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The concept and key contents of this position paper were designed by the ESF Transnational Network (TN) on Simplification. 

Established in 2015, the TN involves over 300 representatives of ESF managing authorities (MA), intermediate bodies (IB), audit authorities (AA), national coordination bodies (NCB) and ESF stakeholders from all Member States of the European Union (EU), as well as several Directorates-General of the European Commission (EC), coordinated by the Directorate-General for Employment, Social Affairs and Inclusion (DG EMPL), Unit G.1.  

Building on the practical experience developed by all Member States in designing, implementing and controlling simplification measures across two programming periods, the TN is widely recognised as a key forum for discussion on simplification in the ESF+ at European Level and represents the ‘state of the art’ of simplification in ESF+ programmes.

Aim of the position paper

The aim of the position paper is to present the proposal for ‘no more real costs’ in the post-2027 programming period, developed by the TN through several consultations with ESF+ authorities and stakeholders participating in the network.

In particular, the paper aims to:

· Define the scope of the proposal. 

· Highlight the relevance and impact of the ‘no more real costs’ objective.

· Illustrate how the objective of ‘no more real costs’ in post-2027 can be achieved.

· Raise awareness on the importance of the objective of ‘no more real costs’ and contribute to pave the way for achieving it.

Target audience

This document is aimed at:

· Representatives of ESF+ authorities, stakeholders and beneficiaries, primarily those who have less experience in the design, implementation and control of simplification measures.

· Policy and decision-makers, at EU and national/regional level, responsible for drafting and negotiating the proposals for the programming period post-2027.

· National and regional institutions responsible for drafting rules and administrative procedures, relevant for the implementation and control of ESF+ programmes, that could potentially lead to ‘Gold-plating’[footnoteRef:1].    [1:  Gold-plating describes a process by which a Member State which has to transpose EU Directives into its national law, or has to implement EU legislation, uses the opportunity to impose additional requirements, obligations or standards on the addresses of its national law that go beyond the requirements or standards foreseen in the transposed EU legislation. (Source: European Commission. (2015). Communication from the Commission to the European Parliament, the Council, The European Economic and Social Committee and the Committee of the Regions. Better regulation for better results - An EU agenda. COM (2015) 215 final. Strasbourg).] 


Structure of the position paper

The contents of this document are structured around the following key questions:

· What does ‘no more real costs’ mean? Section 2 presents the definition and the scope of the proposal for ‘no more real costs’ in post-2027. 

· Why ‘no more real costs’?  Section 3 illustrates the reasons why the objective of ‘no more real costs’ should be achieved.

· How to achieve the objective of ‘no more real costs’? Section 4 presents a set of conditions and actions relevant for achieving the objective of ‘no more real costs’ in post-2027. 
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Definition of the proposal

‘No more real costs’ means that all payments related to the implementation of ESF+ programmes  will be only made using simplification measures and will no longer be based on the reimbursement of actual (real) costs.

‘Simplification measures’ means Simplified Cost Options (SCO), Financing Not Linked to Costs (FNLC) or any other form of reimbursement not based on actual costs that could be introduced in the post-2027 programming period.

Scope of the proposal

‘No more real costs’ should be applied to all payments for all operations under ESF+ programmes for post-2027, with no exceptions. 

Why ‘no exceptions’: the experience of the authorities and stakeholders involved in the TN shows that exceptions often lead to discussions and to (extensive) interpretations that could significantly delay or even undermine the actual implementation of the ‘no more real costs’ principle. One of the lessons learnt from the first years of implementation of simplification measures is: discussions between authorities and stakeholders should focus on ‘how to design and implement simplification measures’ rather than ‘whether to use them’.

In the case of multi-fund programmes, the ‘no more real costs’ principle should be applied (at least) to the operations or parts of the operations which are funded by the ESF+. 
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Real costs should be no longer used for two main reasons: (i) they are not sustainable and (ii) they are not effective. 

The following sections present the two reasons in detail, also through a comparative analysis between real costs and simplification measures.
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Real costs are not sustainable because they involve:

· High administrative costs and burden[footnoteRef:2]. ‘Real costs’ require the tracing of every euro of co-financed expenditure to individual supporting documents. This involves high administrative costs and burden for ESF+ authorities and beneficiaries. Several studies conducted by the EC show that simplification measures such as SCO have a significant impact on the reduction of administrative costs and burden[footnoteRef:3].      [2:  Administrative costs represent the total staff, overhead and external costs borne by national and regional authorities to manage and administer European Structural and Investment Funds (ESIF), fulfilling the tasks described in the EU regulatory framework for ESIF. Administrative burden encompasses the total staff, overhead, and external costs for beneficiaries to comply with obligations resulting from the legislation, in particular obligations imposed by the ESIF regulations as well as regulations related to the ESIF support received. ]  [3:  See “Use and intended use of simplified cost options in European Social Fund (ESF), European Regional Development Fund (ERDF), Cohesion Fund (CF) and European Agricultural Fund for Rural Development (EAFRD)”, European Commission (2018) and “New assessment of ESIF administrative cost and burden”, European Commission (2018). 
] 


· High risk of error. As repeatedly confirmed by The European Court of Auditors in its Annual and Special Reports, complex rules and procedures envisaged under ‘real costs’ systems involve a high risk of error. It is also confirmed that simplification measures have a positive impact on the error rate.         

· Barriers to access to Funds. Several studies conducted by the EC and the experience of TN members show that the administrative burden and the higher risk of financial corrections related to ‘real costs’ represent barriers that can prevent beneficiaries from applying for support. It is important to note that such barriers don’t affect only small beneficiaries with limited administrative capacity, but concern also larger beneficiaries which would have the capacity to manage ‘real costs’ but are not willing to dedicate a significant part of their work (and resources) to administrative procedures, instead of concentrating on delivering the projects. In this sense, the barriers related to ‘real costs’ would produce a perverse effect: beneficiaries with lower technical competences but sufficient administrative capacity apply more frequently than beneficiaries which could deliver better projects, but cannot or are not willing to use ‘real costs’.  

· Lower quality, at all levels. ‘Real costs’ require authorities and stakeholders to dedicate a significant portion of their resources and efforts to administrative and bureaucratic aspects and undermine the possibility to focus on ‘what really matters’: the quality and impact of programmes and projects. This affects all phases of the programme’s life-cycle: programming, implementation, monitoring and evaluation, management verifications and audit. On the other hand, it is widely demonstrated that simplification measures bring two important positive effects: 

· The design, implementation and control of simplification measures require authorities and beneficiaries to focus on the expected results of the operations and thus the quality and the impact of programmes and projects (i.e. to clearly define upfront ‘what should be financed, why and how’, and then to implement, monitor, assess and control according to the definition of such conditions)

· At the same time, simplification measures allow authorities and beneficiaries to divert resources from burdensome administrative tasks and concentrate on contents and results.         
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Authorities and stakeholders with less experience on simplification measures often mention that ‘real costs’ are still required, because they are the most effective solution to tackle a number of issues and risks. The experience of ESF+ programmes which are most advanced in the use of simplification measures, shows that this is not true.

‘Real costs’ are not effective, because:

· ‘Real costs’ don’t reduce the risk of fraud. Tracing every single euro-cent of co-financed expenditure to individual supporting documents is not an effective solution to prevent or detect fraud. In fact, the experience of ESF+ authorities shows that the risk and incidence of fraud is significantly lower when simplification measures are introduced and are accompanied by enhanced monitoring and control of the achievement of conditions and results (rather than concentrating mostly on administrative documents, such as invoices and payments).

· ‘Real costs’ don’t safeguard financial equilibrium of operations. Less experienced authorities and beneficiaries often make two assumptions: (i) ‘real costs’ are an effective measure to safeguard financial equilibrium of operations and, on the contrary, (ii) simplification measures would lead to under-compensating beneficiaries (due to errors in calculation methods or to the impossibility of fulfilling the conditions for reimbursement). The experience developed by ESF+ authorities in over 15 years of implementation of simplification measures shows that both the above assumptions are unfounded, for the following reasons:

· As described in section 3.1, ‘real costs’ expose beneficiaries to high risk of errors and financial corrections and to high administrative burden. It is important to note that the majority of corrections under ‘real costs’ are linked to the complexity of the rules (and not to expenditures that were not incurred by beneficiaries) and that a portion of the administrative burden borne by beneficiaries may not be eventually reimbursed (e.g., where complex and inefficient administrative procedures require an administrative workload that is not proportionate to the cost for the technical implementation of the operation). Taking into account errors and administrative burden, it is evident that ‘real costs’ are not suitable to guarantee that the financial equilibrium of the operation is actually safeguarded. In other words, in reality, ‘real costs’ cannot guarantee that beneficiaries receive exactly the amount that they have actually incurred and paid for implementing the operation.  

· Regarding the perceived risks of under-compensation related to simplification measures, first it should be noted that throughout 15 years of implementation of these measures no significant issues in terms of under-compensation were actually detected and that the concerned risk is often mentioned by authorities and beneficiaries which have not actually used simplification measures. Of course, small negative differences between actual costs and amounts reimbursed based on simplification measures, are technically possible. However, it is important to consider that the reduction of administrative burden and errors achieved through simplification measures would largely compensate possible negative differences. 

· Regarding the risk of non-payment or reduced-payment to beneficiaries not fulfilling the conditions for reimbursement, an important point that is often ignored is that, in most cases, ‘real costs’ would not make any difference. In the vast majority of cases observed in practice, beneficiaries who did not fullfill the conditions for reimbursment couldn’t have been paid under any method of reimbursment (including ‘real costs’). Experience also shows that there are many effective ways to limit the concerned risks (e.g. setting realistic conditions and establishing milestones, discussing conditions and milestones with beneficiaries upfront, including provisions safeguarding beneficiaries against circumstances that are beyond their control, set up installments of payments proportionately to the conditions fullfilled). Finally, it should  also be observed that no significant issues in terms of non-payment or reduced-payments, directly related to the use of simplification measures, have been  detected up till now.
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Presenting the reasons why the objective of ‘no more real costs’ should be achieved in the post-2027 programming period is not sufficient. Less experienced authorities and stakeholders would still think ‘we could agree that ‘real costs’ are neither sustainable nor effective, however we don’t know how it would be possible to cover all payments with simplification measures. Is the objective of ‘no more real costs’ feasible?’.  

According to the ESF+ authorities and stakeholders from the vast majority of EU Member States participating in the ESF TN on Simplification, achieving the objective of ‘no more real costs’ is not only relevant, but also feasible in the mid-term. It is important to recall that the proposal presented in this position paper is to achieve the objective of ‘no more real costs’ in post-2027, allowing sufficient time for authorities and stakeholders to prepare.

Based on the experience of the members of the ESF TN on Simplification and on the outcomes of several consultations carried out within the network, this section aims to explain how the objective of ‘no more real cost’ in post-2027 can be achieved. In particular, the section presents a set of recommendations and actions that should be observed and implemented to prepare for ‘no more real costs’, under two fundamental perspectives:

· Technical: actions that should be taken by ESF+ authorities and stakeholders to prepare for ‘no more real costs’, from a technical standpoint.  

· Institutional and regulatory: recommendations addressed to: (i) policy and decision makers responsible for drafting and negotiating the proposals for the programming period post-2027 and (ii) national and regional institutions responsible for drafting rules and administrative procedures, relevant for the implementation and control of ESF+ programmes. 
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Preparing for ‘no more real costs’ in post-2027 from a technical perspective means to prepare, throughout the next 3.5 years, for using simplification measures at full-scale (i.e., all payments related to the implementation of ESF+ programmes  will be only made using simplification measures). 

Before presenting the preparatory actions that should be taken by authorities and stakeholders, it is worth highlighting two points that are important to put the feasibility of technical preparations into context: 

· For some Member States the objective of ‘no more real costs’ is almost fully achieved already, with over 90% of payments related to the implementation of ESF+ programmes made only using simplification measures. 

· The timeline of the proposal (3.5 years) is sustainable, even for less experienced authorities with limited administrative capacity. Several authorities joined the ESF TN on Simplification when they had little or no experience on simplification and their capacity, in terms of knowledge and resources, seemed not sufficient to develop simplification measures. Many of them managed to significantly increase the uptake of simplification measures and to eventually adopt a simplification-by-default approach in less than two years. It is also important to note that simplification-by-default was achieved by these authorities in a more difficult legal and technical context, with higher legal uncertainty, lack of legal harmonisation, less off-the-shelf options (OTS), less references and practical examples on how simplification measures should be designed, assessed, implemented and controlled, higher risk of errors and, eventually, higher uncertainty on the actual advantages of simplification measures over ‘real costs’.    

According to the members of the ESF TN on Simplification, authorities and stakeholders should prepare for using simplification measures at full-scale and achieving the objective of ‘no more real costs’ taking into account the following recommendations and actions:

· Start preparations now. As mentioned, achieving the objective of ‘no more real costs’ is feasible, and the proposed timeline is sustainable. However, it is essential that authorities and stakeholders start preparing now. In particular less experienced authorities, which may have already programmed most of the operations under ‘real costs’, should be aware that preparations cannot start in 2028. The implementation of the preparatory actions suggested in the points below should start now.    

· Change mindset. The first step to take is to change the mindset towards simplification measures. Exchanges with hundreds of authorities and stakeholders across the years show that the majority of issues which could limit or even hinder the use of SCO or FNLC is not based on objective evidence, but on preconceptions against those measures. This negative bias is often linked to lack of knowledge, but in most cases the real problem is that authorities and stakeholders have a ‘real costs’ mindset. Even if they understand that simplification measures are much more sustainable and effective than ‘real cost’, they still prefer to use ‘real costs’ only because, as observed by TN members, it is ‘the devil they know’ and they are afraid to change. It is important to clarify that this does not mean that there are not issues to address when designing simplification measures. It means that no matter how many solutions are available (and experience shows that solutions are available for any issues related to simplification measures) the path to overcome such issues cannot start without the willingness to change the mindset and concentrate on solutions rather than on problems. 

· Be willing to invest. One of the main (objective) issues that less experienced authorities and stakeholders may need to overcome to prepare for ‘no more real costs’ is the lack of resources that could be dedicated to developing simplification measures. A comment often made by less experienced authorities is ‘we have insufficient staff and staff is not prepared to develop simplification measures as we are already busy with other urgent tasks’. Indeed, developing simplification measures requires an initial investment (in terms of resources and knowledge). However, the experience of the Member States which are most advanced in the use of these measures demonstrates that the return of the investment is absolutely positive: i.e., the amount of time saved during and after implementation (not having to trace every euro of co-financed expenditure and to deal with inefficiencies and risks of ‘real costs’) is significantly higher than the time invested to develop simplification measures. Less experienced authorities should be willing to make this investment, which will eventually allow their staff (and the staff of final beneficiaries) to dedicate time to tasks which are much more relevant (and more policy oriented) than  ‘real costs’.

· Be willing to learn. Preparing for ‘no real costs’ involves the willingness to build knowledge on how simplification measures are designed, implemented and controlled. On this, it is important to note that building knowledge on simplification is much easier now, as the level of knowledge and practical experience on simplification measures in the EU has grown exponentially since they were introduced. Less experienced authorities and stakeholders have now the opportunity to build their capacity capitalising on the good and not-so-good practices developed by other practitioners. Solutions relevant for all phases of the life cycle of simplification measures (design, implementation and control) have been designed and tested in practice. Numerous initiatives are being implemented by the EC (e.g. the ESF TN on Simplification and the REGIO TN on Simplification, peer-to-peer exchanges financed by EU Funds) and the Member States (e.g. workshop and training programmes organised at national / regional level) to share experience and further enhance knowledge on simplification measures across the EU. Still, as mentioned above, authorities should be willing to learn.  

· Involve all stakeholders and build partnerships. From a legal point of view, the MA is responsible for decisions around simplification measures. However, good practices shared with the ESF TN on Simplification shows that designing and implementing simplification measures should be a ‘joint effort and a joint responsibility’. All parties relevant for achieving the objective of ‘no more real costs’ should be involved very early in the discussions on simplification measures: IBs, AA, CA, line ministries, stakeholders and beneficiaries. Regular and constructive collaboration among key stakeholders, based on frank and open discussions and on the respect or roles and responsibilities, greatly facilitates the design of simplification measures and paves the way for their smooth implementation. 

· Develop a road map. Each Member State should develop a road map to prepare for achieving the objective of ‘no more real costs’ in post 2027. The road map should include:

· An assessment on the state of play of simplification measures, in terms: of actual use of simplification measure (what is the starting point), specific issues that are limiting or hindering a wider use of simplification measures in the Member State and main gaps in terms of resources (knowledge / experience, organisational capacity, data, information) needed to design and implement simplification measures.  

· The description of the actions to be taken to achieve the objective of ‘no more real costs’, including: implementation of capacity building programmes, also through peer-to-peer support actions, interventions to remove possible sources of ‘gold-plating’, agreements with Institutions which could provide data and information relevant for designing simplification measures.

· A clear description of the roles and responsibilities of the various actors involved in the execution of the road map and precise deadlines for each implementation step.  

Note for TN members: A model for the road map towards ‘no more real costs’ will be provided together with the position paper. The draft model will be discussed at the TN meeting on 20 and 21 June 2024. 
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As mentioned in section 4.1, some Member States are already very close to the objective of ‘no more real costs’ under the current legal and institutional framework and Member States should start preparing for ‘no more real costs’ now (i.e., authorities should not wait for the proposals for post-2027).

However, achieving the objective of ‘no more real costs’ should not rely exclusively on the efforts of ESF+ authorities and stakeholders for adopting simplification measures at full-scale. ‘No more real costs’ would also require interventions to further enhance the institutional and legal framework at EU and National level.

With this background, the ESF TN on Simplification identified a number of recommendations for EU and National policy and decision-makers:

· Start acting now. As recommended for technical preparations, it is essential that policy and decision-makers start preparing the institutional and regulatory framework now.

· Support the proposal for ‘no more real costs’.  Achieving the objective of ‘no more real costs’ requires the endorsement and support of policy and decision-makers. It is essential that the European Commission, the Member States and the TN (each TN member) promote the principle of ‘no more real costs’ in all discussions around the future of Cohesion Policy at European. national and regional level.

· Leave no room for exceptions and interpretations. The Regulation for post-2027 should not include the ‘real costs’ option and should not leave room for exceptions or different interpretations. 

· Allow more flexibility and more reference models. More flexibility and more options should be allowed for designing and implementing simplification measures:

· Removing the limit for the draft budget method.

· Allowing more flexibility for the amendments of the SCO/FNLC schemes approved by the EC (removing the link to the programmes and consequent need for programme amendments).

· Provide more SCO/FNLC models for different policy areas, that could be used as references for establishing simplification measures tailored around each programme.

· Enhance legal harmonisation. Introducing a true ‘no more real costs’ principle in the regulatory framework for post 2027 requires to intervene not only on the provisions regarding the forms of financial support or the management and control systems, but involves a wider effort to harmonise all relevant provisions that could directly or indirectly hinder the principle (e.g., Public Procurement, State Aid, Conflict of Interest …).

· Keep the rules stable. Once the Regulation is adopted, it is essential that the rules remain stable and that subsequent interpretations are consistent with the overarching principle of ‘no more real costs’. 

· Remove ‘gold-plating’. National and regional institutions responsible for drafting rules and administrative procedures, relevant for the implementation and control of ESF+ programmes, should remove any possible additional requirements, obligations or standards, that go beyond the requirements or standards foreseen in EU legislation, which could undermine the benefits of ‘no more real costs’. 
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To be drafted after additional consultations with TN members. 
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Established in 2015, the ESF Transnational Network on Simplification (TN) involves national coordination bodies, managing authorities and audit authorities from all (27) EU Member States and is widely recognised as a key forum for discussion on simplification in the ESF+ at European level.

At the 22nd meeting of the TN, held in November 2023, the members of the network identified a number of preliminary proposals around the topic of ‘no more real costs’, including:

· Preparing a TN position paper to pave the way for achieving the objective of ‘no more real costs’ in post 2027.

· Providing Member States with a model for a road map to gradually reach the objective of ‘no more real costs’.

A first set of key points (do’s and don’ts) to be included in the TN position paper and in the model for the road map were discussed by the TN subgroup on ‘the Future of Simplification’. The draft outlines of the position paper and of the model for a road map for ‘no more real costs’ were subsequently discussed at the 23rd meeting of the TN (April 2024).

Capitalising on the suggestions shared by TN members at the 23rd meeting, this note presents the draft model for a road map for ‘no more real costs’ in post 2027.

The model provides references on the (possible) main steps that could be taken by the Member States to prepare for ‘no more real costs in post 2027’. The intermediate goals and timing for each Member State should be determined in accordance with the specific situation of the country and onthe basis of objective analysis. Nonetheless, it is possible to identify a general set of key actions for the development of conditions and capabilities necessary to shift towards a ‘no more real cost scenario’ in post 2027.

In particular, the key actions towards ‘no more real costs’ identified by the members of the ESF TN on Simplification are structured around 5 key phases:
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Where not already established, a coordination centre on simplification should be created at national level, following the numerous successful examples of the Member States which have already implemented this action. The coordination centre is responsible for developing the specific road map for the Member State and ensures a coordinated and effective implementation of the envisaged actions.

A first step to be taken for the establishment of the centre is defining its responsibilities and scope of actions. Based on the experience of the Member States which have already established coordination centres on simplification, the functions assigned to such centres may include:

· Serving as knowledge hub, facilitating data collection and sharing of knowledge and information across all relevant stakeholders. 

· Conducting preparatory studies and analysis, paving the way for a wider use of simplification measures.

· Organising capacity building activities and awareness raising actions targeting all relevant stakeholders (including beneficiaries).

· Providing methodological support to programme authorities in developing simplification measures.

· Facilitating efficient communication among all stakeholders and ensuring the adoption of coordinated and harmonised approaches to simplification measures at national level (i.e. avoiding that authorities and stakeholders of different programmes repeat the same mistakes or carry out inefficient processes).

· Conducting studies and collecting data on the impact of simplified methods of reimbursement on administrative burden. 

The coordination centre could take various forms (network / working group composed of representatives of all programmes, dedicated unit within the national coordination body). Each Member State should indeed identify the best suitable solution for its needs.

Differences may arise at the Member State level depending on various factors, such as the degree of necessary procedural formalisation: in some contexts, an administrative/legal act might be required, while in others, such formalised procedures may not be necessary for the establishment of the centre. Some countries might prefer creating entirely new bodies, while others may choose to form units or working groups within existing institutions or agencies. In some instances, tasks and responsibilities could be delegated to already established entities.

The national coordination centre should gather different skills and competencies relevant for the design and implementation of simplification measures. The number of stakeholders involved and the complexity of the structure of the centre will vary based on the size of the country and the number of programmes involved. 

It should be considered that, in larger Member States, a national body will be crucial for ensuring coordination, conveying key messages, and serving as a major knowledge hub. However, regional players must also be involved. To ensure the implementation of the road map and related actions, in these Member States, a more granular organisation with reference points in the different local and regional authorities will be necessary.

Some successful examples observed in the TN:

· The establishment of a methodological support centre at national level which is in charge for the development of SCOs across all funding sources, Recovery and Resilience Facility (RRF), agriculture, fishery, and others. The centre performs various tasks such as drafting SCO schemes, providing consultations and recommendations to institutions, conducting relevant studies, and more. Over the years, it has achieved significant results, facilitating the establishment of over 70 SCOs methodologies to be applied under different frameworks (e.g., Cohesion Policy, RRF, national budget) exploring different calculation methods and data sources.

· A different solution is observed in Member States where the Bodies responsible for coordinating all programmes under Cohesion Policy have established a unit / team specifically responsible for ‘simplification’. 

It is important to keep in mind that the goal is not to replicate the model from one country to another, but rather to find the best solution to achieve the same results effectively: a wider and easier use of simplification measures.



Regardless of the administrative / institutional model chosen for the coordination centres, it is essential to ensure that the centres function as main hub of a national network on simplification, which involves all ESF+ authorities and stakeholders.

As observed by several Member States which are most advanced in the use of simplification measures, each country could refer to the TN as reference model and adjust the actions and procedures according to the specificities of the national context.

The TN can support the setting up and development of coordination centres, by providing examples of good practices developed by the most advanced Member States and by facilitating peer-to-peer exchanges among TN members.

The TN could also prepare a more structured document presenting detailed information on the setting up and functioning of the coordination centres. 
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The assessment of the state of play in terms of use of simplification measures is carried out based on information which is already available (or will be soon available) at EU Level, such as:

· Maps of SCO/FNLC practices collected by the TN. These maps, although not detailed enough for a comprehensive assessment at Member State level, are continuously updated. This allows to always have an overview of the existing schemes and types of measures covered in the different countries.

· Outcomes of the (ongoing) ‘Study on the uptake of Simplified Cost Options (SCO) and Financing Not Linked to Costs (FNLC) for the Common Provisions Regulation (CPR) Funds’. The key findings of the study will be made available throughout this year. The preliminary findings will be presented at the Joint TNs Meeting held in Brussels on June 20 and 21. The study will provide a more comprehensive overview, including specific information at the Member State level. The accuracy of these insights will naturally depend on the quantity and quality of data provided by the Member States.

These mappings can serve as a good starting point for opening discussions on the next steps towards reaching a ‘no more real cost’ scenario, but they do not provide the necessary information for an overall assessment of the state of play. Additional effort by the Member States is required.

First of all, creating a comprehensive mapping of all calls for proposals and/or operations implemented in the Member State could be beneficial, especially in countries with many programmes. This would enable a better understanding of whether:

· Similar operations already have SCO/FNLC schemes or other simplification measures in place for reimbursement (e.g. in Recovery and Resilience Plan), that can be adopted or easily adapted.

· There are operations still completely or mostly reimbursed through real costs that need to be addressed most urgently. 

Furthermore, the assessment of the state of play carried out by the Member States should also cover qualitative aspects, including: 

1. Specific issues that are limiting or hindering a wider use of simplification measures in the Member States. This includes national factors like gold plating, national rules, and administrative procedures that are hindering or could hinder the realization of a 'no more real cost scenario' in the future. It is crucial that Member States start addressing these issues now, before the adoption of a more ambitious regulatory framework.

2. The main gaps in terms of resources (knowledge / experience, organisational capacity, data, information) needed to design and implement simplification measures.

3. To carry out this qualitative assessment the national coordination centre will need to consult (e.g., interviews, launching surveys, focus groups) all the stakeholders involved in the design, implementation and control of programmes: managing authorities, audit authorities, implementing bodies and beneficiaries. 



The information collected will then allow identifying the set of actions required to address the main challenges and to successfully achieve the desired outcomes, in terms of wider and easier use of simplification measures.

[bookmark: _Toc168589079][bookmark: _Toc169108509]Capacity building activities

Based on the outcomes of the assessment of the state of play, the national coordination centre develops a programme for capacity building activities targeting all relevant stakeholders for the design, implementation and control of simplification measures. 

The programme could include activities such as:

· Trainings provided by experts in simplification measures.

· Joint and crossed trainings among authorities (e.g. representatives of Managing Authorities and Audit Authorities).

· Peer-to-peer exchanges with other Member States (i.e. study visits, expert missions, multi-country workshops).

Drawing from the experience with the TN, it is essential that capacity building activities include both practical exercises and discussion sessions:

· Practical exercises are useful as they allow participants to apply theoretical knowledge in real scenarios. 

· Discussions sessions provide an opportunity for participants to share their challenges, experiences, and doubts. This approach allows unsolved questions to be collected and forwarded to the national coordination centre, which will be in charge to discuss them with the European Commission and/or other Member States. 

Additionally, establishing working groups on specific topics will enable competent individuals, covering different roles, to work together, exchange experiences and best practices, and develop a higher level of expertise.

The TN could support the design and implementation of the capacity building programmes, by providing examples of programmes already developed by the Member States and promoting the organisation of peer-to-peer exchanges by facilitating the matching between demand for support and available expertise.

When defining the contents of the capacity building programme it is important to bear in mind that the shift to a ‘no more real cost’ scenario will require programme authorities to gain new skills and competencies. This new approach will indeed entail to perform activities during the implementation phase such as the measurement, control, and verification of outputs and results, which have traditionally been limited to the phases of evaluation and monitoring of the programme lifecycle. These competencies should be strengthened at all levels since they will be important from the beginning of the programming process and will continue during implementation.

For an effective use of the simplification measures, capacity building activities will also need to involve beneficiaries. Such training sessions will be aimed at:

· Facilitating the correct use of the simplification measures (e.g., explaining their use, creating a one stop shop providing technical support)

· Ensuring transparency (i.e., trainings with audit authorities to clarify the functioning of the audit trail and typologies of controls performed).

[bookmark: _Toc168589080][bookmark: _Toc169108510]Establishing agreements with other institutions 

Experiences shared in the TN reveal that most of the time an issue hindering the development of new SCO/FNLC methodologies is the lack of available data. For this reason, it is important that the national coordination centre establishes (or coordinates the setting up of) agreements with Institutions (e.g. National Institute of Statistics, Institutions responsible for Public Registries, Sectoral Institutions/Associations) which could: 

· Provide data required for establishing simplification measures and/or 

· Support the data collection (e.g. through market surveys) and analysis/assessment (e.g. based on expert judgement).

Successful examples of collaborations with other institutions during the data collection and methodology development phases were discussed within the TN. In many cases, especially in Member States with a high uptake of SCO, historical data was no longer available for many operations. Therefore, it was necessary to rely on National Statistics databases, EU statistics databases, and surveys from different institutions to develop the calculation methodologies.

In situations where historical data was unavailable because the operation had never been implemented before, collaboration with other institutions proved to be important. For example, in one case, to address this problem an intermediary body conducted market research to collect necessary data, but received a very low response rate. The national statistics office was then involved to carry out the market research. Respondents were more accustomed to receiving surveys from the national office resulting in a higher response rate.

Another important area of collaboration with other institutions discussed was the creation of SCO methodologies for highly technical operations. In some cases, managing authorities lacked the necessary expertise, so line ministries were involved to double-check the methodologies and to assess whether the approximation was accurate, leading to a more robust result.

[bookmark: _Toc168589081][bookmark: _Toc169108511]Awareness raising and promotion

The road map could include actions to promote the use of simplification measures and raise awareness of ESF+ stakeholders on the advantages of such measures and on the need to move forward towards the ‘no more real costs’ objectives. The concerned actions would be particularly important where the use of simplification measures is limited by issues such as the ‘resistance/fear of final beneficiaries’ or ‘the lack of political support’ and lack of data supporting the reduction of administrative burden.

The national coordination centres with the help of the TN could support the development of actions / campaigns for awareness raising and promotion of the use of simplification measures, by collecting and disseminating examples of good (and not-so-good) practices of communication around simplification in ESF+ programmes developed by the Member States.
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[bookmark: _Toc132563673][bookmark: _Toc169112090]Introduction

At the 21st meeting of the of the ESF Transnational Network (TN) on Simplification, TN members suggested that re-thinking ESF+ programmes would necessarily involve to ‘use results-based approaches on a larger scale’. Preliminary proposals relevant for shifting the focus on results included increasing the use of Financing Not Linked to Cost (FNLC) and taking it to the ‘next level’ (‘making it really not linked to costs’). Confirming one of the points that emerged from the TN, the outcomes of the ESF+ Technical Working Group meeting held in October 2023 also suggest considering the use of FNLC at a larger scale (‘Financing Not Linked to Cost is the new black’). ESF+ authorities should build on the experience of the first FNLC schemes adopted in the current programming period and develop new proposals, expanding the scope of application of the simplification measure. Preliminary proposals identified at the 22nd meeting of the TN (November 2023) and further discussed at the 2nd meeting of the TN subgroup on ‘the Future of Simplification’ (February 2024) include: 

(i) to develop models (not complete off-the-shelf options) for FNLC schemes, that could be used as references for establishing FNLC proposals tailored around each programme and 

(ii) to develop a recommendation paper on FNLC / results-based approaches in post 2027 capitalising on the outcomes of the discussions carried out in the TN and TN subgroup.   

At the 23rd meeting of the TN, held in April 2024, the members of the network identified a number of preliminary proposals around the topic of ‘result-based schemes’.

Capitalising on the suggestions shared by TN members at the 23rd meeting, this note presents the draft model for a road map for developing result-based programmes in post 2027.

This background document provides an initial framework for the steps that the ESF Transnational Network on Simplification and Member States could take to prepare for result-oriented programmes in post-2027. 



[bookmark: _Toc169112091]1. Assessment of the current situation at Member State level

As a first step, each Member State (MS) should conduct a comprehensive stock-taking exercise to assess the current level of implementation of result-based schemes. This assessment should consider both the use of Financing Not Linked to Costs (FNLC) in the Cohesion Policy context and the application of result-based schemes under the Recovery and Resilience Facility (RRF).

The ongoing study on the use of Simplified Cost Options (SCO) and FNLC in Cohesion Policy should serve as a foundation for this exercise. This study will help to further develop the mapping of result-based schemes within Cohesion Policy, providing a basis for comparison across different Member States.

The stock-taking exercise should aim to provide evidence on several key aspects:

· Best practices: identify and document successful examples of result-based schemes that can serve as models.

· Possible challenges and gaps: highlight any difficulties or shortcomings in the current implementation of result-based schemes to inform future improvements.

· Promising policy areas: identify policy areas that show the most potential for the successful implementation of result-based schemes.

· Most suitable indicators for the development of result-based schemes: create a catalogue of indicators used in result-based schemes from Cohesion Policy and RRF across various policy areas, highlighting the most frequently used.

[bookmark: _Toc169112092]2. Leveraging practices from other Member States

It is crucial to capitalise on available practices from other Member States (MS). The results of the assessments conducted by each MS should be shared at the European level to facilitate comparison, exchange of experiences, and concrete utilization of the most promising practices.

The TN can serve as the ideal platform for facilitating this exchange and comparison. Leveraging established mechanisms and working practices, the TN offers Member States opportunities for common sharing as well as bilateral or multilateral discussions. Key activities to achieve this include:

Sharing assessment results:

· Each Member State should systematically share the findings of their assessments on result-based schemes (see step 1 above).

· Create a centralised repository or database where these results can be accessed by all Member States.

Facilitating experience exchange:

· Organise regular meetings and workshops within the TN to discuss the assessment outcomes.

· Encourage Member States to present their best practices, challenges, and innovative solutions.

Promoting bilateral and multilateral engagement:

· Use the TN to foster bilateral or multilateral engagements among Member States.

· Arrange targeted sessions where countries with similar challenges or contexts can discuss specific issues and collaborate on solutions.



[bookmark: _Toc169112093]3. Adapting monitoring and control systems for result-based schemes

Monitoring and control systems should be tailored to the specific features of the delivery mechanisms of result-based schemes. Each Member State must explore and test potential solutions to adjust and revise the set of indicators typically used to monitor outputs and results, ensuring they align with the need to link each output/result to specific financial amounts. Key activities include:

Revising indicators:

· Assess and adjust the battery of indicators currently used to monitor outputs and results within the monitoring and evaluation systems.

· Ensure these indicators can accurately reflect the financial progress linked to achieving specific outputs and results.

· Explore the possibility of harmonising indicators used for monitoring and verifying expenditures with those used for monitoring progress in outputs/results.

· Aim to develop a unified set of indicators that serve both financial and performance monitoring purposes.

Reflecting on target setting:

· Member States should draw on their experiences in setting targets for the performance framework, which serves as an initial basis for quantifying progress in financial terms.

· Analyse past experiences to identify successful practices and areas for improvement in target setting and financial quantification.

Adapt the control systems:

· Develop control systems that are specifically designed for the unique characteristics of result-based schemes.

· Test various approaches to ensure these systems effectively control the achievement of specific outputs and results.

· Learn from the experience of the Recovery and Resilience Plans, and improve complex approaches while using good practices.  

Specific support from the European Commission (EC) will be crucial during this stage. The EC could provide comprehensive assistance in the following areas:

· Share its expertise and knowledge in developing sets of common indicators.

· Offer clear guidance on defining key concepts such as outputs and results across various policy areas.

· Provide clarity on the level of accuracy and rigor required for controls on outputs and results when implementing result-based schemes.



[bookmark: _Toc169112094]4. Develop models of result-based schemes

Building on the analyses from previous steps and the extensive work conducted at the MS level, key examples of result-based schemes across the most relevant policy areas can be identified and consolidated. These examples will serve not as templates for direct replication, but as sources of inspiration, enabling each MS to adapt these schemes to their specific contexts.

The analyses carried out in previous steps will help in selecting examples from different policy areas that have demonstrated tangible results and can be easily adapted to other contexts. Once these examples are identified, they should be documented in detailed case studies, highlighting their design, implementation, and outcomes. 

Furthermore, the EC could develop additional models based of the assessment of the current situation at MS level (see step 1) for the policy areas that show the most potential for the successful implementation of result-based schemes. 

A guidance and adaptation framework should be developed to assist Member States in tailoring these models to their specific needs and contexts. This framework will provide recommendations for customising the schemes, considering local policy priorities, administrative capacities, and stakeholder engagement. For instance, the result-based scheme for Individual Learning Accounts (ILA) services, developed in the context of the ESF+, can illustrate how to design a scheme that links financial support to specific learning outcomes and skill acquisitions.



[bookmark: _Toc169112095]5. Capacity building, awareness raising and dissemination

Specific capacity-building and awareness-raising activities should be launched at both the EU and national levels to ensure a smooth transition to the post-2027 programming period, which will be characterized by an enhanced use of result-based schemes.

The TN will serve as the ideal forum for increasing the capacity of key stakeholders at the national level. The network can play a crucial role in harmonising the activities to be carried out by each Member State. It will provide a platform for sharing best practices, offering training sessions, and facilitating discussions on the implementation of result-based schemes.

At national level, it is essential to involve key stakeholders, particularly the bodies responsible for implementing specific measures and the final beneficiaries of these measures. Engaging these stakeholders from the early stages is critical to paving the way for the cultural shift required for the new programming period. Involvement should include regular consultations, workshops, and training programmes to build understanding on result-based approaches.

All stakeholders should be included in the capacity-building process to foster a comprehensive understanding of the new frameworks and ensure a coordinated effort in implementing result-based schemes. This inclusive approach will help to establish a strong foundation for the post-2027 programming period, promoting a cultural shift towards more effective and results-oriented policy implementation across the EU.



[bookmark: _Toc169112096]6. Scaling up

Scaling up the outcomes of the previous steps will involve transitioning to a system that is fully or almost fully based on result-based schemes. This transition will require a comprehensive revision of how post-2027 programmes are prepared, setting policy objectives and targets with a fundamentally different approach compared to previous programming periods.

In practice, scaling up means that from the programming phase onward, targets in terms of outputs and results will be directly linked to the key financial milestones of the programmes. This will necessitate:

Redefining Policy Objectives:

· Establish policy objectives with a focus on measurable outcomes and results.

· Ensure these objectives are specific, achievable, and closely aligned with the broader strategic goals of the EU.

Setting clear targets:

· Define clear and quantifiable targets for each policy objective, by developing a framework that ties financial allocations and disbursements to the achievement of specified outputs and results.

· These targets should be linked to concrete outputs and results that can be measured and evaluated over time.

· Ensure that financial planning and budgeting processes reflect the targets set at outputs and results levels.

Define new approaches for controls:

With the support of audit authorities and other stakeholders involved in the control and monitoring of measures, a comprehensive framework for controlling the achievement of outputs and results should be established before the launch of the programmes. Transitioning to a result-based approach necessitates shifting from a control system focused on real expenditure to one based on the verification of outputs and results. Key elements of this new approach include: 

· Ex-Ante definition of outputs and results:

· Clearly define the expected outputs and results for each programme at the outset.

· Establish specific indicators to measure these outputs and results, ensuring they are quantifiable and achievable.

· Develop instruments and tools for accurately feeding data into these indicators.

· Development of control documents:

· Prepare all documentation essential to efficiently verify the achievement of outputs and results prior to programme launch.

· This documentation should include templates for monitoring outputs and results, procedures for data collection, and methods for aggregating this information.

· Designing verification procedures:

· Develop detailed procedures for carrying out verifications on the ground.

· Ensure these procedures are designed to accurately assess the achievement of defined outputs and results.

· Include guidelines for the use of monitoring templates and data collection tools.
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[bookmark: _Toc148008508][bookmark: _Toc169184748]Background

Established in 2015, the ESF Transnational Network on Simplification (TN) involves national coordination bodies, managing authorities and audit authorities from all (27) EU Member States and is widely recognised as a key forum for discussion on simplification in the ESF+ at European level.

At the 21st meeting of the network, held in Angra do Heroísmo in July 2023, TN members identified a number of preliminary topics for the future of simplification in ESF+ programmes. The outcomes of the TN meeting were subsequently presented and discussed at the meeting of the ESF+ Technical Working Group held in Madrid in October 2023, within roundtable discussions on the future of Cohesion policy.

A first set of preliminary proposals related to ‘no more real cost’ and the ‘use of result-based approaches on a larger scale’ was identified at the 22nd meeting of the network (Budapest, November 2023). The proposals were further discussed at the 23rd meeting (Kraków, April 2024), where draft outlines of the TN position paper on ‘no more real costs in post 2027’ and the outline for a road map to achieve the objective of ‘no more real costs in post 2027’ were discussed. 

Capitalising on the suggestions shared at the 23rd meeting and within subsequent rounds of consultations with TN members and with the TN’s subgroup on the ‘Future of simplification’, the following draft documents were prepared:

· The draft position paper on ‘no more real costs in post 2027’.

· The draft road map model for ‘no more real costs in post 2027’.

· The draft road map model for ‘developing result-based programmes in post 2027’.

With this background, at the Joint meeting of the ESF and DG REGIO Transnational Networks (TN) on Simplification, which will be held in Brussels on 20 and 21 June 2024, three sessions will be dedicated to discuss the future of simplification:

· [bookmark: _Hlk169021142]Session 1.1 – The position paper and road maps on the future of simplification prepared by the ESF Transnational Network (TN) on Simplification: presenting the draft position paper and the draft road maps on the future of simplification (post 2027) prepared by the ESF TN on Simplification. The session also serves to present the rationale and functioning of the subsequent world café session.

· Sessions 1.2 – World café on the future of simplification: participants discuss in a world café session around the draft road maps for no more real costs and for developing result-based programmes in post 2027. In particular, the session will serve to address the discussion points (presented in Annex I) relevant for the two road maps.

· Session 1.3 – Panel discussion on the future of simplification. The outcomes of the world café session are reported back and discussed in plenary with representatives of the European Commission and TN members. 

This note presents the instructions for the world café session that will be held at the Joint meeting of the two TN. 

		[image: ]In preparation for the meeting, TN members are kindly invited to consult:

· The instructions for the world café session presented in the following section of this background note.

· The draft position paper on ‘no more real costs in post 2027’ (see background document 1.1.1).

· The draft road map model for ‘no more real costs in post 2027’ (see background document 1.1.2).

· The draft road map model for ‘developing result-based programmes in post 2027’ (see background document 1.1.3).



TN members are also invited to reflect on how to address the discussion points in Annex I.










[bookmark: _Instructions_for_the][bookmark: _Toc97303925][bookmark: _Toc148008509][bookmark: _Toc169184749]Instructions for the world café session

At the Joint meeting of the TNs, participants will be invited to discuss in a world café (session 1.2 of the meeting agenda) around two draft road map models:

A. Draft road map model for ‘no more real costs in post 2027’

B. Draft road map model for ‘developing result-based programmes in post 2027’

In particular, for each road map participants will be invited to address the discussion points presented in Annex I.

The purpose of the world café is to collect insights and proposals on the two draft road map models and to enhance simplification in post 2027.

The world café will be organised as follows: 

· The world café is built around the 2 road maps: A ‘no more real costs’ and B ‘developing result-based programmes’.

· Participants will be divided into 18 groups. The composition of the groups will be circulated before the meeting. 

· All groups will have the opportunity to discuss about the 2 road maps. The road map models will be discussed by the groups in 2 parallel rounds. Approximately 35-40 minutes will be available for each round. 

· The discussion will be supported by 18 facilitators (nine for each road map). The facilitators will join the groups to introduce the road map and the relevant discussion points presented in Annex I and to collect insights and proposals from the groups. At the end of the first round, the facilitators will rotate and will join another table. By the end of the world café session, each facilitator should have joined 2 tables. 

· The schedule for the rounds of discussion, indicating the road map that will be addressed by each group in each round, is presented in Table 1 .

The outcomes of the world café session (i.e. insights and proposals identified by the groups and collected by the facilitators) will be reported back and discussed in plenary in session 1.3 of the meeting agenda – from 14:00 to 15:15 of Day 1. The plenary session will serve to validate the main proposals identified by TN members on the two draft road map models and to enhance simplification in post 2027.



[bookmark: _Annex_1_–] 
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[bookmark: _Annex_1_–_1][bookmark: Table]Table 1 - Schedule for the rounds of discussions

		Group

		First round

11:30 - 12:10

		Second round

12:10 - 12:45

		

		Group

		First round

11:30 - 12:10

		Second round

12:10 - 12:45



		1

		Road map A

No more real costs

Gerard Slotema (NL)

		Road map B

Developing result-based programmes

Patricia Borges (PT)

		

		10

		Road map B

Developing result-based programmes

Stavri Ttofa (CY)

		Road map A

No more real costs

Laura Girlevičienė (LT)



		2

		Road map B

Developing result-based programmes

Patricia Borges (PT)

		Road map A

No more real costs

Gerard Slotema (NL)

		

		11

		Road map A

No more real costs

Teja Florjančič (SI)

		Road map B

Developing result-based programmes

Barbara Woszczyk-Kępińska (PL)



		3

		Road map A

No more real costs

Goran Zakanji (HR)

		Road map B

Developing result-based programmes

Agnese Abula (LV)

		

		12

		Road map B

Developing result-based programmes

Barbara Woszczyk-Kępińska (PL)

		Road map A

No more real costs

Teja Florjančič (SI)



		4

		Road map B

Developing result-based programmes

Agnese Abula (LV)

		Road map A

No more real costs

Goran Zakanji (HR)

		

		13

		Road map A

No more real costs

Alina Kvietkauskienė (LT)

		Road map B

Developing result-based programmes

Suzana Chiriac (RO)



		5

		Road map A

No more real costs

Sari Orava (FI)

		Road map B

Developing result-based programmes

Joana do Ó (PT)

		

		14

		Road map B

Developing result-based programmes

Suzana Chiriac (RO)

		Road map A

No more real costs

Alina Kvietkauskienė (LT)



		6

		Road map B

Developing result-based programmes

Joana do Ó (PT)

		Road map A

No more real costs

Sari Orava (FI)

		

		15

		Road map A

No more real costs

An Beirnaert (BE)

		Road map B

Developing result-based programmes

Judit Lakner (HU)



		7

		Road map A

No more real costs

Anu Alber (EE)

		Road map B

Developing result-based programmes

Emily Vanmechelen (BE)

		

		16

		Road map B

Developing result-based programmes

Judit Lakner (HU)

		Road map A

No more real costs

An Beirnaert (BE)



		8

		Road map B

Developing result-based programmes

Emily Vanmechelen (BE)

		Road map A

No more real costs

Anu Alber (EE)

		

		17

		Road map A

No more real costs

Maria Preventa (EL)

		Road map B

Developing result-based programmes

Maria Constantinou (CY)



		9

		Road map A

No more real costs

Laura Girlevičienė (LT)

		Road map B

Developing result-based programmes

Stavri Ttofa (CY)

		

		18

		Road map B

Developing result-based programmes

Maria Constantinou (CY)

		Road map A

No more real costs

Maria Preventa (EL)





 

[bookmark: _Annex_I_–][bookmark: _Toc148008510][bookmark: _Toc169184750][bookmark: _Toc47440330]Annex I – Discussion points for the world café

		Road map

		Discussion points for the world café



		A. Draft road map model for ‘no more real costs in post 2027’

		Looking at the draft road map model for ‘no more real costs in post 2027’ (see background document 1.1.2) TN members are invited to provide suggestions on how to further develop the document:

1. What key information should be added (are there any missing sections or key points that should be included)?

2. What key information should be clarified / revised (are there any key points that are unclear or not relevant)?



		B. Draft road map model for ‘developing result-based programmes in post 2027’

		Looking at the draft road map model for ‘developing result-based programmes in post 2027’ (see background document 1.1.3) TN members are invited to provide suggestions on how to further develop the document:

1. What key information should be added (are there any missing sections or key points that should be included)?

2. What key information should be clarified / revised (are there any key points that are unclear or not relevant)?







[bookmark: _Annex_II_–]
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[bookmark: _Toc132563673][bookmark: _Toc169071768]Introduction

At the Joint meeting of the ESF and DG REGIO Transnational Networks (TNs) on Simplification, that will be held in Brussels on 20 and 21 June 2024, three sessions will be dedicated to ‘Audit’:

· Session 2.1 – Sharing of audit experience: introducing the discussion on audit and sharing of audit experience from Cohesion policy and the Recovery and Resilience Facility (RRF).

· Session 2.2 – Group discussion: participants discuss in groups about the main questions around audit.

· [bookmark: _Toc97303925][bookmark: _Toc118621550]Session 2.3 – Panel discussion: outcomes of group discussions are addressed in plenary, within a panel discussion with representatives of the REGIO-EMPL Joint Audit Directorate for Cohesion and TN members.

In preparation for the meeting, TN members are kindly invited to consult:

· The instructions for group and panel discussions (sessions 2.2 and 2.3) presented in this note, together with the template to report back on the outcomes of group discussions.

· 


[bookmark: _Toc132563675][bookmark: _Toc169071769]Instructions and template for group and panel discussions

At the Joint meeting of the TNs, participants will be invited to discuss in groups (session 2.2 of the meeting agenda) about the main questions around audit.

In the subsequent session 2.3, the outcomes of the group discussions will be addressed, in plenary, within a panel discussion with representatives of the REGIO-EMPL Joint Audit Directorate for Cohesion and TN Members.

Rationale and functioning of group discussions (session 2.2)

The rationale of the session is to:

· identify key questions relevant for audit of simplification measures (SCOs, FNLC or any other simplification measure) in ESF+ and ERDF/CF/JTF programmes to be addressed by representatives of the European Commission.

Group discussions in session 2.2 (on 20 June), will be organised as follows: 

I. Starting group discussions – at 16.00 participants will be invited to start discussing in groups. The composition of the groups will be provided before the meeting.

II. Appointing the group rapporteur – the first task for the group is to appoint one rapporteur who will be invited to collect and report back on the key outcomes of the discussion.

III. Carrying out discussions: 

· Based on the contents shared in session 2.1, TN members are invited by the rapporteur to share their questions around the audit approach to simplification measures.

· The rapporteur takes note of questions using the template for reporting back on outcomes of session 2.2 (see Annex 1). 

IV. Returning the template to the Coordinator of the TNs – at 16:30, group rapporteurs will be invited to return the templates by e-mail to the TNs coordinator: lucasantin.eu@gmail.com.   

Follow-up: reporting back and panel discussion (session 2.3)

Taking into account the information provided in the templates, in session 2.3 (from 16.55 to 17:30), the outcomes of group discussions will be addressed within a panel discussion with representatives of the REGIO-EMPL Joint Audit Directorate for Cohesion and TN members. 
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Joint meeting of the ESF and DG REGIO Transnational Networks on Simplification 

Session 2.2 – Group discussion

Group N. _ (please indicate the number of your group) _

Taking into account the contents shared in session 2.1, and the priority issues that should be addressed around audit of simplification measures in your Member State, please address the question below.

Q.1 Questions for the European Commission.

What questions, relevant for audit of simplification measures (SCOs, FNLC or any other simplification measure) in ESF+ and ERDF/CF/JTF programmes would you like to address to representatives of the European Commission? Please indicate your questions in the table below (in order of priority).



		Questions on audit of simplification measures 



		First question (priority question):  __________________



		Second question: ___________________



		Third question: ____________________



		……………….



		……………….
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		AA

		Audit Authority



		AFCOS

		Anti-fraud coordination service



		CB

		Coordinating Body



		CoP 

		Community of practices



		COSO

		Committee of Sponsoring Organizations



		CPR

		Common Provisions Regulation 



		DAC

		Joint Audit Directorate for Cohesion



		DG

		Directorate General



		EC

		European Commission



		ECA

		European Court of Auditors



		ESF 

		European Social Fund



		EU

		European Union



		FB

		Final Beneficiary



		FNLC

		Financing not linked to costs



		GDPR

		General Data Protection Regulation



		HR

		Human Resources



		IB

		Intermediate body



		ISA

		International Standard on Auditing



		ISO

		International Organization for Standardization



		IT

		Information Technology



		MA

		Managing Authority



		MCS

		Management and Control System



		MS

		Member State



		NGO

		Non-governmental organisations



		OP

		Operational Programme



		OTS

		On-the-spot



		PC

		Payment Claim (from Beneficiary)



		PP

		Public Procurement



		PrP

		(2014-2020 or 2021-2027) Programming period



		RBMV

		Risk Based Management Verifications



		RTER

		Residual Total Error Rate



		SCOs

		Simplified cost options



		TN

		Thematic Network (on simplification)
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[bookmark: _Toc153886521]Basic concepts and definitions



		Control risk

		Risk that controls are not effective



		External factors

		External factors are elements that exist outside of MA/IB environment that can affect MA/IB operations



		Inherent risk

		Amount of risk that exists in the absence of controls (before implementing any risk reduction/protective measures). It is inherent to the nature of Beneficiary functions, project or expenditures



		Detection risk

		Detection risk is the risk that the Audit Authority fails to detect material misstatements that exist in the accounts



		Mandatory items

		Items that will have to be checked by MA based on specific national rules or managerial decisions 



		Material items

		Material items are expenditure items with high importance/significance of an amount.



		Mitigating measure

		Actions or controls which reduce risk



		Peer-to-Peer

		Peer-to-Peer scheme enables staff of programme authorities and other public bodies to meet and exchange knowledge and good practice on both a bilateral and multilateral level



		Professional judgment (ISA 200)

		The application of relevant training, knowledge and experience, within the context provided by auditing, accounting and ethical standards, in making informed decisions about the courses of action that are appropriate in the circumstances of the audit engagement.

Professional judgment is to be used in all key decisions regarding the conduct of the risk assessment and verifications.



