annex an overview table of CSRs for 2014-2015 related to employment and social policies
is presented.

Microsoft Word 97 2003 Document

c) summarise its findings in the Communication on the social dimension of the EMU,
Commission's answer: EMPL, SG
Through the Communication on the social dimension of the Economic and Monetary Union,
the Commission commits to better integrating a social dimension in its macroeconomic
surveillance. By also considering employment and social indicators in the macroeconomic
imbalances procedure, it clarifies inter-linkages between growing macroeconomic imbalances
and social developments, and arrives at a better calibrated policy relevant for the wellfunctioning of the Economic and Monetary Union. In addition, an employment and social
indicators scoreboard is set to identify major employment and social divergences between
countries, providing strengthened EU coordination in employment and social policies, in the
context of the EU semester.
EU financing instruments will be used to enhance EU solidarity (European Structural and
Investment Funds), while labour mobility is set to be supported and effective transnational
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matching between labour supply and demand stepped up. In the longer term, the
Commission considers it would be possible to explore macroeconomic stabilisation
instruments at EU level.
Promoting the involvement of EU-level and national level social partners and better
exploiting the existing EU fora for social partners' consultation, would strengthen social
dialogue at key steps of the decision making process under the European Semester.

d) At the end of 2013, the European Investment Fund that implements Progress
Microfinance on behalf of the Commission and the European Investment Bank
reported that 30 microcredit providers in 16 Member States (AT, BE, BG, CY, EL,
ES, FR, IE, IT, LT, NL, PL, PT, SI, RO, UK) had signed agreements under Progress
Microfinance. 13 252 microloans worth EUR 116.11 million had already been
disbursed to micro-entrepreneurs. How much EU budget money is involved? Who are
the microcredit providers? Who audits how risk finance was spent? How is the
democratic accountability organised.
Commission's answer: EMPL, ECFIN
The EU has contributed EUR 100m to Progress Microfinance. This has been later topped up
by another EUR 3m from a European Parliament Preparatory Action which was allocated in
2010. In addition, the European Investment Bank (EIB) invested another EUR 100m in the
facility.
The list of intermediaries can be found in Annual Reports to the European Parliament, the
Council, the European Economic and Social Committee and the Committee of the Regions on
the Implementation of the European Progress Microfinance Facility. This list is also available
on the Commission and the European Investment Fund's websites. Please, see the full list
attached. The Investor's committee, composed of one EMPL and one ECFIN director and two
representatives of the EIB, oversees the investments made for funded instruments. All the
operations need to receive the approval of the EIF board, where the Commission is
represented.
According to the latest numbers, as of September 2014, there were 52 intermediaries in 20
Member States. 31 895 microloans worth EUR 260.78 million had already been disbursed to
micro-entrepreneurs.
Concerning monitoring, for guarantees, the EU ex-post monitoring is conducted at two levels,
at the EIF level and at the intermediary level. For the EIF, it comprises a one-shot monitoring
of the EIF's processes and procedures in order to assess their compliance with the
Programme's objectives and a yearly monitoring of a sample of EIF's own control on-site
missions towards intermediaries, and subsequent reports.
At the intermediary level, it includes, for a limited number of intermediaries, selected each
year by the Designated Service (DG ECFIN) on the basis of criteria such as risk relevance
and non-overlapping with EIF's own monitoring process, a specific on-site monitoring visit
conducted by the Designated Service, with a view of assessing the
processes/procedures/systems in place in order to ensure the compliance of the intermediary
with the relevant provisions; reviewing the progress in the implementation of the Facility by
the intermediary, checking a sample of the portfolio inclusions (selected with regards to size
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of EU commitment and risk criteria) to complement the system review (namely as regards the
eligibility criteria of the Final Beneficiary, the enhanced access to finance element, the
respect of the "de minimis state aid rules", etc.); and checking the respect of the EU visibility
provisions to the public and to the Final Beneficiary. It also includes monitoring visits to
intermediaries.
Finally, guarantees (including the EU support) are covered by audited financial statements
and the annual declaration of assurance by the CEO of the EIF.
For Funded Instruments, the approvals are in the remit of the European Investment Fund as a
Management Company. The Management Company has full discretion in the review and
assessment of projects. The investors are not involved in the day-to-day management of the
Fund, or in the decision-making on specific projects. The final approval is given by the EIF
Board of Directors. Funded instruments are covered by the audited financial statement of the
EIF. The latter also reports on the performed monitoring and controls to the investors'
committee which includes Commission and EIB representatives as members.
At the start of the Progress Microfinance instrument, a public hearing took place at the
European Parliament (EMPL Committee, 2 December 2010), in which the EIF and some
representatives of the European microfinance sector intervened. Questions like the state of
the implementation, the expected leverage, interest rates, geographical balance in the
operation of Progress Microfinance, the link with mentoring, coaching and advice provided in
support of newly created enterprises, communication activities and outreach to target groups
were discussed. The Parliamentarians made clear that these questions should be regularly
addressed in the annual reports on implementation that the Commission sends to Parliament
and Council as required by the legal base.
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2) Microfinance is a key element for entrepreneurship and start-ups. According to the
Commission document COM(2014) 639, it would be possible to achieve the target
leverage of 5 in spite of one of the most used instrument is senior loan, which is difficult
to leverage the original funding. How efficiency of this procedure is being controlled and
how DG EMPL contributes in start-ups creation through this instrument?
Commission's answer: EMPL, ECFIN
DG EMPL receives from the EIF bi-annually formal reporting on the implementation of
Progress Microfinance, including the estimates of the future leverage. In accordance with the
EIF projections, Progress Microfinance will achieve the target leverage of 5 of the EU
contribution, in spite of the prevalence of senior loans among the funded instruments mainly
due to the higher leverage of guarantee agreements.
The question of the required leverage is also discussed during Investor's committee meetings
which take place twice a year.
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The available data shows a significant positive impact of this instrument on start-up creation.
According to the data provided by the EIF, in 2013, 60 % of the individuals for whom data
are available were either unemployed or inactive at the time of their microloan application.

3) Even though the promotion and strengthening of labour mobility is a European Union key
policy, the so-called "poverty migration" remains an issue in large parts of the European
Union. How can action plans be designed, to better inform citizens about work
opportunities? Do you consider specifically tailored action plans for specific member
states such as Romania and Bulgaria an option? How can you work against the increasing
trend of people traveling to other member states to beg for their living as a last resort?
Commission's answer: EMPL
The Commission is committed to facilitate mobility of EU workers which can contribute to
fighting unemployment while helping Member States fight abuses. In this context, EURES
which is supported and developed by the Commission is the instrument to facilitate mobility
of EU workers. It gives information and advice on labour market conditions and on job
vacancies. It supports a matching process at EU level. It contributes to ensuring successful
mobility by making easily accessible all the elements (what are the jobs available, living and
working conditions …) necessary to prepare the move in advance. The new EURES
Regulation currently under discussion by the legislator will allow reinforcement of the quality
and of the support provided by EURES (wider access to job vacancies, better tool for
matching competencies with job requirements).
While all evidence suggests that the huge majority of people moving to another Member
State do so in order to take up or look for work, the risks exist in countries of destination
related to the socio-economic integration of mobile EU citizens. And, especially in case of
mobile EU workers with low skills, the risk also exists of those workers being exploited, or
being at risk of losing their work.
To counter such risks, EU funding may be used to promote socio-economic inclusion of
citizens, both in countries of origin and in countries of destination; and the Commission is
committed to help Member States to fight abuses in particular by examining to which extent
the EU legal framework needs to be adapted. Workers' rights have to be fully respected, also
by ensuring that both workers and employers are aware of their rights (in this respect, see the
Directive enforcing free movement of workers adopted in April 2014). The Commission will
also pay particular attention to the full transposition of the posted workers enforcement
directive adopted in May 2014.

4) Although DG EMPL prepared, together with DG JUST a recommendation on integration
on Roma which was adopted by the Council in December 2013, there is no targeted
funding allocation for Roma inclusion. Could the Commission please provide information
about the estimated amount allocated to programmes which improve the situation of the
Roma people?

Commission's answer: EMPL, JUST
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In the programming period 2007-2013 the amount allocated to the “integration of
disadvantaged people into employment” including, amongst others, Roma was around 10
billion.
However, we have to clarify that in the programming period 2007-2013, the European Social
Fund ("ESF") focussed on reinforcing social inclusion of people facing disadvantages and
combating discrimination. The Fund followed a mainstreaming approach towards people
most affected by poverty and social exclusion, including Roma, and therefore did not include
operational programmes targeting the Roma alone. People in disadvantaged situations could
be supported by funds from various general strands – mainly in the area of social inclusion,
but also in the areas of employment and education.
Due to this mainstreaming approach it is not possible to give statistics about how much
funding has been spent on Roma in the 2007-2013 period.
The new Regulations on European Structural and Investment Funds allow i.e. to step up
support for Roma in the 2014-20 programming period. Important novelties are:
1. The stronger link between funding and the policy priorities resulting from the European
Semester. Country Specific Recommendations should steer the identification of priorities for
funding. For 5 Member States, Country Specific Recommendations aimed at steering the
identification of priorities for funding, have explicitly mentioned the need to step up Roma
integration.
2.
A minimum of 20% of ESF funds will be spent on social inclusion in each Member
State.
3. A specific investment priority from the ESF is devoted to the integration of marginalised
communities, such as the Roma.
In addition, the annual reports from the Commission on progress in the Member States, as
well as the Council Recommendation of 9 December 2013 on effective Roma integration
measures give a number of recommendations on the use of EU funds for Roma integration.
Practical guidelines from external stakeholders have also been drafted, such as the Joint
report from the EURoma network on the use of structural funds for Roma inclusion and the
Open Society Foundations’ Toolkit on Programming the Structural Funds for Roma Inclusion
in 2014-20, and have been disseminated by the Commission to the Member States and other
stakeholders
(including
via
the
Europa
website
(http://ec.europa.eu/justice/discrimination/roma/eu-funding/index_en.htm).

5) Until recently non-consistence with labour market needs and educational possibilities for
socially oriented projects supported from EU sources was typical. Socially-oriented
projects remained in many aspects isolated, not having developed a precise system of
indicators and impact measurement. Now, there is a trend to find complex solutions and
to solve the social mainstreaming via labour market and the right orientation of
educational systems and appropriately prepared school graduates. Is this trend correctly
reflected in supportive (especially cohesion) schemes in particular Member States?
Commission's answer: EMPL
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The European Social Fund is the main EU level instrument to support the achievement of the
Europe 2020 objectives in the fields of employment, social inclusion and education.
Member States are required to use the ESF to tackle the challenges identified in the relevant
country-specific recommendations (e.g. in the area of labour markets and education). This
includes the need for several Member States to take specific measures to improve social
inclusion of the vulnerable parts of their population including in the education system.
Moreover, for the 2014-2020 programming period at least 20% of the national ESF resources
will be allocated to social inclusion. Measures for social inclusion under the ESF are mostly
geared towards the active inclusion of those farthest from the labour market with a view to
ensure their participation in employment and in the society. In this context, Member States
are urged to adopt a "social investment approach", focusing on more effective and innovative
social policies that respond to people's needs at critical moments during their lives, including
ensuring social inclusion and adequate livelihoods.
Besides the specific measures for social inclusion, the ESF also supports the improvement of
the labour market relevance of education and transition from school to work.
Finally, the regulatory framework for 2014-2020 has reinforced the result-orientation of the
European Structural and Investment Funds with a special attention to indicators, milestones
and targets. Reporting on these indicators should allow a better tracking of ESF support in
these areas.

6) Concerning the real social function/ projects for non-productive parts of the population
(welfare social projects for disabled and old-age persons): Does the Commissioner think
that these types of projects have a relevant place in EU financing, or is it rather a target
for national states and their own resources?
Commission's answer: EMPL
As it is the case for all EU actions, they are determined by the Treaty, the secondary
legislation in force and the respect of the principle of subsidiarity. Funding for the abovementioned welfare social projects has a strong legal basis in the framework of the European
Social Fund. Indeed, thanks also to the strong support from the European Parliament , the
ESF's mandate for the period 2014-2020 includes a thematic objective on promoting social
inclusion and combating poverty and any discrimination, in particular through active
inclusion policies that address also those farthest from the labour market. Helping people to
fully participate in employment and contribute to their communities, requires a transversal
and integrated approach going beyond employment policies, and should include diverse
policy areas such as education, quality childcare, healthcare, training, assistance in finding
employment, and combatting poverty. It is therefore evident that projects addressing such
groups, which include people with disabilities and older people, can be supported through EU
funding as well.

7) What is the Commissioner´s opinion on the fact that in relative terms (in percentage),
there is a visible higher share of socially oriented projects in the more developed
countries and the underdeveloped countries rather prefer so-called hard and tangible type
of investments? Is there room for change/ progress?
7

Commission's answer: EMPL
The needs are different in each Member State and definitely between more and less
developed ones. It should also be noted that the national amounts are very different implying
different priorities. The less developed Member States in general have to undertake important
basic infrastructure investments through the ERDF or the Cohesion Fund in order to catch up
with the more developed Member States which have the necessary infrastructure already in
place. To ensure that a critical mass of resources is allocated to human capital in all Member
States, the new MFF regulations impose a minimum share of Structural Funds to be allocated
to the ESF in each Member State, varying from 18% in Estonia to 52% in Belgium and
resulting in an overall share of the ESF in all cohesion policy resources of at least 23.1%.
While the final ESF allocations in a number of Member States will be above the amounts
corresponding to the minimum required by the regulation, in general the share of the ESF in
less developed Member States will remain lower than in the more developed ones. In
addition, in each Member State, at least 20% of the overall ESF allocation has to be used to
support social inclusion.

8) What amounts of EU money were made available and used for youth unemployment in
Member States?
Commission's answer: EMPL, EAC
The 2014-2020 operational programmes for the ESF contain substantial investments directly
supporting youth employment. Although the negotiations are not yet concluded for all
operational programmes, the Commission's current estimates are that for the dedicated
investment priority on integrating young people into the labour market the ESF will invest
around 6 billion euro. In addition, YEI investments under the same investment priority
amount to 6.4 billion euro (the YEI budget is composed of 3.2 billion euros from the specific
YEI budget allocation and another 3.2 billion euros as matching ESF support). Thus, in total
over 12.4 billion euros are directly targeting youth employment in the new programming
period.
Moreover, education measures supported by the ESF, which have a longer-term impact on
youth employment, are estimated to have a budget of nearly 27 billion euros for the period
2014-2020.
Final overview of investments allocated in the operational programmes will be available once
the remaining ESF OPs are adopted later this year.
Furthermore, other EU programmes have a positive impact on youth employment, notably
Erasmus+, the new EU programme for Education, training, youth and sport. It aims at
boosting skills and employability, as well as modernising education, training and Youth
work. This seven year programme (2014-2020), which has a budget of €14.7 billion, includes
the provision of EU support to non-formal learning opportunities for young people also
simultaneously targeting the acquisition of skills and competences by young people and their
active participation in society.

9) What is the Commissioner´s opinion on an explicit instrument to tackle the critical
problem with youth (un-)employment. What is in her opinion the optimal way for the
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allocation and redistribution of the money (creation of new sustainable jobs?, to start on
the level of elementary school?; to improve a cross-border mobility?; to eliminate
financial and non-financial barriers for start-ups established by the youth?)
Commission's answer: EMPL, EAC
This is a complex issue influenced by several factors and that can be dealt with from different
angles
(see
for
example
a
study
by
Eurofound
on
the
NEETs
(http://eurofound.europa.eu/publications/report/2012/labour-market-social-policies/neetsyoung-people-not-in-employment-education-or-training-characteristics-costs-and-policy).
The Youth Employment Initiative (YEI) is a specific instrument to help tackling youth
unemployment. At this stage, almost all operational programmes containing YEI funding
have been adopted (28 out of 34; and negotiations on an additional 4 programmes are closed).
We have committed 5.6 billion out of the total 6.4 billion budget of the YEI. At the same
time, additional ESF funds are directly targeting young people through a dedicated
investment priority on labour market integration of young persons. We are aware that
ESF/YEI measures support employment for the duration of the ESF/YEI project only.
However, we expect that companies will retain the staff which was trained with ESF/YEI
support. In addition, the YEI and ESF will provide support to starting up new small
businesses and thus potentially creating jobs. These are examples of how the ESF invests in
jobs.
These investments by the ESF and YEI in the 2014-20 period support the implementation of
the Youth Guarantee recommendation in each Member State. The Youth Guarantee is a
policy recommendation adopted by the Council whereby MS agreed on introducing or
accelerating comprehensive reforms and measures to support youth employment so that every
young person is able to receive appropriate employment, training and education services.
In addition, the Erasmus+ programme is supporting the modernisation of education, training
and youth work systems. This programme in particular supports transnational learning
mobility, which has proven to help increase the employment prospect of young people, as
well as partnerships for strengthened cooperation between the world of education and training
and the world of work.
Finally, it is important to stress that there is no one-size-fits-all approach when it comes to
optimal allocation of the funds in the MS (which may have different needs and priorities). In
this respect, the country-specific recommendations provide an important orientation on where
to concentrate the funding to achieve the greatest added value.
Other longer-term, structural reforms are also important and the Commission is working to
present news initiatives on skills, apprenticeships and job creation as part of its work
programme for 2015. When job vacancies exist, there must be a good match between the
needs and the skills of the job seekers. In this respect, education, apprenticeship and
traineeships systems, and bringing enterprises and education closer to each other are some of
the challenges that MS have to address. We have to lay the groundwork for better prevention
by improving and modernising education systems. To the extent that education systems
become better in equipping people with good and relevant skills, we will be able to support a
smooth transition from school to work and avert youth unemployment. The aim is also to
bring down the share of early school-leavers, of which more than 40% are unemployed today,
and to minimise the share of pupils showing very low performance in basic skills.
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10) Could you outline the steps being taken by the Commission to ensure that the
simplification process, which is part of the Joint Action Plan agreed between the
Commission and the respective Member State, is being implemented by Member States?
Commission's answer: EMPL
The question seems to refer to the so called Join Action Plan (JAP), which is a new tool for
implementing the European Structural and Investment Funds in a simple and result-oriented
way.
In 2014 the Commission promoted the use of JAPs in several ways:
First, the Commission prepared and extensively discussed with Member States the
implementing act, which contains the JAP application form. Following a favourable opinion
of the Coordination Committee on the ESI Funds the Commission is expected to adopt the act
by the end of January. The Commission also prepared a guidance note on the use of
simplified costs - a key element in the implementation of JAPs – which was adopted by the
Expert Group on the ESI Funds. The Commission prepared a dedicated guidance on JAPs,
which was discussed with Member States and which is planned to be finalised by March.
The Commission also actively promoted JAPs through dedicated training events both in
Member States and in Brussels. Finally, the Commission has taken part in specific meetings
with potential JAP beneficiaries to have more in-depth discussions on Member States'
proposals.
For further information on simplification, please see the reply to question 17.

11) According to the Court of Auditors Special Report 25/2012 there are not complete and
reliable data available for assessing the effectiveness of ESF spending on older workers.
How this deficiency will be corrected by the Commission and how the efficiency will be
analysed for young people under 25, whose unemployment rate is about double general
unemployment rate?
Commission's answer: EMPL
It is important to note that the Commission is bound by the legal provisions of the regulatory
framework, namely the General Regulation (GR) 1083/2006, the Implementing Regulation
(IR) 1828/2006 and the ESF Regulation 1081/2006. According to these regulations the only
common indicators for the ESF 2007-13 that can be aggregated at EU level are those of
Annex XXIII of Regulation 1828/2006, which relate solely to outputs (e.g. number of
participants by characteristics such as older workers from 55 years onwards), whereas result
indicators (e.g. changes in the labour market status) were specific to each OP and hence
difficult to aggregate at EU level. In addition, the expenditures are reported by predefined
"categories" that do not allow to report fully by target group. Hence the importance of
evaluations, both from MS and the Commission, to report on the effectiveness of measures in
support of target groups such as older workers.
The Commission is currently carrying out the ex-post evaluation of the ESF 2007-13. The
report from the preparatory study for this evaluation is available under the following link:
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http://ec.europa.eu/social/BlobServlet?docId=11325&langId=en
The experience made during the 2007-13 programming period has significantly influenced
the 2014-2020 regulatory framework, where the results orientation has been reinforced with a
view to increasing the effectiveness and efficiency of EU funding. Operational programmes
are setting out the expected results for the specific objectives, and the corresponding result
indicator values as well as quantified target values for output indicators. All aspects of the
recommendations from Court of Auditors have been covered by the new Common Provisions
Regulation and ESF Regulation for 2014-2020.
For instance, for young people, the ESF regulation defined a specific investment priority to
be supported and this regulation also requires reporting of performance indicators and related
expenditure. The monitoring of the young people under 25 is achieved by setting a
compulsory reporting on common result indicators, which includes reporting by age group
and specific indicators for Youth Employment Initiative. This will in the future allow a better
assessment of the efficiency and effectiveness of ESF spending, monitor progress in
achieving the objectives of the operational programme but also to compare and aggregate
across Members States.
Moreover, in 2019 a performance review of each OP shall examine the achievement of the
milestones of the programmes at the level of priorities, on the basis of the information and the
assessments in the Annual Implementation Reports (see Article 21 and Annex II of the
Regulation).
Evaluations will play an important role to complement monitoring information on
effectiveness and efficiency, as well as on impacts (such as unemployment levels). In this
respect, requirements for carrying out impact evaluations have been strengthened as MS are
to carry out impact evaluations at the level of investment priorities for all OPs over their
implementation.

12) Has the Commission assessed the performance of funds for the fight against
unemployment in 2013? What results it has achieved?
Commission's answer: EMPL
The ESF Expert Evaluation Network (EEN) has produced a series of reports (c.f.: final
synthesis report, March 2014) on the main achievements of the ESF during the period 20072012 by main theme (i.e.: access to employment, social inclusion, human capital, etc.) based
on the evaluations carried out by MS and the information in the Annual Implementation
Reports.
In addition, the Commission has organised the ex-post evaluation of the ESF intervention
through a series of thematic studies, currently in progress, which will assess the effectiveness,
efficiency and value added. The robustness of the results will be constrained by the
shortcomings of the monitoring provisions of the 2007-2013 regulations. In addition, a
synthesis ex-post evaluation study will update aggregate figures on outputs and results on
ESF up to 2014.
The above mentioned EEN report shows that
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the ESF contribution by policy field in areas that could contribute to addressing or preventing
long-term employment is significant:
In the area of Access to Employment (mostly active labour market policies):
There were 19.6 million participations in ESF actions to support access to employment
through training or other forms of assistance;
Two thirds of all participants were inactive or unemployed;
As a result, 3.3 million participants found a job soon after completing the intervention, a
significant achievement given the economic downturn.
In the area of Social Inclusion:
Over 4.6 million final recipients (of which 52.8% women) were covered so far and a broad
range of target groups reached (participation of some 1.3 million people with a migrant or
minority background);
18% of participants were from groups which are particularly vulnerable on the labour market;
Though the situation varies, UK and AT seem to be particularly successful in reaching out to
people with some form of disability. Others, notably AT, CY, NL and LV are successful in
using the ESF to support people from a minority or with migrant background.
In enhancing Human Capital:
Just under 13.9 million participations involved women - 54% of all participations;
Over 10.3 million participations (40%) were young people aged 15-24. This reflects the high
proportion in education and training with many of these young people still in school or
university. In contrast, just under 915,000 participations involved older people aged 55-64;
A smaller proportion of participations came from disadvantaged groups with nearly 758,000
migrants, nearly 752,000 minorities, around 970,000 disabled – with almost 913,000
involving other disadvantaged groups.
In increasing skills (Adaptability):
Over 13.1 million final recipients were covered. In the area of lifelong learning (LLL), the
ESF supported around 5 million young people;
Regarding the education profile, 5.5 million participants had low skills.
In terms of target groups reached:
21 million participants were young (under 24 years) and the figure increased significantly in
2010 and 2011 in response to the crisis. In DE, FR and HU young people account for 40% or
more of all participants;
Reflecting the focus in some member states on young people, over 696,000 participants
progressed into further education or training.
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Nearly 25.5 million women have been final recipients of ESF support. Women account for
52% of all final recipients, which is in line with the overall ESF goal to promote equal
opportunities and raise the average level of women's participation in the workforce. In CY,
EE, LT, LV they amount to more than 60%;
Nearly half (46%) of participants have lower secondary education at most. In DE, GR and
MT they account for over 60% of all participants but less than 20% in FI, SE, SI and CY. In
CY, EE, LT and SI, 40% or more have tertiary education;

13) What are the administrative costs of the European Social Fund? Could the Commission
please give examples of administrative costs of ESF Operational Programmes?
Commission's answer: EMPL
As it is the case for any other European Fund, the administrative costs of the ESF are related
to the implementation of the Fund. The principle of shared management puts responsibilities,
and corresponding costs, at the level of both Member States and Commission.
For the Member States, administrative costs include costs related to management, control,
monitoring and evaluation of the operational programmes by national authorities. Such costs
could be staff remuneration, operational costs, costs for proper ICT tools, mission and
training costs. To ensure that the country benefits effectively from the provided support, the
administrative costs may also cover costs related to information and communication activities
on funding possibilities
by ESF Operational Programmes, costs to reinforce the
administrative capacity of beneficiaries responsible for implementing ESF projects (e.g.
training to ensure that beneficiaries are properly informed of the requirements that need to be
complied with when implementing an ESF project), or costs related to actions for reducing
the administrative burden on beneficiaries.
Similarly, at the level of the Commission, administrative costs are linked to costs for drafting
the ESF regulatory framework, the financial management, control, audit, the technical
coordination with Member States as well as the evaluation and information activities.
DG EMPL estimates that the annual overall Commission administrative costs incurred
amounts to approximately 0.19% of total appropriations (as disclosed in the 2013 Annual
Activity Report, pages 61-62 and annex 5 – Internal Control Template). These costs cover the
3 main stages in the implementation of its budget for ESF: (1) Negotiation and
assessment/approval of spending proposals; (2) Implementation of operations and (3)
Monitoring and supervision of the execution, including ex-post control.
This is made up of:
- the annual cost of audit work (internal team and outsourced contract) which covers the
assessment by the Commission of management and control systems in MS, including analysis
of Audit Authorities reports and ACRs, own audit work and drafting of interruption letters
and suspension decisions; and
- the annual costs of Commission staff which carries out controls throughout the different
design, implementation and monitoring phases. This includes the setting-up of the
management and control systems in the Member States, the Commission checks in the
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designation process (sampling of national designations), the Commission ex-ante checks of
the periodic expenditure declarations (financial circuits).
When added to the costs at the level of the Member States assessed to be around 4.8%[1] of
the ESF 2007-13 programme budgets (covering Managing, Certifying and Audit Authorities),
the total estimated cost for the management and control of the ESF corresponds to around
5% of the total annual budget.
[1] "Study Measuring Current and Future Requirements on Administrative Cost and Burden
of Managing the ESF" VT/2010/112

Errors
14) What concrete actions does DG EMPL undertake in order to implement the stated
objective to assist Member States more actively in avoiding errors and reducing their
error rate, thereby decreasing the necessity of corrective measures? How shall structural
changes in DG EMPL contribute to the achievement of the objective to minimize errors
and to assist member states? Is there a risk that such changes could delay or derail the
measures aiming to reduce errors?
Commission's answer: EMPL
DG EMPL has undertaken specific actions for Member States with highest amounts of
financial corrections in recent years (Spain, Italy, Romania) with a clear aim to move from
correcting the errors to a situation where errors are avoided.
Considering the important and recurring number of reservations related to the Spanish
programmes, in 2011 DG EMPL decided to launch a dedicated action plan towards the
Spanish ESF implementing authorities, in particular to stimulate the full use of all
simplification opportunities offered by the EU Regulations and to remove unnecessarily more
stringent national eligibility rules (e.g. for employment aid schemes). A working group
composed of audit staff and geographical desk officers was created to monitor the effective
implementation of the agreed actions. Additionally, a seminar dedicated to State Aid was
organised in 2014.
Similar activities have been undertaken in Italy where, for example, a seminar on simplified
costs and an anti-fraud seminar were organised. It is anticipated that during the course of
2015, a capacity building action will be undertaken focusing on State Aid.
Other examples of close cooperation with Member States in order to address the root causes
of the recurring problems identified include Romania, where the Commission worked
together with national authorities in order to strengthen their management and control
systems for the previous and current programming periods.
These concrete actions have already led to progress with some Spanish and Italian
programmes, but efforts need to continue. The same applies to Romania.
The Commission has undertaken other actions to strongly promote the use of Simplified Cost
Options (SCOs) through a number of seminars conducted in practically all Member States,
bilateral support and technical assistance. As a result of those efforts, some Member States
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who had not used SCOs until 2011 have initiated their implementation in 2012 and 2013, in
particular Spain (for further details, please refer to the Report on simplification and goldplating in the ESF, sent to EP in November 2013) and a significant increase in their
utilization is foreseen in the programming period 2014-2020, where options for SCOs have
been further strengthened.
Guidance is also being finalized to help Member States improve their management
verifications in the 2014-2020 programming period. It will be presented for the second time
in the EGESIF committee meeting to be held on 20 January.
The Commission also developed and put at the disposal of member States a tool ("Arachne")
which represents a comprehensive database of financial and operational data on ESF (and
ERDF) projects and beneficiaries allowing carrying out, on the basis of objective criteria, a
risk scoring leading to the identification of the most risky projects and the most risky
operational programmes.
From a broader perspective, the enhanced regulatory framework for 2014-2020, including in
particular, the annual assurance package and the possibility to use net financial corrections,
coupled with the continuation of the strict policy on interruptions and suspensions and the
strong encouragement of the use of all simplification opportunities, should result in a further
improvement of the implementation of the European Structural and Investment Funds (ESIF).
DG EMPL will also build on the efforts initiated in recent years to help these Member States
improve their systems by using best practice available.

