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2.
Introduction


1. We have written this part of the guidance to help you with the various responsibilities you will have managing projects part-financed by the European Social Fund (ESF). We have taken a ‘cradle to grave’ approach by providing the information you need from the time you identify the initial project idea through to your final evaluation of the completed project.

2. Part of this guidance deals with many of the specific requirements of the ESF, for example eligible and ineligible costs. So this project guide will complement those guidance notes by providing you with a ‘how to’ manual to make sure you meet the requirements of the ESF and any risks of not meeting them are minimised.

3. The project guide is intended to provide general guidance on the systems you should adopt to make sure you keep to the ESF rules. This guidance is common to all systems and will help you to design your own procedures to suit your organisation. If you are already accredited for quality systems such as ISO 9000, you should find this guide will help you to design procedures that will fit into your existing processes.

4. This is only a guide with recommendations. If you choose alternative systems and procedures, they must allow you to keep to the funding rules.

5. At the front of each section there is a ‘key stage checklist’. This can help guide you through the process, making sure that you have considered important factors before moving on to the next stage. The checklist should provide a memory jogger for those already experienced in European funding and will be invaluable to all staff involved in the process. You can also use it to guide auditors through the processes you went through for the project.

6. The checklist refers you to the paragraph providing information on the topic and any forms that have been designed to help with the particular task. The person completing the task can initial the final column and refer to any supporting documents.

3.
General project records

3.1  
Application processing

3.1.1
Application processing – key stage checklist
	Step
	Description
	Paragraph
	Form
	Complete

	1
	Developing the project idea.

•   Have you discussed and documented the project’s link to your organisation’s strategic aims?  

•   Have key staff been involved in developing the project outline and application?

•   Have you documented your assessment of what the project will provide (a needs assessment)?

	7
	NA
	

	2
	Have you kept detailed working papers to support the information contained in the application form?
	14
	NA
	

	3
	How has the project met the added value criteria?
	22
	NA
	

	4
	Have you made sure that the project is eligible for ESF support and meets the eligibility criteria of the particular measure?  
	0
	NA
	

	5
	Have you identified all risks and taken steps to manage the risks?
	0
	NA
	

	6
	Approval to run the project within the organisation.

•   Have you identified and documented the approval procedures?

•   Have you kept evidence of approval through all levels of the organisation?

•   Has a commitment to the project and any match funding been given at the appropriate level? 

	0
	NA
	

	7
	Has the authorised senior manager signed the application form?  
	109
	0
	


3.1.2
Identifying projects (including the need for the project)

7. For ESF projects to be successful they should match the aims, strategy and values of the applicant. For example, a bid from a further education (FE) college to use ESF funding to widen participation and provide additional training fits well with the objectives of colleges. However, if the same college bids for European Regional Development Fund (ERDF) funding for economic regeneration the strategic match is less obvious

8. There are many ways to develop ideas for new projects that will lead to successful applications, from away days to brainstorm new ideas to rerunning previous projects. A practical approach to developing a project is to involve all interested parties at an early stage, well in advance of the date you have to submit it. This should make sure that relevant staff are aware of the objectives and content of the project and that they believe that you can deliver the project as you have described it in the application.

9. It is important that projects are not written by just one person (particularly an external consultant) and then passed to someone else to deliver them. This often leaves the applicant organisation with a very well written project that has been accepted, but is nearly impossible to deliver. This exposes you to unnecessary risks of having to repay your grant or having it withdrawn. There may also be more complications when you submit later projects if you could not deliver the original project and you did not notify the European Unit DEL of any significant changes. 

10. Your organisation’s overall aims and objectives should be the driving force behind your decision to bid for ESF support, rather than just the desire to gain funding. You must not look for funding until you have agreed a project idea which is relevant to the organisation’s aims.

11. The need for the project should be a key to its development. You should be able to show there is a need in the locality, based on published facts, to support the project’s aims. You should carry out a needs assessment for each project, which documents, for example, relevant economic data before the project and how the project could improve. You should keep this assessment as evidence of need. This evidence will be important if the project is audited. It is not enough to show your activities are necessary as a whole, you should also show the need for the separate ESF project.

12. The project objectives should be clear, realistic and specific to the project. Everyone involved in delivering the project, including external partners, should understand and agree all the objectives as soon as possible. When you develop the project you should identify all the resources you will need for delivery, including staffing, match funding and short-term financing.

13. You must carefully consider whether your organisation has enough resources for the individual project as well as your existing commitments, to make sure that your organisation is not over-committing resources. At all times you must understand that the ESF only finances part of the project.

3.1.3
Developing applications

14. The application forms will be issued to you along with guidance notes for filling them in. You should understand the NI EQUAL Community Initiative Programme (CIP) and the theme under which you are applying. 

15. On the application form you will be asked to outline exactly what you intend to deliver with ESF support, your justification of the need for the project (including references to published labour market information), along with the management and monitoring procedures you will be adopting. You will also be required to specify who your project partners are and how you will deliver the project.

16. At this stage you will also need to calculate your best estimate of the costs for the project. These costs will then decide the amount of ESF you can apply for. Once you have received your contract, you will not be able to increase the amount of ESF funding you can apply for. This does not mean you should overestimate the costs of the project in order to gain flexibility for your own projects. ESF is a limited resource and accurate cost estimates will clearly help with the overall management and successful delivery of ESF in NI. Future requests for ESF may be reduced or refused where ESF performance is poor. Equally, value for money is considered as part of the approval process, so accuracy in costing applications is a key element to the success of a project when it is scored.

17. It is important that you keep any working papers you use to put together your applications. These could include:

· details of the calculation of the cost figures;

· labour market information in support of your application;

· calculations and the sources of match funding; and

· information concerning beneficiaries.

18. Working papers should record any assumptions you have made. Assumptions may include:

· future staff pay rises;

· inflation on non pay items;

· proportions of staff time on projects;

· costs from subcontractors; and

· how costs will be shared with other activities.

19. This will help monitoring as the project proceeds, as data estimated at the start of the project can be compared against actual data. It can also help in the design of records for gathering cost and eligibility information which is needed to compile the project closure report. You should also keep full project files as a source of information. This is particularly important if key staff involved in a project application leave the organisation before project closure report is due. 

20. As part of the application, you are required to quote from sources of local labour market information. This is to support statements you make on the form and confirm the benefit to the region of running the project. It is important for you to name the documents you quote from and make sure that you keep copies of these publications, or at least make sure that ongoing access to publications is possible. This will help you show the added value of the project at a later date. 

3.1.4
Project eligibility for ESF

21. If you are to be successful and the project approved for ESF, it is essential that the project meets the various eligibility criteria for the theme under which it is to be approved. The themes are set out in the guidance notes, which accompany the application forms, and in the NI EQUAL CIP. At the application stage you need to consider how the project will: 

· meet the needs of the issues identified in the NI EQUAL CIP (you can get this document from PROTEUS); and

· meet the needs of the  target group 

3.1.5
Added value

22. Added value is the additional benefits, in line with the published ESF added value criteria, which are over and above those provided from other funding sources. Examples include the support of new projects that would not otherwise take place, or that would take place in a different and less effective way without the support of ESF.

23. The main criteria for demonstrating added value are as follows.

· Does the project increase:

· the number of people receiving training; and

· increase the training hours on an existing training course and produce additional outputs or additional outcomes which can be measured, with a clear link between these and the additional funding such as higher qualifications or more jobs?

· Will ESF support create new stable jobs or self-employment?

· Does the project allow capacity building for community development that would not have been made without it?

· Will ESF support allow you to maintain existing vocational training or vocational guidance and counselling activities which otherwise would be cut back, or allow activities to be brought forward or not postponed?

· Does the project invest in entirely new or innovatory training, vocational guidance and counselling activities or innovatory activity that could not take place using existing resources?

24. It is essential that any project to be part-financed by ESF is able to demonstrate added value. Added value is one of the essential criteria for European funding of projects and if you fail to show the added value of a project it could result in the whole of the grant being withdrawn.

25. To reduce the risk of a project failing to meet the standard required by auditors for added value, it is essential that there is clear documented evidence of the added value of the project. You should consider this when you are developing the project, to decide both how value is added and how you will measure the added value. Documentation should show the planned added value and, after the project has finished, how far the actual project delivery met that plan. It is not enough to be able to demonstrate added value for your organisation as a whole, you must clearly show added value for each individual project.

26. It is important that you also demonstrate the value for money of the project in addition to the added value. To do this you must be able to show that you have considered the cost of alternative methods of delivering the project. For example you may have quotes from different suppliers for delivering services to the project. It is important to note that you are expected to deliver the project without the need for subcontracting unless it is absolutely necessary.

3.1.6
Internal approval procedures (including commitment to run the project)

27. For internal control purposes it is important that the approval to bid is given by an authorised senior member of staff before you put together the application. It is also important that the signature on the application form is that of the designated authorised senior member of staff. The organisation’s board or governing body should also be fully aware of both the risks and rewards of applying for European funding. You should record all authority to approve projects, grant application and approval procedures and circulate it to all relevant staff. Senior personnel should give the commitment to run the project and provide the necessary match funding.

28. We recommend that a checklist accompanies the application submitted to the person authorised to sign, to show that you have taken the appropriate steps to develop the project and that there is supporting evidence to back up the assumptions made in the application. You can find a copy of a suggested checklist in section 3.1.10.

29. It is essential that you maintain a central list of all projects applied for both administrative and management control. This list should contain details of all projects that the organisation is involved in, whether as an applicant, a partner, a match funder, a subcontractor or other. Management can use this list to: 

· consider whether steps should be taken to identify reasons why applications failed so that improvements may be made;

· make sure there is consistency in delivering ESF funded activity;

· monitor the progress of projects;

· monitor the submission and status of information about significant changes;

· quantify the organisation’s total match funding commitments; and

· assess the organisation’s total project income, available match funding and how much will have to be repaid if the project controls fail.

3.1.7
Project specification

30. Although many of the details of your project will be contained in the ESF application form, it will probably be written in ESF terminology. It is important to translate this into language that will be understood by colleagues and people delivering the ESF project, perhaps by producing a project specification for internal purposes. Auditors could also refer to this specification. The document should provide a description of the project in layman’s terms. This will make sure that there is no misunderstanding of the contents of the application by those involved in actual activity, or indeed between the writer and person or organisation delivering the project, where these are different.

3.1.8
Points to consider before starting the project

31. You must state the start date of the project in the application form. This must fall within the funding period.

32. Bidding rounds are sometimes delayed due to late approval for the release of funds at Member State and EU levels. So project approvals may be delayed. However, it is possible to start a project even before you have submitted the application. You would do this at your own risk that funds may not be approved in the future. If you decide to run the project, full ESF records will still be required and you should maintain them throughout the life of the project. Equally, you need to consider how the project may be funded from other sources if the ESF application fails. 

33. You should also consider the effect on your project if it starts late. For example, will you still be able to deliver it as described in the application? If not, you should write to the European Unit DEL and PROTEUS about any significant changes as soon as possible.