		Recommendation paper

		A recommendation paper is prepared to present MSs RBMV approaches and recommend the possible actions based on experience of TN members.



		Reflection paper

		Reflection paper expresses the views of the Commission services on Risk based management verifications under Article 74(2) CPR 2021-2027 and does not commit the European Commission. It aims to offer a better understanding of the new approach in risk-based management verifications by providing examples and best practices



		Residual risk

		Residual risk is the amount of risk that remains after controls are accounted for



		Risk

		Risk is the event which can potentially jeopardize the project and/or lead to errors or irregularities



		Risk appetite

		Acceptable level of risk to MA. Best described as the amount of different types of risk an organisation is willing to accept to achieve its objectives and before any action is determined to be necessary in order to reduce the risk. 

ISO Guide 73:2009 Risk Management – Vocabulary defines risk appetite as the “amount and type of risk that an organization is willing to pursue or retain



		Risk assessment

		Overall process comprising a risk analysis and a risk evaluation



		Risk factors

		Measurable characteristics of risks that can combine the analysis of risks, consequences, and controls all at once into conceptual attributes to allow risk to be more easily measured



		Risk object/level

		Represents the level or the object the risk assessment will be applied to (e.g. level of payment claim, beneficiary, project…)



		Risk universe

		Structured list of risks that MAs might be faced



		Tone at the top

		Tone at the top is used to define the management leadership and support as well as commitment to being honest and ethical














[bookmark: _Toc153886522]Introduction 

The concept and content of this recommendation paper on risk based management verifications (RBMV) were designed by the ESF CoP RBM, which builds on the work of the ESF TN on Simplification.  

The Recommendation Paper analyses each step of RBMV methodology development and collects possible solutions and recommendations based on practices and experiences of MSs discussed in TN meetings and provided inputs on group discussions. 

TN members contributing to the development of this paper include representatives of ESF MAs and AAs, as well as DG EMPL. 

Purpose of this document and target audience

This recommendation paper is intended to be an information reference and its use is not mandatory. Practical implementation of RBMV should be tailored to individual MAs (or IBs if management verifications are delegated to them) and MSs environment. Authorities are encouraged to progressively develop more sophisticated methodologies as their risk management maturity level increases.

The paper is primarily aimed at representatives of ESF+ authorities and stakeholders with little or no experience in RBMV design, as well as authorities from other EU funds and programmes.

Duplication of information with the Commission’s reflection paper[footnoteRef:2] is intentionally avoided and this paper can be read as its complement.  [2:  Reflection paper on ‘Risk based management verifications – Article 74(2) CPR 2021-2027’. European Commission (2023)] 


Structure of the document 

The structure of the document is based on a logical order, describing and discussing steps in preparation and execution of management verifications within the continuous verification cycle. We believe such approach will help the readers/practitioners to understand the cause and the effect of every step and thereby allow them to step back and understand better the "big picture" of the entire process.

In particular, the document is structured in 12 main sections. The sections are articulated in sub-sections, each dedicated to a specific recommendation, (e.g., section 1 includes eight recommendations, presented in sub-sections 1.1 to 1.8). In total 41 recommendations are presented. 

Approach

The paper summarizes main considerations, questions, tips and recommendations validated by CoP RBM members.  It does not constitute additional requirements or interpretation of legal provisions.

Regulation and frameworks

According to Article 74 (2) of the Common Provisions Regulation (‘CPR’), management verifications shall be risk-based and proportionate to the risks identified ex-ante and in writing and carried out before submission of the accounts.

Recital 62 of the CPR mentions that the frequency, scope and coverage of management verifications should be based on a risk assessment that takes into account factors such as the number, type, size and content of operations implemented, the beneficiaries as well as the level of the risk identified by previous management verifications and audits.

There are different risk management frameworks to use as a reference, COSO and ISO being the most used:

· COSO Enterprise Risk Management – Integrated Framework[footnoteRef:3] [3:  https://www.coso.org/] 


· ISO 31000:2018 Risk management — Guidelines[footnoteRef:4] [4:  https://www.iso.org/obp/ui/#iso:std:iso:31000:ed-2:v1:en] 


Risk management is already embedded in certain MSs practices being the mandatory requirement for Public Internal Control systems or informally in certain other countries[footnoteRef:5]). However, the application of a risk based management verification approach also has to be in line with national rules such as budget law. [5:  Compendium of the public internal control systems in the EU MS 2014 https://op.europa.eu/en/publication-detail/-/publication/f5d1aca3-f349-11e6-8a35-01aa75ed71a1/language-en/format-PDF/source-190639133] 


[bookmark: _Toc138775424][bookmark: _Toc138775425][bookmark: _Toc138775426][bookmark: _Toc138775486][bookmark: _Toc138775487][bookmark: _Toc138775488][bookmark: _Toc153886523]INITIAL CONSIDERATIONS

Before developing a RBMV methodology, Managing Authorities should take into account the environment in which they operate, particularly the MA overall objectives, degree of changes in comparison to the previous programming period (14-20), potential obstacles to the development of the methodology and their effect on the day-to-day operations. 

It is also important to understand the principle of proportionality, what does it mean and how does it affect MA work. 

[bookmark: _Toc153886524]Determine whether national rules hinder the possibility of using risk-based approaches 

Although envisaged by the Common Provisions Regulation (CPR), the possibility to use risk-based approaches for management verifications could be hindered by national rules requiring to perform a 100% verification of the expenditure. 

If this is the case, the Member States might consider addressing this issue by and amendment of the national rules to allow the RBMV approach. 

[bookmark: _Toc153886525]Ensure commitment and support from the top in the development

Development of a methodology is typically done on an operational level, by the most skilled and experienced staff. It needs to be clear however that the top management sets the risk appetite, objectives, risk strategy and specific RBMV design and in the end holds an overall accountability for effective and efficient functioning of MCS. 

Management needs to have full information on the pros and cons of the proposed approach in order to set the risk appetite. Furthermore, management must clearly accept the risks of risk management approach and potentially higher error rates.

The main risk in following a risk based approach is the absence of controls of certain items. Irregularities can occur even in the non-risky population, which will not be under management verifications scope. This represents a control risk for the MA, meaning that the MA will not prevent or detect and correct ineligible expenditure in time, before inclusion in the accounts. 

There is also a chance that the Audit Authority will fail to find these errors (e.g. not sampled in the audits of operations) which may lead to Net Financial Corrections under Art 104(1)(b) CPR and reduction of the support from EU Funds. This represents a detection risk.

Another thing to consider is the MA message sent to beneficiaries in case certain items will not be checked. 





[bookmark: _Toc153886526]Analyse whether some verifications are mandatory 

Is there something the MA has to check regardless of risk assessment? 

MA should determine whether some checks can be sampled or dismissed according to national rules or internal rules. Some Member States might require mandatory checks of certain elements or expenditure (e.g. conflict of interest, high value items, public procurement procedure) and it is up to the Member state to decide whether to change the risk appetite or continue with the same approach.

Certain Bodies in MCS will have a lower risk appetite, while some Bodies will have internal rules (e.g. internal rules of the Ministry of Finance) requiring mandatory checks of specific expenditure. Other bodies (such as Coordinating Body or Managing Authority) will influence the IBs methodology by providing guidelines or instructions on development by imposing some mandatory items to be checked or the desired level of coverage of each IB. 

In such cases these Bodies will need to adapt their methodologies. 

[bookmark: _Toc153886527]Assess the degree of changes in comparison to 2014-2020 and its effect 

A RBMV methodology is dominantly judgemental and mainly based on the historical data and experience from the previous programming period. To be up to date and effective it needs to take into consideration the latest information and the envisaged changes in the programming period 2021-2027. Managing Authorities need to gather all relevant information about changes to Management and Control System, new OP measures, new Bodies and their control environment and activities, new procedures and their effect on implementation, new operations, beneficiaries, simplification measures, SCOs, FNLC, IT system and its functionalities etc. 

Such analysis will allow MAs to reach  appropriate conclusions on the appropriate level of risk and the trends.

[bookmark: _Toc153886528]Establish which data to collect and the most appropriate methods and tools for data collection 

The MA may use a variety of available data sources (data from beneficiaries, online databases, government records, publicly available data etc.), different data types and methods of collecting data. The MA must ensure that the collected data is relevant, accurate and coming from reliable sources, is complete, easily and timely collected and has been analysed, free of inconsistencies or duplication (e.g. if multiple databases are used). 

MA should be pragmatic in data collection process and in compliance with specific EU and national provisions (e.g. GDPR provisions when collecting data related to conflict of interest). Data used in the risk analysis should be easily collectable, proportionate to the risks identified, appropriate level of appetite and sufficient to reach specific conclusions. 

There may be brief periods when data is unreliable or not collected (e.g. downtime of databases) and for those scenarios, MA should prepare contingency measures. 

Manual procedures for collection of data are not advisable due to higher possibility of errors and higher administrative burden, MAs should rather focus on automated data collection functions built into IT systems. For that purpose, the development of a RBMV methodology should take into account functionalities of existing or planned IT systems in terms of data collection and possible automatization of process. 

[bookmark: _Toc153886529]Assess the impact of risk based approach to overall organisation

Authorities have built capacities, expertise and allocated resources on exhaustive (100%) verifications of Beneficiary payment claims in previous programming periods. New CPR provisions present a significant change and will surely impact the MAs/IBs responsible for management verifications.  The MAs must determine the magnitude of this impact. 

Some bodies will introduce a new role of risk manager, some will appoint a specific person or teams with adequate expertise for performing risk assessment and some will have just minor adjustments. Extent of verifications will be streamlined in all bodies leading to various changes to the current organisational setup. 

MA should also assess how the risk based approach can be incorporated into day-to-day operations (management tasks of implementing operations as well as daily organisation of MA) and what effect will it have on the overall functioning of the Authorities (is there already someone doing the risk assessment, should resources be transferred to some other areas, would collection of data require integration of some systems, should new IT systems functionalities be developed etc.). 

[bookmark: _Toc153886530]Consider external factors that can influence your RBMV approach

The MA will need to reflect on which different steps and techniques to apply for gathering relevant information on external factor that may have a direct or indirect impact on the process of RBMV.  Since such factor may either benefit or challenge processes in place the MA should monitor external factors in order to minimize negative consequences.

Examples of external factors are:

· MCS rules: MAs or Coordinating Bodies may provide a framework and/or minimum requirements for development of risk based approaches to MA/IBs or there may already be a manual of procedures on specific checks to be performed

· Political factors: Political decision to always check certain items (e.g. high profile projects, state aid, public procurement…)

· Financial factors: Financial factors may be “tightening the belt” on a national level, decreasing costs and number of controls etc. 

· Technological factors: Level of digitalisation and interconnectivity and embedded controls in IT systems can influence RBMV 

· Other stakeholder expectations: Expectations from certain interest groups, sectors, NGOs, public opinion etc.

[bookmark: _Toc153886531]Embed the principle of proportionality in your planned approach

MA should design verifications based on risks and proportionate to the risks. Applying proportionality in management verifications will lead to efforts being focused on where they are most needed and where they will have greatest effect, thus utilising the resources more efficiently. 

But what does “proportionate to the risks” mean?

Proportionality is a fundamental attribute of risk management. If we look at the definitions of principle of proportionality, they describe that the action should not be more severe than is necessary. 

The principle of proportionality is laid down in Article 5(4) of the Treaty on European Union. Under this principle, EU measures:

· must be suitable to achieve the desired end;

· must be necessary to achieve the desired end; and

· must not impose a burden on the individual that is excessive in relation to the objective sought to be achieved (proportionality in the narrow sense).

If we apply this to the risk management focus should be on higher risks rather than lower risks. Risks more likely to occur and with a potentially higher impact should be followed more closely with more (robust) controls in place. This doesn’t mean that lower risks can be ignored, but rather that they should be managed proportionately to their importance to legality and regularity and overall objectives. It may happen also that some risks will be tolerated as the costs of mitigation are too high, presenting the basis for the concept of risk appetite. 

The goal of risk assessment should be to provide sufficient information to Managing Authorities while making risk based decisions. Typically, the higher the level of risk or effect of the consequences, more comprehensive and advanced risk analyses will be needed. The more detailed the analysis, the greater the assurance/confidence and the more certainty in the MA conclusions, but the greater the resources utilised. On the other hand, unreasonably detailed analyses can slow down the entire risk management process significantly. 

When managing the risks the Managing Authorities should also apply a proportionate approach in which the higher the required assurance, the greater the frequency and depth of verifications.

[bookmark: _Toc153886532]OBJECTIVES AS A STARTING POINT IN DEVELOPMENT OF RBMV

Managing Authorities develop their own objectives and align them to those set by the upper levels of the organization (MAs are typically located in the Ministries). Overall objectives of the Body will, therefore, have dominant impact on the MA objectives, subsequently on risk based objectives and will steer the methodology development process. 

[bookmark: _Toc138440044][bookmark: _Toc138440284][bookmark: _Toc138440501][bookmark: _Toc138440595][bookmark: _Toc138440715][bookmark: _Toc138440833][bookmark: _Toc138775499][bookmark: _Toc153886533]Start by understanding the Managing Authority overall objectives 

This step will allow MAs to answer the question: What do we want to achieve? Examples of these objectives defining further steps are presented below. 

[bookmark: _Toc138439973][bookmark: _Toc138440913]Figure 1 Objectives



RBMV methodology will have to cope with the objectives set on a higher level. 

[bookmark: _Toc153886534]Define objectives of risk based approach

Having a clear set of objectives in the development of RBMV methodology will provide a clear direction, including what to focus on and how to get there. Also, they will provide a set of benchmarks for evaluation, prioritization of tasks, and a way to track progress and keep us accountable. They will also send a clear message to all employees on what are we actually trying to achieve. 

Recommendations for setting the objectives of RBMV methodology development can be:

· Ensure Compliance with 21-27 regulation (risk based, proportionality, TER below specific %, all necessary elements included)

· Avoid some risks entirely, specific risk appetite

· Integrate RBMV into day-to-day MA functioning /operations

· Use only reliable historical information from 14-20 (from project, audits, implementation and evaluation reports, accounts and professional judgment for 21-27) and avoiding assumptions

· Use information for risk assessment already collected by the system (e.g. evaluation information) or information easily collected 

· Keep the RBMV methodology as simple as possible (e.g. not to have more than 2 levels of risk assessment)

· Tailor the methodology to the specifics of our environment (OP, operations, payment claims, expenditure, historical information and plans)

· Develop of minimum or detailed requirements for verification and subsequent actions 

· Reduce administrative costs and burden (e.g. opting for conservative approach with higher coverage at the start of PrP which is lowered over time; verifying only risky items or complement it with random sampling; reallocation of human resources to risky items).

[bookmark: _Toc138440047][bookmark: _Toc138440287][bookmark: _Toc138440504][bookmark: _Toc138440598][bookmark: _Toc138440718][bookmark: _Toc138440836][bookmark: _Toc138775502][bookmark: _Toc153886535]Be transparent - Inform all stakeholders about main benefits and effects. Ensure their commitment and appropriate tone at the top

MA management and policy makers should be aware of the RBMV benefits and effects and provide support in the development and application of RBMV methodology. MA sets the tone at the top, guiding values and ethical climate as the foundation on which RBMV should be built.

		Benefits of RBMV

		RBMV Effects (positive and negative)



		Decreased workload

		Streamlining the controls



		Faster payments to the beneficiaries

		Conscious violations by beneficiaries might increase



		Still verifying the risky items

		Some items will not be verified. Some risks have remained undetected or have been assessed too low



		Cost effective controls 

		Potentially higher error rates



		Reallocation of available resources 

		No approximation of the error rate in the population if random sampling is not used



		Efficient use of resources

		Uncertainty about effectiveness of new RB approach





[bookmark: _Toc153886536]Consult AA and IBs while designing the risk-based methodology

As a good practice, the MA should inform the AA about their risk assessment in order to have a mutual understanding and enhance the quality of the MA’s risk-based approach. 

Auditors have been using a risk based approach for system audits in the past programming periods and they have the knowledge that can be beneficial to MAs and IBs.  

Another benefit of including AAs in the process is the significant reduction of the risks to MA to receive comments/observations from the AA during implementation of the risk based system. It is worth mentioning that setting up the system is the full responsibility of the MA.

The AAs can provide valuable insights and recommendations before verifications start. In case a methodology has weaknesses, the MAs will not have to redo some checks. 

Also, we are encouraging AAs to share the information about their risks to MAs to facilitate the process of risk identification. 

We would also recommend the need for enhanced coordination at programme level. In some cases, a lack of communication/coordination could be observed also between MAs and IBs. The MA shall ensure coordination and consistency of risk-based approaches under the programme.
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Primary favourable effect of risk based approach is the efficient use of resources, better focus and targeting of controls and lower administrative burden. Resources spent on exhaustive (100%) controls where every expenditure item is verified for every potential irregularity are not necessarily more effective in reducing total error rates than systems that apply risk assessments and sampling. 

The objective is to spend administrative resources wisely and to focus our efforts towards those areas that generate actual risks (See graph 1). This would lead to reduced time needed for management verification and the reallocation of resources now being available (e.g. verification officers) to other MA priorities (e.g. projects where the audit identified deficiencies despite MA performed controls, other tasks…). 

Let’s try and explain benefits of RBMV on this oversimplified graph.
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At the start of verification process items will be classified and the MA will focus its checks on the most risky items (for the purpose of simplification let’s assume these are only high risk items). The focus and the resources will be engaged on the high risk items and the benefit of verification of such items will be the highest. If however, MA does not verify all high risks and reach the point of high risk appetite (first red dot on the graph), MA extent of verifications can be considered as not high enough and ineffective as MA will not sample and verify all risky items. This is the first block on the picture called “Insufficient risk sample”.

Second block “Optimal risk sample” marked as green, is between the MA High risk appetite and MA Low risk appetite. In this block the benefit of additional verifications already starts to slowly diminish. Additional MA verifications would create lower benefit to MA than in the first block. For the purpose of simplification let’s consider that in this area MA verifies items classified with medium risk. All the high risks are already covered and the resources are engaged on medium risks. Even between the medium risks, some risks are more risky (with higher risk score) and they will be verified first, leading to the slightly diminished benefit to MA at the start of this block. However, as the verifications continues less and less risky items will be selected leading to more diminished benefit of every additional selected item.

In this block the risky items will be selected and the MA objectives (in case of effective and efficient use of resources) will be achieved, and therefore we consider it optimal. This is also the block in which the extent of management verifications can be considered proportionate (see recommendation in sub-section 1.8). MAs with higher risk appetite will only cover high risks, while the MAs with low risk appetite will not accept medium risks and they will cover them also.

In the 3rd block “Excessive risk sample” the Managing Authority verifies low risk items. This adds no or very low benefit to MA objectives, as seen on the almost parallel blue line. All risky items are already checked in previous blocks and verifications in this block are not effective and/or efficient. Resources are wasted and money, time and trouble involved are disproportionate to the benefit gained. It can even happen that the costs of verification can be significantly higher than the verified costs itself. 

[bookmark: _Toc138440052][bookmark: _Toc138440292][bookmark: _Toc138440509][bookmark: _Toc138440603][bookmark: _Toc138440723][bookmark: _Toc138440841][bookmark: _Toc138775507][bookmark: _Toc153886538]Promote e-Cohesion and develop IT system for automatic risk assessment

Another recommendation is the promotion of e-Cohesion facilitating simplified data collection and processing and secure exchange of documents between Beneficiaries, MA and AA. Electronic systems should be able to collect all necessary data for risk assessment and run risk assessment automatically and perform certain automatic verifications.

MAs should consider what data IT systems already collect and what additional data could be collected, as well as possible integrations of systems and exchange of data between different national and/or regional authorities. This could significantly facilitate the risk assessment process. 

As a good example, some Member States are setting up IT systems based on artificial intelligence allowing automatic controls and continuous management verifications and audit (expenditures are checked as soon as they are incurred and submitted to the MA).

Member states need to clearly define what data will be uploaded by the Beneficiary in the IT system of MA. Where a MA requests Beneficiaries to only upload data from the risk sample, beneficiaries know what will be verified and what not.

Full data upload would allow for complete audit trail in the entire retention period, going beyond the sample, and easier retrieval of data in case of third party queries such as SAI, ECA, OLAF, DAC, AA etc. It would also give the MA a complete control over data stored and backed up on their systems. 

The alternative would be to rely on Beneficiary systems and their continuity of operations. Such reliance would require additional activities from MA side (such as checking capacity of Beneficiary and resources to ensure retention of data). 

The downside of full data upload can be seen in the additional costs of MA data storage, backup and maintenance as well as additional staff (both Beneficiary and MA) workload in case some actions are not fully digitalised.



[bookmark: _Toc138440054][bookmark: _Toc138440294][bookmark: _Toc138440511][bookmark: _Toc138440605][bookmark: _Toc138440725][bookmark: _Toc138440843][bookmark: _Toc138775509][bookmark: _Toc153886539]Train staff on risk management

Some MAs/IBs have not been practicing risk based approach and they therefore lack a certain degree of experience and institutional knowledge in setting up RB methodology. It is therefore recommended that MAs and IBs implement capacity building measures to mitigate this issue (focused staff training, coaching, open dialogue with the Audit Authority (‘AA’), peer-to-peer, use of specialized tools, etc.).

Trainings, discussions on risks and risk based approach will create another benefit to MAs as they will embed risk culture in their mindsets and behavioural norms. 

[bookmark: _Toc138440056][bookmark: _Toc138440296][bookmark: _Toc138440513][bookmark: _Toc138440607][bookmark: _Toc138440727][bookmark: _Toc138440845][bookmark: _Toc138775511][bookmark: _Toc153886540]Seek out external support (if applicable)

Dependant on the level of experience and available resources, there is always the possibility of employing external parties. This option should be considered for capacity building as well as preparing the RBMV methodology. In cases where methodologies require certain measures which the MA cannot provide (e.g., knowledge of a specific field vital for setting up the methodology, data collection, analysis and/or evaluation, marker research), these could be supplemented through independent contractors. 

However, it should be noted that the MA is ultimately responsible (and accountable) for setting up and carrying out the RBMV.

Companies on the market may also be consulted for setting up the risk methodology, however the professional judgment applied and the overall responsibility must remain with MA. In case of third party development MA must eventually become proficient in carrying out a risk assessment.

[bookmark: _Toc153886541]RISK BASED METHODOLOGY – CONTENT, KEY ROLES AND MAIN STEPS

[bookmark: _Toc153886542]Draft the content of RBMV methodology with all necessary elements

MA should develop and document RBMV methodology in the following way:

· prepare it ex-ante and in writing 

· define object of risk assessment (risk assessment can be performed on one or more objects depending on the MA judgement)

· explain the proportionality of verifications to the types/levels of risks

· explain use of risks or risk factors for the selection of objects (operations / projects / payment claims / transactions)

· define risk appetite and mandatory items for checks

· define risk assessment scoring methodology (whether weightings will be used) 

· define frequency of risk assessment

· define scope of management verifications

· define minimum coverage if applicable 

· add reference to Administrative and OTS verification plan

· explain how to document the work done

· define conditions for extension of sample, if applicable

· define subsequent actions depending on the results

· define conditions for revision of methodology (previous results, AA/ECA/DAC findings and external factors impacting the implementation e.g. potential conflicts of interest, media info…)

If some of these elements are already mentioned in other documents, the reference would suffice.

[bookmark: _Toc138440060][bookmark: _Toc138440300][bookmark: _Toc138440517][bookmark: _Toc138440611][bookmark: _Toc138440731][bookmark: _Toc138440849][bookmark: _Toc138775515][bookmark: _Toc153886543]Understand and define roles and responsibilities

Roles and responsibilities in RBMV development should be clearly set with independence in mind. 

		MA roles

		AA roles



		

		Standard roles of AA in risk based process



		Setting up appropriate structures and processes for identification, assessment, reporting and monitoring of risks (both in MA and IBs)

		Assessing whether the development of RBMV methodology included all necessary elements (emerging risks, results of verifications and audits etc.)



		Defining and setting MA and RBMV objectives 

		Confirming that key risks are identified, properly assessed and addressed



		Defining the risk universe

		Assessing the design of RBMV approach



		Setting the risk appetite for MA and IBs

		Assessing whether RBMV is correctly applied in practice and is effective



		Ensuring capacities (knowledge, staff, tools) in MA and IBs

		Assessing the adequacy of audit trail



		Accountability for the entire risk management process

		Assessing RBMV results, conclusion and treatment of errors 



		Ensuring the correct application of RBMV methodology  

		Assessing the impact of the implementation of the RBMV approach to the global error rate and residual error rate



		Promptly RBMV methodology revision based on the error rates provided by the AA

		Legitimate AA roles, but be careful not to jeopardize independence



		Periodical updates to the methodology and communication to MCS Bodies

		Coaching MA on RBMV



		Providing direction and resources to IB (training, tools, meetings)

		Participation in national workgroup(s) for development and RBMV implementation, support in risk identification and selection of RBMV design 



		Supervision of IB compliance with the developed methodology and monitoring the treatment of risks

		



		Ensuring appropriate audit trail for setting up RBMV methodology

		





We need to also distinguish roles within Managing Authority (applicable to IBs also)

		Roles within MA

		Responsibilities



		Risk manager

		Responsible for coordination of risk management in the Authority. The duties typically include: 

· Organisation of risk management meetings on the level of Authority or MCS 

· Implementation of prompt and most effective remedial actions for reduction of risks in cooperation with stakeholders

· Contact point for risk related issues

· Compliance with the Risk Management Strategy (if applicable)

· Identification of risks and/or analysis in cooperation with stakeholders 

· Documents the risk (e.g. risk register)

· ensure that there is a culture of risk awareness in its institution

· Prepares action plans for mitigation of critical risks



		Process owners 

		Process owners such as heads of functional units: finance, programming, verifications, legal, IT, procurement and others are accountable for effective and efficient process, and delivering outcomes as required.

Process owners are well familiar with the risks in their domain and they are included in risk identification and assessment



		Management

		Management sets the risk appetite and establishes risk management structures, ensures capacities and accountability and defines general approach of risk management (what risk response to take).



		Internal audit

		The main role of internal audit in risk management is assessing and monitoring risks that Authority faces and providing recommendations for appropriate risk mitigation controls. 



		Verification officers

		With their verification experience and knowledge verification officers help in all stages of risk management process, especially in the risk prevention, establishment of controls, risk identification and assessment





[bookmark: _Hlk112002759]Role (e.g. Risk manager role) can be understood either as a standalone role or role attributed to some specific individual in addition to his/her current role.
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[bookmark: _Toc153886544]Define steps in risk based verifications

[bookmark: _Toc138439975][bookmark: _Toc138440915]Figure 3 Risk based verifications steps

[image: ]



· Adapting the methodology to the current circumstances 

· Update based on AA audits, MV results, external factors, changes in EU and/or national legislation, other information













[bookmark: _Toc153886545]Consider the following approaches and coverages in administrative verifications[footnoteRef:6] [6:  It should be noted that chosen thresholds should be based on analysis or in some other way corroborated ] 


(Examples on the level of payment claim or project)

		Simplest approach – selection of just risky items

		

		Selection of mandatory items and risky items



				Items

		Selection

		Coverage



		Risky items

		Risk assessment

		100%



		Non risky items

		Risk assessment

		0%







		

				Items

		Selection

		Coverage



		Mandatory items 

		No risk assessment performed, in accordance with objectives

		100%



		Risky items

		Risk assessment

		100%



		Non risky items

		Risk assessment

		0%









		

		

		



		Risk based sampling complemented with random sampling (random sampling is used just for additional assurance)

		

		Risk based sample complemented with additional risky items (e.g. unusual items, suspicion on fraud, other info)



				Items

		Selection

		Coverage



		Risky items

		Risk assessment

		100%



		Non risky items

		Random sampling

		20% of non risky items







		

				Items

		Selection

		Coverage



		Risky items

		Risk assessment

		100%



		Complementary risky items

		Complementary RB sampling based on professional judgement that not all risks are covered with initial risk assessment

		100%



		Non risky items

		Risk assessment

		0%









		

		

		



		Coverage per risk level

		

		Reverse approach (I know what I don’t need to check – i.e. what is not risky, everything else I will check)



				Items

		Selection

		Coverage



		Risky items (high risk)

		Risk assessment

		100%



		Risky items (medium risk)

		Risk assessment

		20% items with highest medium risk score



		Non risky items (low risk)

		Risk assessment

		0%







		

				Items

		Selection

		Coverage



		Non risky items

		Risk assessment

		0%



		Others are considered to be risky items

		-

		100%











		

		

		





Coverage depending on the risk level (balanced approach)

		Items

		Selection

		Coverage



		Higher overall risk (on the level of OP)

		Risk assessment

		Higher overall coverage (e.g. 70% risky items) 



		Lower overall risk

		Risk assessment

		Lower overall coverage (e.g. 30% risky items) 







Coverage decreasing over time

		Items

		Selection

		Coverage 1 year

		Coverage subsequent years



		Risky items (high risk)

		Risk assessment

		100%

		100%



		Risky items (medium risk)

		Risk assessment

		50% items

		20%



		Non risky items (low risk)

		Risk assessment

		10%

		0%







Or combinations…




Examples on level of expenditures: Sampling of expenditures within selected risky item (project or payment claim)

		Full coverage of expenditures from risky item (no risk assessment on the level of expenditures)

		

		Only risky expenditures checked (additional risk assessment needed on the level of expenditure)



				Expenditures

		Selection

		Coverage



		All items

		-

		100%







		

				Expenditures

		Selection

		Coverage



		Risky items

		Risk assessment

		100%



		Non risky items

		Risk assessment

		0%









		

		

		



		Minimal coverage of non-risky items

		

		Full coverage of risky expenditures and only specific checks in remaining items (e.g. application of unit costs)



				Expenditures

		Selection

		Coverage



		Risky items

		Risk assessment

		100%



		Non risky items

		Risk assessment

		20% of non-risky items with the highest risk score







		

				Expenditures

		Selection

		Coverage



		Risky items

		Risk assessment

		100%



		Non risky items

		Risk assessment

		Only specific elements in expenditure









		

		

		



		Risk based sampling complemented with random sampling 

(old 14-20 approach)

		

		MA mandatory checks conflict of interest (zero tolerance)



				Items

		Selection

		Coverage



		Risky items

		Risk assessment

		100%



		Non risky items

		Random sampling

		30% of non-risky items







		

				Items

		Selection

		Coverage



		Mandatory items

		No risk assessment performed, in accordance with objectives

		100%



		Risky items

		Risk assessment

		100%



		Non risky items

		Risk assessment

		0%









		

		

		



		Random selection of expenditures within risky payment claim

		

		



				Expenditures

		Selection

		Coverage



		All items

		Random

		50% items + complementary risky items







		

		Or combinations…



		

		

		











Example of Multilevel (multiple objects) risk based sampling – e.g. if risks arise from specific calls and payment claims

		Level / object

		RB sampling applied

		Items

		Selection

		Coverage



		Priority

		No

		-

		-

		-



		Calls

		Yes

		Risky calls

		Risk assessment on the level of call

		100%



		

		

		Non risky calls

		Risk assessment on another level (Payment claim in this example) 

		N/A



		Project

		No

		-

		-

		-



		Payment claims (from non-risky calls)

		Yes

		Risky payment claim

		Risk assessment of payment claims

		100%



		

		

		Non risky payment claim

		Risk assessment of payment claims

		0%



		Expenditures

		No

		-

		-

		100% expenditure covered from risky calls and risky PCs from remaining calls











[bookmark: _Toc153886546]What should not be considered as Risk based approach 

Although the process of managing risk includes mathematics, statistics, probability, and other quantitative components, it also includes a qualitative component in view of professional judgement and interpretation of historical data. Risk assessment models based purely on mathematics, therefore, cannot be considered as an adequate risk based approach. 

[bookmark: _Toc153886547]Test your newly developed methodology using the data from 14-20 period

Use the data from 14-20 period (payment claims checked 100%), insert it into new methodology and compare the results. 

Outcome of this exercise will answer the question on whether you have tackled the relevant risks with the new approach (are these items selected for your verification)?

MA can also use pilot sample of 21-27 period on real data or perform exercise on the dummy data.

[bookmark: _Toc153886548]Consider the timing of verifications

When preparing the annual administrative verification plan and performing verifications MA should consider the following:

· 80 days deadline

· schedule and types of calls for proposals 

· duration of operations

· project implementation

· reporting dynamics 

· expected receipt of beneficiary payment claims agreed between FB and MA/IB

· deadlines for accounts and management declaration agreed between MA/IB and AA

· consider the different timing of verifications of certain elements e.g. state aid before costs, maybe already in the selection phase; procurements – ex-ante (e.g. before or during procedure)

· complexity of items to check (e.g. procurements and state aid require more time, so start with those PCs first)

· national specifics

[bookmark: _Toc153886549]Determine the coverage of verifications 

· No specific answer to this question (verifications should be proportionate to the risks but what is proportionate?)

· MA may set judgmental (professional judgment) minimum coverage for objects, expressed in terms of number of items and/or percentage of expenditure (sample would typically include risky items + additional items to reach desired minimum coverage) 

· tip: if the minimum coverage of additional/non-risky PCs is set to 20% of total PC and the total number of PC is not known, take every 5th non-risky PC 

· or complementary selecting high value PCs to reach desired verified amount % in every batch of received PCs

· or select PC with the highest risk score which were not initially selected

· Approach can be based on thresholds depending on risk scores (e.g. covering only high risks or risks above certain score)

· Consider covering items not submitted in logical order (e.g. initial expenditures claimed at the end of project), unusual items, items negatively discussed in media etc.

· Consider covering some items ex ante and not include them into standard risk assessment process (e.g. some elements of public procurements such as discriminatory provision in tender dossier; if this ex-ante review covers all the risks there is no need for additional ex-post review). 

However

· Material items should be covered (in terms of high amounts)

· Items identified as risky (e.g. high risk/medium risk)

· Mandatory items should be covered

· Same type of items with previous errors identified should be considered risky and included in the scope of verification

· Items under suspicion of fraud or corruption should be covered (including items identified by whistle-blowers in Beneficiary)

· 


[bookmark: _Toc153886550]ON-THE-SPOT CHECKS 

[bookmark: _Toc153886551]Consider the following questions before development of OTS methodology

· were there any issues identified in previous OTS checks (including 14-20 PP)

· has MCS imposed remote audit trail (e.g. via IT systems)

· is there some specific type of errors identified only with OTS checks (e.g. visibility, delivery of products, double financing, existence of employees, participants)

· what Body reviewed the project before (can I rely on the results – see picture in chapter 6)

· are the risks the same as for administrative verification (to reuse the risk assessment results)

· can the OTS risk assessment be topped up on administrative verification risk assessment (from sampled risky objects in administrative verification selecting the risky ones according to OTS risk assessment), or should OTS risk assessment start separately 



[bookmark: _Toc153886552]Consider the following OTS risk factors

		Availability and reliability of remote audit trail

		Type of project



		Tangibility of deliverables/outputs

		Project budget



		Status of implementation (well under way, almost completed)

		Type of beneficiaries (legal entity and organizational type)



		Respect of project schedule and identified problems in delivery of tangible outputs

		Beneficiary capacity 



		Other Bodies performing oversights, supervision or similar

		Beneficiary experience: number of projects implemented 



		Types of expenditure in the project

		Beneficiary error history



		Unusual expenditures identified during administrative checks

		Projects with high amounts or frequency of errors (identified by administrative checks, by AA/EC, ECA)



		Expenditure containing specific mandatory items always checked on OTS (e.g. specific equipment, works)

		Information from media, complains from third persons



		Risk score in the ARACHNE

		…










[bookmark: _Toc153886553]Consider the following OTS approaches



		Separate OTS risk assessment. Additional OTS risk assessment needed on the level of expenditure

		

		Selection of risky items for OTS using the results of Administrative verification risk assessment



				Items

		Selection

		Coverage



		Risky items

		OTS Risk assessment

		100%



		Non risky items

		OTS Risk assessment

		0%







		

				Items

		Selection

		Coverage



		Risky items 

		Risk assessment in admin verification 

		-



		Risky items (*selected out of risky items above)

		OTS Risk assessment

		100%



		Non risky items*

		OTS Risk assessment

		0%









		



		

		



		Selection on the level of expenditures (only risky expenditures checked)

		

		Selection on the level of expenditures (risky expenditures checked and specific checks on remaining items e.g. consistency of scanned docs with original documentation)



				Expenditures

		Selection

		Coverage



		Risky items

		OTS Risk assessment

		100%



		Non risky items

		OTS Risk assessment

		0%







		

				Expenditures

		Selection

		Coverage



		Risky items

		OTS Risk assessment

		100%



		Non risky items

		OTS Risk assessment

		Only specific elements 









		

		

		








[bookmark: _Toc153886554]RISK IDENTIFICATION 

		Risk identification techniques and data for consideration



		Results of management verifications

		Questionnaires to MCS



		Audit reports (Internal audit, AA, EC, ECA…)

		Brainstorming within MCS



		Reports from other bodies (inspection, budgetary supervision, oversight)

		Sector or peer benchmarking (with other MAs)



		Review of internal documents (manuals, statistics, implementation reports…)

		Root cause analysis (especially of errors)



		Risk alert forms/Whistleblower policy

		SWOT analysis 



		Risk management workshops

		Media reports and commentary



		Process mapping 

		Reported incidents and/or complaints



		ARACHNE

		





[bookmark: _Toc138440072][bookmark: _Toc138440312][bookmark: _Toc138440529][bookmark: _Toc138440623][bookmark: _Toc138440743][bookmark: _Toc138440861][bookmark: _Toc138775528][bookmark: _Toc153886555]Risk identification tips:

· identify as much relevant risks as possible at start and afterwards structure it using the techniques listed above

· use the latest and the most relevant data you have (results of management verifications, audit reports, selection of operations, project reports, corrections, typology of errors etc.)

· involve most experienced people in identification process (e.g. process owners)

· consider would it be easier to use risk factors in risk assessment rather than risks

· include risk regardless whether they are “under your control”

· consider not just the primary impact, but also the cumulative impact on EU funds

· use top down and bottom up approach

[bookmark: _Toc138440074][bookmark: _Toc138440314][bookmark: _Toc138440531][bookmark: _Toc138440625][bookmark: _Toc138440745][bookmark: _Toc138440863][bookmark: _Toc138775530][bookmark: _Toc138440075][bookmark: _Toc138440315][bookmark: _Toc138440532][bookmark: _Toc138440626][bookmark: _Toc138440746][bookmark: _Toc138440864][bookmark: _Toc138775531][bookmark: _Toc138440076][bookmark: _Toc138440316][bookmark: _Toc138440533][bookmark: _Toc138440627][bookmark: _Toc138440747][bookmark: _Toc138440865][bookmark: _Toc138775532][bookmark: _Toc138440077][bookmark: _Toc138440317][bookmark: _Toc138440534][bookmark: _Toc138440628][bookmark: _Toc138440748][bookmark: _Toc138440866][bookmark: _Toc138775533][bookmark: _Toc138440078][bookmark: _Toc138440318][bookmark: _Toc138440535][bookmark: _Toc138440629][bookmark: _Toc138440749][bookmark: _Toc138440867][bookmark: _Toc138775534][bookmark: _Toc138440079][bookmark: _Toc138440319][bookmark: _Toc138440536][bookmark: _Toc138440630][bookmark: _Toc138440750][bookmark: _Toc138440868][bookmark: _Toc138775535][bookmark: _Toc138440080][bookmark: _Toc138440320][bookmark: _Toc138440537][bookmark: _Toc138440631][bookmark: _Toc138440751][bookmark: _Toc138440869][bookmark: _Toc138775536][bookmark: _Toc138440081][bookmark: _Toc138440321][bookmark: _Toc138440538][bookmark: _Toc138440632][bookmark: _Toc138440752][bookmark: _Toc138440870][bookmark: _Toc138775537][bookmark: _Toc138440082][bookmark: _Toc138440322][bookmark: _Toc138440539][bookmark: _Toc138440633][bookmark: _Toc138440753][bookmark: _Toc138440871][bookmark: _Toc138775538][bookmark: _Toc138440083][bookmark: _Toc138440323][bookmark: _Toc138440540][bookmark: _Toc138440634][bookmark: _Toc138440754][bookmark: _Toc138440872][bookmark: _Toc138775539][bookmark: _Toc138440084][bookmark: _Toc138440324][bookmark: _Toc138440541][bookmark: _Toc138440635][bookmark: _Toc138440755][bookmark: _Toc138440873][bookmark: _Toc138775540][bookmark: _Toc138440085][bookmark: _Toc138440325][bookmark: _Toc138440542][bookmark: _Toc138440636][bookmark: _Toc138440756][bookmark: _Toc138440874][bookmark: _Toc138775541][bookmark: _Toc138440086][bookmark: _Toc138440326][bookmark: _Toc138440543][bookmark: _Toc138440637][bookmark: _Toc138440757][bookmark: _Toc138440875][bookmark: _Toc138775542][bookmark: _Toc138440087][bookmark: _Toc138440327][bookmark: _Toc138440544][bookmark: _Toc138440638][bookmark: _Toc138440758][bookmark: _Toc138440876][bookmark: _Toc138775543][bookmark: _Toc138440088][bookmark: _Toc138440328][bookmark: _Toc138440545][bookmark: _Toc138440639][bookmark: _Toc138440759][bookmark: _Toc138440877][bookmark: _Toc138775544][bookmark: _Toc153886556]Create and structure risk universe according to specific object(s) 

Link identified risks to specific objects and decide which one is best to use in the risk assessment (see examples of risk factors per different object below)

[bookmark: _Toc138439976][bookmark: _Toc138440916][image: Timeline
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Consider:

· What object would easily enable creation of population for risk assessment

· How long would it take to create a population

· Which types risks to consider…is there information to assess mitigating controls or should the assessment only be based on inherent risks?

· Can identified risks be combined/grouped in specific risk factor(s)?

· Is it possible to link the identified risks to specific object(s)? (e.g. some final recipients are less and some more risky)

· Would assessment on one level/object be enough or assessment on further level(s) is necessary?

· How many risk factors is enough to assess object as risky?

· What data can I easily get and how long would I need to make the assessment? Can I reuse some data (e.g. from evaluation of calls)

· At what point in time will I have the necessary data for the assessment?

· What is risk/ier? Are some objects within risk universe more prone to errors such as: 

· priorities, measures or sectors (education, research, employment…)

· beneficiaries (legal status: public, private, NGOs)

· operations/projects (value, complexity, outputs…) 

· existence of state aid (key elements/hard rules to be respected: SME status, incentive effect, eligible industry)

· payment claims (from specific risky projects, according to unusual order of submission e.g. no.1 containing costs from Jan, then no. 5 related to December with no claims in between, containing some risky expenditure, related to some risky activities…) 

· types of expenditures within payment claims (frequency and amounts, what does typology of errors and statistics on corrections shows, root-cause/source analysis of errors in 14-20, what about errors related to SCOs, are there issues with just some elements within PP e.g. guarantees) 

· projects verified by some IBs (effectiveness to identify errors varies significantly between IBs, errors found after MV (MA supervision, AA, DAC and/or ECA audits), AA assessment of IB in system audit

· can errors be clearly connected with specific object: e.g. PCs, projects…



[bookmark: _Toc153886557]
RISK ASSESSMENT 

If any of the risk frameworks is used in MA, then the RBMV should be aligned. 

[bookmark: _Toc153886558]Select scoring/selection approach

Consider:

· Binary approach (yes/no on specific query, selection depending on number or risky markers) 

· Simple 3 x 3 matrix which multiplies impact and likelihood to get overall score per risk

· 4x4 matrix - scoring already used in fraud risk assessment – matrix which takes into account gross risk, mitigating controls and net risk (see guidance[footnoteRef:7]) [7:  https://ec.europa.eu/regional_policy/sources/docgener/informat/2014/guidance_fraud_risk_assessment.pdf ] 


· 5 x 5 matrix etc.



· or use risk factors - due to the large number of risks, most auditors or verification officers can use a set of generic risk factors to determine the risk score of each object

· or super risk factors – items on which those factors apply will automatically be selected 

[bookmark: _Toc153886559]Consider what types of risks to take into account

Scoring results can be based on: 

· just inherent risks 

· inherent risks and mitigating controls - if data on controls is available and can be easily applied, selection is then based on residual or net risk.

MA should determine whether there is enough information to also assess mitigating controls or should the assessment only be based on inherent risks.

[bookmark: _Toc138440094][bookmark: _Toc138440334][bookmark: _Toc138440550][bookmark: _Toc138440644][bookmark: _Toc138440764][bookmark: _Toc138440882][bookmark: _Toc138775549][bookmark: _Toc153886560]If possible, take into account Beneficiary mitigating measures and other relevant data from external assurance providers

Beneficiary mitigating controls and control environment were not taken into account in 14-20 period, as well as external assurance (see picture below). Other mitigating measures such as SCOs, checks embedded in IT systems or similar could also be taken into account.

[bookmark: _Toc138439977][bookmark: _Toc138440917][image: Graphical user interface, text

Description automatically generated]Figure 5 Mitigating measures and external assurance providers



















[bookmark: _Toc153886561]Set the risk appetite 

· All objects above certain risk score should be considered risky and included in the RB sample for verification (e.g. above score 6 in 3x3 matrix)

· some risks can be accepted by the MA management as they cannot be mitigated or it would not be cost-beneficial to mitigate them (e.g. investments in start-ups despite known high percentage of failure, not reaching the 100% of planned results, risk of double financing which could be mitigated with integration of databases on national level or additional controls of other Bodies etc.)

· Risk score of specific objects can be reassessed during the verification process (e.g. some payment claims would no longer be considered risky)

· Do non-risky items really contain no risk at all or is the risk represented by each “non-risky” item just below a certain threshold?





[bookmark: _Toc153886562]ADMINISTRATIVE VERIFICATION PLAN

[bookmark: _Toc153886563]Take into consideration all relevant elements while developing Administrative Verification plan   

· results and timing of risk assessment (including the risk assessments at the selection of operations stage)

· estimated timing of the submission of PCs with related financial forecasts

· financial implementation of operations

· priorities of specific PCs and the extent of verifications (e.g. start immediately with large and complex PCs)

· internal deadlines and set number of days for verification (e.g. 20 days if just staff costs, 70 days for complex PCs…)

· 80 days deadline for payment to beneficiary

· timing of preparation of accounts (verification should be done before submission of the accounts in which the expenditure is certified)



[bookmark: _Toc138440099][bookmark: _Toc138440339][bookmark: _Toc138440555][bookmark: _Toc138440649][bookmark: _Toc138440769][bookmark: _Toc138440887][bookmark: _Toc138775554][bookmark: _Toc153886564]DOCUMENTING THE VERIFICATIONS 

[bookmark: _Toc153886565]Define the audit trail / document verifications done

· Same practice as before but in addition:

· document the reasons for (non)selection of specific items

· explain the reasons for extension of sample and document the results

· make a link to risk based methodology

· explain every derogation from the methodology

· 


[bookmark: _Toc153886566]INTERPRETATION OF VERIFICATION RESULTS, ASSESSMENT OF ERRORS AND CONCLUSIONS

[bookmark: _Toc138440103][bookmark: _Toc138440343][bookmark: _Toc138440559][bookmark: _Toc138440653][bookmark: _Toc138440773][bookmark: _Toc138440891][bookmark: _Toc138775558][bookmark: _Toc153886567]Recommendations for the assessment of errors

· Assess the amount of errors in terms of materiality and indicate sample error rate (for informative purpose only, not extrapolation of correction)

· Optional: If random sample, which is used to complement risk sample, yields the higher sample error rate than the risk sample error rate – change the risk based methodology (this is the clear indicator that your RB approach is not good; this approach is used in AGRI funds)

· assessment of the error rate presented in the ACR with your conclusions (for the purpose of amending the RBMV methodology)

· determine frequency of errors in the sample

· classify the errors (random, systemic)

· identify common feature of errors (same type of costs, activity, extent, time period, location, Beneficiary or partners, same cause) – could be deficiencies in the national legislation)

· determine cause of errors

· are there reoccurring errors and how does this reflect on your assessment of mitigating controls

· do you have enough data to reach the conclusion that 

· outstanding population is not tainted with (similar) errors i.e. you have identified all errors, or 

· does not contain material error (in terms of amounts, frequency or error rate); or

· you have to extend the sample

· assess whether risk based methodology should be updated based on these results

[bookmark: _Toc153886568]Follow these steps if risk sample needs to be extended 

· follow the ex ante determined methodology 

· consider: 

· at what time to calculate risk sample error rate e.g. weekly, monthly (assessment interval should provide you with enough time to perform additional verifications of the tainted batch of payment claims, if necessary)

· review the frequency of identified errors, nature of errors and its effect, not only overall error amount and error rate, use your professional judgement

· will the extension include only specific elements found to be problematic in previous batch/es or “verification as usual”; bear in mind the remaining time and the deadline of 80 days

· communicate to Beneficiaries that the PC can be a subject to subsequent reviews

· in case something is not pre-defined, justify your approach (e.g. judgmental selection of some items); preferably discuss with AA

· after additional verification do you have assurance that you have identified errors with common feature or random in the remaining population? Do you have conclusive results, or you should expand the sample to additional items or to 100%?

· explain further extensions (1st, 2nd...)








[bookmark: _Toc153886569]MONITORING AND REPORTING OF RISKS
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Consider the following:

· Has the risk based methodology been followed in practice in MA and/or IBs

· are there any derogations from methodology, are they justified and documented 

· what are the results of MA supervision on IBs – any additional errors missed by the IB or were not included in the IB’s sample

· what is the feedback from IBs on the methodology 

· are necessary actions taken based on verification results (e.g. change of methodology, corrections, delimitation)

· is risk register updated with new risks



[bookmark: _Toc153886572]Recommendations for reporting on risks 

Consider the following

· appropriateness of reporting structure within MA and MCS (e.g. are there formal risk management panels, risk identification process, and regular reporting on risks in place)

· is it defined what needs to be reported to MA (by Beneficiary and IBs) and are all reported risks taken into consideration

· have the results of RB approach reported to MA management and discussed 

· are issues in implementation reported and addressed (IB reporting towards MA, reporting of issues towards AFCOS and AA)



[bookmark: _Toc153886573]RBMV METHODOLOGY UPDATE 

[bookmark: _Toc153886574]Set the periodic update of methodology

Consider the following

1 step – ongoing monitoring of effectiveness of RBMV approach

· Define actions on how the MA/IB should measure the effectiveness of the risk system during accounting year 

· comparison of AA and MA verified vs ineligible amount in certain time period e.g. quarterly (% will provide you with valuable insights)  

· error trends

· supervision of IBs on a regular basis

· use of random sample in addition to risk based sample and comparison of error rates in those 2 samples (risk sample error rate should be higher than random sample error rate)

2. step - update

· set the periodic update (annually, semi-annually…) 

· define the factors that would require update of RBMV methodology:

· new identified risks by MCS

· results of AA audits (identified errors and AA assessment of effectiveness of RBMV methodology)

· MV results

· external factors

· information from Beneficiary and/or third parties

AA ASSESSMENT OF RISK-BASED MANAGEMENT VERIFICATION 

[bookmark: _Toc153886576]Possibilities for AA to assess and rely on RBMV methodology  

AA assessment of RBMV methodology can be done:

· ex-ante on the design

· during implementation: whether methodology is followed in practice

· during system audit

· re-performance of MA verifications (auditing items sampled by MA)

· additional AA risk sample drawn to determine appropriateness of MA methodology design; in this way AA will have its own results before assurance package which can be compared to MA results. Although TER results would provide the best confirmation this can be a good indication of the effectiveness of methodology

· after management verifications are performed: can results be relied on

During ex-ante assessment of RBMV approach Audit Authorities might review the following:

[image: ]

Can AA rely on the MA verifications?

· AA and MA are using different approach: statistical approach vs risk based approach; AA approach remains unchanged 

· whether AA can rely on specific MA verifications depends on the AA professional judgement[footnoteRef:8] and additional conditions:  [8:  ISA 200 - Professional judgment – The application of relevant training, knowledge and experience, within the context provided by auditing, accounting and ethical standards, in making informed decisions about the courses of action that are appropriate in the circumstances of the audit engagement] 


· if all risks are identified and assessed appropriately  

· RBMV design is appropriate 

· positive results of audit KR4 in system audit (consecutive positive assessment) and results of audit of operations (low error rate, assessment of identified errors shows no issues, and no issues in implementation)

· audit trail of checks is adequate – well documented

· no additional errors found which are not identified by MA 

AA can rely on just some verifications or elements of verifications while for others it can perform additional checks. 

If the AA sampled items are not verified by MA (MA considers it to be non-risky) AA will have to verify it and use their conclusions in further work. The unchanged audit approach has to be taken into account by MA when planning for the necessary coverage (see chapter 4).



[bookmark: _Toc153886577][bookmark: _Toc153886578]Impact of RBMV on audit work

Audit Authorities might decide to support MA in the development of RBMV approach with due care to their independence. This practice would provide MA with the valuable insights as the AA uses risk based approach in their system audits.

In number of MS cases the MA will, in their methodologies, reflect on AA conclusions and audit results and it is therefore recommended that AAs and MAs share their observations/results in a structured manner that would easily feed the RBMV model (e.g. typology of errors). 

Audits of operations will remain unchanged; however system audits will have to be redesigned. 

In order to assess whether management verifications are effective AA will have to determine: 

· appropriateness of RBMV design (see example under 12.1),

· effectiveness of management verifications by sampling the performed verifications.



AA may choose to: 

· draw independently their own risk sample and compare the results with MA risk sample (error rate, frequency of errors, type of errors detected etc.);

· draw independently their own random sample and compare the results with MA risk sample – MA risk sample should have higher error rate than AA random sample and contain more errors; 

· Review and assess the results of MA supervision and management verification performed on IBs to determine whether changes to the IB methodologies are necessary and whether MA verifications are effective.

Results of audits of operations and especially TER will provide conclusive results on the effectiveness of management verifications. If TER is higher than 2%, typically the RBMV approach should be redesigned. 

Auditors will however, in addition to TER, assess the frequency, trends, classification and cause of errors and info from other Bodies to reach final conclusions.