15) The Court has 95 % confidence that the rate of error in the population lies between 1,5 %
and 4,7 % (the lower and upper error limits respectively) and estimated the most likely
error rate to be 3,1%. The Commission disagrees with the inclusion of an error with a
significant impact despite the fact that no evidence is available to conclude that the
concerned project implemented by a beneficiary currently under preliminary investigation
on which no judgement has been made yet by the judicial authorities, was affected by any
irregularities and despite the fact that the allegations, which concern potential
overcharging of expenditure would in any case not apply to the operation audited by the
Court since it was implemented through standard unit costs approved by the Managing
Authority. Can the Commission please provide CONT with all relevant details?
Commission's answer: EMPL
The Commission confirms its disagreement regarding the alleged fraud case that was
considered as 100% error by the Court. The case is included in the final error rate established
by the Court and accounts for 0.5 percentage points of it.
The Commission's disagreement is based on the following facts:
The representative of the audited beneficiary is under investigation for possible fraudulent
activities which concern alleged overcharging of expenditure for a number of projects
implemented by the beneficiary between 2006 and 2011.
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While the report of the investigative body highlights fraudulent behaviour adopted by some
representatives of the beneficiary, it does not show any irregularity regarding the
implementation of training activities.
The activities under investigation were financed at regional level and not by the European
Social Fund.
The transaction audited by the Court is not part of the activities under investigation.
Due to the ongoing investigation, the premises of the beneficiary were closed. The Court had
therefore no direct access to all necessary documentation concerning the audited transaction.
The Court was able to verify the methodology used for the establishment of the standard
scale of unit costs since this methodology had been set up by the Managing Authority. The
Court considered this methodology as adequate.
The audited transaction concerns a project which is implemented using the standard costs.
The current situation [January 2015] is the following:
The investigation is still at a preliminary stage. The prosecutor has not decided yet whether to
launch legal proceedings;
As a precautionary measure, and given the preliminary stage of the investigation, the
Managing Authority of the OP concerned decided to withdraw on 19 July 2013 the
beneficiary's accreditation as a not-for-profit organization in order to stop future payments to
this beneficiary until a final judgment, if any, is made.
Most recently, the Commission was informed that the beneficiary was liquidated and that the
files were transferred to the registered office of a law and tax company in Messina.
It was therefore possible for the audit authority to carry out the on-site verification on 23 and
24 June 2014.
The audit showed that the courses were held regularly, and irregularities were only related to
the absence of audit trail for the delivery of the course material and for some delays in
loading participants' registration forms in the local IT classroom platform. In line with the
applicable rules, these irregularities may lead to a financial correction, at project level, of
maximum 5%.

16) Have Commission and the Court arrived at an understanding on how to reconcile the
audit approach of the Court (only financial corrections in the audit year will be taken into
consideration) and the Commission's management approach (calculating residual error
rates taking into consideration multi-annual financial corrections)?
Commission's answer: EMPL, REGIO
The treatment of financial corrections implemented by the Commission in order to protect the
EU budget is particularly important in the area of shared management.

16

More concretely, in the Cohesion policy area, the Commission considers indeed that the
Court's approach and requirements in order to take into account the financial corrections
implemented as a result of the Commission's own audit work, or at the Member State's own
initiative, is too restrictive, since it requires that the error was found before the Court
announced its audit, its correction is recorded in the accounts of the Commission or
Managing Authority within the same financial year, has led to detailed corrections in these
accounts at individual project level, the nature of the correction is the same as the nature of
the error found by the Court and it covers the same period as the expenditure subject to audit.
Hence, most of the financial corrections implemented by the Commission are in practice not
taken into account by the Court since they are often implemented in subsequent year(s) or at
overall Operational Programme level (known as flat rate corrections), as foreseen by the
regulations whenever it is not possible or not cost effective to precisely quantify errors at
individual project level. Therefore, the impact of this fundamental tool used by the
Commission fully in line with the regulatory framework in order to protect the EU budget is
not taken into account by the Court. The Commission has already raised this issue with the
Court in numerous occasions, most recently in a letter addressed by the Regional and Urban
Policy and Employment, Social Affairs, Skills and Labour Mobility Commissioners to the
Court in January 2015, in order to draw the Court's attention to this important issue and to
align our respective methodologies.
Looking forward, the accounts to be submitted by Member States for the 2014-2020
programming period, as part of their annual assurance package, will include both the
expenditure incurred and the financial corrections implemented as a result of the Member
States management and control systems, with the aim that certified accounts will include only
legal and regular expenditure. Such accounts will be supported by an Annual Control Report
and Audit Opinion issued by the Audit Authorities providing assurance on their reliability
which, upon their examination and approval by the Commission will be the basis for the
payment of the final balance for the relevant year. The fact that the reliability of financial
corrections will be covered by the Audit Authority's annual opinion, provides further reasons
for such corrections to be fully taken into account when assessing the residual error rate for
the year concerned.
The new system is therefore a good opportunity to attempt to better reconcile the two
approaches and the Commission hopes for a constructive dialogue with the European Court
of Auditors on this matter.
The Commission refers also to its reply to question 6 of Vice President Georgieva.

17) 95% of errors concern the declaration of ineligible costs. Has this fact be taken into
consideration when drafting the respective regulations for the financing period 20142020? If yes, how?
Commission's answer: EMPL, REGIO
When drafting the proposals for the legal framework for the 2014-2020 period, the
Commission indeed strived to allow for a reduction of errors due to the reimbursement of
ineligible costs from the ESI funds, notably through enhanced opportunities/obligations for
simplification (preventive side) and a new assurance building system (corrective side).
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First, simplification as one of the guiding principles of the new regulations is an important
instrument to avoid ineligibility errors as explained in the report on Simplification and Goldplating in the ESF transmitted to the European Parliament as a response to a recommendation
from the Discharge Resolution for the financial year 2011 (Ares(2013)3470397 of
13/11/2013).
As for the 2007-2013 programming period, detailed eligibility rules are to be set at Member
State level in order to enable Member States' authorities to apply rules that fit best with their
specific situation and needs and which they know. However, there are instances where
national authorities provide for unnecessarily complex and burdensome eligibility rules
which increase the likelihood of errors and are thus akin to the so-called "gold-plating".
While the Commission does not have the resources to do address gold plating in a systematic
way, it expects that Member States do this when striving to reduce the administrative burden
as required by the new regulations (notably article 27(1) second paragraph and article 96(6)c
of Regulation (EU) no 1303/2013) and will assist them on a case-by-case basis.
Moving away from real costs to unit costs, flat rates or lump sums will also substantially
reduce scope for eligibility errors. Rather than based on the need to ascertain eligibility of
each expenditure item, the eligibility of the expenditure will be based on the existence and
regularity of the realisations (output or results) of the projects. Experience so far (as also
confirmed by the European Court of Auditors), suggests that the latter system is much less
prone to errors.
In this respect, the 2014-2020 regulatory framework provides a basis for a more extensive use
of these so-called Simplified Cost Options, including specific provisions for the ESF. The
ESF Regulation even sets out a compulsory use of unit costs, lump sums, or flat rates for
declaring expenditure for most ESF operations below EUR 50 000 of public support.
Besides the above mentioned simplified cost options, new simplified instruments have been
set out in the 2014-2020 regulations, such as the Joint Action Plans, which are entirely
defined in terms of outputs and results to be achieved and implemented through simplified
cost options.
Beyond the new regulatory framework, DG EMPL followed a proactive approach towards
Member States in order to maximize the use of Simplified Cost Options provided for in the
2014-2020 regulations. A new wave of capacity building seminars was successfully
organised in 2014 and guidance was updated. DG EMPL is also leading an inter-DG working
group on "Simplified Cost Options" which allows for sharing best practises and discussing
common issues.
More actions are planned in 2015 to promote the use of Simplified Cost Options:
Adopting swiftly standard scales of unit costs and lump sums to be used by Member
States via delegated act (article 14(1) ESF) thereby providing strong legal certainty to
authorities and beneficiaries;
Taking stock of commitments and plans towards reduction of administrative burden
including simplification contained in the Operational Programmes (through the article 16
report being prepared);
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Undertaking a targeted survey of Managing Authorities to assess progress by Member
States on Simplified Cost Options and to identify further needs.
It should also be noted that the implementation of E-cohesion by the end of 2015 will bring
administrative simplification with the digitalisation of documents and the related possibility
for automatic checks to be performed. This should also contribute to reduce simple eligibility
errors.
Second, the new Funds' assurance building process for 2014-2020 should improve the
situation in terms of identification of eligibility errors by the managing and ultimately audit
authorities in Member States.
In fact, in the context of the submission of annual accounts by Member States as part of their
annual assurance package, the Annual Control Report and Audit Opinion issued by the Audit
Authorities will provide assurance on their reliability and thus confirm that the expenditure to
be paid by the Commission as part of the final balance for the accounting year only includes
regular expenditure. As a result, before reimbursing the final balance (and thus "clearing" the
10% of expenditure retained on each payment claim submitted during the accounting year),
the Commission will get additional assurance through a full control cycle at Member State
level.
The Commission refers also to its reply to question 7 of Vice President Georgieva.

18) In box 6.1 (c) the Court states: "A project in Germany declared amounts invoiced by the
beneficiary’s subsidiary for rent, catering, publication material etc., without evidence of
actual costs and the link to performed activities. The national authorities did not address
this issue even though they were aware of the situation." Why did the German authorities
not address the issue?
Commission's answer: EMPL
The error is the result of a complex public procurement procedure. The German authorities
accepted the results of the public procurement procedure and hence the price of the services
contracted on the basis thereof.
The Court found out that the public procurement procedure is void as the contract was
awarded to a company which belonged to the beneficiary. From this very finding, it stems
that the way expenditure was declared to the Commission is incorrect as well: instead of
certifying a fixed price for the services provided, the Member State should have declared the
actual costs and the Commission would have reimbursed them (only eligible incurred
expenditure).
The German authorities did not address the issue since they had a different interpretation of
the applied procedure at the time: the contract was considered by the Intermediary body
which performed the management verification as an "in-house contract" where the amount
declared corresponded to the price fixed in advance and was not based on the actual costs
incurred.
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19) Could the Commission please provide CONT with the error rate per operational
programme (118)?
Commission's answer: EMPL
Please find attached a table describing the situation for each programme, including:
- the error rates reported in the Annual Control Reports (ACR) sent by Member States;
- DG EMPL analysis and possible re-calculation or application of flat-rates;
- the Cumulative Residual Risk (CRR); and
- DG EMPL audit opinion and reservations made.

20) DG EMPL AAR page 43: In 2013 the Commission recalculated 35 % of the error rates
reported by the Audit Authorities of the Member States. The Commission assesses the
reported error rates as reliable even if they have to be corrected by the Commission itself.
How can the Commission consider the reported error rates reliable although they need to
be corrected?
Commission's answer: EMPL
The Commission’s assurance is based on the assessment of key elements of the management
and control systems based on all available audit results.
The Commission has in place a robust and thorough process to analyse the error rates
reported by Member States. When it cannot validate or recalculate error rates, the
Commission estimates the level of risk by using flat rate amounts (5-10-25-100 %) instead of
unreliable reported error rates for its assurance process. The use of additional tools, such as
the cumulative residual risk, led Commission services to consider additional reservations in
the annual activity reports compared to previous years.
In 2013, DG EMPL has assessed 117 Annual Control Reports (ACRs) of the Member States.
41 error rates (35%) had to be adjusted. However, this does not imply that the Audit
Authorities carried out their audit work incorrectly. Indeed, the ACRs were providing all the
necessary information but the error rates had to be adjusted for purely technical reasons in a
complex environment of statistical rules (clerical mistakes, inappropriate statistical
extrapolation method used, treatment of some 'anomalous errors' wrongly excluded …).
It has to be noted that among these 41 cases, the adjustment of the error rate was rather low in
18 cases (between -0.07% to +0.24%, see table provided in reply to Question 19).
Annex 4 of DG EMPL Annual Activity Report for 2013 describes the methodology applied
for assessing each operational programme.
Reservations for the 2007-2013 programming period are made on the basis of the following
information:
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a) The deficiencies in the Management and control systems identified through the audit work
done by the Commission auditors during the programming period. In this regard, EMPL
annual audit activity is described in the 2013 AAR on pages 44-47.
b) The analysis of the Annual Control Reports as a key element providing an estimate of the
risk to the expenditure paid in the year. EMPL analysis of the 2013 ACR is described in the
2013 AAR on pages 42-44.
c) To address the situation of programmes with an error rate between 2% and 5%, an
additional indicator is used: for each programme, the Commission calculates the cumulative
residual risk (CRR). The CRR is the best estimate of the residual risk taking account of the
corrective capacity of the programme over the period. It is calculated for each programme by
multiplying the validated error rates (or alternatively flat rates set by the Commission) by the
amounts paid annually and by deducting the amounts of financial corrections formally
reported by certifying authorities by 31 March each year, adjusted when necessary.
Based on the information resulting from the 3 points above, an annual audit opinion is
defined for each operational programme allowing then for the identification of programmes
to be included fully or partially in the reservation. Some reservations are categorised as
"reputational", meaning that the deficiencies were already identified and no payments were
made in 2013 for these (parts of) programmes.

21) In the Annual Activity Report of DG EMPL page 43, the Commission states that 9,4 %
of the error rates in the Annual Control Reports were not reported or unreliable. Could the
Commission please indicate the exact percentages of the error rates which were unreliable
and the ones which were not reported by the Member States, respectively?
Commission's answer: EMPL
Only one error rate fell into the category ("not reported") in DG EMPL Annual Activity
Report for 2013. It concerns the Spanish OP Castilla y Leon (2007ES52PO002) for which no
expenditure was submitted to the Commission in 2012. In the absence of expenditure
declared to the Commission, the concerned Member State did not report any audit results in
its 2013 ACR. As a result, DG EMPL applied a 2% flat rate on the payments made by the
Commission in 2013 as a precautionary measure. For the rest (10 error rates), the concerned
Member States did provide information but of insufficient quality, which was therefore
considered unreliable by DG EMPL.

Management and Control Systems
22) The Court explained that the error rate could have been 1,3% lower if national
management authorities had used available information to correct errors before declaring
expenditures. What corrective measures did the Commission impose on the national
management authorities concerned? Please cite the national management authorities.
Commission's answer: EMPL, REGIO
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The Commission systematically follows up on all errors found by the Court and launches
corrective measures where needed. In terms of the actions taken, a distinction needs to be
made between random errors found by the ECA and errors considered to be of a systemic
nature. For the first category of errors, financial corrections are applied to the projects
audited. For the second category, an assessment of the error is carried out and the authority
concerned is requested to implement systemic modifications in order to strengthen the quality
of the management and control systems.
The still open programmes affected by these types of errors are: Poland, Spain (Castilla y
Leon), Romania, Portugal, Italy (Sicily), Germany (Bund), Germany (Thüringen), Czech
Republic and Hungary. For all of them adequate follow up will be ensured according to the
above-mentioned approach.

23) The Commission has developed new guidance in order to further strengthen the reliability
of management verifications in the 2014-2020 programming period. Please summarise
the main findings and transmit a copy of the manual.
Commission's answer: EMPL, REGIO
The guidance note (see copy attached) updates the already existing guidance note on
management verifications for the 2007-2013 programming period. The main changes include
modifications originating from the 2014-2020 programming period's regulatory requirements
such as e.g. changes in the timing of the management verifications. Furthermore, additional
clarifications have been provided on the intensity and scope of management verifications for
all areas concerned but with specific emphasis on Financial Instruments, State Aid, Public
Procurement, Environment, Revenue generating projects, simplified cost options and
Performance Indicators. The guidance note is set for a final discussion with Member States in
the EGESIF for 21 January 2015.

24) In 2013, DG EMPL carried out a thematic audit on eight OPs of six Member States
sampled on a risk basis. This audit concluded that first level checks are not reliable as
they ‘were carried out on a merely formal basis thus allegedly respecting the requirements
of the regulations […]. As a result, costs were certified to the Commission which had no
added value or no link to the project’. The countries concerned were Denmark, Estonia
Germany, Ireland, Slovakia and Spain. What corrective measures did the Commission
impose on the national management authorities concerned? Please cite the national
management authorities.
Commission's answer: EMPL
In 2013, as a follow up to recommendations by the Court of Auditors and the European
Parliament, and in order to evaluate the extent to which the management and control systems
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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, DG EMPL carried out a thematic audit on management
verifications carried out by Managing Authorities. The results of this audit were summarized
in an overview report, sent to the EP in November 2013.
The thematic audits were carried out in Denmark, Slovak Republic (Education OP and
Employment operational programmes), Spain, Ireland, Estonia and Germany (2 operational
programmes).
Three operational programmes (Slovakia-Education, Spain-Valencia and Ireland-Human
Investment Capital) showed serious deficiencies related to weak management verifications,
which led to the initiation of legal procedures (interruptions/suspensions), stopping the
financial flow until such a moment when the weak areas have been addressed in a satisfactory
manner. Furthermore, where poor management verifications or other significant weaknesses
have been identified in the context of other regular audits conducted by DG EMPL, the same
approach has been applied. This is e.g. also the case for Calabria, Bolzano, La Rioja, Baleares
and others where systemic deficiencies were found and corrective measures, including
financial corrections were launched.
The detailed follow-up concerning the weaknesses identified in the three cases mentioned
above is as follows:
2007SK05UPO001: Slovakia (Education)
Following the audit visit carried out in April 2013 the audit 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 Slovak authorities on 6
June 2013. The Slovak authorities agreed to implement an action plan for both Intermediary
Bodies affected and to stop selection of new operations and take over the management
verification for one Intermediate Body.
Nevertheless due to seriousness and frequency of the findings the Commission required audit
evidence that the systemic measures to improve the functioning of the management and
control system are implemented and are effective in preventing, detecting and correcting
ineligible expenditure. On 25 June 2014 the Slovak Audit Authority submitted audit evidence
which confirms that measures taken were satisfactorily implemented. Therefore, based on the
systemic measures and flat rate corrections taken by the Slovak Authorities and on the audit
evidence submitted by the Audit Authority, in July 2014 the Commission discontinued the
suspension procedure.
2007ES052PO003: Spain (Comunidad Valenciana)
Following the 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
Managing Authority/Intermediate Bodies. Consequently the suspension decision procedure
was launched by sending a pre-suspension letter to the Spanish authorities on 24 April 2013.
The suspension decision was adopted in September 2013. The authorities are implementing
an action plan which, once finalised, will be audited in order to test its effectiveness.
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2007IE052PO001: Ireland (Human Investment Capital)
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 (2010: 7,03%; 2011: 3,11% and 2012:
8,2%). No payment claim was pending. Therefore, on 8 March 2013 a warning letter was sent
and on 26 September 2013 a pre-suspension letter was transmitted to the Irish authorities.
The Irish authorities implemented various corrective measures such as eliminating costs with
identified high risk profile and introducing modifications to the substance of the expenditure
verification work underlying the assurance of the Intermediate Body concerned. After
implementation of financial correction in February 2014 to compensate for the past
irregularities and submission of audit evidence on 11 March 2014 confirming the
effectiveness of the revised ex-ante controls, on 27 March 2014, the Commission
discontinued the suspension procedure.
Concerning Denmark, Estonia, and Germany, no major weaknesses were detected in the
management verifications. The Commission recommended a number of improvements,
which were implemented. They related to the documentation of the work conducted during
the desk and on-the-spot checks, the check-lists used - including questions on public
procurement and state aid-, the follow-up procedure, the number and extent of the
verifications.

25) Could the Commission please provide CONT with its detailed appreciation of the annual
control reports per operational programme provided by the audit authorities?
Commission's answer : EMPL
The Commission refers to its reply to question 19 and to the table attached to it.

26) The audit directorate of DG EMPL expresses an audit opinion on the effective
functioning of each programme so as to ensure legality and regularity of expenditure paid
by the Directorate General in 2013. Only 13 opinions were unqualified. The vast majority
of the audit opinions (80) were "qualified with moderate impact". What does that mean?
Please give examples.
Commission's answer : EMPL
The definitions of the different possible audit opinions are the result of an agreement between
the Structural Funds DGs and the European Court of Auditors and the evaluation of the
Management and Control Systems as explained in detail in the Committee for the
Coordination of the Funds (COCOF) guidance note 08/0019/00 (attached). The audit opinion
"qualified with moderate impact" indicates that "the Management and Control Systems work
but that some improvements are needed”. The definition of this category further specifies that
some deficiencies are found but these have a moderate impact on the functioning of the key
requirements/authorities/system and that recommendations have been formulated for
implementation by the audited body". For example, the audit work shows that the controls
implemented by an audited body are not always demonstrated through a complete audit trail
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or manuals are not updated. Such findings could lead to the assessment under the category
mentioned above.

27) Was the Commission able to pay all bills they received in 2013 from its annual ESF
budget?
Commission's answer : EMPL
The ESF had to request significant reinforcements in 2011, in 2012 and in 2013 in order to be
able to respect at least the regulatory payment deadline of 60 days vis-à-vis the Member
States. The amount of additional payment credits received was €1.05 billion in 2011, €2.58
billion in 2012 and €2.87 billion in 2013.
Even with these reinforcements the ESF was never able to pay all the payment claims we
received from Member States in the same year: some claims had to be rolled-over for
payment in the following year. The size of this roll-over increased year-by-year and reached
€3.98 billion between 2013 and 2014. In other words in 2014 the ESF began the year with
unpaid bills of nearly €4 billion, corresponding to 40% of the ESF budget for 2014.
During 2014 the financial situation of the ESF has worsened considerably:
First of all, the ESF had a budget of €9.9 billion while faced with payment claims of €15.7
billion: so the ESF has a roll-over to 2015 in the amount of up to €5.8 billion. This amount
represents 79 % of the ESF budget planned for 2015.
On the other hand, the ESF did not receive any significant reinforcements in 2014 – unlike in
the previous years.

28) Denmark, the Netherlands, Sweden and the United Kingdom provide the Commission
with national declarations. However they differ in form of scope, comprehensiveness and
reporting period, rendering the valuable efforts almost unusable in the effort of
establishing a single audit chain. Which measures did the Commission take to improve
the situation?
Commission's answer : BUDG/D3, REGIO, EMPL
The final provisions of the new Financial Regulation require Member States' bodies entrusted
with the management of EU funds to provide (as from 2014) the Commission annually with a
management declaration but foresees that Member States may also provide in addition
"declarations signed at the appropriate level" (national declarations).
National declarations can be a building block for the Commission's overall assurance
provided that they are reliable and add value.
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In view of improving Member States' accountability for the management of EU funds, an
Inter-institutional working group on national declarations was launched on 16 December
2013 by Commissioner Šemeta, together with the European Parliament and the Council’s
Lithuanian and Greek Presidencies. The working group’s mandate was to develop
recommendations and a template for national declarations. In June 2014 it adopted its results,
which included a set of concrete criteria which can be used in practice and are sufficiently
flexible to accommodate specific national requirements relating to national declarations.
On 28 October 2014 the Commission formally endorsed the results of the working group in a
Communication (COM(2014) 688 final) to ensure that the recommendations and the
templates constitute a viable, practical reference for those willing to introduce them. In its
view, the recommendations and the templates adopted by the inter-institutional Working
Group show the potential value of this instrument. It brings the promise of two very positive
effects:
(1) to further increase accountability and transparency towards legislative bodies in the
Member States, which could effectively contribute to preventing, or early detecting, cases of
mismanagement or fraud of EU funds; and
(2) to ensure that management and control weaknesses are effectively addressed, as the action
plans would be supported at the political level and, hence the remedial measures would be
allocated the necessary resources.
Furthermore, the Commission will continue providing support and feedback to Member
States who issue already or are interested in issuing a national declaration. The Commission
is also willing to explore ways to further promote these national declarations following the
adoption of the recommendations issued by the Inter-institutional working group.

Management and Control Systems - specific cases
29) Examples of failures to observe procedural requirements (Box 6.1 a) - d) of the ECA
Annual Report 2013). Could the Commission please inform us about the consequences of
these observations of the Court, the respective amounts at risk and which measures were
taken (respectively a) - d))? Could the Commission please give detailed information about
the problems, the amounts at risk, measures which were taken of the similar cases which
are mentioned under point a) regarding ESF-projects in Spain and Rumania b) Germany,
Spain, Italy, Poland, UK c) Poland, Portugal d) Poland?
Commission's answer : EMPL
The Commission attaches to its reply an excel table summarising the state of play on each
error found by the Court and reported in Box 6.1, 6.2 and 6.3 of Chapter 6 of its 2013 report.
The information on both error rates and amounts at risk were extracted from the final list of
observations drawn up by the Court of Auditors and communicated to the Commission on
17/10/2014.
The Commission is currently in the process of sending specific recommendations to the
Member States audited by the Court during DAS 2013 pending the receipt of all final
analysis of the Court on each individual error.
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As indicated in the table, in a large number of cases, the errors found by the Court are
punctual and will be corrected through individual financial corrections. The financial
corrections which will be requested by the Commission will correspond to the ineligible
expenditure identified for each project.