3.1.9
Risk analysis and risk management of the ESF project 

34. As well as the rewards, there are many risks to operating ESF projects. We have described a number of these risks within this section and provided suggestions about what actions you could take to reduce your exposure to such risks. The list is not comprehensive and it just represents a sample of the typical risks associated with ESF funding. There may be many more areas that present risks at your particular organisation.

Failure to deliver numbers (including target groups) and outcomes
35. Although ESF funding does not depend on output, there are still considerable risks if you do not deliver the numbers of beneficiaries and outcomes described in the application. When an application is considered at approval stage, the numbers and types of beneficiaries and outcomes will be important in the eventual decision to approve the project. So, if the actual delivery shows that numbers and outcomes are significantly reduced, the whole basis on which the project was approved may be questioned. This could, in extreme cases, lead to the ESF grant being withdrawn and influence the success of future applications as past performance is taken into greater account. 

36. To reduce the risks associated with these elements it is important to consider them at the very beginning of the project, when you are putting together the application. It can be tempting to inflate the figures you expect in order to improve the score of your project. We do not advise this, as it will almost guarantee that your actual performance will be lower than expected. Be realistic with your target setting, look at the performance of other similar projects, consult local partners, bear in mind the target groups you are trying to work with and use local labour market information and other knowledge to assess the numbers of eligible people in your area.

Failure to prove eligibility
37. If you do not prove the beneficiaries are eligible it can lead to the withdrawal or reclaiming of ESF funds. Too often organisations deliver a project but, due to a lack of understanding, do not record the key data that shows the target beneficiaries they recruited to the project. For the purposes of ESF, the beneficiaries should provide signed evidence of their details. These details should be checked by someone who knows the eligibility requirements for the project to make sure that they are eligible to start the project. 

Lack of financial planning, including organisational risks
38. There are considerable and very real risks associated with the lack of financial planning for ESF activity. In particular, small organisations and organisations relying on ESF delivering significant amounts of their activity are most at risk. Failure to adequately plan for the flow of cash may lead to liquidity problems (a lack of cash to run the business) for such organisations and could lead to their closing down.

39. So it is important to consider the organisation’s cash resources as well as the individual cashflows associated with a particular project. You should draw together a cash forecast as accurately as you are able, building in the outgoings and receipts, as they are likely to arise. You should consider the new payment arrangements for ESF and the retention (funding which may be kept back). You should then identify when you will need to meet any particular cash shortages. 

40. As well as the cash flow risks there are real risks of incurring significant additional costs which are not covered by funding if the financial projections in the application are not accurate. ESF will not fund more than the approved costs declared in the application, so if the project overspends it is at your risk. This will be particularly important if elements of the project are to be delivered by partners or subcontractors. You should get clear estimates of costs from them at the application stage and contracts put in place once the project is approved should make sure that responsibility for overspending is clearly defined and understood by all parties. 

Failure to access match funds
41. Match funds are clearly an essential element of any ESF part-financed project and will be key to the successful delivery of the project. Failure to access the necessary match funding for the project could present problems in a number of areas including:

· insufficient funds to cover expenditure;

· inability to draw down the full amount of ESF; and

· lack of funds which results in a significant change to the project.

42. Although public match funding certificates are required for public providers of match funds they are not contractually binding. Also certificates are required for private sector match funds. So you are at risk of partners not providing the levels of funding you need to successfully deliver the project if you have not drawn up a contract.

43. In order to lessen these risks it is recommended that you enter into a contract with the match fund providers, particularly providers of significant amounts, setting out the exact amounts of funds and the nature of the partnership. You can find further guidance on contractual relationships is provided later in section 6.

Failure to share knowledge of risks and rewards with your organisation’s strategic decision makers

44. At a very early stage senior management should have considered the aims of the project and its links to the organisation’s goals and objectives. It is important that they are informed of the risks as well as the rewards of operating ESF projects. They can then decide to submit applications based on a fuller understanding of the possible pitfalls of such projects.

45. The senior management team and, where ESF is significant, the non-executive directors or governors and anyone else who should be involved should be informed as early as possible of the project and the risks described in this section. This briefing should also make clear the responsibilities of you and your partners to find the balance of funds, maintain detailed records and to meet the requirements of the contract from the European Unit DEL.

46. It is essential that you regularly report on the performance of projects to the senior managers so they can assess how well the project is meeting the organisation’s objectives and how it is performing against the original profile. They can then identify where action may be needed to put things right and assess the general performance of ESF activity.

47. It is also important to report the findings of monitoring or audit visits to the senior management team to make sure that they are aware of any risks which are uncovered and can then take appropriate action. 

Failure of project partners

48. The vast majority of projects are now delivered in partnership with at least one other partner or subcontractor. All the risks described in this section also relate to the delivery of elements of the project by third parties. However, you are responsible for the correct operation of the ESF project regardless of who is delivering it, where the records are held or where errors have been found. So it is your responsibility to repay sums due as a result of any errors.

49. It is recommended that you draw up a contract with significant partners and subcontractors. This should set out the exact nature of the relationship, how the project will be funded, the record keeping requirements, the reporting requirements, the criteria for beneficiary eligibility, the expenditure eligibility, the publicity requirements and that the project is being part-financed by ESF and so the DEL EQUAL guidelines should be followed. You must seek the prior written approval of European Unit DEL before you enter into any sub contracting agreements. Further guidance on this topic can be found in section 6.

50. Signing a contract alone does not provide you with absolute peace of mind that the third parties are keeping appropriate records and are following the relevant rules. You should monitor them to make sure that they are keeping to the requirements of the contract periodically during the life of the project.

3.1.10
 Checklist for use when authorising an ESF application

51. This checklist is designed to provide the senior manager or director responsible for authorising an application with an appropriate list of questions to make sure that project deliverers have considered key risk areas. The list is not comprehensive but should form the basis of the formal checking procedure for any application before you submit it to PROTEUS.

52. The checklist should be completed and signed by the project manager and be used by the senior manager or director as an ‘aide memoire’ when seeking assurance that the application is accurate and supported.

	Example question or action
	Comments

	Have all the key staff who would be involved 

In the project delivery reviewed the application 

And agreed to its content? 

	

	Has the finance department checked, agreed 

And signed off the financial elements of the 

Application, including any cost forecasts?

What evidence is there to support the cost 

Estimates?
	

	Has the appropriate senior group in the 

Organisation approved the project?

	

	Have all outside organisations or partners 

Involved in the project given letters of support 

And have you told them formally of the 

Commitment that is required from each of them?
	

	What are the cashflow implications of the 

Project and how do they fit with the cashflow 

Profile of the organisation as a whole?

	

	How is the project being funded? What 

Commitment have you received from match 

Funders?

	

	What evidence of need for the project is there 

To support the application?

	

	How have you calculated the beneficiary 

Numbers and what have you based the 

Beneficiary profile on?

What evidence do you have to support the 

Beneficiary profile?
	


Checklist completed by 

Signed ………………………………………………


Date ………………………………………………… 

3.2
Monitoring

3.2.1
Key stage monitoring checklist

	Step
	Description
	Paragraph
	Form
	Complete

	8
	Have you agreed the aims and objectives for monitoring?
	53
	NA
	

	9
	Does the monitoring system meet the key ESF rules and performance measures?

	54
	NA
	

	10
	Have you agreed the responsibility for monitoring activity?
	55
	NA
	

	11
	Have you agreed the systems and procedures for monitoring activity including how often this should be done?

	0
	NA
	

	12
	Have you agreed the procedure for the reporting on the project?
	74
	NA
	

	13
	Have you taken action where you have identified performance issues or problems?
	66
	NA
	

	14
	Have you identified, notified and approved significant changes?
	0
	NA
	

	15
	Have you discussed the method for accounting for the grant with the finance department and agreed a set of rules?
	0
	NA
	

	16
	Have you prepared a cashflow forecast and compared it with actual results and taken action to deal with any shortfalls?

	0
	NA
	

	Managing the project

	17
	Have you established SMART objectives and are they monitored?
	0
	NA
	

	18
	Do you supply accurate, relevant information so senior management can effectively monitor the project?

	74
	NA
	

	19
	Have you established a system for evaluating the project 

when it has ended and how will this feed into future 

project delivery?
	88
	NA
	

	Claims for payment

	20
	Has the first advance claim been made and paid?
	0
	NA
	

	21
	Have you agreed a timetable for interim claims?
	0
	NA
	

	22
	Are you making claims in line with the agreed timetable?
	
	
	

	23
	Have you agreed a system for accounting for the grant with the finance department and have you put this into place?
	0
	NA
	

	24
	Have you taken appropriate steps to obtain a external  audit reports and audited financial statements?

	0
	NA
	


3.2.2
Establishing monitoring criteria

53 It is necessary to establish at an early stage what you aim to achieve through your monitoring activity. Clearly the areas where you have to keep to the rules and performance measurement will probably be your main aims for monitoring. However, you may have additional objectives for your monitoring activity such as the quality of provision, equal opportunities monitoring and others.

54 Once you have decided the aims of your monitoring activity you will then have to develop the systems and procedures that will allow you to achieve them. We would recommend that the scope of your monitoring covers at least the areas where you have to keep to ESF rules and performance measurement.

55 You should agree on the responsibilities for the monitoring as soon as possible. This will make sure that you develop a programme which covers all appropriate areas.

3.2.3
Systems for collecting monitoring information

56 For the project to be successful it is important you monitor it while it is running and, to measure its effectiveness, after it has ended. You should do this to monitor the effectiveness both inside and outside the organisation. You should carry out monitoring every month. 

57 It is important for you that the project is a success. You will have already identified the need for the project and so its performance will be important to you as a way of achieving your business objectives. Monitoring will allow you to identify any problems early so that you can take action to put things right.

58 From the European Unit DEL and PROTEUS’ point of view, they need to know that you can deliver your project to the specification detailed in your application, the details contained in your ESF contract and the requirements of the grant-funding regime. They will also be concerned that the project meets the needs of other stakeholders and the beneficiaries.

59 The processes and procedures you will adopt for monitoring will have been set as part of the application. It is essential that: 

· the description of the monitoring procedures you give in the application are realistic and reflect actual planned procedures to manage and monitor the project; and

· you take steps to make sure that appropriate systems are in place at the start of the project. 

60 The need for comprehensive monitoring systems will become increasingly important as the new payments regime for ESF is introduced. The option for you to submit monthly claims in arrears will require more frequent monitoring to allow you to accurately claim your actual expenditure incurred and certify your progress to date. Equally the need for audit reports in support of each interim claim will put new monitoring requirements on you to make sure that the auditor can give an unqualified opinion on a project (See Appendix B for audit requirements for Action 1 in EQUAL). You will need to consider these two requirements when you design your monitoring system. If, for example, you plan to submit quarterly claims you need to make sure your management information and monitoring fit this claim profile.