[bookmark: _Toc138440118][bookmark: _Toc138440358][bookmark: _Toc138440574][bookmark: _Toc138440668][bookmark: _Toc138440787][bookmark: _Toc138440905][bookmark: _Toc138775572][bookmark: _Toc138440119][bookmark: _Toc138440359][bookmark: _Toc138440575][bookmark: _Toc138440669][bookmark: _Toc138440788][bookmark: _Toc138440906][bookmark: _Toc138775573][bookmark: _Toc138440123][bookmark: _Toc138440363][bookmark: _Toc138440579][bookmark: _Toc138440673][bookmark: _Toc138440792][bookmark: _Toc138440910][bookmark: _Toc138775577][bookmark: _Toc138440124][bookmark: _Toc138440364][bookmark: _Toc138440580][bookmark: _Toc138440674][bookmark: _Toc138440793][bookmark: _Toc138440911][bookmark: _Toc138775578][bookmark: _Toc153886579]Annex Practices of MSs 

An overview of national practices, which do not represent ready-made approaches and are not intended to be used as-is or duplicated.









Strategic objectives





Tone at the top with zero tolerance to specific risks





Operational objectives





Setting the un/realistic deadlines for selection of projects and PCs approvals





Financial objectives 





Allocation of OP funds to specific operations and/or bodies with/out issues





Compliance, culture and ethics





Lower workload, focusing only on H/M/L risk items





OP focusing on simplification, outputs and results based SCOs and FNLC





Implementing complex (strategic) projects with/out proven issues in 14-20 in the OP and/or focus on start-ups with high rate of failure





Reliance on IT systems with automatic checks...





Ex ante/post review of PP or other items





Delegating tasks to new IBs (with/out weak MA supervision)





Mandatory checks of certain categories of costs





Im/possibility to set appropriate risk appetite for IBs on a general level





(R)TER<2% or lower





Verifications affected by TA allocation across MCS Bodies





Decreased budget for verifications due to sampled approach





High assurance level requested by policy makers 











Resistance to change towards RBMV





Zero tolerance to fraud and/or conflict of interest (e.g. conflict of interest always checked)





EU requirements and national legislation compliance
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[bookmark: _Toc168906260]Introduction

This note presents 14 draft case reports on practices developed by ERDF/CF authorities to carry out risk-based management verifications (RBMV). 

The case reports aim to:

· Disseminate information on how RBMV have been set up in ERDF/CF and JTF programmes.

· Build knowledge on RBMV through practical examples and facilitate mainstreaming of successful practices.

The case reports are primarily aimed at representatives of ERDF/CF/JTF authorities and stakeholders across Europe. 

The structure of the case reports includes the following sections: 

1. How the risk-based model was developed

2. Risk factors

3. Main aspects of the risk-based model

4. Usage of risk-based model

5. Revision and update of the risk-based model

6. Good practices

7. Not-so-good practices

8. Tools

9. Level of automatization

10. Involvement of the Audit Authority

11. Good practice provided by the Audit Authority.








1. [bookmark: _Toc168906261]HUNGARY

		ERDF/CF/JTF Programme

		2021HU05FFPR001

2021HU16FFPR001

2021HU16FFPR002

2021HU16FFPR003

2021HU16FFPR004

2021HU16FFPR005

2021HU16FFPR006







		1. [bookmark: _Toc134379797]How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		In Hungary the management of EU funds is the responsibility of the minister for regional development. The work organisation of the minister is a department within the Prime Minister’s Office, it is called the Central Coordination of EU Funds. 

Central Coordination is responsible for the national legal framework (in form of a government decree) of EU funds, overseeing the Managing Authorities and providing the IT system. 

The legal framework of risk-based management verifications used for payment claims is set in the above mentioned government decree, stating that in the 2021-2027 programming period Managing Authorities (MAs) verify costs with a risk based methodology elaborated in accordance with the guidance of the Central Coordination.

Central Coordination issued its guidance to the MAs in June, 2022. The Hungarian system of risk-based management verifications was developed by Central Coordination and not by the MAs themselves, although inputs of the MAs were asked for and used during this process. The MAs predominantly made suggestions regarding the risk factors, i.e.: the number of risk factors in the pool and the type and content of the risk factors. 

The methodology was thoroughly discussed with the Audit Authority (AA) and the AA’s suggestions were mostly taken into consideration.



The government decree also states that on-the-spot controls are to be carried out based on a risk-based method. (On-the-spot controls had been done this way in the programming period 2014-2020.) However, risk assessment for on-the-spot controls is not automatized in the IT system but done by the MAs mainly in Excel sheets. 







		2. [bookmark: _Toc134379798]Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		A pool of 41 risk factors was created. Risk factors can be divided into 6 categories /the number of risk factors in the category is given in brackets/:

1) project (14)

2) beneficiary (6)

3) invoice (6)

4) contract (8)

5) public procurement (4)

6) irregularities (3)



Risk factors are formulated as questions, we have 

· “yes or no” questions, e.g.: Is the type of expenditure risky?

· “yes or no” questions with changing parameters, e.g.: Is the number of activities carried out in the projects more than 3?

Changing parameter = 3



If the answer to the question is “yes”, the factor is risky.



Permanent risk factors for all calls given by the Central Coordination:

1. Is the project budget higher than the X % of the budget of the priority axis? (X= changing parameter)

2. Was an irregularity related to the beneficiary in any Programmes of the periods 2014-2020, 2021-2027 detected within 3 years with the consequence of the MA reducing the project budget?

3. Does the pace of using the advance payment fall short of the average for the call? 

(average for the call in %=changing parameter)

4. Is the amount of the invoices belonging to the same contract equal or higher than the X % of the grant for the project? (X = changing parameter)

5. Is the method of the public procurement one of the following?

· negotiated procedure without prior publication

· concession award procedure without prior publication – one stage

· concession award procedure without prior publication – more stages

· restricted procedure

· design contest restricted procedure

Public procurement is still a ‘hot topic’ in Hungary therefore its documentation is always checked per se by the MA. This is also the reason why this risk factor is permanent in all programmes and calls.



The most popular risk factors during testing:

a) Is the number of activities in the project higher than X? (X=changing parameter)

b) Is the rate of invoices submitted but rejected by the MA higher than X %? (X=changing parameter)

c) Is the grant contract modified?

d) Does the beneficiary have more than X grant contracts in implementation as well as maintenance phase in any programmes of the programming periods 2014-2020, 2021-2027? (X=changing parameter)

e) Is the contractor/supplier of foreign origin?

f) Was the amount of the supplier contract increased? 

g) Is the expense type categorised as risky?







		3. [bookmark: _Toc134379799]Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		a. Risk assessment scoring method

Our model is a single-level model, working with invoices. There is one methodology for the member state, meaning this methodology is used for all the Programmes. 

MA has to pick 10-15 risk factors out of the pool for each call:

· 5 risk factors are permanent and given by the Central Coordination (See also section 2. Risk factors)

· 10 risk factors are picked by the MA: it has to be supported by a methodology based on historical data and experience.

Risks are assessed for each invoice by the chosen risk factors. Risk factors are calculated by using data available in the IT system. 

An invoice is categorized as “to be checked” if more than 7 risk factors are assessed as risky.



There is a SUPER risk factor: #13 Was an irregularity related to the beneficiary in any programmes of the programming periods 2014-2020, 2021-2027 detected within 3 years with the consequence of the MA reducing the project budget?

If the answer to #13 is yes (there was such irregularity), all the invoices submitted by this beneficiary are automatically marked as „to be checked”

This risk factor is related to the beneficiary, not to the specific invoices but due to the fact that the project is implemented by a beneficiary with a record of irregularity, the invoices are considered risky as default.



MAs have recently suggested the model should use more optional SUPER risk factors which would be more specified to certain types of beneficiaries or types of costs. Central Coordination is examining this suggestion theoretically as well as its feasibility in the model. 



MA is always able to check an invoice if it wishes even when the result of the automatic risk assessment was „not to be checked”.

The IT system registers the fact whether an invoice

· is to be checked

· was really checked

b. Frequency of risk assessment

We believe that the efficiency of the first level verification can only be increased if the risk assessment is automatically performed by the IT system. We decided that the risk assessment is to be performed when the payment claim is electronically submitted by the beneficiary. We also decided that the risk assessment is to be performed solely automatically, i.e.: it cannot be carried out at a later date or reiterated by users.

If the MA fails to register the risk factors in the IT system before the payment claim is submitted, all the invoices in the payment claim are marked “to be checked” because risk assessment cannot be performed.

c. Scope of management verifications (and minimum coverage if applicable)

MA has to check 

· the invoices which are marked “to be checked”

· 20 % of the invoices marked “not to be checked, chosen randomly by the IT system (using Oracle random number generator)

· one invoice in every payment claim. 

MA has to examine the supporting documents 100 % if the invoice is marked “to be checked”. 



If an invoice is marked “not to be checked” only the most basic administrative checks are performed:

· whether eligible expenditure is submitted on the invoice

· whether the invoice is recorded adequately in the IT system, i.e.: to the relevant type of expenditure in the project budget

· whether the eligible amount of the invoice is determined by the MA.

d. Conditions for extension of the sample (if applicable)

Not applicable right now.









		4. [bookmark: _Toc134379800]Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		The level of our model is the invoice submitted by the beneficiary in the payment claim.



SCO technical invoices are excluded from risk-based management verification because in these cases no documents are to be checked in the payment claim anyway. This means these invoices are automatically marked as “Not to be checked”. 







		5. [bookmark: _Toc134379801]Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The methodology by the Coordination Body is revised yearly at least. The first revision was done in March, 2023. 

MAs are expected to specify the process and the frequency of the revision in their own methodology.







		6. [bookmark: _Toc134379802]Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		· our model is consistent because there is only one risk-based methodology for all programmes but it is flexible at the same time because MAs can choose from a pool of 41 risk factors

· risk factors are defined and calculated by using data available in the IT system

· risk assessment is automatically performed by the IT system when the payment claim is electronically submitted by the beneficiary, risk assessment cannot be carried out at a later date or reiterated by users

· MAs have suggested new, additional risk factors for specific type of beneficiaries or specific risks identified in payment claims 







		7. [bookmark: _Toc134379803]Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		







		8. [bookmark: _Toc134379804]Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		A special function for the risk assessment was devised in the IT system. 







		9. [bookmark: _Toc134379805]Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		Risk factors for the calls are chosen by the MA, otherwise the model is fully automatized.







		10. [bookmark: _Toc134379806]Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The AA was consulted while working on the risk factors. The model was introduced in January, 2023, the AA accepted it.







		11. [bookmark: _Toc134379807]Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		The AA was consulted while working on the risk factors. The model was introduced in January, 2023, the AA accepted it.










2. [bookmark: _Toc168906262]SLOVAKIA

		ERDF/CF/JTF Programme

		ERDF/CF/JTF/ESF+

2021SK16FFPR001







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		 Administrative controls:

To verify/confirm the correctness of the definition of a specific risk factor, data analysis was performed based on historical data on the implementation of projects through the ITMS2014+ system. For this purpose, a hypothesis was defined for the given risk factor, in which it was possible to confirm or refute the trend of the emergence of ineligible expenditures through data analysis (correlation of the emergence of ineligible expenditures with the respective risk factors). The result of these analyses was the determination of the categorization of risk for the respective risk factors (e.g. a positive correlation applies to the risk factor the size of the project budget, i.e. the larger the project, the more likely the occurrence of ineligible expenditures or a positive correlation applies to the risk factor the project schedule, i.e. what is the implementation the longer the project, the more likely the occurrence of more serious ineligible expenditures). Relevant analyses were carried out on the entire set of ESIF projects. Above mentioned approach was applied to risk factors for which data were available. The remaining several risk factors were set up based on an expert judgement due to lack of the data.

Weights of risk factors affecting the project risk index were set by combination of: 

i. regression analysis as the starting point in analysing the available historical data from the ITMS2014+ system - This statistical method was used for risk factors, where it was possible, based on the available historical data from the ITMS2014+ system, to perform a data analysis of the impacts and interrelationships of the defined risk factors for the occurrence of discrepancies and thus determine their order of importance.

ii. expert judgement - The determination of the weights by expert estimation is based on the assessment of the significance of the impact of a specific risk factor on the occurrence of ineligible expenditures compared to another risk factor. Exert judgement was used to adjust the results of regression analysis; expert judgement was also used for those risk factors for which the data were not available. Overall, expert judgement is considered a predominant method to set weights of risk factors.

Disclaimer: The originally developed risk-based model is being currently under a validation process. There may be some changes in risk factors as the validation result. 



Public procurement:

When preparing the risk analysis, the components of the public procurement process and risk factors were analysed, which on the one hand established the level of risk, but their evaluation within individual public procurements does not bear a significant administrative burden.

For setting up the risk factors data analysis based on historical data on public procurement was performed through ITMS2014+ system, databases of the most frequent violations of public procurement from the Public Procurement Office (PPO) and overviews of findings, deficiencies and controls reported by MA to the CA/AA.

Besides these data, an expert judgement of PPO was taken into account.



On-the-spot controls:

The risk based analysis for on-the-spot controls has been used since the beginning of the 2014-2020 programming period and it has been well adopted. One of the applied changes was the addition of the risk factor (RF) "Other Facts" as an option for the project manager if he/she has any indications (e.g. in case of a negatively publicized case, suspicion of fraud, etc.) for which he/she deems it appropriate to carry out an on-site control based on justified individual risk.

Disclaimer: After first system audit we are in discussion about on-the-spot control with our AA.







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		Administrative controls:

Basic risk factors at the project level (RF) - The primary categorisation is validated at the time of the contract with the beneficiary and it is, to large extent, influenced by the analysis of historical data from project implementation in the past. They are factors that indicate potential future risks in projects even prior to the beginning of their implementation:

RF [1] Type of the beneficiary (sector)

RF [2] Duration of existence of the entity 

RF [3] Experience with implementation of ESIF projects

RF [4] Contracted amount of total eligible expenditure 

RF [5] Projected duration of the project implementation (including supporting activities)

RF [6] Number of involved partners

RF [7] Type of project

RF [8] Material focus of the project

RF [9] Quality of the project

RF [10] Rate of identified irregularities in the total expenditure of projects implemented by the beneficiary 

RF [11] Method and procedure of the public procurement /procurement 

RF [12] Method of reporting expenditure 

RF [13] Rate of reduction of requested aid



Additional risk factors (DRF) - The implementation of the project itself can modify the identified risk size that is calculated based on basic risk factors of the project/beneficiary:

DRF [1] Output of the analysis of the ARACHNE system

DRF [2] Error rate in preceding verified payment application (share of ineligible expenditures in claimed expenditures)

DRF [3] Share of total eligible expenditures in payment application that were subject to the full control

DRF [4] Intensity of the performance of on-the-spot verification

DRF [5] Changes in the project

DRF [6] Nature of expenditure in payment application

DRF [7] Amount of the payment application compared to the total eligible expenditures of the project 

DRF [8] Quality of payment application

DRF [9] Conclusions of the performance of on-the-spot verification

DRF [10] Status of implemented public procurement or procurement procedures



Special risk factors (VRF) - when these occur in project, all payment applications are subject to full management verification 

VRF [1] Conflict of interests

VRF [2] Suspicion of fraud and corruption

VRF [3] Negative medialization of project

VRF [4] Other risk 



Public procurement:

Basic risk factors of public procurement - these are exclusion criteria for determining the approach to evaluating the method of public procurement control

ZRFVO [1] Public procurement method based on a financial limit

ZRFVO [2] Previous cancellation of public procurement

ZRFVO [3] Fines imposed

ZRFVO [4] Medialization

ZRFVO [5] Suspicion of fraud/corruption/conflict of interests



Additional risk factors of public procurement - the purpose is to calculate the public procurement risk index (they apply only to public procurements that are evaluated as medium risk at the level of basic risk factors)

DRFVO [1] Public procurement procedure

DRFVO [2] Nature of procured works, goods and services

DRFVO [3] Type of contracting authority/public contracting authority/contractor



Special risk factors for public procurement represent a decision-making mechanism for those public procurements whose risk index value is just below the threshold value (i.e. very close to it).

ORFVO [1] Defining 2 or more conditions for the participation of economic and financial standing

ORFVO [2] Defining 3 or more conditions for the participation of technical and professional ability



Basic risk factors of the contract amendment 

ZRFD [1] Fines imposed

ZRFD [2] Medialization

ZRFD [3] Suspicion of fraud/ corruption/ conflict of interest

ZRFD [4] Change with potential impact on an assessment / result of public procurement



On-the-spot-controls:

[1] Has the project already been subject to on-the-spot control?

[2] The declared amount of the submitted payment application is higher than 500,000 EUR? (MA can amend this amount)

[3] Does the declared amount of the submitted payment applications so far represent more than 50% of the total eligible expenses of the project? (MA can amend this percentage)

[4] How many previous payment applications (does not concern pre-financing and an advance payment) were not the subject of on-the-spot control?

[5] Is the submitted payment application a final one in the project?

[6] Were any other facts identified that require an on-the-spot financial control? (e.g. a negatively publicised case or suspicions of fraud that justify an on-the-spot control)

Disclaimer: After first system audit, we are in discussion about on-the-spot control with our AA.







		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		Administrative controls:

a. Calculation of the risk index - the total value of the project's risk index is created by aggregating risk score values for basic RF and DRF.

b. The risk calculation starts with the upload of the payment request to ITMS (IT system for management of Funds in Slovakia). ITMS calculates the risk factors automatically and the project manager (MA/IB) copies them into the individual risk analysis model, where he/she fills in the exclusion risk factors and identification data. Based on the completed data, the MS excel model calculates the risk index, compares it with the threshold value, performs an evaluation and provides a conclusion on how to perform the control of the payment request.

c. Scope of management verifications (and minimum coverage if applicable) - according to our national Act on Financial Control and Audit, each payment application must be verified to certain extent. If the risk index for certain payment application is below the threshold value of risk index, it is considered non-risky - only formal verification is carried out. If the risk index is equal or above the threshold value, the payment application is considered risky - full management verification is carried out (i.e., in-depth verification of every item/ invoice in the payment application).

d. Extension of the sample is used in the process of verification of the RB model. Verification of the correctness of the RB model setting is based on the performance of regular validation based on data and data from continuous monitoring of the operation of the RB model. This verification includes extension of sample (based on random sampling, certain percentage of non-risky payment application shall be subject to full verification – this % is set by the MA). Also, the threshold value may be moved lower as a result of the process of verification of the RB model. Subsequently more payment claims should be assessed as risky with full management verification to be carried out.

The process of validation of RBMV model is “under construction” and the most appropriate procedures are being set up.



Public procurement:

a. The riskiness of the public procurement is primarily determined based on the basic risk factors, which represent the exclusion criteria, and therefore based on their evaluation, the control is carried out or a further assessment of the riskiness is necessary on the basis of the other risk factors.

In the case of medium-risk public procurement, risk index is used to assess the score of risk – it is determined as the sum of the values of individual additional risk factors.

b. The risk index is calculated only once when public procurement is submitted to the ITMS.

c. ► High risk – the check will be carried out;

       ► Medium risk – the check is performed/not performed based on the risk index;

       ► Low risk – check will/will not be done based on random sampling.

d. Extension of the sample is used in the process of verification of the RB model. Verification of the correctness of the RB model setting is based on the performance of regular validation based on data and data from continuous monitoring of the operation of the RB model. This verification includes extension of sample (certain percentage of non-risky public procurement shall be subject to full verification – this % is subject to change).

e. In general, the RB model is set the way that all over-the-threshold public procurements are subject to control. Also, special exclusions from the Act on Public Procurement that need to be justified – these justifications are also subject to control. For other public procurements risk index is calculated.



On-the-spot controls:

a. Answer to each question gains points set by IB. If the sum of risk points is equal to or greater than the certain threshold, it is necessary to perform on-the-spot control. If the sum of risk points is less than threshold, it is not necessary to perform on-the-spot control.

b. Questions are answered at the time of submission of a beneficiary´s each payment application.

c. Scope of on-the-spot control is determined by MA.

d. n/a

e. The RB model for on-the-spot controls is set the way, each project must be subject to on-the-spot control at least once.

Disclaimer: After first system audit, we are in discussion about on-the-spot control with our AA so this part of RBMV may change in the future.







		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		 The RB model is used on a level of payment application of beneficiary (administrative control, on-the-spot control) / level of public procurement.

If the expenses under SCOs are included, it lowers the overall risk index (for more details see RF2 in Annex 1).







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		Administrative controls / Public procurement:

The RB model can be updated in 2 ways:

• based on the modification of the RB model at the initiative of the Central Coordination Body (CCB);

• based on the initiative of the MA.

These updates shall be based on verification of the functionality of the RB model - it is carried out by the MA/IB through two activities:

a) validation of threshold value - the purpose of validating the threshold value is to verify the correctness of the threshold value with respect to the expected efficiency/throughput of the RB model. The setting of the threshold value of risk index corresponds to expectations on share of payment applications should be subject to formal control and which to full control, respectively share of controlled public procurement with medium risk index.

b) validation of the RB model setup - based on sample extension, audit findings, etc. and analysing the irregularities and amount of ineligible expenditures identified within the sample extension compared to those identified in the original sample. If an overall error rate caused by the RB model is on a tolerable level, the RB model operates correctly. If not, this may be the reason for re-assessing and revision of the RB model.



On-the-spot controls:

The model has been functional for several years without serious audit findings. We are discussing the update of the RBMV for on on-the-spot controls with the AA based on the recent audit.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		·  performing a pilot testing on a sample - it can validate the functionality of an RB model;

· use of expert judgement of PPO;

· practical trainings for all stakeholders (upper management, lower management, project managers);







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		· inconsistent data;

· at the beginning of development of RBMV model using no IT tools – only excel sheets cannot provide necessary audit trail;

· no trainings in the beginning;







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		Our IT system ITMS calculates the risk factors automatically and the project manager (MA/IB) copies them into the individual risk analysis model, where he/she fills in the exclusion risk factors and identification data. Based on the completed data, the MS excel model calculates the risk index, compares it with the threshold value, performs an evaluation and provides a conclusion on how to perform the control of the payment request. 

For the future, full integration of RB model to ITMS is planned. However, we see advantage in semi-automatic integration because of the flexibility – especially in the beginning of the use of RBMV many changes are foreseen and it is more flexible to integrate those changes within MS Excel than in IT system.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		Semi-automation - The RB model is a combination of automatic calculation of risk factors in ITMS and  excel sheets, where some the data need to be entered manually. The overall risk index is calculated automatically







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		With the cooperation between Section of audit and control on Ministry of Finance, that is responsible for legislation on financial control and audit, and which also acts as the Audit Authority and Central Coordination Body and after first presentation of the concept to the AA, the Slovak legislation has been adjusted so there is no legal obstacle to use risk based management verification in Slovakia.

The CCB introduced the RB model to the AA in the early stages of development; the draft of the risk analysis (after pilot testing) was presented at a meeting with AA and then the final model was introduced before launching the RB model.









		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		The AA has been involved in the development of the RB model, especially in the initial phase of designing within the framework of providing consulting activities. In addition to discussing the AA's recommendations at working meetings and the AA has submitted its comments several times on the draft model.

The AA's recommendations / suggestions aimed especially to the extension of sample on the top of identified risky payment applications which we incorporated as a part of validation of the RB model (e. g. random sample from population not concerned as a risky). 



Moreover, the AA´s cooperation and advices has been very useful during setting up the validation of the model, we had a fruitful discussion on counting the error rate and sampling from the AA´s point of view.







		Annex

		File / link



		Slovakia – Register of risk factors

		












3. [bookmark: _Toc168906263]CYPRUS

		ERDF/CF/JTF Programme

		Programme Thalia 2021-2027

2021CY16FFPR001







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		

The risk-based model was based on the experience gained in the previous 3 programming periods of Cohesion Policy and Fisheries programs, by the Directorate of Financial Control of European Funds of the Treasury of the Republic of Cyprus, which has the responsibility to carry out all administrative verifications of expenditure, collect all irregularities and errors and prepare the summaries of errors that accompany the Accounts submitted for all co-financed OPs (under Cohesion Policy and Fisheries).  The summaries of verifications and errors prepared include statistical analysis based on COM’s typology of findings - EGESIF 15-0008-05 03/12/2018 laying down the “Guidance for Member States on the Drawing of Management Declaration and Annual Summary Programming period 2014-2020 Revision”.

Some of the risk factors in the model were used in previous programming periods for on the spot verifications performed on technical construction projects (to select some works items to verify on the spot) and for administrative verifications of payments (where a number of transactions were selected for verification within a payment application).  It is noted that during previous programming periods in Cyprus all projects were subject to on the spot verifications.



The experience of the Public Procurement Directorate of the Treasury of the Republic of Cyprus (PPD) was used in order to assess the risks related to public procurements. The PPD is the authority responsible for verifying the compliance with the national and EU regulatory framework for public procurement for procurements used to implement co-financed projects. The PPD performs controls for all co-financed public procurements above certain thresholds before they are assigned and for procurements below the set thresholds on a sample basis following the contract signature.



The experience of the Cyprus Audit Office (the Supreme Audit Institution of the Republic and not the audit authority for the funds) was used in terms of a specific risk factor, the Internal Control System and the Capacity of Implementing Bodies (potential beneficiaries) as Contracting Authorities.



The ARACHNE tool (the risk scoring tool developed by the European Commission) was used in relation to two specific risk factors overall score “Reputation and Fraud” and “Concentration of Funding”.



The methodology covers the following types of verifications:

· Verifications of contracts (compliance with public procurement regulatory framework)

· Verifications of payments (payment declarations submitted by beneficiaries)

· Conflict of interest verifications

· Verifications for double funding

· On the spot verifications (during the lifetime and following completion of projects)









		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		The following factors are used by applying certain weighting factors for each verification category:



1. [bookmark: _Hlk166743887]Type of Beneficiary (Central Government, Semi-Governmental Organisations, Wider Public Sector / Public Universities, Local authorities, NGOs / SMEs / Private Universities / Associations / Federations / Private Bodies)

2. 	Experience and internal control system of the Beneficiary (capacity as a contracting authority). The ratings are provided by the Cyprus Audit Office.

3. Value of payments included in a payment application to the date of sample selection.

4. Value of the Budget of the contract / project / call of proposal.

5. Category of Contractual Commitment (technical construction, smart, digital, staff cost etc)

6. Funding from other sources (declared at proposal submission stage)

7. Existence of previous verifications for the specific project / contract/ aid scheme. 

8. Results of previous verifications (irregular expenditure or errors that resulted in financial corrections or exclusion from payment application in terms of the contract selected in order to verify expenditure resulting from the specific contract)

9. Suspicion for fraud / corruption / conflict of interest in terms of specific contract / project (result of whistleblowing)

10. Inherent risk for a category of works / scheme (assessed by the Body carrying out the verification with a rating from 1 to 5)

11. Results from ARACHNE risk scoring for the risk categories "Reputational & Fraud" and "Concentration of Funding"

12. Type of procurement process used (framework agreement, open, closed, negotiated without publication – mandatory sample selection in case of negotiated procedure)

13. Single source award (following an open or closed procurement process)

14. Value and number of modifications during the implementation of a contract in relation to the total amount of the contract (High / Medium / Low)









		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		

a. Risk assessment scoring method

Risk factors are usually assigned a value from 1-5 (lowest to highest).  Some risk factors used are weighted, depending on the verification stage at which sampling is used e.g. when the end result is a risk score percentage to be applied on a value e.g. value of payments submitted in an application.  Some factors may be pass / fail factors e.g. if the negotiated process is used for a procurement, the contract is selected for procurement verification regardless of its value. 



It is noted that, in cases where:

	1. A suspicion of fraud/corruption/conflict of interest is reported through the whistleblowing process and/or

	2. the total risk score from the ARACHNE tool for the factors "Reputation and fraud" and "Concentration of Funding" is greater than 80 (out of 100); 

	the contract is assessed as high risk and 100% of the expenditure related to the specific contract is administratively verified in every payment claim submitted through the MIS by the specific beneficiary. 



A summary of the risk factors and associated ratings are shown in appendix 1 of this report.





b. Frequency of risk assessment

Risk factors are assessed annually by a risk assessment team and documented in the MIS to be used for extracting reports to facilitate the sampling process.



The Risk Assessment Team

The evaluation of the impact and the probability of the occurrence of potential risks is carried out by an evaluation team formed by the Directorate General Growth, Ministry of Finance (Managing Authority). Regarding the composition of the risk assessment team, it is recommended that the most relevant stakeholders participate in the assessment process, so that the process is as fair and accurate as possible and is conducted in a smooth and efficient manner. 

Therefore, the Risk Assessment Team is composed of bodies responsible for carrying out verifications based on the Management and Control System, monitoring the implementation of corrective measures following detection of irregularities and training / raising awareness of the staff of the MA and all the bodies involved in the implementation of the Programs, on relevant issues. The bodies in question are the following:

• The Directorate of Financial Control of European Funds (DFC) of the Treasury of the Republic, as a Verification and Control Body and under its competence as the national AFCOS (Anti-Fraud Coordination Body for EU Funds).

• The Directorate General of Growth, Ministry of Finance, as Coordinating / Managing / Responsible Authority for the implementation of Programs co-financed by the European Union.   

• The Public Procurement Directorate of Treasury of the Republic of Cyprus, as the Competent Authority responsible for verifying the compliance of public procurement procedures undertaken by Contracting Authorities for all contracts (co)financed by the European Union.



It is noted that, since audit authorities can audit the comprehensive risk assessment methodology, it is recommended that they do not have a direct decision-taking role on the assessment of the level of risk exposure, but could participate in the assessment process in an advisory or observer role. Therefore, the Cyprus Audit Office of the Republic of Cyprus and the Internal Audit Service (the audit authority of cohesion policy and fisheries funds) may have an observer role in this process.



c. Scope / Types / Stages / Level of management verifications 

The verification process is divided into different stages: 



1. verifications at procurement stage (contract driven selection):

· ex-ante public procurement controls for all public procurement exceeding set thresholds and for all negotiated contracts without prior notice – 100% verification. Public Procurement Directorate, acting as the Competent Authority for Public Procurement in Cyprus, performs the verification and issues a certificate during tender specification preparation, before negotiation or invitation for tenders, before approval of addendums and before assignment of the contract.

· ex-post public procurement controls for all public procurements below set thresholds not awarded following a negotiated procedure – risk-based verification based on the following risk factors: capacity of contracting authority (High, Medium, Low), single source award (following open or closed process) and results from ARACHNE risk scoring for the risk categories "Reputational & Fraud" and "Concentration of Funding". A sample of 5% of the value of the population is selected (i.e. unverified signed contracts during the selection of the sample). The control is performed annually.



2. Conflict of Interest Verification (contract driven selection)

· ex-ante control to ensure the avoidance of COI through the use of UBO data at the national register and the Arachne tool. This control is applied on all public procurements and aid schemes exceeding set thresholds.   

· ex-post control for public procurements and aid schemes below set thresholds on a quarterly basis. Risk-based verification is based on the following risk factors: Type of Beneficiary, Experience and internal control system of the Beneficiary, Category of Contractual Commitment (technical construction, smart, digital, staff cost etc), existence of previous verifications, results of previous verifications, suspicion for fraud / corruption / conflict of interest in terms of specific contract / project (result of whistleblowing), results from ARACHNE risk scoring for the risk categories "Reputational & Fraud" and "Concentration of Funding" and type of procurement process used. The resulting weight is applied on value of contracts which are then ranked and top 5% of contracts are selected for COI verification. 



3. Administrative verification of expenditure (contract driven selection) – during submission of payment claims by beneficiaries – risk assessment is performed per contract (legal commitment) against which expenditure is claimed – ranked by cumulative value of payments declared against a specific contract (a “legal commitment” could be a contract, simplified cost option or an employment contract). – risk factors applied are weighted (risk factors 2, 5, 6, 7, 8, 9, 11, 14) – resulting weight is applied on value of payments which are then ranked and a proportion of the items are selected for verification as follows:

· at least 10% of the total number of “legal commitments” against which expenditure is declared, and 

· at least 10% of the total value of the expenditure claimed, and

· a random selection of small contracts at the discretion of the verification body

The sample selection is performed at least every 2 months.



Sub-sampling for payment claims which include declaration of units under Simplified Cost Options (Article 53)

In the case of payment claims involving SCOs, due to the large number of items declared in each payment claim, there is the possibility of sub-sampling on the basis of a statistical sample (to arrive at the number of items to verify). The RAND command is then used to select the items to verify. 



The above is applicable only for beneficiaries that are public law bodies not for beneficiaries that are final recipients of aid schemes and in almost all of the cases they are not contracting authorities.  The latter submit payment claims with a frequency decided by the body implementing the aid scheme.  E.g. twice in the lifetime of the project.  Contracts used for the implementation of such projects are a large number of low value contracts.  The possibility for risk-based sampling will be decided on a case-by-case basis in collaboration of the Implementing Body responsible for the design and implementation of the scheme with the Directorate of Financial Control of EU Funds of the Treasury of the Republic, during the design of the scheme.  Factors such as the type of final recipients, the categories of eligible costs and the possibility to submit payment claims through the information system of the IB will be taken into consideration. 



4. On the spot verifications (technical) during implementation of the operations – applied to select specific items of works to verify on the spot or to select a number of activities / deliverables within an operation.  100% of the projects implemented by public law bodies (not final recipients of aid schemes) are verified on the spot.  However, risk factors 3,7,8 and 10 are applied to select specific works items / deliverables to verify during the on the spot visit.  



Possibility not to verify on the spot all projects under a call for proposals is only granted for projects approved within aid schemes (beneficiaries / final recipients are mostly individuals, SMEs, NGOs, Universities etc). A risk-based sample is applied to select projects for on-the-spot verification (risk factors used – ARACHNE scoring applied on the value of payments in a payment claim to rank applicants and select a sample).  These on-the-spot verifications are usually complementary to administrative verifications of payment claims submitted by final recipients of aid.



On the spot verifications following completion of projects (projects within aid schemes with requirement for maintenance of investment) – 5% of completed projects applying ARACHNE score to value of grant paid to rank them.



5. Horizontal verifications for the avoidance of double funding

Risk-based verification based on the results from ARACHNE risk scoring for the risk categories "Reputational & Fraud" and "Concentration of Funding". The data concerning the final recipients (legal entities) of aid schemes / public procurement contracts are ranked in descending order based on the overall cumulative score of Arachne. A sample covering 5% of the population of legal entities with the highest cumulative score (i.e. the highest risk) is selected for verification.



d. Conditions for extension of the sample

Only in the case of irregularities that are assessed as systemic – the level of extension depends on the nature and the seriousness of the finding – the sample may be extended to payments originating from other contracts, additional payments within the same intervention, etc.











		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		 Risk based models are applied at various levels:

· Verifications of contracts (compliance with public procurement regulatory framework)

· Verifications of payments (payment declarations submitted by beneficiaries)

· Conflict of interest verifications

· Verifications for double funding

· On the spot verifications (during the lifetime and following completion of projects)



Due to the fact that the risk assessment is performed at the level of the contract, thus 10% of contracts with highest risk score are selected and all expenditure items claimed for the selected contracts are verified, some payment claims may not be selected for verification at all but will be included in the payment application submitted to COM.  Simplified cost options is not a risk factor and SCOs are assigned a low risk factor value as a type of “contract / legal commitment” if part / all of a project is implemented using SCOs.  No FNLC will be applied at the level MA-to-BF.







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The risk scores are revised on an annual basis to take into consideration updated results from verifications and audits, new beneficiaries that need to be assessed, or new / revised scores from the ARACHNE tool (open-source data, sanctions lists etc).  



The revised risk scores are entered in the MIS and are used for extracting reports which are used for the sample selection.  The process of ranking and selecting the population is manually performed using data from these reports (through excel sheets).  As such, it is not a fully automated process.  However, following the sample selection, the items verified in payment claims are flagged whether they have been verified or not (for completeness of audit trail purposes).



The entire methodology is only revised in case serious irregularities are not captured and are detected by other audit authorities (major systemic findings of audit authority, EC auditors, ECA etc)









		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		Need to keep the number of risk factors small, and the scoring system simple and not judgemental. That is the reason why the verification process is broken down to various levels / stages – sub-processes and dedicated risk scores that make sense to each stage / level are used.



Expert judgement is used from relevant national competent authorities such as the Cyprus Audit Office (INTOSAI authority equivalent to the Court of Auditors) used to provide the scoring on the capacity of Contracting Authorities based on the results of their own audits.  



The ARACHNE risk scores for “concentration of funding” and “reputational and fraud” alerts will be fed back into the MIS following the massive upload of data from the MIS into ARACHNE for signed contracts.  This will allow the automated extraction of contracts with an already embedded risk score. This will enable the speeding up of the risk scoring process.

 







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		Avoid scores that will need to be manually computed or entered each time – e.g. due to the fact that there is no interface currently between the e-procurement system and the MIS for co-financed projects, the data related to the procurement process are entered in the system manually by the beneficiary, therefore need to rely on the verification of the IB to ensure reliability of data (e,g, single source award).



In addition, since the process is manual (a lot of factors are manually input and not automatically generated through other systems), it is a time-consuming process. 



This is the reason why in the case of aid schemes the risk assessment process could be so time consuming that it would be causing such a delay as to risk not meeting the 80-day period for reimbursement of the final recipient in case of a payment claim.









		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		A risk scoring module is being developed within the MIS for co-financed projects.  The module is necessary mostly in order to allow for manual entry of risk scores that cannot be automatically computed by the system from other data entered (e.g. the type of beneficiary is a data field in the system therefore the risk score depending on the type of beneficiary can be computed.  However, the assessment of the capacity of the Contracting Authority is given by the Cyprus Audit Office and therefore needs to be manually entered in the MIS.  See also previous reference to extracting risk scores from the ARACHNE system and entered in the MIS through an xml upload process.  



The scores are then generated in reports that can be extracted in excel format.  For example, the report to be used for the payments sampling will include all the risk scores, the weighting already assigned to each score and the value of the payments submitted through beneficiary payment claims accumulated to the level of a contract up to the point of the report generation.  The contracts will be ranked and 10% will be selected (sample will cover 10% of the value of payments claimed for the period of sample selection).  A random selection will also complement the risk-based sample (user-prompted – to be tested whether it can be fully generated through the system). 



The reports documenting the sample selection process will be uploaded on the MIS. The beneficiary payment claims then verified, will have a special indication of whether each item (or the entire claim) has been verified or not (traffic lights scheme system).







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		Semi automatization.







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The guidelines developed will be assessed by the Audit Authority before they are officially issued and put into effect.



The audit authority has the possibility to participate as observers in the risk assessment team scoring meetings. 







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		









		Annex

		File / link



		Cyprus – Risk factors ratings

		












4. [bookmark: _Toc168906264]GREECE

		ERDF/CF/JTF Programme

		ERDF, ESF+, CF, JTF, EMFAF 

22 Greek Programmes (common Management and Control System, common RBMV methodology)







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		The management and control system for the 22 Greek Sectoral and Regional Programmes funded by ERDF, ESF+, CF, JTF, EMFAF is common. Thus, the model was developed by the Service responsible for the common Management and Control System, namely the Special Service for Institutional Support and Information Systems (SSIS) in the Ministry of National Economy and Finance. While drafting the methodology and the risk factors, some of the MAs were being consulted. The National Coordination Body for PA cooperated closely with the Audit Authority, which made some recommendations on risk factors as well the methodology itself.

Based on historical data from the previous programming period (2014-2020), the risk factors that were used for on-the-spot verifications, were "tested" against relevant corrections so as to conclude if their scoring was "consistent" with the corrections. As a result, some of the "old" factors have been deleted and some new factors, arising from studying all the material available from other countries, Reflection paper of EC, etc. as well as from our experience, have been incorporated.







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		Factors related to the beneficiary: 

1. type of beneficiary

2. financial corrections of the beneficiary (percentage)

3. whether the beneficiary has been verified (on-the-spot) or audited before 

4. number of beneficiaries in the project

5. compliance of the beneficiary to obligations as well as to recommendations 

6. the beneficiary is implementing projects funded by other EU funds/ funding mechanisms (such as RRF, CEF, migration/ internal security funds etc.)

7. number of projects being implemented by the beneficiary

8. expenditure declared by the beneficiary in relation to the total expenditure declared by the 22 Programmes (%)   



Factors related to the project:

9. complexity of the project

10. number of sub-projects

11. type/nature of the operation (physical object tangible or less tangible)

12. method of implementation (e.g. public contracts, own means, combination etc.) 

13. expected duration of project implementation

14. project started before submission

15. budget

16. number of amendments made during the course of the project

17. corrections from administrative verifications 

18. time passed from previous verification/ audit 

19. financial corrections of the project

As previously mentioned, some factors derive from the 2014-2020 risk-based on-the-spot methodology, after they were “tested” against financial corrections. The “new” factors, are based either on the material available (Reflection paper, other countries etc.) or on our own experience. 

Some of the factors were chosen as to mitigate weaknesses of the 2014-2020 risk-based approach (on-the-spot verifications). In this context, one of the main conclusions of the MAs was that the previous risk based approach resulted often on the same projects to be verified again and again. Thus, two factors were incorporated in the new approach (the beneficiary verified already and time passed from previous verification/ audit) that are scored with increased weighting.  

In addition, two factors were proposed by the Audit Authority (see Point 11)







		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		a. The risk factors as well as the scoring method are common for the administrative as well as for the on-the-spot verifications. The method includes 19 factors, 18 of which are automatically scored in the Information System and one is scored "manually". 

Every time the scoring method is applied in the Information System, the projects get an overall score. According to this score, the projects are evenly divided into three layers of risk: high, medium and low. There are no predetermined overall score limits for each layer, i.e. there is no overall score threshold above which an operation is risky. The logic is that each time the riskiest projects occur compared to the other projects of the population to which the methodology was applied (comparatively more risky projects than the rest). Thus, the three layers are created in the Information System (OPS), each time the methodology is applied, based on the score distribution of the operations, and statistical uniformity is ensured.

b. The projects are scored every month for the sampling of the payment claims (administrative verifications) and every six months for the on-the-spot verifications. 

c. Administrative verifications: 

1) Level of Payment claim. For projects at the:

· high-risk level: all payment claims 

· medium-risk level: the first payment claim and as a minimum another two payment claims 

· low-risk level: the first payment claim and as a minimum another payment claim 

In addition, every payment claim with a SCO expense that is submitted for the first time.

2) Level of expenditure (in the payment claim selected for verification):

2.1 In case of public procurement, all expenditure items/ invoices are verified, 

2.2 In case of implementation by own means, random sampling per category of cost is applied. As a minimum a 20% of the expenditure declared is being verified. A lower percentage can be accepted in cases the number of expenditure items is extremely high. As a rule, the 20% percentage is applied to each category of cost for reasons of representativeness. However the MA has the possibility to differentiate if it considers that a category of expenditure poses a higher risk, in any case respecting the minimum overall rate of expenditure verified (20%).The MA first selects expenditures of a significant amount (indicatively with an amount ≥ 10% of the total amount of this expenditure category) as well as expenditure considered to be unusual/ riskier. Then, selects the rest of the expenditure to be verified by random sampling.

2.3 In case of operations with Intangible outputs addressed to many persons (e.g. training projects), a special sampling method for the expenditure verification is also applied.

On-the-spot verifications:

As a minimum, a 15% of the projects having submitted payment claims the previous semester is being verified. The on-the-spot verification sample should also cover a 10% of the expenditure of those payment claims. 

This 15% of projects sample is deriving from the three layers of risk as follows:

· high-risk level: 50% of the sample (25% the riskiest projects and 25% randomly)

· medium-risk level: 30% of the sample randomly 

· low-risk level: 20% of the sample randomly. 



d. When irregularities are detected, the MA/IB may extend the sample. If similar irregularities are detected, the MA/IB may consider an on-the-spot verification and/or administrative check of previous payment claims (the expenses of which are most possibly included in a payment application to the Commission). 







		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		 The RB model is used for administrative verifications, on the level of payment claim, as well as for on-the-spot verifications. 

No special risk for SCOs. There is a provision, though, that when expenses within the framework of a SCO option are submitted for the first time, have to be verified, thus the payment claim including these expenses must be verified.  

Finally, the RB model does not cover public procurement, which is verified 100% (see also Point 3).







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The whole management verifications methodology, including the RB model, is planned to be reviewed or/ and revised annually, on the basis of verifications and audit findings, the Annual Audit Report, the TER/RTER rate, suspected fraud cases, etc.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		Risk assessment is automatically performed by the IT system and risk scoring is at a great extent automatic, thus minimising the administrative burden of the previous period 







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		The RBMV is integrated within the Management Information System (MIS). MIS is the Information System for the 22 Programmes of the common Management and Control System, the RRF, CEF, migration funds, Interreg etc. while it is also the accounting system for the Accounting Authority.  







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		18 risk factors are scored automatically, while only one risk factor (the compliance of the beneficiary to obligations and recommendations) is scored "manually", i.e. it is up to the MA to score the compliance.







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The Special Service for Institutional Support and Information Systems is closely cooperating with the AA. After the first draft was sent to the AA for comments, amendment proposals etc., a meeting was held in order to discuss the comments/ recommendations/ proposals of the AA. Most of them were incorporated in the final Methodology which was sent to the AA, the MAs and the EC.  







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		Among several recommendations that were incorporated into the final methodology, the AA proposed also two risk factors for the beneficiary that were accepted and are among the 19 factors of the RB model:

· expenditure declared by the beneficiary in relation to the total expenditure declared by the 22 Programmes (%) and 

· the beneficiary is implementing projects funded by other EU funds/ funding mechanisms, such as RRF, CEF, migration/ internal security funds etc. (so as to avoid double funding).

Extending the sample when problematic areas are identified by the Mas/IBs (see point 3d) and documenting in writing the feasibility and approach for the additional sample is considered to be also a good practice and the outcome of the close and fruitful collaboration of SSIS with the Audit Authority.










5. [bookmark: _Toc168906265]CROATIA

		ERDF/CF/JTF Programme

		Programme Competitiveness and Cohesion 2021-2027, 2021HR16FFPR001



Integrated Territorial Programme 2021 – 2027, 

2021HR16FFPR002







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		The structure of the programmes is following:



PCC – Managing Authority, Intermediate Body level 1 (preparation of calls, selection procedure, payment to the beneficiaries) and Intermediate Body level 2 (management verifications, on the spot verifications).



ITP – Managing Authority, Intermediate Body for selection of operations (preparation of calls, selection procedure) and Intermediate Body for implementation of operations (management verifications, on the spot verifications)



For both Programmes the Audit Authority and the Body responsible for accounting function are the same. 



Management and Control bodies are established by the Act and Government Decree. Managing Authority prepares Rules of procedures as standardised procedures for the all the bodies in the Programme. Each body additionally prepares internal manual for specific internal processes and procedures.



Regarding the risk-based model for 2021-2027, data from previous programming period were analysed and discussed and the best practice of IB2 used in development of the risk-based model for 2021-2027 for both Programmes.









		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		Risk factors are used for assessment in different levels:

· Risk assessment of the procurement for ex ante and ex post verifications

· Risk assessment for administrative and on the spot verifications

· Risk assessment for the control of delegated functions by MA



For the ex-ante and ex-post procurement verifications risk assessment is performed for the procurements listed in Procurement Plan of the project.



 Risk factors are: procurement for works, procurement share in the project/operation allocation, procurement divided in groups, previous experience in procurements, type of procurement procedure, estimated procurement value, procurements initiated before the conclusion of the grant agreement, previous financial corrections on procurements by the same beneficiary (for the last 2 years) + 3% or at least one of the remaining procurements based on random selection.  The application of the stricter criterion depends on the professional judgement and assessment of IB2 in relation to the procurement portfolio in the procurement plan being reviewed.      



 Risk factors are formulated as questions with answers “yes” or “no”,  for   each answer is assigned a point and the risk assessment is based on the total number of points and the determined scale for detection of high risk score and low risk score. 

For example:

Question: “Financial corrections have been established for the beneficiary in connection with the implementation of the procurement procedure in the last two years?”

Answer: “Yes” – 2 points, “No” – 0 points.                      



Risk assessment methodology for administrative and on the spot verifications:      prepared at the project level as initial, during implementation (interim) and post implementation. 

Initial risk assessment is performed no later than 30 days from the date of conclusion of the contract i.e. before 1st Request for payment and administrative verifications and on the spot checks.

The risk assessment during the implementation is carried out based on the assessment of IB2 in the event of a change in the project implementation conditions or the occurrence of circumstances that put into question the initial assessment (eg decision-making on irregularities, suspected fraud, contract changes). If there were previously mentioned changes or occurrence of certain circumstances in a certain year of project implementation, the risk assessment during implementation is carried out within 30 days after the end of that year of project implementation.

Post-implementation risk assessment is carried out within two months from the approval of the final RfP and the selection of projects for OTSC after implementation is based on this risk assessment.



Risk factors: type of beneficiary, partners, financial aspect of types of procurements, number of locations, duration, phased project, connection with other ongoing projects, project modifications, problems during administrative verifications identified, irregularities, fraud suspicion, OTSC findings, fulfilling indicators.  



Risk factors are formulated as questions with answers “yes” or “no”,  for   each answer is assigned a point and the risk assessment is based on the total number of points and the determined scale for high, medium and low risk score.    



For high-risk projects, sampling is not performed and each RfP is checked.                                                

For medium and low-risk projects, sampling of RfP is carried out. 



The results of the risk assessment are used for OTSC planning and the level of identified risk influence the extent of verification of the projects previously included in the sample.  Exception: projects that are selected through direct award or whose beneficiaries are simple companies with limited liability, are always included in the sample and subject to OtSC as high risk projects.



 Risk based control of delegated functions by MA includes risk assessment at the level of call, project and request for payment for the projects already controlled by IB2 and the methodology is developed in MA internal manual.                                                                                                           



All risk factors are established according performed analysis of established problems, bottlenecks, and irregularities in previous period.









		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		Procurements over certain financial limits are subject to obligatory verification in ex ante and ex post procedure. If under financial limits, procurement selection for ex-post verification is done based on the risk assessment methodology. In case no procurement in the project is selected for verification by applying the above, IB 2 selects the procurement for control by random selection. Risk assessment scoring method is performed by evaluation of risk factors.



Frequency of risk assessment for ex ante and ex post procurement verification is based on procurement plan at the beginning of implementation ( a new risk analysis is carried out when the procurement plan is changed, which have an impact on the selection of procurement in the sample) and for the administrative and OTSC verifications risk assessment is performed after contracting, on annual base (if applicable) and after implementation. 



Scope of management verifications are high and medium risk projects and also random selection where applicable. 



Extension of sample is applicable in case of procurement verifications according to identified irregularities: conflict of interest, breach of deadlines, no publication, Insufficient or imprecise description of the procurement, restrictive technical specifications, norms, limiting provisions in other conditions, grounds for exclusion, capacity conditions, selection criteria, non-adequate transparency, audit trail, distortion of market competition, extremely low offers, cartels etc.









		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		Risk based model is used on the project level for administrative and OTSC verifications, procurement level and payment claim. SCO is defined at the call level.



In case of application of SCO for a particular type of cost, the costs per SCO enter in the population to which the sampling methodology is applied. If they enter the sample, for what is determined for the cost claim based on the calculation of unit costs is controlled, i.e. the control checks whether the units were accomplished. If it is a question of flat rates, in the RfP,  the claimed expense covered by the flat rate is not checked.









		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		Initial methodology was based on assessment of previous results, best practice, audit findings etc.



MA once a year considers the need to change the methodologies described in Rules of procedures. The methodologies need to be updated based on the accepted findings of audits and controls. Also, each IB can propose a change to a certain methodology, stating the reasons and the need for the aforementioned.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		Reduction of the administrative burden for bodies in the system, faster verification of expenditures for payment to the beneficiaries and for request for payment to the Commission.







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		Potentially increased risk of possible irregular procurement expenditure / payment claims that are not checked and represent a potential risk of increasing the annual error rate above 2%.







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		RBMV is mainly performed through excel sheets. As part of the ex-post verification of procurements for check of the potential conflict of interest between the beneficiary and the selected bidder or subcontractor, IB2 uses the ARACHNE and other relevant databases.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		No automatization so far is introduced in risk assessment process.







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The AA was consulted during the preparation of the Rules of procedures including the methodology and the risk factors.







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		AA provided additional comments regarding the Rules of procedures and methodology which were taken in consideration during the preparation of the final version of Rules of procedures.










6. [bookmark: _Toc168906266]LATVIA

		ERDF/CF/JTF Programme

		2021LV16FFPR001







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		 During the 2014-2020 planning period of the EU funds, risk assessment was based on specific risk criteria, based on which the project's risk level was determined (low, medium, high). The following criteria were taken into account when assessing the risks:

- Proportion of the amount of the total attributable expenses of the project as a % of the total funding available within the SO, measure;

- Type of beneficiary;

- Number and type of cooperation partners of the beneficiary;

- Beneficiary/cooperation partner provides support to final beneficiaries;

- The expected duration of project implementation;

- Revenues provided for in the project;

- The amount of detected irregularities in the EU fund projects implemented by the beneficiary in the 14/20 period in total;

- Results of on-the-spot checks in projects of the beneficiary;

- Deficiencies found in audits in projects of the beneficiary and information received from third parties;

- Procurement progress and the extent of Project activities (in financial terms) that are expected to be implemented as a result of the procurement;

- project area (construction, purchase of equipment, training);

- Content relation of the project with other projects;

- The project is a continuation of the project implemented in the planning period of 2007/2013;

- At the project selection stage, potential risks in project implementation have been identified.

  The risk level determined for the project affected the subsequent verification volumes (initial verification volumes for the payment claim, where after each approval of payment claim the verification volumes could change; general verification volumes for on-the-spot checks and procurement verifications). In addition, a risk summary form was developed, which summarizes all the risks related to the project, the actions taken to reduce the risk and the risk status.



When developing the risk system for the EU funds 2021-2027 planning period, we analyzed the risks that affect the achievement of results and indicators and the risks with financial impact that were most common in the previous period, including expert methods and audit recommendations for improving the risk system. A two-step risk system has been developed, where initially the risk level (high, medium, low) is determined to the SO/measure and when leaving the specified SO/measure risk level, the minimum scope of verifications in the project is determined. 



