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This paper has been drawn up on the basis of the proposals for regulations adopted by the European Commission on 6 October 2011. It does not prejudge the final nature of the act, or the content of any delegated or implementing act that may be prepared by the Commission.
1. Objective of the paper

The aim of this fiche is to outline the procedure for the designation of the managing authority (MA) and the certifying authority (CA) to be applied under provisions of the CPR, as they could be revised to take account of Article 56(3) of the adopted Financial Regulation, reflecting the shift from a system of accreditation to a system of designation. The fiche includes in annex 1 the elements relating to designation criteria foreseen for inclusion in a delegated act. 
2. Rationale of the proposal

The CPR envisages a system of designation by the Member State (MS) on the basis of criteria established by the Commission to strengthen the accountability of MS by providing ex-ante assurance on the set up and design of the main elements of the management and control system. MS shall designate the MA and CA by 
means of a formal act at an appropriate level. This should confirm that the setup of the systems in these bodies gives reasonable assurance that they are in a position to fulfil their respective responsibilities for the operational programme. The designation, which is based on a report and opinion of an independent audit body, is granted subject to the body complying with the designation criteria on internal control environment, risk management, control activities, information and communication, and monitoring.

3. What's new compared to the 2007-13 programming period
Main elements

The designation procedure for 2014-20 is very similar to the compliance assessment procedure used at the start of the 2007-13 programming period in its objectives, its scope and in the procedural requirements for MS. 

The aim of designation is to ensure that the MA and CA have the necessary and appropriate management and control structures in place from the start of the programming period to ensure that they can fulfil the responsibilities assigned to them. 

The setup of the systems in the MA should ensure that it is in a position to fulfil its responsibilities in terms of separation of functions, programme management, selection of operations, financial management and control of the operational programme, including management verifications, the presence of an adequate audit trail, adequate anti-fraud measures, and the necessary monitoring systems. 

The setup of the systems in the CA should ensure that it is in a position to fulfil its responsibilities including certifying expenditure to the Commission, drawing up complete and accurate annual accounts, ensuring that accounting records are being maintained in computerised form, ensuring that it receives adequate information from the MA on the verifications carried out in relation to expenditure declared and taking account of the results of audits and keeping an account of amounts recoverable and amounts withdrawn.  

Where tasks are assigned to intermediate bodies, the MA and CA must have procedures to ensure that information relevant to the execution of these tasks is made available to these bodies and that the MA and CA have adequate procedures to review and supervise their work.
The designation criteria will focus primarily on the set up of the systems relating to these responsibilities. In particular, they will focus on the same key elements used for the compliance assessment procedure for the 2007-13 programming period as set out in the Commission's Guidance note on the Compliance Assessment exercise (COCOF 07/0039/01-EN). 
Treatment of interim payments

For 2007-2013, commencement of interim payments to a programme was conditional on the Commission's review and acceptance of the compliance assessment.

The designation procedure for 2014-2020 is a simplification as interim payment claims can be submitted and reimbursed as soon as the formal 'designation' act is submitted to the Commission within 6 months following adoption of the programme. 
Proportionate approach by Commission

A proportionate approach to the review of the designation process by the Commission is proposed instead of the systematic examination of the compliance assessment for all programmes applied for 2017-2013. Where the total amount of support from the Funds to an operational programme is less than EUR 250 million, the Commission will not review the designation procedure. The Commission may review higher value programmes focussing on those which it assesses as high risk. In assessing risk the Commission will take into account whether the management and control systems are similar to those of the previous period, the evidence of how effectively they carried out their functions, and whether the MA will carry out functions of the CA for the new period. The Commission will have two months from receipt of the formal act to request the documents for review, and a further two months from receipt of the documents to make observations. The Commission will be deemed to have no comments on the designation procedure if it does not react within the two month period. 
When the Commission identifies deficiencies in the designation process in light of its assessment of the fulfilment of the designation criteria, it may require the MS to take steps to address such deficiencies. If the MS does not take the necessary steps, and the Commission considers that there is evidence of a serious deficiency in the management and control system for which corrective measures have not been taken, the Commission may initiate a procedure for suspension of payments in accordance with Article 134(1)(a). 
Supervision and ending of designation

For the 2007-13 the regulations do not provide for a subsequent compliance assessment of the systems at national level where there are significant changes in the systems. Resulting system weaknesses may be detected late with consequences which can oblige the Commission to intervene, where justified, in the form of interruption or suspension of payments. 