61 The sections on cost evidence and beneficiary records provide guidance on the types of records you should maintain. You should build checks for the accuracy of these records into your monitoring procedures.

62 Project monitoring should include both the financial performance and general performance of the project against targets. You should design your monitoring to cover the project objectives set out in the application. 

63 To assess your project’s financial performance you must collect detailed evidence of its actual expenditure to compare with how the project has actually performed against the budget cost of each heading in the application. 

64 To assess your project’s general performance, you should collect data to show the profile of project beneficiaries compared with the targets set out in the application. This information will provide you with a guide to the project’s performance and show where shortfalls may arise.

65 You should prepare monitoring at least quarterly and ideally monthly. Once you have collected the information you should use it to identify any significant differences from the original application and start action to put things right where possible. Where you feel that you cannot take corrective action you should notify the European Unit DEL and PROTEUS at least three months before you submit the project closure report.

3.2.4  
Identifying and reporting significant changes

66 It is your responsibility to notify the European Unit DEL and PROTEUS of any significant changes to the project at least three months before its completion date. If you have already started your project and you are having difficulties recruiting eligible beneficiaries, or costs are significantly different to the project forecast, it is very important that you are able to identify this at a very early stage. To do this you should be monitoring your project from the very first day. If you then discover that the project is significantly under-performing you should, where possible, take measures to improve the situation. For example, increased marketing activity or recruitment drives directed at your target groups and so on. Where you believe you will not be able to correct the situation, you should submit a significant change as soon as possible. Along with the details of the significant change you should provide reasons why you believe the project should still be part-financed by ESF and demonstrate how the project still meets the aims and objectives of the fund and still has added value. Although reporting a significant change will demonstrate that the project is being monitored, it may not be approved. Given that past performance will be a considered for future applications for an ESF grant it is essential that you take reporting significant changes seriously.

67 If you submit a project closure report that differs significantly from the original approved application without previous notification, then the whole claim could be no longer valid and you may have to repay the grant.

68 You must report to the European Unit DEL  and PROTEUS before:

· you change the content of the project from that set out in the original approved application, for example changing the scope, delivery or aim;

· you vary the overall unit cost (total ESF project cost divided by total ESF beneficiary hours) by more than 15%;

· you change the course length;

· you change the course venue (this may affect the quality of the course);

· you increase the number of beneficiaries and reduce the hours of training for each beneficiary (this may affect the quality of the course);

· you allow the number of beneficiaries to drop by more than 15%;

· you allow the spending under different cost headings (such as staff costs, beneficiary costs and other costs) to vary by more than 15% compared with the budgeted costs, even though the total project cost is not changed;

· you claim for extra items of expenditure;

· match funding is changed, including who is providing it; or

· you change the project name or your organisation’s name.

69 The above list is not comprehensive and you should contact your European Unit DEL  and PROTEUS if you are not sure if you should report proposed changes.

70 There is provision within the ESF monitoring return forms for you to report any significant changes. However, you should not wait until you have submitted the claim form before notifying changes. Ideally you should discuss any changes with the European Unit DEL  and PROTEUS as soon as you discover them, to agree on how to approach the change. You should always follow up this conversation with a letter setting out the reasons for and justification of the change. The European Unit DEL will then assess the change against the original application and the priority under which the project is funded. They will then write to you with their decision on whether the change has been accepted and whether the amount of funding will change, the decision will be copied to PROTEUS. It is important you make sure that you tell the European Unit DEL and PROTEUS about any significant changes to the project as you identify them, and that the European Unit DEL provides written approval of these changes at least three months before you submit the project closure report.

71 You should report details of any significant changes and the European Unit DEL’s approval in the project closure report. You should also report any significant changes not previously identified and approved in the project closure report, giving: 

· details of the change;

· the reasons for the change;

· details of how the project still met its objectives; and

· reasons why the project still merits part-financing from ESF.

3.2.5
Managing the overall project

SMART objectives

72 It is essential to apply general project management skills to make sure that you achieve the aims and objectives of the project. Developing SMART targets will help to establish the standards by which you can measure the project performance.

Specific – 
they should identify exactly what the project is designed to achieve.

Measurable –
you must be able to measure performance against the objective.

Achievable –
do not add in extra outputs just to gain a higher score!

Realistic –
given information concerning the target group and other labour market data can you meet the objectives?

Time-bound –
you must be able to meet the objectives within the agreed time period.

73 Once you have set the targets it is then important to establish who is responsible for carrying out the monitoring and how it will be done. Ideally, staff independent of the project should do the monitoring to make sure that the results are not biased. However, we appreciate that many organisations do not have the resources for this to take place. 

Communicating and reporting

74 Once you have set the targets and monitored the project’s performance, it is important that you report the results promptly to appropriate personnel. For example you should tell the project manager and other project staff of any monitoring information. You should also provide the senior management team with regular (we recommend at least quarterly) information on how the projects are performing against their targets.

75 If there is a steering committee or other management body for the project, they should also receive any reports.

3.2.6
Making claims for payment (advance claims)

76 The new claims process for ESF allows for you to claim a single advance of 30% of the first 12 months’ ESF. This will only be processed if the following applies:

· you have a signed contract;

· the project has started;

· you have provided project profiles; and

· the Public and Private Match Funding Certificate is in place.

77 You can follow this up with interim claims in arrears. You can claim as often as every month but you must make at least two claims in any one year. The period of claims will depend on the profiles you supplied at the start of the project and which are key to the cashflow of the organisation. These claims will need to detail the actual costs incurred to date, the progress that the project has made to date, be certified by the appropriate officer and be supported by an external auditors certificate. See Appendix B for further information on the audit requirements for Action 1 in EQUAL Action.

78 Because you need to provide certified expenditure and progress to date, you need to make sure that your monitoring systems fit the system for claiming and that the systems collect all relevant information.

3.2.7
Accounting for the grant

79 Parts of this section deal with accounting so it may be advisable to discuss them with your finance department.

80 You must have a system in place to make sure that you claim for and receive all grant due. You should record income which can be classed as ESF grant, cash match funding or project revenue in your accounting records and it should be easily linked to the relevant project.

81 The way you account for and report on the income and costs associated with ESF-funded projects will vary depending on:

· the type of applicant you are;

· your accounting policies; and

· the accounting and beneficiary systems you use.

82 However, there are a number of underlying principles that you must keep to. You should be able to identify easily:

· all income directly attributable to projects, with a clear audit trail linking the income to the relevant project;

· all costs directly attributable to each project, again with a clear audit trail; and

· all costs which are not eligible and which you should not include in the project closure report.

3.2.8
Cashflow

83 Because of the nature of ESF, it is likely that there will be periods when your project, or even organisational, cash held will be negative (overdrawn). So, it is important that you assess as early as possible where shortfalls may occur. This will give you more time to look for solutions for these occasions at the best rates. You should arrange short-term financing of the project where necessary, taking into account the timing of cashflows, payment arrangements of the ESF and the timing of match funds. But please remember that loan and current account interest and other such financial charges are not eligible items of expenditure for ESF.

84 ESF projects are, in the main, based around help given to beneficiaries, for example trainees on an ESF-funded training course. Many of the cashflows in a project will depend on the number of beneficiaries coming through the project, so you should consider the timing of beneficiaries as part of planning for the project’s cashflows.

85 In many organisations grant income due is recorded in the accounting records only after the payment has been received. This usually is due to lack of communication between finance department staff and those colleagues bidding for grants and making the claims. It is recommended that, both for management accounting purposes and to improve credit control, you raise an invoice at the time each claim is submitted. This will make sure that: 

· a more up-to-date income figure is reported in the management accounts; and 

· all grant due is chased under the organisation’s normal debt collection procedures.

3.2.9
Audit certification

86 For the Action 1 phase of EQUAL European Unit DEL require all DPs receiving ESF grant to be independently audited at the end of Action 1 activity.  DP’s must provide external audit reports to support all interim claims made through out Action 1.

87 If your external auditors are to provide the certification you should notify them of the need as soon as the project is approved. You can then make sure that the systems adopted for monitoring and recording activity and costs are acceptable to the auditors. This will reduce the chances of the auditors giving a qualified interim audit report.

3.2.10
 Evaluating the project

88 You should evaluate the performance of the project as soon as possible after the project has finished. This will make sure that it is still fresh in the minds of those who were involved. To make sure that the project receives a thorough evaluation, you should evaluate it at all levels from the experience of individual beneficiaries to the final organisational objectives that the project met.

89 Your starting point for your evaluation should be the original application form. You should consider the following questions.

· Did the project meet its overall aims and objectives?

· Did the project meet the aims and objectives of the organisation?

· Did you recruit the right number of beneficiaries?

· Did you recruit the target beneficiaries according to the profile in the original application?

· Did the beneficiaries stay as long as you expected?

· Were the outcomes of the project as you expected?

· What did the beneficiaries think about the programme?

· Did the beneficiaries meet their targets?

· Did the project keep within its budget?

· Did the project provide value for money?

· Did you receive the match funding you needed?

· Did all of the partners and subcontractors deliver to specification?

· What lessons have you learned and which can help you to shape future provision?

· Did you learn any administrative lessons and how can you run projects better in future?

90 Each organisation will have their own methods and documents for evaluation and other areas to consider. The list above is intended as a guide to help provide some focus to the evaluation process. You should circulate the results of the evaluation to appropriate personnel and the senior management team. The main benefit of evaluation will be to make sure that you can improve future delivery and that you can pass on lessons learned for the next projects. So, it is essential that evaluation results are not filed and forgotten.

3.3
Project closure report

3.3.1
Project closure report key stage checklist
	Step
	Description
	Paragraph
	Form
	Complete

	25
	Have you collected all the financial information and 

prepared working papers in line with ESF guidance?
	0
	NA
	

	26
	Have you collected beneficiary information and prepared 

working papers?
	0
	NA
	

	27
	Have you followed appropriate procedures for signing 

the project closure report document?
	0
	0
	

	28
	Have you obtained signed audited financial statements?
	0
	NA
	


3.3.2
Collecting financial information to support the project closure report

91 The ESF project closure report is the document that reports the actual activity of the project over its life, both in terms of financial performance and how the project performed against the targets set in the application. It includes details such as recruitment, beneficiary activity, outputs and anything else relevant to the delivery of the project.

92 The project closure report is the document that is used as the first reference point for funding claim audits.  So, it is essential that you complete it correctly and that you can support all figures and statements made in it with detailed evidence, in line with funding guidance.

93 You should collect financial information to support the project closure report throughout the life of the project. It will be very difficult to compile a whole year’s financial information at the end of the project, particularly as the project closure report deadlines are short.

94 You should use the approved application to determine the costs you need to report in the project closure report. 

95 The three headings for ESF costs are as follows.

· Staff costs – the costs, including ‘on-costs’, of staff involved in the project.

· Beneficiary costs – the costs directly related to the beneficiaries of the project, such as childcare, travel or other allowances.

· Other costs – the other costs that can be directly associated with delivering the project.