The next step is the project level, where, unlike the previous period, the risk level is not determined, but the project is assessed for its individual risks. The initial risks of the project are evaluated at the project evaluation stage and after signing of agreement. For further work with project the risk summary form is used. There are summarized all the risks related to the project, the actions taken to reduce the risk and the risk status. The individual risks of the project determine the aspects to be additionally checked in the project.









		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		1. The following risk criteria are taken into account when assessing risks at the SO/measure level:

· Funding from the program

· Average funding per project

· Type of beneficiary

· Sector/field of projects

· State aid

· The complexity of the implementation scheme

· SO/measure provided SCO

The above-mentioned information is included in the regulations of the Cabinet of Ministers regulating SO/measure. Taking into account all criteria, the SO/measure risk level is determined (high, medium, low). The mentioned risk criteria are influential in order to determine the impact of projects on the goal of SO/measure.



2.The initial individual risks of the project are evaluated during the project selection stage. During the selection stage, risks may be identified that should be paid attention to in the implementation of the project, but they do not affect the selection decision. The following risk factors are taken in account:

· Implementation capacity

· Administration capacity 

· Financial capacity 

· Double funding

· State aid 

· Potential fraud

· Anti-Money Laundering and Terrorism and Proliferation Financing 

· Sanctions

· Other factors (used if risk factors not listed above is identified)



3. The initial individual risks of the project are evaluated also during the signing of the agreement. The initial risks of the project are assessed based on previous experience with beneficiary and previous risks identified by answering several questions about following risks :

· Fraud and corruption (4 questions)

· Conflict of interests (4questions); 

· Double funding (6 questions);

· The risk of not achieving the specified indicators and results (1 question); 

· Risk inherent in the activity of beneficiary (5 questions)

· Reputation (2 questions);

· Other risks (if applicable).



4.In the further work with the project a risks summary form is used, which covers both the risks from the initial assessment and the risks identified during the implementation of the project. The project manager controls following risks during implementation of project:

· The risk of not achieving the specified indicators and results

· Fraud/suspected fraud

· Corruption

· Double funding

· Conflict of interests

· Risk inherent in the activity of beneficiary

· Risk inherent in the activity of partner

· Reputation risk

· Capacity risk

· Project management risk

· Project complexity risk

· Procurement process risk

· SO inherent risk

· Anti-Money Laundering and Terrorism and Proliferation Financing risk

· Risk of sanctions

· Other (if applicable).







		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		

a. Risk assessment scoring method

A risk level is determined for the SO/measure (created criteria with point values, where the points are automatically determined when leaving the answer. The evaluation points are summed up, where the risk level is determined according to the number of points).

Ee do not perform project scoring at the project level but we assess the individual risks of the project and (an expert method is used to determine whether an additional check is needed in the specific aspects)



b. Frequency of risk assessment 

SO/measure risk assessment is performed once after the approval of regulatory acts and SO/measure risk level is reassessed if there are changes in the criteria (regulations change). The risk summary of the project's individual risks is kept throughout the duration of the project and as soon as a risk is identified or information about an already identified risk is updated the risk summary is updated too.



c. Scope of management verifications (and minimum coverage if applicable) 

The risk of SO/measure determines the minimum verifications scope for payment claim, procurement verification and on-the-spot checks. The individual risk assessment determines the aspects to be additionally checked or in-depth checked, where we take into account previous experience with beneficiary as well as information from previously performed verifications (expert method). 

For soft projects:

All the expenditure from the payment claim is divided into groups. All groups are verified in first and last payment claim. In addition, for each group is made random selection, to determine additional payment claims in which each expenditure group will be verified.

Minimal verification score according to SO/measure risks for expenditure items:

Low risks – 5%;

Medium risks - 10%;

High risks – 20%. 

For projects with physical results – for example, construction, infrastructure projects:

Expenditures are verified through contract selection, selected contracts are verified 100%, other contracts are verified only if risks are identified. Minimal procurement contract amount that are verified according to SO/measure risks:

Low risks – 1 contract (priority is construction contract);

Medium risks – 2 contracts (priority is construction contract and one service contract);

High risks – 3 contracts (priority is two construction contracts and one service contract).

For these contracts is made 100% verification. If there is 10 procurement contracts, then based on the SO/measure risk only 1-3 procurement contracts will be fully verified.

Double financing (2F) verification:

2F risk checks in project risk determination process and at the first submitted payment claim. 

A general 2F risk verification is performed in each submitted payment claim.

In-depth 2F risk verification is made for first payment claim in all projects and for medium and high SO/measure risk projects there is additional verification at the last payment claim.  

Additional verifications are done if there are identified 2F risks, or if the IT systems automated expenditure comparison verification shows red flag for specific expenditure.

Also at every payment claim there is general check, to see if there is any questionable information, that need to be checked:

1. new activities have been added by the modifications of the contract (whether the new activities and expenditure look eligible from description in IT system);

2. the beneficiary/collaboration partner started the implementation of another project (to check if there is possible 2F risk);

3. information received from third parties, or if the beneficiary/collaboration partner is included in the list of additional risks (List is based on IB experience, AA information, media monitoring, complaints, etc., indicating serious risks with actual and possible cases of fraud, corruption and conflict of interest); 

4. automatic 2F- double invoice check (mentioned previously). 

At first and last payment claim there is an additional In-depth Check:

1. if there split accounting, that lowers 2F risk;

2. project address, if there is other projects on same address and could there be identified risks;

3. searching the Internet by project keywords to see if there is no risks for 2F where beneficiary implements similar project from other financial source;

4. ARACHNE system check. (ARACHNE is used not only for payment claim verification)



Public procurement pre-checks: The scope of pre-procurement inspections is set at 30% of the planned procurements of the projects under the responsibility of the department in the next quarter - where from 10% of the selected 30% are selected randomly and the rest of the procurements are selected according to a separate risk assessment, which includes both  SO/measure risk and within the project individual risks.



Public procurement checks on the payment claim: a minimum volume of 1 public procurement is set. 



On -the spot checks: Minimum sampling requirements in the project implementation phase: 1) 1 check in  50 % projects from each measure if the SO/measure risk is high (where there is physical result, like - construction, infrastructure and  material technical base projects); 2) 1 check in  30 % projects from each measure if SO/measure risk is medium (where there is physical result, like - construction, infrastructure and  material technical base projects); 3)there is no requirements for minimum sampling for checks in low-risk SO/measure projects and measures involving events, trainings and seminars.

On -the spot checks: Minimum sampling requirements in the project post-monitoring phase: 1) 1 check 12 months after confirmation of the final payment request in  30 % projects from each measure projects if the SO/measure risk is high; 2) 1 check in  12 months after confirmation of the final payment request 15% projects from each measure if the SO/measure risk is medium. 3)there is no requirements for minimum sampling for checks in low-risk level projects.



d. Conditions for extension of the sample (if applicable) 



As part of the existing inspection if deviations or errors are detected during the verification, an additional verifications is carried out for specific expenses, contracts, invoices or for the aspect where deviations were found until the confidence is gained about the reliability of the data. 

The risks identified during the project may determine the volumes and aspects to be additionally checked, but this does not indicate an automatic increase in the scope of the minimum checks. In addition to the minimum checks, specific cases are checked where a risk has been identified, which allows for targeted and meaningful additional checks. For example, if there is a suspicion of a conflict of interest in public procurement, a decision can be made to check other public procurements, in addition to the minimum checks, by checking only the conflict of interest.







		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		 Level of payment claim and expenditure items, SCO items, units.

Public procurement ex-ante verifications on level of project department/division

Public procurement ex-post – at level of procurement (done together with payment claim verification and selection is done from list of procurements that are used in payment claim)

On -the spot checks: 

· On the level of SO/measure

· And level of project - the planning of the extent and focus of the on-the-spot check in each individual project is based on the risks identified in the project. The minimum sampling of the check in the project is 10% of the claimed financial amount, but the focus of the check and questions chosen from the standard on-the spot checklist are chosen according to the risks identified in the project. 









		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		It is planned to evaluate the effectiveness of the system once a year, taking into account the recommendations of external audits (including the detected irregularities). We plan to compare the results of our verifications and the amount of detected errors against the findings of the audits. We are developing criteria for the effectiveness of verifications processes that will help evaluate RBMV model.

If necessary, we will make improvements to the risk system.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		 Proactively self-assess the effectiveness of the RBMV model and scope of checks yearly, without waiting for the audit authority's recommendations.









		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		The new risk system has not yet started to fully function, it has not been possible to measure the effectiveness of this system, so we cannot draw first conclusions. In our opinion, increased attention should be paid to the understanding of the persons responsible for verification controls about the risks in the project, RBMV and risk identification, and whether they determine sufficient amount of additional control. Insufficient training of staff on the newly established RBMV framework. In 2024, we have launched interactive risk training for employees. However, we see a need to continue training on risks identification, assessment and decision making in the coming years.









		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		

The risk system will be integrated into the management information system. In addition, we use various databases in the checks, such as the database of the company register, the database of the State Revenue Service ect. With some databases it is possible to automatically read information in our management information system (for example information for overview of the project participants). Information about potential risks is also checked in Arachne system. 

A number of automatic controls have been built into the management information system, for example checking the risk of double funding when an invoice is compared with other submitted invoices to prevent potential double funding. 

In addition, it is possible to extract reports from the system.



The following tools are additionally being developed:

Risk management tool: The risk management tool is in the development process and we will partially start using it at the end of 2024. The tool will allow you to transparently see the risks and manage the project. Risks will be reflected according to the traffic light principle according to the responsibility levels of the project, SO/measure and line ministries. It will initially include approximately 28 risk criteria at each level, which will include the identification of indicative risks, the results of performed verifications, emerging risks, etc.



The Client Profiling System (CPS): is a web-based risk management tool designed to gather data from state and private registers and combine it with internal information within Latvia's Cohesion Policy funds management information system. The CPS assesses this data against a predefined set of criteria to provide a clear and objective risk assessment of clients and applicants seeking EU funds as well as contractors involved in the projects implementation. The development of the CPS is expected to improve the accuracy and efficiency of risk assessment, increase transparency in EU fund management, facilitate decision-making for fund allocation, and reduce the risk of fraud and misuse of EU funds.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		The process is not fully automatized, as mentioned risk criteria require also expert judgement  (analysis of existing and historical information etc.) and drawing conclusions.

We plan that this tool will be introduced by the end of 2025.









		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		There have been meetings with AA, where we discuss current affairs related to RBMW.









		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		We have received feedback on what we have presented, and AA have shared useful information about member states' experiences.

Together with MA we participate in the working group "ESF TCP: MA/AA-led Working Group on Management verifications and proportionate control".

In addition to cooperation with the AA, in 2022 and 2023 we have organized an experience exchange working group with the IB of Lithuania, Estonia and Sweden on RBMV.












7. [bookmark: _Toc168906267]PORTUGAL

		ERDF/CF/JTF Programme

		PITD - 2021PT16FFPR009

PACS - 2021PT16CFPR001

PAT -  2021PT16RFTA001

Norte - 2021PT16FFPR003

Centro - 2021PT16FFPR004

Lisboa	 - 2021PT16FFPR006

Alentejo - 2021PT16FFPR005

Algarve - 2021PT16FFPR007

Açores - 2021PT16FFPR002

Madeira - 2021PT16FFPR001







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		

Risk Assessment Methodology - Developed by the national coordination body with the assistance of a University - Nova IMS Information Management School



Risk-based management verifications - Incremental implementation model



Annual account 23-24

- Risk assessment based on 2014-2020 historical data

(i) Characteristics of beneficiaries and operations;

(ii) Results of controls and audits carried out by control bodies, identifying all operations

(iii) audited/controlled and their errors (if applicable) broken down by type of irregularity;

(iv) Suitability;

(v) Debts;

(vi) Irregularities reported to OLAF;

(vii) Operations financed by the RRF



Annual account 24-25 and following

- Risk assessment based on: 

(i) 2014-2020 historical data; 

(ii) the results of risk-based management verifications; and

(iii) the results of audit of operations



Main activities carried out:

Annual account 23-24

- Impact

      Historical analysis of payment claims;

      Classification of payment claims into classes of potential impact

- Development of risk matrices

- Design of the sampling strategy

- Simulation to assess the impact of the proposed sampling strategy



Annual account 24-25 and following

- evolution of probabilistic models and improvement of risk models

- monitoring the application of the model established for AY 23-24

- reanalysing risk factors

- evaluate potential impact with the predicted amount of error

- introducing expenditure categories as risk factors

- development of support mechanisms for analysing and managing risk

- promote a training programme for MA







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		Estimation of risk models for the probability of error (generalized linear models):

- Several models were tested taking into account statistical and conceptual criteria; 

- The models that demonstrated the greatest explanatory capacity and were conceptually valid were selected (one for ERDF/CF and one for ESF)

- The selected models include a set of risk factors with a significant impact on 

the probability of error occurrence



Risk Factors of the Beneficiary:

- Nature (only for ESF)

- Legal nature

- Concentration

- Dispersion Fund (only for ERDF/CF)

- Dispersion PO (only for ESF)

- Debts

- Reporting to the Public Prosecutor's Office



Risk Factors of the operation:

- Type of intervention

- Type of operation

- Materiality

- Multi-Fund (only for ESF)

- Operation's dominant Economic Activity









		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		Risk matrix, based on the probability of an error and the amount of the beneficiaries’ payment claim

[image: ]





Strategy for selecting the payment claim expenditure lines to be verified



[image: ]











		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		For the account year 23-24, the RB model is used on the level of payment claim.

For the following years, with data from de 23-24 accounts, and with a minimum of 1000 analysed payment claims, a risk-based model will be applied also at the level of expenditure items.



For PT  expenses under simplified cost options are a regular category of costs, no difference is made on the model.







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The model will be revised on a yearly bases, taking into account the rate error found in the previous year.









		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		 

- Having a single RBMV model for all MA and IB

- Fully implemented on IT system

- The beneficiary knows only submit the documents related to the sample before final submission and after pre-submissions of the payment claim









		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		- Not having the historical results of administrative verifications for all funds and MA prevent a two levels RBMV, payment claim and expenditure







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		The model is fully implemented on the IT system (Single access point for all beneficiaries) that applies the risk matrix at the operation level  and identifies the payment claims to be verified.

When a payment claim is selected to be verified, the IT system  also identifies the expenditure sample.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		Full automatization









		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The AA was consulted on the RB model.









		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		No suggestions were given.










8. [bookmark: _Toc168906268]FRANCE

		ERDF/CF/JTF Programme

		2 programmes:

ERDF-ESF + 2021-2027 Réunion programme (CCI: 2021FR16FFPR002)

(Interreg VI-D) Indian Ocean Programme (CCI: 2021TC16FFOR004)







		1. How the risk-based model was developed



		Please indicate clearly background for the risk-based model – whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; DID you use AA tools for risk assessment or expert judgement? Etc.



		The RBMV model has already been designed as part of the programme-wide risk approach. 



Upstream of the RBMV model, the MA therefore developed the risk mapping 2021-2027. This mapping of the programme’s risks is based in particular on the results of controls and audits 14-20 of all kinds, and on an ad hoc analysis of new risks. 



Once this risk mapping had been established, the MA analysed which risks identified by this mapping could and should be addressed by the RBMV model, at the level of payment claims. This analysis and methodology are traced back to the ex-ante evaluation defined by the MA. 



The annual update method follows the same process.



The RBMV model was conceptualised by the managing authority at the end of 2021-early 2022, so that it could be included in its DSGC 2021-2027.



It was then the subject of initial analysis by the Audit Authority.







		2. Risk factors



		Please indicate the risk factors contained in the methodology and the reasons why they were considered.



		

Thirty risk factors from the national SYNERGIE information system have 4 different risk strata: 

· The stratum Typology of actions of the Programme

· The beneficiary stratum

· The operation stratum

· The stratum Request for payment.



In the initial (ex-ante) risk analysis, it was analysed that we had to focus on the risks associated with the beneficiary, as a significant part of the risks (concerning payment claims) is linked to the beneficiary:

· its degree of structuring, 

· length of service, 

· its Grandfathering of EU funds, 

· its error rates on previous operations,

· ....



This is why a stratum is dedicated to “beneficiary risk”.



In addition, the ‘typology of actions of the programme’ layer makes it possible to create specific risks at the level of an action or type of action, in particular for new actions which did not exist in 2014-2020 and for which the MA has therefore decreased less.



These 4 strata are derived from the ex-ante evaluation established by the Managing Authority from the beginning of 2022 and are reflected in it.



This model is intended to apply both to ERDF and ESF + actions, as well as to the ETC programme for which the MA is the managing authority.









		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		

The risk assessment is based on a scale of 4 levels, scoring 0 to 3, with the highest risk scoring 3. Each risk indicator is subject to an allocation for the operation, allowing the staff member responsible for management verifications to see quickly where the highest risk areas are located in advance. 



Annual feedback is foreseen, allowing for a gradual refinement of the model and adjusting the quota system as necessary. 







		4. Use of risk-based model



		Please provide information on what level the risk-based model is used – e.g. level of payment claim, expenditure items. Are expenses under simplified cost options introduced?



		Since the risk statement is produced almost automatically, the RBMV model may apply not only after each contractual agreement, but to each payment claim. It should be noted, however, that some (pre-identified) data remain the “scheduled state”, and are not updated “in reel time”, either because this would have no meaning or because the additional workload involved was considered disproportionate by the MA. 



Operations fully covered by simplified costs are also intended to be covered by the RBMV model, with a differentiated approach:



· On the one hand, these operations are considered to be less risky than other operations and therefore have – everything else equal – a less elevated risk quota. 



· On the other hand, since the volume of work carried out by VSF has already been reduced as a result of the SCOs, the work of VSF still to be carried out can be maintained, particularly on the basis of risks specific to these SCOs (for example: correct application of the updating method,...?). 









		5. Revision and update of the risk-based model



		Please describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc.) and provide brief information about how the revision and update of the methodology is implemented.



		

The rhythm of revision and updating of the RMBV model is based on annuality, indirectly linked to the accounting closure work. Specifically:

· The findings of controls and audits of any kind are used to analyse the need to retrain and update the risk mapping of the OP. 



· After identifying new risks in the risk mapping, it will be analysed whether these new (or increased) risks have an impact on the RMBV moth. 



The logic of updating is therefore annual, except in a very specific situation that would be encountered during the year.









		6. Good practices



		Please repeat to any good practices based on your experience with setting up RBMV model so far.



		At this ‘early’ stage of implementation of the model, and above all on the basis of its design, the best practices we can highlight are:



· Progress in terms of simplification, 



· The partial automation of the process, which frees some time worked by officials on purely administrative tasks, in order to concentrate them on analysis and verification tasks, 



· The use of the rating scale from 0 to 3 (scale at 4 levels), with rating 3 being the most risky and automatically triggering an ‘old’ VSF (exhaustive).



· In addition to simplification, one of the objectives is to get the staff member in charge of the VSF to reflect on the essential risk areas ahead of VSF’s work.









		7. Not-so-good practices



		Please repeat to any not-so-good practices based on your experience with setting up RBMV model so far.



		We may see 2 risks:



· The risk of automatic application of the model without reflection, 



· The risk of creating ‘gas plants’ in the deployment of this new regulatory provision. These ‘gas plants’ generate little gain in terms of VSF, whereas the cost per man-days would be increased for the managing authority, or even for the beneficiary.







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system – developed specifically for the purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool – e.g. excel sheets, specific application, etc.



		

The RMBV model deployed by the MEUNION Managing Authority is based on the national SYNERGIE tool, which keeps all the data of the projects studied and selected. 



It is therefore a very slight extension of the existing software (very slight IT development), mainly resulting in the addition of a few new fields (4) in order to better identify risks, and automatic export. 



The functionality is therefore fully integrated into the basic functioning of the national SYNERGIE information system.



At the end of the chain, the automatically generated export is processed in a spreadsheet to format the data and calculate the risks (thus adaptable by each managing authority), in order to deliver a “ready-to-use” sheet for the benefit of the Head of Service and the staff in charge of the VSF. 









		9. Level of Automation



		Full/semi/no automatic risk assessment. Please write exactly what part of RB model is not automated.



		

The Managing Authority of the 2 OPs has a semi-automation objective, as follows:



· The risk factors correspond to data already existing in the information system and will therefore never be rescued (e.g. via an ad hoc spreadsheet). In this way, there is automatization.



· The risk statement on the payment request will be issued automatically using data directly from the national SYNERGIE software. This automated version of the risk statement will therefore not give rise to additional work for an official in charge of the VSF (or another staff member). On this 2th aspect, too, automatic.



· The risk statement will nevertheless be validated by a validator before implementation of the “management verification”, in order to leave part of the analysis to the Head of Service.



Consequently, according to the MA, this system is semi-automated.



This modus operandi implies that the risk factors should be analysed solely by using the data already available in the national SYNERGIE information system. The Managing Authority takes over this modality, in order to maintain the beneficial effects of this simplification leverage decided by the European institutions.









		10. Involvement of the Audit Authority



		Please describe clearly the involvement of the Audit Authority in the process of setting up the RB model.



		Indirect involvement of the Audit Authority through an analysis carried out as part of a system audit on the MA’s conceptual model described in the DMCS. On this basis, the analysis was positive at this stage.







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has made any useful suggestion setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		None












9. [bookmark: _Toc168906269]INTERACT (Italy-Croatia)

		ERDF/CF/JTF Programme

		Interreg VI-A Italy–Croatia CCI 2021TC16RFCB038







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		

The Programme decided to structure the process leading to the definition of the risk-based management verifications methodology for the period 2021-2027 in the following way:

1. Review of available legal framework, Commission and Interact documents

2. Collection of experiences from other Interreg Programmes

3. Internal analysis of available data on corrections done by national controllers (FLC ’14-‘20) and during 2nd Level controls for the identification of the Programme features

4. Risk assessment following the application of mitigation measures

5. Adoption of the draft RBMV methodology

6. Collaboration with Croatian Control body and Italian NA (Agenzia di Coesione) in finetuning the methodology before acknowledgment and adoption by Monitoring Committee. 







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		The overall basis of the risk assessment as assessed through the data analysis is the project partner claim (report) and the individual corrections made per claim as they were reported in the SIU database (electronic monitoring system used in 14-20). The risky elements striving from the 14-20 data analysis are as follows:



1. Equipment and Infrastructure and works are relatively riskier cost categories;

2. 1st and last Progress report are the ones where the majority of errors can be found (also for Staff costs);

3. A relatively higher error rate is found in case of the Centralized control system compared to the de-centralized control system for FLCs and the opposite occurs in case of 2nd level controls where a much higher proportion of errors is found in case of partners relying on a de-centralized controller.

4. Public procurement for contracting above 10.000,00€ can be associated to an inherent high risk due to the amount at stake, the high value of corrected amount and the complexity of procurement procedure. The error rate is not showing striking differences above or below the threshold and it is even relatively higher in case of procurements below 10.000,00€ (particularly in case of external expertise and staff)

Additional information provided by the centralized control body are pointing out that according to controller’s experiences and second level audit findings Staff and Travel cost categories can be considered at low risk and have negligible number and financial value of not eligible costs. Riskier items are confirmed to be found in Equipment and Works and Services and the vast majority of irregularities (more than 95%) are connected to public procurement procedures and contract implementation for values for which law on public procurement is applied – while for lower value there are significantly less irregularities detected due to much simpler procedure and procurement documentation.

Those results are backing the risky items (so called “key items”) as identified by HIT risk-based methodology following the analysis of the most common irregularities and errors data in 2014-2020, as provided by several Interreg programmes.







		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		

a. Identified risk are scored according to financial significance of errors detected, in relation to the costs category where errors are detected and stage of implementation

b. One-time specific risk assessment following the data analysis. Further updates of the risk assessment fall within the general revision of risk management exercise at programme level (see Revision and update of Risk-based model).

c. The basis of the administrative verifications is every partner progress report (activity + financial report) submitted by the project partner to the controller. Only cost categories with direct costs (staff costs, external expertise and services, equipment and infrastructure and works) are subject to verifications. Methodology recognizes key-items and items selected based on professional judgement.

Key-items verification

The controller performs full verification of key items for each progress partner report. Within this context, the following items are risky (key items) and should be fully (100%) verified:

1. Staff costs of the first and last progress report where staff costs occur. Furthermore, staff costs of a new staff member included for the first time in the progress partner report, or if significant changes in the staff costs occur (> 20%) in the time allocation of staff members (if the fixed percentage method is used) or if there are changes in the staff costs methodology (e.g. a change from fixed percentage method to full time).

2. Procurement for contracting amounts equal or above Programme threshold of EUR 10.000,00 (excl. VAT);

3. VAT (for projects with total costs of at least EUR 5m, including VAT or in case of State aid).

Professional judgement

On top of the full verification of key items, the controller, based on their professional judgement (decision-making, analyses, or evaluation based on knowledge, skills, training, or experience that the controller possesses) must select additional items from the list of expenditures to perform verifications on.

At least one item per cost category must be selected, where available. Item(s) to be controlled are selected from the remaining population of reported real costs and 10% of value (of the remaining reported real costs) must be included verification.

d. In case the controller finds deficiencies in key-items and items selected based on professional judgement, at least one more expenditure item needs to be selected for full verification.

e. SCOs are not verified by controllers. 









		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		

The model is used at the level of a partner report.

Interreg operations have periodic (6 months) reporting on activities and expenditures which is performed at the level of partners = partner reports and at the level of the project = request for reimbursement/payment claim. 

Every partner report is verified by national controllers, so the methodology is designed to identify risky expenditure items for every partner report.









		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The risks shall be periodically reassessed by the programme essentially based on controller’s corrections and audit results. The methodology will be updated when needed, and based on the revised risk assessment to reinforce the controls or further reduce them depending on the level of risks. The Managing Authority may also differentiate the proportionality and intensity of controls and include more risk factors, particularly at partner level, on the basis of the information that will become available through the implementation of the Programme. The updates of the methodology fall within the general revision of risk management exercise at programme level.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		Capitalizing on experiences of other Interreg programmes and tools provided by Interact and cooperating in development and implementation phase with stakeholder i.e. controllers who have to use the methodology when performing verifications.







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		Not applicable 







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		Partner reports are submitted in electronic monitoring system Jems which allows for individual expenditure items to be categorized in cost categories, connected or not to procurements and checked as “part of sample” or “not part of sample”, which allows for later data analysis and revision of methodology.

However, the identifications of items that should be fully verified is not automatic and controllers can use an excel table provided by the Programme to support them in the application of RBMV methodology.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		Automatization of RB model is currently not available.

Controllers must review the list of expenditures submitted by the beneficiary to understand the type and nature of the expenditure (cost categories) claimed. Expenditure items that correspond to the aforementioned characteristics (key items and professional judgment items) have to be fully verified. Other items are not checked.







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The RBMV Methodology has been shared with the AA.







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		










10. [bookmark: _Toc168906270]INTERACT (Interreg programmes managed by Poland)

		ERDF/CF/JTF Programme

		Interreg programmes managed by Poland







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		 For Interreg programmes managed by Poland the risk-based methodologies were prepare by the MA. The methodologies were based on data from the 2014-2020 perspective.







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		

Risk-based methodology for selecting payment claims for verifications:

Risks defined:

1. Factors for risk analysis:



1. PPR value (45%)

· PPR < EUR 5,000 – 1 point;

· EUR 5,000 ≤ PPR < EUR 10,000 – 2 points;

· EUR 10,000 ≤ PPR < EUR 30,000 – 3 points;

· PPR ≥ EUR 30,000 – 4 points.

1. Real cost category (20%)

· no real costs – 1 point;

· 1 real cost category in PPR other than infrastructure and works – 2 points;

· real costs only in the category of infrastructure and works – 3 points;

· 2 or more real cost categories in PPR – 4 points. 

1. Types of simplified methods (5%)

· no simplified methods (SCOs) or flat rate used in PPR – 1 point;

· Other than flat rate simplified methods (SCOs) used in PPR – 4 points.

1. Irregularities (including those found and reduced in PPRs) in the partner's part of the project determined in connection with previous controls (summed over the entire project implementation period for a given partner from controls conducted by the FLC and external audits) (15%)

· Total ≤ EUR 250 – 1 point ;

· EUR 250 < total ≤ EUR 1,000 – 2 points ;

· EUR 1,000 < total ≤ EUR 10,000 – 3 points ;

· Total > EUR 10,000 – 4 points.

1. [bookmark: _Hlk154130560]Controller's evaluation from cooperation with the partner (also from other projects). Based on the past implementation of Interreg projects and the Interreg partner reports cleared by the partner to date, the controller assesses the probability of errors in documentation and project implementation as (15%)

· low (e.g., partner has submitted previous partner reports on time, low number of errors and/or deficiencies in documentation – most often formal deficiencies, meeting deadlines for submission of clarification supplements or the next version of the progress reports, ongoing contact and informing the Controller of any delays agreed with the JS or lead partner) – 1 point;

· not high (e.g., high number of formal errors in the partner progress reports, low number of substantive errors) – 2 points;

· medium (including problems with contacting people in charge of the project, frequent delays in submitting partner progress reports, large number of formal and substantive errors) – 3 points;

· high (among other things, the beneficiary has not yet implemented projects under Interreg and submits the first partner reports) – 4 points



		Factors

		PPR value

		Real cost categories in the PPR

		Types of simplified methods (SCOs) in PPR

		Value of project irregularities

		Controller's assessment of cooperation with the beneficiary

		Result

(points)





		Points

		1-4

		1-4

		1-4

		1-4

		1-4

		Ʃ (factor size x weight)



		Weight

		0.45

		0.20

		0.05

		0.15

		0.15

		1



		Minimum score

		0.45

		0.20

		0.05

		0.15

		0.15

		1



		Maximum score

		1.8

		0.8

		0.2

		0.6

		0.6

		4







The minimum threshold set by the MA is 1,9.



Risk-based methodology for selecting expenditures within selected payment claims:



· Risk analysis

· expenditures that suggest double financing may have occurred,

· expenditures that suggest they’re ineligible,

· expenditures which raises a reasonable suspicion of fraud, 

· expenditures which may suggest the occurrence of selected infringements as gathered in information on irregularities collected by the controller,

· At least one item from each cost category,

· Minimum 2 items,

· 10% of value,

· Expenditures of the highest value selected, if the conditions for the sample have not been met

· If SCO included: minimum one lump sum of highest value, all flat rates, minimum 3 unit costs.



These risks were defined as most relevant based on the historic data and as a result of almost 2=years discussions with controllers while preparing the methodologies. In the MA’s opinion thanks to these factors the risk of irregularities have been minimized to acceptable level.









		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		a) Please see point 2 for scoring method.

b) Methodology for selecting payment claims is used for each payment claim submitted to the controller. Methodology for selecting expenditures is used for the payment claims selected within step 1.

c) Administrative verification with regard to payment claims and on-the-spot checks. Administrative verifications – cover payment claims selected for verification. It is assumed that verifications will cover around 50-60% of all payment claims, which cover 96-97% of allocation. On-the-spot checks are performed also on a sample basis, based on risk analysis. There is no minimum coverage assumed.



d) The extended sample is chosen by the controller based on their professional judgement.









		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		 Please see answers above.

Yes, SCOs are used. They also are sampled.







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		At the initial phase of programme implementation, the MA reviews the methodologies on the on-going basis, especially having received communication/questions from controllers. It is assumed that once programme is further in its implementation the review would be done once/twice a year







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		Using methodology on the level of payment claims contributed to decreasing the workload on controller’s side.



Not much experience yet with regard to use of methodologies.









		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		Despite having the methodology, controllers tend to choose bigger samples than necessary.







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		Excel tools are used.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		It is not automized.







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The AA was informed about the methodologies. No input from the AA received.







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		None.







		Annex

		File / link



		Interact (PL ETC) – Methodology for selecting projects for on-the-spot controls

		














11. [bookmark: _Toc168906271]LITHUANIA

		ERDF/CF/JTF Programme

		The European Union Funds Investment Programme 2021-2027 and the Recovery and Resilience Plan “The Next Generation of Lithuania”







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		Based on the experience of the previous funding period, the managing authority, together with the implementing body, has established a list of potential risk factors and adopted a risk assessment methodology.







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		Risk assessment methodology sets out risk criteria covering risks related to the project environment (assessment of the project funding source(s), assessment of project design, presence of partners, planned project duration, budget, project links with other projects, nature of main project activities, likelihood of double funding, experience of the project promoter over the past 24 months, likelihood of conflict of interest, nature of State aid, level of preparation of the project) and assumptions of origin and risks related to project administration and internal control (the evaluation shall include the turnover of the staff managing the project of the implementing body, their experience, the administrative capacity of the project promoter, the existence of indications of double funding, the investigations of irregularities carried out in the project and the proportion of ineligible expenditure identified, the eligibility of procurement, the risk of improper implementation of the financial obligations of the project promoter, the timeliness of the implementation of project activities, and the results of the on-the-spot checks.)







		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		-  Risk scores shall be given by assessing the likelihood of the occurrence of a risk and its impact.

- The initial (inherent) risk assessment will be carried out as soon as the project contract is signed. Thereafter, the risk will be assessed with each payment application submitted by the project promoter (risks generated during the project implementation)

-  The management check sample is subject to two stages of assessment: firstly, an expert assessment is carried out and the riskiest elements are selected according to the established criteria, and secondly, a random selection of 20 to 30 per cent (depending on the estimated risk of the project) of the elements to be checked is made from the remaining sample;

-  The sample will be extended if systemic irregularities or other relevant information is found.







		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		Risk-based management verifications are planned to be applied to expenditure items (including expenses under simplified cost options), procurement checks and on-the-spot checks.







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The methodology will be reviewed at least once during the accounting year and, if necessary, revised on the basis of findings of audits or other verifications.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		It is useful to refer to the experience of the previous funding period when identifying the risk criteria, as well as to the need for cooperation between the MA and the IB, and consultation with the AA.







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		The development of RBMV requires cooperation between MA and IB from the very beginning. We had a not so good practice where the IB initially developed the RBMV without consultation with the MA and submitted it to the MA for alignment, with a lot of discussion and refinement, which led to a longer process. When the discussions start from the very beginning of the development of the model the process is faster.







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		The excel tool is used for the risk assessment and the results are entered and stored in the IT system for project administration.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		The risk assessment is semi-automated, i.e. the project risk assessor has to tick the risk criteria in the excel file and then the overall risk of the project is calculated automatically using the formulas provided.







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		We had a meeting with the AA, where risk assessment models, the choice of sample size, etc. were discussed. The MA requested advice from the AA during the development of the risk-based sampling methodologies for management verifications and in case of questions on the application of the sampling method and the choice of sample size.







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		The AA has provided useful methodological material for the development of the risk model, as well as advice on the design of the audit sample, and we have agreed that we will also be available for future consultation on any issues that arise in relation to the development or improvement of the risk model.










12. [bookmark: _Toc168906272]ITALY

		ERDF/CF/JTF Programme

		RP Lazio ERDF 2021-2027 – CCI 2021IT16RFPR008







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		 The model for risk-based management verifications was mainly developed by analysing data from previous programming period. The model was developed by the Managing Authority of the programme, supported by Lazio Innova S.p.A., an Intermediate body, participating to the management and implementation of the ERDF Regional Programme and of the management and control systems.







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		Risks factors included in the model are linked to:

· the policy area of intervention

· the type of beneficiary (e.g. SME, research entities, etc.)

· financial entity of the project

· number of financial reports and requests for reimbursement 

· type of activities funded

· ARACHNE risk score.

Such risks were included in the model because they were considered to have an impact on the use of fundings and overall on funding cuts.    







		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		a. Each project selected for funding is assigned a score computed by considering most of the risk factors mentioned above (according to the type of project and financial support, i.e. public works, acquisition of goods and services, grants and financial instruments). Projects are then ranked according to the assigned score and those having the highest score have the highest chance to be selected first for management verifications (or rather the related payment claims).

b. The risk associated to a project is assessed after the project is selected for financial support.

c. The intensity of management verifications (% of expenditure to be controlled) is computed as the average of the scores assigned to the ranked projects.

d. The MA can extend the intensity of control during the sampling process, anytime, when occurs problems identified through monitoring, such as financial corrections, delays in implementation, suspicions of fraud, complaints, other “operations alert” where previous audits have identified reporting problems, irregularities, or suspected fraud.

e. The process described above concern operation different from Financial Instrument, which follow a specific and independent control process.







		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		The risk-based model is used in order to define, under a certain call for proposal, the total amount of expenditure to be verified and to select the payment claims to be checked.

For the purpose of management verifications, projects applying simplified cost options are treated the same as project applying real costs.







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The methodology will periodically be reviewed taking into account the results of administrative and on-the-spot checks, the findings from other control/audit bodies (e.g. AA, Auditors of the Commission and the European Court of Auditors, etc.) and the external factors that could have an impact on the implementation of projects.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		n.a.(the first application of the methodology still have to take place)







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		n.a.(the first application of the methodology still have to take place)







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		Reporting ed elaborating data from IT Programme system.

Other Tools used to implement the RBM are:

· ARACHNE 

· Excel sheets







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		At present the RB model is not automatised. Dedicated staff has to perform all the risk evaluation and sampling process mentioned above step by step, mostly by using pre-defined Excel sheets: (downloading project data, elaborating data, defining risk based scores, computing the intensity of verifications, etc.).







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The Audit Authority was not involved in developing the risk-based model at the beginning of the process.







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		Considering the new Management Audit Regulation, no previous practice has been adopted. However, the Managing Authority and the Ada are oriented to establish effective cooperation in this regard.










13. [bookmark: _Toc168906273]IRELAND

		ERDF/CF/JTF Programme

		2021IE16RFPR002 SOUTHERN, EASTERN & MIDLAND REGIONAL PROGRAMME 2021-2027







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		To reach the goal of an effective, efficient, and risk-based management verification system the Southern Eastern and Midland (SEM) Regional Programme has decided to structure the process the following way:

· Analysis of the reported corrections by the IB, MA & AA of the 14-20 programme.

· Consideration of the aforementioned corrections on the 21-27 programme.

· Analysis of the risks associated with the new programme at all levels of the cascade.

· Development of sampling methodology.

· Peer Review.

· Sign off.

· Annual update.



The system to be established needs to be easily understandable while taking into consideration the real risks that the Regional Programme faces, without creating additional administrative burden for the personnel carrying out the Management Verification Checks.







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		In line with the CPR the risk assessment was carried out ex ante and defines the risk factors/criteria for the selection of operations and payment claims that will be subject to Management Verifications. 

The rationale for performing the risk assessment ex-ante is to ensure an appropriate balance between the effective and efficient implementation of the funds and the related admin costs and burdens. 

The following risk factors were considered in the methodology:

· Corrections and adjustments as a result of Management Verification Checks at Intermediate and Managing Authority level for the 14-20 regional programme. 

· Review of the findings of National and EU Audits.

· Review of the corrections applied to the 14-20 programme.

· Each scheme funded under SEM Regional Programme was assessed to identify any unique criteria associated with them e.g. Operation of Strategic Operation, previous issues that arose with IBs, above threshold procurement.

All of the above areas were considered as they are the areas that would significantly impact the programmes progress.







		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		a. We have not applied scoring to our risk assessment.

b. The risk assessment will be reviewed annually. There is a provision in place to review between annual reviews if the need arises.

c. This will be variable based on each scheme, but we would envisage that we would have a minimum 20% coverage.

d. In case where deficiencies are found in the sampled population the sample will have to be extended. We suggest extending to 15 additional items in the cost category covering more than 70% of the expenditure claimed. Should no further deficiencies be presented the verification can be stopped. Should further deficiencies be detected, a 100% verification shall take place. Independently from the question of how to extrapolate after errors were found, the option will always be there to be able to add additional items to the verification that are considered risky or suspicious. This addition will however have to be duly justified, as this methodology was established to create a harmonised approach and is supposed to reduce the burden on the beneficiaries.

e. N/A.







		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		The risked based model will be used at Intermediate Body checking of Beneficiaries level and at Managing Authority level before submission of claims to the Member State. 







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		The methodology established shall be subject to a yearly review. The revision time should be after the accounts for the previous year have been established. Errors found during management verifications will be analysed during this revision and the methodology should be adapted if the analysis shows that the reason for the error is a faulty methodology and not an individual mistake. Earlier updates can be made if the programme is made aware that immediate adjustments are required.







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		Published guidance and capacity building were critical to our work.







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		It is important to avoid continuance of old systems/resistance to change.







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		At IB Level – each IB will have a different system as to how claims are submitted to them, and some will implement the RBMV in line with these whether they are IT based or Excel Spreadsheet based.



At MA level – claims will be submitted via the ePPM system from there a sample will be selected in line with the Methodology. This will be extracted using an excel download of the claim from ePPM. The Management Verification and Report will be completed using excel. The MA will review the integration of RBMV in later modules of the IT system but this is not a priority given the relatively low volume of operations under our programme.







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		N/A – no automatization.







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The Audit Authority will review and approve the sampling methodology and MV checklist







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		The Audit Authority has shared the guidance with us and the MA and AA are on a joint working group on Simplification.










14. [bookmark: _Toc168906274]LUXEMBOURG

		ERDF/CF/JTF Programme

		ESPON 2030 2021TC16RFIR004







		1. How the risk-based model was developed



		Please indicate briefly background for the risk-based model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.



		The base for the risk model was:

1) Previous programming period

2) Previous management verifications and audits

3) Previous quality check on the Single Beneficiary 

4) Previous risk analysis and the updated one 







		2. Risk factors



		Please indicate the risk factors included in the methodology and the reasons why they were considered.



		The remining risk factors after we decided to cover as many costs categories as possible with SCOs (off-the-shelves and programme specifics) are: 

·  The implementation of public procurements, above and below EU and National thresholds. 

· Double financing (related to the use of SCOs)



The only real costs left in the programme are related to public procurements. The programme is implemented with a Single Operation by a Single Beneficiary. 



Any irregularity related to the real costs would jeopardise the implementation of the programme. As the irregularity rate would be doubled (real costs represents 50% on which the other 50% is added via SCOs flat rates), the extrapolation could create a situation where one irregularity could result in an error rate above the materiality level.  









		3. Main aspects of the risk-based model



		Please provide a brief description of the main aspects of the risk-based model:

a. Risk assessment scoring method

b. Frequency of risk assessment

c. Scope of management verifications (and minimum coverage if applicable)

d. Conditions for extension of the sample (if applicable)

e. Any other information relevant for defining the model.



		a. We have developed a risk analysis for the programme based on a simple excel sheet classifying risks according to their potential impact and likelihood. The methodology then assess the risk against the effectiveness of the existing controls. Risks for public procurements stayed high. This has resulted in the necessity of an 100% control of the remaining real costs (50% of the budget). 

b. The risks are regularly reviewed, and in case of changes resulting from the management verification a modification of the approach will be proposed. 

c. 100% of real costs, representing 50% of the project budget

d. No extension possible 

e. It’s a model based for a programme having just one beneficiary and one project and with extensive use of SCOs. 









		4. Usage of risk-based model



		Please provide information on what level the risk-based model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?



		The risk is at the level of payment claim. The expenses under SCOs are not concerned. 







		5. Revision and update of the risk-based model



		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..) and provide brief information about how the revision and update of the methodology is implemented.



		See 3.c







		6. Good practices



		Please refer to any good practices based on your experience with setting up RBMV model so far.



		none







		7. Not-so-good practices



		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.



		It’s a very empirical model based on the in-house knowledge of the programme risks and the risks of the implementation model we have. 







		8. Tools



		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc.



		There is no sampling, all real costs are checked. 







		9. Level of automatization



		Full / semi / no automatization of risk assessment. Please describe briefly what part of RB model is not automatised.



		No automatization







		10. Involvement of the Audit Authority



		Please describe briefly involvement of the Audit Authority in the process of setting up the RB model.



		The MA and the AA exchanged frequently during the entire development of the management and control system description 







		11. Good practice provided by the Audit Authority



		Please indicate, if the Audit Authority has given any useful suggestion toward setting up RBMV or any other good practice concerning the involvement of the Audit Authority.



		none
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Hárok1


						Register of risk factors





						Return to the legend of the model


			Validity			Factor No.			Name of risk factor			Risk characterisation, hypothesis			Source of data			Weight linked to a group of risk factors (materiality)			Weight linked to a risk factor (materiality)			Category N°			Specification of the category
[selectability]			Weight linked to the risk category			Number of points





						Underlying risk factors


						Quantitative factors


			Valid			RF [1]			Type of beneficiary (sector)			HYPOTHESIS: There is a dependency between the type of sector of the beneficiary (by type of ownership) and the amount of ineligible expenditure identified

“- Historically, based on ITMS data, there is a correlation between the type of beneficiary and the occurrence of ineligible expenditure, i.e. there are differences in the rate of generation of NV by type of beneficiary.			ITMS			0.3			0.15			1			The beneficiary is an entity of the type (in the sense of ITMS typology): all those not listed in the other two categories of this RF			1			0.0


																								2			The beneficiary is an entity of the type (in the sense of ITMS typology): State; Private domestic			10			0.5


																								3			The beneficiary is an entity of the type (in the sense of ITMS typology): Ownership of local and regional authorities			20			0.9


			Valid			RF [2]			Duration of the entity’s existence			HYPOTHESIS: There is a dependency between the start-up period of the beneficiary and the amount of ineligible expenditure identified

— Newly created organisations are less risky than those existing at least 20 years before project implementation			ITMS						0.05			1			The period of establishment of the entity until the conclusion of the grant agreement is up to 240 months inclusive			5			0.1


																								3			The period of establishment of the entity until the conclusion of the grant agreement is over 240 months			20			0.3


			Valid			RF [3]			Experience in the implementation of EU-funded projects and the 2014-2020 programme			HYPOTHESIS: There is a dependency between the number of implemented projects financed by EU funds (including ESI Funds in PA 2014-2020) and the amount of ineligible expenditure identified

— The lower number of projects implemented by beneficiaries is more likely to lack practical experience in the implementation of projects leading to possible errors 

— Duly completed and extremely closed projects shall be counted, regardless of whether or not they have contributed to the project’s objectives.			ITMS
						0.05			1			The beneficiary is an entity that has implemented at least 1 completed EU-funded project in the past (including ESI Funds in PO 2014-2020)			5			0.1


																								3			The beneficiary is an entity that has not implemented any completed project in the past			20			0.3


			Valid			RF [4]			Amount of total eligible expenditure contracted			HYPOTHESIS: There is a dependency between the amount of COV and the amount of ineligible expenditure identified

— The higher the amount of COV contracted, the higher the risk of material ineligible expenditure due to possible malpractices			ITMS						0.05			1			CoV up to and including EUR 200000,00			2			0.0


																								2			CoV between EUR 200000,01 and EUR 5000000 inclusive			5			0.1


																								3			CoV from EUR 5000000,01			20			0.3


			Valid			RF [5]			Planned duration of implementation of the project (including support activities)			HYPOTHESIS: There is a dependency between the implementation period of the project and the amount of ineligible expenditure identified

— The trend towards ineligible expenditure correlates with the length of the project			ITMS						0.1			1			The planned duration of the project is between 12.01 months and 24 months inclusive			1			0.0


																								2			The planned implementation period of the project is up to and including 12 months			6			0.2


																								3			The planned implementation period of the project is more than 24 months			20			0.6


			Valid			RF [6]			Number of partners involved			HYPOTHESIS: There is a dependency between the number of partners involved and the amount of ineligible expenditure identified

— More partners (stakeholders and persons involved in project implementation), based on historical data, do not increase the risk of ineligible expenditure 			ITMS						0.05			1			Project implementation with 2 or more partners			1			0.0


																								2			Project implementation with 1 partner			5			0.1


																								3			Project implementation without partners			20			0.3


			Valid			RF [7]			Type of project			HYPOTHESIS: There is a dependency between the type/focus of the project and the amount of ineligible expenditure identified

— The nature of the project (IP, NP, DOP, etc.) predicts the expected complexity of the project and thus also indicates its potential riskiness (more comprehensive planning and coordination) 
			ITMS						0.05			1			Submitted, in terms of ITMS typology, a technical assistance project or a Rius project			5			0.1


																								3			Submitted is, in terms of ITMS typology, a major project, a national project or a demand-driven project			20			0.3


			Valid			RF [8]			Material focus of the project			HYPOTHESIS: There is a dependency between the material focus of the project/specific objective and the amount of ineligible expenditure identified

— The material focus of the project is historically correlated with the occurrence of ineligible expenditure, or a substantial part of the NCD is concentrated in a number of specific objectives.

			ITMS						0.1			1			Low-risk specific objective			2			0.1


																								2			Medium-risk specific objective			5			0.2


																								3			High-risk specific objective			20			0.6


			Valid			RF [9]			Quality of the project			HYPOTHESIS: There is a dependency between the number of expert evaluation points and the amount of ineligible expenditure identified

— Historically, based on ITMS data, there is a negative correlation between the achieved project score in the expert evaluation and the later occurrence of ineligible expenditure. Projects that have not been evaluated with point or exclusion criteria shall be considered to be medium risk.			ITMS; Joint evaluation sheet for the professional evaluation of non-refundable grant applications						0.05			1			The share of scores achieved out of the maximum score is less than 94 % inclusive			8			0.1


																								2			Not possible to evaluate – applicable to projects that have not been evaluated by point or exclusion criteria			15			0.2


																								3			The score score scored out of the maximum score is more than 94 %			20			0.3


			Invalid			RF [10]			Irregularity rate on the total expenditure of projects implemented by the beneficiary 			— The mere fact of the frequency and rate of irregularities identified indicates the riskiness of the beneficiary

— The NZR share is calculated as the share of the cumulative amount of all NZRs of a given beneficiary at a given time (assigned to a project with a code containing ‘IP’ (not ‘IO’), only those in status: uneconomic recovery, recovery, settled, detection of irregularity, irrecoverable, irrecoverable national level; only NRG with an impact on the EU budget; and the cumulative amount of eligible expenditure from the payment claim level of all projects of a given beneficiary at that time (only payment claims of type: clearing of pre-financing, clearing of pre-financing, interim payment, granting of tranche, clearing of advance PCS, interim payment of PCS and in the status of: authorised by SŽoP, paid)			ITMS						0.1			1			The percentage of irregularities identified in total project expenditure across all implemented projects financed by EU funds (including ESI Funds in PA 2014-2020) is below 2 % 			2			0.1


																								2			The percentage of irregularities identified in total project expenditure across all implemented projects financed by EU funds (including ESI Funds in PA 2014-2020) is in the range of 2 % including – 5 % inclusive.			10			0.3


																								3			The percentage of irregularities identified in total project expenditure across all implemented projects financed by EU funds (including ESI Funds in PA 2014-2020) is above 5 %.			20			0.6


			Valid			RF [11]			Procurement method and procedure			HYPOTHESIS: There is a dependency between the PP/procurement parameters and the amount of ineligible expenditure identified

“- Historically, based on data from the ITMS, there is a correlation between the threshold method and the PP/procurement procedure and the occurrence of ineligible expenditure, i.e. some types of PP/procurement show a higher tendency to incur irregular expenditure.			ITMS						0.1			1			Project planned, implemented or completed only low-risk PP/procurement, or the project does not contain any PP/procurement			1			0.0


																								2			A minimum of 1 CA with medium risk is planned, implemented or completed in the project			10			0.3


																								3			A minimum of 1 PP with a high level of risk is planned, implemented or completed in the project			20			0.6


			Valid			RF [12]			Method of declaring expenditure			HYPOTHESIS: There is a dependency between the nature of the expenditure and the amount of ineligible expenditure identified

“- A project using a simplified way of declaring expenditure (expendum group 901 to 905, 910, 920, 620 to 626, 621B to 623B, 902B to 904B, 0099, 642) (compared to actual expenditure) is less prone to ineligible expenditure at the time of its implementation/represents a lower level of burden on the provider when carrying out checks on submitted payment claims. 
			ITMS						0.1			1			Project applying the S & D method to 100 % of the contracted total eligible expenditure of the project			2			0.1


																								2			Project applying a combination of actual expenditure and S & D within the contracted total eligible expenditure of the project			10			0.3


																								3			Project applying the S & D method of 0 % of the contracted total eligible expenditure of the project			20			0.6


			Valid			RF [13]			Rate of reduction of the requested support			HYPOTHESIS: There is a dependency between the rate of reduction of the requested support and the amount of ineligible expenditure identified

“- Historically, based on data from the ITMS, there is a correlation between the amount of aid claimed and the later occurrence of ineligible expenditure.

— The difference between the amount of non-refundable grant applications requested and approved is taken into account.			ITMS						0.05			1			The budget of the non-refundable grant application was approved in full compared to the non-refundable grant application submitted, possibly increased.			5			0.1


																								3			The budget of the non-refundable grant application was approved in a reduced amount compared to the non-refundable grant application submitted			20			0.3


						Additional risk factors


						General – cross-sectional


			Invalid			DRF [1]			Output from ARACHNE system analysis			— Projects with an overall score above 20 points (overall score in the Projects/Projects dashboards, Contracts/Contracts or Suppliers/Contractors) are more likely to be prone to fraud, conflict of interest and irregularities – i.e. the project should be subject to a comprehensive check on payment claims to mitigate possible risks identified by the ARACHNE system			Quantitative analysis in ARACHNE for dashboard Projects/Projects, Contracts/Contracts or Suppliers/Contractors (Checklist for Risk Verifications as indicated by ARACHNE)			0.7			0.055			1			Overall score up to 20 points (dashboard Projects/Projects, Contracts/Contracts, or Suppliers/Contractors)			1			0.0


																								3			The overall score is 20 or more (dashboard Projects/Projects, Contracts/Contracts, or Suppliers/Contractors)			20			0.8


																								4			Not relevant or not possible to evaluate			10			0.4


			Valid			DRF [2]			Error rate in previous verified payment claims (share of NV in claimed expenditure)			— The increase in the share of ineligible expenditure in all expenditure in verified payment applications, identified by both the provider and another authority, increases the riskiness of the project – the impact on the need to reassess the required level of detail in subsequent payment claims.

— Only ineligible expenditure identified ex ante (before payment of the payment claim) is taken into account as the difference between the claimed and the eligible amount of the payment claim.