Table for Q 29 31
32.xls

30) The Court’s sample included 14 transactions with final payments for the closure of two
2000-2006 OPs. In two programmes, the Court identified quantifiable errors in five
transactions. For four of these transactions, the national authorities had sufficient
information to prevent, detect and correct the errors before declaring the expenditure to
the Commission. However, neither the Member State nor the Commission detected these
errors in the checks carried out at closure (Thuringia (D) and Spain). One of the OPs was
closed without financial corrections. The other was subject to a 5 % correction affecting
some of the projects sampled. These project specific corrections were taken into account
by the Court in its assessment, significantly reducing the error rates reported by the Court.
Even after taking account of these corrections, these cases account for 26 % of the
estimated error rate for this policy area. Why did the Commission not detect these errors?
Commission's answer : EMPL
Concerning the 2000-2006 programming period, the Commission aims to ensure that the
error rate at closure will not exceed 2% of each operational programme. To this end, the
Commission has put in place a thorough process which consists in reviewing the accepted
error rates reported by the Member State at the moment of closure and applying financial
corrections where necessary. Moreover, besides the significant number of audits conducted
during the 2000-2006 programming period, DG EMPL has also performed between 2011 and
2013, 14 risks based closure audits covering 21 OPs, which represent 8.8% of the total
number of OPs and 25.6% of the total amount of expenditure.
These error rates reported by Member States are based on samples taken throughout the
programming period and covering all priority axes, the main beneficiaries and measures. As
such in the applicable regulatory framework they were considered to be representative for the
programmes' expenditure residual risk. In cases where the Commission could establish flaws
in the management and controls systems or in the closure process carried out by the Audit
Authority, a flat rate financial correction was applied. In the case of the closed Spanish OP
audited by the Court and referred to in this question, the flat rate correction amounted to
5%.The German OP Thuringia was closed without any corrections as the overall accepted
error rate of the programme was calculated with 0,97%, well below the materiality level of 2
%. The 0,97 % is the result of all audits over the whole programming period. The audit work
reduces the risk of individual error but can never exclude it entirely. A residual risk remains
and it is deemed acceptable if below materiality level.
The Court's methodology is slightly different since it focuses on expenditure at project level.
The Court selects a number of projects on the basis of a random selection. The fact that the
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Court detects individual instances of ineligible expenditure at project level after the closure
process is almost unavoidable. However, by applying flat rate corrections at closure, the
Commission effectively mitigates the risk above-mentioned and protects the EU budget
without necessarily correcting each case of ineligible expenditure at project level.

31) Examples of breaches in public procurement rules (Box 6.2 a) - b) of the ECA Annual
Report 2013: Could the Commission please inform us about the consequences of these
observations of the Court and which measures were implemented?
Commission's answer : EMPL
Please see reply to question 29.
Concerning the French case (box 6.2 a), the COM disagrees with the Court's quantification of
the error and will not request the Member State to implement a specific financial correction
for this project. While acknowledging that the procedure in place, which falls under Annex II
B of Directive (EC) 2004/18 (Article 21), contains some weaknesses, the Commission does
not agree with the Court's conclusion that it had in the end a financial impact leading to
ineligible expenditure declared to the Commission.
Indeed, the Commission considers that the principle of equal treatment has been respected
because for the lot audited there were 3 bidders which were all selected by the contracting
authority to enter into bilateral price negotiations, as allowed by the French law. The service
contract was subdivided into geographical sections called "lots", which was allowed by the
French regulation, in order to provide full coverage of the territory concerned. Concerning
competition, whilst it is true that only one bidder applied for each geographical unit of the
concerned lot, other bidders could also have applied. There was no intention to limit
competition and the possibility to present bids for several geographical sections was foreseen
in the tender. Finally, as a result of the negotiation allowed by the French law, the bidder that
according to the Court should have been excluded from the negotiation turned up to be the
cheapest.

32) Examples of failures to observe procedural requirements (Box 6.3 a) - c) of the ECA
Annual Report 2013): Could the Commission please inform us about the corrective
measures which have been implemented?
Commission's answer : EMPL
Please see reply to question 29.

33) Excessive salaries: In Romania cases were found where individuals were paid, while
working on ESF funded projects, a salary up to five times higher than the normal salary
received when working for nationally funded projects (see box 6.4 a) of the ECA Annual
Report 2013). The Commission replied that a flat rate correction of 25% had been applied
but that the current salary ceilings are still considered too high. What have been the
Commissions next steps to ensure that the salaries are appropriate? Which measures are
into force in order to ensure that there are no other comparable cases? The Commission
replied also that the Managing Authority concerned commissioned a study on the cost
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structure and the wage bill to serve as a basis for establishing maximum wage levels to be
applied in future projects. Who has born the costs? If the Commission has paid for the
study what where the costs?
Commission's answer : EMPL
Besides the Court of Auditors' observations, DG EMPL audit work conducted in 2012 had,
amongst other issues, also identified cases of high salaries in ESF projects in Romania. Since
then, all the relevant actions were taken to tackle this serious issue.
An action plan was put in place, aiming to correct the identified deficiencies in the selection
and verification procedures. The main issues addressed concerned the quality of the projects'
evaluation and contracting, the insufficient regulation of budget and staff matters in projects,
the quality and depth of the management verifications. For all projects which were approved
for financing under the old procedures, a flat rate correction of 25% is applied to all salary
expenditure declared. This correction will continue to be applied until these projects are
finalised.
The new ceilings for wages introduced by the Romanian authorities on the basis of a study
are 20% lower than before and have been included in the guidelines for applicants. The
Commission confirms that, despite an improvement, more needs to be done for salaries to
reflect the local market and to ensure a sound and efficient management.
The DG EMPL auditors have therefore transmitted observations in management letters sent
to the Romanian authorities in July 2014 and December 2014 following their preliminary
audit work (conducted from 10 to 13 June 2014 and from 17 to 21 November 2014). In their
letters to the Member State, the Commission's auditors explain that they consider that the
proposed ceilings are still far above the average salaries in Romania for the same type of
services and are to a large extent based on daily fees for long term experts / consultancy. In
the opinion of the auditors, these ceilings may be valid in the very exceptional case where
specific hard-to-find skills are needed. This audit work will continue in 2015, once a critical
mass of expenditure relating to expenditure selected and approved following the improved
procedures has been reached.
In the meantime and until reasonable assurance has been obtained, no payments are made for
projects approved for financing under the new procedures.
Concerning the study commissioned by the Managing Authority, it was financed under the
Technical Assistance Operational Programme and was part of a bigger contract which
included further assistance on the improvement of the contracting documentation. The value
of the whole contract was of approximately 90.000 EUR (396.459 RON).

34) Inflated costs: In Portugal the beneficiary of an ESF project claimed rental costs which
doubled the rent as compared to a previous contract (see box 6.4 b) of the ECA Annual
Report 2013). Could the Commission please identify the amount at risk and which
measures were taken?
Commission's answer : EMPL
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In that specific case, the comparison of costs done by the Court was between a rent paid for a
space by one entity with a rent paid for the same space by the final beneficiary that had
furnished the place in line with the requirements for a specific training.
Furthermore, in 2013 it had been decided to apply simplified cost options for this type of
spending. It had not been implemented at the time of the Court's visit but this type of cost
issue will no longer be possible.

35) Andalucía: When DG EMPL provided CONT with information on funding in Andalucía
on 10 November 2014. Cases of alleged misappropriations, including allegations against
a former EIB Vice-President, were still under investigation by the police. Have the
investigations been completed? If yes, what were the outcomes?
Commission's answer : OLAF, EMPL
The question seems to refer to allegations against a regional fund created in Andalucía to help
workers hit by layoffs, some of which was allegedly misappropriated, and for which certain
politicians (including the former EIB vice-president), are currently under investigation. DG
EMPL would like to note that this regional fund has not been co-financed by the ESF. The
Commission has no information on progress with the national investigations of this case in
question.

36) Andalucía: Has the Spanish management authority certified expenditures for training
courses affected by alleged irregularities for the financing period 2000-2006 or 20072013? If yes, what was the Commission's reaction?
Commission's answer : EMPL, OLAF
The Commission suspended payments to the Andalusian ESF Operational Programme in
November 2014 and requested the regional authorities to submit an action plan to address the
deficiencies of the management and control system. The corresponding action plan is
currently under validation by the Audit Authority. DG EMPL audit services are monitoring
closely the process and the actions being taken by the national and regional authorities. Once
formalized, the action plan will be submitted and analysed by DG EMPL's audit services in
order to ensure its adequacy, and further clarifications/actions may be requested, if needed.
Concerning various alleged irregularities described in the media, several enquires were made
by DG EMPL to the Managing and Audit Authorities to obtain information on whether these
concerned operations or projects were co-financed by the ESF. The Managing Authority,
through the Intermediate Body, has strived to identify risky projects possibly financed by the
ESF. In order to remove such risky projects from ESF co-financing, the Spanish authorities
have announced that they would decertify the training expenditure concerned. In the payment
claim submitted on 30 December 2014, the Spanish authorities withdrew € 46,972,740.11
corresponding to the funds certified to the ESF by the regional operational programme
Andalucía for training for employment during the whole period 2007-2003.
Finally, it is also important to note that in September 2014, DG EMPL audit services had a
meeting with the Andalusian authorities to present the new anti-fraud IT system developed by
DG EMPL ("Arachne"), which is intended to significantly strengthen the effectiveness of the
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fraud prevention and detection controls. DG EMPL strongly recommended the Andalusian
authorities to adopt this anti-fraud system. Andalusian authorities decided to test the Arachne
risk scoring tool for the Regional Operational Programme of Andalucía (see reply to question
40).

37) Andalucía: Did DG EMPL undertake a system's audit of the management authority
concerned?
Commission's answer : EMPL
DG EMPL undertook 4 audits on the Operational Programme Andalucía during the 20072013 programming period. Two of these audits concerned the Regional Audit Authority,
Intervención General de la Junta de Andalucía. In both cases, the EMPL auditors were able to
establish that the audit activities carried out by the regional audit authority are reliable and
that hence the results presented in national audit reports and in the Annual Control Report can
be accepted in the framework of DG EMPL audit assurance process.
The two other missions concerned the Intermediate Body Dirección General de Fondos
Europeos y Planificación – the Managing Authority being the central Unidad Administradora
del Fondo Social Europeo in Madrid.
The first audit mission concerned the audit of the expenditure related to actions implemented
by the Institutos de Enseñanza Secundaria. The DG EMPL auditors were able to establish a
correct functioning of the Management and Control Systems. Information received through
later Annual Control Reports confirms this assessment.
The second audit on the Intermediate Body aimed at verifying the quality of the management
verifications and included a re-performance of the Intermediate Body's control activities of 8
projects. The audit results showed that additional corrections were needed for certain projects
and that modifications to the management and control systems were needed, especially in
dealing with external audit certificates. The Commission audit team also recommended
changes in the timing of the verifications and in the risk analysis applied.

38) Andalucía: The management authority certified EUR 45 949 379 under the operational
programme for training for employment to the Commission during the period 2007-2013.
Did DG EMPL verify the amount certified to the Commission?
Commission's answer : EMPL
In the payment claim submitted on 30 December 2014, the Spanish authorities withdrew €
46,972,740.11 corresponding to the funds certified to the ESF by the regional operational
programme Andalucía for training for employment during the whole period 2007-2013. The
initial estimation by the Intermediate Body was of €45,949,379 but this amount was finally
increased by the Intermediate Body to € 46,972,740.11.
As explained in the reply to question 36, the Managing Authority, through the Intermediate
Body, has carried out an action plan to identify risky projects possibly financed by the ESF.
This action plan is currently under validation by the Audit Authority. DG EMPL audit
services are monitoring closely the process and the actions being taken by the national and
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regional authorities. Once formalized, the action plan will be submitted and analysed by DG
EMPL's audit services in order to ensure its adequacy, and further clarifications/actions may
be requested, if needed.

39) Andalucía: During an EG EMPL audit mission Commission officials detected weaknesses
in the management and control system of the Intermediate Body "Fondos Europos y
Planificación" with regard to audit certificates presented by beneficiaries, the quality
review, and on-the-spot checks by the management authority. What financial corrections
have been decided? What kind of action plan was drawn up?
Commission's answer : EMPL
The financial corrections are in the phase of being implemented since the Andalucian
authorities informed the Commission of the complete withdrawal of expenditure related to
training projects (see also the reply to question 36).
In respect to the DG EMPL audit mission, the EMPL auditors identified four findings related
to the weaknesses with regard to audit certificates presented by beneficiaries, the quality
review and the on-the-spot checks by the managing authority. The recommendation issued
can be summarised as follows:
1. The first recommendation relates to the conditions applicable on management verifications
in relation to the assurance that can be obtained from external audit certificates.
In cases present, the Intermediate Body should (i) determine and make the scope and
methodology of the audit work to be carried out by the external auditors obligatory and (ii)
determine the text of the audit opinion in order to ensure that it covers the assurance
requirements necessary for the management verifications. When these conditions are
fulfilled, the Intermediate Body could consider limiting the administrative verification of an
application for reimbursement to a sufficient and representative sample of transactions
selected taking into account risk factors (value of items, type of beneficiary, past experience)
and complemented by a random sample where considered necessary.
2. Secondly, the Intermediate Body was recommended to introduce a system to periodically
review the work of the external auditor. These reviews should be based on a sample of
operations and include (1) a review of the completeness of the working papers completed by
the external auditor and (2) a re-performance of the operations to evaluate the conclusions
reached by the external auditor. The findings, conclusions and follow-up of these reviews
should be documented.
3. The third recommendation relates to the on-the-spot character of the visits at beneficiary
level. If exceptionally the Intermediate Body should decide not to carry out the control at the
level of the beneficiary (and only carry out the control at the collaborating body), the reasons
justifying this decision should be documented. In addition, the Intermediate Body should
carry out an adequate planning to ensure that the on-the-spot controls are as much as possible
carried out during the implementation of the project period.
The Intermediate Body was also recommended to develop a more clear methodology for the
selection of operations for on-the-spot verification. This selection should include and take
into account an adequate risk assessment.
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4. Finally, the Intermediate Body was recommended to ensure that it is able on a regular basis
to analyse the overall results of the management verifications. This should be done through 3monthly follow-up reports in which in addition to the quantitative results of the verifications
there is also a qualitative analysis done with description of the required follow-up actions.

40) Andalucía: What was the outcome of the national anti-fraud conference held in Madrid on
18 November 2014?
Commission's answer : EMPL, REGIO, OLAF
The conference concluded that a zero tolerance approach to fraud and corruption must be
adopted. DG EMPL, REGIO, OLAF and Spain are committed to this joint effort. The
Commission will support Spain in its efforts to combat fraud and corruption in ESIF. In
particular, the Commission wishes to see Spain adopting the 2014-2020 legislation-based
proportionate and effective anti-fraud measures to ensure that fraud and corruption issues are
sufficiently addressed in all Spanish regions, including Andalucía. The Commission pointed
out that technical assistance funds available through the programmes can be used to
implement anti-fraud and anti-corruption measures. The Commission emphasised that an
absence of effective and proportionate anti-fraud measures could have a negative impact on
the designation process and informed the Spanish national and regional authorities that this
point would be subject to close scrutiny from the Commission's side in its assessment of the
designation process. The Commission insisted with the Spanish authorities on the need to
step up their efforts in this respect as well as on the need to implement more effective antifraud measures. As a first result, the region of Andalucia has decided to start using the
Arachne fraud risk scoring tool already for the 2007-2013 programming period and DG
EMPL is providing the necessary support to set up the system and assisting the regional
authorities in creating the relevant data files required. The Andalusian authorities also
committed to have a dedicated anti-fraud agency carrying out detection and prevention
activities.

41) Andalucía: The Annual Control Report 2013 for the OP Andalucía showed an error rate
of 16%. Payment claims were finally suspended on 10 November 2014. What is the
current state-of play?
Commission's answer : EMPL
Following the analysis of the Annual Control Report 2013 (error rate of 15.99%) the
programme was put in reservation in DG EMPL's Annual Activity Report. Two payment
claims for the regional Andalucía OP were interrupted in January 2014 and a suspension
procedure was launched on 11 June 2014 on the basis of the deficiencies identified by the
national Audit Authority (concerning the first level management verifications and the high
error rate in the audits of operations of 15.99%). The suspension Decision covering the whole
OP including the measures under investigation related to employment was adopted on 7
November 2014.
In order to lift the payment interruption and the suspension procedure, the Intermediate Body
has submitted a draft Action Plan including several corrective and preventive measures. One
of the corrective measures, the de-certification of all the funds related to training actions that
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have been co-financed by the ESF in the whole 2007-2013 period has already been
implemented (see reply to question 36). The implementation of this measure, once validated
by the Audit Authority, will be one of the key elements to be taken into account to lift the
abovementioned suspension. Furthermore, in order to lift the suspension, the Commission
will have to get sufficient assurance that the corrective and preventive measures implemented
by the Spanish authorities are functioning correctly. This assurance can only be obtained on
the basis of appropriate audit work.
At the present time, DG EMPL is expecting the implementation of the measures contained in
the Action Plan validated by the Audit Authority. In the meantime the OP Andalucía remains
suspended.

European Globalisation Adjustment Fund (EGF)
42) During 2013 the Parliament approved nine cases of mobilisation of the EGF. The
Commission carried out an evaluation of the performance and success of the Fund,
identifying the rate of resumption of the workers involved in the labour market?
Commission's answer: EMPL
The ex-post evaluation to measure the impact of the EGF (2007 - 2013) and its added value
has been conducted in two phases. The first phase was undertaken between 2013 and early
2014. The study covers 33 cases for which the final reports were received by the EC between
November 2011 and September 2013. The final phase included a further 25 cases which have
provided final reports by the end of 2013. A mid-term evaluation was conducted in 2011. It
comprises 15 cases implemented between January 2007 and June 2009.
A report providing overall conclusions concerning the EGF, based on the results of all three
evaluations (mid-term and both phases of the ex-post evaluation) will be made available by
mid-2015.
The average re-employment rate achieved at the end of EGF assistance across the 73 cases
was 49%. This can be considered to be a positive outcome, given the prevailing economic
conditions and the fact that among EGF beneficiaries predominated workers with certain
characteristics (e.g. low skills levels, long employment histories with previous employers,
etc.) which can compromise successful rapid reintegration.
Furthermore, there is a high level of sustainability of the outcomes. When measured around 6
months later, 65% of the cases, for which data were available, experienced a further increase
of the re-employment rates of the assisted workers as compared to those achieved at the end
of the implementation period.

43) The EGF, in many Member States, is actually a duplication of existing tools. The
Commission carried out a thorough analysis of the cases in which the EGF does not
involve any European added value? Considers it appropriate to evaluate a review of the
EGF in order to tailor it to the needs of each Member State in order to avoid overlap with
the national instruments to support workers?
Commission's answer: EMPL
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The EGF measures are designed so as to complement the existing provision of services. EGF
funding supports national action by reinforcing the intensity of the package of measures
provided to redundant workers — which in some cases could be very basic or non-existent —
and by prolonging the implementation of certain measures (volume effects). The EGF
broadened also the existing action by providing support to groups which may not otherwise
been supported and by funding measures which are typically not part of the regular offer of
the Public Employment Services or the ESF (scope effects).
Some of the EGF measures proposed in the package constituted an innovation at
local/regional level and were later adopted in the Public Employment Services provision,
such as the introduction of individualized coaching and counselling sessions and the
innovation in the area of employer engagement such as providing "vacancy acquisition"
services to employers (role effects).
There are also examples of EGF learning which has been mainstreamed but also influenced
the underlying processes and methods used to try and achieve better outcomes for dismissed
workers (process effects), such as the mobility centre established in support of former
workers of the graphic industry in the Netherlands. A collective agreement for the graphics
sector was adopted on 1 April 2012 partly as a consequence of the labour market outcomes
achieved for dismissed workers in these cases. The mobility centre that was established is
now a permanent facility. The collective agreement specifies that the mobility centre should
be used by a company that is going through restructuring.
The Commission does not consider reviewing the new EGF Regulation, since it offers to
Member States complete freedom in the selection of the active labour market measures which
constitute the coordinated package of personalised services in support of the redundant
workers. This flexibility allows Member States to design the measures which best fit the
needs of workers and the national needs. In their applications, MS have to explain how the
proposed EGF measures complement other EU- or national-funded actions in support of the
workers, and synergies between such measures are particularly welcomed.

Absorption
44) Could the Commission please provide Parliament with a list of ESF - absorption rates in
the respective Member States?
Commission's answer : EMPL
Based on the submitted payment claims at the end of 2014 there are 11 Member States that
are below the ESF average absorption rate (79%).
They are the following: BG (75.8%), HR (42.52%), CZ (73.37%), FR (74.87%), HU
(71.83%), IT (77.24%), LU (75.42%), MT (67.37%), RO (47.96%), SK (64.90%) and UK
(77.15 %).
For all these Member States, DG EMPL (where appropriate in coordination with DG REGIO
as part of a joint Taskforce), is planning to take actions to help Member States improve
absorption.
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On the positive end Portugal has the highest absorption rate based on the submitted payment
claims (88.05%), followed by Austria (87.50%), Latvia (84.86%) and Finland (84.22%). Also
Cyprus (81.42%), Estonia (82%), Germany (81.8%), Greece (81,97%), Ireland (80.81%),
Lithuania (82%), the Netherlands(80,98%), Poland (82.31%), Slovenia (83.76%) and Sweden
(82.42%) has an absorption rate over 80 %.
The remaining countries have an absorption rate within the ESF average: Belgium (79,07%)
Spain (78,71%) and Denmark (78,11%).

45) By the end of 2013, we note that around 95,23% of the available budget (ESF and
national) was committed to operations, and in terms of payments around 69,04 % of the
total Member States allocation (ESF and national) was paid to the operations. How does
the Commission evaluate the absorption rates?
Commission's answer : EMPL
Global absorption of the ESF is generally well on track and by the end of 2014 reached 70%
of the decided budget based on the paid payment claims and 78% taking into consideration
the submitted payment claims (back-log). This share generally is in line with expectations
and a balanced progress over time.
According to the current forecasts of Member States, the execution (based on the submitted
payment claims) would reach 90% by the end of 2015.
Member States will have time until 31 March 2017 to close the programmes and present the
final payment claims for the outstanding balance.

46) At the end of 2013, five countries (BG, CZ, HU, SK, ES) have potential de-commitments
of a total amount of EUR 203.6 million) because the targets for N+2/3 were not met.
What is the situation?
Commission's answer : EMPL
For the year 2013 these amounts have been subject to decommitments as the N+2/3 targets
were not met.
At the end of 2014, the total amount of de-commitment risk is € 129 million concerning six
countries (BE, CZ, DE, IT, SP and the UK). The final amount to be decommited will be
known after the finalisation of the contradictory process with the Member States concerned.
The Commission is monitoring closely all programmes at risk of de-commitment.
Furthermore, it has taken action to address the issue bilaterally with Member States
concerned at monitoring committees and annual review meetings. Where necessary, official
letters were sent to national authorities.
Also, the extension of the N+3 rule to 2011's and 2012's commitments for Slovakia and
Romania (Regulation 1083/2006 modification of 20 November 2013) helped to reduce the
risk for these two Member States substantially.
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Interruptions/suspensions/reservations
47) What is the practice for informing a Member State about interruptions or suspensions if
the latter is not preceded by a warning letter, given that in 2013 and beginning of 2014
not all interruption and suspensions of ESF funding were preceded by warning letters and
not all warning letters were succeeded by interruptions and in one case by suspension?
Has the Commission analysed whether the warning letters for interruption and suspension
actually contribute to reducing irregularities and thus avoiding subsequent financial
sanctions?
Commission's answer : EMPL, REGIO
In cases where no warning letter was previously sent to the Member States authorities, an
interruption letter is sent to the Member States authorities to inform them about the
interruption of a pending payment claim. A pre-suspension letter is sent together with the
draft audit report in the national language version to the Member States' authorities by which
a suspension decision procedure is launched. Both letters inform the Member States
authorities about the relevant serious deficiencies and irregularities identified.
Warning letters are an initiative that the Commission has taken going beyond the tools set out
in the regulation. They serve as a preliminary tool to inform the Member State about serious
deficiencies and irregularities and the Commission's intention to interrupt payment deadlines
in case the Member State submits a payment claim. In the majority of cases, warning letters
are issued after the assessment of the annual control reports by the Commission audit
services. However, it should be noted that the Member States submit payment claims
irrespective of a pending warning letter to avoid de-commitments of resources at year-end.
Warning letters typically trigger action by Member States to address the identified problems
(remedial actions requested by the Commission and agreed with the Member States,
implemented and audited before being able to resume payments). However, if they do not act
sufficiently diligently, a suspension procedure is always triggered and financial correction
procedures are launched, where necessary.

48) 30 % of the programmes under reservation in the AAR 2013 are concerning Spain. The
highest error rate for a Spanish programme which is under reservation is 37,76 %. What
are the Commissions next steps to improve and support the Spanish authorities?
Commission's answer : EMPL
Since 2011, the Commission has implemented a specific action plan for Spain aiming at
providing hands-on assistance for issues related to the eligibility of expenditure and the
assurance to be obtained from management and control systems. In this respect, regular
meetings between the Commission and the Member State have taken place. The Commission
has also organised several conferences on simplification (Barcelona October 2011; Valencia
February 2014). A capacity building seminar on State Aid took place in November 2014.
Close monitoring of action plans (Cataluna, Andalucia, Valencia, Adaptabilidad y Empleo,
Pais Vasco, La Rioja, Baleares) is on-going on a continuous basis.
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The Spanish authorities, on their initiative, have decided to withdraw certain high-risk
bodies/expenditure and to replace the funding with low risk expenditure. This is the case e.g.
for the Lucha contra la discriminacion operational programme and for the regional
operational programme Extremadura. Additional ad hoc assistance has been provided to help
regional and national authorities in the determination of areas of simplification in their
programmes. This has been the case for Andalucia (education measures where the error rate
has dropped below materiality levels), Galicia (education) and Canarias. Other regions such
as Cataluna and Valencia are currently identifying similar areas of implementation of
simplified cost options.
The Commission will launch an additional seminar on the new rules on simplified cost
options for the 2014-2020 programming period and insist on their wide implementation in the
Operational Programmes. The Commission has also insisted heavily on the implementation
of effective anti-fraud/irregularities measures. The Arachne tool which represents a
comprehensive database of financial and operational data on ESF (and ERDF) projects and
beneficiaries allowing carrying out, on the basis of objective criteria, a risk scoring leading to
the identification of the most risky projects and the most risky operational programmes has
been presented regionally in Andalucia in September 2014 and during the anti-fraud
conference at national level in November 2014. Further pressure will be exercised in order to
increase the level of take-up of this fraud risk scoring software tool.
The Commission will continue to maintain regular contacts with the national authorities in
order to find systemic solutions to the high level of shortcomings and problems of
governance identified by the national audit authority, the Court of Auditors and the auditors
of DG EMPL that show weaknesses in the management and control systems of the ESF
Spanish operational programmes. Moreover, the Commission has launched procedures of
interruption or suspension of payments, total or partial, caused by the serious deficiencies in
the management and control systems which in turn affect the legality and regularity of the cofinanced operations, and follow-up of these procedures will be done in 2015.
In addition, and having in mind also the new programming period 2014-2020, the Spanish
authorities have, at the request of the Commission, undertaken to set up a comprehensive
action plan to address the current problems and prevent their recurrence in the future.