96 General principles for financial information to be included in a project closure report are as follows:

· Costs included must be incurred during the life of the project.

· All costs must be actual costs, with no estimates, notional charges or budgeted costs.

· Averaging or weighting of costs is not acceptable, you must use actual costs.

· Where costs are not wholly attributable to the ESF project you should apportion them as appropriate. 

97 You should allocate costs on a fair and equitable basis to make sure you do not overstate the claims. Here are some ways of apportioning costs which are accepted. If a number of your organisation’s activities share costs, you can split them up in proportion to:

· the actual beneficiary hours for each project compared with the total beneficiary hours for all projects;

· the actual staff time spent on each project, compared to the total actual staff time for all projects; and

· ESF’s share of actual charges for each project, for example itemised phone calls or photocopy charges identified to individual users by unique access codes.

98 You can also use the length of the course if you concentrate all your resources on one single project at a time.

99 The way you choose to record these costs will depend on your accounting system and the chart of accounts adopted for the organisation as a whole. It is important that you keep clear working papers to show how you have calculated costs reported in the project closure report and the source of all figures. These supporting records should also show clearly how you have made sure that you have not included ineligible costs and that costs fall within the period of the project. You can find further guidance on financial records in section 5.

100 You should also design your records and information in a way that will allow the auditors to efficiently carry out the project audits and provide the necessary certificates and financial statements.

3.3.3
Collecting beneficiary information to support the project closure report

101 The way you collect this information will depend on the beneficiary tracking system you use.

· If you have a database that holds detailed information about each beneficiary, you can download this information by asking the database the appropriate questions. It will be easy to track the information included in the project closure report back to the system.

· If you have a more manual system, you may use spreadsheets that are designed to provide the level of detail necessary to complete the project closure report information. This is the most common method where there is a relatively small number of beneficiaries.

102 Whatever system you adopt, it is essential that you can trace the information you include in the project closure report back to the original source beneficiary documentation. You can find further guidance on beneficiary records in section 4. It is not acceptable to estimate the information where actual evidence is not available and, in this case, your project closure report may fail and you may have to be repay the grant. It is also essential that organisations can differentiate between ESF supported and non-ESF supported beneficiaries.

103 The project closure report requires information for early leavers (beneficiaries who leave the project before completing their programmed activity). You must analyse the information below for both those completing the course (completers) and early leavers. 

· Weeks of attendance for early leavers and completers so you can calculate an average number of weeks attendance for each category.

· The average number of hours beneficiaries attended each week. So you will need the hours attended by each beneficiary in each category.

104 To have the necessary information to carry out these calculations, it is clear that you must keep detailed beneficiary attendance records throughout the project. You can find further guidance on beneficiary records in section 4. For the project closure report you will need the following details for all beneficiaries on the project.

· The average hours spent on theory work for each beneficiary. To find this, add together the actual theory hours for each beneficiary and then divide this figure by the total number of beneficiaries. This will give the average for beneficiaries as a whole. 

· The average hours spent on practical work by beneficiaries.

· The average hours spent on work experience by beneficiaries.

· The hours spent by each beneficiary receiving vocational guidance and counselling courses.

· The average number of weeks spent on the project by beneficiaries.

· The total actual beneficiary hours for the project.

105 You will need all of this information to complete tables contained within the project closure report.

106 It will be easier to compile the project closure report figures using a spreadsheet or database which can detail the hours for each beneficiary, supported by signed timesheets.

3.3.4
Preparing working papers

107 It is important that you can trace back all figures quoted in the project closure report, both financial and non-financial, to primary audit evidence. So, it is essential that you have clear working papers for any figure that you have calculated and quoted in the project closure report.

108 You should record any formulae used in the working papers and provide the source of figures used as a basis for calculations. You must keep a clear trail back to the original financial and beneficiary information.

109 You should file these working papers with your copy of the project closure report, for future reference.

3.3.5
Internal procedures for completing and signing off the project closure report

110 Once you have completed the project closure report, someone independent should check it. This person should know the project and have the ability to assess the claim’s content.

111 You should then present the claim to an authorised member of staff for signing and stamping with the company stamp. We recommend that the people compiling and checking the claims complete a checklist so the authorised signatory knows the claims are properly prepared and supported by prime data. 

112 You should then copy the signed claim and submit it to the European Unit DEL, within the agreed deadline.

3.3.6
Audit certification of the project closure report

113 As stated in section 3.3, all project closure reports for ESF grant should have external audited financial statements. You should apply the guidance given in section 3.3 to the project closure report audit certification.

3.3.7
Checklist for use when certifying an ESF project closure report

114 We designed this checklist to provide the senior manager or director responsible for authorising the project closure report with a set of relevant questions they can ask the people who prepared the claim. The aim is to make sure that adequate evidence and checks have been done to provide assurance that the claim can be supported and would withstand scrutiny by auditors. The checklist is not complete but should provide a starting point for the checks and controls that need to be in place.

115 The form should be completed and signed by the project manager and be used by the senior manager or director as an ‘aide memoire’ when looking for assurance that the project closure report is accurate and supported.

	Example question or action
	Comments

	Before making the project closure report, has the project 

team checked the beneficiary records are 

complete and accurate? What was the 

outcome of the check?

	

	Has the authorised person checked that the 

match funding exists?
	

	Has the finance department checked, agreed 

and signed off the financial elements of the 

project closure report, including the match funding 

elements?

	

	Has the director or senior manager 

responsible for the project signed off the 

project closure report?
	

	What is the result of comparing the project closure report 

to the application or ESF contract for the 

following key areas.

· Total cost of project

· Grant amount

· Unit cost

· Total beneficiaries

· Profile of beneficiaries, including age, length 

· of unemployment, social data

· Completers

· Destinations of beneficiaries

· Qualifications gained by beneficiaries

	

	Where there have been significant changes 

have they been notified to the  

European Unit DEL  and PROTEUS?

	

	Has the project record checklist been 

completed?
	

	How have actual beneficiary hours been 

calculated?
	

	What percentage of destination forms has 

been completed?

	

	What evidence is maintained on file to show 

the promotion and advertising of the courses recognises the support given by the EU?
	


Checklist completed by

Signed ……………………………………………….


Date ………………………………………………….


3.4
Other key ESF requirements

3.4.1
Match funding

116 Match funding is the funding that finances the project in addition to ESF. ESF will  provide a maximum of 65% of a project’s eligible expenditure, so you need to find the balance of funding from other sources. Match funding can be either public or private although a minimum of 10% of the project’s funding must be from public sources other than ESF.

117 There are three tests that match funds must be able to pass to make sure that they are eligible.

· The organisation providing the funds must be eligible to match fund the project.

· The funding being provided must be eligible to be match funding.

· There is sufficient match funding within the organisation to meet all of its commitments.

118 All of the above tests must be passed before the funds can be used in the ESF project. This applies to both public and private funding.

119 The match funding must be clean. This means it must not already contain an element of European money, as this could raise the intervention rate to more than the maximum allowed which is not acceptable. The same match funding cannot be used for more than one European-funded project. You should also be careful not to ‘double-fund’ the project, that is declare the same activity as an output to more than one funding source. If you do this the total funding attracted by the project will be greater than its costs.

Public sector match funding

120 Public sector match funding can be provided by central government, local government, legally constituted non-profit-making organisations and other organisations receiving over half of their core funding from government sources.

121 All providers of public match funding are required to sign a public match funding certificate. You must submit this document with the original application, no payments will be made until all certificates have been received.

122 If you are not providing the public match funding yourself, the public match funder is required to monitor the delivery, outputs and costs of the project. So you and the funder need to work closely together to make sure that clear management information is provided to the match funder at appropriate times to allow them to fulfil their responsibilities. This procedure should be set out in a contract between both of you to make sure that both parties are adequately protected if the project is not delivered correctly.

Private sector match funding

123 Private sector organisations can provide financial and ‘in kind’ assistance to projects, although the motivation for providing this initially may not be clear. The benefits of providing match funding must be clearly understood by the organisation before the start of the project to make sure that you can rely on their commitment as the project proceeds. For example, some organisations may consider that their involvement in an ESF project will provide them with a better-trained workforce, more able to meet the needs of the changing business. All providers of private match funding are required to sign a private match funding certificate. You must submit this document with the original application, no payments will be made until all certificates have been received.

Cash match funding

124 These are actual cash contributions towards the running costs of projects. For example, some large companies may provide funds to you from community development budgets which can be counted as cash match funding for projects. It is important to make the distinction between project revenue and cash match funding as ESF treats them differently. You can find details of project revenue in section 5 of this guide.

125 Where match funding is provided in cash, it is relatively easy to record and provide evidence of the funds. You need to make sure that you have actually received the cash from the funder during the life of the project and you have used it to support the project. It should be clear from correspondence and your records that the money was given for the specific purpose of supporting the ESF project.

Match funding in kind

126 Match funding ‘in kind’ is non-cash match funding for example, where the funders provide the use of staff time or facilities at no cost to the project. This type of funding is acceptable but you will need to fully record it to support the project closure report. The record should show:

· the actual cost of the goods and services provided; 

· that the expenditure is eligible under ESF; and

· the organisation providing the service or product agrees to you using it as match funding for that specific project.

127 Where a project partner provides match funding in kind, either private or public, you should have a contract in place stating the basis of the partnership and the responsibilities of both parties. 

128 Where match funding in kind is provided as staff time you should support the cost of the time provided by a notional invoice for the cost of the staff. This should also be supported by the following.

· Evidence of the actual hourly rate for the individuals concerned which can be supported by payroll information. For match funding provided by partners in the project this may be in the form of a signed declaration, which can be checked to the payroll records if required. The declaration should state that the rate is actual (not a market or chargeable rate) and that their post is not funded from another external source. Notional hourly rates are not acceptable. You should note that seconded staff are considered to be cash match funding.

· You should keep signed timesheets to confirm the number of hours input to the project.

129 You should note the rules about the intervention levels for in kind match funding. The amount of ESF available is limited to the amount of actual expenditure incurred, for example:

· if you have a £1000 total expenditure project with a 65% ESF intervention rate you would normally attract £650 ESF. However, if your in-kind expenditure totalled £600 you would then have to reduce your ESF claim to £400. This is the amount of actual expenditure incurred.

3.4.2
Publicity requirements

130 You are required to acknowledge the financial assistance received from ESF for your projects. This should be done on all advertisements and information leaflets. This requirement goes beyond your own publicity so you must make sure that all other parties involved in the projects are aware of the support received from ESF and that they publicise that assistance in line with the EU requirements. You should monitor this to make sure that you do not risk having to repay any funding because other parties in the project do not acknowledge ESF.

131 You should keep copies of all publicity initiatives (for example the prospectus) so that you have evidence to support details of the steps taken in line with the eligibility rules.

