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2.1 Introduction

2.1.1 This guidance manual covers the rules, regulations and procedures that apply to
all European Social Fund (ESF) activity delivered through co-financing in the 2007-
2013 England ESF programme. This manual is intended primarily for Co-financing
Organisations (CFOs) and will also be a key source document for staff in the Managing
Authority and the London Intermediate Body.

2.1.2 ESF co-financing arrangements are now well established. The introduction of co-
financing has enabled better alignment of ESF with domestic employment and skills
provision and simplified administration for ESF providers. All ESF funded activity in the
2007-2013 programme is delivered through CFOs, apart from some very limited
exceptions in the convergence and phasing-in areas and for innovative and
transnational projects.

2.1.3 This guidance takes full account of the ESF Operational Programme, national
rules and the Structural Fund regulations. The Structural Fund regulations relevant to
the delivery of ESF funded activity are:

e Council Regulation (EC) No 1083/2006 — laying down general provisions on the
European Regional Development Fund, the European Social Fund and the
Cohesion Fund as amended by Council Regulation (EC) No 539/2010 concerning
certain provisions relating to financial management.

¢ Regulation (EC) No 1081/2006 of the European Parliament and of the Council — on
the European Social Fund as amended by Regulation (EC) No 396/2009 of the
European Parliament and of the European Council to extend the types of costs
eligible for a contribution from the ESF.

e Commission Regulation (EC) No 1828/2006 — setting out rules for the
implementation of Council Regulation (EC) No 1083/2006 — the “implementing
regulations” as amended by Commission Regulation (EU) No 832/2010.

2.1.4 Under the Structural Fund regulations, Co-financing Organisations are deemed to
be ‘beneficiaries’. A beneficiary is defined in Council Regulation 1083/2006 as:

e ‘an operator, body or firm, whether public or private, responsible for initiating or
initiating and implementing operations. In the context of aid schemes under Article
107 of the Treaty on the Functioning of the European Union, beneficiaries are public
or private firms carrying out an individual project and receiving public aid’.

2.1.5 Individuals who are supported through ESF activity procured by CFOs are
referred to as ‘participants’. ESF eligibility rules which apply equally to CFO and non
CFO managed provision are included in Manual 1 of the ESF guidance.

2.1.6 Any changes to this guidance will be notified on the ESF website. ESF Division
will update this guidance every three months and highlight any changes made. CFOs
will be bound by any changes to the guidance notified on the ESF website. ESF
Division will circulate any changes to this guidance to CFOs in advance of its
publication on the ESF website.

2.2 Applying for CFO status

2.2.1 ESF Division published CFO selection criteria in May 2007. The selection criteria
were approved by the Programme Monitoring Committee at its first meeting on 2
October 2007.
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2.2.2 CFOs operating under the 2000-2006 programmes could apply to become CFOs
for the 2007-2013 ESF programme. They had to demonstrate that they could continue
to manage ESF effectively as a CFO and make a contribution, in conjunction with other
CFOs, to regional employment and skills priorities set out in the regional ESF
frameworks.

2.2.3 Other eligible public organisations could also apply to become a CFO and had to
demonstrate the capacity to manage ESF and contribute to delivery of the regional ESF
framework in conjunction with other CFOs to ensure coherent delivery of ESF provision.

2.3 Eligibility

2.3.1 The eligibility criteria to become a CFO were the same as for the 2000-2006
programmes, namely, that an organisation must:

e have a legislative remit to deliver one or more of the activities described in the
operational programme;

e be a public body (that is, it receives over 50% if its funding from central or local
government);

e have sufficient cash resources to add to ESF as match funding for the duration of
the co-financing plan. Plans cover the 2007-10 and 2011-13 tranches of the
programme; and

e deliver ESF and match funded activities by contracting with providers selected
through competitive tender. Amendments to the ESF regulations brought forward by
the Commission subsequently allowed the use of grants based on flat rate costs
calculated by application of standard scales of unit costs.

2.3.2 The following organisations met the above criteria:

e Learning and Skills Council, now the Skills Funding Agency
e Department for Work and Pensions

e Local Authorities

¢ Regional Development Agencies

e National Offender Management Service

2.3.3 Other types of organisation could contact ESF Division to discuss eligibility before
completing an application. The capacity to deliver ESF funded activity in a way that
meets EU Regulations is fundamental to the award of CFO status. CFOs from the
2000-6 Objective 3 programme had to identify any changes that might have an impact
on their ability to act as a CFO. The Managing Authority also took account of
performance under the 2000-6 programme as well as any change factors when making
an assessment about capacity.

