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Introduction 

The present Special Report (SR) is focused on the Financial Instruments under Shared 
Management (FISM) and whether the Member States and the Commission had taken the 
necessary steps to properly verify and assess FISM expenditure at the closure of the 2007-
2013 operational programmes (OPs). 

Financial instruments are "Union measures of financial support provided on a complementary 
basis from the budget in order to address one or more specific policy objectives of the Union. 
Such instruments may take the form of equity or quasi-equity investments, loans or 
guarantees, or other risk-sharing instruments, and may, where appropriate, be combined with 
grants." 1

Financial instruments in EU cohesion policy represent an efficient and sustainable alternative 
to complement traditional grant-based support. It should be pointed out that financial 
instruments are not an end in themselves but a policy delivery mechanism.

Such delivery tools provide financial support from the EU budget while providing three 
specific benefits: (i) revolving nature, by using of the same funds in several cycles and 
operations for similar purposes, thanks to the fact that the amount is paid back by the first 
beneficiary to be disbursed again to others, in such a way to maximise the positive impact of 
the resources; (ii) leveraging effect, by mobilising additional private and public funds to 
complement the initial public funding, and (iii) incentivising efficiency and delivery to the 
final recipients, expected to pay back loans, to release guarantees and to return investments. 

Overall, financial instruments help to trigger investments on the ground for revenue-
generating and cost-saving activities while maximising private investment with minimum 
public support to deliver the Cohesion Policy objectives of economic, social and territorial 
cohesion. 

Current audit follows up previous ECA’s observations and recommendations (ECA 2014-
2018 Annual Reports and further Special Reports 2/2012, 19/2016, 36/2016 and 17/20182 ). 
Such a follow up and further audit work in 2020 (now reported in 2021) was needed as the 
closure process takes a long time and no adequately comprehensive information was available 
at an earlier stage.

1 Art. 2(p) of the Financial Regulation.
2 Special report 02/2012, “Financial Instruments for SMEs co-financed by the European Regional 
Development Fund” : ECA noted that the Commission would only be able to regularise the oversized fund 
endowments at closure;
Special report 19/2016, “Implementing the EU budget through financial instruments - lessons to be learnt 
from the 2007-2013 programme period”: ECA reiterated that the Commission could only determine the total 
eligible expenditure at closure;
Special report 36/2016, “An assessment of the arrangements for closure of the 2007-2013 cohesion and 
rural development programmes”. ECA determined that for FISMs in particular there is a risk of ineligible 
expenditure being declared at closure;
Special report 17/2018, “Commission’s and Member States’ actions in the last years of the 2007-2013 
programmes tackled low absorption but had insufficient focus on results”. ECA found a number of 
inconsistent and inaccurate figures in the final implementation report for 2007-2013 FISMs. We noted that, as 
the closure process was still ongoing, the Commission was in a position to verify the reliability of the figures 
used to close the OPs..
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It is worth referring to some previous ECA’s conclusions, in particular, to SR 19/2016 
enquiring whether financial instruments were an efficient mechanism to implement the EU 
budget during the 2007-2013 programme period. Some findings were concerning: at the time, 
financial instruments appeared not successful in attracting private capital. Only a limited 
number of ERDF and ESF financial instruments had been successful in providing revolving 
financial support and the levels of management costs and fees were high, compared to the 
actual financial support to final recipients and to private-sector investment funds. However, 
the situation has improved and ECA’ observations in present Special Report build on previous 
audit work and finalise the review with the conclusive data available only at the closure stage.

To be also noted that the audit conclusions are referred to the Programming Period (PP) 2007-
20133 , but are important for giving guidance to PP 2014-2020 (where FISM have a greater 
role and increased reach in cohesion policy 4) and even later on: considering that the overall 
importance of financial instruments will increase further in the PP 2021-2027 and anticipating 
their role in the post-COVID-19 where flexibility in delivering support through financial 
instruments to tackle the economic impact of the COVID-19 crisis is part of the Coronavirus 
Response Investment Initiative (CRII plus) strategy 5.