132 The sample forms included in this guide provide good examples of how you can meet the publicity requirements of ESF.

4.
Beneficiary records

4.1
Key stage checklist – beneficiary records

	Step
	Description
	Paragraph
	Form or page
	Complete

	29
	Is there evidence of beneficiary eligibility and have you checked it?
	0
	42,46
	

	30
	Do you have individual training records for all 

beneficiaries which show progress and any amendments 

as appropriate?
	0
	53
	

	31
	Do you have evidence of beneficiary activity and 

attendance?
	0
	61
	

	32
	Have you recorded outputs and outcomes of the 

project?
	0
	59
	

	33
	Have beneficiaries been given the opportunity to 

evaluate the project?
	0
	59
	

	34
	Have you completed a follow-up of beneficiaries?
	0
	59
	


133 A beneficiary is someone who takes part in an ESF-funded project who is legally resident in NI and who satisfies the criteria appropriate to the particular theme. Employers and companies may be beneficiaries where the project is funded under a theme aimed at assisting companies.

4.2

Establishing and providing evidence of beneficiary eligibility and other statistics

134 It is important that you check the eligibility of every beneficiary of each project and you provide and keep evidence of eligibility. If you do not carry out this check, people or organisations who are not eligible could benefit from the project. If this were the case you would have to remove the ineligible beneficiaries and any costs associated with them from the project.

135 For the purposes of ESF, individual beneficiaries must sign a declaration of their personal details, which you must check to make sure that each beneficiary is eligible for support. You must keep these declaration forms as the primary evidence of the beneficiary’s eligibility. 

136 You should check to make sure that there is sufficient evidence to do the following.

· Determine the eligibility of the beneficiary. Eligibility will depend upon the theme that the project falls under and will depend on the target group the application is aimed at. Examples of details to be checked are: 

· the postcode, if the project is aimed at specific locations;

· age;

· employment status; (see the EQUAL guidance);

· any sub target information, for example – women returners or ex-offenders; and

· entry qualifications.

· Allow a comprehensive project closure report to be prepared with an audit trail to the supporting beneficiary data.

137 The checks should make sure that the declaration forms have been fully completed and make sure that any missing information is collected. 

138 You should also check that beneficiaries will not have benefited from ESF support for more than three calendar or academic years.

139 For beneficiaries such as companies or SMEs, you need to make sure that relevant eligibility criteria for the company are recorded on a company declaration form, checked as appropriate and that de minimus rules are kept to. You can find a definition of SMEs in the EQUAL guidance.

140 To be able to show the criteria have been met, you should request that any company benefiting from the support of your project completes and signs a form to confirm their eligibility. You should check this form to make sure it is complete and that the required eligibility criteria are met. An appropriate member of your staff should then sign the form to confirm that only eligible companies benefit from the project. You should also make sure that the declarations provide evidence that any criteria set by the provider of the match funding are being met.

4.3
Individual training records

141 At the start of the project, where there are individual beneficiaries rather than companies, you should assess each beneficiary’s training needs to identify an appropriate course of action and to confirm that the services provided under the project to the beneficiary are appropriate. 

142 Once you have assessed the training needs of the individual you should draw up a training or action plan to be signed by the beneficiary.  This document will provide the beneficiary with clear objectives and provides a benchmark against which you can assess progress. Suggested contents include:

· start and finish date;

· total planned hours;

· individual course modules and timetables;

· in-course assessment results;

· in-company training where appropriate;

· trainee progress;

· interim and end test results;

· details of placements; and

· course certification.

4.4
Progress reports

143 To make sure that you are meeting the needs of the beneficiaries participating in your project it is essential that you assess their performance and achievements at regular intervals. Not only will this help to make sure that beneficiaries achieve their stated aims, it will also provide the beneficiaries with a measure of their progress.

144 It is important when assessing beneficiary progress to consider their individual objectives and the timescales agreed when they started on the project. Where necessary you can reassess these objectives to take account of the beneficiaries learning style and individual circumstances. You should record the progress assessment at each stage to show how the beneficiary has advanced through the project. So, it is essential to track the performance for the beneficiary against the agreed plan and final outcomes of the project. This will make sure you supply the training the beneficiaries need to be able to take up the employment or other outcomes identified at the application stage of the project.

4.5
Recording and keeping evidence of beneficiary activity including attendance

145 To help with the progress reports and the on-going assessment of beneficiaries you will need to record their activity and achievements as they progress through the project. For example, when they have achieved specific NVQ units, completed periods of work experience or achieved a particular competence. 

146 ESF requires that you positively record beneficiary attendance, that is, you record their actual hours of attendance and not just their non-attendance. To do this you must put into place a mechanism for recording beneficiary hours. This can take many forms. Regardless of how you record the attendance it is essential that you record actual hours and that you have the signatures of appropriate supervisors to confirm that the record is correct. The beneficiaries should also sign the record to confirm the entries. 
4.6
Recording and keeping evidence of the outputs and outcomes of the project

147 It is important to remember that every project part-financed by ESF must deliver outputs, such as qualifications, jobs, companies assisted or even disseminating of the project results. You must keep records to prove that these outputs have been achieved.

148 The project application form will specify the outputs of the project. However, you need to check your ESF contract and any relevant guidance notes to make sure that you are aware of any extra outputs the European Unit DEL has told you that you need to get the grant.

149 To help track the performance of the project it may be beneficial to profile the forecast outputs on a monthly or quarterly basis. These profiles can then be compared with actual results and you can then plot them and take action if they are not on track. If you forecast the outputs are going to vary by more than 20% you must report this to the European Unit DEL  and PROTEUS as a significant change and ask for their approval.

150 In ESF projects there are normally two types of beneficiary, companies and individuals. You can find information about the usual expected outputs for each in the following section.

4.6.1
Qualifications and NVQs (including units towards NVQs)

151 Where relevant you should record the number of NVQs or equivalent qualifications earned by beneficiaries in the project closure report. The best supporting evidence is to keep a copy of the certificate provided by the awarding body to the beneficiary, either for full qualification or units towards qualification. However, you may not be able to provide this, particularly when certificates are mailed direct to beneficiaries by the awarding body after they have finished the project. You can get acceptable alternative evidence from awarding bodies in the form of success or pass lists for particular qualifications.

152 If you cannot get evidence from the awarding body for any reason, you should ask beneficiaries for a copy of their certificate.

153 Certain organisations may be registered with awarding bodies for particular qualifications as verifiers, assessors or otherwise. These organisations may submit statements of competence or other declarations to awarding bodies about individual beneficiaries’ performance. If you have evidence from the awarding body to confirm their status as training providers, copies of statements from them to awarding bodies may be acceptable evidence of the outputs for ESF.

154 Where companies or training providers offer their own qualifications in a particular area, you should check the NVQ equivalent level with the appropriate authority. These qualifications may include certificates of competence, certificates of attendance or other qualifications not offered by the main awarding bodies.

155 As a last resort, you can ask the beneficiary for a declaration of success. However, this method does not provide a solid audit trail and may not satisfy the auditors.

156 Outputs normally should be achieved within the lifetime of the project. However, many qualifications will be awarded after beneficiaries have left or the project has finished. When this happens you can still claim outputs if you get the evidence of the outputs before you submit the project closure report. If you still are waiting for output evidence after this date you should refer to your European Unit DEL  or PROTEUS for guidance on what to report.

4.6.2
Jobs (beneficiaries progressing into employment)

157 You should ask each beneficiary to complete and sign a destination form as soon as possible after they complete or leave the project. This form should identify all potential outcomes (including self-employment) for the beneficiary and include an evaluation of the project by the beneficiary.

158 Occasionally it may be possible to gain evidence of employment from the beneficiary’s employer. You should keep this as it provides independent evidence of the project’s outcomes.

4.6.3
Further education and training

159 Where beneficiaries progress to other mainstream (non-ESF funded) courses within the same institution, it is easy to provide evidence that the beneficiary has moved on to further education or training. Where beneficiaries move elsewhere, you should ask the beneficiary to complete and sign a destination form, which gives their final destination after completing the project, together with their evaluation of the project. 

4.6.4
Company-related outcomes

160 There is scope to achieve company-related outcomes, including achieving particular standards such as Investors in People (IiP), or company-related activities such as an analysis of company-wide training needs. You should keep copies of original documents as evidence of these outputs. For example, a copy of the certificate from Investors in People to the company which has achieved the IiP standard.

161 You should keep a signed declaration from the company concerned as audit evidence to support a claim for any company-related output. You can then use this to validate any output claims you make.

4.6.5
Other outcomes

162 Sometimes outcomes other than employment, training or qualifications are delivered. These might include dissemination of project results, establishing networks and achieving revenue targets. You should identify what output you need to report at the beginning of the project and make sure that you hold appropriate evidence of each output. 

163 Examples of appropriate evidence are:

· copies of reports or publications, where dissemination of results is an important aspect of the project;

· copy invoices for revenue earned, with an audit trail to payment; and

· minutes of meetings or other relevant correspondence, where networks are an important element of the project.

4.7
Evaluating individual beneficiaries

164 Once a beneficiary’s programmed activity is complete or nearly completed, you should assess their overall performance against the objectives agreed at the beginning. You should meet them to give them advice and guidance, if they want or need it, about what they should do after the project. You can also ask for their opinions about the course.

4.8
Follow-up activity 

165 Although following up beneficiaries after they have completed ESF projects is not compulsory, it should always form part of the overall evaluation of the project. When you follow up beneficiaries you should try to discover their final destination after finishing the project and allow some evaluation, from their point of view, of the value of the course to them.

5.
Financial records

5.1
Financial records key stage checklist

	Step
	Description
	Paragraph
	Form
	Complete

	35
	For direct cost projects

· Are records held to support staff costs including 


timesheets and payroll records?

· Is there evidence of beneficiary costs and do we 


hold signed receipts where appropriate?

· Do we have evidence of other costs such as paid 


invoices or calculations which can be audited showing 

how costs have been shared out?
	0
	NA
	

	36
	For college or organisation based cost projects

· Have we used the cost data for the relevant period and is it supported by records which can be audited?

· Have we left out all ineligible and direct costs from the calculation?

· Have we used the appropriate period's total trainee hours and are these supported by records which can be audited?

· Do we have evidence of beneficiary costs and do we hold signed receipts where appropriate?



	0
	NA
	

	37
	Have we identified and recorded any project revenue?
	0
	NA
	


5.2
Maintaining effective records

166 It is essential that you keep evidence for all financial elements of the project. There should be an audit trail from source documentation through to the project closure report. It is better for your auditors that you keep all working papers and cross reference them where appropriate.

167 There are three cost headings for use in ESF claims, staff costs, beneficiary costs and other costs. It is important that you accurately record your expenditure and report it in the appropriate heading. Projects can currently be costed using two distinct models:

· the direct costing model; or

· the college or organisation based costing model.

5.3
Direct costing model

168 Where projects are costed using direct costing (that is by identifying the actual costs associated with the project), it is important to record costs so that they are clearly linked to the relevant project. The easiest way is to set up a separate cost centre for each project and to code all relevant costs directly to that cost centre. This means costs can be identified easily at the project closure report stage. 