2.3.4 New CFO applicants had to demonstrate that they had sufficient capacity across
the following areas:

e Match funding — availability, amount and sources of clean cash match funding (that
is, not in kind match funding).

e People — are there enough people with the right skills, knowledge base and abilities
to cover the range of functions required of a CFO (these functions are annexed to
the application pro-forma)?
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e Accounting systems — to enable ESF and match funding expenditure to be
separately identified and to meet audit trail requirements.

e Audit — how will providers be audited to ensure that payment claims are eligible?

¢ Management Information — what systems are in place to collect participant level
data from providers, validate and collate it and send to the Managing Authority.

e Evaluation — the contribution of delivering the CFO plan has made to the regional
ESF framework and operational programme will need to have qualitative evaluation.
The Managing Authority and regional ESF committee will require regular qualitative
as well as quantitative reports on the delivery of regional employment and skills
priorities.

e Contract management and monitoring — how will providers be managed so that
they deliver what is expected of them contractually; what will happen in respect of
poor performance

e Quality — all provision should be subject to quality inspection by OFSTED where it
falls within the OFSTED remit; how will providers be supported to help them meet
quality standards?

e Publicity — CFOs must meet the regulations so that, amongst other requirements,
all participants, funded both through ESF and match, are made aware that the
provision is part funded by the European Union.

e State aids — systems need to be in place to allow monitoring of state aids.

e Cross cutting themes — implementing and mainstreaming the themes of equal
opportunities and gender equality, and sustainable development as required by EU
regulations, and comply with UK legislation on these themes including the equality
public duties.

2.4 Selection arrangements

2.4.1 The deadline for receipt of completed applications to become a CFO was 29 June
2007. ESF Division developed assessment criteria, which were shared with applicants.
All applications were jointly assessed by ESF Division and Government Office staff.

2.4.2 CFO status was awarded for the life of the 2007-2013 ESF programme. A list of
the CFOs selected is included at Annex 1. There are no plans to consider any further
applications for CFO status although this will be reviewed if, for example, there are
changes to policy or other circumstances emerge that would warrant such
consideration.

2.5 Contribution to the regional ESF framework

2.5.1 The contribution a CFO would make towards delivery of the Regional ESF

framework was a key consideration in the selection process. Prospective CFOs had to
demonstrate that they could make a real contribution to a range of employment and/or
skills priorities described in the regional ESF framework. CFOs will normally operate at
a regional level although a small number have been selected to operate sub-regionally.

2.5.2 Regional ESF frameworks were developed to cover the first ESF planning round
from 2007-13 and were revised in 2010 to cover the 2011-13 period. . Following the
government decision to close Government Offices and abolish the regional tier of
administration, regional ESF frameworks will not be reviewed again.
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2.6 CFO plans

2.6.1 CFO plans describe the planned activities and expected outputs and results
needed to contribute to national and regional employment and skills priorities including
the cross-cutting theme priorities. Plans must take full account of the England ESF
Operational Programme and the Regional ESF Framework.

2.6.2 CFO plans must cover all participants and activities, funded through both ESF
and match funding, to demonstrate the totality of the CFOs provision and the
complementarity between ESF and match funded activity. Plans should follow a
common format as set out in Annex 2.

2.7 Planning timetable

2.7.1 The first round of plans covered financial allocations for the calendar years 2007-
2011. Activity and expenditure associated with the plan can continue beyond 2011
because spending profiles allow expenditure to take place for up to 2 years after funds
have been allocated to meet the European Commission’s N+2 spending targets.

2.7.2 A second round of CFO plans covers financial allocations for the calendar years
2011-2013. Activity and expenditure relating to second round plans may continue until
the end of 2015. Plans covering 2011-2013 will also take account of any ESF
underspending from the first planning round. CFOs will need to manage any overlap of
activity and spending between first and second round plans in 2011 and 2012.

2.7.3 The Managing Authority reviews the performance of each CFO against their plan
quarterly. If there are significant changes to policy priorities, planned activities may
need to be revised during the planning period.