			ITMS						0.105			1			The share of NV in total expenditure claimed so far in the payment claims checked is below 2 %			1			0.1


																								2			The share of NV in total expenditure claimed so far in the payment claims checked is between 2 % and 5 % inclusive			10			0.7


																								3			The share of NV in total expenditure claimed so far in the payment claims checked is above 5 % 			20			1.5


																								4			Not relevant or impossible to evaluate at a given time			10			0.7


			Valid			DRF [3]			Share of the CB in the payment claim subject to full control			— The smaller the percentage of the COV’s expenditure in the payment applications submitted is subject to a complete/material check by the provider, the greater the risk of non-identification of possible errors by the beneficiary			Provider/ITMS registration						0.105			1			% Of the CoV in previous payment applications subject to full control is more than 50 % of the COV			1			0.1


																								2			% Of the CoV in previous payment applications subject to full control is between 25 % and 50 % of the COV inclusive			10			0.7


																								3			% Of the CoV in previous payment applications subject to full control is up to and including 25 % of the COV			20			1.5


																								4			Not relevant or impossible to evaluate at a given time			10			0.7


			Valid			DRF [4]			Power intensity of the financial on-the-spot checks			HYPOTHESIS: There is a dependency between the number of financial on-the-spot checks carried out and the amount of ineligible expenditure identified

— The financial on-the-spot check carried out reduces the uncertainty as to whether the expenditure reimbursed will be eligible and the beneficiary fulfils all obligations and implements the project according to the principles of sound financial management, i.e. the more financial on-the-spot financial on-the-spot checks have been carried out so far, the lower the risk of error 
— Each project is delimited by its start and end. Within that period, the planned activities of the project are implemented, and the purpose of the financial on-the-spot check is to identify in good time possible errors which could ultimately lead to the need to change or suspend the project as such, i.e. as soon as possible (depending on the use of the COV project) the financial on-the-spot check is carried out, the sooner the contractor obtains reasonable assurance as to the nature and method of implementation of the project.

— Historically, on the basis of data from the ITMS, there is a correlation between the amount of financial on-the-spot checks carried out and the occurrence of ineligible expenditure, i.e. the higher the number of financial on-the-spot checks recorded on the project, the trend towards the creation of NV.			ITMS						0.105			1			2 or more completed financial on-the-spot financial on-the-spot checks have been carried out since the start of the project activities			1			0.1


																								2			1 financial on-the-spot financial on-the-spot check has been carried out since the start of the project activities			5			0.4


																								3			No completed financial on-the-spot check has been carried out since the start of the implementation of the project activities			20			1.5


																								4			Not relevant or impossible to evaluate at a given time			10			0.7


			Valid			DRF [5]			Changes to the project			HYPOTHESIS: There is a dependency between the change in the project and the amount of ineligible expenditure identified

“- The nature and frequency of changes made to the project influences the continuity of the implementation of the project’s activities. Changes affecting the provisions of the grant agreement – i.e. any significant changes to the project (change in the timetable, project objectives, measurable project indicators, budget, change of beneficiary, change of project team) as well as any substantial changes to the project indicate a higher required level of assurance that project objectives are met and potential errors stemming from them are as low as possible.			ITMS (all changes registered in ITMS)						0.055			1			Project with no changes			1			0.0


																								2			Formal or minor change			10			0.4


																								3			Significant/substantial change			20			0.8


																								4			Not relevant or impossible to evaluate at a given time			10			0.4


			Valid			DRF [6]			Nature of expenditure in the payment claim			HYPOTHESIS: There is a link between the nature of expenditure in the payment claim and the amount of ineligible expenditure identified

“- Historically, based on data from the ITMS, there is a correlation between the nature of expenditure in the payment claim and the occurrence of ineligible expenditure, i.e. some groups of expenditure show a higher level of error than others.			ITMS (Payment application form)						0.155			1			Low risk payment claims in terms of combination of spending groups			1			0.1


																								2			Medium-risk payment claims in terms of combination of spending groups			8			0.9


																								3			High risk payment claims in terms of combination of expenditure groups			20			2.2


																								4			Not relevant or impossible to evaluate at a given time			10			1.1


			Valid			DRF [7]			Amount of the payment claim compared to the COV of the project			HYPOTHESIS: There is a dependency between the relative size of the payment claim and the amount of ineligible expenditure identified

“- Historically, based on data from the ITMS, there is a negative correlation between the share of payment claims in the project budget and the occurrence of ineligible expenditure, i.e. in the payment applications representing a lower share of the project’s COV, there is a greater tendency to incur irregular expenditure.			ITMS (Payment application form)						0.105			1			The declared amount of the payment application submitted is more than 50 % of the total eligible expenditure of the project			5			0.4


																								2			The declared amount of the submitted payment application is higher than 15 % and at the same time less than or equal to 50 % of the total eligible expenditure of the project			10			0.7


																								3			The declared amount of the submitted payment application is equal to or less than 15 % of the total eligible expenditure of the project			20			1.5


																								4			Not relevant or impossible to evaluate at a given time			10			0.7


						Performance of checks on payment claims


			Invalid			DRF [8]			Quality of payment claims			HYPOTHESIS: There is a link between the need to complete payment claims and the amount of ineligible expenditure identified

“- Historically, on the basis of data from the ITMS, there is a correlation between the replenishment of payment claims and the occurrence of ineligible expenditure, i.e. a higher incidence of ineligible expenditure has been identified in the payment application and not returned to the beneficiary for replenishment (no situation “To complement (NA_DOPLNENIE)”.
— This DRF combines the quality of the payment claim in terms of both the need to complete the payment claim and the occurrence of the NV.			ITMS						0.105			1			Payment claims had to be supplemented/explained and the expenditure is eligible in full.			1			0.07


																								2			There was no need to supplement/explain payment claims and expenditure is eligible in full.			10			0.74


																								3			Payment claims were/were not to be supplemented/explained and expenditure is not eligible in full.			20			1.47


																								4			Not relevant or impossible to evaluate at a given time			10			0.74


						Performance of financial on-the-spot checks


			Invalid			DRF [9]			Conclusions on the performance of the financial on-the-spot checks			— The performance of the financial on-the-spot checks is initiated by a risk analysis at the level of the payment application. In the case of more risky payment claims, it is more likely to identify errors.			ITMS						0.105			1			Project check without findings			1			0.1


																								2			Project check with findings/deficiencies – non-material (no impact on eligibility of expenditure)			10			0.7


																								3			Project check with findings/deficiencies – material (implication on eligibility of expenditure)			20			1.5


																								4			Not relevant or impossible to evaluate at a given time			10			0.7


						Performance of PP checks


			Invalid			DRF [10]			Status of public procurement or procurement carried out			— The negative result of the PP check makes it more likely that errors can be identified.			ITMS						0.105			1			As a result of the PP check, expenditure was accepted for funding or no findings/deficiencies were identified			1			0.1


																								2			The PP check resulted in eligible expenditure (deficiencies with no impact on the PP) or identified removable findings/deficiencies 			10			0.7


																								3			The control of PP identified serious weaknesses, i.e. ineligible expenditure (non-admission of expenditure or part of it into funding)			20			1.5


																								4			Not relevant or impossible to evaluate at a given time			10			0.7


						Exclusionary risk factors at project level





			Valid			VRF [1]			Suspected conflict of interest			HYPOTHESIS: this is an exclusion criterion, in the light of which the hypothesis has not been established.

The presence of risk in the context of the MFF [1] derives from the institute of an ongoing review as defined in the ‘Handbook on the Financial Management of EU Funds for the 2021-2027 programming period’, i.e. it is valid for the duration of the ongoing review.			Documentation for the on-going investigation			N/a			N/a			N/a			No			N/a			0.0


																								N/a			yes			N/a			1.0


			Valid			VRF [2]			Suspected fraud or corruption			HYPOTHESIS: this is an exclusion criterion, in the light of which the hypothesis has not been established.

The presence of risk in the context of the MFF [2] derives from the institute of an ongoing review as defined in the ‘Handbook on the Financial Management of EU Funds for the 2021-2027 programming period’, i.e. it is valid for the duration of the ongoing review.			Documentation for the on-going investigation						N/a			N/a			No			N/a			0.0


																								N/a			yes			N/a			1.0


			Valid			VRF [3]			Negative media coverage of the project			HYPOTHESIS: this is an exclusion criterion, in the light of which the hypothesis has not been established.			Monitoring of the media of the MA/IB (Review of the media complaint)						N/a			N/a			Project without negative publicised stimuli (confirmed or in solution) or with a minimum of 1 unconfirmed stimulus			N/a			0.0


																								N/a			Project with negative media coverage (with at least one or more confirmed instigation or idea in the solution)			N/a			1.0


			Valid			MFF [4]			Other risk			This risk factor shall include the identification of any other risk not covered by the above risk factors. It is identified by the project manager on the basis of the information available to him at that time. The project manager shall act in the manner described above if he has information or knowledge which indicates or may give rise to a risk of ineligible expenditure and the consequent need to carry out a full check on the payment application. 
The following shall always be considered as another risk:
— submission of the first payment application in the project containing expenditure (interim, clearing of advance payments and pre-financing); 
— submission of a payment claim under the Fisheries Programme of the Slovak Republic 2021-2027; 
— advance payment, clearing of pre-financing; and 
— Payment claims for projects where, because of the ongoing examination, project financing is still ongoing but payment claims are not included in the summary payment application until their legality, eligibility and regularity is confirmed.

In addition, the following may be considered as other risks: e.g. in the project, payment claims were unduly withdrawn, public procurement procedures were unduly withdrawn, non-standard/problematic/impaired communication and documentation from the beneficiary, risk of irregular splitting of contracts with the same subject-matter of the contract within one year, financial irregularity in previous payment applications linked to the payment claim analysed, use of external project management, issuance of ex ante financial correction, serious finding in the performance of a formal AFC payment claim, etc.			Depending on the risk						N/a			N/a			No			N/a			0.0


																								N/a			yes			N/a			1.0





						Legend:			1 – Low risk


									2 – Medium risk


									3 – High risk


									4 – n/a or cannot be evaluated at a given time


									yes – is present


									No – Not present





									Valid


									Invalid
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Appendix 1 – Risk factors ratings





			





			Risk factor / Rating


			1


			2


			3


			4


			5





			1


			Type of beneficiary


			Central Government


			Semi-Governmental Organisations


			Wider Public Sector / Public Universities


			Local Authorities


			NGOs / SMEs / Private Universities / Associations / Federations / Private Bodies





			2


			Experience and internal control system of the Beneficiary (capacity as a contracting authority). The ratings are provided by the Cyprus Audit Office.





			Low risk


(Rating 0-3)


			


			Medium risk


(Rating 4-7)


			


			High risk


(Rating 8-10)





			3


			Total payments included in a payment application to the date of sample selection.





			


			


			


			


			





			4


			Total Budget of the contract / project / call of proposal.


			


			


			


			


			





			5


			Category of Contractual Commitment (technical construction, smart, digital, staff cost etc)





			Supplies


			Services (other than digital). Allowances


			                                     Staff cost. Energy efficiency / smart projects. Grant schemes


			Digital projects


			Technical projects (construction and environmental)





			6


			Funding from other sources (declared at proposal submission stage)





			NO


			


			


			


			YES





			7


			Existence of results from previous verifications for the specific project / contract/ aid scheme.


			YES


			NO


			


			


			





			8


			Results of previous verification (irregular expenditure or errors that resulted in financial corrections or exclusion from payment application in terms of the contract selected in order to verify expenditure resulting from the specific contract)


			Without previous verification or
0%-2%


			2%-5%


			5%-10%


			10%-15%


			>15%





			


			Risk factor / Rating


			1


			2


			3


			4


			5





			9


			Suspicion for fraud / corruption / conflict of interest in terms of specific contract / project (result of whistleblowing)


			NO


			


			


			


			YES*





			10


			Inherent risk for a category of works / scheme (assessed by the Body carrying out the verification with a rating from 1 to 5)


			


			


			


			


			





			11


			Results from ARACHNE risk scoring for the risk categories "Reputational & Fraud" and "Concentration of Funding (total score = 100)


			<20


			20-39


			40-59


			60-79


			80-100*





			12


			Type of procurement process used


			Framework agreement 


			Open tender procedure


			Closed tender procedure 


			Summary tender procedures


			Negotiated procedure with or without publication





			13


			Single source award (following an open or closed procurement process)


			NO


			


			


			


			YES





			14


			Value and number of modifications during the implementation of a contract in relation to the total amount of the contract (High / Medium / Low)


			<10%


			10%-20%


			20%-30%


			30%-40%


			>40%








* The contract is assessed as high risk and must be selected for verification.
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1. Selection of regular projects for on-the-spot controls


1. The FLC selects projects for on-the-spot control from among all projects that collectively meet the following conditions:


0. as of the date of sample selection, have a signed subsidy contract and have not yet been completed,


0. in the fiscal year for which the sample is selected have achieved or will achieve[footnoteRef:1] a minimum of 40% implementation of the planned budget of the project partner. [1:  Estimate based on data in the progress reports.] 



1. The FLC selects projects for control based on risk factors:


1. Budget from ERDF partner in EUR


· Budget < EUR 100 thousand – 1 point;


· EUR 100 thousand ≤ budget< EUR 500 thousand – 2 points;


· EUR 500 thousand ≤ budget < 1,000 thousand – 3 points;


· Budget ≥ EUR 1,000 thousand – 4 points.





1. Type of activities in the partner's part of the project


· Activities do not include the purchase of equipment and infrastructure and works – 1 point;


· Purchase of equipment and infrastructure and works involve less than 50% of the partner's budget – 2 points;


· The purchase of equipment and infrastructure and works covers at least 50% and less than 75% of the partner's budget – 3 points;


· Purchase of equipment and infrastructure and works cover at least 75% of the partner's budget – 4 points.





1. On-the-spot controls conducted at the project partner


· an on-the-spot control has been scheduled or was carried out and no financial findings have been identified – 1 point;


· an on-the-spot control was carried out and financial findings were found – 3 points;


· an on-the-spot control has not yet been planned and carried out – 4 points.





1. Results of controls/audits by other institutions


· An external audit has been carried out on part of the partner's project – 1 point;


· External audits have been carried out on parts of the project and financial findings have been identified – 3 points;


· Part of the project has not had any external audit to date – 4 points.





1. Controller's evaluation from cooperation with the partner (also from other projects). Drawing upon the previous implementation of Interreg projects and the partner's settlement of Interreg payment claims thus far, the controller evaluates the probability of errors in documentation and project implementation as follows:


· low (e.g., partner has submitted progress reports requests on time, low number of errors and/or deficiencies in documentation – most often formal deficiencies, meeting deadlines for submission of clarification supplements or the next version of the progress reports, ongoing contact and informing the controller of any delays agreed with the JS or lead partner) – 1 point;


· not high (e.g., high number of formal errors in the progress reports, low number of substantive errors) – 2 points;


· medium (including problems with contacting people in charge of the project, frequent delays in submitting progress reports, large number of formal and substantive errors) – 3 points;


· high (among other things, the beneficiary has not yet implemented projects under Interreg) – 4 points.





			Factors


			Budget from ERDF partner in EUR


			Type of activities in the partner's part of the project


			On-the-spot controls conducted at the project partner


			Results of controls/audits by other institutions


			Controller's assessment of cooperation with the beneficiary


			Result


(points)








			Points


			1-4


			1-4


			1-4


			1-4


			1-4


			Ʃ)





			Minimum score


			1


			1


			1


			1


			1


			5





			Maximum score


			4


			4


			4


			4


			4


			20











Indication for on-the-spot control is a score in the range of 14-20 points.
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		Map of risk-based management verification practices under ERDF/CF  (rev. 29/03/24)

								1		2		3		5		6		7		8		9		10		11		12		13		14		15

		Item						ERDF/CF Programme				Managing authority
/ Intermediate Body		Setting up RBMV model														Tools				Cooperation with the AA

								Title		CCI				How the risk-based model was developed		Risk factors		Main aspects of the risk-based model		Usage of risk-based model		Revision and update of the risk-based model		Good practices 		Not-so-good practices		Tools		Level of automatization		Involvement of the AA		Good practice provided by the AA

		Notes		MS		Ref		Please indicate the title (in EN) and CCI of the ERDF/CF 2021-2027 Programme under which the RBMV is used 
				Please indicate the ERDF/CF MA or IB which implements RBMV 		Please indicate briefly background for RB model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.		Please indicate the risk factors included in the methodology and the reasons why they were considered.		Please provide a brief description of the main aspects of the risk-based model:
- 	Risk assessment scoring method
- 	Frequency of risk assessment
- 	Scope of management verifications (and minimum coverage if applicable)
- 	Conditions for extension of the sample (if applicable)
- 	Any other information relevant for defining the model.		Please provide information on what level the RB model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..)		Please refer to any good practices based on your experience with setting up RBMV model so far.		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc..		Full / semi / no automatization of risk assessment
Please describe briefly what part of RB model is not automatised.		Please describe briefly involvement of the AA in the process of setting up the RB model.		Please indicate, if the AA has given any useful suggestion toward setting up RBMV or any other good practice concerning the AA involvement.

		1		Austria		AT-1		IJG/ERDF & JTF 2021-2027		2021AT16FFPR001		Managing authority
/ Intermediate Body		 - data from previous programming period was analysed: Type of projects and beneficiaries, cost categories with highest risks were taken into consideration by establishing the risk scoring/min. coverage. To set the thresholds for full MV the data from the IT-System of 2014-2020 were taken into account. 
As the data did not deliver all the desired outputs, a special working group was set up in order to determine risk factors based on previous experience. The model was prepared within the working group, then the method was circulated btw the IB´s. The AA has been consulted on the method, the method is currently under review, taking into consideration the AA's comments. 		 Three categories of risk factors: 
- type of project: aid intensity, cooperation project?
 - type of beneficiary: previeous experience of the beneficiary with EU funding, records, quality of submitted documents  
 - type of costs: cost categories (staff costs, cost of materials), SCOs
The risk factors are the result of deliberations by the working group, based on their professional judgment.		  -  Risk assessment scoring method: Annex to the method (the higher the risk, the higher the points appointed to a risk factor)
 - Frequency of risk assessment: per payment claims of the beneficiary
 - 	Scope of management verifications (and minimum coverage if applicable): compulsory elements  + min. nr. of items to be checked (20/50 depending on the type of operation) + min. 30% of items claimed + min. 50% of costs claimed
 -  	Conditions for extension of the sample (if applicable): to be decided
 - 	Any other information relevant for defining the model: copulsory elements: conditions by publ. procurments, state aid, Affiliated companies etc. 		payment claims/ on-the-spot checks

For simplified cost options there are too many open questions -> therefore no specific conditions. Method can be modified any time, if needed. 		every year + if needed		Setting up a working group of experienced FLC staff from the IBs was extremely helpful in developing the method. Including the project approval side in the process proved to be helpful as well. Making the working group smaller than the big group consisting of all IBs was an asset and lead to more constructive discussions.
Structuring the group's ideas and views in a 'decision tree' was a helpful tool to visualise the status of discussions. 		The verification of individual expenditure item was carried out on a sample basis by some IB`s in  2014-20. The size of sampling was critisised by the AA. Therefore the IB carried out a full check. 

 AA indicated that SLCs will continue to do full audit which made the IBs very risk-averse which influenced the developed model.		excel		Aside from the documentation of some of the flc steps (based on a report from the monitoring system), the rb model has no automised steps. 		The AA has given feedback on the method; the method and open issues/questions have been discussed in a meeting between the MA/AA. The method is currently under revision based on the comments.		Suggestions included: 
- The error rate of the sample is high (10%) and therefore very risky.
- The procedure concerning on the spot-checks should be revised, it might make sense to perform on the spot checks on a needs basis i.e. in case of events
- The risk factors should be revised so as to avoid any conflicts/misunderstandings
- The method should be tested by the IBs for its robustness (does the threshold alarm the IBs for the cases where the FLC did in fact find errors, whereas the less risky payment claims did not show any errors?) 
- A low financial error (for example 50 cents in one receipt) should not automatically lead to full verification as this would defeat the purpose.

		2		Belgium		BE-1		ERDF Flanders		2021BE16RFPR002		VLAIO (MA)		MA decided on the risk factors based on experience in previous programming periods		Beneficiary age, number of projectpartners, nature of the project (investements, …), part of a larger project or not, total cost, own financial contribution, planned public procurement, state aid regime, type of expenditure (SCO, real cost), non recoverable VAT, double financing, pos/neg experience with benefiary		° Risk assessment on project level when project is approved & with every project modification (red, orange, green)
° Risk category red/orange/green defines the level of on desk & on the spot MV for example all red projects get on the spot checks		Every payment claim is being checked but not for all expenditure items. We will work with a treshold: check everything above the treshold & check on the basis of a random sample below the treshold. Treshold & size of the random sample can vary depending on risk red/orange/green		Only when necessary (audit findings & own assessment/experience MA)		Too early to say		Too early to say		Risk analysis on project level in Excel sheet. Risk score (red/orange/green) to be imported in the IT system		Automatic selection of expenditure items to be checked (above treshold + random sample) is planned.		Consultation is ongoing		Too early to say

		3		Cyprus		CY-1		Programme Thalia 2021-2027		2021CY16FFPR001		(1) MA (DG Growth)
(2) Treasury of the Republic
(3) IBs		The risk-based model was based on the experience gained in the previous 3 programming periods by the Directorate of Financial Control of European Funfs of the Treasury of the Republic of Cyprus, which has the responsibility to perform all administrative verifications of expenditure, collect all irregularities and errors and prepare the summaries of errors that accompany the Accounts submitted for all co-financed OPs (under Cohesion Policy and Fisheries).  The summaries prepared include statistical analysis based on COM’s typology of errors. 
Some of the risk factors in the model were already used in order to select works items in order to perform on the spot verifications, and when selecting items within a payment application submitted by a beneficiary (applications with a large number of transactions under a single contract).
The experience of the Public Procurement Directorate was also used in order to assess the risks related to public procurement, as the authority responsible for verifying the compliance of all procurements above certain thresholds before they are assigned and used to implement co-financed projects.
The experience of the Cyprus Audit Office (not the audit authority for the funds but the Supreme Audit Institution of the Republic) was used in terms of a Specific risk factor, the Internal Control System and the Capacity of Implementing Bodies (potential beneficiaries) as Contracting Authorities.
The ARACHNE tool was used in terms of two specific risk factors “Reputation and Fraud” and “Concentration of Funding”.		
1.	Type of Implementing Body (Central Government, Local Authority, NGO, University etc)
2.	Experience and internal control system of the Implementing Body (capacity as a contracting authority)
3.	Total payments included in a payment application to the date of sample selection
4.	Total Budget of the Intervention / project
5.	Category of Contractual Commitment (technical construction, smart, digital, staff cost etc)
6.	Funding from other sources (declared at proposal submission stage e.g. RRF)
7.	Existence of results from previous verification
8.	Results of previous verification (irregular expenditure or errors that resulted in financial corrections or exclusion from payment application in terms of the contract selected in order to verify expenditure resulting from the specific contract)
9.	Suspicion for fraud / corruption / conflict of interest in terms of specific contract / project (result of whistleblowing)
10.	Inherent risk for a category of works
11.	Results from ARACHNE risk scoring "Reputational & Fraud" and "Concentration of Funding"
12.	Type of procurement process used (open, closed, negotiated without publication – mandatory selection if negotiated)
13.	Single source award (following an open or closed procurement process)
14.	Value and number of modifications during the implementation of a contract (High / Medium / Low)		(1) Risk assessment scoring method: Risk factors are usually assigned a value from 1-5 (lowest to highest).  Some risk factors used are weighted, depending on verification stage for which sampling is used (see below) – e.g. when the end result is a percentage of risk to be applied on a value e.g. value of payments submitted in an application.  Some factors may be pass / fail factors e.g. if negotiated process, project selected for procurement verification regardless of value
(2) Frequency of risk assessment: Risk factors are revised annually by risk scoring team and documented in the MIS to be used for extracting reports to facilitate the sampling
(3) Scope of management verifications: The verification process is divided into different stages: (a)	some aspects are verified during the project selection stage (e.g. compliance with DNSH, state aid, charter of fundamental rights etc – such verifications are performed on all projects submitted with no exceptions – no sampling), (b)	verifications at procurement stage – (Public Procurement Directorate performs the verification and issues a certificate) – risk-based verification based on some of the risk factors (capacity of contracting authority (H, M, L), budgeted value of contract, type of procurement process = negotiation, single source award (following open or closed process). – sample selected by Ben and confirmed by the IB at the contract approval stage (Beneficiary submits contracts that comply with the requirements to the Public Procurement Directorate for verification of compliance). (c)	Conflict of Interest Verification – ex-ante – performed on contracts selected based on monetary value of contracts / budgeted grant amounts. – risk assessment has not been included in this type of verification as it is a new process using the ARACHNE tool and it is still under assessment. (d)	Verification of payments – during submission of payment applications by beneficiaries – risk assessment is performed per contract against which payments are submitted – ranked by cumulative value of payments declared against a specific contract. – risk factors applied are weighted (factors 1, 2, 3, 5, 6, 7, 8, 9, 11) – resulting weight is applied on value of payments which are then ranked and top 10% of contracts with payments are selected and all payments on selected contracts are verified. (e)	On the spot verifications (technical) during implementation of the operations – applied to select specific items of works to verify on the spot or to select a number of activities within an operation e.g. training operations or development of a platform.  All projects are verified on the spot.  However, the 10 riskiest categories of works are verified.  Possibility not to verity all projects under a call for proposals is only granted for projects within aid schemes (beneficiaries targeted mostly individuals, SMEs, NGOs) – risk based sample applied to select projects for on-the-spot verification (risk factors used – ARACHNE scoring applied on the value of payments in a payment application to rank applicants and select a sample).(f) On the spot verifications following completion of projects (projects within aid schemes with requirement for maintenance of investment) – 5% of completed projects applying ARACHNE score to value of grant paid to rank them.(g)	Verification of the capacity of IBs (performed annually by the MA on a sample of operations under the responsibility of an IB – covering functions assigned by the MA to the IB – e.g. selection of projects, verifications) – risk-based sample of operations selected – 3% of operations with payments with a ceiling of 30 operations per call of proposals.
(4) Conditions for extension of the sample: Only in the case of irregularities that are assessed as not being of a one-off nature. – the level of extension depends on the nature of the finding – extended to other contracts, additional payments under the same project etc		See description above – risk based models are applied at five levels – procurement, expenditure, on-the-spot during implementation, on the spot to ensure maintenance of investment and compliance of IB. 

Due to the fact that the risk assessment is performed at the level of the contract, thus 10% of contracts with highest risk score are selected and all expenditure items claimed for the selected contracts are verified, some payment claims may not be selected for verification at all but will be included in the payment application submitted to COM.  Simplified cost options is not a risk factor and SCOs are assigned a low risk factor value as a type of “contract / legal commitment” if part / all of a project is implemented using SCOs.  No FNLC will be applied at the level MA-to-BF.		An annual revision of the methodology is mostly undertaken to take into consideration updated results from verifications and audits, new beneficiaries that need to be assessed, or new / revised scores from the ARACHNE tool (open source data, sanctions lists etc).  The revised risk scores are entered in the MIS and are used for extracting reports using which the sample is selected.  The process of ranking and selecting the population is manually performed through these reports (excel sheets).  It is not a fully automated process.  However, following the sample selection, the items verified in payment claims are flagged whether they have been verified or not (for completeness of audit trail purposes). 		Need to keep the number of factors small, and the scoring system simple and not judgemental, and to the extent that the system can provide with automated scores e.g. the ARACHNE scores will be attempted to be fed back into the MIS so that they are extracted automatically in the risk scoring reports (still under development).  The percentage of errors corrected against payments declared by a Beneficiary (automatically computed by the MIS).  For judgmental scores use also other experts (e.g. Public Procurement Directorate, Auditor General’s Office)		Avoid scores that will need to be manually computed or entered each time – e.g. due to the fact that there is no interface currently between the e-procurement system and the MIS for co-financed projects, the data related to the procurement process are entered in the system manually by the beneficiary, therefore need to rely on the verification of the IB to ensure reliability of data.		A risk scoring module is being developed within the MIS for co-financed projects.  The module is necessary mostly in order to allow for manual entry of risk scores that cannot be automatically computed by the system from other data entered (e.g. the type of beneficiary is a data field in the system therefore the risk score depending on the type of beneficiary can be computed.  However, the assessment of the capacity of the Contracting Authority is given by the Cyprus Audit Office and therefore needs to be manually entered in the MIS.  See also previous reference to extracting risk scores from the ARACHNE system and entered in the MIS through an xml upload process.  

The scores are then generated in reports that can be extracted in excel format.  For example the report to be used for the payments sampling will include all the risk scores, the weighting already assigned to each score and the value of the payments submitted through beneficiary payment claims accumulated to the level of a contract upto the point of the report generation.  The contracts will be ranked and 10% will be selected (sample will cover 10% of the value of payments claimed for the period of sample selection).  A random selection will also complement the risk-based sample (user-prompted – to be tested whether it can be fully generated through the system). 

The reports documenting the sample selection process will be uploaded on the MIS.
The beneficiary payment claims then verified, will have a special indication of whether each item (or the entire claim) has been verified or not (traffic lights scheme system).		Semi automization		Model has just been completed and submitted to the AA for comments		RBMV methodology assessed informally by the AA - Final assessment is pending



		4		Czech Republic		CZ-1		Interreg Programme Czechia - Poland		2021TC16RFCB024		MA - Ministry of Regional Development		We use data from previous programming period and also some risk factors from previous period and some new risk factors connected with new programming period conditions. For ex. as part of the risk analysis of payment applications, we performed an analysis of the size/value of payment applications, analysis of the reduction of expenditure types and analysis of irregularities from programming period 2014 - 2020. Analysis of public contracts (public procurement) was made etc. Everything has been  discussed among MA, NA and Programme controllers. It is still being discussed with the AA in the framework of the system audit.		The value of payment application - the higher the value of the payment application, the higher the risk of an error in it, and the higher the risk of having to cut a larger volume of funds and thus a greater impact on the recipient and, at the same time, on the error rate of the entire program. Method of reporting employee costs - employee costs reported as unit costs (no experience) are more risky than employee costs reported as flate rate, existence of irregularities in payment applications, The type of expenditure in payment applications - costs for infrastructure and works are more risky than for ex. equipment cots or external expertise and services costs because of their higher value etc. By selection of a sample of projects for on-the-spot inspections we use risk factors: ERDF contribution of partners - the higher the partner's ERDF contribution, the higher the financial risk in case of problems, partner experience with Interreg, Frequency and scope of change requests - the more frequent changes in the project, the higher the risk of errors and financial impact, occurrence of irregularities, Results of audits and controls - if a finding with a financial impact was made at a partner during administrative verifications, on-the-spot inspections and audits, such a partner is more risky etc.		the risk analysis of payment applications - Risk assessment scoring method - we have defined 3 types of payment applications - small, medium and large ones, by small ones we plan to control each 4th payment application (excluding the 1st and final payment application, which are always checked), by medium ones we plan to define sample by using risk factors - each risk factor has it´s weight and points (minimum is 1 point, maximum are 4 points) and level of risk = wight x number of points, large payment applications are all controlled (85% of all costs, value more than 100 000 EUR) , Frequency of risk assessment - each time a beneficiary submits payment application, scope of management verifications (and minimum coverage) - every final payment application has to be controlled, every 1st payment application has to be controlled , conditions for extension of the sample - If you find some mistake for ex. in the 3rd payment application, you have to check if the same mistake is not in the 1st or the 2nd one as well. Selection of a sample of projects for on-the-spot inspections - we plan to choose projects by using risk factors - each risk factor has it´s weight and points (minimum is 1 point, maximum are 4 points) and level of risk = wight x number of points, Frequency of risk assessment - every six months and the risk analysis applies only to partners with financial participation and only to partners who have already been reimbursed for expenses of min. in the amount of for ex. 30% of the ERDF contribution specified in the valid legal act, conditions for extension of the sample - whenever necessary, when, for example, the beneficiary does not fulfill his obligations, does not submit implementation reports on time etc.		payment application/claim - expenses under simplified cost options are included, on-the-spot inspections, controll of public procurement		The Czech controllers send the MA and the Polish controllers NA once a year by January their possible suggestions for adjusting the parameters of the risk analysis. The MA subsequently revises the parameters both on the basis of the controllers' suggestions and on the basis of the AA's own control activities and audits.		We have good experience for ex. with risk factors as legal form of the partner, partner experience with Interreg, irregularities, but we have still no experience with the risk analysis of payment applications.		risk factor - quality of payment application/ list of expences - it was very subjective and each controller had it´s own view 		IT system MS2014+ or MS2021+ serves as a source of basic information about projects - our IT expert made and makes data reports for us, but the analysis was and is and will be made in excel sheets.		assigning weights and points to risk factors is not automatised. It is automatized for another programmes but not for our programme - we need to work on project partner level, not on the project level.		AA has to approve our documents describing risk analysis.		We are finished with our documentation, but we are still awaiting feedback from the audit authority as part of the system audit.

		5		Czech Republic		CZ-2		Transport 2021 Programme
		2021CZ16FFPR002		MA - Ministry of Transport		Administrative verification of the Transport 2021+ Programme is carried out on 100% of the submitted applications due to the high amounts of funds involved. A number of these payment claims is administratively processable. Based on the experience of the previous programming period, 100% administrative checking of the payment claims has proved to eliminate errors in the submitted documents. I.e. due to the 100% control of the RARs, the risk analysis is not processed for the control

		6		Czech Republic		CZ-3		All ERDF/CF programmes				Ministry of Finance - Central Harmonization Unit (CHU), i.e. the body responsible for the central methodology in the administration verifications and on the spot conrols area		As regards the use of risk-based verifications, the national Guidelines for administrative verifications and on the spot controls, issued by the Ministry of Finance – Central Harmonization Unit (CHU), clearly favours the use of risk-based sampling, not excluding simplified cost options. In contrast, 100% verification requires justification of the scope.

The CHU issued the manual for MAs regarding the best and bad practices including also this area, which describes the basic elements of a risk management strategy and possible sampling methods, but leaves their specific use to the MAs. The CHU then analyses this area in detail and gives feedback in the context of commenting on manuals and other procedures of the MA/IB. Based on this feedback, the CHU expects to create a model risk management strategy document that could help the MAs to process this area in a comprehensive way. 

As far as the monitoring system is concerned, it contains a verification module (for procedural and record keeping of verifications) and also a tool (module) for a risk analysis as such. The use of this tool for risk analysis is voluntary; MAs can process risk analysis outside the monitoring system, but it is always necessary to comply with the provisions of the national Guidelines for administrative verification and on the spot controls, i.e. to record the relevant results of the risk analysis with a link to the verifications plan.

		7		Germany		DE-1		Programme ERDF 2021-2027 Thuringia		CCI 2021DE16RFPR011		MA ERDF Thuringia / Germany		Data from the previous programming period are analyzed (funding period 2014-2020)		The risk assessment is intended to apply four risk criteria which, based on the experience from the previous funding period 2014-2020 (FP 14-20), have the greatest influence on the regularity of the expenditure to be declared to the COM from the point of view of the MA ERDF Thuringia:
1. measure and management and control system in the FP 14-20
2. Result of the system audit by the AA in the FP 14-20
3. Results of the audits of operations by the AA in the FP 14-20
4. Results of the administrative verifications by the IB or MA in FP 14-20		Four risk levels are used to perform the risk assessment. These are defined and established for each risk criterion. For the risk assessment, the risk level for each risk criterion is determined for each measure on the basis of the available data. To determine the overall risk of the respective measure, the values of the risk levels determined in this way are summed up. The lowest risk is thus a value = 4 and the highest risk a value = 16.
administrative verifications in respect of payment claims:
Measures with an identified overall risk = 4 will, in principle, be given the option of carrying out administrative verifications on a sample basis with regard to beneficiaries' payment requests. The sampling procedure must then be agreed between the managing authority and the intermediary body, taking into account the specificities of the measure in question.
In case of an identified overall risk >= 5, a 100 % verification of all beneficiaries' payment caims including all expenditure items and supporting documents must be performed.
on-the-spot verifications of operations:
On-the spot verifications can generally be carried out on a random basis. The scope of the on-the-spot verifications to be carried out depends on the overall risk determined for the respective measure as a result of the risk assessment. The higher the overall risk, the more likely it is that a risk will occur and the higher the inspection rate and thus the inspection density must be. The audit rate is staggered and amounts to at least 2.5% of the operations of a measure.
It is planned to revise the risk assessment annually from the 4th accounting year onwards.		Risk assessment is performed at the measure level and thus includes all expenditures of the respective measure.		For the time being, the risk criteria mainly refer to FP 14-20. In the course of FP 21-27, the risk criteria will be adapted or redefined accordingly and the results and experiences gained in this funding period will be included in the risk assessment. It is planned to revise the risk assessment annually from the 4th accounting year onwards. In this context, the methodology will also be reviewed.						The risk assessment uses data from the AA and data of the administrative verifications carried out by the IB or MA available in the IT system (ERDF-DATA).		The risk assessment is prepared on the basis of the data mentioned (not automated).		In line with the COM's recommendation, the MA has informally discussed the risk assessment with the AA to have a mutual unterstanding.		During the informal discussion, the AA provided the MA with notices and recommendations to the risk assessment, which the MA examined and largely took into account.

		8		Germany		DE-2		ERDF Hamburg 		2021DE16RFPR005		MA ERDF Hamburg/Germany		We asked other managing authorities about their experiences.		Experience of the beneficiary with ERDF; Amount of expenditure; previous audits of the beneficiary		The auditors decide at their own discretion on the scope of the audit. A risk-based sampling concept is also available.		level of expenditure items, expenses under sco are includet		We discuss the outcomes of the autdits with the managing authority and the intermediate body and adapt our procedures. 		The RBMV should not be complex, it should be very easy to use.		At the beginning, our sampling concept was so complicated that the auditors considered a full audit of all supporting documents to be more practicable.		excel sheets 		no automatization		We asked the AA for their approval. 		not applicable 

		9		Germany		DE-3		ERDF/JTF Saxony 		2021DE16FFPR003		MA ERDF/JTF Saxony/Germany		Data from the previous period 2014-2020 was used		New project areas/change of responsibility;  
Average volume of funds per project;
Past experience		The three risk criteria mentioned are used to carry out the risk assessment. For the risk assessment, the risk level for each risk criterion is determined for each measure based on the available data. To determine the overall risk of the respective measure, the risk levels determined in this way are summarized. The lowest overall risk is given a score of 0 to 3, the medium overall risk is given a score of 4 to 6 and the highest overall risk is given a score of 7 to 9.

Minimum quotas for management verifications and on-the-spot checks:
- Measures with an identified low overall risk of 0 to 3 -> management verifications of 20%
- Measures with a determined average overall risk of 4 to 6 -> management verifications of 25%
- Measures with an identified high overall risk of 7 to 9 -> management verifications of 50%

on-the-spot verifications are carried out at a low and medium risk of 5% and at a high risk of 10%.		Risk assessment is performed at the measure level and thus includes all expenditures of the respective measure.		For the time being, the risk criteria mainly refer to FP 14-20. In the course of FP 21-27, the risk criteria will be adapted or redefined accordingly and the results and experiences gained in this funding period will be included in the risk assessment		see column 7		-		Data from the AA and data from the administrative verifications carried out by the AA or MA are used in the risk assessment		The risk assessment is prepared on the basis of the data mentioned (not automated).		not applied		not applied

		10		Germany		DE-4		EFRE IBW Bavaria 
		2021DE16RFPR002
		ERDF Managing authority Bavaria (Referat 51 in the StMWI)		Experiences from the 2014 - 2020 funding period with regard to the risk-based implementation of management verifications		New project areas/change of responsibility; Past experiences; amount of expenditure 		Administrative Verifications:
Each payment claim is reviewed for eligibility under national and EU law for at least 20% of the expenses billed. The selection of supporting documents to meet the minimum 20% verification rate is composed of a combination of risk-based and random sampling.

On-the-Spot Verifications: 
Experience of the beneficiary with ERDF, Amount of expenditure, previous audits of the beneficiary .... 
In coordination with the MA / IMB, individual auditing quotas were determined based on risk. 
		Risk assessment is performed at the payment claim level; there are SCOs included.		Audit results will be evaluated and, if necessary, the procedures will be adjusted 		Previous procedure has proven successful in the funding period 2014 - 2020 		n/a		Datas was carried out by the MA from the IT-System. 		no automatization		AA was involed.		n/a

		11		Germany		DE-5		ERDF Mecklenburg-Western Pomerania (M-V)		2021DE16RFPR007		MA ERDF M-V		Data from the previous programming period are analyzed (funding period 2014-2020)		Methodologically, the inherent risk and the control risk are assessed as part of the risk analysis. Inherent risk expresses the probability associated with the implementation of each funding activity that errors will occur. It is assessed based on the following criteria: Type of funding, type of beneficiaries, complexity of the funding instrument, proven system / implementation experience from previous funding period, type of eligible expenditure, relevance to state aid, susceptibility to fraud and potential damage, relevance to procurement law.The values applicable to the criteria have been defined. Experience from previous funding periods has shown that these criteria do not have an equal impact on the probability of errors occurring. For this reason, certain criteria (e.g., proven system / experience from previous funding period; relevance to state aid, susceptibility to fraud, relevance to procurement law) are weighted higher.
As part of the control risk assessment, the audits carried out for each funding point (1) the administrative verifications carried out by the IB or the MA, 2) results of project audits and 3) system audits by the AA ) are evaluated to determine whether there was an accumulation of errors. Based on the extent of any error clusters, the control risk is assessed.
As a result of the analysis, the funding activities were classified into three risk groups (low / medium / high). The management and control system (MCS) stipulates that classification into one of the risk groups is relevant for the intensity of the documentary checks and on-site inspections to be carried out. In the area of documentary checks, standard minimum quotas for determining the sample size of the documents to be checked are specified on the basis of the classification. In the area of on-site inspections, the classification affects the number of operations to be inspected.
		For the risk assessment, the risk level for each risk criterion is determined for each measure on the basis of the available data. To determine the overall risk of the respective measure, the values of the risk levels determined in this way are summed up. The lowest risk is thus a value = 1,0 ("best case" and the highest risk a value = 2,8 ("worst case"). Value </=1,6 (low risk), value 1,7-2,3 (medium risk) and value >2,4 (high risk).
Minimum quotes for documentary checks : low risk (documents to be checked cover at least 10% of the expenditure re-invoiced in a budget request), medium risk (20%), high risk (30%) 
Minimum quotes for on-site inspections: low risk (20% of the projects are to be checked), medium risk (30% of the projects are to be checked), high risk (40% of the projects are to be checked)		Risk assessment is performed at the measure level and thus includes all expenditures of the respective measure.		For the time being, the risk criteria mainly refer to FP 14-20. In the course of FP 21-27, the risk criteria will be adapted or redefined accordingly and the results and experiences gained in this funding period will be included in the risk assessment. It is planned to revise the risk assessment at regular intervals (annually or every 2 years).						excel sheets, audit reports		The risk assessment is prepared on the basis of the data mentioned (not automated). 		The MA informs the AA about the result of the risk assessment.

		12		Denmark		DK-1		National programme for the ERDF in Denmark: Strong enterprises through innovation, digitalization and green transition		2021DK16RFPR001		Danish Business Authority		The risk-based model is not finalised yet, but will be so before any verification in the 2020-2027 term is to be carried out. It is based on a system developed for the 2014-2020 term, the experince from that - including continious input from AA, external accountant and officers perfoming verification management, and suppleamented with new data, escpecially certain data from the tax authorities. The information in this mapping is thus given on the basis of the model as it is at this stage of development and the expected final model, and should be considered as a draft. In the 2014-20 term an external auditor has pefromed a thouroghly verification, and the subsequent verification by the MA has focused on a verification of the work performed by tha external auditor and a further risk based verification of the payment claim. Denmark expect to qualify for and put in place enhanced proportionate arrangements in accordance with CPR Art. 83 and 84 no later than 1 July 2023.		Relevant constituent parts of a salary. Correct application of SCO instead of salary. Employees with high salaries. Contactors with more than three deliveries to the same project. Contracts where buyer and seller are economic partners in the project or where data from company register suggest a coincedent between buyer and seller. Also focus is on same employee on different projects, and identical supplyers on different projects.		On basis of risk factors, which is evaluated once og twice a year, a oberservation list for each payment claim by a beneficiary is created on the basis of available data, identifying which samle should be looked at.		The focus is salaries, conditions for using SCOs, expenditure and the relevance of expences (including hours used) vis-a-vis the project.		The methodology is last updated in October 2022.						Data collected from projects via online reporting in dedicated IT system (PRV), data from company register and data from tax authorities.		Semi to full automated.		Dialogue on a regular basis.

		13		Estonia		EE-1		Programme for Cohesion Policy Funds 2021–2027, Estonia 		CCI: 2021EE16FFPR001		Managing authority
/ Intermediate Body		RB model is based on data from previous programming period  - data about irregularities.		Predefined risk categories take into account factors such as: 
- who decides the funding of the project (the experts involved, commission etc.) 
- nature and complexity of the project (infrastructures, studies, equipment, etc.)
- indicators for the action are not clearly formulated and the indicators are not ex-post verifiable (e.g. seminars, trainings); 
- length of the eligibility period for projects under the open call
- maximum amount of support
- legal type of the beneficiary (company, non-profit organisation, public body, etc.); 
- whether simplified cost options are used or cost documents are checked
- whether there are public procurements
- whether environmental impact has been taken into account
- double financing, similar measures or national funding for similar activities;
- whether the self-financing requirement has an impact on the potential risk of fraud.		Each measure receives a risk assessment based on previously mentioned aspects:
Low-risk         (up to 35% of the maximum risk scores)           
Medium-risk  (between 36% and 74% of the maximum risk scores) 
High-risk         (75% or more of the maximum risk score)

Scope of management verifications
Low risk - F.e one randomly selected document in the project 
or project itself is randomly selected for on-the-spot Control (from the set of projects in the open call)
Medium risk - 10% of total of support sum
High risk - 25 % of total support sum		Level of payment claim. Expenses under SCOs are included.		During the use if there is a need.		Opinion of all the relevant stakeholders were asked (IBs, ministries, AA).		We don't have.		Excel sheets.		No automatization.		The model was introduced to AA and they accepted the model.		Their main suggestion was to write down the metholodolgy in detail.

		14		Greece		EL-1		22 Greek Programmes funded by ERDF, ESF+, CF, JTF, EMFAF (single Management and Control System) 				22 MAs and the IBs of the 22 Programmes		The management and control system for the 22 Programmes is common. Thus, the model was developed by the Service responsible for the Management and Control System, namely the Special Service for Institutional Support and Information Systems (in the Ministry of Development and Investments). While drafting the methodology and thw risk factors, some MAs were being consulted. The Coordination Body cooperates closely with the Audit Authority, which made some recommendations on risk factors as well the methodology itself.
The risk factors of the previous programming period used for on-the-spot verifications, were "tested" against relevant corrections so as to conclude if their scoring was "consistent" with the corrections. Some of the "old" factors have been deleted and some new factors, arising from studying all the material available from other countries, Reflection paper etc. as well as from our experience, have been incorporated.
		Factors related to the beneficiary: 
- type of beneficiary, 
- number of beneficiaries in the project, 
- whether the beneficiary has been verified or audited before, 
- financial corrections of the beneficiary, 
- compliance of the beneficiary to obligations as well as to recommendations, 
- number of projects    
Factors related to the project:
- complexity of the project
- nature of project (tangible and intangible outputs included)
- method of implementation (e.g. public contract etc.) 
- expected duration of project implementation
- project started before submission
- budget
- number of amendments made during the course of the project
- corrections from administrative verifications 
- time passed from previous verification/ audit
- financial corrections of the project		- Risk assessment scoring method - 19 factors, 18 of which automatically scored and one scored "manually". The factors are scored every month for the sampling of the payment claims and every six months for the on-the-spot verifications.
- 3 layers of risk
- Administrative verifications: 1) Payment claims: the first payment claim and as a minimum: upper layer - all payment claims are verified, medium layer - 3 payment claims are verified, lower layer - 2 payment claims are verified. 2) Sampling of expenditure: random per category of cost (20% of expenditure verified, less only if the number of expenditure items is extremely high). In addition, the payment claim with SCO expense that is submitted for the first time.  
- On-the-spot verifications: as a minimum: 15% of projects, 10% of expenses. 50% of projects to be verified from the upper layer (25% the most risky and 25% randomly), 30% of the medium layer randomly and 20% of the lower layer randomly. 
When irregularities are detected within a payment claim, the MA/IB extends the sample to other expenses of the payment claim. If similar irregularities are detected, the MA/IB may consider an on-the-spot verification and/or administrative check of previous payment claims (the expenses of which are most possibly included in a payment application to the Commission). 		The RB model is used for administrative verifications, on the level of payment claim, as well as for on-the-spot verifications. 
No special risk for SCOs. There is a provision, though, that the first time expenses within the framework of a SCO option are submitted, have to be verified, thus the payment claim including these expenses must be verified.  		The whole management verifications methodology, including the RB model, is planned to be revised annually, on the basis of verifications and audit findings, the Annual Audit Report, the TER/RTER rate, suspected fraud cases, etc. 						The RBMV is integrated within the Management Information System used in the implementation of the 22 Programmes, as well as the accounting system for the Accounting Aythority.  		18 risk factors are scored automatically, while only one risk factor (the compliance of the beneficiary to obligations and recommendations) is scored "manually", i.e. it is up to the MA/IB to score the compliance. 		The Special Service for Institutional Support and Information Systems is closely cooperating with the AA. The first draft was sent to the AA for comments, ammendment proposals etc. We are currently incorporating the recommendations to the final draft. 		-The AA suggested two risk factors  for the beneficiary (a. public expenditure declared to EC, in cumulative basis  b. participation in more than one fund : to avoid double funding)
-The AA also suggested , as good practice, apart from the basic sample based on RBMV, MAs could extend their audit work in problematic areas by selecting an additional sample of management verifications and documenting the feasibility & methodology in writing.


		15		Finland		FI-1		Innovation and skills in Finland 2021 – 2027
EU regional and structural policy programme		2021FI16FFPR001		Ministry of Economic Affairs and Employment of Finland (MA)		Materials from the previous programming periods have been analysed. The MA has discussed about the development with the AA and the Accounting Function. The first version of the RB model is ready. It will be further processed with the IBs as the payments are running during this year (2024). The contribution of the IBs (possibly a workshop) in specific questions is the next step forward. 		Findings from the previous programming periods, based on the guidance by the Commission. The materials (e.g. COM working paper) and the ESF TN examples have been analyzed and utilized in relation with the experiences from the previous programming periods. The issues emphasized by the Commission (e.g. double funding) have been taken into account and considered relevant. A paper of the risk factors has been concluded (in Finnish). 		Annual risk assesment inspection. Scoring method: project classification as high/normal risk (risk level), which leads to certain procedures in administrative verifications - the scope is in projects with high risks.  If there are findings in a project, the coverage and frequency of administrative verification and also risk level must be reconsidered. A lighter procedure is not possible. If there are findings and a lighter procedure has been used, the scope of the verification may have to be widened. The first payment claim complements the risk assessment in a project. It is analyzed whether the risk assessment has been adequate and whether re-evaluation of risks in a project is necessary. Risk based on-the-spot verifications.		RB model is used at the level of payment claims; SCOs are included.		The MA examines the methodology annually taking into account the findings. The IBs review the risk assessment for each project when carrying out the administrative verification of a payment claim. For the programming period 2021-2027, the emphasis has been in the issues, which would better launch the idea of the risk-based verification approach in the IBs.		The idea of risk-based approach is welcomed. It has been good that the risks have been analyzed and that the lessons learned from the previous programming periods have been utilized, as well as the relevance of the risk-based approach in the past. 		There have been difficulties in understanding the focus of setting up the RBMV model and how detailed methodology should be developed in the MA, since the IBs are in charge of the project management. AI might make it easier in the future, but so far AI solutions are not an option.		Integrated within the IT system used for the implementation of the Programme (EURA 2021). The IT system facilitates with the help of an interface among others the verification of tax debts of the beneficiary. The project are managed as a whole within EURA 2021, including risk assessment and risk classification. The risk management strategy with its attachment table is a separate document not included in EURA 2021. The management and control system descriptions by the IBs may contain specific procedures in an IB (not included in EURA 2021). However, all project specific decisions have been justified in EURA 2021.		None (AI solutions, Arachne, alerts or such are not in use).		The MA has asked the AA to comment the risk management (strategy) as a whole. The comments given by the AA have been taken into account. 		The AA has given recommendations (among others the risk scoring system and project level calculation) and pointed out the need for concreteness and to take into account all aspects of risks and different risks linked to different cost options. The MA has taken into account the aspects of the AA. The process is still on-going and the level of concreteness will be further discussed. 

		16		France		FR-1		Programme Nouvelle-Aquitaine FEDER FSE+ 2021-2027
		CCI:2021FR16FFPR005		Région Nouvelle-Aquitaine		Ex-ante assessment based on the 14/20 programming, taking into account the level of risk highlighted by previous audits and performance audits.
Regarding AA tools: Final audit conclusion conclusions on error typologies following audits		Risks that emerged from the ex-ante assessment, risk mapping and recommendations of the Commission's guidance note on partial performance audits.
At the level of the operation:
- Large total eligible cost
- Public contract
- State aid
- Several co-financiers
- No use of OCS
- Duration of the operation
- Number of expenditure items
At the level of the beneficiary:
- Type, legal status
- Number of partners involved in the project
- New beneficiaries
- Beneficiaries with irregularities
Before the payment of an advance or a balance:
- From the 2nd payment request if irregularity in the 1st payment request
- Delay in the implementation or modification of the project		A risk matrix was developed to determine the ratings for each of the risks identified by operation; an overall rating was then defined to justify the type of control applicable to the operation: exhaustive or partial administrative verification of the payment request according to the risks identified.
- Each risk was rated from 1 to 3 according to its impact and probability of occurrence. A weighting was added to take into account the recurring risks identified in the 2014-2020 control assessment (risks related to the Public Procurement Contract and irregularities detected during a previous control). This rating takes place after each programming round.

A risk score is assigned to each operation; this score may change if new elements emerge during the operation.
A critical threshold score is determined: all operations rated above this significant level will be subject to an exhaustive verification of expenditure; conversely, all operations rated below this level will be subject to a partial verification.

