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1. Introduction 

 
1.1 The Department for Communities and Local Government (DCLG) is the 

Managing Authority (MA) for administration of the European Regional 
Development Fund (ERDF) in England. 

1.2 Under Article 62 of EC Regulation 1083/2006 DCLG Internal Audit Services 
(IAS) has been appointed as the Audit Authority (AA) for the English ERDF 
programmes. The Audit Authority is functionally independent of the Managing 
Authority (MA) and the Certifying Authority (CA) and as an assurance function; 
its role is to assess the adequacy and effectiveness of the controls in place 
throughout the administrations and to assess compliance with EC regulations 
governing ERDF. This also includes carrying out the control of operations under 
Article 16 of EC Regulation 1828/2006 (A16).  

1.3 The Article 16 audit of operations also contributes to the wider DCLG ERDF 
assurance framework, to ensure that financial risks are adequately managed.  

 

2. Executive Summary 

 

2.1 The audit identified no fundamental or significant risks. 

2.2 Issues identified and risk rated as merits attention related to state aids and 
project outputs. 

2.3 The project outputs are progressing in line with details in the offer letter. Some 
outputs are marginally ahead of expectations. 

2.4 Our detailed audit findings and recommendations are included at Appendix A.  
The East Programme Delivery Team, together with the applicant organisation is 
required to complete the detailed action plan, as set out in the reporting 
timetable below.  

2.5 The definitions applied to the risk ratings are at Appendix B (i). 

 

3. Audit Objectives 

 

3.1 The audits are carried out at beneficiary level and seek to determine whether: 

 (i) Operations carried out are in accordance with the approval decisions 
including any conditions agreed. 

 (ii) Expenditure declared is supported by the accounting systems and all 
related documentation. 

 (iii) The expenditure declared by the beneficiary is in compliance with 
Community and national rules. 

 (iv) The public contribution has been paid to the beneficiary in 
accordance with Article 80 of Regulation (EC) No 1083/2006. 
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4. Audit Scope 

 

4.1 A high level review of controls that ensure compliance with relevant EC ERDF 
regulations and detailed testing of documentation supporting expenditure in the 
claim selected for testing was performed. The audit reviewed the following 
areas:  

• Organisational and Project Overview  

• Financial Control and Related Records  

• Consultancy Support and Grant Awarding Projects 

• Tendering and Procurement 

• Project Monitoring and Outputs  

• Publicity 

 The detailed scope of the audit is at Appendix B (ii). 

4.2 The aim of the project is to stimulate SMEs into engaging with the resource 
efficiency agenda and enable them to access opportunities and realise bottom 
line benefits. The project uses thermal imaging to identify high and inefficient 
energy use in businesses in the area between Thetford and Norwich, covering 
an area of 2,500 businesses. The project seeks to work with the businesses to 
reduce and improve their energy consumption through brokering new and 
existing products and one to one interventions. The interventions range from a 
free environmental assessment plan, support to implement the action plan, 
grants to SMEs and the provision of specialist advice and guidance. 

4.3 The expenditure tested at the applicant organisation was as follows:  

Claim 
Number 

Value of Claim 
(£) 

Amount tested 

(£) 

Expenditure 
Eligible and 
Verified (£) 

Expenditure At 
Risk (£) 

 

3 

 

£58,285.78 

 

£58,285.78 

 

£58,285.78 

 

£0.00 

 

 

5. Limitations to Scope 

 

5.1 There were no limitations to the scope of the audit. 

 

6. Report Process.  

 

6.1 The table below outlines the various timescales agreed for responses by the 
East Programme Delivery Team, and subsequently by the Audit Authority, 
necessary to finalise the audit: 
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Stage Timescale For Stage 

PDT response and submission of  
outstanding information 

20 working days from date of draft report 

Article 16 Final Report: 

-  review of submitted outstanding information 

-  agreement to proposed actions or 
observations on PDT comments 

10 working days from date PDT response received 

Action Plan Completion (by PDT/project) Final Report Receipt + 10 working days 

Article 16 Action Plan Confirmation Receipt of Action Plan +10 working days 

Action Completed Notification (by PDT) Completion of actions in accordance with the action 
plan target dates 

Submission of evidence supporting actions 
completed.  

Article 16 Completion Statement Issued 5 days from submission of evidence on 
implementation of final recommendation. 

 
6.2 A follow up visit may be conducted in due course to ensure that 

recommendations have been implemented as agreed.   

 

7. Acknowledgement 
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Internal Audit Services 
 

 

REV-ACTive - ERDF09/030  6 of 11 

AA/EEDA03/10 

Appendix A: Detailed Action Plan 

 

1. State Aid - Risk Rating: Merits Attention 

Finding:  
The enrolment form (BG2) for the consultancy support element of the project does not require the beneficiary to declare the amount of 
de minimis aid received in the previous three years, therefore, de minimis aid received is not checked. Furthermore, beneficiaries are 
not notified of the value of the support (£1,500) or the requirement to retain documentation for three years. 
 

Recommendation/Action:  

The Council should ensure that the amount of de minimis aid received in the previous three years is checked for all beneficiaries of 
consultancy support. Furthermore, all beneficiaries of consultancy support should be notified of the value of the support (£1,500) and 
the requirement to retain documentation for three years. 