Court’s findings

The SR presents the following remarks, deserving consideration for possible actions and 
recommendations: 

1.  By the time the audit work had started in June 2020, 23% of 2007-2013 operational 
programmes with FISMs were still not fully closed (3 % due to unresolved FISM issues);

2. In 2015, the Commission’s guidance on closure changed the final date for contributions 
from FISMs to final recipients from 31 December 2015 to 31 March 2017 effectively 
extending the eligibility period, which explains the pending status of some OPs with FISMs 
for the PP 2007-2013. One of the main reasons for this extension of the eligibility period was 
the low absorption rates: Member States would have been required to return all unused funds 
to the Commission at closure and thus, a significant amount of funds would have remained 

3In PP 2007-2013, over 1 000 FISM were used across 25 out of 28 Member States, with operational programme 
contributions exceeding EUR 16 billion, including EUR 11 billion in EU funding through the European Regional 
Development Fund and the European Social Fund.
4 Financial instruments have been used for delivering investments for Structural Funds since the 1994-1999 
programming period. Their relative importance has increased during the programming period 2007-2013 when 
they represented around 5 % of total European Regional Development Fund (ERDF). In the 2007-2013, the 
contributions of FISM to EU cohesion policy financing programming period totalled €16.4 billion, of which 
€11.3 billion was made up of EU co-financing through the European Regional Development Fund (ERDF) and 
the European Social Fund (ESF). In the period 2014-2020 they represented more than 10% of total European 
Regional Development Fund (ERDF) [resources at the EU level, calculations based on the summary report 
(European Commission, 2016)]. About 4% of operational programme contributions were committed to financial 
instruments in 2007-13; for 2014-20, the operational programme data indicate that this is expected to have been 
done to rise to over 6%.
5 Regulation (EU) 2020/558 of the European Parliament and of the Council of 23 April 2020 amending 
Regulations (EU) No 1301/2013 and (EU) No 1303/2013 as regards specific measures to provide exceptional 
flexibility for the use of the European Structural and Investments Funds in response to the COVID-19 outbreak, 
Official Journal of the European Union, L130, 24.4.2020, p.1
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unused. 

Extension brought positive results, because it resulted in the substantial increase of the 
disbursement rate (from 75% to 93%); however, it also created issues for the audit authorities 
to obtain the statement of assurance in time for the deadline for submitting the closure 
declaration (also 31 March 2017). This resulted in audit scope limitations and in the need for 
additional work after 31 March 2017 to complete the remaining verifications;

3. For FISM the eligibility of a material part of the expenditure may only be assessed at 
closure. 

For this reason, in 2017-2013 the reporting obligation for FISM is not fully satisfactory, 
because the programming authorities report too early (by the 31 March 2017) and the 
Commission presents a summary report with aggregated and by-Country data, built on the 
programming authorities’ reports (a monitoring tool for tracking performance): both are 
preliminary in nature because the data have not yet been the subject of verifications by the 
audit authorities.

Not-preliminary data is only available after the closure work, and this is not subject to a 
reporting obligation;

4. Also in terms of reporting, the Commission’s final report on the implementation of 2007-
2013 FISMs did not capture the adjustments and corrections of subsequent closure work; 
however, Commission does not intend to publish an updated report showing the corrected 
final data; this in spite of the fact that the result of the closure work carried out after 31 March 
2017 and not reported (either by the programme authorities or by the summary report of the 
Commission) has a relevant impact (reduction of expenditure in the order of 5% in the PP 
2007-2013 ).

Nevertheless, the Commission published updated tables in DG REGIO’s 2018 and 2019 
annual reports showing FISM expenditure by OP with the Commission’s intended 
corrections. The tables reveal a sensible decrease from the EUR 16.1 billion in FISM 
expenditure suggested by the final Summary of data report in 2017, to the current figure of 
EUR 15.4 billion as a consequence of the closure work performed after 31 March 2017 by the 
programme authorities and the Commission. It means that between the preliminary and 
current data there is a EUR 730 million change, that is a 5 % difference; 

5. Some FISM expenditure could not be included in the audit authorities’ work for the closure 
declaration. 

Despite the Commission strong recommendation (to managing and certifying authorities) to 
anticipate the submission to the audit authorities of the final expenditure declaration and 
application for payment of the final balance, some FISM expenditure could not be included in 
the audit authorities’ work for the closure declaration.