49) In 2013 the Commission issued reservations in particular for the following countries:
Belgium 5 OPs, Spain 11 OPs, Italy 6 OPs and the UK 4 OPs. Please specify the
problems found.
Commission's answer : EMPL
Please refer to the reply to questions 19 and 20.
DG EMPL issued reservations for the Operational Programmes in Belgium (5), Spain (11),
Italy (6) and the UK (4). Some reservations are categorised as "reputational", meaning that
the deficiencies were already identified and no payments were made in 2013 for these (parts
of) programmes.
The underlying reasons for putting these programmes in reservation are disclosed in the table
attached.
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Question 49.doc

Detailed information for all the OPs included in the reservation is provided in the Annual
Activity Report (annex 7-1).
In general, the reasons for limited assurance are either systemic, i.e. linked to the Member
State management and control system and/or punctual, i.e. linked to a more specific problem
or beneficiary. Regarding the systemic issues, DG EMPL identified for instance deficiencies
in the national checks including management verifications or in the functioning of the Audit
Authorities (inadequacy of system audits, lack of separation of function). In addition to these
systemic issues, more punctual problems were found in the area of public procurement and/or
certification of passive measures accompanying the active ones.

Former programming periods
50) In 2013 the Commission took a financial correction decision for an amount of EUR 153
million against two Spanish programmes of the period 1994-1999. Why did it take 13
years?
Commission's answer : EMPL
The two Spanish operational programmes in question are the programmes with the biggest
allocation of the programming period 1994-1999, with a very complex structure involving
numerous bodies in its implementation and control. The OPs' closure documents were
transmitted to the Commission in March 2003 and the closure procedure ended in December
2005.
Afterwards, the services of the Commission carried out a closure audit to verify the
application of Regulation (EC) No 2064/97, which led to the launch of a financial correction
procedure.
Due to the complexity of the files and the importance of the financial correction amounts at
stake, the contradictory procedure of the report and the financial correction procedure
required numerous meetings and exchanges of correspondence between the Commission and
the different National authorities, including, among others, a total reconstitution of the
expenditure declarations for each year of the programming period 1994-1999. This was a
very complex and time consuming operation involving many different actors, which required
compilation and analysis of huge amount of documentation and also discussion at every stage
of the procedure.

51) There are still 6 programmes to be closed for the financial period 2000-2006 (2 FR, 1 IT,
1SE, 2 UK) of which 3 are concerned by ongoing financial corrections. Please explain the
cases.
Commission's answer : EMPL
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The closure of a programme is a process of analysis of the final payment request, final
implementation report and final control report for each programme. It is at this last stage that
it should be ensured that the necessary financial corrections are implemented by the Member
States. Otherwise, the Commission will propose to implement it before making the final
payment/recovery to the programme concerned. Only then and if the Member State accepts
the proposal of the Commission, the final financial transaction can be done.
During 2014 DG EMPL has closed all 239 programmes under 2000-2006 programming
period: 30 partial and 209 full closures leaving a remaining amount to be wound up (RAL) of
EUR 493 million.
This RAL is currently open mainly due to:
- suspended operations following judicial proceedings: EUR 95.5 million notably in Italy and
Germany;
- financial corrections required by the Commission but not yet accepted by the Member State
for Italy (Sicily, Calabria and Abruzzo - EUR 364 million) as well as for Spain (Lucha Obj.1,
Obj.3 and Galicia - EUR 33.5 million).
For Sicily, the audits carried out by DG EMPL and the national Audit Authority
demonstrated in first instance a serious deficiency in the implementation of the first level
controls. Secondly, the Sicilian authorities had declared an amount of expenditure related to
so-called "progetti coerenti" which were found to be entirely ineligible for co-funding by the
ESF. All these errors were reported in the closure report issued by the national Audit
Authority and led DG EMPL to initiate the corresponding financial corrections. The official
correction procedure under art 39 of Reg 1260/2006 is on-going.
For Calabria, the situation is similar to that of Sicily. DG EMPL auditors carried out several
audits during the programming period which led to the discovery of "progetti coerenti".
Furthermore, the closure declaration issued by the national Audit Authority showed (i)
serious flaws in the delivery of the audit work. These flaws concerned e.g. important scope
limitations and, (ii) a high error rate. DG EMPL has requested, following communication
with the Audit Authority that extra audit work be carried out in order to verify the anomalous
nature of certain errors found. The results of this audit work showed that the errors found
were not anomalous and that hence the corresponding errors needed to be extrapolated. DG
EMPL is currently launching the financial correction procedure under Article 39 of Reg
1260/2006.
For Abruzzo, the EC audit team ascertained, after having carried out a fact-finding mission
on the closure process, a lack of audit trail, which entails a low quality of the controls, a risk
of double financing for the operations, and uncertainty about the operations actually being
checked by the Audit Authority. Many audit files lacked proper supporting documentation
and the timing of activities was not always compatible with a thorough and accurate control
of 100% of expenditures, as so stated in the reports. As a result, the EC deems the values of
the error rate and the percentage of checked expenses reported in the closure declaration
unreliable and financial corrections on a flat rate basis have been initiated.
For the Operational Programme "Lucha contra la discriminacion" (Objectives 1 and 3) a
financial correction procedure is being prepared.
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Concerning Galicia, the proposal for closure, including the financial correction proposed by
the Commission, was sent to the Spanish authorities in December 2014 and their reply is
expected by the end of February 2015.

Anti-fraud strategy
52) In Italy is conducting an investigation that has uncovered fraud in the use of EU funds for
training. The Commission may provide accurate data on cases of fraud detected in 2013
related to the training courses across the EU?
Commission's answer : OLAF, EMPL
In 2013, 10 Member States have reported 47 cases of suspected fraud related to the European
Social Fund (programming period 2007-13) and linked to programmes, priorities or themes
closely connected with training actions. These cases concern about EUR 13 million.
It is important to note that the ESF also finances initiatives which are not directly executed
through training or learning actions. The information reported by Member States, although
providing detailed information in relation to the operational programmes, the priorities and
themes concerned, does not specify if the detected cases concerned specifically a training
activity or not, therefore it is not possible to extrapolate from the above total figure, the
amount concerning training courses.
It should be noted that cases of a suspected fraudulent nature are reported by Member States
already in the early stages of an investigation. In order to define them as established fraud,
the relevant national (judicial) proceedings need to be finalised.

53) The total number of on-going OLAF investigations concerning DG EMPL's fields of
activity amounts to 44 ESF related cases at the end of 2013 (AAR DG EMPL, page 64).
Could the Commission please inform Parliament about the current state of play of these
cases? Which Member States are concerned with how many cases?
Commission's answer : OLAF, EMPL
Based on updated statistics, the number of cases concerned is 39. Out of these cases, 37 are
still open (2 in AT, 1 in BG, 2 in DE, 4 in EL, 1 in FR, 1 in HU, 4 in IT, 3 in NL, 1 in PL, 4
in PT, 9 in RO, 4 in SK and 1 in UK), 1 was closed with recommendations (SI) and 1 was
closed without recommendations (BG).

54) What is the current state of play regarding the allegations that ESF-funding for training
courses intended for unemployed persons apparently never took place.
Commission's answer : EMPL
The question most likely refers to allegations reported by an article published in the German
magazine "Der Spiegel" 40/2014 and concerning Andalucía, Spain.
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The case is currently under investigation by the Spanish police. The investigation is open and
no official results are yet available.
In April 2014, DG EMPL informed OLAF about these allegations.
OLAF dismissed the case in June 2014 because the information received did not bring
sufficient suspicions of fraud, but requested to be informed of any outcome of the control
activities carried out by the national authorities that might change its position.
DG EMPL also contacted the Managing Authority (MA) in April 2014 to request further
information. In the payment claim submitted on 30 December 2014, the Spanish authorities
withdrew € 46,972,740.11 corresponding to the funds certified to the ESF by the regional
operational programme Andalucía for training for employment during the whole period 20072013 (see reply to question 38).

Eurostat- GNI contributions
55) When asked about the need to launch infringement proceedings in order to ensure the
implementation ESA 95 and 2010 standards the Eurostat services replied that "
infringement procedures, lasting several years, are very lengthy and not the most
appropriate way to solve outstanding issues...".
How can the Commission justify that the ESA 95 standards entered into force in 1995 for
uses other than own resources, i.e : for Member States macroeconomic debt and deficit
data and for determining Structural Funds co-financing rates, but were not fully applied in
the calculation of Member States GNI contributions before September 2014?
Commission's answer : ESTAT, BUDG/B4
The start of implementation of ESA 95 took place in 1999. It became the standard for
structural funds and debt and deficit statistics in 2000 and for GNI Own Resources in 2002.
The ESA is a very long and complicated document and its implementation requires the
introduction of a multitude of diverse and changing data sources. Therefore for each
particular use (e.g. GNI, structural funds, debt and deficit), the responsible team at Eurostat
verifies compliance concerning the relevant rules for that use; these may be different. As far
as GNI is concerned, a very thorough cycle of verification and improvement of GNI data was
concluded in early 2012 with the setting of reservations and a two-year deadline for Member
States to resolve the issues.
The setting of a reservation does not necessarily imply an infringement of ESA. Often ESA
95 was imprecise and needed interpretation (many of these interpretations were clarified in
ESA 2010). Second, a reason for setting a reservation might be a requirement for Member
States to merely clarify the practical approach used in an aspect of GNI calculations, or for a
calculation to be followed through in direct verification.
The setting of a reservation is the accepted practice in the Own Resources process to ensure
that the Union's interests are safeguarded.
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56) Does the Commission really consider that the 'reservations' practice, accompanied with
deadlines for action set in relation to pending issues is the most effective way to promote
the implementation of ESA standards by Member States whilst it took 19 years to get the
ESA 95 standards implemented?
How does the Commission justify that the last reservation in force in October 2014
concerned the transition between GDP ESA 95 and ESA 79 in Greece?
Commission's answer : ESTAT, BUDG/B4
As stated in the answer to question 55, the transition from ESA 79 to ESA 95 for Own
Resources purposes occurred in 2002.
Also, as stated, GNI reservation does not necessarily imply an infringement of ESA 95. A
reservation is the tip of the iceberg in a thorough process of verification which includes a
substantial element of peer review by other Member States.
That being said, the Commission has accepted the recommendation in the European Court of
Auditors report ("Getting the GNI data right", special report no 11, 2013) that the last
verification cycle was lengthy and is currently investigating ways of reducing this time.
It should also be noted that the situation in Greece has been a special case and a
comprehensive action plan has been put into place in order to improve statistics in that
country.
Finally, it should also be noted that the very presence of a reservation means that no country
will ever profit from deficiencies in its national accounts as the position for budgetary
calculations is never finalised until that reservation is lifted, however long that process may
take.

57) Could the Commission explain in detail the subject and content of the new country
specific reservation for the United Kingdom decided in September 2013 and how it
resulted from the audit carried out by the ECA as reported in the ECA special report
11/2013?
Commission's answer : ESTAT, BUDG/B4
Paragraph 59 of the report "Getting the GNI data right" (special report no 11, 2013) mentions
the issue. Further explanation is given in Preliminary Findings PF-5313. The opinion of the
European Court of Auditors was that there were weaknesses in the estimation process of the
transition from output at producer's prices to basic prices in the United Kingdom's national
accounts. The consistency between the scope of taxes and subsidies in the aforementioned
transition and the scope of taxes and subsidies from the government accounts used in the
estimation of GDP was thought to be deficient. The United Kingdom authorities accepted this
finding.
The Commission's reply to the ECA observation confirmed that Eurostat had investigated the
issue during the GNI information visits in 2008 and 2009. In the light of the information
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obtained at that time, Eurostat considered that the proper transition to basic prices was
ensured to an acceptable degree of quality.
Answering on the ECA report, the Office for National Statistics (ONS) agreed to follow-up
this issue. In the discussions with Eurostat the ONS repeated that they did not expect this to
be a significant problem (the estimated impact is lower than the 0.1% of GNI that is currently
used as the materiality threshold). However, given the Court’s findings and the ONS
intention to follow it up, Eurostat decided to place a specific reservation on this issue in order
to safeguard the Union's interests.

Cooperation with Commission's Vice Presidents
58) The Commissioner for employment and social affairs will have to cooperate potentially
with a number of Commission's Vice Presidents. How is this cooperation organised?
Commission's answer : EMPL, SG
In accordance with Article 17 (6) b) and c)of the Treaty on the European Union and with
Article 248 of the Treaty on the functioning of the European Union, the Commission's
President decides on the internal organisation of the Commission and appoint Vice-Presidents
from among the members of the Commission. The President also structures and allocates
responsibilities among the members of the Commission.
On this basis, the Commission's President established on 11 November the Commission
working methods.
A number of well-defined priority projects have been entrusted to the Vice-Presidents who
steer and coordinate work across the Commission in the key areas of the Political Guidelines;
this allows for a better focus and a much stronger cooperation amongst Members of the
College, with several Commissioners working closely together as a team, led by a VicePresident, in composition that may change according to need and as new projects develop
over time.
This new organisation of the Commission implies regular contacts and consultations between
the Commissioner(s) and the Vice-President(s) concerned in order to define a coordinated
approach and guarantee the consistency of priority projects and other main initiatives with the
President's political orientations.

***
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Question 1 - point d
Intermediary

Country

Adie

France

Banca di Credito Cooperativo Mediocrati

Italy

Banca Popolare di Milano

Italy

Banca Transilvania

Romania

Banco Comercial Portugues - Millenium

Portugal

Banco Espirito Santo

Portugal

Banka Koper

Slovenia

BCC Bellegra

Italy

Caja Rurales Unidas

Spain

Colonya Caixa Pollenca

Spain

Cooperative Bank of Peloponnese

Greece

Cooperative Central Bank

Cyprus

Creasol

France

Credal

Belgium

Emil Banca Credito Cooperativo

Italy

Erste Bank

Austria

EZBOB

United Kingdom

FAER

Romania

Fair Finance

United Kingdom

Finmolise

Italy

First Step

Ireland

FM Bank

Poland

GLE

United Kingdom

ICREF

Spain

Inicjatywa Mikro

Poland

Question 1 - point d
Initiative France

France

Jobs Micro Financing Institution

Bulgaria

Laboral Kutxa

Spain

Microfinance Ireland

Ireland

Microstart

Belgium

Mikrofond

Bulgaria

Millenium BCP follow up

Portugal

OTP Banka Slovensko

Slovakia

Pancretan Bank

Greece

Patria Credit

Romania

PerMicro

Italy

Qredits

The Netherlands

Sberbank Slovenia

Slovenia

Siauliu Bankas

Lithuania

SKB Leasing

Slovenia

Società Europea Finanza Etica ed Alternativa

Italy

Societe Generale Expressbank

Bulgaria

Vaekstfonden

Denmark

Question 1 - point B
ANNEX: Overview of CSRs for 2014-2015 related to employment and social policies
Employment and social policies
Labour market Active labour Wage
participation
market policy setting
mechanisms

Labour
Education
market
and
segmentation training

Poverty and
social
inclusion

AT
BE
BG
CZ
DE
DK
EE
ES
FI
FR
HR
HU
IE
IT
LT
LU
LV
MT
NL
PL
PT
RO
1

SE
SI
SK
UK
* Greece and Cyprus are programme countries and therefore not included.
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question 19

2007-2013 period
Commission audit opinion

MS

2013
interim
payments

OP number

2013 error
2013 error
rate reported rate after
in the ACR COM analysis

Difference

CRR

Unqualified

Qualified with Qualified with
minor
major
observations observations

Adverse

Disclaimer (no
audit info
available)

Reservation

1 - Reliable ACR information - Accepted Error rate
AT

2007AT051PO001

Burgenland

8.435.024

2,65%

2,65%

0,00%

1,90%

x

AT

2007AT052PO001

Beschäftigung

80.399.729

0,64%

0,64%

0,00%

0,94%

x

BE

2007BE051PO001

Convergence' Hainaut

43.723.666

8,64%

8,64%

0,00%

5,84%

x

BE

2007BE052PO002

Troïka Wallonie ( hors Hainaut ) Bruxelles (COCOF)
66.666.621
- FSE

8,64%

8,64%

0,00%

5,84%

x

BG

2007BG051PO001

Human Resources Development

283.752.869

0,48%

0,48%

0,00%

0,09%

x

BG

2007BG051PO002

Administrative Capacity

24.529.316

2,03%

2,03%

0,00%

0,00%

x

CZ

2007CZ05UPO001

Lidské zdroje a zaměstnanost

384.667.896

4,60%

4,60%

0,00%

2,00%

x

CZ

2007CZ05UPO002

Vzdělávání pro konkurenceschopnost

643.239.966

1,91%

1,91%

0,00%

0,00%

x

DE

2007DE051PO001

Brandenburg

110.289.516

1,09%

1,09%

0,00%

0,00%

x

DE

2007DE051PO002

Mecklenburg-Vorpommern

46.168.103

3,14%

3,14%

0,00%

7,56%

DE

2007DE051PO003

Niedersachsen - Region Lüneburg

29.621.302

1,44%

1,44%

0,00%

1,75%

x

DE

2007DE051PO004

Sachsen

153.550.616

1,87%

1,87%

0,00%

1,57%

x

DE

2007DE051PO005

Sachsen-Anhalt

60.780.505

3,47%

3,47%

0,00%

1,93%

DE

2007DE052PO002

Bayern

50.108.732

0,24%

0,24%

0,00%

0,57%

DE

2007DE052PO003

Berlin

81.699.346

5,42%

5,42%

0,00%

3,15%

DE

2007DE052PO006

Hessen

18.950.320

0,59%

0,59%

0,00%

0,96%

DE

2007DE052PO007

Niedersachsen (ohne Region Lüneburg)

39.980.478

1,44%

1,44%

0,00%

1,55%

x

DE

2007DE052PO008

Nordrhein-Westfalen

73.732.153

2,81%

2,81%

0,00%

1,56%

x

DE

2007DE052PO010

Saarland

23.465.204

0,12%

0,12%

0,00%

0,00%

DE

2007DE052PO011

Schleswig-Holstein

20.949.547

1,18%

1,18%

0,00%

1,21%

DE

2007DE05UPO001

Bund

993.933.379

0,71%

0,71%

0,00%

0,76%

x

ES

2007ES051PO002

CASTILLA LA MANCHA

19.349.223

2,95%

2,95%

0,00%

0,00%

x

ES

2007ES051PO003

EXTREMADURA

34.842.331

1,12%

1,12%

0,00%

0,00%

ES

2007ES051PO004

GALICIA

48.670.769

1,47%

1,47%

0,00%

0,00%

x

ES

2007ES051PO007

CEUTA

1.825.094

0,00%

0,00%

0,00%

0,00%

x

ES

2007ES051PO008

MELILLA

2.212.312

0,00%

0,00%

0,00%

0,00%

x

ES

2007ES052PO001

CANARIAS

3.774.032

0,24%

0,24%

0,00%

0,00%

x

ES

2007ES052PO003

COMUNIDAD VALENCIANA

11,91%

11,91%

0,00%

0,00%

ES

2007ES052PO004

ARAGON

9.286.771

16,18%

16,18%

0,00%

6,20%

ES

2007ES052PO006

CANTABRIA

4.475.563

2,26%

2,26%

0,00%

0,00%

x

ES

2007ES052PO009

NAVARRA

2.067.186

2,72%

2,72%

0,00%

0,00%

x

ES

2007ES05UPO002

LUCHA CONTRA LA DISCRIMINACION

53.524.936

4,28%

4,28%

0,00%

1,25%

x

ES

2007ES05UPO003

ASISTENCIA TÉCNICA

4.736.316

4,28%

4,28%

0,00%

2,83%

x

FI

2007FI052PO001

Manner-Suomen

122.421.816

0,05%

0,05%

0,00%

0,41%

x

GR

2007GR051RV001

55.655.450

2,62%

2,62%

0,00%

GR

2007GR05UPO001

Développ. Ress.humaines

520.946.673

2,62%

2,62%

0,00%

GR

2007GR05UPO002

Education, formation

221.391.444

2,62%

2,62%

0,00%

GR

2007GR05UPO003

Développement administration

61.919.271

2,62%

2,62%

0,00%

HU

2007HU05UPO002

Reforme de l'Etat

11.045.272

1,07%

1,07%

0,00%

0,00%

x

IE

2007IE052PO001

Human Capital Investment

0,00%

0,00%

0,00%

0,00%

x

IT

2007IT051PO002

Calabria

110.103.974

1,45%

1,45%

0,00%

0,00%

x

IT

2007IT051PO003

Sicilia

299.695.488

1,98%

1,98%

0,00%

1,42%

x

IT

2007IT051PO004

Basilicata

39.779.792

0,88%

0,88%

0,00%

0,51%

x

IT

2007IT051PO005

Puglia

126.530.863

1,43%

1,43%

0,00%

0,00%

IT

2007IT052PO002

Emilia Romagna

39.882.733

0,02%

0,02%

0,00%

0,02%

x

IT

2007IT052PO003

Friuli Venezia Giulia

23.014.347

0,19%

0,19%

0,00%

0,00%

x

IT

2007IT052PO004

Lazio

78.870.932

1,18%

1,18%

0,00%

0,74%

IT

2007IT052PO005

Liguria

20.456.102

1,34%

1,34%

0,00%

1,00%

IT

2007IT052PO006

Lombardia

29.823.535

0,06%

0,06%

0,00%

0,00%

x

IT

2007IT052PO007

Marche

14.131.890

0,03%

0,03%

0,00%

0,00%

x

IT

2007IT052PO008

Molise

9.077.085

0,85%

0,85%

0,00%

0,81%

x

IT

2007IT052PO011

Piemonte

61.929.679

0,19%

0,19%

0,00%

0,06%

IT

2007IT052PO013

Umbria

18.877.564

0,45%

0,45%

0,00%

0,57%

IT

2007IT052PO014

Valle d'Aosta

6.470.743

3,41%

3,41%

0,00%

0,00%

IT

2007IT052PO015

Veneto

68.537.922

0,33%

0,33%

0,00%

0,30%

LV

2007LV051PO001

Human Resources and Employment

91.576.057

1,50%

1,50%

0,00%

0,00%

x

MT

2007MT051PO001

0,85%
Operational Prgramme II - Empowering people
27.155.612
for more jobs and a0,85%
better quality
of life

0,00%

0,85%

x

NL

2007NL052PO001

Operationeel Programma ESF 2007-2013 158.936.774

2,02%

2,02%

0,00%

0,00%

x

PL

2007PL051PO001

Program Operacyjny Kapitał Ludzki

1.513.081.541

0,64%

0,64%

0,00%

0,00%

x

PT

2007PT051PO001

Açores

40.855.517

1,78%

1,78%

0,00%

1,14%

x

PT

2007PT052PO001

Madeira

17.424.443

1,78%

1,78%

0,00%

0,57%

x

PT

2007PT05UPO001

Potencial Humano

1.128.739.463

1,78%

1,78%

0,00%

1,02%

x

full
full

partial rep.

x

full

x

full

x
x
x

x
x

partial

x

x
x

reputational
full

partial
partial

x
x

0,19%

x
x

partial rep.

x

x
x

x
x
x
x

partial
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PT

2007PT05UPO002

SE

2007SE052PO001

SI

2007SI051PO001

7.830.334

1,78%

1,78%

0,00%

0,36%

x

101.096.346

1,37%

1,37%

0,00%

1,30%

x

Operativni program razvoja človeških virov151.477.018
za obdobje 2007-2013 2,80%

2,80%

0,00%

1,45%

x

Assistência Técnica

2 - Reliable ACR information - Recalculated Error rate
UK

2007UK051PO001

Highlands and Islands of Scotland

6.965.498

0,80%

0,73%

-0,07%

0,00%

x

IT

2007IT052PO017

Azioni di sistema

4.067.547

0,11%

0,17%

0,06%

0,19%

x

LT

2007LT051PO001

Development of Human Resources

166.103.512

1,64%

1,58%

-0,06%

1,25%

x

LT

2007LT051PO002

Technical Assistance

10.879.723

1,64%

1,58%

-0,06%

1,18%

x

HU

2007HU05UPO001

Revitalisation sociale

426.455.823

0,91%

0,86%

-0,05%

0,00%

UK

2007UK05UPO001

England and Gibraltar

2,09%

2,04%

-0,05%

0,26%

EE

2007EE051PO001

Human Resource Development

64.243.686

0,46%

0,43%

-0,03%

0,87%

RO

2007RO051PO001

Human Resources Development

679.262.310

6,83%

6,81%

-0,02%

0,00%

UK

2007UK052PO003

Northern Ireland

31.578.733

0,77%

0,75%

-0,02%

0,00%

ES

2007ES052PO005
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Question 23

EUROPEAN COMMISSION

European Structural and Investment Funds

Guidance for Member States on
Management verifications
Programming period 2014-2020

DISCLAIMER: This is a document prepared by the Commission services. On the basis of the
applicable EU law, it provides technical guidance to colleagues and other bodies involved in the
monitoring, control or implementation of the European Structural and Investment Funds on how to
interpret and apply the EU rules in this area. The aim of this document is to provide Commission's
services explanations and interpretations of the said rules in order to facilitate the programmes'
implementation and to encourage good practice(s). This guidance note is without prejudice to the
interpretation of the Court of Justice and the General Court or decisions of the Commission.
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LIST OF ACRONYMS AND ABREVIATIONS
AA
CA
CPR

"ESIF"

ETC

IB
i.a.
JTS
MA
Management verifications

MCS

1

Audit Authority
Certifying Authority
Common Provisions Regulation (Regulation
(EU) No 1303/2013 of the European
Parliament and of the Council of 17.12.20131
ESIF means all European Structural and
Investment Funds. This guidance applies to
all except for the European Agricultural Fund
for Rural Development (EAFRD)
European Territorial Cooperation (Regulation
(EU) No 1299/2013 of the European
Parliament and of the Council of 17.12.2013)
Intermediate Body
inter alia (among others)
Joint Technical Secretariat (for ETC
programmes)
Managing Authority
Verifications pursuant to Article 125(4a) of
the
CPR,
including
administrative
verifications in respect of each application
for reimbursement by beneficiaries and onthe-spot verifications of operations, as set out
in Article 125(5) of the CPR.
Management and Control System

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R1303
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I. BACKGROUND

1. Regulatory references
Regulation
Reg. (EU) No 1303/2013
Common Provisions Regulation

Articles
Article 125 (4, 5 and 7)- Functions of the managing
authority

(hereafter CPR)
Reg. (EU) No 1299/2013

Article 23 - Functions of the managing authority

European Territorial Cooperation
(hereafter ETC)

Article 125(4)(a) CPR requires the MA to verify that the co-financed products and services have
been delivered and that expenditure declared by the beneficiaries has been paid and that it complies
with applicable law, the operational programme and the conditions for support of the operation.
Pursuant to Article 125(5) CPR the verifications shall include administrative verifications in respect
of each application for reimbursement by beneficiaries and on-the-spot verifications of operations.
Pursuant to Article 125(7) CPR, where the MA is also a beneficiary under the operational
programme, arrangements for the verifications (referred to in point (a) of the first subparagraph of
paragraph 4 of this Article) shall ensure adequate separation of functions.
Article 23(1) ETC Regulation states that the MA of a cooperation programme shall carry out the
functions laid down in Article 125(4) CPR. The specificities relating to verifications in ETC
programmes are covered by Article 23 (§3 and §5) ETC Regulation.
2. Purpose of the guidance
The objective of this document is to provide guidance on certain practical aspects of the application
of Article 125(5) CPR and Article 23 ETC Regulation. It is intended to serve as a reference
document for the Member States for the implementation of those Articles. This guidance is
applicable to the ESIF. Member States are recommended to follow the guidance, taking account of
their own organisational structures and control arrangements. The guidance provides a number of
best practices that can be implemented by MA taking into account specificities of each MCS.
Commission audits carried out in the 2000 – 2006 and 2007-2013 periods have shown the potential
benefits of such a document.
The guidance covers the regulatory requirements, general principles and purpose of verifications,
the bodies responsible for carrying them out, the timing, scope and intensity of the verifications, the
organisation of on-the-spot verifications, the requirement to document the work and outsourcing.
More detailed examples of good practice are given in several specific areas, namely public
procurement and aid schemes, which have sometimes been problematic in Member States. It also
4
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includes information on management verifications in the areas of financial instruments, revenue
generating projects and ETC. Issues regarding durability of operations, equality and nondiscrimination and the environment have also been covered.
Due to the wide variations in terms of organisational structures between Member States, it is not
possible to cover every situation in this document. Management verifications are a responsibility of
the MA, which has the possibility of delegating tasks to IBs. Accordingly, where reference is made
to MA in the note, this may be taken to apply to IBs where some or all of the management
verification tasks have been delegated by the MA.
In pursuance of the administrative burden reduction for beneficiaries of the ESIF, it is necessary to
emphasise that exchanges of information between beneficiaries and MA, CA, AA and IBs can be
carried out by means of electronic data exchange systems. The rules in the legislative package 20142020 linked to e-cohesion initiative are formulated in a way to enable Member States and regions to
find solutions according to their organisational and institutional structure and particular needs while
defining uniform minimum requirements.
II. GUIDANCE

1. Main issues in management verifications
The document provides guidance on particular aspects of management verifications. Practices that
are considered to represent particularly good elements of control systems as regards verifications are
highlighted in boxes as examples of 'best practice'.
1.1.