For 2014-2020, Article 56(2)(b) of the FR requires the MS to supervise the designated bodies throughout the period and end the designation where existing audit and control results show that the designated authority no longer complies with the designation criteria.  The Commission foresees, as provided for in Article 64(4) of the CPR, that the MS can fix a probationary period for the necessary remedial action, with ending of designation only if the necessary actions are not satisfactorily carried out within the period of probation as set out in Article 56(3) of the FR. 
Audit for designation
The designation will be based on a report and opinion of an independent audit body, which can be the audit authority, on the basis of its assessment of the designation criteria. In many cases the same audit authority will have acted as the compliance assessment body for 2007-2013, and carried out systems audits during the period, and will therefore be familiar with the systems, where these are relatively unchanged between programming periods, as well as with the type of work involved in assessing the setup of the systems and the assessment criteria (key elements). The audit body shall take into account whether the management and control systems are similar to those of the previous period and evidence of their effective functioning. It will not therefore have to carry out unnecessary work to check compliance with the designation criteria.
4. Impact on implementation 

The designation procedure represents a real simplification in that:

· it builds upon the audit and control work previously carried out;

· it is done entirely at MS level ‑ the Commission will not be involved in the approval linked to the designation process;

· interim payment claims  may be submitted and reimbursed immediately after the Commission has been notified of the designation through submission of the formal act;

· the audit authority and intermediate bodies are not covered by the same designation procedure as MA and CA; 
· where the MS ensures adequate supervision of designated authorities, the risk of interruption or suspension of payments by the Commission is likely to be reduced;

· the audit authority, where it acts as the independent audit body, will be familiar with the type of work involved in checking compliance with the criteria for designation and with the related assessment criteria (key elements). 

Annex 1

Designation criteria

1. Internal control environment 

The existence of a systems description covering the following elements of the internal control environment: 
· The functions of the bodies concerned in the management and control and allocation of functions within each body. This includes the formal establishment of accountability, responsibility, delegated responsibility, and any necessary related authority for all tasks and positions throughout the organisation.

(Article 62(a) of the CPR) = Key element n°1 for 2007-13 (Article 58(a) of Regulation (EC) No 1083/2006) 

· Compliance with the principle of separation of functions between and within such bodies. This includes areas such as sensitive functions, conflicts of interest and staff planning, including sensitive post management.
(Art.62(b) of the CPR) = Key element n°2 for 2007-13 (Article 58(b) of Regulation (EC) No 1083/2006) 
· Reporting and monitoring procedures for irregularities and for the recovery of amounts unduly paid. This includes ensuring that bodies and individuals have full legal authority to fulfil their functions.
(Art.62(h) of the CPR) = Key element n°12 for 2007-13 (Article 58(h) of Reg. (EC) No 1083/2006) 

· Procedures for continuity of operations. 

· Security procedures (IT and otherwise). 
· Archiving procedures.

2. Risk management

Managing authority and certifying authority
· Procedures to ensure that a risk management exercise is conducted at least once a year and whenever considered necessary (typically in the event of major modifications to the activities during of the authority during the year).
3. Control activities

Managing authority

· Procedures for grant applications, appraisal of applications, selection for funding and instructions, guidance and measures foreseen to ensure that applicable rules and procedures are complied with. 
(Article 114(3) CPR = Key element N°4 2007-13 (Article 60(a) of Regulation (EC) No 1083/2006 and Article 13 of Regulation (EC) No 1828/2006)

· Procedures for a system to record and store in computerised form data on each operation necessary for monitoring, evaluation, financial management, verification and audit, including data on individual participants in operations, where applicable. 
(Article 114(2)(d) of the CPR = Key element N°7 2007-13 (Article 58(d), 60(c), (d) and 61(e) of Regulation (EC) No 1083/2006) 

This includes ensuring that the data is collected, entered and stored in the system, and that data on indicators is broken down by gender where required by Annex I of the ESF Regulation. (Article 114(2)(e) of the CPR)
· Procedures for financial management and control (Article 114(4)), including procedures for any delegated tasks, and the necessary staffing to:
· ensure that beneficiaries involved in the implementation of operations reimbursed on the basis of eligible costs actually incurred maintain either a separate accounting system or an adequate accounting code for all transactions relating to an operation; 