The Commission does not know how much additional expenditure Member States declared 
between 1 January 2017 and 31 March 2017 and it was not possible to determine the amount 
from the information made available for ECA’s audit.

ECA reviewed this aspect for a number of OPs with FISMs (27 out of 192 such programmes 



DT\1233270EN.docx 5/11 PE693.726v01-00

EN

for Cohesion). Eleven of the 27 had scope limitations due to expenditure, including FISM 
expenditure, being declared after the date on which the audit authority drew its final sample 
for the closure declaration. While this expenditure was effectively excluded from the audit 
work presented in the closure packages submitted by 31 March 2017, it was audited later 
through additional work. This required additional time and resources from the Commission 
and the audit authorities, delaying the closure process and making it longer and less efficient;

6. Court’s auditors detected other persisting issues in the data reliability: incompleteness of 
mandatory management cost and fee data; disbursements to final recipients not reported in a 
few cases; interest and revolving amounts sometimes reported incorrectly; data combined and 
not provided at a specific fund level in a few cases; in some case implausible output indicator 
figures were detected (number of final recipients or jobs created);

7. Inconsistencies and discrepancies were detected for the FISM managed by EIB, mainly in 
reason of (i) access right limitations imposed by the EIB Group to holding fund structures and 
selected financial intermediaries, and (ii) lack of audit mandate to entrust the audit authorities 
to perform verifications at specific fund or final recipient level.

This audit limitation is deemed sensible, considering that 

(i) the audit authorities for 2007-2013 were expected to submit to the Commission the closure 
declaration, the final control report and an opinion on the legality and regularity of the 
amounts included in the final statement of expenditure, and that 

(ii) in the 2007-2013 period the EIB Group managed around 11 % of FISMs by number (or 16 
% by OP contribution amount), and that in all but one case it managed a holding fund 
structure and selected financial intermediaries to manage the specific funds.

Overall, the audit authorities relied solely on the Agreed-upon Procedures (AUP) reports of 
the EIB Group’s external independent auditor. These reports covered a number of specific 
verifications related to instrument set-up and implementation at holding fund level, but by 
their limited nature could not express any assurance on the eligibility of the expenditure 
disbursed by the financial instrument.

ECA recommended that the Commission ensure adequate audit arrangements for financial 
instruments managed by the EIB Group and minimum conditions for AUP engagements to 
guarantee that assurance is provided.

To fill this gap, minimum requirements for reasonable assurance were integrated in the model 
audit report for external auditors provided by the Commission, and the audit authorities were 
tasked with performing system and operation audits at the level of financial intermediaries.

However, all SME Initiative programmes set up before 2 August 2018 (the six currently in 
existence) are excluded from these changes. Nevertheless, starting from the 2018/2019 
accounting year, the EIB Group has voluntarily extended the use of “reasonable assurance” 
reports to all SME Initiative programmes;

8. Finally, the Commission’s report also assesses the performance of 2007-2013 FISMs, but 
this assessment is incomplete due to the lack of data on leverage and revolving (intra-period 
reuse of funds), which are two relevant indicators of the main advantages of using financial 
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instruments instead of grants; 

9.  Improvements on FISM reporting have been adopted directly in the legislation6  for the PP 
2014-2020, including data on leverage and intra-period reuse of funds, enhancing the 
performance assessment. However, reporting is still sub-optimal also for the PP 2014-2020 
for what concerns the assurance on expenditure eligibility. By comparing the two 
programming periods, the following aspects can be outlined:

A. Under the PP 2007-2013 there were very few provisions on FISM eligibility, hence 
additional, extensive and timely guidance was needed. Commission provided training, 
seminars, recommendations and advice, timely and detailed FISM closure guidance. 

However, not all audit authorities systematically performed audits according to 
Commission’s indications and where they did, the work was not always sufficient to 
identify material irregularities.

Nevertheless, against this context, the Commission gave a positive assessment of 
FISM implementation, essentially referring to the disbursement rate at 93 %, to the 
1.26 % annual average management costs and fees, below the regulatory ceiling, and 
to the number of jobs created and the EUR 8.5 billion in legacy resources to be reused. 