Management verifications - general principles and purpose

Management verifications are part of the internal control2 system of any well managed organisation.
They are the normal day to day controls made by management within an organisation to ensure that
the processes for which it is responsible are being properly carried out.
A simple example of one such verification in a typical organisation would be to compare goods
actually delivered to the related purchase order in terms of quantity of goods, price and condition.
This verification ensures that the actual quantity of goods ordered have been received at the agreed
price and are of the desired quality.
With more complex processes, the scope of the verifications will obviously increase and might
include verifying compliance with relevant rules and regulations. However, the principle remains
the same, namely that verifications made by management within an organisation should ensure that
the processes for which it is responsible are being properly carried out and are in compliance with
the relevant rules and regulations. Management verifications under Article 125(5) CPR are no
different in that they are also the day to day management verifications of processes for which the
organisation is responsible, carried out in order to verify the delivery of the co-financed products
and services, the reality of expenditure claimed in case of reimbursement of costs actually incurred
and the compliance with the terms of the relevant Commission Decision approving the operational
programme and applicable Union law and national law relating to its application. However, while
2

Source: COSO definition of internal control.
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Member States' internal control systems may be adequate for national programmes they may need to
be adapted to certain specific requirements of ESIF.
Management verifications form an integral part of the internal control system of all organisations
and, where properly implemented also contribute to the prevention and detection of fraud.
It shall be also stated the each MA is fully responsible to plan, administer and assess its internal
capacities to identify the number and value of operations which can be appropriately managed.

1.2.

Responsibilities of Managing Authorities, Intermediate Bodies and Beneficiaries

Reference:
Commission's "Guidance note on fraud risk assessment and effective and proportionate antifraud measures" EGESIF 14-0021-00 of 16 June 2014
(i)

The managing authority3 is responsible for managing and implementing operational programmes
in accordance with the principle of sound financial management, and in particular for:
• drawing up management declaration on accounts covering expenditure incurred and
presented to the Commission for reimbursement;
• drawing up the annual summary of the final audit reports and of controls carried out;
• verifying that the co-financed products and services are delivered and that the expenditure
declared by the beneficiaries for operations has been paid and that it complies with
applicable law, the operational programme and conditions for support of the operation;
• ensure an adequate audit trail;
• establish a system to record and store in computerized form data on operation, including
individual participants data, where applicable;
• putting in place effective and proportionate anti-fraud measures taking into account the
risks identified;
• ensure that beneficiaries involved in the implementation of operations maintain either a
separate accounting system or an adequate accounting code for all transactions.

The MA has overall responsibility for these tasks. It can choose to entrust 4 some or all of these tasks
to IBs5. However, it cannot delegate the overall responsibility for ensuring that they are properly
3

Article 125 CPR.

4

Where one or more tasks of a MA or CA are performed by an IB, the relevant arrangements shall be formally recorded in
writing.
5

IBs are any public or private body which act under the responsibility of a MA or CA, or which carry out duties on behalf of
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carried out. Therefore, where certain tasks have been entrusted to IBs, the MA should, in its
supervisory capacity, obtain assurance that the tasks have been properly carried out. It can do this in
a number of ways such as,
• prepare guidance notes, manuals of procedures and checklists tailored and used by IBs;
• obtaining and reviewing relevant reports prepared by IBs;
• receiving audit reports prepared in the context of Article 127(1) CPR, which should
incorporate reviews of the Article 125(5) verifications done by IB; and
• performing quality checks on verifications carried out by IBs.

It shall carry out checks at IB level including a sample of beneficiary's applications for
reimbursement so that, as part of its routine supervision or where it has concerns that the tasks are
not being properly carried out, it can assess how the verifications have been performed. This should
include an examination of a limited sample of files selected on the basis of professional judgment.
In order to avoid risks arising where a MA is responsible for (i) selection and approval of
operations, (ii) management verifications and (iii) payments adequate segregation of duties shall be
ensured between these three functions.
While designing the verifications, the MA is to consider fraud risks. Management and staff should
have sufficient knowledge of fraud to identify red flags. In principle the presence of more than one
indicator at one time increases the probability of fraud. The verifications shall be carried out with
professional scepticism. The MA shall include instructions and information in its guidance manuals
to raise awareness of the risk of fraud. In addition, clear procedures shall be in place to ensure any
reported cases of fraud or suspected fraud are actioned promptly. All cases of suspected or definite
fraud must be reported to the MA.
The Commission recommends that MA adopt a proactive, structured and targeted approach to
managing the risk of fraud. For ESIF, the objective should be proactive and proportionate anti-fraud
measures with cost-effective means. All programme authorities should be committed to zero
tolerance to fraud, starting with the adoption of the right tone from the top. The Commission's
"Guidance note on fraud risk assessment and effective and proportionate anti-fraud measures"
provides assistance to MA for the implementation of Article 125(4)(c), which lays down that the
MA shall put in place effective and proportionate anti-fraud measures taking into account the risks
identified.
Some Member States decided to use the ARACHNE Risk Scoring Tool. ARACHNE aims at
establishing a comprehensive and complete database of projects implemented under the Structural
Funds in Europe enriched with the data from the publicly available sources in order to identify,
based on a set of more than 100 risk indicators, the most risky projects, beneficiaries, contracts and
contractors The data mining tool ARACHNE is available to MA and might be one part of effective
such an authority vis-à-vis beneficiaries implementing operations (Article 2(18) CPR. They are responsible for establishing a
system of internal control to guarantee the regularity and legality of the operations, their conformity with the terms of the
operational programme and compliance with the relevant Union rules. Where the MA has delegated the tasks set out in Article
125(5) CPR, the system of internal control should include verification by the IB on the applications for reimbursement
submitted by the beneficiary.
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and proportionate anti-fraud measures.
Intermediate body, amongst others, may be responsible for compiling applications for
reimbursement received from a number of beneficiaries into one overall expenditure declaration
which it submits to the MA. In such cases, the MA is responsible to carry out the verifications
under Article 125(5) CPR to ensure the accuracy of the compilation of the expenditure by the IB.
In cases where the IB submits expenditure declarations directly to the CA, then verifications carried
out in accordance with the Article 125(5) CPR should have been done at IB level. In addition, the
MA should be informed of each transmission in order to allow it to carry out verifications on the
accuracy of the expenditure compilation and in order to be able to provide any required assurance to
the CA.
Beneficiary is defined in Article 2(10) CPR. Where the MA or IBs are also beneficiaries a clear
separation of functions must be ensured between the fund's recipient role and the supervisory role.
Beneficiaries are responsible for ensuring that expenditure which they declare for co-financing is
legal and regular and complies with all applicable Union law and national law relating to its
application. They should therefore have their own internal control procedures, proportionate to the
size of the body and the nature of the operation, for providing this assurance. However, the checks
carried out directly by the beneficiaries cannot be considered to be the equivalent of the
verifications falling under Article 125 CPR. Beneficiaries using e-archiving or image processing
systems (meaning that the original documents are scanned and stored in electronic form) are
advised to organise their internal control system so that it guarantees that: each e-document scanned
is identical to the paper original, it is impossible to scan the same paper document to produce
several different e-documents, each e-document remains unique and cannot be re-used for any other
than its initial purpose. The approval, accounting and payment process for each e-document should
be unique. It should not be possible to approve, account for or pay the same e-document twice.
Once scanned, it should be impossible to amend e-documents or to create altered copies.
1.3.

Guidance given by Member State

Guidance by Member State to all authorities
Member States should ensure that MA, CA and IBs receive adequate guidance on the provision of
MCS necessary to ensure the sound financial management of ESIF and in particular to provide
adequate assurance of the correctness, regularity and eligibility of claims on Union assistance.
Best practice in this area would involve guidance being prepared for all levels (i.e. MA, IB level) in
order to ensure that a consistent methodology is applied across all bodies as regards carrying out
management verifications. Overall guidance could be prepared at MA level and, where necessary,
tailored at IB level to meet specific requirements. Such guidance should be incorporated in the
procedures manuals of these bodies.
Guidance by MA to beneficiaries
Member State authorities should seek to prevent errors from occurring by working with
beneficiaries at the start of each operation. They should provide the beneficiaries with training and
guidance on setting up the systems to meet Union requirements and drawing up the first applications
for reimbursement. Specific attention should be given to ensuring that the beneficiaries are aware of
which costs and outcomes/outputs are eligible for reimbursement.
8
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Particular attention should be paid to raising awareness of beneficiaries on the option offered by
Articles 67.1 b,c,d) and 68 CPR, Article 14.2-14.4 of Regulation (EU) No 1304/2013, and
Article 19 ETC Regulation on the unit costs, lump sums and flat rate financing as well as the
reimbursement of expenditure paid by Member States on the basis of unit costs and lump sums
defined by the Commission applicable to ESF beneficiaries according to Article 14.1 of Regulation
(EU) No 1304/2013.
The MA is responsible for ensuring that operations are selected for funding in accordance with the
appropriate selection procedures and criteria that are non-discriminatory and transparent and take
into account principles of equality between men and woman and sustainable development and that
they comply with the Union and national rules and falls within the scope of Fund/Funds, for the
whole of the implementation period. In this regard, it must ensure that beneficiaries are informed of
the specific conditions concerning the products or services to be delivered under the operation, the
financing plan, the time-limit for execution and the financial and other information to be kept and
communicated. The MA must satisfy itself that the beneficiary has the adequate capacity to fulfil
these conditions before the approval decision is taken. It should satisfy itself that the applicant
ensures the durability of operations and where the operation has started before the submission of an
application for funding to the MA, that the Union law and national law relating to its application
have been complied with.
A strategy should be in place to ensure that beneficiaries have access to all of the necessary
information through, i.a., leaflets, booklets, seminars, workshops and websites. This should cover in
particular all applicable national and Union eligibility rules and other legal requirements including
information and publicity requirements.
The MA could establish appropriate criteria to assess the operational, technical and administrative
capacity of applicants. The criteria may vary depending upon the type of operations but could
include, i.a., an assessment of the financial standing of the applicant, the qualifications and
experience of its staff and its administrative and operational structure.
1.4.
Capacity of the managing authority and intermediate bodies in the framework
of verifications
Member States should seek to have adequate human resources with appropriate experience in
carrying out verifications for operations co-financed by ESIF. The MA and IBs should clearly
identify in the MCS description the units responsible for carrying out verifications indicating the
number of human resources allocated. The body responsible for carrying out verifications when the
MA and IB are beneficiaries shall be identified. MA and IBs may adopt a centralised or
decentralised verification system. Centralised controls offer a better possibility for experience
sharing. They also increase the efficiency of the staff carrying out management verification as well
as facilitates quality control. Under a decentralised system the MA should ensure that there is a
system of quality control in order to ensure the same level of output across different staff carrying
out management verifications.
Participating countries in ETC programmes should agree on the management verifications set-up
and identify the staff carrying out management verifications, the staffing arrangements, main
competencies and responsibilities and ways to ensure coherence among staff carrying out
management verifications from all countries participating in the programme.
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When technical assistance is used by the MA or IB, it should be ensured that there is guidance given
to the external staff carrying out management verifications. Technical assistance should be used, as
much as possible, as a mean to provide capacity building for the staff carrying out management
verifications of the MA and IB.
MA should provide their staff with training and guidance on the skills required. In particular, the
MA staff needs to have both skills as a controller and knowledge of national and EU rules and
regulations (amongst others – eligibility rules, state aid rules, public procurement rules, functioning
of financial instruments).
1.5.

Methodology and scope of Article 125 (5) management verifications

Reference:
Information note on fraud indicators for ERDF, ESF, CF, Final version of 18/2/2009;
COCOF 09/0003/00-EN
(ii) For EFF: Specific EFF indicators (EFFC/71/2010)
(iii) European Commission, OLAF Compendium of anonymized cases, Structural actions, 2011
(iv) Commission's "Guidance note on fraud risk assessment and effective and proportionate antifraud measures" (EGESIF 14-0021-00 of 16 June 2014)
(i)

Verifications under the Article 125(5) of the CPR 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 operations.
All applications for reimbursement by beneficiaries, whether intermediate or final, shall be subject
to administrative verifications based on an examination of the claim and relevant supporting
documentation such as i.a. invoices, delivery notes, bank statements, progress reports and
timesheets. The amount of supporting documents might be reduced when operations are
implemented through simplified costs options6.
The verifications carried out by the MA and IB before expenditure is certified to the Commission
should be sufficient to guarantee that the expenditure certified is legal and regular. If during on-thespot verifications, carried out on a sample basis, a material amount of irregular expenditure is
detected (which has already been certified to the Commission), then the responsible authority
should take the necessary corrective measures to strengthen verifications before the next
certification to the Commission. In any event, the irregular expenditure which has already been
certified to the Commission is to be corrected in the subsequent payment application or, at the latest,
in the accounts submitted to the Commission for that accounting year.
The verifications should cover in particular:

6

•

That expenditure relates to the eligible period and has been paid;

•

That the expenditure relates to an approved operation;

For simplified cost options, please refer to the relevant Commission guidance (EGESIF_14-0017 of 6/10/2014.
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•

Compliance with programme conditions including, where applicable, compliance with the
approved financing rate;

•

Compliance with national and Union eligibility rules;

•

Adequacy of supporting documents and of the existence of an adequate audit trail;

•

For simplified cost options: that conditions for payments have been fulfilled;

•

Compliance with State aid rules, sustainable development, equal opportunity and nondiscrimination requirements;

•

Where applicable: compliance with Union and national public procurement rules;

•

The respect of EU and national rules on publicity;

• Physical progress of the operation measured by common and programme specific output
and, where applicable, result indicators and micro data.;
• Delivery of the product/service in full compliance with the terms and conditions of the
agreement for individual form of support.

When the same beneficiary implements more than one operation at the same time or an operation
receives funding under various forms of support and/or funds, there shall be mechanisms in place to
verify potential double financing of expenditure item.
Where the beneficiary presents an auditor's certificate in support of expenditure declared this may
also be taken into account (see section 1.10).
As indicated above where the MA is also a beneficiary, an appropriate segregation of functions for
the verifications under Article 125(5) CPR shall be ensured. Adequate segregation may be achieved,
for example, by using a separate department within the same organisation, independent of the
department where the beneficiary is located, to carry out the management verifications. This could
be the finance department or the internal audit unit, where neither of these bodies is the beneficiary
and where the latter does not perform any audit work under Article 127 CPR.
In technical areas such as compliance with environmental rules, there may be competent national
authorities responsible for checking compliance and issuing the relevant consents. In such cases MA
should check that the relevant approvals have been obtained by the beneficiary from these bodies.
For verification of compliance with state aid rules, MA may also be able to place reliance on the
work of other national authorities with competence in this area.
The methodology used by MA for carrying out verifications under the Article 125(5) CPR should be
set out in the procedures manuals of each body identifying which points are checked in the
administrative verifications and in the on-the-spot verifications respectively and referring to the
checklists to be used for different checks executed.
When a beneficiary or provider enjoys a special status i.a. of an international organization the
Member State concerned should ensure access to documents for verification purposes, in e.g.
memorandum of understanding, prior to the conclusion of a funding agreement or contract.
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1.6.

Timing of management verifications

1) Verifications during project selection
For the purpose of selection and approval of operations the MA must ensure that applicants have the
capacity to fulfil a number of conditions before the approval decision is taken (see section 1.3)
2) Administrative verifications during project implementation
Management verifications should be carried out before the related expenditure is declared to the
next level above. For example, before an IB forwards either an interim or final payment application
to the MA (or a MA to the CA), its administrative verifications should already have been carried
out. In any event, at least all administrative verifications (see section 1.5) in respect of the
expenditure in a particular payment application shall be completed before the CA7 submits the
payment application to the Commission.
3) On the spot verifications during project implementation
On-the-spot verifications should be planned in advance to ensure that they are effective. Generally,
notification of the on-the-spot verifications should be given in order to ensure that the relevant staff
(e.g. project manager, engineer, accounting staff) and documentation (in particular, financial
records including bank statements and invoices) are made available by the beneficiary during the
verification. However, in some cases, where the reality of the operation may be difficult to
determine after the project has been completed, it may be appropriate to carry out on-the-spot
verifications during implementation and without prior notice.
On-the-spot verifications should usually be undertaken when the operation is well under way, both
in terms of physical and financial progress. It is not recommended that on-the-spot verifications are
carried out only when the operation has been completed as it will be too late to effect any corrective
action where problems are identified and in the meantime, irregular expenditure will have been
certified. Visits of operations as a preventive measure to verify the capacity of an applicant do not
replace the on-the-spot verifications of operations selected for funding.
The nature, specific characteristics of an operation, amount of public support, risk level and the
extent of administrative verifications, will often influence the timing of on-the-spot verifications.
For large infrastructure projects with an implementation period over a number of years, best practice
would involve a number of on-the-spot verifications being made over this period, including one at
completion to verify the reality of the operation. Where the same forms of support are awarded
following an annual call for expressions of interest, on-the-spot verifications carried out in the first
year should help to prevent the recurrence in later years of any problems identified.
4) On the spot verifications after operation implementation
Agreements for individual form of support involving the construction or purchase of an asset often
impose ongoing conditions (e.g. retention of ownership, number of new employees) on beneficiaries
after completion of the operation or acquisition of the asset. In such cases, a further on-the-spot
7

Article 126 of Regulation (EU) No 1303/2013.
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verification may be required during the operational phase to ensure that the conditions continue to
be observed.
Where operations are intangible in nature and where little or no physical evidence remains after
their completion, when on-the-spot verifications are carried out, a good practice would be to
undertake them during the implementation (i.e. before completion). These on-the-spot verifications
are useful in order to check the reality of such operations.
5) All management verifications should be finalized in due time in order to enable Member State's
authorities for a timely transmission of the documents listed in Article 138 CPR i.e. accounts the
management declaration and the annual control report /audit opinion. The MA is recommended to
set internal deadlines for the completion of all management verifications in order to enable both the
CA to certify the accounts as required by the Article 126 (c) CPR and the MA to issue the
management declaration in line with Article 125(4 and 10) CPR .
No expenditure shall be included in the certified accounts submitted to the Commission if the
appropriate management verifications are not fully completed8 and the expenditure is not confirmed
as legal and regular9. If the MA decides to perform on the spot verifications (e.g. further to the ones
that it may have already been carried out) in a subsequent accounting year, the irregularities
detected at that time are to be deducted during this year and adequately disclosed in the relevant
accounts.
1.7.

Intensity of verifications

Administrative verifications must be carried out in respect of all intermediate and final
applications for reimbursement by beneficiaries.
The Commission services recommend as best practice that the documents to be submitted with each
application for reimbursement by beneficiaries are comprehensive to enable the MA to verify the
legality and regularity of the expenditure in compliance with national and Union rules.
Administrative verifications should thereby comprise a complete review of the supporting
documents (such as invoices, proofs of payment, timesheets, presence lists, proofs of delivery,
others) to each application for reimbursement.
Although management verifications of 100% of the applications for reimbursement submitted by
beneficiaries are required by the regulation, verification of each individual expenditure item against
source documentation within each application sent for reimbursement and the related proof of
delivery included in an application, although desirable, may not be practical. Therefore, selection of
the expenditure items to be verified within each application sent for reimbursement, where justified,
8

This means that all the management verifications planned by the MA for a given accounting year should be concluded
in due time before the accounts for that year are certified by the CA, except for possible further on the spot verifications
performed by the MA in a subsequent accounting year.
9

According to Article 126 (c) CPR, when the CA submits the accounts to the Commission it certifies that the
expenditure declared is legal and regular, as follows from Annex VII of Regulation (EU) No 1011/2014 which requires
the CA to certifies that: (i) the accounts are complete accurate and true and that the expenditure entered into the accounts
complies with applicable law and has been incurred in respect of operations selected for funding in accordance with the
criteria applicable to the operational programme and complying with applicable law; (ii) that the provisions in the Fundspecific Regulations, Article 59(5) of Regulation (EU, Euratom) No 966/2012 and in points (d) and (f) of Article 126
CPR are respected; that the provisions in Article 140 CPR with regard to the availability of documents are respected.
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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 to ensure that all
items have probability to be selected. The value of checked expenditure is the amount tested to
source documentation. The sampling methodology used shall be established ex-ante by the MA and
it is recommended to establish parameters in order that the results of the random sample checked
can be used to project the errors in the unchecked population. In case that material errors are found
in the sample tested, it is recommended to extend the testing to determine whether the errors have a
common feature (i.a. type of transaction, location, product, period of time) and then either extend
the verifications to 100% of the payment claim or project the error in the sample to the unchecked
population. The total error is calculated by adding the errors from the risk based sample to the
projected error from the random sample.

Best practice would require all relevant documentation to be submitted with the beneficiary's
application for reimbursement. This would allow for all documentary checks to be carried out
during the verifications, thus reducing the need to verify these documents on-the-spot. The
supporting documentation should, at a minimum, include a schedule of the individual expenditure
items, totalled and showing the expenditure amount, the references of the related invoices, the date
of payment and the payment reference number and list of contracts signed. Moreover, ideally,
electronic invoices and payments or copies of invoices and proof of payment should be provided for
all expenditure items. However, where this would involve an inordinately large volume of
documentation being submitted by beneficiaries, an alternative approach might involve requesting
only the supporting documentation in respect of the sample of expenditure items selected for
verification. This approach has the advantage of reducing the volume of documentation to be
submitted by beneficiaries. However, as the selection of the required supporting documentation can
only be made on receipt of the beneficiary's reimbursement claim, processing of the claim may be
delayed pending receipt of the requested documentation. There is also a potentially higher risk for
the conservation of documents if the beneficiary ceases operations before the end of the period.
It is also recommended as best practice to verify compliance with national and Union rules
including public procurement procedures during the administrative verifications. Whilst it is best
practice to verify all public procurement procedures, this might not be practicable due to a
significant number of contracts signed. In this case, the MA should develop a procedure to verify a
sample of the contracts selected on a risk basis. It is recommended to verify all contracts above the
EU thresholds and a sample of contracts below the EU threshold which are sampled using a risk
based approach. Article 122(3) CPR introduces a new provision for e-Cohesion. The concept of
electronic exchange between beneficiaries and relevant bodies involved in the implementation of
cohesion policy is intended to support the reduction of administrative burden. A good practice is
establishing a computerised systems allowing for all supporting documentation, including
expenditure schedules, copies of invoices and proof of payment to be input to the system at local
level by the beneficiary and submitted electronically. This allows for verifications of all documents
as part of the administrative verifications.
On-the-spot verifications
Where administrative verifications are exhaustive and detailed, there are still some elements
concerning the legality and regularity of expenditure that cannot be verified through an
administrative verification. It is therefore essential that on-the-spot verifications are carried out in
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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 agreement, physical progress, respect for Union
rules on publicity. On-the-spot verifications can also be used to check that the beneficiary is
providing accurate information regarding the physical and financial implementation of the
operation.
When on-the-spot verifications and administrative verifications are carried out by different persons,
the procedures should ensure that both receive relevant and timely information on the results of the
verifications carried out. Project progress reports prepared by beneficiaries, or engineers' reports in
the case of larger infrastructure projects, can be used as the basis for both administrative and on-thespot verifications.
The MA, when determining the extent of verifications to be carried out under the Article 125(5)
CPR may take account of the internal control procedures of the beneficiary where this is justified.
For example, where the beneficiary is a government ministry and checks on the expenditure have
already been carried out by a separate part of the ministry as part of their own control procedures
(i.e. with appropriate segregation of functions in accordance with Article 125(7) CPR), the MA may
treat them as contributing to the assurance to be obtained under Article 125(5) CPR, whilst still
being responsible for carrying out verifications under this same Article . The checks carried out
directly by the beneficiaries cannot be considered to be the equivalent of the verifications falling
under Article 125 CPR.
On-the-spot verifications may be carried out on a sample basis. Where sampling is used for the
selection of operations for on-the-spot verifications, the MA shall keep records describing and
justifying the sampling method and a record of operations selected for verification. It shall review
the sampling method each year.
No operation shall be excluded from the possibility of being subject to an on-the-spot verification.
However, in practice, for programmes or priority axes having a large number of small operations,
administrative verifications may provide a high level of assurance (e.g. where the beneficiary sends
all relevant documentation to the MA and where reliable documentary evidence of the reality of the
project is provided). The administrative verifications can then be complemented by on-the-spot
visits to a sample of these operations to provide confirmation of the assurance.
The intensity, frequency and coverage of on-the-spot verifications is dependent upon the complexity
of the operation, the amount of public support to an operation, the level of risk identified by
management verifications, the extent of detailed checks during the administrative verifications and
audits of the AA for the MCS as a whole as well as the type of documentation that is forwarded by
the beneficiary.
The sample could focus on high value operations, operations where problems or irregularities have
been identified previously or where particular transactions have been identified during the
administrative verifications that appear unusual and require further examination (i.e. risk-based
selection). A random sample should be selected as a complement. For infrastructure projects
implemented over several years, several verifications are likely to be required during
implementation and at completion. Where a particular beneficiary is responsible for an operation
made up of a group of projects, the MA should put in place a procedure for determining which
projects within this operation will be subject to the on-the-spot verification..