2.8 Coverage

2.8.1 CFO plans will normally be developed at regional level. However, in the South
West, CFOs will need to prepare separate plans for Convergence and Competitiveness
and Employment funding. In the North West and Yorkshire and the Humber CFO plans
may cover the whole region, but must show separately the specific activities, financial
profiles, target groups, outputs and results for phasing-in funding in Merseyside and
South Yorkshire.

2.8.2 There will be separate CFO beneficiary agreements for Convergence and
Phasing-in budgets. Where a CFO operates in two ESF Periorities, plans will cover
activities in both priorities but there must be separate tables showing financial
allocations, output and results targets for each Priority.

2.9 Complementarity with other CFOs

2.9.1 CFOs should work together in developing plans to ensure that planned activities
are complementary and avoid duplication. Joint CFO plans at regional level are
encouraged although this may not be possible in all regions for the first planning round.

2.9.2 As part of the process of agreeing plans Government Offices (and the London
Intermediate Body) agreed with each CFO the ESF allocation by year, required match
funding contributions and outputs and results targets. These form annexes to the CFO
plan. The financial profiles and output and results targets contained in the annexes form
part of the CFO beneficiary agreement with the Managing Authority.

2.9.3 CFO Plans must be signed and dated by a suitable senior CFO official. Final CFO
plans including the ESF allocations and output and results targets must be endorsed by
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regional ESF Committees before CFO beneficiary agreements can be concluded.
Regional ESF Committees were closed at the end of 2010, by which time the CFO
plans had been endorsed.

2.9.4 There may be occasions when individuals participate in more than one ESF
project operated by different CFOs. This might occur, for instance, where a participant
is following ESF supported employment provision but has a need for some specific
skills training that can be provided by a different CFOs provider in order to enhance
employability. Such instances may occur sequentially in which case participants are
treated as a leaver from one CFO and a fresh start with the other.

2.9.5 There may be occasions where a participant participates in more than one CFO
project concurrently where training and employment patterns would allow such
participation and there are clear benéefits for the participant in doing so. In such
circumstances the participants are treated as a starter with both CFOs. However

in these circumstances and to ensure there is no double funding the respective ESF
providers should agree which elements of employment or skills provision each will
provide to demonstrate that ESF support in both providers will be complementary and
that neither provider will be claiming for similar activities from their CFO. The
participant's action plans or equivalent documents should be noted accordingly to
demonstrate that learning and employment objectives are complementary.

2.10 Provider selection and public procurement

2.10.1 Providers for ESF and match funded activity can be selected either through
competitive tendering or by means of a grant. Grants can be used only in the context of
funding providers by means of flat rate costs calculated by application of standard
scaled of unit costs — see Manual 1.9.10 — 1.9.22. This section of the guidance covers
public procurement and competitive tendering. Public tendering arrangements are
governed by the Public Contracts Directive (2004/18/EC) implemented in the UK by
Public Contracts Regulations 2006 (Statutory Instrument 2006/5). CFOs as public
bodies will also need to adhere to their internal tendering guidance and to work within
the shared principles of the Compact and its codes of practice in terms of relationships
with the Third Sector.

2.10.2 When providers are selected through invitations to tender, CFOs have to ensure
that the services delivered by their providers conform with the services defined in their
contracts. The ‘price’ for the delivery of agreed services should be specified in the
contract. CFO applications for payment of ESF should be on the basis of payments to
providers for the delivery of agreed services.

2.10.3 Auditors will check that services have been delivered and that agreed contract
prices have been applied correctly but will not check the underlying costs and the
supporting accounting documentation the provider incurs in delivering the services
unless this is specified in the contract. Auditors will also check that services has been
rendered in compliance with the terms and conditions set out in the invitation to tender
and in the contract, in accordance with national and Community rules on public
contracts.

2.10.4 ESF procured through a public tender is therefore different from ESF assistance
granted without tendering. Usually where ESF is awarded by means of a grant the
application for payment is justified on the basis of expenditure actually incurred by
providers, unless flat rate costs are calculated by application of standard scales of unit
costs — see Manual 1.9.10 — 1.9.22.

Version 15: Revised June 2014 6



2.11 Tendering procedures

2.11.1 The Public Services Contracts Regulations allow for four methods of tendering:
e The open procedure

e The restricted procedure

e The negotiated procedure

e The competitive dialogue

2.11.2 Under the open procedure CFOs must invite any supplier who responds to the
advertisement to tender to submit a tender. This may result in a very large number of
tenders being received, some of which may be unsuitable. This can be a costly and
inefficient procedure for all parties, and is not generally recommended except in cases
where the likely level of interest among potential suppliers is expected to be low.