ECA underlines that the two major indicators on leverage and revolving effect (the 
two main advantages of the FISMs) were not assessed for lack of information (e.g. 
Commission obtained information on the returned resources to be reused for similar 
purposes -legacy resources- but not on whether FISMs were able to reuse such 
resources within the period-intraperiod revolving effect-). 

Therefore, in ECA’s view the Commission’s conclusion that “the results obtained 
suggest that [FISMs] […] are able to mobilise resources which are at least two times 
higher than the Structural Funds resources available in the programmes” is not 
supported by sufficient evidence.

B. For the PP 2014-2020, most FISMs guidance was incorporated in the legislation. 
Multiple Delegated and Implementing Acts have focused on specific subjects 
concerning FISMs. 

There are improvements in the design of the reporting, including more extensive 
reporting on management costs and fees and the inclusion of analyses on leverage and 
revolving. Issues on reliability of data are minor and are being addressed. 

However:

6 Member States are now required to report on the implementation of financial instruments to the Commission as 
part of their annual implementation report and they have received online reporting training giving the parties 
responsible for entering the data in the system a better understanding of ways to improve reliability (the 
programme authorities’ lack of familiarity with the reporting system was one of the reasons for data reliability 
issues in 2007-2013). Important to note that the model provided for reporting on financial instruments includes 
fields for public and/or private contributions at all levels: this makes it possible to properly assess the level of 
leverage achieved and provide analysis. Moreover, the report provides detailed information on resources 
returned from investments and their reuse, satisfying the need for intra-period revolving effect related data
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 The approach taken by some audit authorities of auditing FISM advances, instead of 
actual expenditure, could likely lead to underestimated residual error rates;

 No lessons learnt approach is built on the results of audit already carried out by 
Commission or MS authorities;

 The summaries of data report cannot be improved as far as do not provide 
confirmation of eligible expenditure amounts. As it is published within a year after the 
relevant period ends, there is no time for the audit authorities to audit, adjust and 
correct: the report retains its preliminary nature by design;

 There is no explicit regulatory requirement either for the Member States to submit a 
final set of accounts for the period at closure or for the audit authorities to provide 
assurance on total expenditure for the period [as required in the 2007-2013 final 
control report- former Article 62 of Regulation (EC) No 1083/2006];

 Regulation is unclear on the inclusion, in the last set of annual accounts, of the final 
assessment of the eligibility at closure of the FISM disbursed amounts;

 Legislative uncertainty may affect the Member States’ capacity to carry out the 
necessary checks, as the document retention period may expire if some tasks are left to 
be performed after the end of the last accounting year (30 June 2024)7.

Court’s conclusions

In PP 2007-2013:

• The Member States and the Commission had largely taken the necessary steps to 
verify the eligibility of FISM expenditure at closure;

• Given the very limited 2007-2013 FISMs provisions in the legislation, the 
Commission provided the required FISM closure guidance in time and in sufficient 
detail;

• However, in spite of the intensive guidance from the Commission and of the audit 
work by the Member States, errors were still identified: inclusion of ineligible 
expenditure, incomplete eligibility checks leading to undetected ineligible recipients 
or ineligible disbursements, shortcomings in the use of checklist;

• The audit authorities performed the necessary verifications, but the above weaknesses 
affected the reliability of their work and certain errors went undetected;

In PP 2014-2020:

• Most of the shortcomings (such as limitations on the audit authorities’ mandate) have 

7   Eligibility period ends 31 December 2023 (final decommitment target) • Final accounting year 01 July 2023 – 
30 June 2024
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been addressed;

• Despite the improvement in the overall FISM guidance, the PP 2014-2020 legislative 
provisions for closure are assessed as weaker than those for PP 2007-2013: 

- The common provisions regulation is insufficiently clear on the role of programme 
authorities in the closure process, unlike the assessment of annual accounts;

- The work needed to reassess and adjust the impact of possible ineligible costs on the 
residual rates is not clarified; 

- There is no explicit requirement for the audit authorities to provide assurance on total 
expenditure for the period as for the 2007-2013 period, and this is particularly relevant 
for financial instruments where the eligibility of a material part of the expenditure may 
only be assessed at closure.