15

EGESIF_14-0012
6/1/2015
As mentioned in section 1.2 above, Member States are able to opt for the ARACHNE Risk Scoring
Tool that can identify more than 100 risks associated with risk indicators, such as procurement,
contract management, eligibility, performance, concentration as well as reputational and fraud
alerts. This programme enables and aids the MA in identifying most risky projects, contracts,
contractors and beneficiaries and helps to gear its administrative capacity to the most risky cases
while planning on-the-spot visits. Additionally the systematic risk identification might support the
MA to supervise the tasks delegated to the IBs such as the first level control.
Where problems are identified in the on-the-spot verifications from the random sample, the size of
the sample should be increased in order to determine whether similar problems exist in the
unchecked operations.
For the selection of the expenditure items to be verified within each operation the same rules apply
as for administrative verifications.
If following the conduct of on-the-spot verifications, it results that a material amount of expenditure
which was already certified to the Commission is irregular then the MA or IB should take the
necessary corrective measures to strengthen verifications before the next certification to the
Commission. This may be achieved by either strengthening the administrative verifications or by
carrying out the on-the-spot checks before the expenditure is certified to the Commission.
The MA shall 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-thespot, is sufficient to give reasonable assurance of the legality and regularity of the expenditure cofinanced under the programme.

Best practice for the MA for the on-the-spot verification of measures that include construction works
is to carry out additional checks on the quantity and quality of the material used. Normally the
contractor and the supervising engineer are responsible to ensure that the investment strictly
complies with the conditions laid out in the technical specification. They are carrying out checks on
the quantity and quality of the material built in. However in some cases the material used for
construction does not comply with the requirements set out in the technical specification even
though the checks were carried out by the contractor or the supervising engineer. The consequences
are serious and it is very costly to repair the damages once the investment is finalised. Examples for
possible risks:
•
The surface of roads needs to be repaired soon after completion because the layers are too
thin or the surface does not meet the quality set out in the technical specification, or
•
The quality of concrete used for buildings such as wastewater treatment plants is insufficient
or does not meet the standards. There is a risk that the building becomes useless and/or costly works
to repair the damages will be required. Additional checks on the quantity and quality of the material
used carried out by the MA or an independent third party that is contracted by the MA help
preventing severe damages during and after construction, improve the assurance that only regular
expenditure are certified to the Commission and, in addition, help preventing corruption practices.
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1.8.

Documenting management verifications

All management verifications (both administrative and on-the-spot) shall be documented. The
records should state the work performed, the date when the work was carried out, details of the
application for reimbursement reviewed, amount of expenditure tested, the results of the
verifications, including the overall level and frequency of the errors detected, a full description of
irregularities detected with a clear identification of the related Union or national rules infringed and
the corrective measures taken. Follow up action might include the submission of an irregularity
report and/or a procedure for recovery of the funding.
Checklists, which act as a guide for carrying out the verifications, are often used to record each of
the actions performed together with the results. These should be sufficiently detailed. For example,
when recording verifications on the eligibility of the expenditure, it is not sufficient to have one box
on the checklist stating that the eligibility of the expenditure in the declaration has been verified.
Instead, a list of each of the eligibility points verified should be detailed with reference to the related
legal basis (e.g. expenditure paid within the eligibility period, conformity of supporting documents
and bank statements, appropriate and reasonable allocation of overheads to the operation). In the
case of public procurement it is recommended to have detailed checklists which cover the key risks
in the procurement procedure.
For more straightforward verifications such as checking the sum of a list of transactions, a simple
tick beside the total figure would suffice to record the work done. The name and position of the
person performing the verifications and the date they were carried out should always be recorded.
Photographs of billboards, copies of promotional brochures, training course materials and diplomas
may be used to provide evidence of the verification of compliance with publicity requirements.
A system for recording and storing in computerized form data on each operation for and from
verifications carried out should be maintained for each programme. Records are kept in
computerized monitoring information systems in Member States. This facilitates the planning of
verifications, helps avoid unnecessary duplication of work and provides useful information for other
bodies (i.e. AA, CA). Moreover the Member States should maintain a register of management
verifications where at least following data are kept with the link to relevant verification: value of an
irregularity(s) detected, amount affected, type of the irregularity and/or finding and measures taken.
This register should be maintained for purposes of the management declaration and relevant
statistics should be regularly communicated to other bodies (i.e. AA, CA)
The details (i.a. date of on-the-spot verifications of individual operations carried out) should be
recorded in the computerised monitoring system.
1.9.

Outsourcing management verifications

As a general principle, management verifications are to be carried out under the responsibility of the
MA by the body directly responsible for the management of the programme or priority axis.
Sufficient staff resources shall be allocated to these verifications in order to ensure that they are
carried out properly and in a timely way (see section 3.4).
However, in situations where, due to the high volume or technical complexity of the operations to
be verified, MA finds that it does not have sufficient staff or expertise to carry out the verifications
itself, outsourcing of some or all elements of the verifications to external firms may be appropriate.
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Where the option of outsourcing is used, it is essential that the scope of the work to be carried out
and a wording of the opinion are set out clearly in the terms of reference. Therefore, the
consequences of any delays in carrying out this work may have an impact on the threshold of
eligible expenditure to declare in order to avoid N+3 decommitment. In order to avoid this risk, the
MA is recommended to implement procedures ensuring timely processing of reports by external
firms. This is particularly relevant in the case of public sector bodies where delays can be
experienced in the award of contracts for this type of work. There is also an onus on the contracting
authority to assess the quality of the outsourced work e.g. by reviewing a number of applications for
reimbursement. This will usually involve assigning additional staff to this function. Accordingly,
before a decision to outsource management verifications is taken, all of these factors should be
taken into consideration.
1.10.

Auditors' certificates

The terms of agreements for individual form of support may include a requirement for beneficiaries
to provide an auditor's certificate with applications for reimbursement they submit. These
certificates vary depending upon the scope of the work carried out by the auditor but generally
cover basic requirements such as confirmation that the expenditure has been paid within the eligible
period, that it relates to items approved under the agreement, that the terms of the agreement for
individual form of support have been complied with and that adequate supporting documentation,
including accounting records, exists. Although the assurance under Article 125(5) CPR cannot be
obtained solely by checks carried out by beneficiaries themselves or by third parties (e.g. auditors)
on their behalf, auditors' certificates may, provided the work carried out is of satisfactory quality,
justify limiting the management verifications to a sufficient sample taking account of known risks,
including the risk of a lack of independence of the body providing the certificate. However, in order
for reliance to be placed on the certificates, it is essential that the MA provides guidance for use by
the beneficiaries' auditors on the scope of the work to be done and the report/certificate to be
presented. This should not be simply a one sentence certificate on the regularity of the beneficiary's
claim, but should describe the work carried out and the results.
IFAC (International Federation of Accountants) has issued an International Standard on Related
Services (ISRS) 4400 entitled 'Engagements to Perform Agreed-upon Procedures Regarding
Financial Information' which establishes standards and provide guidance on the auditor's
professional responsibilities when an engagement to perform agreed-upon procedures regarding
financial information is undertaken and on the form and content of the report that the auditor issues
in connection with such an engagement. This type of agreed-upon procedure could be used for the
provision of an auditor's certificate accompanying a beneficiary's application for reimbursement.
The objective of an agreed-upon procedures engagement is for the auditor to carry out procedures of
an audit nature to which the auditor and the entity and any appropriate third parties have agreed and
to report on factual findings. Matters to be agreed include:
• The nature of the engagement;
• The purpose of the engagement;
• The identification of the financial information to which the agreed-upon procedures will be
applied;
• The nature, timing and extent of the specific procedures to be applied;
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• The anticipated form of the report of factual findings.

The report should describe the purpose and the agreed-upon procedures of the engagement in
sufficient detail to enable the reader to understand the nature and the extent of the work performed.
ISRS 4400 also sets out useful templates for engagement letters and for reports on factual findings.
The annually audited financial statement of a beneficiary company cannot replace a specific
auditor's certificate for each application for reimbursement made by that beneficiary.
To ensure the quality and reliability of auditors' certificates, the MA shall review a number of
auditors' certificates.
1.11.

Segregation of duties

The staff performing verifications under the Article 125(5) CPR shall not be involved in systems
audits or audits of operations carried out under the responsibility of the AA (Article 127 CPR) and
vice versa. The objectives of management verifications are different from those of audits carried out
under the responsibility of the AA, the latter being carried out ex-post (i.e. after the payment
application has been submitted to the Commission). The objective of these audits is to assess
whether the internal controls are operating effectively whereas management verifications form part
of the internal controls. The two types of work must therefore be clearly distinguished in their
planning, organisation, execution, content and documentation.
Although management verifications and audits under the responsibility of the AA shall be
separated, exchange of information between the MA, CA and AA services is desirable. For
example, the staff involved in management verifications should be kept informed of the results of
audits and may well look to the AA for advice while the latter should take account of the results of
management verifications in its risk analysis and audit strategy.
2. Specific areas concerning management verifications
2.1 Management verifications of public procurement
Reference:
Directive 2004/18/EC of the European Parliament and of the Council of 31 March 2004 on
the coordination of procedures for the award of public works contracts, public supply contracts
and public service contracts.
(ii) Directive 2004/17/EC of the European Parliament and of the Council of 31 March 2004
coordinating the procurement procedures of entities operating in the water, energy, transport
and postal services sectors
(iii) Commission Interpretative Communication on the Community law applicable to contract
awards not or not fully subject to the provisions of the Public Procurement Directives
(2006/C179/02)
(iv) Commission Interpretative Communication on the application of Community law on Public
Procurement and Concessions to Institutionalised Public-Private Partnerships (2007/C 6661)
(v) "Identifying conflicts of interests in public procurement procedures for structural actions. A
practical guide for managers." Working document drafted by a group of Member States’ experts
with support from OLAF, 2013. It is intended to facilitate the implementation of operational
(i)
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programmes and to encourage good practice. It is not legally binding on the Member States but
provides general guidelines with recommendations and reflects best practices.
(vi) "Detection of forged documents in the field of structural action. A practical guide for
managing authorities." Working document drafted by a group of Member States’ experts with
support from OLAF, 2013. It is intended to facilitate the implementation of operational
programmes and to encourage good practice. It is not legally binding on the Member States but
provides general guidelines with recommendations and reflects best practice.
(vii) New procurement directives:
 Directive 2014/23/EU of the European Parliament and of the Council of 26 February 2014
on the award of concession contract;
 Directive 2014/24/EU of the European Parliament and of the Council of 26 February 2014
on public procurement and repealing Directive 2004/18/EC;
 Directive 2014/25/EU of the European Parliament and of the Council of 26 February 2014
on procurement by entities operating in the water, energy, transport and postal services
sectors and repealing Directive 2004/17/EC;
(viii) Commission Decision C(2013) 9527 of 19.12.2013 on the setting out and approval of the
guidelines for determining financial corrections to be made by the Commission to expenditure
financed by the Union under shared management, for non-compliance with the rules on public
procurement

Verifications in relation to public procurement should aim to ensure that Union public procurement
rules and related national rules are complied with and that the principles of equal treatment, nondiscrimination, transparency, free movement and competition have been respected throughout the
entire process.
Verifications should be carried out as soon as possible10 after the particular process has occurred as
it is often difficult to take corrective action at a later date.
At award of funding stage, it should be ensured that beneficiaries are aware of their obligations in
this area and that staff has received relevant training. Some Member States have prepared specific
guidance on or even templates for the public procurement procedures to be used by beneficiaries.
This is particularly useful where beneficiaries are involved in one-off contracts and lack relevant
experience. Guides and explanatory notes on the Community rules for public procurement have
been produced by the European Commission and provide useful information and explanations
(http://ec.europa.eu/internal_market/publicprocurement/index_en.htm)
It is essential that suitably experienced and qualified staff should be used to carry out these
verifications and that detailed checklists are available for use by the staff.
The MA is strongly recommended to prepare already for the implementation of public procurement
directives published in the Official Journal L94 of 28 March 2014 with a deadline of transposition
until 18 April 2016.

10

For public procurement in case of simplified cost options, please refer to the specific guidance in EGESIF_14-0017.
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Intensity of verifications of public procurement
The intensity of management verifications should be determined by the MA according to the value
and type of contracts.
In case the public procurement was already verified by other competent national institution, the
results may be taken into consideration for the purpose of management verification if the scope of
the check is at least the same as the scope of the review that would be carried out by the MA and the
MA takes the responsibility for those checks.
Planning
Beneficiaries are responsible for ensuring the quality of the initial studies, the design and the
accuracy of the project costing. Where MA consider that there is a risk they should verify ex-ante
these elements as a preventive measure and also check that cost estimates are up-to- date. A prudent
approach should be taken in cases where the estimated costs are close to the EU-threshold. In such
cases it is advised to consider a decision for EU-wide tender due to:
 The requirements to the MA to check during management verifications the way the cost
estimation was done. In particular in the cases described above, it should be ensured that the
cost estimation is not unduly reducing the price in order to avoid EU wide tender. Being
close to the threshold is a risk factor;
 The addenda. The case can be that the tender specifications omitted some elements later
contracted as addenda, and with these addenda the contract amount exceeds the EU
threshold.
This should ensure that problems with the initial tendering as well as additional
works/supplementary contracts during project implementation are avoided.
Particular attention should be paid to checking:
• The appropriateness of the procurement method being used;
• The interdependence between the different contract phases (land acquisitions, site
preparation, utilities connections etc.);
• Financing plans and the availability of national co-financing.

Tendering
For high value contracts or where beneficiaries are presumed to be inexperienced in the area of
public procurement, MA is recommended, prior to advertising the contract, that the quality of the
tender documents (including the terms of reference) have been verified either by their own experts
or by an external expert. Particular attention should be given to verifying that the specifications are
well-defined as regards technical, economic and financial capabilities and that appropriate selection
and award criteria are to be used.
Although there are specific advertising requirements set by EU public procurement rules, MA
should also be aware of the need to verify that, even where contracts fall below the EU thresholds or
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where services are subject only to a limited application of Directive 2004/18/EC (i.e. Annex IIB) or
of Directive 2004/17/EC (i.e. Annex XVII B), an adequate (i.e. in the context of the size and nature
of the contract11) level of advertising of the contract should have been made in order to ensure that
the Treaty's general principles of equal treatment and transparency are respected. This is particularly
relevant for public procurement with cross border interest. This can be achieved by requesting
beneficiaries to provide a copy of the relevant publications when submitting applications for
reimbursement. Evidence of dispatch of contract award notices should also be requested,
particularly for services listed in Annex IIB of Directive 2004/18/EC or in Annex XVII B of
Directive 2004/17/EC.
Selection and award criteria
In order to properly verify that tender selection and award procedures have been carried out in
accordance with the EU and national public procurement rules, MA should obtain and review the
tender evaluation reports prepared by evaluation committees. In addition, managing authorities or
constituted bodies as applicable should review any complaints submitted to the contracting authority
or constituted bodies by tenderers. During management verifications the MA should ensure itself
that the complaint procedure was correctly followed. These complaints may highlight possible
weaknesses in the tender award procedure.
For contracts that exceed the thresholds set in the EU public procurement directives, MA in some
Member States send an observer to tender evaluations. A report setting out the observer's
conclusions regarding the tender evaluation is then prepared. The observer verifies that a
sufficiently detailed tender evaluation report has been prepared showing how the evaluation
committee has reached its conclusions.
This approach may not be practical where the number of contracts exceeding the thresholds is high,
but is recommended where the contracting authority is known to lack relevant experience. It could
also be used on a limited sample basis to obtain assurance that better established contracting
authorities, that are responsible for a large number of contracts which exceed the thresholds, are
complying with the relevant procurement rules.

Particular areas of the tender evaluation and award procedures which Commission audits have
identified as being problematic include:
• no separation between the selection phase and award phase of the procedure and confusion
of selection criteria and award criteria;
• selection criteria incorrectly used during the award phase;
• the selection and award criteria not being published in the tender notice or tender
specifications;

11

Case C-324/98 Telaustria [2000] ECR I-10745 and Commission Interpretative Communication on the Community law
applicable to contract awards not or not fully subject to the provisions of the Public Procurement Directives (2006/C
179/02)

22

EGESIF_14-0012
6/1/2015
• use of discriminatory technical specifications or national permits requested at tendering
stage;
• selection and award criteria other than those published being used during the evaluation;
• the criteria used not being in compliance with the fundamental principles of the Treaty
(transparency, non-discrimination, equal treatment);
• inadequate documentation of decisions taken by the evaluation committee;
• too dissuasive selection criteria not linked to the subject matter of the contract.

Some Member States have established an independent public procurement verification unit which is
empowered to carry out checks of all stages of tender procedures, up to contract signature stage. In
respect of both nationally funded and EU funded contracts, it can attend tender evaluations in the
capacity of observer. Where it has concerns regarding any elements of the procedure, it will report
these concerns to both the contracting authority and to the MA. In this way, the MA is made aware
of any potential problems regarding the contract and, before approving any expenditure declared by
the beneficiary in respect of the affected contract, it can request information from both the
beneficiary and the public procurement verification unit to ensure that the problems identified have
been adequately addressed. An agreement between the MA and the public procurement verification
unit could be used to specify the scope and coverage of the checks of EU funded contracts.
Contract implementation phase
Particular areas of the contract implementation phase which Commission audits have identified as
being problematic include:
 supplementary/complementary works awarded directly without being re-tendered;
 substantial amendment of essential conditions of the contract at implementation stage.
For contracts exceeding the threshold in the EU public procurement directives, best practice would
include a procedure to ensure that all significant supplementary/complementary contracts or
substantial amendments of contracts are notified to a public procurement verification unit/MA
before being signed by the contracting authority. This will allow for any verifications considered
necessary to ensure that the relevant public procurement rules have been complied with to be
carried out before the related contracts or amendments have been signed12.

Examples of the most common issues identified in the past by the Commission in the area of public
procurement:
 Additional works – direct award in the absence of unforeseen circumstances;
12

Court cases T-540/10 and T-235/11 from 21/01/2013 on the interpretation of unforeseen circumstance concerning addenda
to contracts.
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 Unlawful award criteria;
 Splitting of a project to avoid tender procedures on EU level;
 Unlawful selection criteria;
 Time limits for tendering - too restrictive;
 Direct award of contract;
 Non-compliance with advertising procedures;
 Tender clarification – weaknesses;
 Failure to provide an adequate audit trail;
 Unjustified use of negotiated procedure;
 Unjustified use of accelerated procedure;
 Deficiencies in the case of contract value calculation;
 Deficiencies in respecting the established delivery deadline;
 Works started before the tender procedure was completed.

2.2. Environment
Community law incorporates over 200 legal acts in the environmental field. These legislative
measures cover all environmental sectors, including water, air, nature, waste, and chemicals while
others deal with cross-cutting issues such as access to environmental information and public
participation in environmental decision-making. Whilst all the environmental acquis applies to cofinanced actions, in the context of ESIF the following thematic areas are of particular relevance:
•

The Environmental Impact Assessment or EIA Directive13 as amended requires Member
States to carry out an assessment on certain public and private projects likely to have a
significant impact on the environment prior to project approval or authorization. Although not
yet explicitly included in the formal requirements of the EIA, impacts of climate on the project,
referred to as climate change adaptation, have also to be addressed during the design process of
some projects14. The Directive takes account of the provisions of the Aarhus Convention on
public participation and access to justice in environmental matters. The EIA Directive contains
a provision dealing with exceptional cases (Article 2(3) of the Directive). Recent guidance
emphasizes the exceptional nature of the circumstances in which this provision might be used
(in line with the European Court of Justice's standard approach to interpreting derogations).

•

The Strategic Environmental Assessment (SEA) Directive15 - Environmental assessment can
be undertaken for individual projects on the basis of the above-mentioned EIA Directive or for

13

Council Directive 85/337/EEC on the assessment of the effects of certain public and private projects on the
environment,

as last amended by Directive 2003/35/EC
See 'Guidance on Integrating Climate Change and Biodiversity into Environmental Impact Assessment', European
Commission, DG Environment, 2013
15
Directive 2001/42/EC of the European Parliament and of the Council on the assessment of the effects of certain plans
and programmes on the environment
14
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public plans or programmes on the basis of the SEA Directive. In addition to requiring Member
States to make an assessment before an operational programme is approved, the SEI/SEA
Directive provides for monitoring indicators to identify, at an early stage, unforeseen adverse
effects and to undertake appropriate remedial action. If appropriate, existing monitoring
arrangements may be used to avoid duplication. In addition, the SEA process already carried
out may need to be updated if there are significant changes to the operational programme. If the
operational programmes lead themselves to further plans and programmes, then it must be
assessed if these too require an SEA process. Finally, it should be noted that Waste
Management Plans required under the Waste Framework Directive require a mandatory SEA.
Only those interventions and infrastructure works that are in conformity with Waste Plans
notified to the Commission are admissible for financing.
•

Environmental Information - The freedom of access to information on the environment
Directive16 aims to make information held by public authorities on the environment more
accessible to the public and to ensure that fair standards of access to information are applied
across the Community.
Nature is covered by the Birds and Habitats Directives17, in particular in relation to impacts on
the network of Natura 2000 sites. Together, these Directives provide a comprehensive
protection scheme for a range of animals and plants as well as for the selection of habitat types.
In order to restore or maintain a favourable conservation status for natural habitats and species
of Community interest, the Habitats Directive set up the Natura 2000 ecological network of
protected areas, which has become the centrepiece of EC nature and biodiversity policy. The
Habitats Directive (in Article 6) contains specific provisions for an appropriate assessment of
impacts and mitigation and compensation measures.

•

Water - The Water Framework Directive18 establishes a framework for the protection of all
water bodies (i.e. rivers, lakes, transitional waters, coastal waters, canals and groundwater) in
the European Union. Its central objective is to achieve good quality status for water resources
by 2015 through integrated management based on river basin districts. It contains specific
provisions (in Article 4.7) for the assessment of infrastructures with potential risks of water
resources deterioration, for example related to inland waterway projects.

•

Waste - The Waste Framework Directive19 lays down basic requirements regarding the
handling of waste and establishes the hierarchy for waste management options (in decreasing
order of preference: prevention, recovery, reuse, material recycling, energy recovery, disposal).
In order for a waste management infrastructure project to be co-financed by the ERDF or the
Cohesion Fund, it must be part of a coherent waste management plan. The Landfill Directive20
establishes a set of detailed rules in order to prevent or minimise the negative effects that
landfill sites for waste can have, including pollution of soil, air and water and risks to human

Council Directive 90/313/EEC, as amended by 2003/4/EC
17
Council Directive 2009/147/EC of the European Parliament and of the Council (codified version of directive
79/409/EEC) on the conservation of wild birds; Council Directive 92/43/EEC on the conservation of natural habitats and
of wild fauna and flora
18
Directive 2000/60/EC establishing a framework for Community action in the field of water policy, as last
amended by Directive 2008/32/EC
19
Council Directive 2006/12/EC of the European Parliament and the Council on waste
20
Council Directive 1999/31/EC on the landfill of waste
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health and to reduce the quantities of biodegradable waste going to landfills. The Incineration
Directive21 aims to prevent or limit as far as practicable the negative effects on the environment
and the resulting risks to human health, from the incineration of waste. It imposes stringent
operational conditions and technical requirements and sets emission limit values for waste
incineration plants within the EU.
A number of "recycling" Directives, such as those on waste from packaging, electrical and
electronic equipment, vehicles and batteries, set binding targets for recycling of waste or specific
materials contained therein. Most of them explicitly state that the producers of the products are
financially responsible for the proper treatment of waste.
Management verifications in the environment area should verify that the beneficiary has complied
with the applicable Directives by checking whether the relevant consents have been obtained from
the competent national authorities in accordance with the procedures. The competent national
authorities are responsible for ensuring that EU environmental legislation is correctly applied, and
for taking appropriate steps if this is not the case.
In order to carry out its responsibilities under Article 125(3) CPR during the selection and approval
of operations, MA should ensure that it has access to appropriate in-house or external expertise to
assist it in identifying all relevant environmental issues related to the particular type of operation
being approved. Close working relationships with the national environmental agencies could be
established to assist MA in this regard.
Similarly, for the purpose of management verifications defined in the Article 125(5) CPR, MA
should ensure that it has access to relevant expertise in verifying continuing compliance of
operations with the environmental rules.
2.3 State aid
Member States need to comply with the rules on State aid. State aid is present if the provisions of
Article 107 (1) of the Treaty are fulfilled: any aid granted by a Member State or through State
resources which distorts or threatens to distort competition by favouring certain undertakings or the
production of certain goods in so far as it affects trade between Member States.
To the extent that State aid is present, Member States are required to notify State aid to the
Commission and may not implement the State aid until the Commission has approved the aid.
However, certain measures are exempted from notification because they are compatible with the
Treaty when they fulfil certain conditions (block exemptions) or they do not constitute State aid (de
minimis).
Although the selection process is crucial to assess the compliance with the State aid rules, the
objective of the management verifications is also to verify whether an operation contains a State aid
element and then to ensure that the provisions laid down in the relevant legal basis are adhered to.
The following State aid regulations and guidelines are typically relevant for the assessment:
1. De minimis Regulations - Regulation No 1407/2013, OJ L 352/1 of 24.12.2013 or possibly
preceding regulations. There is also a specific de minimis regulation for Services of General
21

Council Directive 2000/76/EC on the incineration of waste
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Economic Interest and a specific de minimis regulation for the agricultural sector;
2. Block exemption rules (Regulation No 800/2008 amended by Regulation No 1224/2013)
and Decision 2012/21);
3. Notified aid (individual or schemes) http://ec.europa.eu/competition/state_aid/register .