169 Non-financial staff can understand direct costing more easily but you may require more detailed record keeping to make sure that you keep proper evidence to support costs claimed. 

5.3.1
Staff costs

170 The job descriptions of staff employed only to deliver elements of the project should accurately reflect their role. You should calculate details of their actual payroll costs, including gross salary, superannuation, pension and employer’s National Insurance contributions from actual payroll details for the project period and add them into the project costs. 

171 Where staff are involved in the project only for part of their working time, they should complete timesheets throughout the project’s life, showing the split of their time between the ESF project and other activity. The timesheets should be signed by the staff member and counter signed by a manager or supervisor to confirm accuracy.

172 You should then use the following formula to calculate the actual hourly rate for each individual involved in the project.

Actual gross salary paid for the project period
£

10,000

Actual employer’s national insurance contributions for the project period 


1,000

Superannuation or pension costs for the project period

1,000

Total cost for the project period


12,000

If you divide the total cost for the period by the actual hours worked (1800 from timesheet) it will give you the hourly rate:

£12,000 divided by 1800 = £6.67 

You then multiply this hourly rate by the actual project hours (100 from the timesheet) to give the individual’s total cost for the project:

£6.67 x 100 hours = £667

5.3.2
Beneficiary costs

173 These costs include actual payments made to beneficiaries of the project, for example travel costs and wage subsidies. (Childcare payments will be made directly to the carer on the beneficiaries behalf).  As evidence to support these costs you should get: 

· signed declarations from beneficiaries who receive allowances;

· bus tickets or similar evidence to support travel costs claimed; and

· signed receipts from childcare providers receiving payment for caring for a beneficiary’s children while the beneficiary is involved in the project.

174 You must record all payments which fall within the project period in your books of account. 

175 You should develop a spreadsheet, or equivalent, which draws together all amounts claimed and has a clear trail back to supporting documents.

5.3.3
Other costs

176 These costs include: 

· running costs directly linked to the project, for example learning materials; and 

· indirect costs such as rent, heating and insurance. The indirect costs may need to be apportioned between the project and other organisational activities. Using beneficiary training hours to work out indirect costs is acceptable;

· transnational costs such as travel, subsistence and translation/communication costs

177 The evidence for costs such as training materials, printing costs, marketing or stationery will usually be a paid invoice addressed to you. The invoice must be dated within the project period and you should have evidence to show that you have paid it. 

178 Where costs are shared across a number of projects, or by both ESF and non-ESF activity, you should adopt a reasonable method for apportioning costs and keep clear evidence to show how you have apportioned the costs for the project. Using beneficiary training hours to work out how much of the shared costs should be charged to your project is acceptable for many costs. It may not be suitable in all circumstances though. If you choose to apply a complicated apportionment method you should write to the European Unit DEL before you apply it. The European Unit DEL will need full information on the method to make an informed decision. 

179 You cannot claim depreciation on capital expenditure that has been specifically financed from European or national public sources. However, if the finance was not for a specific purpose, such as a college using surpluses earned from FEFC student funding to finance a new building, the depreciation could be claimed. However, if afterwards a specific capital grant for a new building was received, future depreciation could not be claimed.

5.4
Maintaining effective financial records for college based costing model projects

180 This costing methodology is based on the organisation’s total ESF eligible costs, less income, being divided by the organisation’s total hours of actual activity for each student. This gives a unit cost. To get the project cost, you multiply the actual beneficiary hours by the unit cost. You should work out and supply evidence of beneficiary costs using the direct cost method because they are attributable to individual beneficiaries. For further education institutions you should base the total actual training hours on the measurement of student activity and achievement called a Student Powered Unit of Resource  (SPUR). 

181 You must not include costs for the parts of the project that have no overhead costs such as distance learning elements or work placements. For these you should reduce the actual project beneficiary hours. For example, a project may have total actual project hours of 3,500. However, if the project includes an element of distance learning which equals about 2,000 of these hours then you should multiply the unit cost by the 1,500 beneficiary hours delivered on site. If you find that method does not meet your delivery costs, we recommend you use the direct cost method.

182 We recognise that although an organisation may choose to adopt the organisation or college based costing methodology; there may be elements of costs that are directly linked to the project. For example, employing a specialist lecturer to deliver one element of the project on a subcontracted basis or costs which directly apply to beneficiaries. In these instances it is acceptable to identify them as direct costs and to allocate them directly to the project. However, you must also take care to make sure that you deduct the costs from the total organisation costs used to determine the unit cost, to make sure that there is no double counting of costs. If you adopt this mixed approach you should draw it to European Unit DEL and PROTEUS’s attention at the application stage (or as soon after approval as possible) to allow formal approval of the approach by European Unit DEL.

183 There may also be instances where an organisation normally adopts the organisation or college based methodology for project costing but, due to the nature of an individual project, may consider that direct costing is more relevant. In these cases you should justify why you are adopting a different methodology from that usually used and get written approval from European Unit DEL. Again, to make sure that no costs are double funded you should calculate the costs of projects using the direct method before the total organisation or college costs. You must deduct all direct costs from the total organisation costs before calculating the unit cost under the organisation or college based costing method. There are four stages to this calculation.

5.4.1
Stage 1 – Calculate the eligible organisation costs

184 You should use the total costs of the organisation for the project period rather than the organisation’s financial year, although they could be the same. 

185 You should analyse the costs between staff costs and other costs and remove all ineligible costs from the total along with any costs that add no value to the project. These could include the cost of recruiting foreign students, or specialist marketing activity.

186 The total costs should not include any costs that are directly linked to individual ESF projects. For example:

· beneficiary costs that can be linked to individuals attending specific projects which should be charged directly to the relevant project;

· the costs of any other projects which, due to their nature, are recorded at actual cost; and

· any other costs which can be directly linked to an individual project for example, the cost of a specialist tutor for a project.

187 The total cost figure after these adjustments will represent the gross eligible costs of the organisation. You then need to be apportion these between the ESF project and other activities on a reasonable basis.

5.4.2
Stage 2 – Calculate the total organisation’s trainee hours

188 The total trainee hours for an organisation is the sum of the total face-to-face teaching time that each individual trainee in the organisation has received during the project period. This includes trainees on all activities, not just on ESF projects. For further education institutions we have interpreted this as the actual guided learning hours for each student as recorded on their individual student record (ISR). Organisations that do not maintain ISRs must calculate the actual time spent in face-to-face training by each trainee.

189 The calculation should include only teaching time and should not include any time spent on private study or work experience. The calculation should also take into account known absences, as the guidance states that the figure should be actual hours rather than planned hours.

190 You should then divide the total eligible cost figures by the number of trainee hours to give rates for staff costs for each trainee hour and other costs for each trainee hour.

5.4.3
Stage 3 – Calculate the ESF project beneficiary hours

191 There is a requirement to keep detailed records of ESF beneficiary attendance, so this should be relatively easy. Again, the figure must be actual attended hours. You should not include any time spent away from the applicant’s site or in self-study.

5.4.4
Stage 4 – Calculate the ESF project costs

192 You should multiply the hourly rates calculated at stage 2 by the ESF project beneficiary hours to give an actual staff cost and actual other cost for the project.

5.5

Identifying and recording project revenue

193 Project revenue is income generated by the project. You must deduct it from the actual cost of the project to calculate the amount of ESF grant due. 

194 Examples of revenue are: 

· beneficiaries’ contributions to childcare costs;

· charges to people who buy a product or service resulting from the project;

· commercial charges for services such as photocopying or desk-top publishing; and

· course fees.

195 You should collect details of project income and evidence to support the amount as the project proceeds. This should show the source and date of the revenue and should contain an audit trail so that it is possible to link income directly to each individual project. 

6.
Records relating to the subcontracting, partnership or joint delivery of projects

6.1
Arrangements for making sure that third parties deliver ESF projects correctly

196 As a general rule your organisation should deliver ESF projects itself although we appreciate that there are instances where partnership working is beneficial or where you cannot avoid subcontracting. However you must obtain the written approval of European Unit DEL before entering into any sub contracting agreements.  It is still your responsibility to make sure that all elements of the project are delivered according to ESF rules and that this can be proved.

197 Because there are a significant number of rules to be kept to for ESF that would not usually apply within normal delivery arrangements, we advise that you enter into a formal agreement with each project partner and subcontractor. This will help to transfer some of the risks of delivery to the third party and also specify the details of the relationship and so avoid areas of confusion.  When written approval has been gained from European Unit DEL to use either sub contractors you must adhere strictly to the Government Purchasing Agency (GPA) regulations on competitive quotations and competitive tendering. Full details on GPA regulations can be obtained from either European Unit DEL or PROTEUS.    

198 It is important to note that ESF does not allow the following types of agreement.

· Agreements where there are more than two levels of subcontracting, for example: 

· Applicant (local authority)

· First subcontractor (local college)

· Second subcontractor (local training provider)

· Further subcontracting is not allowed, for example by the training provider to a further training provider, unless specific approval is given.

· Agreements involving subcontracting operations which cannot be justified and which do have any added value.

· Contracts with intermediaries or consultants where the payment is expressed as a percentage of the part-financed amount.

6.2
Contracting or formal arrangements with third party organisations

199 The relationship with the third party should be clear from the start and it should be made clear that the project is being part-financed by the ESF.

200 The formal agreement with the third party should be specific and in writing. We recommend that you include the following sections.

· Objectives of the project.

· Details of the funding.

· The eligibility criteria for beneficiaries.

· The details of the work to be done.

· The outcomes of the project.

· How performance will be measured.

· Evaluation.

· Payment arrangements, including details of repayments if the project fails audit.

· Details of any match funding to be provided.

· The eligibility criteria for expenditure.

· Rights of access to the records held by the third party for auditors or agents of the applicant organisation including, representatives from the European Commission,  European Court of Auditors, DEL and its representatives Financial Audit and Support Team, Internal Audit Services, Northern Ireland Audit Office, other government bodies, PROTEUS and any other relevant monitoring bodies;

· Publicity requirements.

· Keeping records for at least three years after you, as applicant, have received the final payment. 

6.3
Audit and monitoring arrangements and access to third party records

201 To make sure that there are rights of access to third party records to allow for their audit and monitoring you should include the details of all such requirements in a contract or formal agreement. You should also agree on access to the project records after it has finished along with adequate archiving arrangements.

202 Access to the records should be given for your own staff, agents of your organisation

and auditors including, representatives from the European Commission,  European Court of Auditors, DEL and its representatives Financial Audit and Support Team, Internal Audit Services, Northern Ireland Audit Office, other government bodies, PROTEUS and any other relevant monitoring bodies. You should make it clear to the third party that the project they are delivering is part-financed by ESF and as such will be subject to audit.

203 We would recommend that your own staff review the records held by third parties frequently during the life of the project. This will not only help you to identify where ESF rules are not being kept to but your staff can give them help if they need it.