- A link has been made between these risks and the information system in order to automate this rating with a view to reducing the administrative burden on the instructing departments. This system will provide reliable data, regularly updated and available at any time during the life of the file. It will also enable the information system's project managers to be involved in this "risk environment". 		It will be used after the programming round and then at the 1st payment request and based on the risk items that are completed at the time of the application.
Expenditures under the SCOs are included.		The methodology and risk assessment will be reviewed annually. They will be based on the analysis of operations audits, accounting function controls, internal control and management audits. 
Any change in the identified risks may lead to a modification of the risk assessment matrix and strategy.
These controls at various levels also provide input for the risk map, which serves as a basis for updating the strategy.		The methodology has not yet been applied, it is being validated and finalized.		The methodology has not yet been applied, it is being validated and finalized.		Information system specific to the Nouvelle-Aquitaine Region which is also used as an interface for the submission of aid applications, their instruction and the instruction of payment requests. (type Synergie).		A meeting was held with the CICC to present the first version of our performance audit strategy based on risk analysis.
		A meeting was held with the CICC to present the first version of our performance audit strategy based on risk analysis.
At this stage, exchanges on this subject have not yet taken place with the AA of the Nouvelle-Aquitaine Region=> to come		A meeting was held with the CICC to present the first version of our performance audit strategy based on risk analysis=> advice focused on improving the links between risk mapping, controls and the risk matrix.
At this stage, exchanges on this subject have not yet taken place with the AA of the Nouvelle-Aquitaine Region=> to come

		17		France		FR-2		Programme Centre-Val de Loire and interregional Loire ERDF-ESF+ 2021-2027		2021FR16FFPR011		Région centre-Val de Loire		On the basis of data from the 2014-2020 program, construction of a table summarizing the various irregularities detected during controls (operation audits, EC audit, in-depth control of our certification authority), the various reasons for rejection on the compliance controls of our certification authority and the recommendations from our various internal controls.
The CICC recommendations (particularly on public contracts) have been taken into account.		Classification into family and sub-family with weighting according to historical analysis: 
Financial: Type of funds, ETC operation, EU operation, Type of expenditure item, Number of co-financiers
Legal: State aid regime, Public order, Specific EU communication rules, Conflict of interest
Beneficiary: Type of beneficiaries, If rider, change of beneficiary
Operation: Mode of allocation, Setting up the operation, Starting the operation, Duration of the operation, Results difficult to measure
History : Experience/recurrence of the beneficiary, Recurrence of the operation		Scoring method: see points 5 and 6, a specific analysis has been carried out for each point to define trigger levels by risk and by operation
Frequency of risk assessment: annual
Extension conditions: according to the automated grid built by the Management		A first analysis before the programming committee.
A second analysis upon receipt of the payment request: this automatically generates the type of checks to be performed
The SCOs are not included but are a component of the risk that triggers or not the different controls		Update quantitative data 14-20 and 21-27 (see item 5) annually and revise factors according to		Automated scoring grid		Global and factual analysis, the analysis could be personalized by DOMO action (when the history will allow it)		Automatic grid in Excel format set up directly by the management		Automated risk assessment, the instructor or the manager just have to check boxes on the elements related to the operation		None for the moment		None for the moment

		18		France		FR-3		Programme Grand Est and massif des Vosges
ERDF-ESF+-JTF 2021-2027		2021FR16FFPR014		Grand Est		Capitalisation of the previous programming. It is based on the results of controls (internal/external) to update the risk map. The risks are thus either increased or decreased. If the risk is not initially in the mapping, if the anomaly represents a significant part, a new risk is then created and rated according to the same method.
Nevertheless, the MA needs to take a step back at the start of the new programming period to capitalise on the various regulatory changes. The GA has therefore opted for 100% control at the start of the two-year period. 		The risks with a high net rating noted in the last control campaign for the 14/20 programming are
- Processing of an incomplete file (lack of documents)
- Non-compliance with public procurement regulations
- Non-completeness/non-compliance of the legal commitment (order or agreement)
- Temporal ineligibility of expenditure: project costs outside the eligibility period (before or after the eligibility period)
- Ineligible expenditure or expenditure not provided for in the agreement taken into account
- Misapplication of aid calculation rules
- Exceeding the 90-day payment deadline		The risk analysis method is the one used for 2014/2020, based on the results of all internal/external controls. The review of the results is annual.

The MA Grand Est has a period of 2 years to capitalise on the data and results in order to produce the methodology to be adopted.		
The MA Grand Est has a period of 2 years to capitalise on the data and results in order to produce the methodology to be adopted.		The MA Grand Est has a period of two years to capitalise on the data and results in order to produce the methodology to be adopted.
The risk analysis is carried out annually at the end of the control campaigns. The risk map will thus be revised, as will the resulting action plan. 		The MA Grand Est has a period of 2 years to capitalise on the data and results in order to produce the methodology to be adopted. The good practices of 2014/2020 are taken into account for 2021/2027 and can evolve according to the new devices.		Same		Synergie
Risk mapping		Not automated at this stage		Use/capitalisation of AA audit results
Operational audit review meetings		Good practices discussed in these meetings with the AA

		19		France		FR-4		Programme Normandie ERDF ESF+ JTF 2021-2027		2021FR16FFPR006		Région Normandie		Normandy was dalready managing authority for the previous 2014-2020 programming. Also, the risk-based management model was built by analyzing the results of the different types of controls carried out over this period, both internally and by the external control authorities (audit authority - AA - and certification authority - AC). The experience acquired over the previous programming period has thus made it possible to update the existing risk mapping and its update with regard to new regulations 2021-202 7, for example the integration of the accounting function within the Managing Authority.		The methodology described above has shown the benefit of focusing on two themes with high financial stakes in terms of the risk of potential corrections: State aid (AE) and rules relating to public procurement (CMP) . These themes will therefore be the subject of recurring and specific internal controls during the 2021-2027 period. The same methodology led to the identification of the following other themes as risk factors linked to operations: the nature of the bearer (including the results of previous checks to which he would have been subject), the type and volume of expenses (s there is an SCO or not, a standard scale of unit cost, etc.), the duration of the project, and whether it is a financial instrument. Finally, more generic risks related to the animation of the program or to the human resources available to manage the files have been included because of the potential impacts that they could have on the capacity of the MA to fulfill its missions in the calendar which is assigned to him.		The risk assessment rating method used is the one that is now in force within the services of the Managing Authority: all the services of the Region (managers of European funds or Regional funds) have been made aware of the approach management by risk and have implemented or will implement risk mapping based on a methodology proposed by a specialized firm. This methodology is based on the net quantification of risks, the definition of an impact scale crossed with an occurrence frequency scale. Lastly, it includes a rough rating of the risks according to the analysis of the level of control existing at the level of the management authority with regard to each of the risks identified. The frequency of risk assessment is based on a capacity to monitor and react on the fly, with at least an annual report for year n and adjustment proposals for n+1. Risk assessment is steered at the level of the General Directorate of Services in the Region. The scope of the management verifications is based on a model that did not exclude any element of the life cycle of the dossier (from the request for assistance to programming and then payment), nor any external element that could have an impact on the quality the management system (computer system, human resources, management, etc.). The evaluation frequency mentioned above makes it possible to adjust the focus of the control levels either in real time in the event of a serious alert, or at least between two annual cycles to adjust the model to the events of the current year (results controls in particular). However, given the new regulations relating to the 2021-2027 program (including in particular the integration of the accounting function and the disappearance of the certification authorities, the rise in power of the OCS, etc.), it was decided to start this program with an exhaustive level of management verification, in line with the robustness of the management system in force for 2014-2020. The risk-based management verification model will thus be developed as the 2021-2027 program progresses, based in particular on the first analyzes of the risk mapping.		As indicated opposite, the level of use of the risk-based model is designed to be able to integrate all the aspects relating to the life cycle of a file. All the stages (request/programming/payment) but also all the regulatory aspects of the management files will be analyzed through this risk-based model, as the 2021-2027 program begins. As indicated previously, the principle is indeed to start this one in the continuity of our level of control 2014-2020, then to analyze progressively the potentialities of modifications of the management verification system, potentialities justified by the enhanced risk management put in place for 2021-2027.		As indicated, the methodology involves an annual update in plenary formation of the Steering Committee for European funds (COPIL Europe) chaired by the Director General of Services and involving all the departments of the Managing Authority involved in the steering and the management of European funds. This update is carried out on the basis of all the elements participating in the feeding of the management tools by risk: on the one hand the results of internal and external controls (audit of operation of the authority of audit, EC audits etc.) and, on the other hand, the monitoring and analysis of the risk-based management methods put in place as the 2021-2027 program progresses.		The ERDF-ESF FTJ Normandy 2021-2027 program was adopted by the European Commission in November 2022 and the Managing Authority is therefore just starting the programming of files relating to this programming. As already indicated, the methodology put in place is based on an exhaustive level of risk control at the start of the programming, a level which will be adapted as the programming and the first payments 2021-2027 ramp up. . At this stage, no positive or negative experience feedback can therefore be made.		The ERDF-ESF FTJ Normandy 2021-2027 program was adopted by the European Commission in November 2022 and the Managing Authority is therefore just starting the programming of files relating to this programming. As already indicated, the methodology put in place is based on an exhaustive level of risk control at the start of the programming, a level which will be adapted as the programming and the first payments 2021-2027 ramp up. . At this stage, no positive or negative experience feedback can therefore be made.		The procedures for implementing risk-based management verifications will be facilitated by the dematerialization of all the conclusions of the controls (internal and external) in the Espace Des Aides information system deployed for the implementation of the ERDF program FSE FTJ 2021-2027 (via the notion of "control teleservices"). This is new for the 2021-2027 programming; for the 2014-2020 program, risk management was carried out using Excel tables. This system will ensure the traceability of controls and the implementation of automated processing for the restitution and analysis of all data ("dashboards").		Partially automated system. The taking into account of the analyzes resulting from the automated system for integration into the risk mapping is based on work built up within the MA teams in charge of managing the risks of European funds. In addition, at this stage, it is not planned to be able to fully automate within the MA information system the consideration of the risk-based management verification model at the level of the file life cycle. . This work will be carried out when, as mentioned above, the GA will have enough results from the 2021-2027 program to determine the effective implementation of these risk-based verifications.		The results of the operation audits and annual auditor reviews were fully taken into account in the risk analysis which served as the basis for the implementation of the 2021-2027 risk map. The management verification strategy based on the risks which it is planned to deploy as the new programming progresses will moreover be transmitted as soon as possible to the central audit authority whose mission is to do - if need was - recommendations to the GA on this risk-based management audit. Where appropriate, the MA will take into account the recommendations resulting from this dialogue with the audit authority.		This dialogue with the AA has not yet started (see opposite).

		20		France		FR-5		Programme Occitanie ERDF-ESF+ 2021-2027		2021FR16FFPR004		Conseil Régional Occitanie		The evaluation system put in place is based on the experience of the managing authority over the period 2014-2020, more particularly on the results of risk mapping, audits and controls (external, internal) , but also on the basis of the new management rules for 2021-2027. The risk assessment system (procedures, method) to be implemented in 2021-2027 was tested beforehand with the examining departments by taking files from the 2014-2020 programming period. A risk assessment grid specifying the risk factors and the scoring system has been put in place to track this assessment for each payment request.		 The managing authority has selected 20 risk factors (classified in 4 risk families: financial, beneficiary, operation, legal): -At the file examination stage (17) Type of fund, Amount total eligible cost of the operation, EU amount of the operation, Type of expenditure items, Number of co-financiers, Type of carriers, Financial capacity of the carrier, Beneficiary's experience, method of allocation, arrangement of the operation, start of the operation, mode of selection of the operation, duration of the operation, recurrence of the operation, State aid scheme, Public procurement, Fraud/conflict of interest, -At payment request stage (3) : Total cost amount of the payment request, EU amount of the payment request, type of payment request,		Prerequisite before applying the risk assessment system: ensure the completeness of aid and payment requests from project promoters Rating method for risk assessment at the level of the instruction and at the level of the payment request based on a scoring grid filled in by the agent (instructor/certifier) in charge of the file: 1 final score selected 1 risk assessment is carried out for each payment request (deposit, balance) presented by the beneficiary Depending on the result of the risk assessment, an exhaustive CSF will be carried out (if high/very high risk), a partial CSF (if moderate risk), no CSF (if very low risk) Self-assessment of the assessment mechanism each year Link between risk mapping and risk assessment		The risk assessment system is based on an initial rating when examining the file and then a second rating when requesting payment to constitute an overall score on the file which determines the level of service control carried out (CSF). Among the risk factors used is the factor related to the typology of expenditure items. The SCOs have been integrated into this risk factor "Typology of expenditure items" as a risk criterion.		The risk assessment system will be updated each year taking into account the results of risk mapping, the results of audits and controls (external: CICC, CE, CCUE; internal: AG; controls of the accounting function)		Prerequisites/Good practices upstream of the procedure: - have a flexible assessment tool (see risk assessment grid) - raise the awareness of instructors/certifiers upstream of the assessment exercise and test the system on of the 2014-2020 files - have a monitoring table for all audits and controls to monitor irregularities (financial, non-financial) - anticipate as soon as possible the link between the risk mapping exercise and the risk assessment - self-assessment of the risk assessment system		No comment because the device has not yet been tested on files 2021-2027		In the short term, use of a risk assessment grid in excel In the medium/long term, planned use of the SYNERGIE tool to rely on data to facilitate the risk assessment exercise		Partially automated risk assessment via excel The risk analysis is not automated. On the other hand, the calculation of the risk scores is carried out automatically and is based on drop-down menus containing closed questions		A first exchange on risk assessment at the level of management verifications was carried out between the managing authority and the audit authority as part of the review of the description of the management and control system		Recommendations have been formulated by the audit authority in order to better clarify the procedure, the choice of selected risk factors, the rating methodology as well as the consequences of the results of this rating at the level of the CSF.

		21		France		FR-6		PO FEDER FSE+ REUNION
				REGION REUNION		Yes, data from the previous programming period has been analysed, and the risk factors have been drawn up and then selected by the MA. The AA carried out an initial assessment during the analysis of the DSGC. No tool issued by the AA on this point.		As more than thirty risks were selected by the AG in a first phase by the AG, it is not materially possible to present them all. These risks correspond to 4 essential strata according to the GA: stratum 1 risk linked to the PE, stratum 2 risk linked to the beneficiary, stratum 3 risk linked to the operation, stratum 4 risk linked to the Payment request.		The risk assessment is based on a scale of 4 risk levels, from 1 to 4. each risk indicator is assessed according to this scale. The GA also decided that the risk rating of 4 (the highest) on an indicator automatically triggers the realization of the CSF.		Indeed, our risk-based model will be used on each first payment request of the year of the operation, even if the ratings of the risk indicators remain unchanged.		 The methodology will potentially be updated annually, after analysis of the results of internal control actions and external audits and controls.		 In our opinion, the fact of using as a risk indicator only data available in the information system contributes to a partial automation of the VGBR and therefore to a simplification, by reducing (relatively) the workload for the services instructors.		This is premature.		 the national European program management information system (SYNERGIE) will be used to implement the VGBR. Indeed, an expression of need was shared by several GAs, then expressed to the SYNERGIE Program Management.		Risk assessment is largely automated, but the final decision on the level of control to be carried out on the CSF rests with the head of the examining department, since this is ultimately his responsibility. In fact, the VGBR is only a tool available to the head of the training department.		As part of the first analysis of the DSGC 2021-2027, the AA carried out an initial analysis of the process for implementing the risk-based model. The DSGC for this program has been finalized since September 2022 (after AA review).		The AA recommended that this process be defined as soon as the DSGC 2021-2027 is established, which has been done.

		22		France		FR-7		PO INTERREG VI OCEAN INDIEN
				REGION REUNION		Yes, data from the previous programming period has been analysed, and the risk factors have been drawn up and then selected by the MA.		As more than thirty risks were selected by the AG in a first phase by the AG, it is not materially possible to present them all. These risks correspond to 4 essential strata according to the GA: stratum 1 risk linked to the PE, stratum 2 risk linked to the beneficiary, stratum 3 risk linked to the operation, stratum 4 risk linked to the Payment request.		The risk assessment is based on a scale of 4 risk levels, from 1 to 4. each risk indicator is assessed according to this scale. The GA also decided that the risk rating of 4 (the highest) on an indicator automatically triggers the realization of the CSF.		Indeed, our risk-based model will be used on each first payment request of the year of the operation, even if the ratings of the risk indicators remain unchanged.		 The methodology will potentially be updated annually, after analysis of the results of internal control actions and external audits and controls.		 In our opinion, the fact of using as a risk indicator only data available in the information system contributes to a partial automation of the VGBR and therefore to a simplification, by reducing (relatively) the workload for the services instructors.		This is premature.		 the national European program management information system (SYNERGIE) will be used to implement the VGBR. Indeed, an expression of need was shared by several GAs, then expressed to the SYNERGIE Program Management.		Risk assessment is largely automated, but the final decision on the level of control to be carried out on the CSF rests with the head of the examining department, since this is ultimately his responsibility. In fact, the VGBR is only a tool available to the head of the training department.		 The same exchanges will be planned with the AA in the first half of 2023. It should be recalled that the VGBR process set up for this INTERREG OP will be very similar to that of the mainstream OP, with an adaptation of certain risk indicators.		The AA recommended that this process be defined as soon as the DSGC 2021-2027 is established, which has been done.

		23		France		FR-8		FEDER/FSE+/FTJ				Conseil régional Sud Provence Alpes Cote d'Azur		The model was built: - on the basis of a statistical analysis based on the findings of audits and checks for the 14-20 programming period; - through workshops with the operational services to complete and reinforce the elements resulting from the statistical analysis (expert judgement). These analyzes have been consolidated, making it possible to highlight the major risks linked to operations, the risk factors, as well as the level of rating of raw risks.		 5 major risks were highlighted, for which 4 families of factors (aggravating or mitigating) were highlighted. ; for this we used the results from the findings of audits and controls, after studying the content of the operations for which corrections or anomalies were noted.		After identifying the major risks, these were rated at the gross level (between 1 and 16) on the basis of frequency (1 to 4) and impact (1 to 4) (frequency*impact). Subsequently, the presence or absence of factors in the operation makes it possible to increase or decrease the level of risk present in the operation; we then obtain the net risk level of the operation; this is done for all 5 risks. At the end of this analysis, we obtain by calculation and visually the net level of each risk present in the operation. This level conditions or not a verification threshold to be carried out. Concerning the checks, there is a minimum base of checks to be carried out which will relate to all the operations; then, depending on the net risk levels obtained, additional verifications will be implemented.		The rating of the operation's risks is validated from the programming of the project. Today the rating is made only once and not with each request for payment. It determines the checks to be carried out at the time of certification;		Through internal control campaigns, as well as the analysis of the audits and controls that will be carried out each year, the analyzes can be reviewed and, if necessary, modifications will be made. This will be validated during the risk steering committees which take place annually; in the event that elements are brought to knowledge during the course of the year, resulting in a significant risk not detected beforehand, the rating of the projects may be reviewed; likewise, the overall analysis may be repeated from time to time in the light of events that could affect the management of the fund.		We're just getting started - no feedback yet		We're just getting started - no feedback yet		development of an excel calculation tool; work in progress for automatic extraction of synergy elements		Partial automation. A rating tool has been developed with automatic calculation functions and graphical representation in the form of a radar to highlight the risks to be controlled or not. In the long term, it is expected that several factors can be issued automatically from SYnergie, but this is under development.		 The approach was presented to the CICC in April 2022, then additional information was sent in the fall; the feedback is rather positive at this stage.		Overall the opinion on the approach was positive, as well as on the risks and factors identified.

		24		France		FR-9		Programme FEDER-FSE+ et FTJ pour la Région Auvergne-Rhône-Alpes et les territoires Rhône-Saône et Massif  Central		2021FR16FFPR018		Auvergne-Rhône-Alpes		To control the risks associated with its activity, the Managing Authority (MA) establishes and maintains operational a system for preventing and controlling risks, the proper application of which it regularly checks. To do this, the MA identifies the risks against which it wishes to protect itself, which it must eliminate or, on the contrary, the risks to which it agrees to expose itself and which it must therefore control. The risk management system therefore consists of: - Identifying the risks to which the MA is exposed; -Analyze these risks and establish an appropriate risk prevention and control system; - Check the adequacy and effectiveness of the system thus implemented. Once the risks have been identified and the level of risk has been set, risk mapping will make it possible to assess the level of exposure of the MA to these risks, then compare it to the limits established beforehand and put in place all the procedures necessary to manage the identified risks. Based on the 2014-2020 risk mapping framework and the framework for classifying irregularities observed by the Audit Authority (AA), the MA has identified all the risks to which its management and control system is exposed. Based on a risk analysis based on the errors observed during level I controls between July 2020 and June 2022, as well as on the operational, financial and strategic risks identified on the 14-20 programming, the AG assessed the set ofgross risks significant to be monitored by risk mapping. The evaluation of net risksis carried out by comparing all the irregularities observed during the audits carried out between July 2020 and June 2022 with the raw risks identified. In addition, all the control elements in place with a view to reducing the existing risks have been identified: - Organisation: risk management method, separation of incompatible functions, information system, etc. - Procedures: description of the processing steps and roles and responsibilities - Control plans: * Management controls, carried out over time and by the examining departments, in the processing of transactions (level I controls), * Consistency and compliance controls carried out over water by specialized internal control functions (internal control) * Periodic controls carried out a posteriori by the audit authority (level II control) - Activity and risk indicators: relevance, coverage of activity and risks, regular updating.		The assessment of the net risks made it possible to have an overall view of the level of risk by category of irregularity and to determine that the net risks, remaining significant, are linked to: - Ineligibility of expenditure, problems of supporting document or connection to the operation - Non-compliance with the public procurement procedure - Non-compliance with the regulations relating to State Aid		 Risk assessment scoring methodThe level of frequency and impact of each gross risk is assessed by taking into account all the errors observed during level I controls between July 2020 and June 2022 (statistical data analysis) and feedback from the 2014-2020 program (say experts). Each risk identified is thus subject to an assessment based on the following formula: Gross risk = frequency (or probability of occurrence) * impact Based on an analysis of the processes and management objectives, the MA has builds a tree structure of the risks identified at 3 levels: - Level 1: major types of risk (Strategic, financial, operational, legal) - Level 2: risk groups - Level 3: identified risks serving as a basis for the definition, implementation implementation and monitoring of the Risk Control Plan Each level 3 risk is the subject of an identification and action sheet which describes in particular: - The nature of the risk (internal and/or external), - The activities concerned by this risk (selection, implementation, payment, certification, monitoring or control, etc.), - The level of gross and net risk - The control elements relating to this risk. The risk sheets are appended to the risk map.Risk assessment frequency In order to objectify these levels of risk and to follow their evolution throughout the PO, frequency and impact evaluation grids are created on the models presented below: Rating/Frequency/Element of measure1 /Exceptional/Unlikely to occur over the duration of the program or less than 5% chance of occurring2 /Rare/Likely to occur over the duration of the schedule or between 5% and 20% chance of occurring3/ Probable/Likely to occur over the duration of the schedule or between 20% and 50% chance of occurring4/ Very likely/Likely to occur over the duration of the schedule or more than 50% chance of occurring Scope of management verifications (and minimum coverage if applicable)Risk assessment at the program level and not at the operation level leads to the definition of action plans in accordance with its risk mapping. The streamlining of first-level controls on certain operations occurs via the implementation of 3 levels of depth for Service Checks Done (CSF): - Exhaustive CSF: for actual operations, verification of all items expenditure (with sampling for major expenditure items) and associated regulatory obligations (eg public procurement) -Partial CSF: exclusion of audits: Regulatory obligations on public procurement for reliable beneficiaries; the application of OCS -CSF White: the GA reserves the right to carry out CSF without any verification with regard to the first two budget years of the new programming and the results of the first two associated audit campaigns.		level of use of the risk-based model: The risk assessment is carried out at the level of the program and not of the operation. The streamlining of first-level controls on certain operations occurs via the implementation of 3 levels of depth for Service Checks Done (CSF): - Exhaustive CSF: for actual operations, verification of all items expenditure (with sampling for major expenditure items) and associated regulatory obligations (eg public procurement) -Partial CSF: exclusion of audits: Regulatory obligations on public procurement for reliable beneficiaries; the application of OCS -CSF White: the GA reserves the right to carry out CSF without any verification with regard to the first two budget years of the new programming and the results of the first two associated audit campaigns.		The results of the various controls, whether first-level controls and/or external audits, make it possible to measure whether the net level of risk assessed in the risk map has been correctly assessed. Risk mapping is thus updated annually following the operations audit campaign. Before each risk COPIL, a review of the results of controls and audits will be carried out at least since the previous COPIL. This analysis work, as well as the feedback from the examining departments, highlights the levels of irregularities observed in relation to the level of risks assessed in the risk mapping. On the basis of these elements, the Risk Steering Committee analyzes in session the difference between the estimated level of risk and the irregularities observed. Based on this comparison, the gross and net risk levels are updated in the risk map. In accordance with the principle of proportionality and effectiveness of control procedures, the level of control associated with each risk can thus be reviewed (reinforcement or reduction) by the risk COPIL. Any modification (strengthening or reduction) of the control elements requires validation by the risk steering committee and must be entered in the action plan tab of the risk sheets. In the event of a decision to modify the procedures by the risk steering committee, the MA is responsible for modifying the procedure and informing all the agents concerned. In the event of a systemic irregularity detected by a control or an audit, the risk mapping is updated, as soon as possible, by the Risk Steering Committee, in particular with a view to integrating a specific action plan, in order to withdraw irregular expenses as soon as possible and follow the recommendations of the Audit Authority. In the event of a major change in the organization of the implementation of the PO, the MA conducts a risk mapping update process. The new risk map and the resulting action plan are validated by the Risk Steering Committee, which is consulted face-to-face or electronically.		N / A		N / A		excel sheets		N / A		N / A		N / A

		25		France		FR-10		Programme régional Île-de-France et bassin de la
Seine ERDF-ESF+ 2021-2027		2021FR05FFPR001		Région Île-de-France		The model is based on risk factors proposed by the MA in light of the analysis of data from the previous period based on: 
- the 2014-2020 risk map; 
- the conclusions of the latest audit campaigns (operation and system audits) and control (CSR, internal controls). 		Risk factors retained at appraisal level : 
- Experience of the beneficiary in implementing the project; 
- Type, legal status, structure of the beneficiary and financial capacity;
- Complexity of supporting documents;
- Progress of the operation ;
- Duration of the operation ;
- Nature and complexity of the project (set-up);
- Amount of ETC ;
- Recurrence of the same type of operation;
- Method of justification of eligible costs;
- Level of risk of fraud or potential conflict of interest;
- State aid analysis ;
- Analysis of public procurement;
- Number of operations of the 2014-2020 programming period currently being processed by the auditor;
- Instructor's experience.

Risk factors retained at the level of the payment claim : 
- Total cost of the payment claim (amount) ;
- Delay in project implementation;
- Changes made at the time of the grant application's appraisal;
- Number of amendments in progress;
- Number of amendments made during the course of the project; On-site visit carried out;
- Result indicators/achievement indicators ;
- Operations already checked and/or audited;
- Operations expected to be completed;
- Type of actions ;
- Evidence of European publicity.

These risk factors have been selected as they represent the main causes of errors found in the controls and audits of the 2014-2020 programming. 		Scoring method: the tool provides a score from 0 to 2 per risk factor (no risk = 0 points, moderate risk = 1 point and high risk = 2 points). An overall score is given at the time of a payment claim for all identified risk factors; 

Frequency of assessment: Risks are assessed at the time of appraisal of the operation and at the time of submission of a payment claim;

Scope of the management verifications: the decision to carry out a control or not depends on the overall score but also on the 2 thresholds (minimum and maximum) determined beforehand.
Below a minimum threshold (risk is low), no Desk Based Checks is performed. Between these 2 thresholds (moderate risk), a partial or thematic Desk Based Checks is performed, and above the maximum threshold, a full Desk Based Checks is performed; 

Sample extension conditions: no extension conditions are foreseen; 

Other information: 2 assessments are carried out simultaneously to trigger a Desk Based Checks but also an on-site visit.		There are two levels of analysis: 
- at the time of the appraisal of the file, 
- at the time of the payment request. 

Expenditure justified by simplified cost options is foreseen in the following 2 risk factors: 
- Complexity of justifications (standard scales of unit costs value 0);
- Method of justification of eligible costs (standard scales of unit costs value 0).		The tool will be updated annually to evolve the model to take into account the conclusions of audits, internal controls and risk mapping. 		As the tool is under development and not operational, the MA does not have enough experience to identify good practices.		same as before		The tool is in Excel format at this stage but may evolve to another solution		No automatism has been implemented in the tool at this stage, the risk assessments are managed manually.

Concerning the choice of the risk factor: a drop-down menu will allow the assessor to choose among 3 pre-established proposals (no risk = 0 point, moderate risk = 1 point and important risk = 2 points).

In terms of the scores awarded for each risk factor and the final score): the calculation is automatic. 		As the tool is still under development, no involvement of the AA has been requested in the implementation of the model. Nevertheless, the MA plans to send the working version to the AA for advice.  		NA

		26		France		FR-11		Programme Pays de la Loire ERDF-ESF+-JTF		2021FR16FFPR003		REGION PAYS DE LA LOIRE		Tool worked from the grids of other EU states
Working group with other French Regions Managing Authorities
Internal working group at the Pays de la Loire Region Managing Authority		Reason for selecting the risk factors: result for each criterion of discussions within the working groups.

SEE BELOW THE PROVISIONAL LIST OF RISK FACTORS RETAINED AT THIS STAGE (FEBRUARY 2023)

 Step 1: Before legal agreement with beneficiary: 1. Experience of the project leader 3. Total amount of eligible expenses (each fund has its scale of amount) 4. Multiple co-financing 5. Operation with public contracts 6. Estimated duration of the project indicated in the appraisal report 7. Type of costs in eligible expenses 8. Use of the State Aid regime 9. Prevention of conflicts of interest (whether or not there is a commitment to declare any situation of conflict of interest) 10. Operation implemented through an Integrated Territorial Investment  Step 2: Before payment of the first installment to the beneficiary 1. Number of amendments to the legal agreement 2. Deposit or balance 3. EU amount of the aid request 4. Site visit		    The regulatory context for 2021-2027 is characterized by :
* new requests in terms of verification during the selection of operations (article 73)
* new or highly developed methods in terms of simplified cost options including analysis and understanding by the services of the managing authority during the examination of the files or by the auditors of the different levels of audits n is not yet precisely known (articles 53 and 94).
    The Region Pays de la Loire is investing heavily in the deployment of simplified cost options, in particular the standard scales of unit cost (BSCU for energy renovation, BSCU for personnel costs, BSCU for vocational training).
    These new methods of justifying costs from the beneficiary to the authority and also from the managing authority to the European Commission seem to provide real avenues for simplification and relief in the justification of expenditure.
    They also bring new practices whose proper understanding by project leaders and management services is not yet assured.

    Also, on the basis of this observation, the Region wishes to capitalize on the first accounting year to test its possible strategy of management verifications based on a risk assessment.
    The guiding principles are :
* an in-depth and complete analysis at appraisal allowing an initial risk assessment to be carried out after appraisal and at the time of selection (before agreement) ;
* an exhaustive verification of payment requests during the first accounting year with a "blank" use of the risk assessment grid presented below allowing it to be adapted before its effective implementation from the 2nd accounting year ;
* a 2nd risk assessment upon receipt of payment requests (before management verifications) ;
* an evaluation of the strategy at the end of the 2023-2024 annual account for possible adaptation according to the findings ;
* a gradual reduction in verifications during payment requests ;
* an exhaustive verification of the public order as a common base for all the files at the instruction and at the request for payment (with an already predefined strategy if the first verifications carried out made it possible to be in an approach by sample or by risk and not more comprehensive).		2 steps :
1. A first reinforced analysis before agreement with the project leader
2. Additional analysis before payment of the first payment

Expenses under simplified cost options are included in step 1 (Risk factor 7: typology of costs in eligible expenses)		The grid will be revised, if necessary, based on the results of audits by the Audit Authority and internal control campaigns.		2023 will be the year in which RBMV will begin to be implemented.
It is too early to describe good practices.		2023 will be the year in which RBMV will begin to be implemented.
It is too early to describe not-so-good practices		At this point, in February 2023, the RBMV is a written note that describes the method to be used by instructors.

The search for automatization or semi-automatization is in progress from the information system		Partial automatization project.

Almost all of the risk factors selected can be automatized, but some are more complex to automatize (example: in Step 1, Factor risk n°2. Project leader whose operation has been the subject of a finding of financial irregularity by a control body external)		The AA was not specifically mobilized for the process of setting up the model, but the analysis of the findings of the AA operation audits were used to develop the RBMV strategy.		The RBMV was sent to the AA in early January 2023.
A meeting, of which the RBMV was one of the 5 points on the agenda, made it possible to point out the few requests from the AA :
* the justification of the thresholds chosen for the different funds (factor risk n°3 of step 1) ;
* the degree of automation of the RBMV in the information system ;
* the link between this RBMV and the risk mapping.

		27		Croatia		HR-1		Programme Competitiveness and Cohesion 2021-2027		2021HR16FFPR001		IB2 - management verifications     MA -risk based control of delegated functions (system level verifications)		Data from previous programming period were analysed and best practice of IB2 used 		For the ex ante and ex post procurement verifications risk factors are:             procurement for works, procurement share in the project, procurement devided in groups, previous experience in procurements in EU Funds,type of procurement procedure, previous financial corrections on procurements by the same beneficiary (for the last 2 years) + 3% or at least one of the remaining procurements based on random selection.
Risk assessment methodology for administrative and on the spot verifications:      prepared at the project level as initial, annual and after implementation. Risk factors: type of beneficiary, partners, project marked as risky during selection, financial aspekt of procurements, number of locations, duration, connection with other projects,project modifications, problems during administrative verifications identified, irregularities, fraud suspicion, OTSC findings, fulfilling indicatiors.                                                                      Risk based control of delegated functions by MA includes risk assessment at the level of call, project and reqeust for payment for the projects already controlled by IB2 and the methodology is developed in MA internal manual..                                                                                                           All risk factors are relevant according performed analysis of established problems, bottlenecks and irregularities in previous period.		Procurements over certain financial limits are subject to verification in ex ante and ex post procedure.If under financial limits, procurement selection for ex-post verification is done based on the risk assessment methodology. In case no procurement in the project is selected for verification by applying the above, IB 2 selects the procurement for control by random selection. Risk assessment scoring method is performed by evaluation of risk factors. Frequency of risk assessment for ex ante and ex post procurement verification is based on procurement plan at the begining of implementation ( a new risk analysis is carried out when the procurement plan is changed, which have an impact on the selection of procurement in the sample) and for the administrative and OTSC verifications risk assessment is performed after contracting, on annual base and after implementation. .Extention of sample is aplicable in case of procurement verifications according to identified irregularities : conflict of interest, breach of deadlines, no publication, Insufficient or imprecise description of the procurement, restrictive technical specifications, norms, limiting provisions in other conditions, grounds for exclusion, capacity conditions, selection criteria, transparency, audit trail etc.		Risk based model is used on the project level for administrative and OTSC verifications, procurement level and payment claim. SCO is defined at the call level.		Assessment of previous results, best practice, audit findings etc.		Reduction of the administrative burden for bodies in the system, faster verification of expenditures for payment to the beneficiaries and for request for payment to the Comission.		Increased risk of possible irregular procurement expenditure / payment claims that are not checked and represent a potential risk of increasing the annual error rate above 2% .		RBMV is mainly performed through excell sheets. As part of the ex-post verification of procurements for check of the potential conflict of interest between the beneficiary and the selected bidder or subcontractor,, IB2 uses the ARACHNE and other relevant database. 		No automatization so far.		The model will be discussed with the AA in the upcoming days. 		n/a

		28		Croatia		HR-2		Integrated Territorial Programme 2021 - 2027		2021HR16FFPR002		Same as PCC		Same as PCC		Same as PCC		Same as PCC		Same as PCC		Same as PCC		Same as PCC		Same as PCC		Same as PCC		Same as PCC

		29		Hungary		HU-1		All OPs of Széchenyi Plan Plus				all MAs		The model was developed by the Coordination Body together with the MAs. The Audit Authority was consulted as well.		41 risk factors were identified with the help of the MAs. 		one methodology for the member state
risks are assessed by risk factors for each invoice
risk factors are defined and calculated by using data available in the IT system
risk factors are questions, if the answer is ”yes”, the factor is risky
risk-assessment is to be done only once &when the payment claim is electronically submitted by the beneficiary

		risks are assessed by risk factors for each invoice
expenses under simplified cost options are automatically excluded from risk assessment		The methodology by the Coordination Body is revised yearly.		risk factors are defined and calculated by using data available in the IT system		-		IT system - a special function  for the risk assessment was devised in the IT system		risk factors for the calls are chosen by the MA, otherwise the model is fully automatised		The AA was consulted while working on the risk factors. The model has been introduced in January, now the AA is testing it as well. 		The AA was consulted while working on the risk factors. The model has been introduced in January, now the AA is testing it as well. 

		30		Lithuania		LT-1		The European Union Funds Investment Programme 2021-2027 and the Recovery and Resilience Plan “The Next Generation of Lithuania”				MA Investment deparment of Ministry of Finance of the Republic of Lithuania		Based on the experience of the previous funding period, the managing authority, together with the implementing body, has established a list of potential risk factors and adopted a risk assessment methodology.		Risk assessment methodology sets out risk criteria covering risks related to the project environment (assessment of the project funding source(s), assessment of project design, presence of partners, planned project duration, budget, project links with other projects, nature of main project activities,likelihood of double funding, experience of the project promoter over the past 24 months, likelihood of conflict of interest, nature of State aid, level of preparation of the project.) and assumptions of origin and risks related to project administration and internal control (the evaluation shall include the turnover of the staff managing the project of the implementing body, their experience, the administrative capacity of the project promoter, the existence of indications of double funding, the investigations of irregularities carried out in the project and the proportion of ineligible expenditure identified, the eligibility of procurement, the risk of improper implementation of the financial obligations of the project promoter, the timeliness of the implementation of project activities, and the results of the on-the-spot checks.)		-  Risk scores shall be given by assessing the likelihood of the occurrence of a risk and its impact.
- The initial (inherent) risk assessment will be carried out as soon as the project contract is signed. Thereafter, the risk will be assessed with each payment application submitted by the project promoter (risks generated during the project implementation)
-  The management check sample is subject to two stages of assessment: firstly, an expert assessment is carried out and the most risky elements are selected according to the established criteria, and secondly, a random selection of 20 to 30 per cent (depending on the estimated risk of the project) of the elements to be checked is made from the remaining sample
-  The sample will be extended if systemic irregularities or other relevant information is found.		Risk-based management verifications are planned to be applied to expenditure items (including expenses under simplified cost options), procurement checks and on-the-spot checks.		The methodology will be reviewed at least once during the accounting year and, if necessary, revised on the basis of findings of audits or other verifications		It is useful to refer to the experience of the previous funding period when identifying the risk criteria, as well as to the need for cooperation between the MA and the IB, and consultation with the AA.		The development of RBMV requires cooperation between MA and IB from the very beginning. We had a not so good practice where the IB initially developed the RBMV without consultation with the MA and submitted it to the MA for alignment, with a lot of discussion and refinement, which led to a longer process. When the discussions start from the very beginning of the development of the model the process is more faster.		The excel tool is used for the risk assessment and the results are entered and stored in the IT system for project administration.		The risk assessment is semi-automated, i.e. the project risk assessor has to tick the risk criteria in the excel file and then the overall risk of the project is calculated automatically using the formulas provided		We had a meeting with the AA, where risk assessment models, the choice of sample size, etc. were discussed. The MA requested advice from the AA during the development of the risk-based sampling methodologies for management verifications and in case of questions on the application of the sampling method and the choice of sample size.		The AA has provided useful methodological material for the development of the risk model, as well as advice on the design of the audit sample, and we have agreed that we will also be available for future consultation on any issues that arise in relation to the development or improvement of the risk model.

		31		Luxembourg		LU-1		ESPON 2030		2021TC16RFIR004		Managing authority (Ministry of Energy and Spatial Planning)		The Risk Assessment tool used in the previous programming period was used. The risk assessment was updated according to the new settings. 		Type of expenditure (procurements)
Experience and management capacity of the beneficiary  in implementing procurements
Risk of leaking of procurement data/information
Conflict of interest
Staff turnover
Financing structure of the operation (limited real costs considered as basis for flat rates for all other budget categories)
Past behaviours in relation to service contract management


		Excel base matrix tool
Scoring base on risk likelihood, risk impact and estimate effectiveness of existing controls in place
Update yearly
Control of 100% of external expertise reimbursed under real cost (56% of total budget)
No extention of the sample as all other costs are based on flat rates
The model was defined on the basis of the risks. ESPON has one single operation with only part of the costs financed under real costs (all via public procurements)  One irregularity related to a proccurement procedure would imply a total irregularity level above 2%. 		Payment claim		Management verifications and audit findings		ESPON 2020 porgramme (no irregularities during the entire programming period)				Excel matrix tool		No automatisation		The AA was involved in the setting up of the risk assessment methodology of the previous programme, Same tool has been used. 

		32		Latvia		LV-1		European Union Cohesion Policy programme 2021-2027 		2021LV16FFPR001		Central Finance and contracting agency (IB)		During the 2014-2020 planning period of the EU funds, risk assessment was based on specific risk criteria, based on which the project's risk level was determined (low, medium, high). The following criteria were taken into account when assessing the risks:
- Proportion of the amount of the total attributable expenses of the project as a % of the total funding available within the SO, measure;
- Type of beneficiary;
- Number and type of cooperation partners of the beneficiary;
- Beneficiary/cooperation partner provides support to final beneficiaries;
- The expected duration of project implementation;
- Revenues provided for in the project;
- The amount of detected irregularities in the EU fund projects implemented by the beneficiary in the 14/20 period in total;
- Results of on-the-spot checks in projects of the beneficiary;
- Deficiencies found in audits in projects of the beneficiary and information received from third parties;
- Procurement progress and the extent of Project activities (in financial terms) that are expected to be implemented as a result of the procurement;
- project area (construction, purchase of equipment, training);
- Content relation of the project with other projects;
- The project is a continuation of the project implemented in the planning period of 2007/2013;
- At the project selection stage, potential risks in project implementation have been identified.
  The risk level determined for the project affected the subsequent verification volumes (initial verification volumes for the payment claim, where after each approval of payment claim the verification volumes could change; general verification volumes for on-the-spot checks and procurement verifications). In addition, a risk summary form was developed, which summarizes all the risks related to the project, the actions taken to reduce the risk and the risk status.
When developing the risk system for the EU funds 2021-2027 planning period, we analyzed the risks that affect the achievement of results and indicators and the risks with financial impact that were most common in the previous period, including expert methods and audit recommendations for improving the risk system. A two-level risk system has been developed, where initially the risk level (high, medium, low) is determined to the SO/measure and when leaving the specified SO/measure risk level, the minimum scope of verifications in the project is determined. The next level is the project level, where, unlike the previous period, the risk level is not determined, but the project is assessed for its individual risks. The initial risks of the project are evaluated at the signing of agreement, but in the future work with the project, a summary of risks is used, which summarizes all the risks related to the project, the actions taken to reduce the risk and the risk status. The individual risks of the project determine the aspects to be additionally checked in the project.
		1. The following risk criteria are taken into account when assessing risks at the SO level - Funding from the program, Average funding per project, type of beneficiary, Sector/field of projects, State aid, The complexity of the implementation scheme, SO provided SCO. The above-mentioned information is included in the regulations of the Cabinet of Ministers regulating SO.Taking into account all criteria, the SO risk level is determined (high, medium, low). The mentioned risk criteria are influential in order to determine the impact of projects on the goal of measure.
2. The individual risks of the project are evaluated. At the signing of the agreement, the initial risks of the project are assessed based on previous experiance with beneficiary - Risks identified during the project selection stage, Fraud, corruption and conflict of interests risk, Risk of double funding, The risk of not achieving the specified indicators and results, Risk inherent in the activity of beneficiary, Reputation risk, Other risks (if applicable).
In the further work with the project a risks summary form is used, where the project manager controls following risks during implementation of project - The risk of not achieving the specified indicators and results, Fraud/suspected fraud, Corruption, Double funding, Conflict of interests, Risk inherent in the activity of beneficiary, Risk inherent in the activity of partner, Reputation risk, Capacity risk, Project management risk, Project complexity risk, Procurement process risk, SO inherent risk, Anti-Money Laundering and Terrorism and Proliferation Financing risk, Risk of sanctions, Other (if applicable).		Risk assessment scoring method - we determine the SO/measure risk level (created criteria with point values, where the points are automatically determined when leaving the answer. The evaluation points are summed up, where the risk level is determined according to the number of points). At the project level, we assess the individual risks of the project (an expert method is used to determine whether an additional check is needed in the specific aspects)
Frequency of risk assessment - The SO/measure risk level is reassessed if there are changes in the criteria (regulations change). The risk summary of the project's individual risks is kept throughout the duration of the project and as soon as a risk is identified or information about an already identified risk is updated the risk sumamry is updated.
Scope of management verifications (and minimum coverage if applicable) - The risk of SO/measure determines the minimum verifications volumes for payment claim, procurement verification and on-the-spot checks. The individual risk assessment determines the aspects to be additionally checked or in-depth checked, where we take into account previous experience with beneficiary as well as information from previously performed verifications (expert method).
Conditions for extension of the sample (if applicable) - If deviations or errors are detected during the verification, an additional verifications is carried out for specific expenses, contracts, invoices or for the aspect where deviations were found until the time when confidence is gained about the reliability of the data. The irregularities or deviations found during the payment claim verification affect an additional verification that should be performed, for example: for the specific contract, or the executed one, or the invoice,  according to the findings (where the deviations/irregularities were found).
		Level of payment claim and expenditure items. 
SCO verifications are not risk-based, but are assessed according to the specifics of the SCO rate and specified in the specific methodology.
 		
It is planned to evaluate the effectiveness of the system once a year, taking into account the recommendations of external audits (including the detected irregularities). We plan to compare the results of our verifications and the amount of detected errors against the findings of the audits. If necessary, we will make improvements to the risk system.		Proactively self-assess the effectiveness of the risk system and scope of checks before the audit has conducted the system audit. Assess the current situation and, if necessary, eliminate the problems that have arisen in time.		The new risk system has not yet started to fully function, so it has not been possible to measure the effectiveness of this system, so we cannot draw conclusions. In our opinion, increased attention should be paid to the understanding of the persons responsible for controles about the risks in the project, RBMV and risk identification, and whether they determine sufficient amount of additional control. During the next year, we plan to pay more attention to this aspect.		The new planning period risk system will be integrated into the management information system. In addition, we use various databases in the checks, such as the database of the company register, the database of the State Revenue Service ect. With some databases it is possible to automatically read information in our management information system (for example information for overview of the project participants). Information about potential risks is also checked in Arachne system. 
A number of automatic controls have been built into the management information system, for example checking the risk of double funding when an invoice is compared with other submitted invoices to prevent potential double funding. 
In addition, it is possible to extract reports from the system.		The process is not automatizated, as the mentioned risk criteria require expert judgement  (analysis of existing and historical information ect.) and drawing conclusions. 		We have discussed our risk system with the AA. There have been meetings with AA, where we discuss current affairs related to RBMW.		We have received feedback on what we have presented, and AA have shared useful information about member states' experiences.
Together with MA and AA, we participate in the working group "ESF TCP: MA/AA-led Working Group on Management verifications and proportionate control".
In addition to cooperation with the AA, in 2022 we have organized an experience exchange working group with the IB of Lithuania, Estonia and Sweden on RBMV.

		33		Netherlands		NL-1		EFRO Kansen voor West		2021NL16RFPR002		Municipality of Rotterdam		MA decided on the risk factors based on data from the previous programme period		On project level:
- experiences of project partners with ERDF in previous periods
- one or more partners
- type of project
- specific points out of Arachne data
- cost options (SCO's or not)
- cost with high risk will be audit fully (depreciation cost, in kind contributions and ground costs) as well as European and National public procurement procedure and SFM.
- digital hour registration of handwritten
- partners with National accounts coverd by auditor reports
- specific points from state aid check
- error monitor previous progress reports (following PR1)		1) Risk assessment on project level after project approval is the start for the risk score (in percentage) for the amount of euro's wich have to be audited for the first progress report. 
2) Sampling model build in Excel and is based on random sampling
3) The error score after finishing the audit of a progress report is the start of the audit percentage of the next PR		level of expenditure items, expenses under sco are included		The methodology/model will be updated if the outcomes of the audits requires this		we just started the use of the model, so no good practices yet to refer to		we just started the use of the model, so no good practices yet to refer to		We have build the model in Excel and it is filled by listings from our IT project system (budget, staff costs listings, invoice listings, signal reports and Optical Character Recognition (OCR) reports)		A full automatic selection of expenditure items to be checked is build in the model (based on random sample over all partners), as well as depreciation items, in kind contributions and public procurement items.		Our model has just been completed and we have submitted the model to the AA for comments		Too early to say

		34		Poland		PL-1		Interreg VI-A Poland-Denmark-GermanyLithuania-Sweden (South Baltic)		2021TC16RFCB012		MA (Ministry of Development Funds and Regional Policy of Poland, Territorial Cooperation Department)		The background for the risk based methodology is based on data analysis from 2014-2020 perspective and MA experience. Risk factors were prepared by MA and consulted with FLCs.		1. The value of payment claim - the higher value of payment claim the riskier it might be. We have developed four threshold for assesment of most riskier one and to allocate most higher points to it;
2. The categories of real costs in payment claim - more categories with real costs in payment claim – higher risk and infrastructure and works costs in payment claim increase a risk;
3. The types of SCOs in payment claim - flat rate/lump sum – low risk;
unit costs – medium risk;
4. The irregular expenditures and irregularities in the project - the sum of: irregular expenditures and irregularities from controls carried out by the FLCs and external controls from the project implementation period, the higher they are the more risky the partner is ( in the 4 points scale); 
5. The controller's experience in cooperation with the project beneficiary - controller bases on the implementation of Interreg projects and the payment claims settled so far under Interreg by the beneficiary,
controller assesses the likelihood of errors in the documentation and in the implementation of the project.
		Risk analysis is carried out by the controller immediately after receiving the payment claim.
The payment claim is a subject of detailed verification when the acceptable risk threshold is exceeded (no fixed minimum number or value of payment claims to be checked).

Risk factors and acceptable risk threshold should ensure maximum coverage of the expenditures value and reduce the number of payment claims verified in details.
We estimate that the number of verified applications will be about 50%, but coverage of proven expenses will remain high.
All risk factors have their points (from 1 to 4) and wages to multiply (eg. the highest wage is assigned to the value of payment claim). The sum is then compared to risk threshold and if it exeeds it, they should be treated as risky one.
Scope of management verification: if payment claim not risky - formal and accountig verification as well as if it is in line with co-financing agreement. Risky payment claims in addition have to be verified on the financial documents (possibility to verify on the sample of expenditures).		The risk based model is used on the level of payment claim as well as on the level of expenditures. Expenses under SCO are included.		The risk factors weights and the acceptable risk threshold may be set and modified individually for the every accounting year based on the data analysis and findings from first level control and audits.						Excel sheets with pre-defined formulas will be used.		Semi automatization (excel formulas).		The AA was not involved in the process of seting up the RB model,		N

		35		Poland		PL-2		Interreg VI-A Poland-Slovakia		2021TC16RFCB011		MA (Ministry of Development Funds and Regional Policy of Poland, Territorial Cooperation Department)		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1

		36		Poland		PL-3		Interreg VI-A Poland-Saxony		2021TC16RFCB017		MA (Ministry of Development Funds and Regional Policy of Poland, Territorial Cooperation Department)		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1

		37		Poland		PL-4		Interreg A NEXT Poland-Ukraine		2021TC16NXCB009		MA (Ministry of Development Funds and Regional Policy of Poland, Territorial Cooperation Department)		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1		Same as PL-1

		38		Poland		PL-5		Operational Programme Infrastructure & Environment 2014-2020		CCI 2014PL16M1OP001		MA: Department for Infrastructural Programmes, Ministry of Development Funds and Regional Policy 
All Intermediate Bodys are required to comply with the management and control system in the program, therefore all must apply risk analysis in the processes for which it has been settled.
Intermediate Bodies:
- Ministry of Climate and Environment 
- Ministry for Culture and National Heritage
- Ministry of Health
- The Centre for EU Transport Projects
Intermediates Bodies II:
- National Fund for Environmental Protection and Water Management
- Voivodship Fund for Environmental Protection and Water Management in Katowice
- Oil and Gas Institute - National Research Institute
- Center for Coordination of Environmental Projects
		Risk analysis is used to select:
1) projects for on-the-spot verifications,
2) documents attached to payment claims as part of the payment claims verification.