See

DG

Competition

website:

As regards financial instruments, the verification should also take into account the following
documents:
- Risk capital: Community guidelines 2006/C194/02
- Guaranty: Commission notice 2008/C155/02
- Loan: Commission communication 2008/C14/02.
Moreover, as stated in the relevant guidance22: "For financial instruments, State aid has to be
complied with by all three levels: managing authority, Fund of Funds and the Financial
Intermediary. Aid should be considered at different levels: the fund manager (who is remunerated),
the private investor (who is co-investing and may receive aid) and the final recipient. For the ESIF,
Article 37(12) CPR clarifies the relevant applicability: 'For the purposes of the application of this
Article, the applicable Union State aid rules shall be those in force at the time when the managing
authority or the body that implements the fund of funds contractually commits programme
contributions to a financial instrument, or when the financial instrument contractually commits
programme contributions to final recipients, as applicable.'".
In practical terms, the management verifications on State aid should complement the checks carried
out during the selection process of the operation:
(1) They shall verify whether the operation includes State aid. It should be noted that State aid is not
excluded if the recipient is a non-profit organisation or a public body. For this purpose, it shall be
considered whether the beneficiary is engaged in an economic activity (i.e. offering goods and
services on a market open to competition) regardless of its legal status.
(2) The legal basis (normally on the basis of the selection documentation of the operation) should be
clearly identified.
(3) The use of a specific checklist for each type of State aid measure is highly recommended to
ensure that all relevant provisions are tested. Such a checklist will be used as an aide-memoire and
an audit trail of the checks carried out.
Although the main compliance tests should have been carried out during the selection process,
complementary tests should be carried out during the management verifications. For instance:


in respect of the de minimis rule, it is possible to check the beneficiary's accounts to ensure
that the de minimis threshold is not exceeded and to verify that it is respected for all

22

Cf. section 7.7. of the "Financial instruments in ESIF programmes 2014-2020 - A short reference guide for managing
authorities" (EGESIF_14_0038-03 of 10 December 2014), available in:
http://ec.europa.eu/regional_policy/thefunds/fin_inst/pdf/fi_esif_2014_2020.pdf
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undertakings belonging to the same group (at least through a declaration as laid down in the
de minimis Regulations or through means allowed by national rules);


in respect of block exemptions, particular attention should be paid to the definition of the
SMEs, to the common provisions applicable to all kind of measures (incentive effect,
transparency, etc.) and the specific provisions for the different categories of aid (maximum
amounts, maximum intensity, eligible costs, etc.);



in respect of notified aid, the conditions laid down in the approved aid should be tested.

It is essential to ensure a sound verification on State aid, based on specific checklists for each
measure that will be used as an aide-memoire and an audit trail of the checks carried out.
Examples of the most common issues identified in the past by the Commission in the area of State
aid23:


Infringement of Article3 of Regulation No 1998/2006 - State aid - lack of verification of
de-minimis rules.



Exceeding of permissible aid ceilings due to the fact that a company does not qualify as
SME and therefore is not entitled to an SME bonus.



Early ‘start of works’ (before application for aid was made or before granting authority has
given approval).



Insufficient checks of ‘incentive effect’ for the aid.

2.4. Financial instruments
Reference:
Article 40 of Regulation (EU) No 1303/2013;
(ii) Article 9 of Delegated Regulation (EU) No 480/201424;
(iii) Regulation (EC) No 1781/2006 of the European Parliament and of the Council of 15/11/2006
on information on the payer accompanying transfers of fund;
(iv) Regulation (EC) No 1889/2005 of the European Parliament and of the Council of 26/10/2005
on controls of cash entering or leaving the Community;
(v) Directive 2001/97/EC of the European Parliament and of the Council of 4/12/2001 amending
Council Directive 91/308/EEC on prevention of the use of the financial system for the purpose of
money laundering;
(vi) Directive 2005/60/EC of the European Parliament and of the Council of 26/10/2005 on the
prevention of the use of the financial system for the purpose of money laundering and terrorist
financing;
(vii) "Financial instruments in ESIF programmes 2014-2020 - A short reference guide for
managing authorities" (EGESIF_14_0038-03 of 10 December 2014)25, to be supplemented with
more detailed specific guidance as relevant, including in complementarity with fi-compass, the
(i)

23

The legal provisions relate to past periods and at present are no longer in force
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2014.138.01.0005.01.ENG
25
http://ec.europa.eu/regional_policy/thefunds/fin_inst/pdf/fi_esif_2014_2020.pdf
24
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unique platform for advisory services on financial instruments under the ESIF (http://www.ficompass.eu/) 26.
Management verifications in relation to financial instruments should aim to ensure the compliance
with applicable laws and regulations, the sound financial management of ESIF, the safeguarding of
assets and the reliable financial reporting by the beneficiaries or the financial intermediaries
In case of financial instruments operations, the MA shall carry out administrative verifications on
each application for payment submitted by the beneficiary. Fund managers might be entrusted with
part of the management verification tasks to be carried out under the supervision of MA.
It should be ensured that the set-up of the financial instrument as well as its implementation are in
accordance with applicable law, including rules covering the ESI Funds, State aid, public
procurement and relevant standards and applicable legislation on the prevention of money
laundering, the fight against terrorism and tax fraud. The set up should be verified with the first
application for payment and the implementation with each subsequent application.
As regards the set-up, the following aspects should be verified:
 ex-ante assessment under Article 37(2);
 implementation option under Article 38;
 design of the financial instrument (with or without funds of funds);
 content of the funding agreement(s) or strategy document (Annex IV CPR);
 selection and agreement with fund of funds and/or financial intermediaries;
 fiduciary accounts or separate block of finance (only for option under Article 38(4)(b));
 national co-financing (Article 38(9));
 State aid (rules on risk-finance, Global Block Exemption Regulation, de minimis).
As regards the implementation, the following aspects should be verified:
 Compliance with the funding agreement, including:


Implementation of the investment strategy (e.g. products, final recipients, combination with
grants);



Implementation of business plan including leverage;



Calculation and payment of management costs.

26

The final version of the detailed guidance and interpretation fiches on financial instruments will be made available on
INFOREGIO in a first stage and later in the http://www.fi-compass.eu/ , which will centralize all material on financial
instruments.
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For financial instruments managed under Article 38(4)(c), compliance with the strategy document
referred to in Article 38(8) should be verified.
Compliance with legislation on the prevention of money laundering and the fight against terrorism
can be based on assurance provided by national body entrusted by law with inspection powers in
this field and competences to check the body implementing the fund of funds and body
implementing the financial instrument. The main applicable legislation is listed above.
Checklists were provided by the Commission to the national audit authorities in 2011 (cf.
Ares(2011)1078561 – 11 October 2011). Although they refer to the period 2007-2013, they could
be considered as useful by the MA, but should be adapted to the rules applicable for the period
2014-2020.
For on-the-spot verifications, there is a difference between:


the financial instruments set up at Union level managed directly or indirectly by the
Commission where the MA will not carry out on-the-spot verifications by the MA are
required (Article 40 (1 and 2) CPR) but they shall receive regular control reports from the
bodies entrusted with the implementation of those financial instruments, and



the financial instruments set up at national, regional, transnational or cross-border level
managed by or under the responsibility of the MA where the MA shall carry out the on-thespot verifications.

On-the-spot verifications should take place in the first instance at financial instrument level. They
should also by carried out at final recipient level (e.g. on a sample basis) if the MA estimates that
this is justified given the level of risk identified. In any case, on-the-spot verifications should take
place at final recipient only in cases listed in Article 40(3) CPR.
It should also be noticed that the eligibility aspects should be looked at, including:


Conditions related to the stage of investment: generally the investments to be supported by
financial instruments shall not be physically completed or fully implemented at the date of
the investment decision (Article 37(5) CPR; there is however a derogation from this rule
under Article 37(6) CPR;



Combination of financial instruments with other types of support within the same operation
(Article 37(7)) or as a separate operation (Article 37(8) CPR). Conditions under Article
37(9) CPR have to be complied with.



Limitations for contributions in kind (Article 37(10) CPR);



VAT treatment;



Working capital;



undertakings in difficulty (limitation under Article 3(3)(d) the ERDF Regulation (EU)
No 1301/2013 and State aid rules).

Requirements for audit trail - The beneficiary shall be responsible for ensuring that supporting
documents are available and shall not impose on final recipients record-keeping requirements that
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go beyond what is necessary to enable them to fulfil this reasonably (Article 40(5)). Separate
records must be maintained for each form of support in case one operation combines financial
instruments with grants, interest rate subsidies and/or guarantee fee subsidies and when a final
recipient supported by financial instrument receives also assistance from other Union-funded source
(Articles 37(7 and 8) of the CPR).
As it is possible to have contributions from more than one operational programme to the same
financial instrument, in such cases, the fund of funds or/and the financial intermediary must keep
separate accounts or maintain an adequate accounting code for the contribution from each
operational programme, for reporting, audit and verification purposes. An examination of the audit
trail should form part of the Article 125(5) verification.
Management verifications should focus on checking the supporting documents attesting to
observance of the funding conditions. The documentation may include application forms, business
plans, annual accounts, checklists and reports of the venture capital fund assessing the application,
the signed investment, loan or guarantee agreement, reports by the enterprise, reports on visits and
board meetings, reports by the loan intermediary to the guarantee fund supporting claims,
environmental approvals, equal opportunities reports and declarations made in connection with
receipt of de minimis aid.
Evidence of expenditure in the form of receipted invoices and proof of payment for goods and
services by SMEs is only required as part of the audit trail where the capital, loan or guarantee to
the SME is conditional on incurring expenditure on particular goods or services. However, in all
cases, there must be proof of the transfer of the capital or loan by the venture capital fund or loan
intermediary to the enterprise.
Management verifications of financial instruments are quite specific and require adequate
knowledge in this respect. Attention should be given to the adherence of the financial instruments to
the State aid rules of the investments, the public procurement rules in respect of the selection of the
fund of funds and financial intermediaries and the level of the management costs.
Examples of the most common issues identified in the past by the Commission in the area of
financial instruments27:

27



Guarantees issued by the FEI constituted collaterals of loans that had been provided from
another FEI under the same OP;



Unlawful capital rebates when principles of the loans not fully reimbursed;



Loans provided to finance exclusively working capital before 1/12/2011;



Management costs not based on evidence;



Failure to provide an adequate audit trail;



Slow project implementation and potentially ineffective countermeasures allowing to
improve the performance;



Inadequate management verifications (Article 13 of Regulation (EC) No 1828/2006);



Missing compulsory elements in the funding agreement (Articles 43(3) 44(2) of Regulation

The legal provisions relate to past periods and at present are no longer in force
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(EC) No 1828/2006);


Audit of operations not performed because of limitation to scope (Article 16 of Regulation
(EC) No 1828/2006 );



Funding used to acquire assets instead of expanding or strengthening of the general business
activity (Article 45 of Regulation (EC) No 1828/2006).
2.5. Revenue-generating operations

Reference
Articles 61 and 65(8) and Annex V CPR;
(ii) Articles 15 to 19 of Delegated Regulation (EU) No 480/2014;
(iii) Guide to Cost-benefit Analysis of Investment Projects Economic appraisal tool for Cohesion
Policy 2014-2020.
(i)

The CPR makes a distinction between operations generating net revenue after completion (and
possibly during implementation as well), which are covered by Article 61, and operations
generating net revenue during their implementation and to which paragraphs 1 to 6 of Article 61 do
not apply, which are covered by Article 65(8).
Operations generating net revenue after their completion
Paragraph 1 of Article 61 CPR defines 'net revenue'.
The MA, as part of its management verifications, should firstly check whether the operation falls
within the scope of Article 61(1) CPR. Where cash in-flows can be expected after operation
completion, the MA should in particular examine whether the cash in-flows will be directly paid by
the users or whether they can be classified as 'other cash in-flows', such as other private or public
contributions or other financial gains.
The MA should ensure that the cash in-flows have been determined on the basis of the incremental
approach (i.e. by difference between the situations with and without operation), which can involve
cost savings. In case expected cost-savings have not been considered as net revenue by the
beneficiary, the management verifications should obtain evidence that they will be offset by an
equal reduction in operating subsidies.
Where the operation is part of a larger project, it may be irrelevant to carry out the financial analysis
on the sole operation. The MA should verify that the analysis was done on a self-sufficient unit of
analysis, and that the project net revenue was allocated to the operation pro rata to the eligible cost
of the operation in the project investment cost.
In line with paragraphs 2 to 5 of Article 61 CPR, the eligible expenditure of the operation shall be
reduced in advance taking into account the potential net revenue of the operation, which shall be
determined by one of the following methods:
 Application of a flat rate net revenue percentage for the sector or subsector;
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 Calculation of discounted net revenue of the operation;
 Decrease of maximum co-financing rate for all operations of the corresponding programme
priority/measure.
The choice of the method shall be made in accordance with national rules.
Where the second method is applied, the net revenue generated during operation implementation,
resulting from sources of revenue not taken into account in determining the potential net revenue of
the operation, shall be deducted no later than in the final payment claim submitted by the
beneficiary.
The MA should provide adequate guidance to beneficiaries. In particular, the MA should give
indications about the methodology to be applied by the beneficiaries for the forecast of future net
revenue. The guidance should also clarify the rules on the choice of the method for determining the
potential net revenue. Where the chosen method is the calculation of the discounted net revenue, the
guidance should provide detailed information on the parameters applicable in the calculation, such
as the length of the reference period, the discount rate, the calculation of the residual value, etc.
The MA, as part of its management verifications, should check that the rules and guidelines have
been followed, and that the assessment of revenue-generating operation has been carried out
properly and is fully documented. When assessing the accuracy of net revenue calculation, the MA
should verify in particular:
- the reasonableness and disclosure of any assumptions made regarding the forecast revenue and
cost in the situations with and without operation, considering any available historical data, the
category of investment concerned, the type of project, the profitability normally expected from the
type of investment concerned, the application of the polluter-pays principle and any available
historical data;
- the direct link between the assessment and above assumptions;
- the application of the recommended calculation parameters (length of the reference period, etc.);
- the correctness of the calculations.
Where the chosen method is the calculation of the discounted net revenue, the MA should check in
particular during the management verifications that any revenue generated before operation
completion was taken into account as a source of revenue in the calculation of the discounted net
revenue, or that it is/will be deducted from the total eligible expenditure declared by the beneficiary.
In general, proportionate procedures depending on the size of the financial assistance granted to the
operation may be adopted for the forecast and the verification of the net revenue generated.
Pursuant to Article 61(6) CPR, where it is objectively not possible to estimate the revenue in
advance, the net revenue generated within three years of the completion of the operation or by the
programme closure deadline, whichever is earlier, must be deducted from the expenditure declared
to the Commission.
A system should be established to allow the MA to flag those operations that fall under Article
61(6) CPR, and to monitor and quantify their net revenue at the latest before programme's closure.
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As part of its on-the spot management verifications and after the operations completion, the MA
should set up procedures to verify the accuracy of the net revenue that beneficiaries have reported.
Article 61(7) CPR stipulates among others in point b) that Article61 is not applicable to operations
whose total eligible cost does not exceed EUR 1 000 000. Therefore, the MA should ensure that any
operation that gets an increase of its total eligible cost from below to above the EUR 1 000 000
threshold after its initial recording in the information system of the MA shall be subject to the
requirements of the said Article 61.
Operations generating revenue during their implementation and to which paragraphs 1 to 6 of
Article 61 CPR do not apply
In accordance with Article 65(8) CPR, the eligible expenditure of the operation shall be reduced by
the net revenue not taken into account at the time of approval of the operation and directly generated
only during its implementation, no later than at the final payment claim submitted by the
beneficiary. Where not all the costs are eligible for co-financing, the net revenue shall be allocated
pro rata to the eligible and non-eligible parts of the cost. This provision shall not apply to operations
for which the total eligible cost does not exceed EUR 50 000.
Based on this Article, the MA should extend the verification of revenue generation aspect to all
operations with total eligible cost exceeding EUR 50 000 and which do not fall under the other
exceptions mentioned at Article 65(8) CPR This includes in general the operations that do not fall
under Article 61 CPR.
Concerning the use of simplified costs in operations generating net revenue, please refer to
section 7.4 of the specific Commission guidance (EGESIF_14-0017 of 6/10/2014).
2.6. Durability of operations
Pursuant to Article 71 CPR, the MA must ensure that an operation retains the contribution from
ESIF only if that operation does not, within five years from the final payment to the beneficiary or
the period applicable to State aid , undergo a substantial modification defined in Art 71.1 a-c).
Period of ten years is set for cases when the productive activity is relocated outside the EU. Specific
conditions apply to SME, financial instruments, natural persons subsequently receiving support
from EGF and operations that are not investment in infrastructure or productive investment.
As part of its verifications and after the completion of operations, the MA should check
compliance with these conditions, including by on-the-spot verifications on a sample basis. Any
amounts identified as having been unduly paid shall be recovered.
2.7. Equality and non-discrimination
Pursuant to Article 7 CPR management verifications should check that operations respect and
promote equality between men and women and that the integration of the gender perspective has
been applied during the various stages of implementation of the ESIF. This involves a gender
mainstreaming approach ensuring that all operations openly and actively take into account their
effects on the respective situation of women and men, with a view to overcoming inequalities. All
programmes should contribute to improved equality between men and women, and should be able to
demonstrate the impact in this respect, prior to, during and after implementation. Management
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verifications should comply with the Charter of Fundamental Rights.
In addition, verifications should also check that appropriate steps have been taken to prevent any
discrimination based on sex, racial or ethnic origin, religion or belief, disability, age or sexual
orientation during the various stages of implementation of the ESIF and, in particular, in the access
to them.
Checklists used for management verifications should therefore, where relevant, include questions
dealing with the respect of the principles of equality and non-discrimination. Management
verifications should check the actual performance of co-financed programmes and operations
against the target indicators throughout the programming period. The MA should check that
appropriate steps have been taken during the implementation of the operation to comply with the
relevant conditions set out in the contract. Accessibility for disabled people is one of the criteria to
be observed in defining operations co-financed by ESIF and to be taken into account during the
various stages of implementation.
Provisions on accessibility for disabled persons are mentioned in the EU public procurement
Directives and they state that, whenever possible, the technical specifications set out in the
contract documentation, such as contract notices, contract documents or additional documents
should be defined so as to take into account accessibility criteria for people with disabilities or
design for all users. Management verifications should check that operations respect these
provisions regarding accessibility. In particular, on the spot verifications should check whether the
technical specifications or any other provisions set in the contract documentation to ensure
accessibility have been adequately implemented.
2.8. European territorial cooperation goal (ETC)
Under the ETC, the ERDF focuses its assistance on the development of cross-border economic,
social and environmental activities, the establishment and development of trans-national
cooperation and the reinforcement of the effectiveness of regional policy. The structure of ETC
Programmes can be complex and may involve co-operation between different combinations of
Member States/regions and non-Member States. Due to this complexity it is considered appropriate
to provide guidance on verifications in this area.
By virtue of Article 4 of the ETC Regulation and by way of derogation from the general provisions
for the management of mainstream programmes where the MA is responsible for verifying the
legality and regularity of the expenditure, under ETC this responsibility lies with the participating
Member States or third countries. They must set up control systems and designate staff carrying out
management verification who in turn carry out the verification of the legality and regularity of the
expenditure declared by each beneficiary participating in the operation. The MA shall satisfy itself
that the expenditure of each beneficiary participating in an operation has been validated by a
designated controller referred to in Article 23(4) of the ETC Regulation.
In order to validate the expenditure, pursuant to Article 23(4) of the ETC Regulation, each Member
State or third country shall set up a control system making it possible to verify the delivery of the
products and services co-financed, the soundness of the expenditure declared for operations or parts
of operations implemented on its territory, and the compliance of such expenditure and of related
operations, or parts of those operations, with Union rules and its national rules.
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For this purpose each Member State or third country shall designate the staff carrying out
management verification responsible for verifying the legality and regularity of the expenditure
declared by each beneficiary participating in the operation. Participating countries may decide to
designate a single controller for the whole programme area. Where the delivery of the co-financed
products and services can be verified only in respect of an entire operation, the verification shall be
performed by the MA of by the controller of the Member State where the lead beneficiary is
located..
The content and scope of the verifications by the staff carrying out management verification is
identical to that of a MA for the mainstream OPs. Staff carrying out management verification must
verify that the co-financed products and services have been delivered and that the expenditure
declared by beneficiaries for operations has actually been incurred and complies with Union and
national rules. For this purpose they have to perform administrative verifications in respect of each
application for reimbursement by beneficiaries and on-the-spot verifications of individual
operations, which could be carried out on a sample basis.
The general principles outlined earlier in this document regarding the timing, scope and intensity of
the verifications, the organisation of on-the-spot verifications, the requirement to document the
work done and the functional segregation of duties as regards verification and audit work are also
applicable to the work of staff carrying out management verification. Furthermore, the staff carrying
out management verification should verify that beneficiaries and other bodies involved in the
implementation of operations maintain either a separate accounting system or accounting code for
all transactions relating to the operation.
The most common issues identified by the Commission services relating to operations co-financed
in ETC programmes during the 2007-2013 programming period are: weak audit trail, missing staff
costs, overheads and general administrative costs justifications, weaknesses in public procurement
procedures, revenue generated by operations not taken into account and incomplete verifications
checklists were amongst the main audit findings by the Commission. The audits of the Commission
showed that centralized management verifications done by structures subordinated to the MA
function more efficiently than other systems. Under the other type of control system the control risk
is higher (multiple staff carrying out management verification, no standard quality procedures),
verifications focus mainly on financial control and there is difficulty for the MA/JTS to monitor the
controls.
Best practice indicates that centralized management verifications system diminishes the control risk,
there is better understanding and more familiarity with EU regulations when staff carrying out
management verification are also responsible for the mainstream programmes. Article 23.4 of the
ETC Regulation states that the staff carrying out management verification may be the same bodies
responsible for carrying out such verifications for the operational programmes under the Structural
funds or, in the case of third countries, for carrying out comparable verifications under the external
policy instrument of the Union. It is advisable to put in place measures to ensure coherence among
staff carrying out management verification from all countries participating in the programme. In
particular, harmonization of the checklists that are used for the management verifications is
recommended (such as the HIT – Harmonisation implementation tools prepared by Interact). This
facilitates the monitoring by the MA/JTS of the quality of controls carried out for operations cofinanced under an ETC operational programme.
Under the ETC goal, Article 13.1 of ETC Regulation requires that a lead beneficiary be appointed
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for each operation. The lead beneficiary should ensure that both the expenditure presented by each
of the beneficiaries participating in the operation has been incurred for the purpose of implementing
the operation and corresponds to the activities agreed between those beneficiaries, and that the
expenditure presented by each of the beneficiaries participating in the operation has been validated
by the staff carrying out management verification. The scope of the work of the controller
responsible for the lead beneficiary should therefore include a verification of how the lead
beneficiary complies with these obligations. As regards the role of the MA, it has to satisfy itself
that the expenditure of each beneficiary participating in an operation has been validated by the staff
carrying out management verification.
Best practice in this area would allow for details of the work done by each of the staff carrying out
management verification to be made available to the controller of the lead beneficiary, the lead
beneficiary and to the MA. This requirement could be included in the terms of reference of the
staff carrying out management verification on their appointment.
Where part of an operation is implemented outside the European Union and where a controller has
not been appointed, specific arrangements should be made in order to define which controller or
entity is responsible for verifying the legality and regularity of the expenditure. Similar
arrangements should be made for the verification of expenditure made in the European Union when
it is outside of the territory of the participating Member States.
The MA and the JTS should ensure the independence and the separation of the first level controller
function from the statutory audit function and/or from any other role the appointed first level
controller might hold within the beneficiary (consultancy work, accountancy work, payroll
preparation work, etc.). The first level controller organisation structure and its audit work review
process shall be fully independent from the statutory auditor function and or any other role held
within the beneficiary.
2.9. Youth Employment Initiative (YEI)
The additional specific requirements to verify consist in checking whether participants are eligible
for the YEI (age group, status, place of residence) and that the beneficiary ensured that those taking
part in an operation are specifically informed of the YEI support provided through the ESF funding,
as well as about the specific YEI allocation. Any document relating to the implementation of an
operation which is used for the public or for participants, including an attendance or other certificate
shall include a statement to the effect that the operation was supported under the YEI.
2.10. Simplified costs options
Reference:
Guidance on simplified costs options (EGESIF_14-0017 of 6/10/2014)
(ii) Articles 67 and 68 of Regulation (EU) No 1303/2013 and Article 14 of Regulation (EU) No
1304/2013 and 19 of Regulation (EU) No 1299/2013
(i)

For the unit costs and lump sums the management verifications will check whether the conditions
for reimbursement set in the agreement between the beneficiary and MA have been met and that the
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agreed methodology has been correctly applied28. In addition the management verification should
verify that the operation/project is not implemented exclusively through the public procurement 29.
The supporting documents will be required to justify the quantities declared by the beneficiary. In
particular for "intangible" operations, the focus will move towards technical and physical aspects of
operations, with a particular importance of on-the-spot verifications during the implementation
period.
In case of flat rate financing, where applicable, the verification should also check whether:
 costs have been correctly allocated to a given category,
 there is no double declaration of the same cost item,
 the flat rate has been correctly applied,
 the amount charged based on flat rate has been proportionally adjusted if the value of the
category of costs to which it was applied had been modified, and
 if applicable, that outsourcing has been taken into account (e.g. the flat rate is mitigated in
case that part of the operation/project is outsourced).

2.11. Performance indicators
Reference:
Article 50(2) of Reg. (EU) No 1303/2013 about implementation reports
(ii) Article 125 of Reg. (EU) No 1303/2013 about the functions of the managing authority
(iii) Article 25(1)i of 9 of Delegated Regulation (EU) No 480/2014
(iv) Guidance Document on Monitoring and Evaluation – European Regional Development
Fund and Cohesion Fund – January 2014
(v) Guidance Document on Monitoring and Evaluation – European Social Fund, May 2014
(i)

Article 50(2) CPR stipulates that annual implementation reports shall set out key information on
programme implementation by reference to common and programme-specific indicators and
quantified target values. The data transmitted shall relate to values for indicators for fully
implemented operations and also, where possible, for selected operations. In ESF, data transmitted
for output and result indicators shall relate to values for partially and/or fully implemented
operations. Reporting on selected operations is not required for the ESF.
Article 125(2)(a) CPR requires that the MA should provide the monitoring committee with data
relating to the progress of the operational programme in achieving its objectives, financial data and
28

Please note that it is not applicable to Article 14(1) of Regulation (EU) 1304/2014.
Please note that it not applicable to Article 14(1) of Regulation (EU) 1304/2014 and to projects supported within the
framework of a Joint Action Plan.
29
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data relating to indicators and milestones.
Article 125(2)(d) CPR requires that MA record and store in computerized form data on each
operation necessary for monitoring, evaluation, including data on individual participants in
operations, where applicable. For the ESF, the data shall be recorded and stored in a way that allow
the MA to perform the tasks related to monitoring and evaluation in conformity with the
requirements set out in Article 56 CPR and Articles 5 and 19 and Annexes I and II of Regulation
(EU) No 1304/2013.
Article 125(3)(a) CPR sets out that the MA should apply operation selection procedures that ensure
the contribution of the selected operations to the achievement of the specific objectives and results
of the relevant priority.
Article 25(1)(i) of Commission Delegated Regulation (EU) No 480/2014 requires that the audit trail
shall allow data in relation to output indicators for the operation to be reconciled with targets and
reported data and result for the programme.
The management verifications should ensure, on the basis of the data reported by the beneficiaries
at operation level, that the data, aggregated or micro data, related to indicators and target values at
investment priority, priority or programme level is timely, complete and reliable.
The verifications should check key requirements concerning data collection, storage and quality.
The lack of data quality and consequently, the reliability of the monitoring system, is subject to
suspension of payments. In particular, the MA is required to ensure data quality through checking
their completeness and consistency.30
Monitoring of the progress in operation's implementation through review of indicators (and microdata for the ESF operations) shall be incorporated in the administrative verification of application
for reimbursement made by the beneficiary. During the verification of application for
reimbursement, where appropriate, the MA should check progress in the attainment of indicators. At
the stage of final application for reimbursement, the MA should verify whether the relevant
information is provided by the beneficiary, i.e. information on the actual contribution to the output
and results indicator(s), whether all agreed indicators have been attained, where applicable, and,
where relevant, justification of the difference between the committed and the actual contribution.
The MA shall adjust beneficiaries' application for reimbursement templates in order to enable for
timely and correct reporting on indicators. The management verification checklist should include
appropriate questions.
On-the-spot verifications should verify the correctness of the data communicated by the
beneficiaries in relation to the indicators. The correct understanding of the indicator by the
beneficiary and the values reported should be checked. If the beneficiary was responsible for
inputting information on indicators into the IT system, the correctness of this process should be
subject to verifications at least on the spot.
Each participant shall be registered only once within one operation (e.g. one trainee shall be
registered only once although he/she can participate on several different activities within one
operation). Guidance on participation records can be found in the Guidance document on
30

Guidance document on Monitoring and Evaluation, European Social Fund, chapter 2 of Annex D.
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Monitoring and Evaluation, European Social Fund.
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question 26
EUROPEAN COMMISSION
DG Regional Policy
DG Employment, Social Affairs and Equal Opportunities

Guidance document on a common methodology for the assessment
of management and control systems in the Member States
(2007-2013 programming period)

1.