ECA indicates that the Member States and the Commission had largely taken the necessary 
steps to verify the eligibility of FISM expenditure at closure. The Commission and the 
national audit authorities had carried out checks, and these had yielded results. 

Despite this, however, errors were still identified with a financial impact in three of the seven 
instruments audited during the legality and regularity audits at closure. 

The Commission had interpreted in a different manner what the ECA’s considers the most 
important error, which materially affected the closure of the OP concerned. Reporting is still 
sub-optimal for what concerns the FISM eligibility expenditure.

To correct the still existing weaknesses, the Commission is recommended to increase its 
guidance role (further updating the financial instrument audit methodology and developing 
guidance on audit documentation practices, in cooperation with the audit authorities) and 
clarify the relevant aspects by an updated closure guidance no later than December 2022, so 
that MSs can act in line with the Commission’s expectations for the closure of the PP 2014-
2020.

Court's recommendations 

Based on its findings, ECA recommends the Commission to enhance its guidance to Member 
States on Financial Instruments used under Shared Management:

• By advising on the most frequent errors, on the grounds of the Commission and ECA 
audits and with a view to increase preparedness for the upcoming closure of the 2014-
2020 period;

• By updating the audit methodology and closure guidelines, to make it sure that 
eligibility of financial instrument expenditure, at closure, is consistently assured;

• By actively encouraging audit authorities to observe guidance in complement to the 
legislation, with a view to achieving a more rigorous closure.



DT\1233270EN.docx 9/11 PE693.726v01-00

EN

The Commission has accepted the Court’s recommendations.

Rapporteur's recommendations

For possible inclusion in the 2020 Commission discharge report

- Welcomes the findings and recommendations of the European Court of Auditors' Special 
Report 06/2021: Financial instruments in cohesion policy at closure of the 2007–2013 period: 
verification work yielded good results overall, but some errors remained; 

- Points out that, when implemented correctly, FISMs offer certain advantages, such as the 
opportunity of reusing repaid funds in new projects for similar purposes (revolving effect), the 
repayment obligation provides a strong incentive to implement successful projects that deliver 
results, and the ability to bring in private sector investment (leverage) which can result in a 
more cost-effective use of EU support;

- Stresses that financial instruments and grants are complementary tools to achieve policy 
objectives; believes that grants shall remain a priority in public investment to support growth, 
regional cohesion and job creation;

- Acknowledges that the limited 2007-2013 FISMs provisions in the legislation made 
guidance even more important; welcomes that the Commission produced timely and adequate 
closure guidance, including specific information such as eligibility conditions, instructions on 
the more complex topics of guarantee funds, and reporting requirements;

- Calls on the Commission -in cooperation with the audit authorities- to continue updating the 
audit methodology and closure guidelines building on the lessons learned in each 
programming period and including specific advice based on the most frequent errors 
uncovered in Commission and ECA audits; encourages the Commission in this manner to 
achieve higher efficiency, performance and reporting level while ensuring transparency and 
effective scrutiny by the Court of Auditors, the national authorities and the European 
Parliament;

- Draws attention to the need to establish clear indicators for assessing the revolving and 
leverage effects which should be achieved by the design and implementation of FISM; calls 
on the Commission to request data on these indications on a mandatory basis in order to have 
exact information about the FISMs’ capacity to mobilise resources, and to include them in the 
assessment of FISM performance; 

- Underlines the importance of respecting the obligation of reporting the management costs 
and fees of financial instruments for the 2014-2020 programming period in the reporting; is of 
the opinion that such information would offer relevant perspectives on the implementation 
and evaluation of the post-2020 FISMs and would allow comparative analysis of the 
implementation costs of financing instruments;

- Notes the 15-month extension of the eligibility period for disbursements in order to improve 
the absorption rate; acknowledges that this decision, together with the financial crisis, brought 
a delay in the closing of the 2007-2013 programming period; points out that while absorption 
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is important for achieving policy objectives, it is not an end in itself but rather the 
achievement of results, in line with cohesion policy objectives, is the ultimate target; recalls 
that value for money is not simply how much is spent, but what has been achieved with the 
resources disbursed;