Appendix A – Glossary

	A

	Accountable body
	The legally constituted organisation responsible for the correct administration and delivery of the European funded project. The accountable body will also be responsible for making grant repayments if problems are discovered with the project or its records.

	Added value
	Sometimes referred to as additionality. The amount of extra outputs gained as a result of European funding for the project, over and above those benefits obtained from other funding sources.

	Advance payments
	Payments made to the project applicant when it is confirmed that the project has started.

	Applicant
	An individual or organisation submitting a formal document for a specific purpose. Also referred to as the accountable body.

	Application
	The submission of a formal document by an individual or organisation applying for funding for a project.

	Attributable
	An action or item of expenditure that belongs to a project or activity

	Audit
	An inspection of the systems and financial records of a project to confirm the accuracy, reliability and eligibility of funding claims.

	Awarding body
	The organisation providing certification of vocational courses, for example, City & Guilds, BTEC and so on.

	B

	Beneficiary
	A person or organisation receiving support from a European funded project.

	Benefits-in-kind
	Non-financial support given to a project, for example, staff time working on a project. It must be possible to measure this support financially.

	Budget allocation
	The funds awarded to a project, that are to be used for the purpose already set out in the project application.

	C

	Capacity building
	The development of organisations so they can support other groups or individuals.

	Claim
	A return completed by an organisation to show financial and non-financial information which applies to a specific period. It also includes the claiming of cash payable for the project.

	Community Initiative Programme (CIP)
	The chief programming document for EQUAL in NI, outlining how EQUAL NI will work in the period 2000 – 2006

	Completers
	Beneficiaries who have completed a course.

	Control
	To check, verify and regulate elements of a project, or to exercise control over the policy of an organisation.

	D

	De minimus
	A value below which a cost is not to be taken into consideration, for example, there is a de minimus level under which state aid to companies does not have to be reported to the European Commission.

	Depreciation
	The calculated loss in value of an asset due to age, wear and tear, deterioration, or obsolescence.

	Development Partnership (DP)
	The applicant body which can bid for funding under EQUAL.  Working under one of the thematic areas, it brings together key players in a geographical area or sector to try out new ways of tackling problems of discrimination and inequality.

	DG Employment
	Directorate General, with responsibility for policy development, evaluation and use of ESF.

	DG Financial Control
	Directorate General, responsible for effective and efficient financial control of European Commission’s resources.

	DEL
	The Department of Higher and Further Education Training and Employment.

	Dossier
	A collection of ESF projects with a similar theme. An ESF dossier now only contains an individual project although a ‘dossier’ is still referred to.

	E

	Early leavers
	Beneficiaries who have left a project before they have completed it and who will not be returning to that particular project.



	EC
	European Commission.

	Eligibility
	The criteria that describe the status of beneficiaries, costs and activities that are entitled to be included within a European funded project.

	Eligible costs
	Costs that are to be taken as allowable charges for a project.

	Employability skills
	The skills required to improve a beneficiary’s chances of becoming employed, such as literacy training and specific vocational qualifications.

	ESF
	European Social Fund. Aims to improve the employment situation in the EU, usually through training or work subsidy.

	ESF contract
	The contract between the European Unit DEL and the applicant once a project proposal has been approved.

	European Court of Auditors
	The taxpayers’ representative, responsible for checking that the European Union spends its money according to its budgetary rules and regulations and for the purposes for which it was intended.

	Expenditure
	Amounts paid by an organisation for goods or services received. Can be either capital or revenue expenditure.

	F

	Financial Audit and Support Team
	DEL Audit Unit, independent of European Unit. 

	Funding
	Money made available to a project.

	
	

	I

	Ineligible costs
	Costs that cannot be claimed against a project. 

	Internal Audit Services
	Internal Audit Services for DEL

	Intervention
	An action to focus a specific goal, such as delivery of training to help with the employability of individuals.

	Intervention rate
	The percentage of project expenditure provided by European funding - 65% ESF under EQUAL NI.

	L

	Labour market information
	Intelligence concerning local labour market conditions. In particular on employment levels, specific groups facing unemployment and employment opportunities.

	Letter of Intent
	A letter from an organisation other than the applicant, expressing its support for a project, either financially or through other means.

	M

	Main match funder
	The principal provider of match funding to the project.

	Match funding in kind
	An amount of cost included in a project return for which expenditure has been incurred although not by the applicant (for example, donated time or equipment). The actual value to the project is then quantified.

	Match funds
	Project expenditure financed by sources other than European grant.

	Monitoring form
	A form for reporting the progress of a project.

	N

	National Support Structure
	The body responsible for supporting the EQUAL Programme in NI.

	Non-financial
	Non-money related matter for example, beneficiary records.

	NVQ
	National Vocational Qualification. A nationally recognised standard for qualifications in the UK.

	O

	Objective
	The European Commission term for their aims to reduce economic and social differences between Member States.

	OLAF
	European Anti-Fraud Office. Provides support to Member States in fighting fraud as well as carrying out investigations into suspected fraud cases.

	On-costs
	The additional costs directly associated with an activity, such as, employers’ National Insurance contributions.

	Organisation standing orders
	Formal rules of an organisation drawn up to regulate its proceedings and the conduct of its business.

	Organisation or college based costing model
	A method of allocating central costs to a specific activity through the use of  ‘training hours’. Only applies to ESF.

	Outcome or output
	The result or product of a project, such as qualifications, businesses supported or progression to employment.

	P

	Part-financing
	The term given to the contribution of European funding to project expenditure.

	Private Match Funding Certificate (PMFC)
	A pre-designed form to be completed by providers of private match funding.

	Public Match Funding Certificate (PMFC)
	A pre-designed form to be completed by providers of public match funding.

	Primary audit  evidence, prime information, prime data
	It includes evidence maintained that is of a key or fundamental nature, which can be used to prove a particular transaction or activity.  Includes invoices, bank statements and signed declarations.

	Programme
	A document that lays down the type of activity eligible for funding for a particular Objective and area.

	Project
	This is the activity for which funds are being sought under an EQUAL theme. It is also the term given to an application once it has been approved.

	Project file
	A collection of records relating to a particular project, established to collect together information on the project at a single point.

	Project closure report
	The final return completed by an organisation to show financial and non-financial information for a specific project.

	Pro-rated
	A method of apportioning costs on a fair and equitable basis.

	Public match funding
	Financial support provided to a project by a publicly-funded organisation.

	R

	Revenue
	Income generated by a project.

	Risk
	The possibility of loss because of a decision or action.

	S

	SIC codes
	Standard Industrial Codes. A series of codes used to define specific industry sectors.

	Significant change
	A situation where the theme of the project or its outputs and costs dramatically change from those set out in the application as a result of unforeseen external or internal factors. Such changes must be notified to the European Unit DEL.

	SMEs
	Small and medium-sized enterprises.

	Social exclusion
	Partitioning of a group, individual or sector from the normal activities of society because of economic or social factors.

	Subcontract

	The delivery of elements of projects by organisations other than the applicant or a project partner.

	Sub-target group

	A particular sub-group of the population being targeted, for example, a sub-target group of the unemployed population could be the long-term unemployed.

	T

	Target group
	A group deliberately targeted by approved policy, usually as the result of labour market intelligence.

	Thematic Network Groups (TNGs)
	These comprise representatives of the equality commissions and policy representatives.  There is one TNG for each of the eight active themes.  They recommend projects for approval, develop and agree dissemination strategies for each theme, and ensure EQUAL in GB continues to focus on priority policy areas

	Themes
	There are nine thematic priorities in EQUAL.  Two of which will be addressed in the first round of funding in NI.  They are defined under the two of the four pillars of the European Employment Strategy (EES).  They are set out in detail in the DEL EQUAL guidance notes.

	V

	Veracity
	Truth and accuracy.

	W

	Wage subsidy
	A contribution towards wages paid to a beneficiary.


APPENDIX B
INSTRUCTIONS TO AUDITORS CERTIFYING EUROPEAN SOCIAL FUND PROJECT CLAIMS

PROJECT CLAIMS

1 Appointing auditors

An independent accountant (or firm of accountants) is eligible to audit an interim claim or the project closure report, as long as the accountant is eligible, at the date of the report to be appointed as a company auditor under section 25 of the 1989 Companies Act or under superseding legislation; and. If the applicant has an annual statutory audit, the auditor is the external audit provider to that applicant. 

Alternatively where the applicant is a local authority, NHS Trust or Health Authority the statement may be audited by auditors appointed by the Audit Commission.  The auditor appointed must not be an employee, partner or relative of the grant applicant.   

2
Audit deadlines

The audited financial statements to support the Project Closure Report must be submitted within three months of the end date of the project.

Audit reports must be provided to support interim claims made, again these must be submitted within three months of the end of the period it covers.  Each report should cover the period from the last audit (or start of project) to the date of the latest Project Progress Report (interim claim) or Project Closure report submitted by the applicant.

3
Introduction

These instructions set out the requirements for the audit of all European Social Fund projects in NI.  They provide important information to help auditors to understand the purpose of ESF and the main controls and requirements that accompany such grants.

The main purpose of the audit is to assess the validity of the claim for the ESF-funded project.

4
Background to ESF

The European Community's four structural funds are the:

· European Regional Development Fund (ERDF);

· European Social Fund (ESF);

· European Agricultural Guidance and Guarantee Fund (EAGGF): and

· Financial Instrument for Fisheries Guidance (FIFG).

The overall purpose of the structural funds is to reduce economic inequalities in the European Union (EU). Within ESF, there are three Objectives and one Human Resource Community Initiative (HRCI) programme.

Objective 1 – developing and structurally adjusting regions whose development is lagging. Objective 1 applies only to eligible areas.  The whole of NI is an objective one area:

Human Resources Community Initiative (EQUAL) - supporting European co-operation to promote new measures of tackling all forms of discrimination and inequalities in the labour market. Applications for a grant must satisfy one of nine priority objectives. 

The European Social Fund (ESF) invests in people. Its purpose is to improve the prospects of those who face the greatest obstacles in finding or keeping work. It aims to provide people with appropriate work skills as well as developing their social skills, so improving their 

self-confidence and adaptability in the job marketplace. 

The ESF channels its support into strategic long-term programmes which help regions across Europe, particularly those lagging behind, to upgrade and modernise workforce skills and to encourage entrepreneurial initiative. Underlying all the ESF's work is the principle of making sure of equal access to employment for men and women, the disabled and disadvantaged minorities at risk of social exclusion. 

The ESF's aims are both preventive and remedial. To help prevent future long-term unemployment, the ESF:

· supports programmes which better prepare young people for working life;

· helps those in employment to adapt or develop their skills to meet the challenges of change in the workplace; and

· intervenes early to help those who face losing their jobs and who may be at risk of 

· long-term unemployment, to regain work quickly. 