The control system was built on the experience of the previous programming period 2007-2013. In the risk analysis, depending on the risk factor, we rely on current information about projects, historical data and expert knowledge. We don't use AA tools.
Detailed information on the methodology of sampling for controls is described in the MA document entitled "Recommendations for authorities involved in implementation od OPI&E 2014-2020, regarding control procedures and the annual accounts system"		1) On-the-spot verificatons
The selection of projects for planned control is as part of the preparation of the Annual Control Plan, on the basis of the mathematical method of risk analysis. The results of this analysis indicate the projects with the highest risk of failures/errors/irregularities and the most financially advanced projects.
The MA recommends the selection of at least five risk factors from the list of risk factors established by the MA, grouped as follows:
• nature of the beneficiary (kind, type, experience, implementation of projects under other OPs)
• nature of the project (total cost, complexity, co-financing amount, time remaining to completion, the number of contracts, changes to the co-financing agreement, the number of points from the assessment, the number of subcontractors, changes of the contractors, value of eligible expenditure)
• the beneficiary's mode of operation (progress in project implementation, delays in project implementation, errors in payment claims prepared in the last year)
• assessment of the beneficiary's activity (whether the expenditure is included in the annual declaration of expenditure, the date of the last on-the-spot verification, the number of checks carried out by other institutions, the results of all controls and audits, suspicion of fraud or established fraud).
The risk factors have been determined on the basis of experience from the implementation of previous financial perspectives. They were also selected taking into account the results of analyses of irregularities registered so far. IB/IB II may apply other risk factors, if it considers them as appropriate for a given type of projects under each priority axis - then these are additional risk factors.		1. Risk factors are selected from 5 defined groups using the expert method. At least 1 risk factor from each group should be selected.
2. Each risk factor is assigned a weight stemming from professional expert judgement. The sum of the weights of all risk factors equals 1.
3. Each project is assessed for each risk factor on a 5-point scale (from 1 to 5) based on professional judgement.
4. Project score = sum of all risk factors (weight multiplied by the points awarded for a given risk factor).
5. The control plan for the next financial year shall include the projects which obtained the highest number of points.
6. The sample selected in the risk analysis is complemented by a random sample to ensure that all items have a possibility to be selected. The minimum control sample size depends on the type of control (during implementation, at completion, after implementation) and is specified in the "Recommendations for authorities involved in implementation od OPI&E 2014-2020, regarding control procedures and the annual accounts system".
7. Frequency of assessment: once a year during the preparation of the Annual Control Plan. The analysis may be repeated in justified cases during the accounting year.
8. The sample may be extended as a result of ongoing monitoring of the control plan, as a result of identifying factors influencing the conducted RB analysis. Then the RB analysis is updated.
9. The minimum scope of the on-the-spot verification depends on the type of control (during implementation, at completion, after implementation) and is specified in the "Recommendations for authorities involved in implementation od OPI&E 2014-2020, regarding control procedures and the annual accounts system".		on-the-spot veryfication		The methodology of selecting the sample for on-the-spot checks was verified by the AA as part of system audits and as a result of recommendations imposed on the AA by the EC audit services. The current assumptions of the methodology reflect all issued recommendations and are consistent with the EC Guidance for Member States on Management verifications. The positive assessment of the OPI&E management and control system proves that the existing solutions are correct.		The risk-based sampling methods used in the OPI&E ensure effective program management in compliance with the principle of proportionality and an appropriate ratio of inputs to results. The positive evaluation of the program issued each year by AA confirms this.		we do not identify Not-so-good practices		RMBV are carried out using excel spreadsheets and excel and word tables, as well as publicly available random selection programs.		the risk-based sampling process is not automated as it relies heavily on expert judgement		The process of setting up the RB model remains within the competence of the MA, which prepares it in close consultation with the IB and IB II. The AA is not involved in this process, but gives opinion and verifies its effectiveness and regularity during AA's audits.		The AA recommended, as a result of the audit of the OPI&E management and control system for accounting year 2015-2016, that in a situation where the sample is selected taking account of risk factors (value of items, type of beneficiary, past experience), the sample should be complemented by a random sample to ensure that all items have probability to be selected.

		39														2) Payment claims (excluding technical assistance projects)
All payment claims are verified. A risk analysis is performed to select a sample of accounting documents, to be checked in detail. The only risk factor in this case is the value of the accounting document - higher value is considered a greater risk. Accounting documents are grouped by value in particular stratas. From these groups, specific documents are randomly selected for detailed verification. The sample size for each group is predetermined by the MA.		1. Based on one risk factor (net amount of expenses), all accounting documents are assigned to 5 stratas:
• x ≥ PLN 2.5 million,
• PLN 1 million ≤ x < PLN 2.5 million,
• 500 thousand PLN ≤ x < PLN 1 million,
• PLN 200,000 ≤ x < PLN 500,000 zloty,
• x < PLN 200,000.
2. From each group of expenses, a sample of documents of a specified size is randomly selected (in sequence): 100%, 75%, 50%, 25%, 15%.
3. Frequency of assessment: analysis in terms of the value of accounting documents and selection of a sample are carried out each time a payment claim is received.
4. The sample may be extended due to the detection of greater number of errors in the sample. If a significant number of errors or irregularities are found in a group of documents from a given strata (i.e. over 30% of the number of selected accounting documents, excluding formal errors), the sample is increased to the next, higher % range of documents.
5. The minimum scope of control of the payment claim is specified in details in the "Recommendations for bodies involved in the implementation of OPI&E 2014-2020 regarding control procedures and the system of annual settlements".		expenditure items of payment claims		The methodology of selecting a sample of documents as part of the verification of payment claims was verified by the AA as part of system audits. The current assumptions of the methodology reflect all issued recommendations and are consistent with the EC Guidance for Member States on Management verifications. The positive assessment of the OPI&E management and control system proves that the existing solutions are correct.		The risk-based sampling methods used in the OPI&E ensure effective program management in compliance with the principle of proportionality and an appropriate ratio of inputs to results. The positive evaluation of the program issued each year by AA confirms this.				RMBV are carried out using excel spreadsheets and excel and word tables, as well as publicly available random selection programs.		The entire process is automated.		The process of setting up the RB model remains within the competence of the MA, which prepares it in close consultation with the IB and IB II. The AA is not involved in this process, but gives opinion and verifies its effectiveness and regularity during AA's audits.		The AA recommended, as a result of the audit of the OPI&E management and control system for accounting year 2015-2016, that in a situation where the sample is selected taking account of risk factors (value of items, type of beneficiary, past experience), the sample should be complemented by a random sample to ensure that all items have probability to be selected.

		39		Portugal		PT-1		Innovation and Digital Transition Thematic Programme
Thematic Programme for Climate Action and Sustainability
Technical Assistance Programme
Norte Regional Programme 2021-2027
Centro Regional Programme 2021-2027
Lisbon Regional Programme 2021-2027
Alentejo Regional Programme 2021-2027
Algarve Regional Programme 2021-2027
Azores Regional Programme 2021-2027
Madeira Regional Programme 2021-2027		
PITD - 2021PT16FFPR009
PACS - 2021PT16CFPR001
PAT -  2021PT16RFTA001
Norte - 2021PT16FFPR003
Centro - 2021PT16FFPR004
Lisboa	 - 2021PT16FFPR006
Alentejo - 2021PT16FFPR005
Algarve - 2021PT16FFPR007
Açores - 2021PT16FFPR002
Madeira - 2021PT16FFPR001		The RBMV is the same for all MA and IB		Risk Assessment Methodology - Developed by the national coordination body with the assistance of a University - Nova IMS Information Management School

Risk-based management verifications - Incremental implementation model

Annual account 23-24
- Risk assessment based on 2014-2020 historical data: (i) Characteristics of beneficiaries and operations; (ii) Results of controls and audits carried out by control bodies, identifying all operations; (iii) audited/controlled and their errors (if applicable) broken down by type of irregularity; (iv) Suitability; (v) Debts; (vi) Irregularities reported to OLAF; (vii) Operations financed by the RRF

Annual account 24-25 and following
- Risk assessment based on:  (i) 2014-2020 historical data;  (ii) the results of risk-based management verifications; and (iii) the results of audit of operations

Main activities carried out:

Annual account 23-24: Impact: Historical analysis of payment claims; Classification of payment claims into classes of potential impact - Development of risk matrices - Design of the sampling strategy - Simulation to assess the impact of the proposed sampling strategy

Annual account 24-25 and following: Evolution of probabilistic models and improvement of risk models - monitoring the application of the model established for AY 23-24 - reanalysing risk factors - evaluate potential impact with the predicted amount of error - introducing expenditure categories as risk factors - development of support mechanisms for analysing and managing risk - promote a training programme for MA - evolution of probabilistic models and improvement of risk models - monitoring the application of the model established for AY 23-24 - reanalysing risk factors - evaluate potential impact with the predicted amount of error  introducing expenditure categories as risk factors - development of support mechanisms for analysing and managing risk - promote a training programme for MA		Estimation of risk models for the probability of error (generalized linear models):
- Several models were tested taking into account statistical and conceptual criteria; 
- The models that demonstrated the greatest explanatory capacity and were conceptually valid were selected (one for ERDF/CF and one for ESF)
- The selected models include a set of risk factors with a significant impact on 
the probability of error occurrence

Risk Factors of the Beneficiary:
- Nature (only for ESF)
- Legal nature
- Concentration
- Dispersion Fund (only for ERDF/CF)
- Dispersion PO (only for ESF)
- Debts
- Reporting to the Public Prosecutor's Office

Risk Factors of the operation:
- Type of intervention
- Type of operation
- Materiality
- Multi-Fund (only for ESF)
- Operation's dominant Economic Activity		Risk matric, based on the probability of an error and the amount of the beneficiaries’ payment claim






Strategy for selecting the payment claim expenditure lines to be verified




		For the account year 23-24, the RB model is used on the level of payment claim.
For the following years, with data from de 23-24 accounts, and with a minimum of 1000 analysed payment claims, a risk-based model will be applied also at the level of expenditure items.

For PT  expenses under simplified cost options are a regular category of costs, no difference is made on the model.
		The model will be revised on a yearly bases, taking into account the rate error found in the previous year.		- Having a single RBMV model for all MA and IB
- Fully implemented on IT system
- The beneficiary knows only submit the documents related to the sample before final submission and after presubmissions of the payment claim		- Not having the historical results of administrative verifications for all funds and MA prevent a two leves RBMV, payment claim and expenditure		The model is fully implemented on the IT system (Single access point for all beneficiaries) that applies the risk matrix at the operation level  and identifies the payment claims to be verified.
When a payment claim is selected to be verified, the IT system  also identifies the expenditure sample.		Full automatization		The AA was consulted on the RB model.		No suggestions were given.

		40		Romania		RO-1		Smart Growth, Digitization and Financial Instruments Program		2021RO16RFPR001		Management Authority for the Smart Growth, Digitization and Financial Instruments Program		data from previous programming period was analysed and risk factors were proposed by MA,IB and AA		RF1 - Type of beneficiary; RF2 - Total eligible amount contracted ; RF3 - Number of partners involved; RF4 - Types of costs in a project's budget; RF5 - Nature and complexity of operations; RF6 - Funding intensity; RF7 - Existence of previous projects financed from European funds (completed and/or under implementation); RF8 - Identification of irregularities found in the implementation of previous projects financed from European funds; RF9 - Project implementation period; RF10 - Involved in several projects
RF11 - Contractors involved in several projects of the beneficiary ; RF12 - Leadership changes at project level (project management); RF13 - Negative press articles related to the project financed by PCIDIF; RF14 - Nature of results (tangible/intangible); RF15 - Type of procurement procedure; RF16 - Procedure with one bidder ; RF17 - Multiple direct purchases; RF18 - Amendments to the purchase contract related to the reimbursement/payment request under verification; RF19 - The amount of the reimbursement / payment claim; RF20 - High percentage of expenses allocated at the end of the project; RF21 - Complexity of the reimbursement request                                		The value of factors influencing the level of risk is set on a scale of 1-3 (1=low, 3=high). The values defined for each of the situations (states) in which a particular risk factor may be found were assessed on the basis of the experience gained in implementing previous OPs.                                    The risk assessment shall be carried out upon receipt of each payment claim from the beneficiary. The existence of discrepancies over the threshold of 2% calculated as the difference between the amounts approved / authorization for payment and the amounts requested by the beneficiary through the payment claim, at the level of a calendar month, will determine the extension of the sample by lowering the verification threshold               		- level of payment claim                                                                                - expenses under simplified cost options included		The analysis is to be updated annually or whenever necessary on the basis of results obtained from administrative and on-the-spot verifications, verification missions of delegated functions, recommendations of other control and audit bodies (AAs, EC auditors, ECAs), as well as horizontal implications of fraud referrals and other external factors that may have an impact on project implementation (e.g. potential conflicts of interest and cases reported in media). The update will consist in reanalyzing the risk factors as well as the intervals for grouping the Actions.		RBMV is at the beginning of implementation		RBMV is at the beginning of implementation		excel sheets		no automatization		MA submitted the RMBV to AA for review;  AA provided examples and recommendations on improving the RBMV		AA has given useful suggestion toward setting up RBMV

		41		Romania		RO-2		Bucharest-Ilfov		2021RO16RFPR009		MA		Risk factors were proposed by MA, AA has given us some examples of risk factors that we considered in the RB model; we didn’t have the opportunity to use any AA tools for risk assessment		Operation type - some types of operations involve specific risks (e.g. complex works, long execution time, hidden works, deficit of specific skills and/or know-how, fast technological changes, reduced availability of some materials and techniques for the rehabilitation of heritage monuments, lack of interventions for the revitalization of existing spaces, high value of works/equipment, etc.).
On-the-spot verification no. - if the reality of project implementation, compliance with the documents submitted for reimbursement, reality of expenses claimed for reimbursement it is already verified in previous visits then the risk is considered to be lower compared with a project with no visit
Action type - investments carry a different risk depending on their nature (with or without works/equipment, digitisation, research) and public or private interest
Reimbursement claim value - A higher value is often corelated with a higher number of document. If the reimbursement claim is not closely monitored and exceeds the allocated budget, it can lead to overspending.
History/suspicion of /irregularities/fraud - an action that already is evaluated or is under suspicion of irregularities/fraud it is considered with high risk
Type of beneficiary - while a more experienced beneficiary with a internal control system like public beneficiary is considered to have low risk, a partnership, or a Privat beneficiary it is considered to have a higher risk
Budget category - expenditure on works is higher and more complex with more paperwork and checks than on equipment. 

Progress report submission - The progress report is a tool that provides an overview of the project activities. The deadline by which the progress report is submitted determines when the funder is informed of any problems in the implementation.
Compliance with the implementation schedule - Any delay in the implementation of an activity, compared to the initial planning, may generate a risk of delay in the implementation of the project. It can even lead to termination if one or more activities have not been completed by the end of the implementation period extended by additional acts until the maximum date allowed by the programme.
Compliance with the Monitoring Plan - The monitoring plan is part of the financing contract, it contains the milestones set for the project implementation period on the basis of which the progress of the project implementation is monitored and evaluated.
Award of the main contract - Given the procurement legislation, the procurement procedure is an activity with a high degree of uncertainty in terms of meeting estimated deadlines. It is necessary to be achieved with no delay
		We used a risk soring system with a 1-10 scale to evaluate risk factors identified with potential impact in project implementation, were 1 represents lowest risk and 10 highest risk
Risk assessment is assumed to be made at every reimbursement claim
Scope of management verifications is to ensure expenditures eligibility, realty, regularity. Minimum coverage: invoices, payment order, bank statement		The RB model is used on every payment claim. 		The methodology is revised on every 6 months depending on the eventual other risk factors findings in implementing the Operational Programme  and /or audit findings		N/A
We are a newly emerged Managing Authority, the risk factors identified being based on our experience as a Intermediate Body 				excel sheets		Semiautomated.  For some of the risk factors identified we have to look and pick up information from every reimbursement claim. 		The AA has given us some examples of risk factors to be considered in the RB model



		42		Romania		RO-3		Romania-Serbia Interreg IPA Programme		2021TC16IPCB002		MA and First Level control units 		Data retrieved from eMS on the projects implemented during 2014-2020 programming period ( typology of errors, cost categories prone to errors and corrections applied). Results of audits have been factored in, consolidating the conclusions drawn from the data at the level of the first level control (e.g. the majority of errors are concentrated around public procurement related to works and equipment) + additional measures to mitigate and reduce the risks, such as:
-	Reducing the number of options that a programme offers to reimburse certain cost categories. Thus, for certain cost categories either real cost or flat rate/ lump sum is allowed and the beneficiaries cannot choose to use both for the same category;
-	Extensive use of simplified cost options, using all the off-the-shelf flat rates available in the Regulation and also programme-specific lump sums for project preparation and project closure;
-	Using JeMS as a single electronic centralised IT system where all invoices and supporting documentation are stored for the audit trail, elimination of hard copies/ paper versions and using e-signature; 
		Because in order to ensure an appropriate balance between the effective and efficient implementation of the Funds and the related administrative costs and burdens, the frequency, scope and coverage of management verifications should be based on a risk assessment that takes into account factors such as the number, type, size and content of operations implemented, the beneficiaries as well as the level of the risk identified by previous management verifications and audits, the following risk factors have been included in the methodology: type of FLC request; Size of the FLC request in the total budget of the partner (20%); Content of the project activities included in the FLC request (public procurement procedure OR direct award/ single tender); Previous results of controls (only  2 corrections related to public procurement, in the previous reporting periods and/ or a fraud suspicion); Previous irregularities at the level of the partner and/ or confirmed frauds, including in the 2014-2020 period.		Scoring method: Low: 1 point; High: 5 points	≤ 10 points = simplified checklist; 
≥11 points = 100% verification. Requency of risk assesment: The risks identified at the beginning of the programming period, shall be periodically assessed by the programme authorities, based on:
-	Corrections from FLC/ MA
-	The error rate between the expenses validated by controllers and MA
-	The number of acquisitions for which MA identified irregularities and applied financial corrections over the controllers
-	Audit missions’ results (Audit Authority, European Commission, European Courts of Auditors)
-	Guidance from the European Commission
-	Results of the missions organized by the Department for Fight against Fraud, European Anti-Fraud Office, European Public Prosecutor Office
-	Exchanges with other programmes during Interact workshopsAfter the first accounting year, the risk re-assessment & present methodology will be updated if needed, in order to reinforce the controls or further reduce them depending on the level of risks. 
Moreover, based on system audit results or if there are factors affecting the risks, the methodology will be revised whenever needed and re-submitted for approval to the Monitoring Committee.Extension of verifications: Regardless of these factors, the controller may extend the verification based on his/ her professional judgement. Thus, for the purpose of an adequate audit trail, the controller must document and describe, in the checklist, why the verification was extended; and also refer to the results and the types of errors detected during verification. Scope: Since the Programme reimburses as flat rate the costs for: staff, travel and accommodation, office and admistrative and lump sums for project preparation and project closure, the only categories remaining to be verified by the controllers are infrastructure & works, equipment and external services. 
Moreover, the Programme has decided that all projects shall have a minimum of 50% of their budget dedicated to investments (infrastructure/ equipment), thus raising the level of risks for the projects submitted under the regular call for proposals, while strategic importance and large infrastructure projects due to their size, impact, number of partners and other implications and external factors are automatically considered high risk.
Considering the provisions of the EC Reflection Paper on Risk-Based management verifications  (art. 74 CPR) and the Risk-based methodology elaborated by the Managing Authority, the 100% verifications will be maintained for the investments financed through the Programme (infrastructure & equipment), as a less than 100% verifications involves the risk of certain errors not being identified, triggering serious financial consequences at the level of the programme.
NB: Expenditure NOT LINKED with an Investment in JeMS, WILL NOT be considered as Investment and WILL NOT be taken into consideration for the fulfillment of the condition that at least 50% of the project budget is dedicated to investments. This will trigger a risk-based verification, using a simplified checklist. Taking into consideration the impact of the investment components and as underlined by the Interact Guidance paper on management verifications  (November 2022), reports with investment items will be verified 100% (the direct costs included within) in order to enable Audit Authority’s verification, for obtaining the reasonable assurance that the control system was effective in preventing errors. 
As regards the expenditure not linked to investments in JeMS, namely external services & expertise and also for direct award procedures/ single tenders - including for works and equipment, the verifications shall be done based on the risk factors identified below and in accordance with the risk-based management verifications methodology elaborated by the MA, namely these types of expenditure will not be verified 100%.
Main principles for the extension of the verification (the list is not exhaustive):
•	case by case based on controllers’ professional judgement or based on previous experience;
•	where ineligible cost (except for missing documents etc.) in the verified expenditures is found:
-	up to 2% of the reported amount in specific costs category, the verification will not be extended;
-	more than 2,01 %, the verification will be extended to 100 % of costs included in the partner report;
For the investments FLC will perform an on-the-spot visit in-person after the reception of works or delivery of goods. 
For the services & external expertise, direct award/ single tender - including for works and equipment, online meetings may be organized whenever needed but at least once in the lifetime of the project. 		see information in column G & H		The risks identified at the beginning of the programming period, shall be periodically assessed by the programme authorities, based on:
-	Corrections from FLC/ MA
-	The error rate between the expenses validated by controllers and MA
-	The number of acquisitions for which MA identified irregularities and applied financial corrections over the controllers
-	Audit missions’ results (Audit Authority, European Commission, European Courts of Auditors)
-	Guidance from the European Commission
-	Results of the missions organized by the Department for Fight against Fraud, European Anti-Fraud Office, European Public Prosecutor Office
-	Exchanges with other programmes during Interact workshops
-	The methodology will be periodically updated according to:
After the first accounting year, the risk re-assessment & present methodology will be updated if needed, in order to reinforce the controls or further reduce them depending on the level of risks. 
Moreover, based on system audit results or if there are factors affecting the risks, the methodology will be revised whenever needed and re-submitted for approval to the Monitoring Committee.		Electronic system allowing to retrieve historical data/ results of audits/ corrections, etc		N/A		IT system, Excel sheets		no automatization of risk assessment		Direct input provided on the draft methodlogy and meetings to discuss and agree on the final document, to be submitted for MC approval		Very useful suggestions were provided by AA on:conflict of interest, trainings for the staff involved, results of previous audits to be factored in, factors to update the methodology

		43		Sweden		SE-1		All nine Swedish ERDF programmes and the only JTF programme. One example: ERDF programme for Upper North Sweden 2021-2027		2021SE16RFPR008		MA 		The method is developed and adapted for MA. The starting point and inspiration for the developed method is ISA (International Standards of Auditing) and the auditing industry.
The method is based on drawing up review plan that must be completed before the review of a payment claim begins. The review plan helps to find out what kind of risks that is relevant and if there is low or high risk expenditure. 
In the review plan, risk is assessed based on the project as a whole and individual cost types. The review plan is based on an initial risk assessment that is updated with previous experience and collected information. This forms a current risk level for the entire project as well as risk level for individual cost types.
Three risk levels are used. Low, medium and high.  
Based on risk level, the review is performed by analytical, detail or no review. If errors are detected, the check can be extended.
The review plan is updated after the review has been completed and can be changed during the course of the project.		Some examples of factors that tend to increase the risk for errors:
Complexity of the project (many project partners, not only the beneficiary)
Complex procurements
Inexperienced beneficiaries		See column 5.		The level of payment claim. Expenses under SCOs are included.		See column 5.						All handling takes place in the Nyps IT system. In the system, the desk officer works with the review plan and the checklist that is filled in with each individual application for payment. The applicant has submitted the Application for payment containing accounting material in the web portal My application.		 No automatization of risk assessment		No involvement of the AA.		No involvement of the AA.

		44		Slovakia		SK-1		Programme Slovakia - SK - ERDF/CF/JTF/ESF+		2021SK16FFPR001		Ministry of Investments, Regional Development and Informatization of the Slovak Republic  		To verify/confirm the correctness of the definition of a specific risk factor, data analysis was performed based on historical data on the implementation of projects through the ITMS2014+ system. For this purpose, a hypothesis was defined for each risk factor, in which it was possible to confirm or refute the trend of the emergence of ineligible expenditures through data analysis. The result of these analyzes was the determination of the categorization of risk for the respective risk factors (e.g. a positive correlation applies to the risk factor the size of the project budget, i.e. the larger the project, the more likely the occurrence of ineligible expenditures or a positive correlation applies to the risk factor the project schedule, i.e. what is the implementation the longer the project, the more likely the occurrence of more serious ineligible expenditures). Relevant analyzes were carried out on the entire set of ESIF projects.
Weights of risk factors affecting the project index were set by combination of:
i. regression analysis - This statistical method was used for all RFs, where it was possible, based on the available historical data from the ITMS2014+ system, to perform a data analysis of the impacts and interrelationships of the defined risk factors for the occurrence of discrepancies and thus determine their order of importance.
ii. expert judgement -  The determination of the weights by expert estimation is based on the assessment of the significance of the impact of a specific risk factor on the occurrence of inelegible expenditures compared to another risk factor.		Basic risk factors at the project level (RF) - The primary categorisation is validated at the time of the contract with the beneficiery and it is, to large extent, influenced by the analysis of historical data from project implementation in the past. They are factors that indicate potential future risks in projects even prior to the beginning of their implementation:
RF [1] Type of the beneficiary (sector)
RF [2] Duration of existence f the entity 
RF [3] Experience with implementation of ESIF projects
RF [4] Contracted amount of total eligible expenditure 
RF [5] Projected duration of the project implementation  (including supporting activities)
RF [6] Number of involved partners
RF [7] Type of project
RF [8] Material focus of the project
RF [9] Quality of the project
RF [10] Rate of identified irregularities in the total expenditure of projects implemented by the beneficiary 
RF [11] Method and procedure of the public procurement /procurement 
RF [12] Method of reporting expenditure 
RF [13] Rate of reduction of requested aid 
		Calculation of the risk index - the total value of the project's risk index is created by aggregating values for individual RF and DRF.
-  Frequency of risk assessment - The calculation of risk starts ahen contract with beneficiary is signed.The risk index is calculated continuously as entries are made to the individual RB model of a project. However, the value of the risk index at the time of acceptance of a given beneficiary´s payment application  is relevant. 
- Scope of management verifications (and minimum coverage if applicable) - according to our national Act on financial control, each payment application has to be verified to certain extent. If the risk index for certain payment application is below the threshold value, it is considered risk-free - only formal verification is carried out. If the risk index is above the threshold value, the payment application is consedered risky full management verification is carried out.
-  Conditions for extension of the sample (if applicable) - Verification of the correctness of the RB model setting is based on the performance of regular validation based on data and data from continuous monitoring of the operation of the RB model. This verification includes extension of sample (5 % of risk-free payment application shall be subject to full verification).		level of payment application of beneficiary		The RB model can be updated in 2 ways:
• based on the modification of the RB model at the initiative of the CCB;
• based on the initiative of the MA.
These updates shall be based on verification of the functionality of the RB model - it is carried out by the MA/IB through two activities:
a) validation of threshold value - the purpose of validating the threshold value is to verify the correctness of the threshold value with respect to the expected efficiency/throughput of the RB model. The setting of the threshold value of risk index corresponds to expectations on  share of payment of applications should be subject to formal control and which to full control.,
b) validation of the RB model setup - based on sample extension, audit findings, etc.		Performing a pilot testing on a sample - it can validate the functionality of a RB model.		We did not consider the need for training for project managers on RBMV and therefore we currently have a little delay in the introduction of RB model.		Since our IT system used for management of EU funds is not flexible enough, we are forced to use excel sheet for now with a little support of IT system - it will generate "reports". 		The RB model is in excel sheets, the data needs to be entered manually, but the risk index is calculated automatically.		With the cooperation between Section of audit and control on Ministry of Finance (which acts as the Audit Authority) and Central Coordination Body and after first presentation of the concept to the AA, the Slovak legislation has been adjusted so there is no legal obstacle to use risk based management verification in Slovakia.

The CCB introduced the RB model to the AA in the early stages of developement; the draft of the risk analysis (after pilot testing) was presented at a meeting with AA and then the final model was introduced before launching the RB model.
		The AA needs to maintain their independance, so their input towards develeopment of the RB model was limited; 
the AA suggested the extension of sample on the top of identified risky payment applications which we incorporated as a part of validation of the RB model.

		45														Additional risk factors (DRF) - The implementation of the project itself can modify the initially identified risk size that was calculated on the basis of basic risk factors of the project/beneficiary:
DRF [1] Output of the analysis of the ARACHNE system
DRF [2] Error rate in preceding verified RfP (share of IE in claimed expenditure)
DRF [3] Share of TEE in RfPs that were subject to the material control 
DRF [4] Intensity of the performance of OtSFCs
DRF [5] Changes in the project
DRF [6] Nature of expenditure in RfPs
DRF [7] Amount of the RfP compared to the TEE of the project 
DRF [8] Quality of RfPs
DRF [9] Conclusions of the performance of OtSFCs
DRF [10] Status of implemented PP or procurement procedures

		46														Special risk factors (ORF) - when these occure in project, all payment applicatons are subject to full management verification 
ORF [1] Conflict of interests
ORF [2] Suspicion of fraud and corruption
ORF [3] Negative medialization of project

		45		Slovenia		SI-1		Slovenia’s EU Cohesion Policy Programme 2021-2027		2021SI16FFPR001		Ministry for Cohesion and Regional development		MA prepared an analysis at programme level and baseline for the preparation of methodologies (first draft of document was prepared in May 2023, in June there will be a workshop with IBs). MA analysed data from previous programming period (mostly data on reported irregularities, audit reports). Based on the analysis at the level of specific objectives from previous programming period (OP 14-20), a risk assessment of related specific objectives for 21-27 was made. Specific objectives for 21-27 are assessed as low-risk, medium-risk or high-risk specific objectives. This represents a common framework or starting information for IBs, who will prepare methodologies at the level of instrument (public tender or direct confirmation of operation) with assessment at the level of operations/beneficiary. In the baseline for the preparation of methodologies, MA listed a non-exhaustive list of risk factors at the level of operations/beneficiaries, that  IBs can use. IBs can identify and use also other specific risk factor. MA will check and confirm every methodology before IB will start with payment claim verification. On the basis of analysis at the level of programme (specific objectives), MA defined minimum coverage: first payment claim of every operation has to be verified; MA analysis has to be taken in consideration, when defining scope of verification (minimum coverage at the level of operation/public tender expenditure is 20% for low- risk specific objectives; 40% for medium-risk specific objectives; 60% for high-risk specific objectives); on the spot checks or on the spot visits as part of administrative verifications.		IBs will prepare methodologies at the level of instrument (public tender or direct confirmation of operation) with assessment at the level of operations/beneficiary.  In the baseline for the preparation of methodologies, MA listed a non-exhaustive list of risk factors at the level of operations/beneficiaries, that  IBs can use. Risk factors at the level of operations are for example: amount of funds allocated; duration of operation; complexity of operation - number of project partners; number of different cost categories; complexity - cost type (use of SCOs/real costs); public procurement; state aid; operation implemented in different locations;  milestones/indicators; planned equipement and/or investment cost in operation (%); same cost category on several on-going operations of beneficiary. Risk factors at the level of beneficiaries are for example: competence of the beneficiary in the area of implementation of cohesion policy; type of beneficiary; number of on-going operations of beneficiary; capacity of beneficiary - competent project team/structure; beneficiary has their own information system/system for verification of applicants/ other documenting system; irregularities with financial consequences/suspected fraud/fraud, identified during past verification/audit at the beneficiary. IBs will have to justify the choice of risk factors and scoring method used in their methodology.		It will have to be included/justified in the methodologies of IBs. On the basis of analysis at the level of programme (specific objectives), MA defined minimum coverage: first payment claim of every operation has to be verified; MA analysis has to be taken in consideration, when defining scope of verification (minimum coverage at the level of operation/public tender expenditure is 20% for low- risk specific objectives; 40% for medium-risk specific objectives; 60% for high-risk specific objectives); on the spot checks or on the spot visits as part of administrative verifications.		Depends on the decision/justification in the methodologies from IBs.		Revision of MAs analysis at the level of programme is planned during implementation in 2025. IBs will have to plan revisions of their methodologies, taking into consideration verification and audit findings, etc. 		Not yet applicable		Not yet applicable		Excel. No specific IT system developed for risk assessment. MA recommends using data available in the MA IT system.		Currently risk assessment is not automitized.		MA invited AA to give some  feedback on draft  analysis, so far no response was received.		MA invited AA to give some  feedback on draft  analysis, so far no response was received.

		46		Interact		INT-1		Interreg VI-C Interact		CCI2021TC16RFIR002		Bratislava Self-GoverningRegion		The methodology for the risk-based management verifications was developed as part of Interact's HIT project (HIT stands for harmonised implementation tools - tools developed by Interact and Interreg programmes to ensure harmonised implementation of Interreg programmes). The methodology is part of the HIT Control package (which also covers harmonised templates for control certificate, control report and checklist and public procurement checklist).
The methodology was developed from scratch (1st meeting on 06/05/2021) by Interact in cooperation with 7 Interreg programmes. The methodology is based on the analysis of the programmes' historical data on irregularities.		Management verifications are done by controllers at the level of each project partner and its partner progress report. 
The approach is built around:
1. key items - full verification (these are public procurement for contracting amounts above EUR 10.000 (excl. VAT); staff costs of the first two progress reports where staff costs occur (+ staff costs of new staff member included in the progress report for the first time, if significant changes (above 20%) in the staff costs occur, if change of methodology to calculate staff costs); VAT for projects with total costs at least EUR 5m, incl. VAT);
2. professional judgment - the controller can pick any additional item for verification based on his/her professional judgment; 
3. random sampling - additional (doesn't have to be a part of the methodology). Sampling is done per cost category based on the total remaining population of items under that cost category and a minimum of 2 items per cost category is selected/ a minimum of 10% of the remaining items.		Project selection/ project appraisal is a sort of risk assessment exercise but is not documented as a separate step for the sake of risk-based management verifications. The methodology is designed in a way that it undermines heavier verification of risky items (that are considered to be as public procurement above certain level, staff cost and VAT in certain cases). These key items reflect the nature of different types of operations, complexity of operations and complexity of planned activities. The risk assessment is done when the progress partner report is submitted to the controller for verification. We do not use any scoring/ weighting systems for the sake of applicability of the methodology by a wide range of programmes. 		The methodology is used at the level of each project partner, at the level of its progress partner report.		The methodology should be updated by the MA taking into account results of the management verifications (done by controllers), system audit and audit of operations done by the AA.		Involving controllers at the stage of preparing the methodology is crucial as they are the ones who will be applying it. Extensive seminars/ training and proper communication of the new approach is a must as it requires a change of mindset that doesn’t happen overnight!

Before designing a methodology for risk-based management verifications it is important to analyse programme's processes and procedures and detect areas that are risky and where the most irregularities occur. Before designing very heavy control for that areas, a programme should analyse which mitigation measures it can apply to reduce the risk and number of potential errors (e.g., switching to SCOs from real costs, reducing the number of reimbursement methods, etc.).		When the MA develops a single methodology for a programme that covers several MS, it is important that these MS back up the methodology as, in the end, they bear financial responsibility and liability in case financial corrections are applied in the future. 		Interact has developed an IT system that is used by many Interreg programmes (currently 40+ license agreements are signed). Interact is currently working on the reporting module. The starting point is that in the IT-system (Jems) it will be possible for a controller to mark (tick a box) next to each expenditure that was verified based on the risk-based methodology. At the later stages it could be planned that the system draws a sample authomatically for controllers based on the programme-specific approach and methodology for risk-based management verifications.		See the "Tool" column.		Interreg programmes that participated in the working group to develop the methodology have consulted the data and also the finalized methodology with their respective AA and controllers. No amendments to the methodology were proposed.		Interreg programmes that participated in the working group to develop the methodology have consulted the data and also the finalized methodology with their respective AA and controllers. No amendments to the methodology were proposed.

		47		Interact		INT-2		INTERREG EUROPE		CCI 2021TC16RFIR001		Région Hauts-de-France		In order to determine the risks relevant to our programme, we used the following options: 
- statistical analysis of the previous programming period corrections
- additional support from external audit firm
- workshops organized with centralized controllers and approbation bodies		The conclusions revealed that for the Interreg Europe programme staff costs and public procurement were the riskiest categories. This was evidence through the statistical analysis and confirmed by the external auditors and controllers. Furthermore, as two flat rates will now be based from staff costs, this cost category was considered the most important risk factor. 		For each report, the following samples of expenditure are checked by the controller: 
o 10 items checked for the budget category staff costs, selected randomly. 
o 10 items checked for all other items reported under all the other budget categories. Among these 10 items, the following items will be sampled with priority: 
- Items for which a new public procurement is indicated in section “list of contracts”. 
- Key items, i.e. expenditure representing more than 5% of the total amount reported in 
the list of expenditure. 
If the 2 above types of items selected with priority represent less than 10 items, the remaining 
items to reach 10 items are selected randomly. 

In addition to the expenditure items included in the sample generated by the Portal, based on his/her professional judgement, the controller can decide to extend the sample to additional items (e.g.in case of doubts about some items or about the partner, in case of suspicion of fraud). In such case, an explanation should be provided in the report. 
If the controllers detect any error during their check of the sample, the sample should be extended. Using their professional judgement, the controllers can extend the sample to similar types of expenditure, to the whole cost category concerned or to 100% of the list of expenditure. 

It is recommended that controllers carry out on-the-spot checks only for projects with a pilot action 
which includes reported equipment/infrastructure costs.		RB model is used at partner claim level. Each partner report will be sampled as per explained in H28		The risks shall be periodically reassessed by the programme based on controller’s corrections and audit results. 
For the first time, this risk re-assessment will take place after the first accounting year cycle. 
The methodology will be updated when needed, and based on the revised risk assessment, to reinforce the controls or further reduce them depending on the level of risks. 
In case major problems are detected (notably through second level audits, system audits or other checks/audits) or in case of external factors affecting the risks, the methodology will be revised immediately without waiting for 
the periodic re-assessment of the risks. 		We did not use RBMV in the past		We did not use RBMV in the past		The sample will be drawn automatically by the system based on the items included in the list of expenditure by the project partner. 
All supporting documents will be uploaded by the partners to the Portal. 		In order to avoid human error, the process will be fully automatised, When the controller opens the partner report, the sampled expenditure will be already higlighted. 		The AA was informed about our RBMV. 		N/A
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		Item						ESF+ Programme				Managing authority
/ Intermediate Body		Setting up RBMV model														Tools				Cooperation with the AA

								Title		CCI				How the risk-based model was developed		Risk factors		Main aspects of the risk-based model		Usage of risk-based model		Revision and update of the risk-based model		Good practices 		Not-so-good practices		Tools		Level of automatization		Involvement of the AA		Good practice provided by the AA

		Notes		MS		REF-N		Please indicate the title (in EN) and CCI of the ESF+ 2021-2027 Programme under which the RBMV is used 
				Please indicate the ESF+ MA or IB which implements RBMV 		Please indicate briefly background for RB model - whether data from previous programming period was analysed or risk factors were proposed by MA/IB/AA; did you use AA tools for risk assessment or expert judgement? Etc.		Please indicate the risk factors included in the methodology and the reasons why they were considered.		Please provide a brief description of the main aspects of the risk-based model:
- 	Risk assessment scoring method
- 	Frequency of risk assessment
- 	Scope of management verifications (and minimum coverage if applicable)
- 	Conditions for extension of the sample (if applicable)
- 	Any other information relevant for defining the model.		Please provide information on what level the RB model is used - e.g. level of payment claim, expenditure items. Are expenses under simplified cost options included?		Please briefly describe the conditions for revision and update of the methodology (e.g. assessment of previous results, audit findings etc..)		Please refer to any good practices based on your experience with setting up RBMV model so far.		Please refer to any not-so-good practices based on your experience with setting up RBMV model so far.		Please indicate the tools used for implementing RBMV (e.g. IT system - developed specifically for purpose of RBMV or integrated within IT system used in implementation of Programme? if no IT system is used, please indicate any other tool - e.g. excel sheets, specific application, etc..		Full / semi / no automatization of risk assessment
Please describe briefly what part of RB model is not automatised.		Please describe briefly involvement of the AA in the process of setting up the RB model.		Please indicate, if the AA has given any useful suggestion toward setting up RBMV or any other good practice concerning the AA involvement.

		1		BE		BE-1		ESF+ Program 2021-2027 Wallonia-Brussels		2021BE05SFPR004		Agence FSE		Analysis of the results of the previous programme (internal control report, advice from certification authority), which are the only data available, in order to determine a level of risk that can be used.
We use audit report to identify risk factors.                                                  Interviews and meetings were held with ESF control staff to identify potential risk for the 21-27 programming period.		Risks factors included are amounts of the operation, public procurement, allocation key for employee, no-compliance of action, eligibility of participants, state aid,double subsidization, conflict of interest, IT system
They have been established on the basis of repeated failures observed during the previous programming period, by AA or AC.		 - 3*3 Matrice with an essessment of the frequency of occurrence of risks and their financial impact ont a scale of 1 to 3 (1 Low 2 moderate 3 high)
- Risk assessment will be update based on the results of management checks and audits findings.
- Minimum coverage will be defined on the basis of the 1 to 3 scales. If errors are found check will be extended. Financial files with low criticality will sampled at a minimum rate. 
- A specific analysis will be made for IB (they have their own control system (revisor, etc.)
We are still working on our RBM		RBM is used on expenditure items but we also identify risk on new operations (social innovation for examples).

Expenses on which flat rate is based are included in RBM.		It is planned to evaluate the effectiveness of the system once a year, taking into account the recommendations of external audits and internal control.						Excel sheets are used for sampling and criticality assessment		Semi automatization                                                                                               Determining Risk frequency and impact are not automated		The RB  model is not yet submitted to AA. It will be submitted as soon.

		2		BG		BG-1		Programme Education
		CCI 2021BG05SFPR001		Programme Education Executive Agency		RFs were proposed by the MA, based on 2014-2020 data analysis and professional judgement		We use 3 different approaches depending on the beneficiary: 1) Projects with beneficiary the Ministry of Education and Science (MES) - 8 RFs used for initial risk assessment: 
RF1: Complexity and nature of the project (30 % weight)
RF 2:  Projects involving multiple educational institutions; 
RF 3: New approaches are applied for the first time in the project (e.g. a new type of simplified cots option, financing not linked to costs, etc.);
RF 4: It is planned to develop an information system for managing and reporting the activities and costs of the project;
RF 5: Previous experience of the project manager in the implementation of projects financed by OP SESG 2014-2020;
RF 6: Reported irregularities and frauds from the implementation of previous projects under OP SESG;
RF 7: Part of the financial support will be provided through actual costs incurred;
RF 8: Data from ARACHNE for ex-ante project risk assessment

2) Projects with beneficiaries other than MES (similar approach).
3) Technical assistance - simpler approach, risk assessment at the level of PR only.		Risk assessment scoring method: Each risk factor is assessed on a three-point scale, the risk index of each project is obtained using a formula. It is relevant to the scope of checks at the PR level.
Frequency of risk assessment: The risk index of each project is initially assessed immediately after the conclusion of a grant agreement. After that - once a year (before each accounting year). During the subsequent evaluation, RFs related to the implementation are used (are there any significant modifications of the contract; delays in reporting; share of unverified costs, current data from ARACHNE).
Scope of MV: Each PR is verified, but not all expenses. Mandatory elements to be checked in each PR: public procurement; state aid; transparency, communication and visibility measures; equal opportunities and non-discrimination; double funding; conflict of interests; progress of indicators.There are 5 main groups of costs: 1) SCOs for training (unit costs, lump sums); 2) SCOs for intellectual products (lump sums); 3) Personnel costs (lump sums); 4) Actual costs for public procurement; 5) Indirect costs. Groups 1-3 are checked on a sample basis. The sample size depends on the error rate for the relevant group of costs from 2014-2020 and on the risk index of the project. The sample is random.
Conditions for extension of the sample: According to a reference error rate (initially based on historical data, subsequently based on the error rate of a specific payment request).		The risk assessment is applied at 2 levels:
1) Grant agreement
2) Payment request
For the financial support provided through SCOs, it is planned to take a random sample in the first PR of the accounting year. If the error rate is above the reference, they are also checked in the next PR. If the error rate is below the reference value, the same type of expenditure is checked when included for the first time in the next accounting year or when a predetermined percentage of the verified costs of the project is reached (20 % for medium-risk projects, 10% for high-risk projects).		1. By May 31 each year, before the beginning of the next accounting year, taking into account the results regarding the subsequent risk assessment of the contracts in progress.
2. After an initial risk assessment (if new grant agreements have been issued), in order to update the plan for administrative checks and on-the-spot checks.
3. In the event of any of the following circumstances:
- New risk factors identified by the management and control system of the MA in the process of management checks;
- Results of audits of the Audit Authority, with findings and recommendations that directly affect the MA model for risk-based verification.
The methodology may be updated at any time at the discretion of the MA.		Participation in the working meetings of the WG on RBMV methodology and ESF Transnational Network on simplification - sharing practices with other member states, representing different points of view - AAs, MAs, IBs, national coordination bodies, EC, experts 		There is no organizing and coordinating body at the national level. Lack of appropriate IT tools.		Data from IТ system for the management of funds from European funds (national) were used, subsequently the data were processed using Excel sheets		There is no automatization.		The RBMV methodology will be submitted to the AA by the end of February 2024.		N/A

		3		CY		CY-1		Programme Thalia 2021-2027		2021CY16FFPR001		(1) MA (DG Growth)
(2) Treasury of the Republic
(3) IBs		The risk-based model was based on the experience gained in the previous 3 programming periods by the Verifications and Certifications Directorate of the Treasury of the Republic which has the responsibility to perform all administrative verifications of expenditure, collect all irregularities and errors and prepare the summaries of errors that accompany the Accounts submitted for all co-financed OPs (under Cohesion Policy and Fisheries).  The summaries prepared include statistical analysis based on COM’s typology of errors. 
Some of the risk factors in the model were already used in order to select works items in order to perform on the spot verifications, and when selecting items within a payment application submitted by a beneficiary (applications with a large number of transactions under a single contract).s
The experience of the Public Procurement Directorate was also used in order to assess the risks related to public procurement, as the authority responsible for verifying the compliance of all procurements above certain thresholds before they are assigned and used to implement co-financed projects.
The experience of the Cyprus Audit Office (not the audit authority for the funds but the Supreme Audit Institution of the Republic) was used in terms of a Specific risk factor, the Internal Control System and the Capacity of Implementing Bodies (potential beneficiaries) as Contracting Authorities.
The ARACHNE tool was used in terms of two specific risk factors “Reputation and Fraud” and “Concentration of Funding”.		
1.	Type of Implementing Body (Central Government, Local Authority, NGO, University etc)
2.	Experience and internal control system of the Implementing Body (capacity as a contracting authority)
3.	Total payments included in a payment application to the date of sample selection
4.	Total Budget of the Intervention / project
5.	Category of Contractual Commitment (technical construction, smart, digital, staff cost etc)
6.	Funding from other sources (declared at proposal submission stage e.g. RRF)
7.	Existence of results from previous verification
8.	Results of previous verification (irregular expenditure or errors that resulted in financial corrections or exclusion from payment application in terms of the contract selected in order to verify expenditure resulting from the specific contract)
9.	Suspicion for fraud / corruption / conflict of interest in terms of specific contract / project (result of whistleblowing)
10.	Inherent risk for a category of works
11.	Results from ARACHNE risk scoring "Reputational & Fraud" and "Concentration of Funding"
12.	Type of procurement process used (open, closed, negotiated without publication – mandatory selection if negotiated)
13.	Single source award (following an open or closed procurement process)
14.	Value and number of modifications during the implementation of a contract (High / Medium / Low)		(1) Risk assessment scoring method: Risk factors are usually assigned a value from 1-5 (lowest to highest).  Some risk factors used are weighted, depending on verification stage for which sampling is used (see below) – e.g. when the end result is a percentage of risk to be applied on a value e.g. value of payments submitted in an application.  Some factors may be pass / fail factors e.g. if negotiated process, project selected for procurement verification regardless of value
(2) Frequency of risk assessment: Risk factors are revised annually by risk scoring team and documented in the MIS to be used for extracting reports to facilitate the sampling
(3) Scope of management verifications: The verification process is divided into different stages: (a)	some aspects are verified during the project selection stage (e.g. compliance with DNSH, state aid, charter of fundamental rights etc – such verifications are performed on all projects submitted with no exceptions – no sampling), (b)	verifications at procurement stage – (Public Procurement Directorate performs the verification and issues a certificate) – risk-based verification based on some of the risk factors (capacity of contracting authority (H, M, L), budgeted value of contract, type of procurement process = negotiation, single source award (following open or closed process). – sample selected by Ben and confirmed by the IB at the contract approval stage (Beneficiary submits contracts that comply with the requirements to the Public Procurement Directorate for verification of compliance). (c)	Conflict of Interest Verification – ex-ante – performed on contracts selected based on monetary value of contracts / budgeted grant amounts. – risk assessment has not been included in this type of verification as it is a new process using the ARACHNE tool and it is still under assessment. (d)	Verification of payments – during submission of payment applications by beneficiaries – risk assessment is performed per contract against which payments are submitted – ranked by cumulative value of payments declared against a specific contract. – risk factors applied are weighted (factors 1, 2, 3, 5, 6, 7, 8, 9, 11) – resulting weight is applied on value of payments which are then ranked and top 10% of contracts with payments are selected and all payments on selected contracts are verified. (e)	On the spot verifications (technical) during implementation of the operations – applied to select specific items of works to verify on the spot or to select a number of activities within an operation e.g. training operations or development of a platform.  All projects are verified on the spot.  However, the 10 riskiest categories of works are verified.  Possibility not to verity all projects under a call for proposals is only granted for projects within aid schemes (beneficiaries targeted mostly individuals, SMEs, NGOs) – risk based sample applied to select projects for on-the-spot verification (risk factors used – ARACHNE scoring applied on the value of payments in a payment application to rank applicants and select a sample).(f) On the spot verifications following completion of projects (projects within aid schemes with requirement for maintenance of investment) – 5% of completed projects applying ARACHNE score to value of grant paid to rank them.(g)	Verification of the capacity of IBs (performed annually by the MA on a sample of operations under the responsibility of an IB – covering functions assigned by the MA to the IB – e.g. selection of projects, verifications) – risk-based sample of operations selected – 3% of operations with payments with a ceiling of 30 operations per call of proposals.
(4) Conditions for extension of the sample: Only in the case of irregularities that are assessed as not being of a one-off nature. – the level of extension depends on the nature of the finding – extended to other contracts, additional payments under the same project etc		See description above – risk based models are applied at five levels – procurement, expenditure, on-the-spot during implementation, on the spot to ensure maintenance of investment and compliance of IB. 

Due to the fact that the risk assessment is performed at the level of the contract, thus 10% of contracts with highest risk score are selected and all expenditure items claimed for the selected contracts are verified, some payment claims may not be selected for verification at all but will be included in the payment application submitted to COM.  Simplified cost options is not a risk factor and SCOs are assigned a low risk factor value as a type of “contract / legal commitment” if part / all of a project is implemented using SCOs.  No FNLC will be applied at the level MA-to-BF.		An annual revision of the methodology is mostly undertaken to take into consideration updated results from verifications and audits, new beneficiaries that need to be assessed, or new / revised scores from the ARACHNE tool (open source data, sanctions lists etc).  The revised risk scores are entered in the MIS and are used for extracting reports using which the sample is selected.  The process of ranking and selecting the population is manually performed through these reports (excel sheets).  It is not a fully automated process.  However, following the sample selection, the items verified in payment claims are flagged whether they have been verified or not (for completeness of audit trail purposes). 		Need to keep the number of factors small, and the scoring system simple and not judgemental, and to the extent that the system can provide with automated scores e.g. the ARACHNE scores will be attempted to be fed back into the MIS so that they are extracted automatically in the risk scoring reports (still under development).  The percentage of errors corrected against payments declared by a Beneficiary (automatically computed by the MIS).  For judgmental scores use also other experts (e.g. Public Procurement Directorate, Auditor General’s Office)		Avoid scores that will need to be manually computed or entered each time – e.g. due to the fact that there is no interface currently between the e-procurement system and the MIS for co-financed projects, the data related to the procurement process are entered in the system manually by the beneficiary, therefore need to rely on the verification of the IB to ensure reliability of data.		A risk scoring module is being developed within the MIS for co-financed projects.  The module is necessary mostly in order to allow for manual entry of risk scores that cannot be automatically computed by the system from other data entered (e.g. the type of beneficiary is a data field in the system therefore the risk score depending on the type of beneficiary can be computed.  However, the assessment of the capacity of the Contracting Authority is given by the Cyprus Audit Office and therefore needs to be manually entered in the MIS.  See also previous reference to extracting risk scores from the ARACHNE system and entered in the MIS through an xml upload process.  

The scores are then generated in reports that can be extracted in excel format.  For example the report to be used for the payments sampling will include all the risk scores, the weighting already assigned to each score and the value of the payments submitted through beneficiary payment claims accumulated to the level of a contract upto the point of the report generation.  The contracts will be ranked and 10% will be selected (sample will cover 10% of the value of payments claimed for the period of sample selection).  A random selection will also complement the risk-based sample (user-prompted – to be tested whether it can be fully generated through the system). 

The reports documenting the sample selection process will be uploaded on the MIS.
The beneficiary payment claims then verified, will have a special indication of whether each item (or the entire claim) has been verified or not (traffic lights scheme system).		Semi automization		Model has just been completed and submitted to the AA for comments		Pending

		4		CZ		CZ-1		Programme Employment Plus		2021CZ05SFPR001		MA (no IBs in the programme)		Risk factors were proposed by MA.		• type of organization (public entities are usually less risky than private entities),
• the volume of project eligible costs (as the volume of costs increases, the risk of ineligible costs is higher),
• number of project partners (more entities involved in project implementation means increased requirements on project management and its administration),
• implementation of parallel and subsequent projects (parallel or subsequent implementation of projects by one beneficiary may lead to claiming  the same costs in multiple projects),
• early termination of another project implemented by the beneficiary (early termination of implementation without an objective reason may indicate problems in implementation of other projects),
• increased risk identified in ARACHNE,
• the quality of submitted implementation reports, which are evaluated by project managers,
• problems identified by the beneficiary in the implementation report,
• the amount of ineligible costs (a higher amount of ineligible costs may lead to failure to meet the project's goals or its early termination),
• planned public tenders, their number and expected value of the contract, application of financial corrections for errors in the selection of a supplier,
• communication with the beneficiary (usually a beneficiary who has difficulty or very little communication with the MA has problems with project implementation),
• use of budget and the number of points obtained in the selection process.		Scoring method - There are 20 risk factors in total. Values  relfecting the level of the risk are set for each risk factor. 
Frequency of risk assessment - for payment claims - after its approval (if risk assessment is applied), for on-the-spot checks - twice a year.
Scope of management verifications - administrative verifications - 100% scope, or for certain groups of projects - the first and last payment claims are checked, the others are checked based on risk assessment results, on-the-spot checks - 100% scope, or for certain  groups of projects - minimum samples are given in the MA manual, projects are checked based on risk assessment results.
Conditions for extension of the sample - if an error is detected.		Level  of projects (for on-the-spot verifications) and level of payment claims (for administrative verifications) - samples for costs are also determined (e.g. 2% of staff costs).
Checks of public procurement procedures - there is 100% scope, in 2025 based on the evaluation, the MA will consider revising the scope taking into account financial corrections applied and audit findings (if there are any).		Evaluation of the model will be carried out in June 2025. MA will evaluate the results of administrative verifications of payment claims and on-the-spot checks and will consider a possible revision of risk factors, sample sizes and its procedures taking into account findings arising from external audits and external influences that could have an impact on implementation of projects.		The model has been already implemented for sampling projects to perform on-the-spot verifications in 2014+ period. The error rate of the programme (OP Employment) is below 2 % (however, 100% administrative verifications have been carried out).		None		MA is using data from the monitoring system MS2021+ and ARACHNE. Results of the project risk assessment are recorded in excel sheets which are then stored in MS2021+ to be available to MA project managers.		No automatisation.		According to the Czech national methodological framework, MA is obliged to submit its manuals and guidances to the National Coordination Body, Paying Authority, Audit Authority, and Central Harmonization Unit for comments. AA did not have any comments to the model proposed.		No

		5		DE		DE-1		Programme ESF Plus /JTF 2021 - 2027 North Rhine-Westphalia		2021DE05FFPR001		MA		Risk factors were identified by the MA during the management verifications. The declarations on project activities were often incorrect.		Risk factors include misunderstanding and therefore filling in the declaration of project activity incorrectly.		An online procedure for project activity declarations is used to make the entries plausible. The procedure is to be used for all projects with personnel.