(Articles 62(g) & 114(4)(b) of the CPR = Key element N°7 - 2007-13 = Adequate audit trail (Article 60(f) of Regulation (EC) No 1083/2006)
· ensure effective and proportionate anti-fraud measures; 
(Article 114(4)(c) of the CPR Oct 2011)
· Ensure that all documents regarding expenditure and audits required to ensure an adequate audit trail are held in accordance with the requirements of Article 62(g).  
(Articles 62(g) & 114(4)(d) of the CPR = Key element N°7 - 2007-13 = Adequate audit trail (Article 60(f) of Regulation (EC) No 1083/2006)
· draw up the management declaration of assurance on the completeness and accuracy of the information presented to the CA; the use of the expenditure for its intended purpose; the functioning of the control system to guarantee the legality and regularity of underlying transactions, together with a report setting out the results of management controls carried out, any weaknesses identified in the management and control system and any corrective action taken and the annual summary of final audits and controls;
(Article 114(4)(e) of the CPR)
· procedures for management verifications including adequate procedures for any delegated tasks and the necessary staffing to carry out the administrative verifications in respect of each application for reimbursement by beneficiaries and the on-the-spot verifications of operations, to verify that the co-financed products and services have been delivered and that expenditure declared by the beneficiaries has been paid by them and that it complies with applicable Union and national law, the operational programme and the conditions for support of the operation. 
(Article 62(c) and Article 114(4)(a) of the CPR = Key element N°5 & 6 - 2007-13 (Article 58(c) & 60(b) of Regulation (EC) No 1083/2006 and Article 13 of Regulation (EC) No 1828/2006) 
· Documented procedures for both administrative and on the spot verifications, including the related checklists for recording the various checks carried out. The procedures for on the spot verifications should include the sampling methodology foreseen to be used. 

(Article 114(5)(a)&(b) of the CPR = Key element N°5 & 6 ‑ 2007-13 (Article 58(c) & 60(b) of Regulation (EC) No 1083/2006 and Article 13 of Regulation (EC) No 1828/2006)
Certifying authority

· Procedures for certifying interim payment applications to the Commission. 

· Procedures for drawing up the accounts and certifying that they are true, complete and accurate and that the expenditure complies with applicable Union and national rules.
· Procedures for ensuring that accounting records are maintained in computerised form (including information on the public contribution paid to beneficiaries). 
(Article 62(d) of the CPR Oct 2011)

· Procedures for taking account when drawing up and submitting payment applications the results of all audits carried out by or under the responsibility of the audit authority. 

· Procedures for keeping an account of amounts recoverable and withdrawn following cancellation of all or part of the contribution for an operation.  

(Article 115 of the CPR = Key element N°10 ‑ 2007-13 ‑ Certification (Article 60(g) and 61(a) to (f) of Regulation (EC) No 1083/2006)
Where tasks are delegated to intermediate bodies then the designation criteria should include an assessment of the procedures in place to ensure that the MA/CA verify the capacity of intermediate bodies to carry out tasks and monitor that they are being properly implemented. 

4. Information and Communication (relating to the internal control systems)
Managing authority
· Documented procedures, related checklists and adequate staffing in place in relation to in order to:

· make available to intermediate bodies and beneficiaries information that is relevant to the execution of their tasks and the implementation of operations respectively;
· provide to the beneficiary a document setting out the conditions for support for each operation.
Articles 114(2)(c) and 114(3)(c) of the CPR  = Key element N°4 - 2007-13 – Guidance)
Certifying authority
· Documented procedures, related checklists and adequate staffing in place in relation to in order to:

· ensure that it receives adequate information from the managing authority on: 

· the procedures used and the verifications carried out, 
· the audits carried out by or under the responsibility of the audit authority,
in relation to the submission of payment applications / certification of expenditure. 
(Article 115(a) of the CPR = Key element N°10 - 2007-13 – Certification - Article 61(c) of Regulation (EC) No 1083/2006).
5. Monitoring

Managing authority

· Documented procedures, related checklists and adequate staffing in place to fulfil its responsibilities for the following elements of the internal control systems to:

· support the work of the monitoring committee and provide it with the information it requires to carry out its tasks, in particular data relating to the progress of the operational programme in achieving its objectives, financial data and data relating to indicators and milestones; 
· draw up and submit to the Commission annual and final implementation reports;
· ensure that senior management is provided with all necessary reports and information to effectively monitor the implementation of the programmes that it is responsible for;
· ensure that senior management is provided with the reports of independent assessments or audits on the functioning of their systems. 

(Article 114(2)(a) & (b) of the CPR = Key element N°3 ‑ 2007-13 ‑ System for reporting and monitoring - Article 58(e) of Regulation (EC) No 1083/2006)
· Documented procedures for reporting and monitoring where the responsible body entrusts the execution of tasks to another body (Article 62(e) of the CPR).
Certifying authority

· Documented procedures, related checklists and adequate staffing in place in relation to fulfilling its responsibilities for monitoring the results of both: 

· management verifications carried out by the managing authority; and 

· audits carried out by or under the responsibility of the audit authority,
before submitting payment applications to the Commission. 
(Article 115(e) & (f) of the CPR = Key element N°10 - 2007-13 - Certification - Article 60(g) of Regulation (EC) No 1083/2006).
· Documented procedures for reporting and monitoring where the responsible body entrusts the execution of tasks to another body (Article 62(e) of the CPR).
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