The ESF helps fund a broad range of schemes and projects. These include:

· vocational training;

· work experience and placement schemes;

· training of teachers, trainers and public officials;

· employment counselling and job-search help;

· employment aids and childcare facilities;

· schemes for developing or improving in-company training systems and structures; and

· research projects which forecast and help plan for future workforce needs.

For areas under Objective 1, a grant of up to 65% of total eligible costs (costs that are allowable charges for a project) may be paid.  The balance must be found by the applicant, either from its own funds or from contributions from other public or private organisations.  At least 10% of the total must come from public sources.

For all projects, the contract between the European Unit DEL and the applicant will specify the highest rate of help (the intervention rate).

The exact range of activities which may be eligible for grant varies between Objectives and Programme areas. Financial help is provided towards projects which meet the requirements of the Objective, as set out in the relevant 'Single Programming Document' or ‘Operational Programme’.

5
Sources of information and help

You can find further background information in the following

· ESF Guidance 2000-2006 – we would advise auditors to be familiar with the contents of this guidance (including the information on completing the interactive application form) before beginning the audit as it provides important information on the administration, eligibility and technical issues associated with ESF. The guidance is available from the applicant or from the ESF website – www.esfnews.gov.uk

· DEL EQUAL Project Guidelines, which are available from PROTEUS.

· The European Unit within DEL. 

6
Contract contents and requirements 

Each project is supported by a contract issued by the European Unit DEL which outlines the terms and conditions of the offer of funding.  The contract places legally-binding obligations on both the European Unit DEL and the applicant.  If the applicant meets the conditions set out in the contract, the European Unit DEL will be required to pay the grant.  The financial and output content of the contract will vary to match the individual project needs.  The main areas the applicant will have to meet and which will be included in every contract are:

· the maximum ESF payable and the intervention rate;

· the estimated eligible costs and the requirements which go with these;

· publicity requirements;

· project outcomes to be achieved;

· Project Progress Report requirements;

· Project Closure Report requirements; and

· the requirements for material changes.

7
The applicant’s responsibilities 

The applicant is wholly responsible to the European Unit DEL for using the money provided for the project properly and for making sure that the terms and conditions of the grant as set out in the contract are met.

The European Unit DEL will only make payments to an organisation which can take responsibility for all the conditions set out in the contact.  This means the applicant must be a legally constituted organisation (such as a company, partnership or government department).  Where a project is to be carried out by more than one organisation, one must be nominated as the applicant who will accept responsibility for meeting all the conditions set out in the contract.

The applicant is responsible for completing the claims, progress reports and closure report and for appointing and paying suitably qualified auditors to carry out the audits.  The applicant is also responsible for making sure that:

· the amounts claimed were spent on the project approved by the European Unit DEL  and the costs claimed are eligible for ESF support;

· the project costs have not been funded by other institutions, unless approved account of in the original application;

· the amount claimed does not exceed the approved amount;

· auditor’s reports and audited financial statements are submitted to the European Unit DEL when required;

· the European Unit DEL  is notified of any financial irregularities suspected in using ESF funds, and of any income, profit or unexpected receipt over the amount taken into account when the grant was decided; and

· changes to any aspect of the project are notified to the European Unit DEL  and PROTEUS.

8
The payments process

The European Unit DEL pays ESF grants.  The grants are paid in arrears against eligible payments made by the applicant after the start date of the project (as stated in the contract).  

An advance claim of 30% of the first 12 months’ ESF eligible costs can be submitted once a signed contract is completed, profiles have been submitted, appropriate Public and Private Match Funding Certificates are in place and the project has started.

Further interim claims can then be made on a monthly, three-monthly or six-monthly basis in arrears based on amounts spent and supported by external audit reports. At least two claims must be made each year.

The final payment (or balance) of up to 20% of the final 12 months’ allocation will be made when the European Unit DEL has received and checked the project closure report, the general statement(s) of expenditure (GSE) and audited financial statements.

9
ESF audit requirement

All ESF projects with an approved ESF grant must provide audit reports to support the interim claims for funding, and audited financial statements to support the Project Closure Reports (final claim).   

Detailed guidance on the requirements of the ESF Project Closure audited financial statements will provided to DP’s prior to the end of Action 1. 

For projects which involve subcontracting or partners, the applicant must be satisfied that the systems and procedures in place will make sure that all payments included in the claims from partners or subcontractors are eligible and recorded on the correct basis.  In practice this assurance can be gained in a number of ways, for example by:

· obtaining ESF audit reports (in enough detail to be able to complete the claim form) from individual partners or subcontractors at the end of the year, certifying that payments are eligible for ESF;  and 
· Managing a payments-monitoring system, for example obtaining statements from each partner or subcontractor every three months which are supported by copies of prime documents (paid invoices and so on) which allow the applicant to test payments are eligible for ESF.  This should be supplemented by an ongoing system of spot checks carried out by the applicant to confirm that costs have actually been incurred.

10 The auditor’s Certificate

When the tests in section 16 have been done, the auditor’s certificate should be completed in the format given in Appendix B.  A copy of the completed section 16 audit report should be attached to the auditors report.

The ESF audit report refers to the claim or expenditure period ended. This includes all the entitlement built up since the beginning of the project or the end of the period covered by the last audit certificate.

Unqualified (clean) audit certificates must use the form of words in Appendix B.  Auditors can include extra paragraphs to describe the applicant’s and the auditor’s responsibilities and the basis for the audit opinion. If the auditor needs to add emphasis, qualify the opinion, or give a disclaimer of opinion, it should be explained as clearly as possible. For example, the auditor should set out details of any amounts which are uncertain or disputed and the facts relating to each of them. The auditor should send a signed copy of the audit report to the applicant. 

The applicant must clear up issues raised by the auditor and send a copy to the European Unit DEL. 

If the auditor finds things which could lead to a qualified (adverse) audit report, the auditor and the applicant should make every effort to find answers before the audit report is issued. Auditors should get help from the auditors’ e-mail help line if necessary. 

11
Materiality

The auditor must plan and perform the audit to be able to provide reasonable assurance that the claims are free of material misstatements and give a true and fair view. The assessment of what is ‘material’ is a matter of professional judgement and includes consideration of both the amount (quantity) and nature (quality) of misstatements.

12
Accounting basis

The claims should be for expenditure incurred and paid for.  They must not include any amounts for creditors, debtors, accruals, prepayments, provisions, contingencies, or any other expenditure which is not eligible for ESF.  Receipts and payments should not be set off against each other.

13
Liability

The European Unit DEL is not involved in the contract between the applicant and the auditor. The auditors duty of care is to the applicant and liability for damages resulting from professional negligence should be agreed between the auditor and the applicant. 

14 Combining work

Auditors may combine the work required for the purposes of this certificate with any other work required for any grants, or for reporting on the annual accounts of the applicant.  

15
Risks

To help auditors the following inherent risks have been identified which need to be considered when carrying out the ESF audit. 

· ESF has complicated regulations governing the eligibility of expenditure incurred in delivering projects.  There is a risk of applicants making mistakes due to misunderstanding or misinterpreting the regulations. 

· Where ESF projects are delivered through third parties or agents there is a higher risk of the regulations not being met.  For example, there may be weak checks or no checks that regulations are not being met at the lowest possible level.  Many of the activities funded by ESF can also attract other government and grant funding, so there is a risk that activities are double funded through various initiatives. ESF applicants are required to make sure that the specific requirements for each external source of funding are met. There are circumstances when ESF cannot be used to support the project activity (for example the activity is already part funded by ESF or fully funded by another source). 

· Payments or receipts made on the basis of claims, for example in-kind contributions, rather than in exchange for invoiced goods or services are more difficult to confirm and so lead to increased risk of misstatement (incorrect statements).

· The applicant’s level of knowledge of the funding regime and their experience in this area will be vital to delivering and administering the grant successfully. 

· High levels of staff turnover in delivering and administering the project funded by the grant and using temporary or external staff to carry out main tasks may result in controls not operating effectively. 

· The level of match funding stated at the application stage may not be fully available. This could lead to the European Unit DEL withdrawing all ESF funding and the applicant refunding all payments received.

16
Audit Content

	
	Yes

No

N/A
	Audited by
	Working paper

reference

	Have all parts of the relevant claim been properly completed?

Has the claim or report been signed by the applicant’s authorised officer?
	
	
	

	Is all the arithmetic on the claim accurate?
	
	
	

	a. For sections of the claim form covered by the audit reports

b. Are the entries based on ESF-eligible expenditure incurred and paid for and revenue received?

c. Do entries on the claim and supporting working papers match  the applicant’s income and expenditure accounts?  Or, for in-kind costs, are detailed records available to show that costs included have been incurred and paid for?

d. Have entries on the claim form been made in line with the guidance?
	
	
	

	Testing of prime documents should confirm that only eligible payments are included in the claim form. Can you confirm the following?

a. Only payments for the approved project are included.

b. Only payments for eligible costs are included.

c. Only payments made since the project start date are included.

d. Costs have not been claimed more than once.

e. Recoverable VAT is not included.

f. The applicant has told the European Unit DEL and PROTEUS how they have apportioned costs and applied the method consistently and correctly.
	
	
	

	Has project revenue been declared on the form and deducted from the eligible costs?
	
	
	

	Does the match funding profile agree with that in the approved application or any approved significant changes which were approved later?
	
	
	

	Can you confirm that the level of match funding received is consistent with that declared on the project closure report,.  (this only applies if this is the project closure report) and on the GSE, and if any in-kind match funding is correctly accounted for on the Project Closure Report. Remember all in-kind contributions must show actual expenditure by the provider.
	
	
	

	Can you confirm that the project is not already fully funded from another source and that the match funding does not already contain ESF money.
	
	
	

	Is the eligible expenditure, multiplied by the intervention rate, within the total approved amount set out in the contract?
	
	
	

	For ESF projects involving partners or subcontractors, has the applicant written approval from European Unit DEL to use sub contractors and followed the ESF guidance for partners and subcontractors to satisfy itself that all payments included in the claim have been incurred and paid for?
	
	
	

	Has the applicant adequate systems to record and confirm that beneficiaries are eligible?
	
	
	

	Is there an adequate system to make sure that project outcomes are properly collected and monitored?
	
	
	

	Has the applicant body taken steps to meet the legal requirements for ESF publicity as set out in the contract?
	
	
	


APPENDIX B

Auditor’s Report
This must be:

· the headed paper of the independent auditor; on and

· addressed to the ESF applicant.

It must include:
· Project name:

· Application number:

· claim or expenditure period (start and end dates): from   /   /   to   /   /   .

The following statement:

I/we have examined the related accounts and records of the applicant and have carried out all tests I/we consider necessary.  I/we have obtained all explanations I/we consider necessary.

(Subject to the observations in the attached report dated   /  /  )  I/we are of the opinion that the financial information and the level of ESF help claimed on   /  /   [date of last claim] are fairly stated and that the expenditure is eligible for ESF and has been properly incurred in line 

accordance with the offer letter dated ……….. 

Signature:

Date: 

Name for enquiries:

Address:

Phone number:
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