- Notes that the Commission accepted as eligible a FISM that disbursed more than 80 % of 
funds to large corporations since applicable legislation does not mention a minimum level of 
funding to SMEs nor preclude loans to be given also to large enterprises if all other conditions 
are fulfilled; welcomes that this material error due to different interpretation let to the 
introduction of financial instruments solely dedicated to financing SMEs for 2014-2020 
programming period; urges the Commission and EIB to strictly apply the eligibility criteria to 
SMEs;

- Highlights that SMEs are at the core of the economic crisis brought on by the COVID 19 
pandemic and the containment measures; stresses the importance of strengthen the SMEs’ 
awareness and interest in European fund for strategic investments, as well as simplifying their 
application process, all of which would have a positive effect on the absorption rates of the 
funds;

- Considers that the three levels of control -by the Member States, the Commission and the 
ECA- increases the possibility of identifying and correcting irregularities; supports a single 
audit chain as it reduces the burden on administration and the beneficiaries, as well as 
excessive expenditure; stresses that, in order to achieve it, the main levels of control shall 
cooperate closely and further improvements are needed in terms of harmonized definitions, 
procedures and mechanisms of checks, audit and reporting used at the different levels; 
reiterates that it is also crucial to establish clear and uniform rules and to provide relevant 
guidance and technical assistance to involved administrations;

- Regrets that the audit authorities were not able to perform verifications at holding fund level 
nor at specific fund or final recipient level due to access rights limitations imposed by the EIB 
Group; reiterates the need that EIF Compliance and EIB OCCO work together to bring 
consistency to the design and implementation of the EIB Group policies in the sectors of 
Anti-Money Laundering and Combating Terrorism Financing;

- Notes that the current tripartite agreement between the Commission, the EIB and the Court 
concerning audits of operations which are financed or backed by the Union budget expires in 
2020; calls on the Commission, the Court and the EIB to enhance the role of the Court and 
further strengthen its auditing powers regarding all activities of the EIB, as they implement 
EU policies, in the renewal of the tripartite agreement governing the rules of engagement;

- Draws attention on the importance of reporting requirements for financial instruments which 
typically relates to key financial information that financial intermediaries would collect 
anyway and should not have impact beyond what is normal market practice; expresses its 
concern about the lack of transparency of EIB’s operations through financial intermediaries 
such as commercial banks and investment funds; stresses the importance to assess the 
economic and social impact of intermediated loans by making information about ultimate 
beneficiaries available; stresses that the disclosure of beneficiaries and their beneficial 
ownership is in line with the existing legal framework; calls for the EIB to establish standard 
reporting obligations with regards to financial intermediaries, respecting the confidentiality 
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agreements between the financial intermediary and the final beneficiary where needed, but 
providing a solid structure for gathering data and information;

- Believes that successful design and implementation of financial instruments hinges on a 
correct assessment of market gaps, needs and investment strategy; notes that experience of the 
2007-2013 programming period showed that decisions to set up financial instruments were 
not always made on  this basis; is aware of the revised requirements for fulfilling the ex ante 
assessment obligations under Article 37(2) CPR and the specific guidance for Member States 
issued by the Commission; welcomes these temporary flexibilities and facilitations but 
expects that this regime will not reduce excessively the scrutiny of the implementing actions;

- Notes with satisfaction that in 2014-2020 the legislative framework was significantly 
improved by providing clear provisions and a greater legal certainty for the Member States; 

- Welcomes the far-reaching simplification of the EU financial rules brought by the so-called 
Omnibus, as well as the 80 specific simplification measures in cohesion policy 2021-2027 
described in the Commission’s simplification handbook; reiterates that simplification reduces 
the administrative burden and the occurrence of errors and thus, the importance of strike a 
balance between enabling performance measurement and simplifying processes; calls on the 
EIB, in the same manner, to simplify the application process especially for SMEs in the 
Member States; 

- Welcomes the measures under the CRII Plus aiming at responding to the unprecedented 
COVID-19 public health crisis by enhancing flexibility, simplifying the administrative 
burdens of the FISM and providing support to the most deprived;