The procedure is currently under development.		The procedure is applied to the beneficiaries. This is the verification procedure to be used for the declaration of project activity.		Not yet in use.		Not yet in use.		Not yet in use.		Not yet in use.		Die Erklärungen zur Projekttätigkeit werden automatisch plausibilisiert. Einzig die Bestätigung mit Unterschrift ist noch nicht automatisiert.		The plausibilities have been agreed with the audit authority.		The need for plausibility checks resulted from the incorrect explanations of project activities. Findings were made by the MA and AA.

		6		DK		DK-1		National programme for the ESF+ in Denmark: Stronger Denmark through education and skills		2021DK05SFPR001		Danish Business Authority		The risk-based model is based on a system developed for the 2014-2020 term, the experince from that - including continious input from AA, external accountant and officers perfoming verification management, and suppleamented with new data, escpecially certain data from the tax authorities. The information in this mapping is thus given on the basis of the model as it is at this stage of development and the expected final model, and should be considered as a draft. In the 2014-20 term an external auditor has performed a thouroghly verification, and the subsequent verification by the MA has focused on a verification of the work performed by tha external auditor and a further risk based verification of the payment claim. 		Relevant constituent parts of a salary. Correct application of SCO instead of salary. Employees with high salaries. Contactors with more than three deliveries to the same project. Contracts where buyer and seller are economic partners in the project or where data from company register suggest a coincedent between buyer and seller. Also focus is on same employee on different projects, and identical supplyers on different projects.		On basis of risk factors, which is evaluated once or twice a year, a oberservation list for each payment claim by a beneficiary is created on the basis of available data, identifying which sample should be looked at.		The focus is salaries, conditions for using SCOs, expenditure and the relevance of expences (including hours used) vis-a-vis the project.		The methodology is last updated in June 2023.						Data collected from projects via online reporting in dedicated IT system (PRV), data from company register and data from tax authorities.		Semi to full automated. 		Dialogue on a regular basis.

		7		EE		EE-1		Cohesion Policy Funds 2021-2027		2021EE16FFPR001		MA + first level IB and second level IB		Only one OP for all EXIF; Data from previous programming period was analysed; AA expert judgement is ongoing (accepted; in final stadium).		Each measure and each project are analysed according to following information:
the type of applicants, 
the maximum amount of support, 
the maximum length of the project and 
who decides on the funding of the project.

The risks of the measures are classified into three types:
1. the objectives of the measure are not achieved and the indicators / performance indicators are not met (sub-risks: maximum allowable eligibility period for projects; maximum amount of support; the indicators of the measure are/are not clearly formulated and and easily verifiable;  the implementing body has no experience in implementing the new measure).
2. The support is not used for the intended purpose - it is used for expenditure that is not necessary for the realisation of the supported activities (sub-risks maximum amount of support; whether simplified reimbursement methods are used or cost documents are checked; grants may constitute unnotified State aid.
3. The risks of fraud (sub-risks: double financing, similar measures or national funding for similar activities; the self-financing requirement has an impact on the potential risk of fraud;  the legal form of the beneficiary (company, non-profit organisation, public body, etc.); indicators cannot be verified ex-post (e.g. seminars, training)).		Each measure receives a risk assessment:
Low-risk                    
Medium-risk
High-risk
Frequency of risk assessment: Once a year; 
On the spot verifications: in a low-risk measure –two projects per year (since 2022)
in a medium-risk measure - 10% of projects checked on the spot
in a high-risk measure - 25% of projects checked on the spot.

Scope of management verifications (and minimum coverage if applicable): First level IB assesses the risks of all the measures and mitigates risks in the grants conditions. Second level IBs describe in their procedures how they assess and mitigate the risks when implementing the measures (minimum requirements are given by the MA). The same system is used by all in IB.

Conditions for extension of the sample (if applicable): in case of system errors, on an ongoing basis.  
Any other information relevant for defining the model: We have decided that procurements are 100% under verification from the threshold of open public procurement
		Measure level; level of open call projects; project-specific cost level (public procurement costs, largest costs, first-time occured costs, rules for ensuring scope of control, etc.). SCOs are covered (at agreed outcome/evidence level, no cost documentation is provided).		Correction measures: If the error rate is higher with the random sample, we assess that the RB model does not work and correction measures are needed. Plus  in case of audit findings. 
		The same system-wide approach allows to compare the risks of the measures (the granting conditions). For example, for the low-risk measures it is possible to completely waive the verification of the cost documents and only verify the results. Thus, the approach allows us to completely opt out of some controls.		100% control is a very rooted practice and it takes time to bring about change		For the measures/granting conditions we use predefined Excel. For the open application calls and for the projects our operational system is automated and creates the ranking of most risky projects.		Full automatization for the open application calls; semi automatization for the measures/ granting conditions (in Excel; predefined criteria and scores). The cost document RB verification in the operational system is under development. 

		AA reviews and gives its assessment to the description of the RB methodology;
		The cooperation is good, and advice has been given on the preparation of the methodology, which has helped to write the methodology more clearly. We have the risk assessment experience from the previous period, since it has been applied already then and AA findings have been rather minor. Our risks are concentrated mainly on public procurements where we have different control focus. AA have made reasonable recommendations to improve the public procurement controls and increase the use of SCOs.

		8		EL		EL-1		22 Programmes funded by ERDF, ESF+, CF, JTF, EMFAF (single Management and Control System) of which the following 17 Programmes are co-funded by ESF+:
		- 2021EL16FFPR001 Competitiveness
- 2021EL16FFPR002 Digital Transformation
- 2021EL05SFPR001 Human Resources and Social Cohesion
- 2021EL16FFPR005 Technical Assistance and Beneficiaries’ Support
- 2021EL16FFPR006 Anatoliki Makedonia, Thraki
- 2021EL16FFPR007 Kentriki Makedonia
- 2021EL16FFPR008 Thessalia
- 2021EL16FFPR009 Ipeiros
- 2021EL16FFPR010 Dytiki Ellada
- 2021EL16FFPR011 Dytiki Makedonia
- 2021EL16FFPR012 Sterea Ellada
- 2021EL16FFPR013 Peloponnisos
- 2021EL16FFPR014 Ionia Nisia
- 2021EL16FFPR015 Voreio Aigaio
- 2021EL16FFPR016 Kriti
- 2021EL16FFPR017 Attiki
- 2021EL16FFPR018 Notio Aigaio		22 MAs (and the Ibs) of the 22 Programmes		The management and control system for all our 22 Programmes is common. 
The model was developed in-house by the Service responsible for the Management and Control System, namely the Special Service for Institutional Support and Information Systems (Coordination body in the Ministry of Development and Investments). 
While drafting the methodology and the risk factors, some MAs were being consulted. 
The Coordination Body cooperates closely with the Audit Authority, which made some recommendations on risk factors as well the methodology itself.
The 2014-2020 programming period's risk factors for on-the-spot verifications were "tested" against relevant corrections so as to conclude if their scoring was "consistent" with the corrections. Some of the "old" factors have been deleted and some new factors, arising from studying all the material available from other countries/reflection paper/etc. as well as from our experience, have been incorporated.		Factors related to the beneficiary: 
- type of beneficiary, 
- number of beneficiaries in the project, 
- whether the beneficiary has been verified or audited before, 
- financial corrections of the beneficiary, 
- compliance of the beneficiary to obligations as well as to recommendations, 
- number of projects    
Factors related to the project:
- complexity of the project
- nature of project (tangible and intangible outputs included)
- method of implementation (e.g. public contract etc.) 
- expected duration of project implementation
- project started before submission
- budget
- number of amendments made during the course of the project
- corrections from administrative verifications 
- time passed from previous verification/ audit
- financial corrections of the project		- Risk assessment scoring method - 19 factors, 18 of which automatically scored and 1 scored "manually". The factors are scored monthly for the sampling of the payment claims and every 6 months for the on-the-spot verifications.
- 3 layers of risk
- Administrative verifications: 1) Payment claims: the first payment claim and as a minimum: upper layer - all payment claims are verified, medium layer - 3 payment claims are verified, lower layer - 2 payment claims are verified. 2) Sampling of expenditure: random per category of cost (20% of expenditure verified, less only if the number of expenditure items is extremely high). In addition, the payment claim with SCOs expenditure that is submitted for the first time.  
- On-the-spot verifications: as a minimum: 15% of projects, 10% of expenses. 50% of projects to be verified from the upper layer (25% the most risky and 25% randomly), 30% of the medium layer randomly and 20% of the lower layer randomly. 
When irregularities are detected within a payment claim, the MA/IB extends the sample to other expenditure of the payment claim. If similar irregularities are detected, the MA/IB may consider an on-the-spot verification and/or administrative check of previous payment claims (the expenditure of which are most possibly included in a payment application to the Commission). 		The RB model is used for administrative verifications, on the level of payment claim, as well as for on-the-spot verifications. 
No special risk for SCOs. There is a provision, though, that the first time submitted expenses of a SCO operation have to be verified, thus the payment claim including these expenses must be verified.  		The whole management verifications methodology, including the RB model, is planned to be revised annually, on the basis of verifications and audit findings, the Annual Audit Report, the TER/RTER rate, suspected fraud cases, etc. 						The RBMV is integrated within the Management Information System used in the implementation of the 22 Programmes, as well as the accounting system for the Accounting Aythority.  		18 risk factors are scored automatically, while only one risk factor (the compliance of the beneficiary to obligations and recommendations) is scored "manually", i.e. it is up to the MA/IB to score the compliance. 		The Special Service for Institutional Support and Information Systems is closely cooperating with the AA. The first draft was sent to the AA for comments, ammendment proposals etc. We have incorporated the AA's recommendations to the final draft. 		-The AA suggested two risk factors  for the beneficiary (a. public expenditure declared to EC, in cummulative basis  b. participation in more than one Fund : to avoid double funding)
-The AA also suggested, as good practice, apart from the basic sample based on RBMV, that MAs could extend their audit work in problematic areas by selecting an additional sample of management verifications and documenting the feasibility & methodology in writing.


		9		ES		ES-1		Tool facilitaded by MA for all programmes				MA/IB		The risk-based model considers: 1) the quality of the controls established for each management instrument; 2) the results derived from the verifications on the delegated tasks to the intermediate body; and 3) the contribution to the program´s final error rate of each intermediate body in relation to the operations and expenses submitted for co-financing.
The analysis is based on the experience and results of the previous programming period.		We have considered all those risk factors gathered in the European Commission document CPRE_23-0005-1 of May 24, 2023, provided that the apply to the European Social Fund.		The risk-based model is divided in two phases: 1) the first one determines the minimum intensity of the verifications and is based on the result of some risk coefficients associated to the management of the intermediate body. According to the results, the minimum intensity of the verifications for intermediate organisms with low and medium risk levels will be 20% or 40%, respectively; 2) the second one determines the scope of the verifications, and this is based on the risk factors that each intermediate body has defined in its management and control systems.
The model is generally reviewed annually.		Risk-based verification is done at the claim payment level and covers all expenses regardless of the justification methodology.		The review is carried out annually based on 1) the coefficients associated with management risks; 2) the positive or negative result of the audit controls; and 3) the verification experience of the intermediate body.						The first phase will be implemented in an excel sheet; the second phase will be executed by an algorithm integrated within IT system.		The first phase will be implemented in an excel sheet; the second phase will be executed by an algorithm integrated within IT system.

		10		FI		FI-1		Innovation and skills in Finland 2021 – 2027
EU regional and structural policy programme		2021FI16FFPR001		Ministry of Economic Affairs and Employment of Finland (MA)		Materials from the previous programming periods have been analysed. The MA has discussed about the development with the AA and the Accounting Function. The first version of the RB model is ready. It will be further processed with the IBs as the payments are running during this year (2024). The contribution of the IBs (possibly a workshop) in specific questions is the next step forward. 		Findings from the previous programming periods, based on the guidance by the Commission. The materials (e.g. COM working paper) and the ESF TN examples have been analyzed and utilized in relation with the experiences from the previous programming periods. The issues emphasized by the Commission (e.g. double funding) have been taken into account and considered relevant. A paper of the risk factors has been concluded (in Finnish). 		Annual risk assesment inspection. Scoring method: project classification as high/normal risk (risk level), which leads to certain procedures in administrative verifications - the scope is in projects with high risks.  If there are findings in a project, the coverage and frequency of administrative verification and also risk level must be reconsidered. A lighter procedure is not possible. If there are findings and a lighter procedure has been used, the scope of the verification may have to be widened. The first payment claim complements the risk assessment in a project. It is analyzed whether the risk assessment has been adequate and whether re-evaluation of risks in a project is necessary. Risk based on-the-spot verifications.		RB model is used at the level of payment claims; SCOs are included.		The MA examines the methodology annually taking into account the findings. The IBs review the risk assessment for each project when carrying out the administrative verification of a payment claim. For the programming period 2021-2027, the emphasis has been in the issues, which would better launch the idea of the risk-based verification approach in the IBs.		The idea of risk-based approach is welcomed. It has been good that the risks have been analyzed and that the lessons learned from the previous programming periods have been utilized, as well as the relevance of the risk-based approach in the past. 		There have been difficulties in understanding the focus of setting up the RBMV model and how detailed methodology should be developed in the MA, since the IBs are in charge of the project management. AI might make it easier in the future, but so far AI solutions are not an option.		Integrated within the IT system used for the implementation of the Programme (EURA 2021). The IT system facilitates with the help of an interface among others the verification of tax debts of the beneficiary. The project are managed as a whole within EURA 2021, including risk assessment and risk classification. The risk management strategy with its attachment table is a separate document not included in EURA 2021. The management and control system descriptions by the IBs may contain specific procedures in an IB (not included in EURA 2021). However, all project specific decisions have been justified in EURA 2021.		None (AI solutions, Arachne, alerts or such are not in use).		The MA has asked the AA to comment the risk management (strategy) as a whole. The comments given by the AA have been taken into account. 		The AA has given recommendations (among others the risk scoring system and project level calculation) and pointed out the need for concreteness and to take into account all aspects of risks and different risks linked to different cost options. The MA has taken into account the aspects of the AA. The process is still on-going and the level of concreteness will be further discussed. 

		11		FR		FR-1		National ESF+ programme Employment -
Inclusion - Youth - Skills		2021FR05SFPR001		Ministry of Labour / MA		Analysis of the results of the previous programme, which are the only data available, in order to determine a level of risk that can be used to determine a strategy for carrying out performance audits		Risks factors included are amounts of the operation, structure of the financing plan, expenditure items, operators, state aid, tendering and public contracts.  they have been established on the basis of repeated failures observed during the previous programming period, either due to the recentness of the project applicant and/or poor organisation (insufficient human resources, etc.).		The risk assessment will be formalised for each campaign. At the start of each campaign, a risk assessment will be drawn up, defining and explaining the risk factors identified (origin, impact, probability), based on the results of management checks (control of services rendered and on-site visits), audits and controls.		In the context of this new programming, the identification of "at risk" operations or operations deserving control should be carried out as early as possible, and it should be possible to update this identification as operations progress. To enable this "real-time" updating of the identification of "at-risk" operations or points, it is planned to use the decision-making information system. Eventually, this system should make it possible to produce reports on expenditure rejected under management checks and on irregularities detected by type of operation.		The methodology will be revised on the basis of the results of the first supervision checks and audits. 		We have asked all the regions with delegated management authority to complete their own risk mapping. This makes it possible to monitor risks according to the specific characteristics of each region. This mapping by region complements that of the managing authority, which was carried out taking into account the same parameters. 
Preventive visits are organised by the agents in each region on an informal basis so that the people responsible can raise any points of concern. 				For the moment, no computer system or artificial intelligence has been developed. However, we are thinking about introducing artificial intelligence. We use Excel sheets to classify risks by colour according to their degree of risk. 		For the moment, nothing is automated, except for the collection of data on risks from the previous programme. 
Once the first controls have been carried out for the new programme, the collection of this data will also be automated. 		No involvment of the AA		/

		12		FR		FR-2		Programme Provence-Alpes-Côte d’Azur and
Massif des Alpes ERDF-ESF+-JTF 2021-2027 		 2021FR16FFPR002		Région Provence-Alpes-Côte d'Azur		The strategy of risk based management verifications is based on data of audits and controls during the 14-20 period. The analysis of this data led to the identification of several risks present in projects. At the same time, risk mapping for the program allowed the managing authority to grade these gross risks. The strategy was written by the "Service de sécurisation des fonds européens" and operational departments including both instruction and certification agents.		Based on questionnaires and workshops, several factors inherent to projects were brought to light. These factors can influence the risk level of the project. For each risk identified, 4 factors were determined and are evaluated during the examination of the project. The 5 major risks identified are : public procurement, state aid, expenditure eligiblity, personnel costs, and double or over financing.		The risk grading tool provides the gross risk of the 5 major risks identified during risk mapping. Depending on the number of factors present in the project (mitigating or aggravating), the net risk is determined once after programming and again if the project is modified (reprogrammed), which in turn determines the level of control during certification. For the first year of implementation, all projects have a minimum coverage of verifications including conformity of the project realisation, verification of all contract modifications post programming, conflicts of interest, indicators and communication and visibility obligations.		For the first year of implentation, the identification and grading of risks is verified once after programming, and again only if the project is modified (reprogramming). All operations are subject to the RB model, no matter what modalities of expenditure are used (SCO or not). SCO come into account only during the certification process, once an expenditure claim is submitted.		The risk map shall be reviewed annually, including the list of risks and their grades, and the grading tool shall be updated accordingly. Futur controls and audits may also lead to an evolution of the strategy and tools, and new risks will be taken into account as well.		Good practices will only be apparent after a year of implentation. Second level controls will be led in 2024 to give insurance of the robustness of the model.		Similarly, not-so-good practices will be apparent only after a year of implementation.		The grading template developped is an Excel spreadsheet with automatic calculations and formatting to facilitate the grading process. At this point, no factors can be extracted from the IT system Synergie but this is under consideration and a combined request by several MA has been made for an evolution of the IT system.		Semi automatization : employees have to identifiy the risk factors and select them in the tool, the calculation of the net risk and indication of the verifications subsequent to the net risk are automatic.		lTwo meetings with the AA allowed the MA to present the construction of the model and obtain feedback. The minimum base of verifications of all projects was deemed judicious by the AA and avoids excessive risk taking.		Inclusion of conflict of interest in the common base of verifications

		13		HU		HU-1		All OPs of Széchenyi Plan Plus				all MAs		The model was developed by the Coordination Body together with the MAs. The Audit Authority was consulted as well.		41 risk factors were identified with the help of the MAs. 		one methodology for the member state
risks are assessed by risk factors for each invoice
risk factors are defined and calculated by using data available in the IT system
risk factors are questions, if the answer is ”yes”, the factor is risky
risk-assessment is to be done only once &when the payment claim is electronically submitted by the beneficiary

		risks are assessed by risk factors for each invoice
expenses under simplified cost options are automatically excluded from risk assessment		The methodology by the Coordination Body is revised yearly.		risk factors are defined and calculated by using data available in the IT system		-		IT system - a special function  for the risk assessment was devised in the IT system		risk factors for the calls are chosen by the MA, otherwise the model is fully automatised		The AA was consulted while working on the risk factors. The model has been introduced in January 2023, now the AA is testing it as well. 		The AA was consulted while working on the risk factors. The model has been introduced in January 2023, now the AA is testing it as well. 

		14		IE		IE-1		EIST (Employment, Inclusion, Skills and Training)		2021IE05SFPR001								20% or 30 transactions which ever is lower.		The model is used to select Expenditure items included in an payment claim by the beneficiary. Expenditure declared under SCOs methodologies are included also sampled for verification with the requirements of the SCO		The methodology is reviewed as appropriate in response to audit findings		N/A		N/A		most RBMV related work will be excel based, but new IT system has the ability to select random samples		semi - new IT system has inbuilt random sampling of data for participant and financial sampling		Not to-date		N/A

		15		LT		LT-1		The European Union Funds Investment Programme 2021-2027 and the Recovery and Resilience Plan “The Next Generation of Lithuania”				MA Investment deparment of Ministry of Finance of the Republic of Lithuania		Based on the experience of the previous funding period, the managing authority, together with the implementing body, has established a list of potential risk factors and adopted a risk assessment methodology.		Risk assessment methodology sets out risk criteria covering risks related to the project environment (assessment of the project funding source(s), assessment of project design, presence of partners, planned project duration, budget, project links with other projects, nature of main project activities,likelihood of double funding, experience of the project promoter over the past 24 months, likelihood of conflict of interest, nature of State aid, level of preparation of the project.) and assumptions of origin and risks related to project administration and internal control (the evaluation shall include the turnover of the staff managing the project of the implementing body, their experience, the administrative capacity of the project promoter, the existence of indications of double funding, the investigations of irregularities carried out in the project and the proportion of ineligible expenditure identified, the eligibility of procurement, the risk of improper implementation of the financial obligations of the project promoter, the timeliness of the implementation of project activities, and the results of the on-the-spot checks.)		-  Risk scores shall be given by assessing the likelihood of the occurrence of a risk and its impact.
- The initial (inherent) risk assessment will be carried out as soon as the project contract is signed. Thereafter, the risk will be assessed with each payment application submitted by the project promoter (risks generated during the project implementation)
-  The management check sample is subject to two stages of assessment: firstly, an expert assessment is carried out and the most risky elements are selected according to the established criteria, and secondly, a random selection of 20 to 30 per cent (depending on the estimated risk of the project) of the elements to be checked is made from the remaining sample
-  The sample will be extended if systemic irregularities or other relevant information is found.		Risk-based management verifications are planned to be applied to expenditure items (including expenses under simplified cost options), procurement checks and on-the-spot checks.		The methodology will be reviewed at least once during the accounting year and, if necessary, revised on the basis of findings of audits or other verifications		It is useful to refer to the experience of the previous funding period when identifying the risk criteria, as well as to the need for cooperation between the MA and the IB, and consultation with the AA.		The development of RBMV requires cooperation between MA and IB from the very beginning. We had a not so good practice where the IB initially developed the RBMV without consultation with the MA and submitted it to the MA for alignment, with a lot of discussion and refinement, which led to a longer process. When the discussions start from the very beginning of the development of the model the process is more faster.		The excel tool is used for the risk assessment and the results are entered and stored in the IT system for project administration.		The risk assessment is semi-automated, i.e. the project risk assessor has to tick the risk criteria in the excel file and then the overall risk of the project is calculated automatically using the formulas provided		We had a meeting with the AA, where risk assessment models, the choice of sample size, etc. were discussed. The MA requested advice from the AA during the development of the risk-based sampling methodologies for management verifications and in case of questions on the application of the sampling method and the choice of sample size.		The AA has provided useful methodological material for the development of the risk model, as well as advice on the design of the audit sample, and we have agreed that we will also be available for future consultation on any issues that arise in relation to the development or improvement of the risk model.

		16		LV		LV-1		European Union Cohesion Policy programme 2021-2027 		2021LV16FFPR001		Central Finance and contracting agency (IB)		During the 2014-2020 planning period of the EU funds, risk assessment was based on specific risk criteria, based on which the project's risk level was determined (low, medium, high). The following criteria were taken into account when assessing the risks:
Proportion of the amount of the total attributable expenses of the project as a % of the total funding available within the SO, measure; - Type of beneficiary; - Number and type of cooperation partners of the beneficiary; - Beneficiary/cooperation partner provides support to final beneficiaries; - The expected duration of project implementation; - Revenues provided for in the project; - The amount of detected irregularities in the EU fund projects implemented by the beneficiary in the 14/20 period in total; - Results of on-the-spot checks in projects of the beneficiary; - Deficiencies found in audits in projects of the beneficiary and information received from third parties; - Procurement progress and the extent of Project activities (in financial terms) that are expected to be implemented as a result of the procurement; - project area (construction, purchase of equipment, training); - Content relation of the project with other projects; - The project is a continuation of the project implemented in the planning period of 2007/2013; - At the project selection stage, potential risks in project implementation have been identified.
  
The risk level determined for the project affected the subsequent verification volumes (initial verification volumes for the payment claim, where after each approval of payment claim the verification volumes could change; general verification volumes for on-the-spot checks and procurement verifications). In addition, a risk summary form was developed, which summarizes all the risks related to the project, the actions taken to reduce the risk and the risk status.
When developing the risk system for the EU funds 2021-2027 planning period, we analyzed the risks that affect the achievement of results and indicators and the risks with financial impact that were most common in the previous period, including expert methods and audit recommendations for improving the risk system. A two-steps risk system has been developed, where initially the risk level (high, medium, low) is determined to the SO/measure and when leaving the specified SO/measure risk level, the minimum scope of verifications in the project is determined. The next step is the project level, where, unlike the previous period, the risk level is not determined, but the project is assessed for its individual risks. The initial risks of the project are evaluated at the signing of agreement, but in the future work with the project, a summary of risks is used, which summarizes all the risks related to the project, the actions taken to reduce the risk and the risk status. The individual risks of the project determine the aspects to be additionally checked in the project.
		1. The following risk criteria are taken into account when assessing risks at the SO level - Funding from the program, Average funding per project, type of beneficiary, Sector/field of projects, State aid, The complexity of the implementation scheme, SO provided SCO. The above-mentioned information is included in the regulations of the Cabinet of Ministers regulating SO.Taking into account all criteria, the SO risk level is determined (high, medium, low). The mentioned risk criteria are influential in order to determine the impact of projects on the goal of measure.

2. The individual risks of the project are evaluated. At the signing of the agreement, the initial risks of the project are assessed based on previous experiance with beneficiary - Risks identified during the project selection stage, Fraud, corruption and conflict of interests risk, Risk of double funding, The risk of not achieving the specified indicators and results, Risk inherent in the activity of beneficiary, Reputation risk, Other risks (if applicable).
In the further work with the project a risks summary form is used, where the project manager controls following risks during implementation of project - The risk of not achieving the specified indicators and results, Fraud/suspected fraud, Corruption, Double funding, Conflict of interests, Risk inherent in the activity of beneficiary, Risk inherent in the activity of partner, Reputation risk, Capacity risk, Project management risk, Project complexity risk, Procurement process risk, SO inherent risk, Anti-Money Laundering and Terrorism and Proliferation Financing risk, Risk of sanctions, Other (if applicable).		Risk assessment scoring method - we determine the SO/measure risk level (created criteria with point values, where the points are automatically determined when leaving the answer. The evaluation points are summed up, where the risk level is determined according to the number of points). At the project level, we assess the individual risks of the project (an expert method is used to determine whether an additional check is needed in the specific aspects)
Frequency of risk assessment - The SO/measure risk level is reassessed if there are changes in the criteria (regulations change). The risk summary of the project's individual risks is kept throughout the duration of the project and as soon as a risk is identified or information about an already identified risk is updated the risk sumamry is updated.
Scope of management verifications (and minimum coverage if applicable) - The risk of SO/measure determines the minimum verifications volumes for payment claim, procurement verification and on-the-spot checks. The individual risk assessment determines the aspects to be additionally checked or in-depth checked, where we take into account previous experience with beneficiary as well as information from previously performed verifications (expert method).
Conditions for extension of the sample (if applicable) - If deviations or errors are detected during the verification, an additional verifications is carried out for specific expenses, contracts, invoices or for the aspect where deviations were found until the time when confidence is gained about the reliability of the data. The irregularities or deviations found during the payment claim verification affect an additional verification that should be performed, for example: for the specific contract, or the executed one, or the invoice,  according to the findings (where the deviations/irregularities were found).
		Level of payment claim and expenditure items. 
SCO verifications are not risk-based, but are assessed according to the specifics of the SCO rate and specified in the specific methodology.
 		It is planned to evaluate the effectiveness of the system once a year, taking into account the recommendations of external audits (including the detected irregularities). We plan to compare the results of our verifications and the amount of detected errors against the findings of the audits. If necessary, we will make improvements to the risk system.		Proactively self-assess the effectiveness of the risk system and scope of checks before the audit has conducted the system audit. Assess the current situation and, if necessary, eliminate the problems that have arisen in time.		The new risk system has not yet started to fully function, so it has not been possible to measure the effectiveness of this system, so we cannot draw conclusions. In our opinion, increased attention should be paid to the understanding of the persons responsible for controles about the risks in the project, RBMV and risk identification, and whether they determine sufficient amount of additional control. During the Y 2024, we plan to pay more attention to this aspect.		1. For implementing RBMV we will use the already existing  Cohesion Policy funds management information system in which risk assessment will be integrated. In addition, we use various databases in the checks, such as the database of the company register, the database of the State Revenue Service ect. With some databases it is possible to automatically read information in our management information system (for example information for overview of the project participants). Information about potential risks is also checked in Arachne system. 
A number of automatic controls have been built into the management information system, for example checking the risk of double funding when an invoice is compared with other submitted invoices to prevent potential double funding. 
In addition, it is possible to extract reports from the system.

2. It is planned to develop a risk management tool integrated in our management information system. If the defined risk criteria are met, the possible risks in achieving indicators and acquisition of funding are indicated in the level of projects, SO and Line ministries.

3. Additionaly the creation of the Client Profiling System (CPS), which will be a separate tool, has been started. CPS is planned as a web-based risk management tool designed to gather data from state and private registers and combine it with internal information within Latvia's Cohesion Policy funds management information system. The CPS assesses this data against 
a predefined set of criteria to provide a clear and objective risk assessment of clients and applicants seeking EU funds as well as contractors involved in the projects implementation. The development of the CPS is expected to improve the accuracy and efficiency of risk assessment, increase transparency in EU fund management, facilitate decision-making for fund allocation, and reduce the risk of fraud and misuse of EU funds. 		The RB model is not automatizated, as the mentioned risk criteria require expert judgement  (analysis of existing and historical information ect.) and drawing conclusions. 

The risk management tool is planned as an automated tool, where risks are automatically indicated when the defined criteria are met.

The Client Profiling System is planned as an automated tool.		We have discussed our risk system with the AA. There have been meetings with AA, where we discuss current affairs related to RBMW.		We have received feedback on what we have presented, and AA have shared useful information about member states' experiences.
Together with MA and AA, we participate in the working group "ESF TCP: MA/AA-led Working Group on Management verifications and proportionate control".
In addition to cooperation with the AA, in 2022 and 2023 we have organized an experience exchange working group with the IB of Lithuania, Estonia and Sweden on RBMV.

		17		NL		NL-1		ESF+ The Netherlands		2021NL05SFPR001		Ministry of Social Affairs and Employment		An expert of a Dutch university helped us (several years ago) to develop a statistical audit approach. Because of the huge size of items in projects it was decided by the MA to perform the audits (like the AA) base on an statistical apporach		In using the statistical approach we must, amongst others, determine the 'expected error'. A high or low expected error  determines the level of the sample		See nr 12: in our statistical audit-approach we can take into account experiences with beneficairies in the past. If there were no or little errors we can decide to reduce the sample-size		The satisticak approach is used on the level of the payment claims by beneficiairies (on real costs and simoplified cost options		The statistical approach is developed with help of a university in the Netherlands		Reduction in audittime/costs and lower error rates by the AA		N/A		In The Netherlands the MA uses (like the AA) a statistical approach of the audits		The statistical sampling is done with Excel		The AA was fully involved in the development of the statistical approach		N/A

		18		PL		PL-1		European Funds for Social Development		CCI 2021PL05SFPR001		Managing Authority and Intermediary Bodies		On the basis of experience in 2014-2020, the MA has decided to carry out management verifications according to the assumptiones defined in the Annual Control Plan (ACP) for the Programme prepared by the MA and each IB. 

1) As regards administrative verifications, the first analysis conducted by the MA on the basis of expert judgement led to the conclusion that all payment claims have to be checked by the IBs. However, selection of source documentation to be verified in chosen payment claims is based on expert judgment. 

2) As regards on-the-spot verifications, the ACP defines the risk-based analysis for selection of projects to be verified. The risk factors are similar as in 2014-2020 programming period as RBMV has been implemented for many years.
 		
2) For on-the-spot verifications the risk factors are as follows:
1. Progress of the project implementation 
2. Project value. 
3. Quality of preparation of payment claims 
4. Project completion date (implementation period)
5. The complexity of the project 
6. Has the project already been audited 
7. Value of non-eligible expenses 
8. Number positively resolved complaints and/or confirmed suspicions financial fraud in related to the implementation of projects by the beneficiary. 
IB may also use additional risk factors taking into account different types beneficiaries and projects, including related area factors with the risk of financial fraud in projects.

The risk factors come from good practices from the previous programming period.


		2) In case of on-the-spot-verifications:
- each risk factor is assigned appropriate weights depending on its significance level
- once a year in ACP and is updated quarterly
- min of 30% of projects implemented within the ACP year
- there are no conditions predifined in the ACP but the IB can always take a decision to carry out additional verifications, especially in case of submitted complaints from eg. participants or contractors or the suspicion of fraud. 
		RB model is used at the level of projects implemented in the year for which ACP is prepared.

In case of projects with SCOs - each project covered by ACP has to be checked on the spot (simplified monitoring visit to check whether activities are in place). 		The methodology will be updated at the stage of ACP adoption for the next year. 		No		No		The risk analysis is prepared in an excel sheet. Detailed data on projects are obtained from the IT System - CST2021 and from the project supervisor in Ibs and MAs.		Entering data (weights and assessment of factors) into the risk analysis is not automatised. 		No involvement		Not so far

		19		PT		PT-1		Innovation and Digital Transition Thematic Programme
Demography, Qualifications and Inclusion Thematic Programme
Norte Regional Programme 2021-2027
Centro Regional Programme 2021-2027
Lisbon Regional Programme 2021-2027
Alentejo Regional Programme 2021-2027
Algarve Regional Programme 2021-2027
Azores Regional Programme 2021-2027
Madeira Regional Programme 2021-2027		
PITD - 2021PT16FFPR009
PDQI - 2021PT05SFPR001
Norte - 2021PT16FFPR003
Centro - 2021PT16FFPR004
Lisboa	 - 2021PT16FFPR006
Alentejo - 2021PT16FFPR005
Algarve - 2021PT16FFPR007
Açores - 2021PT16FFPR002
Madeira - 2021PT16FFPR001		The RBMV is the same for all MA and IB		Risk Assessment Methodology - Developed by the national coordination body with the assistance of a University - Nova IMS Information Management School

Risk-based management verifications - Incremental implementation model

Annual account 23-24
- Risk assessment based on 2014-2020 historical data: (i) Characteristics of beneficiaries and operations; (ii) Results of controls and audits carried out by control bodies, identifying all operations; (iii) audited/controlled and their errors (if applicable) broken down by type of irregularity; (iv) Suitability; (v) Debts; (vi) Irregularities reported to OLAF; (vii) Operations financed by the RRF

Annual account 24-25 and following
- Risk assessment based on:  (i) 2014-2020 historical data;  (ii) the results of risk-based management verifications; and (iii) the results of audit of operations

Main activities carried out:
Annual account 23-24
- Impact: (Historical analysis of payment claims;  Classification of payment claims into classes of potential impact); - Development of risk matrices; - Design of the sampling strategy; - Simulation to assess the impact of the proposed sampling strategy

Annual account 24-25 and following
- evolution of probabilistic models and improvement of risk models; - monitoring the application of the model established for AY 23-24; - reanalysing risk factors; - evaluate potential impact with the predicted amount of error
- introducing expenditure categories as risk factors; - development of support mechanisms for analysing and managing risk; - promote a training programme for MA		Estimation of risk models for the probability of error (generalized linear models):
- Several models were tested taking into account statistical and conceptual criteria; 
- The models that demonstrated the greatest explanatory capacity and were conceptually valid were selected (one for ERDF/CF and one for ESF)
- The selected models include a set of risk factors with a significant impact on 
the probability of error occurrence

Risk Factors of the Beneficiary:
- Nature (only for ESF)
- Legal nature
- Concentration
- Dispersion Fund (only for ERDF/CF)
- Dispersion PO (only for ESF)
- Debts
- Reporting to the Public Prosecutor's Office

Risk Factors of the operation:
- Type of intervention
- Type of operation
- Materiality
- Multi-Fund (only for ESF)
- Operation's dominant Economic Activity

		Risk matric, based on the probability of an error and the amount of the beneficiaries’ payment claim










Strategy for selecting the payment claim expenditure lines to be verified:









		For the account year 23-24, the RB model is used on the level of payment claim.
For the following years, with data from de 23-24 accounts, and with a minimum of 1000 analysed payment claims, a risk-based model will be applied also at the level of expenditure items.

For PT  expenses under simplified cost options are a regular category of costs, no difference is made on the model.



		The model will be revised on a yearly bases, taking into account the rate error found in the previous year.		- Having a single RBMV model for all MA and IB
- Fully implemented on IT system
- The beneficiary knows only submit the documents related to the sample before final submission and after presubmissions of the payment claim		- Not having the historical results of administrative verifications for all funds and MA prevent a two leves RBMV, payment claim and expenditure		The model is fully implemented on the IT system (Single access point for all beneficiaries) that applies the risk matrix at the operation level  and identifies the payment claims to be verified.
When a payment claim is selected to be verified, the IT system  also identifies the expenditure sample.		Full automatization		The AA was consulted on the RB model.		No suggestions were given.

		20		SE		SE-1		European Social Fund+ National programme 2021-2027		2021SE05SFPR001		MA - Swedish ESF Council		Analysis from programme period 2014-2020 regarding risk assessment of implementaion capacity based on project and system reviews. Adjustments to the model have been made following recommendations from AA.		3 risk levels in our risk assessment plan. In our tutorial the risk levels are broken down into additional risk factors that shall be considered in the assessement of the risk level and documentet in the risk assessment plan for each project		Risk assessment scoring method
Risk level Low risk (1-2) main risk factors
Projects with simple structure
Projets without other involved actors
Few and/or low-value procurement
Risk Level Medium risk (3)
Few involved actors in the project, for example, collaboration projects between two actors
Medium-sized procurement
Few involved actors in the project, for example, collaboration projects between two actors
Medium-sized procurement
Applicant assessed to have good overall implementation capacity but with lower capacity in one or more areas (administrative, financial, and operational ability
High risk (4-5)
Projects with complex structure
Large-scale procurement
Projects with indications of a risk of conflict of interest
Frequency of risk assessment: After each payment claim an adjustment of the risk assessment plan can be made depending on the outcome of the review
Scope of management verifications (and minimum coverage if applicable)
Amount selection 0-6 different items for review
Random selection at least 1 item up to 20 procent of the payment claim
Own selection can be used if there is something considered important that the automated selection has not captured. Own selection can, for example, consist of items that stand out, costs and suppliers that appear abnormal, or if any form of irregularity has been noted
Conditions for extension of the sample (if applicable): Supplementary information requested to conduct the review and assess the eligibility of the cost		Payment claim, including SCO's		An audit may lead to a revision of the methodology. We may either increase or decrease the level of controls in a payment claim and revise our risk based management verification methodology accordingly		Ensure good documentiation during verification of a payment claim. 
A combination of risk and random slection provides a good level of verification.
Given percentages provides a standardized workin method		Not buidlning system support while implementing the methodology
Training and dialougie with staff (many found in difficult to change and make a much smaller selection then before.		Integrated within IT system used in implementation of programme		Semi
An initial assessment of risk are made based on own assessement there after the selection is fully automated		No involvement from the AA

		21		SI		SI-1		Slovenia’s EU Cohesion Policy Programme 2021-2027		2021SI16FFPR001		Ministry for Cohesion and Regional development		MA prepared an analysis at programme level and baseline for the preparation of methodologies (first draft of document was prepared in May 2023, in June there will be a workshop with IBs). MA analysed data from previous programming period (mostly data on reported irregularities, audit reports). Based on the analysis at the level of specific objectives from previous programming period (OP 14-20), a risk assessment of related specific objectives for 21-27 was made. Specific objectives for 21-27 are assessed as low-risk, medium-risk or high-risk specific objectives. This represents a common framework or starting information for IBs, who will prepare methodologies at the level of instrument (public tender or direct confirmation of operation) with assessment at the level of operations/beneficiary. In the baseline for the preparation of methodologies, MA listed a non-exhaustive list of risk factors at the level of operations/beneficiaries, that  IBs can use. IBs can identify and use also other specific risk factor. MA will check and confirm every methodology before IB will start with payment claim verification. On the basis of analysis at the level of programme (specific objectives), MA defined minimum coverage: first payment claim of every operation has to be verified; MA analysis has to be taken in consideration, when defining scope of verification (minimum coverage at the level of operation/public tender expenditure is 20% for low- risk specific objectives; 40% for medium-risk specific objectives; 60% for high-risk specific objectives); on the spot checks or on the spot visits as part of administrative verifications.		IBs will prepare methodologies at the level of instrument (public tender or direct confirmation of operation) with assessment at the level of operations/beneficiary.  In the baseline for the preparation of methodologies, MA listed a non-exhaustive list of risk factors at the level of operations/beneficiaries, that  IBs can use. Risk factors at the level of operations are for example: amount of funds allocated; duration of operation; complexity of operation - number of project partners; number of different cost categories; complexity - cost type (use of SCOs/real costs); public procurement; state aid; operation implemented in different locations;  milestones/indicators; planned equipement and/or investment cost in operation (%); same cost category on several on-going operations of beneficiary. Risk factors at the level of beneficiaries are for example: competence of the beneficiary in the area of implementation of cohesion policy; type of beneficiary; number of on-going operations of beneficiary; capacity of beneficiary - competent project team/structure; beneficiary has their own information system/system for verification of applicants/ other documenting system; irregularities with financial consequences/suspected fraud/fraud, identified during past verification/audit at the beneficiary. IBs will have to justify the choice of risk factors and scoring method used in their methodology.		It will have to be included/justified in the methodologies of IBs. On the basis of analysis at the level of programme (specific objectives), MA defined minimum coverage: first payment claim of every operation has to be verified; MA analysis has to be taken in consideration, when defining scope of verification (minimum coverage at the level of operation/public tender expenditure is 20% for low- risk specific objectives; 40% for medium-risk specific objectives; 60% for high-risk specific objectives); on the spot checks or on the spot visits as part of administrative verifications.		Depends on the decision/justification in the methodologies from IBs.		Revision of MAs analysis at the level of programme is planned during implementation in 2025. IBs will have to plan revisions of their methodologies, taking into consideration verification and audit findings, etc. 		Not yet applicable		Not yet applicable		Excel. No specific IT system developed for risk assessment. MA recommends using data available in the MA IT system.		Currently risk assessment is not automitized.		MA invited AA to give some  feedback on draft  analysis, so far no response was received.		MA invited AA to give some  feedback on draft  analysis, so far no response was received.

		22		SK		SK-1		Programme Slovakia - SK - ESF+/ERDF/CF/JTF		2021SK16FFPR001		Ministry of Investments, Regional Development and Informatization of the Slovak Republic  		Administrative control (AC) and Public procurement (PP):
To verify/confirm the correctness of the definition of a specific risk factor, data analysis was performed based on historical data on the implementation of projects through the ITMS2014+ system. Relevant analyzes were carried out on the entire set of ESIF projects.
Weights of risk factors affecting the project index were set by combination of i. regression analysis and ii. expert judgement 

On-the-spot controls (OTSC):
The risk based analysis for on-the-spot controls (OTSC) has been used since the beginning of the 2014-2020 programming period and it has been well adopted and there is no reason for significant changes in the 2021-2027 programming period.
		AC:
Basic risk factors at the project level (RF) - The primary categorisation is validated at the time of the contract with the beneficiery, these factors indicate potential future risks in projects even prior to the beginning of their implementation (13)
Additional risk factors (DRF) - The implementation of the project itself can modify the initially identified risk size that was calculated on the basis of basic risk factors of the project/beneficiary (10)
Special risk factors (ORF) - when these occure in project, all payment applicatons are subject to full management verification (3 - Conflict of interests; Suspicion of fraud and corruption; Negative medialization of project)
PP:
Basic risk factors of PP - these are an exclusion criterion for determining the approach to evaluating the method of public procurement control (5)
Additional risk factors of PP - the purpose is to calculate the PP risk index, they apply only to PPs that are evaluated as medium risk at the level of basic risk factors (3)
Special risk factors for PP represent a decision-making mechanism for those PPs whose risk index value is just below the threshold value (i.e. very close to it) (2)
Basic risk factors of the contract amendment (5)
OTSC:
On-the-spot-controls:
5 yes/no questions, 3 of which can be modified in amounts by MA/IB
		AC:
Calculation of the risk index - the total value of the project's risk index is created by aggregating values for individual RF and DRF.
-  Frequency of risk assessment - The calculation of risk starts ahen contract with beneficiary is signed.The risk index is calculated continuously as entries are made to the individual RB model of a project. However, the value of the risk index at the time of acceptance of a given beneficiary´s payment application  is relevant. 
- Scope of management verifications (and minimum coverage if applicable) - each payment application has to be verified to certain extent - If the risk index for certain payment application is below the threshold value, it is considered risk-free - only formal verification is carried out. If the risk index is above the threshold value, the payment application is consedered risky full management verification is carried out.
-  Conditions for extension of the sample (if applicable) - Verification of the correctness of the RB model setting is based on the performance of regular validation based on data and data from continuous monitoring of the operation of the RB model. This verification includes extension of sample (5 % of risk-free payment application shall be subject to full verification).
Public procurement:
- The riskiness of the PP is primarily determined on the basis of the basic risk factors, which represent the exclusion criteria, and therefore on the basis of their evaluation, the control is carried out or a further assessment of the riskiness is necessary on the basis of the other risk factors.
- In the case of medium-risk PP, risk index is used to assess the riskiness of PP – it is determined as the sum of the values of individual additional risk factors.
- The risk index is calculated only once when PP is submitted to the ITMS.
► High risk – the check will be carried out;
► Medium risk – the check is performed/not performed based on the risk index;
► Low risk – check will/will not be done based on random sampling.
- Extension of the sample is used in the process of verification of the RB model (5 % of risk-free PP shall be subject to full verification – this % may change in the future).
- In general, the RB model is set the way that all over-the-threshold PP are subject to control. Also special exclusions from the Act on PP that need to be justified.
On-the-spot controls:
- Answer to each question gains points – 0 or 5 points. If the sum of risk points is equal to or greater than 10, it is necessary to perform OTSC. If the sum of risk points is less than 10, it is not necessary to perform OTSC.
- Questions are answered at the time of submission of a beneficiary´s each payment application.
- Scope of OTSC is determined by MA.
- The RB model for OTSC is set the way, each project must be subject to OTSC at least once.
		The RB model is used on a level of payment application of beneficiary (AC, OTSC) / level of public procurement (PP).
If the expenses under SCOs are included it lowers the overall risk index.
		Administrative controls / Public procurement:
The RB model can be updated in 2 ways:
• based on the modification of the RB model at the initiative of the Central Coordination Body (CCB); or • based on the initiative of the MA.
These updates shall be based on verification of the functionality of the RB model - it is carried out by the MA/IB through two activities:
a) validation of threshold value b) validation of the RB model setup 
On-the-spot controls:
The model has been functional for several decades without serious audit findings, we are not considering its revision for now, since it is quite basic and conservative.
		performing a pilot testing on a sample - it can validate the functionality of a RB model;

use of expert judgement of Public Procurement Office;

practical trainings for all stakeholders (upper management, lower management, project managers)		inconsistent data

using no IT tools – only excel sheets cannot provide necessary audit trail

no trainings in the beginning		Inregrated partially in the IT system for mananagement of funds. The IT system generates "reports" - all but one risk index (ARACHNE) are extracted automatically. 		The RB model is in excel sheets, but the data are extracted automatically from the IT system, the risk index is calculated automatically by pre-defined formulas.		With the cooperation between Section of audit and control on Ministry of Finance, that is responsible for legislation on financial control and audit and which also acts as the Audit Authority and Central Coordination Body and after first presentation of the concept to the AA, the Slovak legislation has been adjusted so there is no legal obstacle to use risk based management verification in Slovakia.

The CCB introduced the RB model to the AA in the early stages of development; the draft of the risk analysis (after pilot testing) was presented at a meeting with AA and then the final model was introduced before launching the RB model.

		The AA has been involved in the development of the RB model, especially in the initial phase of designing within the framework of providing consulting activities. In addition to discussing the AA's recommendations at working meetings and the AA has submitted its comments several times on the draft model.
The AA's recommendations / suggestions aimed especially to the extension of sample on the top of identified risky payment applications which we incorporated as a part of validation of the RB model (e. g. random sample from population not concerned as a risky). 

Moreover, the AA´s cooperation and advices has been very useful during setting up the validation of the model, we had a fruitful discussion on counting the error rate and sampling from the AA´s point of view.


		…..
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[bookmark: _Toc132563673][bookmark: _Toc169072062]Introduction

At the Joint meeting of the ESF and DG REGIO Transnational Networks (TNs) on Simplification, that will be held in Brussels on 20 and 21 June 2024, three sessions will be dedicated to ‘Risk based management verifications’ (RBMV):

· Session 4.1 – Introduction on risk-based management verifications: presenting the state of play on risk-based management verifications based on the tasks carried out by the two networks, the work of the two TN subgroups and the outcomes of the multi-country workshop held in conjunction with the TNs’ meeting.

· Session 4.2 – Group discussion on risk-based management verifications: participants discuss in groups about the main challenges and questions around RBMV.

· Session 4.3 – Panel discussion on risk-based management verifications: the outcomes of group discussions are addressed in plenary, within a panel discussion with representatives of the European Commission and TN members.

[bookmark: _Toc97303925][bookmark: _Toc118621550]In preparation for the meeting, TN members are kindly invited to consult:

· The instructions for group and panel discussions (sessions 4.2 and 4.3) presented in this note, together with the template to report back on the outcomes of group discussions.

· The recommendation paper on risk-based management verifications prepared by the ESF TN working group (see background document 4.1.1).

· The draft case reports on risk-based management verifications practices prepared by members of the DG REGIO TN working group (see background document 4.1.2)

· The updated maps of practices on risk-based management verifications under ERDF/CF/JTF programmes and under ESF+ programmes (see background documents 4.1.3)

· 


[bookmark: _Toc132563675][bookmark: _Toc169072063]Instructions and template for group and panel discussions

At the Joint meeting of the TNs, participants will be invited to discuss in groups (session 4.2 of the meeting agenda) about questions and proposals around RBMV.

In the subsequent session 4.3, the outcomes of the group discussions will be addressed, in plenary, within a panel discussion with representatives of the European Commission and TN members.

Rationale and functioning of group discussions (session 4.2)

The rationale of the session is to 

· Identify the main questions around RBMV

· Develop proposals for the next steps of the TNs.

Group discussions in session 4.2 (on 21 June), will be organised as follows: 

I. Starting group discussions – at 11.00 participants will be invited to start discussing in groups. The composition of the groups will be provided before the meeting.

II. Appointing the group rapporteur – the first task for the group is to appoint one rapporteur who will be invited to collect and report back on the key outcomes of the discussion.

III. Carrying out discussions: 

· Each group is invited to discuss the following points:

Q1. Based on the contents shared in session 4.1, TN members are invited by the rapporteur to share their questions around RBMV.

Q2. Identify actions to be carried out by the TNs to further support the implementation of RBMV approaches in ESF+ and in ERDF/JTF/CF programmes.

· The rapporteur takes note of the questions and proposals using the template for reporting back on outcomes of session 4.2 in Annex 1.

IV. Returning the template to the Coordinator of the TNs – at 11:30, group rapporteurs will be invited to return the templates by e-mail to the TNs coordinator: lucasantin.eu@gmail.com.

Follow-up: Reporting back and panel discussion (session 4.3)

Taking into account the information provided in the templates, in session 4.3 (from 12.00 to 12:45), the outcomes of group discussions will be addressed within a panel discussion with representatives of the European Commission and TN members. 

[bookmark: _Annex_1_–] 
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[bookmark: _Annex_1_–_1][bookmark: _Toc85712711][bookmark: _Toc97132572][bookmark: _Toc118621551][bookmark: _Toc132563676][bookmark: _Toc169072064]Annex 1 – Template to report back on the outcomes of session 4.2

Joint meeting of the ESF and DG REGIO Transnational Networks on Simplification 

Session 4.2 – Group discussion on risk-based management verifications

Group N. _ (please indicate the number of your group) _

Based on the contents shared in session 4.1, the background documents provided (see background documents session 4.1), and taking into account the key challenges around the development RBMV in your Member State, please address the questions below.

Q.1 Questions for the European Commission.

What questions, relevant for risk-based management verifications in ESF+ and ERDF/CF/JTF programmes would you like to address to representatives of the European Commission? Please indicate your questions in the table below (in order of priority).

		Questions on risk-based management verifications



		First question (priority question):  __________________



		Second question: ___________________



		Third question: ____________________



		……………….



		……………….








Q.2 Next steps for the TNs

Please identify the actions to be carried out by the two Transnational Networks to further support the implementation of RBMV approaches in ESF+ and in ERDF/JTF/CF programmes. Please indicate your proposals in the table below (in order of priority).

		Proposals for the next steps of the TNs 



		First proposal:  __________________



		Second proposal: ___________________



		Third proposal: ____________________



		……………….



		……………….
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