INTRODUCTION

The objective of this note is to provide practical guidance on the assessment of management and
control systems for the Structural Funds and the Cohesion Fund in the Member States. It draws
upon the conclusions of a working group which was set up in May 2007 involving staff drawn
from the audit services of DG Regional Policy and DG Employment in the European
Commission and the European Court of Auditors (the "ECA"), in order to establish a reference
framework in terms of:
-

defining key requirements of the applicable regulations (Council Regulation No
1083/2006 and Commission Regulation No 1828/2006)

-

defining assessment criteria for each key requirement to evaluate the effective
functioning of systems;

-

providing guidelines for drawing conclusions on the effective functioning of systems for
each key requirement and by each authority;

-

providing guidelines for reaching an overall conclusion by system on compliance with
the regulatory key requirements taking into account any existing mitigating
factors
or compensatory controls.
This working party sought to promote objectivity, consistency and transparency in the methods
of assessment of management and control systems applied by the European audit bodies, i.e. the
ECA and Commission audit services. The Commission guidance note also intends to raise
awareness of the key requirements and the European audit bodies' assessment methods to staff in
all authorities involved (audit authorities, managing authorities / intermediate bodies, certifying
authorities/intermediate bodies and beneficiaries).
The national audit authorities are strongly recommended to apply the same approach when
evaluating managing authorities/intermediate bodies and certifying authorities/intermediate
bodies to ensure harmonisation of audit results and so that auditors in different parts of the
control chain can rely on each other's work. The section of the guidance note on evaluation of
audit authorities is addressed only to the services of the European Commission.
It is important to underline that the "steps for assessment" methodology described in this
guidance note covers the systems audits (i.e. the testing of the key controls) and will allow the
auditors to draw conclusions regarding the compliance of the system with the key regulatory
requirements.

In order to enable the auditors to express an audit opinion and formulate subsequent actions on
the effective functioning of the systems, audits on operations, involving detailed testing of
operations at the level of beneficiaries, also need to be carried out. Guidance on audits of
operations is outside the scope of this note.
It is not possible in these guidelines to cover all situations which may be identified. The quality
review of each audit must ensure that the overall conclusion on the system is substantiated and
that the audit opinion proposed is both consistent with the audit findings and properly justified
and documented.
The guidance note is accompanied by two annexes: Annex I presents the key requirements and
the relevant assessment criteria for each key requirement; Annex II presents 3 summary tables
which should be used by the auditors and which provide the framework for reaching an overall
opinion, by system, on the compliance with the regulatory key requirements for the programming
period 2007-2013.

2.

3.

LEGAL FRAMEWORK
•

Council Regulation (EC) No 1083/2006 of 11 July 2006 Title VI Management,
monitoring and controls

•

Commission Regulation (EC) No 1828/2006 of 8 December 2006 setting out the rules for
the implementation of Council Regulation (EC) No 1083/2006
KEY REQUIREMENTS AND ASSESSMENT CRITERIA

The key requirements of the management and control systems and the criteria for the assessment
of their functioning are included in Annex I. The 15 key requirements and 50 assessment criteria
are based on the legal requirements for the 2007-2013 programming period and have been
divided by authority.
The key requirements concern:
1. The managing authority and any intermediate bodies to which functions have been
delegated (7 key requirements);
2. The certifying authority and any intermediate bodies to which functions have been
delegated (4 key requirements);
3. The audit authority and any audit bodies that carry out audit work on its behalf (4 key
requirements).
The assessment criteria are shown for each key requirement. Non- compliance with these criteria
implies a risk of irregular expenditure being certified to the Commission and of overreimbursement made to Member States.
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4.

STEPS FOR THE ASSESSMENT

The assessment of the management and control systems follows the schema presented below:

4th step

3rd step

2nd step

1st step

Overall
conclusion

Conclusion by authority:
managing authority
certifying authority
audit authority

Conclusion by key requirement on the basis of
the assessment criteria

Assessment criteria

It must be stressed that in all steps of the assessment process, the auditor's professional
judgement and effective quality control are essential to ensure consistency of audit results.
Any audit methodology which allows auditors to obtain a high level of assurance and to express
an opinion on the functioning of the management and control systems, will comprise systems
audits; i.e. compliance testing of key controls at key bodies, complemented by audits of
operations on a sample basis. Compliance testing of key controls should be carried out for a
number of projects at the level of the managing authority, intermediate bodies, the certifying
authority and the audit authority.
The methodology used for the sample selection for key controls testing (such as attribute
sampling or judgemental selection) should be decided upon by the audit authority (in the case of
Member States), the Commission or the European Court of Auditors respectively. Where a large
number of intermediate bodies operate under the same operational programme, an appropriate
sample of these can be selected for control testing.
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The methodology used for determining the sample size for control testing should be in line with
internationally accepted audit standards (eg. INTOSAI, IFAC, IIA). The results of these tests
combined with other qualitative elements will form the basis for the assessment.

The working group has defined 4 categories for the assessment of the effectiveness of the key
requirements, the authorities and the overall system: “Works well”, "Works but some
improvement needed”, "Works partially” and “Essentially does not work”.
Category 1.

Works well; only minor improvements needed. There are no deficiencies or
only minor deficiencies found. These deficiencies do not have any significant
impact on the functioning of the key requirements / authorities / system.

Category 2.

Works, but some improvements are needed. Some deficiencies were found.
These deficiencies have a moderate impact on the functioning of the key
requirements / authorities / system. Recommendations have been formulated for
implementation by the audited body.

Category 3.

Works partially; substantial improvements are needed. Deficiencies were
found that have led or may lead to irregularities. The impact on the effective
functioning of the key requirements / authorities / system is significant.
Recommendations and/or an action plan have been put in place. The Member
State / The European Commission may decide to take corrective action (e.g.
interruption or suspension of payments) in order to mitigate the risk of improper
use of EU funds.

Category 4.

Essentially does not work. Numerous deficiencies were found which have lead
or may lead to irregularities. The impact on the effective functioning of the key
requirements / authorities / system is significant – it functions poorly or does not
function at all. The deficiencies are systemic and wide-ranging. As a
consequence, no assurance can be obtained from the assessment of the key
requirements / authorities / system. A formal action plan should be prepared and
followed up. The Member State / European Commission take corrective action
(e.g. suspension of payments) in order to mitigate the risk of improper use of EU
funds.

These 4 categories are systematically used throughout all steps of the assessment process and the
3 tables at Annex II have been designed to facilitate this assessment process.
4.1

Step 1: Assessment Criteria

The first step consists of evaluating the assessment criteria for each key requirement by
determining which of the 4 abovementioned categories best corresponds to each criterion for the
operational programme being audited. To ensure a transparent and objective assessment of each
criterion, table 1 of Annex II should be used.
It is important to emphasise that when categorising each assessment criterion, auditors should
apply their professional judgement taking into account any other audit evidence available which
should also be analysed. This audit evidence may include:
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•
•

4.2

All cumulative audit knowledge and experience including information gained from the
review of the system descriptions, compliance assessment reports and procedures
manuals.
Information gained from enquiry, observation and from carrying out interviews at bodies
involved in the management and implementation of the Funds.
Step 2: Conclusion by key requirement

The second step consists of drawing a conclusion by key requirement on the basis of the
assessment criteria previously evaluated under step 1. As a matter of principle, when evaluating
the key requirements, the overall impact on the assurance level is a decisive factor. In this
context, questions to be asked are: What is the impact of the non respect or partial respect of a
particular criterion or key requirement on the identification of errors/irregularities? Does its
absence increase the likelihood of irregular or illegal expenditure not being detected?
The following guidance is provided as examples of possible outcomes for this step (after the
combination of control testing with other qualitative elements):
• Where one or more assessment criteria are in category 3 (works partially) or category 4
(essentially does not work), the auditor may reasonably conclude that this would not allow
for the assessment of the key requirement to be categorised as 'Works well' (i.e. Category1);
•

Where a majority of the assessment criteria are in the same category, the auditor may
reasonably conclude that this provides a sound basis for also classifying the key requirement
in this same category;

•

Each key requirement can not be classified more favourably than the worst of the assessment
criteria with the possible exception of the following assessment criteria:

Managing authority
Nr 2 Clear definition and allocation of functions
Nr 5 All applications received should be recorded
Nr 6 Decisions should be communicated to the applicants
Nr 15 Where on-the-spot verifications are not exhaustive, the sampling of operations
should
be based on an adequate risk assessment.
Nr 16 The existence of procedures to ensure that the certifying authority receives all
necessary information
Nr 20 Procedures are in place to ensure the availability of documents in accordance with
Art.90 of Regulation 1083/2006
Certifying authority
Nr 26 Clear definition and allocation of functions
Nr 33 The certifying authority reconciles and does an arithmetical check of the payment
requests.
Nr 35 By 31 March each year as from 2008, the certifying authority shall send to the
Commission a statement, in the format in Annex XI of Regulation 1828/2006.
Audit authority
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Nr 48 Where the projected error rate is above the materiality level for an operational
programme, the audit authority should analyse its significance and take the necessary
action.
Nr 50 The annual control report and audit opinion should cover all Member States
concerned in programmes under the European territorial cooperation objective.
4.3

Step 3: Conclusion by authority

The third step involves reaching a conclusion by authority, based upon the results of the
categorisation of each key requirements under step 2. Tables 2 and 3 of Annex II should be used.
Table 2 combines the assessment by key requirement in order to reach a conclusion by authority,
while Table 3 which is the 'connection table', links the conclusion by authority to the overall
conclusion for the system (link with step 4).
It is impossible to foresee all combinations of assessments of key requirements by authority that
might arise. Nevertheless, the following guidance can be given:
1.

Each of the the key requirements has to be assessed independently from the other key
requirements within the same authority. This means that a weakness in one of the key
requirements in one authority cannot be compensated by another key requirement that is
functioning well in the same authority. Compensating controls are considered only at the
level of the overall assessment of the system. (point 4.4)

2. Some key requirements are essential with regard to the regularity of expenditure and the
proper functioning of the relevant authority.
• managing authority: key requirement 4 – management verifications.
• certifying authority: key requirement 3 – soundly based certification.
• audit authority: key requirements 2 and 3 – systems audits and audits on operations.
3. A category 1 or 2 classification of the four essential key requirements referred to in point
2 above would have a positive influence on the overall conclusion, while deficiencies in
other key requirements may downgrade the assessment for the relevant authority.
4. If the essential key requirements at point 2 above (or the relevant key requirement for
each authority) are classified in categories 3 or 4, the relevant authority cannot be
assessed overall in a higher category. In other words, a higher classification of the other
less essential key requirements for the authority in question cannot compensate for this
deficiency.
5. If some of the functions have been delegated to intermediate bodies, a further breakdown
of tables 1 and 2 may be required, in order to reach a conclusion by intermediate body
and on that basis, an overall conclusion for the managing or certifying authority.
Auditors should use their professional judgement in order to reach the appropriate conclusion
by authority, evaluating the overall picture given in table 2.
4.4

Step 4: Overall conclusion

In this final step, the auditors make the link between the conclusion by authority and the overall
conclusion on the system by identifying any mitigating factors/compensating controls that may
exist in one authority which effectively reduce the risk in the overall management and control
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system. For instance, if the auditor concludes that management verifications in the managing
authority (or if delegated, in the intermediate bodies) are incomplete or not effective enough,
then verifications carried out by the certifying authority may reduce the risk that irregular
expenditure is certified by removing such items before the expenditure declaration is sent to the
Commission. It is important to underline that before being taken into account as a mitigating
factor or compensating control, evidence of the proper functioning of these controls should be
obtained. Another example of a mitigating factor could be an action plan having been
implemented which corrects the main irregularities not previously detected by sample checks or
management verification checks.
The auditor sets the level of residual risk to the regularity of transactions and finally formulates
an overall conclusion, by system, on the compliance of the system with the key regulatory
requirements. Table 3 of Annex II should be used.
1. The same categories are used for the overall evaluation of the systems as for the
individual key requirements and authorities, to ensure consistency of results at all steps of
the procedure.
2. Before setting the level of residual risk to the regularity the auditor must take into account
the existence of mitigating factors, as described above.
The overall conclusion by system then provides a basis for determining assurance levels, for
formulating audit opinions and subsequent action, taking account of the results of audits of
operations.
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questions 29-30-31

ECA report

MS

OP

Finding

Main example

CZ

2007CZ05UPO002

PF 5617
2503-51

Other examples

ES (Fomento
2000-2006)

2000ES051PO017

PF 6111
2513-61

ES (Castilla y
Leon)

2007ES052PO002

PF 5950
2520-61

RO

2007RO051PO001

PF 5673
2508-74

Main example

PT

2007PT05UPO001

PF 5903
2519-61

Other examples

Direct
management
NewS4EESSI

Service extension EES

PF 6023
2558-01

DE (Thüringen)

2007DE051PO006

PL

2007PL051PO001

PL

2007PL051PO001

ES (Fomento
2000-2006)

2000ES051PO017

UK (East Wales)

2007UK052PO001

PF 5842
2518-41
PF 5993
2515-11
PF 5993
2515-61
PF 6111
2513-72
PF 5804
2512-11

IT (Sicily)

2007IT051PO003

PF 5672
2506-41

questions 29-31-32
Main example

DE (Bund)

2007DE05UPO001

Other examples

PL

2007PL051PO001

ES (Fomento
2000-2006)

2000ES051PO017

PT

2007PT05UPO001

Main example

ES
(adaptabilidad)

2007ES05UPO001

Other example

PL

2007PL051PO001

PF 5994
2516-31
PF 5809
2510-71
PF 6111
2513-42
PF 5903
2519-71

PF6275
2530-06

PF 5993
2515-2

Description of the finding

ECA Error rate

6.1 a)
Incorrect allocation of direct
costs/overheads

15,44%

Overhead and other various Ineligible
expenditure

42,23%

Absence of evidence supporting the
allocation keys

1,18%

Ineligible costs - Incorrect allocation key

1,20%

6.1 b)
Overstatement of teachers' salaries and
incorrect allocation of overheads

6,74%

Salaries - overdeclaration

1,50%

Over-declaration of personnel costs

10,28%

Salaries - inelegible

1,98%

Salaries - inelegible

14,16%

Salaries - inelegible

0

Ineligible expenditure - Overdeclaration
of Staff Costs

5,06%

Non eligible expenditure: Family
allowances

9,81%

6.1 c)

Actual costs not declared

14,29%

Overstated own contribution in kind

9,18%

Expenditure declared exceeded the
maximum threshold allowed

1,57%

Overdeclaration of teachers' costs due
to incorrect application of the national
rules

2,11%

6.1 d)

Not up to date with tax obligations

66,66%

Inelegible investment allowance

10%

Amount at risk according
to the Court's
methodology

Measures to be taken
(recommendation to be issued by
EC)

N/A

Ponctual error: financial correction to be
applied at project level

10.561,89 €

No recommendation. The programme has been
closed with a flat rate correction.

N/A

Punctual error: financial correction to be
applied at project level

10.651,01 RON

Punctual error: Missing allocation key between
activities in ESF funded projects and other
national activities of the beneficiary. Financial
correction was applied at project level.

N/A

Simplified cost option implemented for the
future, thus eliminating the source of the error.

5.477,36 €

Punctual error. Recovery order will be issued.

N/A
2702,42 PLN
N/A
NQ
11474,35 GDP

Punctual error: financial correction to be
applied at project level
Punctual error: financial correction to be
applied at project level
No recommendation. The programme has been
closed with a flat rate correction.
Punctual error: financial correction to be
applied at project level

10.225,19 €

Punctual error: financial correction to be
applied at project level

N/A

Punctual error: financial correction to be
applied at project level

54754,78 PLN
1.783,13 €

Punctual error: financial correction to be
applied at project level
No recommendation. The programme has been
closed with a flat rate correction

N/A

Simplified cost option implemented, thus
eliminating the source of the error

600 €

An action plan is in the phase of
implementation and the programme
expenditure will need to be, on a continuous
basis, cross checked with other available
databases

N/A

Punctual error: financial correction to be
applied at project level

ECA report

MS

OP

Finding

6.3 a)

FR

2007FR052PO001

PF 5670
2509-06

6.3 b)

UK (East Wales)

2007UK052PO001

PF 5804
2512-21

UK (East Wales)

2007UK052PO001

PF 5804
2512-41

FR

2007FR052PO001

PF 5670
2509-42

UK (East Wales)

2007UK052PO001

6.3c)

PF 5804
2512-43

Description of the finding

ECA error rate

Late payment to beneficiary

0

PP- Award notice - no publication

0

PP- Award notice - no publication

0

PP- Award notice - no publication

0

Non verification of compliance with
state aid rules

0

Amount at risk
according to the DAS
methodology

Recommendations to be issued

NQ

No recommendation to be issued. The case
concerns a project implemented by the
Regional Council which pre-financed the
expenditure from its budget. The late payment
had no impact whatsoever on the project
implementation

NQ

Recommendation to be issued on the need to
comply with the Public Procurement rules

NQ

Recommendation to be issued on the need to
comply with the Public Procurement rules

NQ

Recommendation to be issued on the need to
comply with the Public Procurement rules

NQ

Recommendation to be issued on the need to
comply with the State Aid regulations

ECA report

MS

OP

Finding

6.2 a)

FR

2007FR052PO001

PF 5670
2509-41

6.2 b)

HU

2007HU05UPO001

PF 5996
2524-11

2007HU05UPO001

PF 5996
2524-71

Description of the finding

ECA error rate

Public procurement error

38,85%

PP - irregular direct award

0

PP - irregular direct award

10,63%

Amount at risk according to the
DAS methodology

Measures to be taken
(recommendations to be issued)

98.065,67 €

No recommendation. EC disagrees with ECA on
the quantification of the error.

NQ

Further follow up will be carried out by EMPL as
this error may have systemic character.

97.483.637,17 HUF

No recommendation. The issue relates to an
interpretation of the conditions of a framework
contract and are not of a systemic nature.
Possible financial correction.

Question 49

BELGIUM – 5 OPs – Estimated risk = EUR 21.4 million
Wallonia – 2007BE051PO001 & 2007BE052PO002 – full reservation
Reason for limited assurance:
ACR 2013 error rate of 8.64% in 2013 ACR, mainly due to ineligible expenditure in operations from one final
beneficiary (82% of all ineligible expenditures found) with regard to non-respect of public procurement, as well
as an isolated error concerning the use of sectorial funds.
Federal – 2007BE052PO003 – reputational reservation
Reason for limited assurance:
A suspension decision was adopted in June 2013 and follow-up audit on the effective implementation of the
Action Plan in September 2013 confirmed that the quality and efficiency of the controls performed by the MA
remain insufficient.
Brussels Capital – 2007BE052PO004 – reputational reservation
Reason for limited assurance:
A Follow-up audit from October 2013 on the implementation of the revised Action Plan confirmed subsisting
insufficiencies mainly regarding administrative verifications and audit trail by MA. The cumulative residual error
rate is 8,36%, the ACR 2013 error rate is 15,99% (calculated on a limited sample), the recalculated error rate
2013, based on the total sample, is set at 11%.
Flanders – 2007BE052PO005 – full reservation
Reason for limited assurance:
The fact finding mission of DG EMPL Auditors on 10.02.2014 led to the conclusion that the error rate reported in
the 2013 ACR by the AA was unreliable. An estimated 10% flat error rate for 2013 has been used by DG EMPL
due to the serious deficiencies identified in KR 4 (administrative verifications of the MA).
SPAIN – 11 OPs – Estimated risk = EUR 28.3 million
Extremadura – 2007ES051PO003 – partial reservation
Reason for limited assurance:
The assessment of the ACR2013 and the national audit reports concludes that a part of the OP did not comply
with the requirements and/or did not operate in such a way as to give a reasonable assurance on the correctness
of the statements of expenditure presented to the Commission, resulting in a partial suspension procedure for
the part of the assistance related to (i) Ayudas al empleo local (axis 2 priority theme 66) and (ii) expenditure
managed via management entrustments "Entes públicos instrumentales".
Andalucía – 2007ES051PO005 – full reservation
Reason for limited assurance:
The systems did not comply with the requirements and did not operate in such a way as to give a reasonable
assurance on the correctness of the statements of expenditure presented to the Commission.
High ACR 2013 error rate of 16.06%.
Communidad Valenciana – 2007ES052PO003 – reputational reservation
Reason for limited assurance:
The systems did not comply with the requirements and did not operate in such a way as to give a reasonable
assurance on the correctness of the statements of expenditure presented to the Commission, resulting in an ACR
2013 error rate of 11.91%.

Aragon – 2007ES052PO004 – full reservation
Reason for limited assurance:
The systems did not comply with the requirements and did not operate in such a way as to give a reasonable
assurance on the correctness of the statements of expenditure presented to the Commission, resulting in an ACR
2013 error rate of 16.18%.
Baleares – 2007ES052PO005 – full reservation
Reason for limited assurance:
High ACR 2013 error rate, estimated to be 5.81%, that put into question the effectiveness of the measures
adopted in the Action Plan and the level of assurance offered by the management and control systems.
Cataluña – 2007ES052PO007 – reputational reservation
Reason for limited assurance:
The results of national follow up audits confirmed that management and control systems did not comply with
requirements and did not operate in such a way as to give a reasonable assurance on the correctness of the
statements of expenditure presented to the Commission.
High ACR 2013 error rate of 22.63%.
The effective implementation of the action plan was still to be demonstrated.
The final error rate for 2012 had not been established. As a result, financial corrections still needed to be
quantified and implemented for 2011 and 2012 expenditure.
Madrid – 2007ES052PO008 – partial reputational reservation
Reason for limited assurance:
The systems did not comply with the requirements and did not operate in such a way as to give a reasonable
assurance on the correctness of the statements of expenditure presented to the Commission for the part of the
OP managed by the CB DGESFPERE.
La Rioja – 2007ES052PO011 – reputational reservation
Reason for limited assurance:
The systems did not comply with the requirements and did not operate in such a way as to give a reasonable
assurance on the correctness of the statements of expenditure presented to the Commission. Moreover, the
ACR2013 has been rejected. The estimated error rate is 37.76%
Adaptabilidad y Empleo – 2007ES05UPO001 – partial reservation
Reason for limited assurance:
The total projected ACR 2013 error rate for both populations (SPEE and non SPEE) is 4.795%. The limited
assurance was based on deficiencies in the SPEE population (centrally managed non-wage labour cost reductions
“bonificaciones” based on Royal Decree Law 5/2006, collaborating body Servicio de Ocupación de Catalunya,
collaborating body Servicio Andaluz de Empleo) and in the non-SPEE population (intermediate body Subdirección
General de Fomento de la Sociedad de Información).
Lucha contra la Discriminación – 2007ES05UPO002 & Asistencia Técnica – 2007ES05UPO003 - partial
reservations
Reason for limited assurance:
The systems of the intermediate bodies "Instituto de la Mujer" and OATPFE did not comply with the
requirements and did not operate in such a way as to give a reasonable assurance on the correctness of the
statements of expenditure presented to the Commission
ITALY – 6 OPs – Estimated risk = EUR 26.9 million
Campania – 2007IT051PO001 – full reservation
Reason for limited assurance:
Risks identified concerning the so-called "amortizzatori sociali" projects, more specifically as regards the time-lag
between certification of passive and accompanying active measures. The programme has been put in reservation
until the above issues are solved.

PON Istruzione – 2007IT051PO007 – full reservation
Reason for limited assurance:
The audits carried out by the external auditors did not guarantee the fulfilment of the criteria set by the
international auditing standards;
- The quality review assessment of the AA on the work of the external auditors had a limited scope due to the
insufficient information received by the external auditors;
- The documentation archiving procedures adopted by the AA impede an easy tracking of the audit trail.
- Overall, the audit process and the work carried out did not provide sufficient assurance that the management
and control system functions effectively.
Abruzzo – 2007IT052PO001 – partial reputational reservation
Reason for limited assurance:
the management and control system complied with the applicable regulations except for the "Multi Asse"
projects.
Bolzano – 2007IT052PO009 – full reservation
Reason for limited assurance:
Fact finding mission (March 2013) and audit mission (December 2013) which highlighted significant deficiencies
and important weaknesses at AA and MA levels. Estimated ACR 2013 error rate is 7.11%.
Toscana – 2007IT052PO012 – full reservation
Reason for limited assurance:
Several deficiencies such as lacking of clarity on definition, allocation and separation of functions; inadequacy of
system audits, of audit operations and of the annual control report and audit opinion.
Sardegna – 2007IT052PO016 – full reservation
Reason for limited assurance:
Several deficiencies making the AA audit process not completely reliable. The EC audit showed insufficient
coverage in systems audits; the sampling of operations was done with an inappropriate confidence level and the
re-performance of the audits of operations demonstrated that many errors were not found by the national
auditors, thus leading to an important understatement of the level of risk in the programme.
UNITED KINGDOM 4 OPs – Estimated risk = EUR 24.0 million
West Wales and the Valleys – 2007UK051PO002 & East Wales – 2007UK052PO001 – full reservations
Reason for limited assurance:
No reliance on the error rate reported by the Audit Authority.
Lowlands and Uplands of Scotland – 2007UK052PO002 – full reservation
Reason for limited assurance:
Opinion of the Audit Authority was not consistent with estimation of projected error rates (10.59%), which
substantially exceed the materiality threshold.
Northern Ireland – 2007UK052PO003 – partial reservation
Reason for limited assurance:
Following the Commission request, an updated 2013 ACR was provided by the AA on 14/03. The projected error
rate for Priority 1 remained high (5,32%) and was combined with an occurrence of 20 (out of 37) projects
affected by public procurement issues. The AA considered this to be a recurring systemic issue.
A partial reservation on Priority 1 was therefore formulated due to the recurrent nature and the occurrence rate
involved in this finding, combined with the high error rate.