 

PDT Response:  

De minimis aid added to BG2 REV ACTive Enrolment Form (copy provided). Beneficiaries notified of the value of consultancy support 
by letter with the Environmental Review Report (copy provided). These actions were implemented week commencing 16th May 2011. 

 

 

Recommendation/Action:  

The Council should ensure that the requirement to retain documentation for three years is added to the letter to beneficiaries which 
confirms the value of the support provided. 

 

 PDT Action Plan 

 

 Target Date for Completion: 23rd August 2011 
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2.  Project Outputs - Risk Rating: Merits Attention 

Finding:  

There is a discrepancy between the outputs agreed in the project offer letter and those recorded on MCIS. Three outputs are not 
captured on MCIS: 
 

• Successful non innovation related initiatives in SMEs 

• Leverage of private sector funding 

• SMEs integrating new products, processes and services 

 

Recommendation/Action:  
The East Programme Delivery Team should ensure that all of the outputs in the project offer letter are recorded on MCIS. 
 

PDT Response:  

The PDT will check that all outputs in the project offer letter are recorded on MCIS. 

 

 

Audit Authority Final Response: 

We look forward to receiving confirmation that all of the outputs in the project offer letter are reflected on the MCIS database.     

  

 PDT Action Plan: 

This action will be carried out by the PDT team in Eastbrook 

 Target Date for Completion: 
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3.  Project Outputs - Risk Rating: Merits Attention 

Finding:  

The Council have claimed project staff within the jobs created and jobs safeguarded results categories. However, jobs to set up or 
deliver a project should be excluded from project outputs and results indicators as they are inputs to the project; only jobs created as 
a result of the project delivery activity should be included. This is set out in Chapter 11 of the ERDF User Manual. 

 

Recommendation/Action:  
The Council should ensure that all input jobs are excluded from the jobs created and jobs safeguarded results claimed. 
 

PDT Response:  

Following notification that project staff are not an output but an input to the project; these outputs have been removed at Claim 7 
Annex 1 return to PDT and noted at the bottom of the sheet (copy provided). The REV ACTive project will retain all project staff 
information for future audit purposes. 

 

 

Audit Authority Final Response: 

We are content that the input jobs have been removed from the declaration of project outputs. This finding is closed. 

       

 PDT Action Plan: 

No further action required. 

 Target Date for Completion: 
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Action Plan completed by: 

 
Signature: 
 

 
Position: 
 

 
Date: 
 

 
On behalf of (insert name of the organisation): 
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Appendix B 

(i)  Risk Ratings 

 

The definitions of the risk ratings applied to the audit findings are:  

 

Rating Rating definition 

1. Fundamental 

There are fundamental weaknesses in the systems of 
control that render the system or process vulnerable to 
systemic error and may give rise to ineligible 
expenditure and/or non compliance with EC 
Regulations and national guidelines.  The control 
weaknesses may also result in the imposition of flat 
rate correction by the EC for fundamental flaws in the 
key control systems.  

Management must ensure remediation of the control 
weaknesses are completed urgently and within 30 
days of the date of the final report.  

2. Significant 

There are significant weaknesses that render some 
aspects of the systems of controls vulnerable to error, 
which may be of a systemic or isolated nature.  These 
may result in flat rate corrections by the EC for failure 
to maintain adequate controls relating to key or 
auxiliary systems.  

Management should ensure remediation of the control 
weaknesses are completed within 3 months of the date 
of the final report 

3. Merits attention 

There are some weaknesses in internal controls that 
render some aspects of the systems of controls 
vulnerable to error which, although may not have an 
immediate impact, if left unaddressed may prevent full 
adherence with EC Regulations or national guidelines.   

Remedial action should usually be taken within 6 
months of the date of the final report.  
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Appendix B 

 

(ii)  Detailed Audit Scope - Summary of Work Performed 
  
The following areas were reviewed, subject to any limitations reported at 
paragraph 5 in the main report, to assess compliance with the EC regulations.  
The objectives of the key controls assessed are detailed as follows: 
  
Organisational and Project Overview  
 
To ensure that a defined organisational structure is in place, which clearly sets 
out the ERDF function and that the ERDF project is based upon objective 
needs. 
 
Financial Control and Related Records  
 
To ensure that the system used and controls in place for compiling and 
submitting ERDF claims to the PDT are robust and that claims submitted are 
accurate; based only on eligible and expenditure, incurred and defrayed within 
the relevant period; and that claims are submitted promptly. To ensure the 
project matched funding agreed is in place.  
 
Consultancy Support and Grant Awarding Projects  
 
To ensure that, where the project provides consultancy support or grant to 
organisations, the system used and controls in place for recording and 
retaining information is robust; an adequate management trail is maintained; 
and that all assistance is awarded in line with EC Regulations.   
 
Tendering and Procurement  
 
In respect of public authorities or bodies governed by public law (i.e. 
contracting authorities - see Article 1(9) of Directive 2004/18/EC and Annex 
III), to confirm that goods (supplies) works and services contracts to which 
Structural Funds have contributed have been procured in line with EC 
Directives, ERDF guidelines and UK Regulations.  
 
Project Monitoring and Outputs  
 
To ensure that the systems used and controls in place to record outputs and 
monitor progress towards output targets are robust and that outputs recorded 
as achieved can be verified; and outputs are progressing in line with details in 
the offer letter.    
 
Publicity   
 
To ensure compliance with ERDF publicity requirements, as set out in EC 
Regulation 1828/2006 Articles 8 and 9.  