2.11.3 Under the restricted procedure, CFOs invite all interested suppliers to
complete a Pre Qualification Questionnaire (PQQ). The advertisement must include a
statement that the CFO will assess all PQQs and will then invite a stated range of
suppliers — a minimum number of 5 and where appropriate a maximum number - to
submit formal tenders. This two-stage approach is the normal method of procuring
goods and services for the public sector. It is open and competitive — anyone can
submit an expression of interest — but the full procurement process is restricted to those
suppliers who have a genuine chance of being awarded a contract. It is possible for
CFOs to set up a Framework Agreement relating specifically to carrying out a Due
Diligence on potential suppliers / providers that can pre-qualify organisations for a
whole range of Invitations to Tender over a set period of time. Framework Agreements
can last for a maximum of 4 years however, it is unlikely that a due diligence would be
able to stand for the full period without being revisited. If carrying these out
electronically through an e-procurement process it is possible that organisations which
submit a response can be asked to “refresh” their submission on an annual basis, these
could be evaluated and moderated combining electronic and manual methods. All of
the above supports the moves to reduce bureaucracy in public sector procurement.

2.11.4 Any proposals to use the negotiated procedure must be cleared with the
Managing Authority beforehand. If the negotiated procedure is used, claims for
expenditure to ESF Division must be based on actual expenditure incurred by
providers.

2.11.5 The Public Contracts Directive allows the possibility of using competitive
dialogue in cases of "particularly complex contracts" where the contracting
authorities consider that the use of open or restrictive procedure will not allow the
award of the contract. CFOs should advise ESF Division in advance if they intend to
procure ESF through competitive dialogue procedures

2.12 Competitive tendering

2.12.1 Under competitive tendering arrangements, providers compete against each
other to deliver a service specified by the CFO. This is distinct from bidding for a grant
where providers make bids against general criteria and are appraised using objective
criteria (a ‘call for proposals’).

2.12.2 A call for tender needs to clearly identify the:

e target groups of participants that require support;
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e outcomes being sought;
e geographical area in which the activity should be targeted (if appropriate).

Other EU procurement approaches, such as performance specifications (where the call
for tender identifies the issue and, taking into account procurement legislation, asks for
solutions to address the issue) are also able to be used.

2.12.3 All tenders must be evaluated in an identical and non-discriminatory way in line
with the published eligibility and selection criteria. To be awarded ESF funding, tenders
must meet the minimum criteria set out in the tender specification. Tenders which fail to
meet the minimum criteria, even if they are the only tenders received, cannot be
approved.

2.13 Specific guidance on calls for tender

2.13.1 The objective of the call for tender is to inform all potential applicants of the
availability of ESF funding and the specific nature of the tendering round. CFOs must
publicise the launch of a tendering round widely to prospective providers. This process
might include dissemination through relevant web sites, press adverts, press releases,
road shows and direct mail approaches. CFOs may choose to procure ESF through e-
procurement procedures.

2.13.2 Where restricted tendering procedures are used CFOs will invite organisations to
complete a PQQ. This will enable the tendering organisation to make an assessment of
an organisation’s ability to deliver ESF funded programmes by considering for example,
quality procedures, health and safety measures, financial viability and capacity to
deliver the proposed employment or training measures. Alternatively this due diligence
may be achieved as a result of drawing appropriate organisations off a framework
agreement referred to in 2.11.3 above

2.13.3 Successful organisations will then be invited to respond to a more detailed
Invitation to Tender setting out the activities, outcomes and results to be delivered.
Sufficient feedback should be provided, particularly for unsuccessful applicants to help
them in future bidding rounds. Feedback to unsuccessful organisations in the form of an
Award Decision Notice must take account of the EU Remedies Directive and as a
minimum must contain the following information:

e The name of the organisation to which the Notice is addressed

e The Title of the Invitation to Tender to which the Notice relates

e The total score the organisation receiving the notice has scored

e The Name of the winning organisation(s)

e The scores of the winning organisation(s)

e Areas where the organisation receiving the Notice failed to meet the specification
e The relative advantages of the winning bids

e The date when the mandatory standstill ends

e Anything which the CFO is aware of which may cause the mandatory standstill date
to be extended

Successful organisations should receive an “intention to award letter” advising them of
the CFQO’s intention but also stating that as the procurement is subject to the EU
Remedies Directive there will be a dated mandatory standstill period. They should also
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be advised not to start delivering the contract until the end of the standstill period as the
decision could be challenged under the Remedies Directive.

2.13.4 A list of requirements to be followed in order to meet the conditions for
competitive tendering is provided at Annex 3. In addition, the following points cover
good practice procedures to be followed:

During a tendering round contacts with potential applicants should be limited. They
should only occur at the request of the applicant (for example to clarify specific
aspects about the nature of the tender). Any contact with a potential applicant
should be recorded and keep it on file. Where information is provided which is
additional to that already included in the tender specification, this information must
be made available to all parties who have expressed an interest in tendering.

To compensate for the necessary limitations on discussions with potential applicants
during a formal tendering round, general guidance workshops before the tendering
round is launched can provide generic information to potential applicants on the
nature of the call for tender.

Where a manual process is used potential applicants should be asked to submit
tenders in a sealed envelope, clearly identifying which tender specification the
application refers to. The application should be addressed to the CFO and marked
‘Tender application’. Closed tenders (the sealed envelopes) should be kept securely
until the opening date. The post-marked envelopes should be retained as evidence
that the tender was submitted before the deadline. If tenders are received by hand,
two people should receive them recording the date and time received on a sealed
envelope. Where CFOs use e-procurement procedures, the e-procurement system
will highlight and track when proposals are received and opened.

Two people should open the tenders. When they open the tender documents they
should check and record the criteria for applying (for example, deadline, number of
copies, signatures and so on). When they have finished their task, they should
record it and sign the record.

There should be robust procedures for the assessment and moderation of tenders.

However, e-tendering and e-procurement may have a different approach as
robustness and transparency are built into the system. When using an e-
procurement process, opening tenders is slightly different. As with a manual system
there is a set time after which tenders cannot be submitted although unlike a manual
one tenders can be submitted before the deadline and amended right up to the
deadline if tenderers’ wish. The opening of the tenders is usually carried out by one
person who has the access rights in the process to allow them to carry out this task.
Evaluation could be carried out automatically if closed questions are used otherwise
in the case of open questions they too would be carried out electronically but by two
separate evaluators.

When tenders are evaluated, it is recommended that you involve appropriate
specialists, such as finance, to assess relevant aspects of the tenders.

Where there may appear to be conflicting guidance between EU Procurement
Directives and ESFD Procurement Guidance the EU Directives in force at the time will
prevail.
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2.14 Contracting with providers

2.14 1 Following the assessment of tenders, CFOs will contract with the selected
providers. CFOs must ensure that contracts with providers comply with their own
internal contracting procedures and ESF requirements. Contract management should
follow normal practice for domestic funded activity, but will need to cover additional
aspects that apply to contracts that are co-financed with ESF such as participant
management information and publicity requirements.

2.14.2 To simplify record keeping and administration for providers, contracting
arrangements should as far as possible be the same for ESF and match funded activity.

2.15 Moving funds between provider contracts

2.15.1 Once contracts with providers have been agreed, CFOs may move funding from
one provider to another for activity within the same Priority. This might be appropriate if
one provider is performing poorly and another could take up the slack. Such
arrangements promote effective delivery and help to ensure that underspends are kept
to a minimum. In the interests of transparency CFOs should establish the criteria they
will apply to any switching of funds in advance.

2.15.2 Under public procurement regulations, such movement of funds need not be
subject to a further open and competitive tendering if existing contracts can be
legitimately extended. If this is not the case, funds can still be moved without tendering
provided that the amount in question is less than the threshold, which is amended every
two years and which is currently set from 01 January 2014 at £172,514 under public
procurement regulations. This threshold only applies if existing contracts cannot be
legitimately extended. CFOs operating in two Priorities cannot move funding between
providers operating in different Priorities.

2.16 Subcontracting
2.16.1 [Paragraph deleted].

2.16.2 CFOs may implement contracting through a ‘Prime Contractor’ model. Under this
model, prime contractors who have successful tenders deal with a wide range of ESF
provision. The prime contractor delivers some of the provision itself and is supported by
one tier of sub-contractors. There would usually be one tier of sub-contractors, but in
turn a sub-contractor might need to bring in specialist support as their own sub-
contractor. Contracts with Prime Contractors would be based on contract costs and the
delivery of outputs and results. Prime contractors must show how they will, as part of
their overall provision, undertake engagement activities with disadvantaged participants
particularly those who are at a distance from the labour market. Prime contractors will
agree the funding arrangements with sub-contractors.

2.17 Obligations

CFOs are required to use their best endeavours to deliver the activities, outputs and
results set out in the CFO plan and contribute fully to programme expenditure targets
required to meet the European Commission’s N+2 targets. CFO plans cover a wide
range of activities with significant levels of ESF funding attached to them. It is essential
that CFO plans identify key implementation stages and milestones to enable progress
to be monitored effectively.
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2.18 Information and publicity
2.18.1 This section of the guidance:

e sets out the information and publicity requirements for the procurement,
management and delivery of activity covered by the CFO Plan, including both ESF
and national match funded activity.

e is supplemented by additional publicity information and resources on the ESF
website (https://www.gov.uk/dwp/esf-2007-2013), including: the Communication
Plan for the England and Gibraltar ESF programme for 2007-2013; downloadable
versions of the 2007-2013 ESF logo and supporting guidance on its use; and
information on the distribution and display of ESF plaques and posters.

2.18.2 CFOs and their providers (both ESF and match funded) must acknowledge the
financial support from the European Social Fund and European Union. CFOs are
responsible for ensuring that all ESF and match funded supported activity:

e is publicised to ESF and match funded participants and the general public.

e complies with the information and publicity requirements of the Secretary of State as
set out in the CFO Agreement / Memorandum of Understanding; and the European
Commission as set out in articles 2-10 and Annex | of European Commission
regulation (EC) No 1828/2006

2.18.3 To meet the regulatory requirements, the CFO and its providers must implement
specific ESF information and publicity measures. At CFO level these must include the
following:

e developing, implementing and reviewing an ESF Communication Plan, which sets
out the strategy and measures through which the CFO and its providers will meet
information and publicity requirements, including:

¢ publicising funding opportunities to potential applicants;
¢ using the ESF logo in line with guidance;

¢ raising awareness of EU/ESF support amongst ESF and match funded
participants and the general public;

¢ providing their details and project details (including names of sub contractors
where prime contractor arrangements are used) for the Managing Authority’s list
of approved beneficiaries and operations; and

¢ how information and publicity measures will be reviewed and evaluated.

e displaying the 2007-2013 ESF logo (downloadable from www.dwp.gov.uk/esf along
with supporting guidance) and references to financial support from the European
Union on all information and publicity measures related to the 2007-2013 ESF
programme. These include, but are not restricted to use on:

e websites, e-communications, correspondence and literature used by the public
and participants;

e ESF programme documents such as Co-financing plans;
o advertisements, press releases and other media targeted materials;

¢ any other document concerning the administration of ESF or match funded
activity.
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e disseminating as widely as possible information on funding opportunities offered by
the joint assistance from ESF and CFO match funds, including clear and detailed
information on at least the following:

the funding available and conditions of eligibility to be met in order to qualify for
financing;

a description of the procedures for tenders and of the time periods involved;
the criteria for selecting the operations to be financed;
the contacts who can provide information on the measures to be co-financed.

displaying an ESF ‘Approved Co-financing Organisation’ plaque for the 2007-
2013 programme at the CFO’s main office. Plaques are provided free of charge
by the Managing Authority, and must be positioned in a prominent location where
they are clearly visible to staff, participants and others using the building.

distributing an ESF plaque provided by the Managing Authority, to each ESF
provider, match funded provider and grant awarding body, or, ESF posters in the
case of ESF community grant projects, with instructions that they must be
positioned in a prominent project location where they are clearly visible to staff,
participants and wherever possible, others using the building.

providing data to the Managing Authority about the CFO, measures in the CFO
Plan and its providers of ESF and match funded activity, for inclusion in the
publicly accessible list of CFOs and projects.

giving ESF and match funded providers clear and comprehensive information
about information and publicity requirements through contractual arrangements,
supporting guidance and other measures. At provider level, these requirements
include, but are not restricted to:

¢ ensuring all ESF and match funded participants are notified and reminded of
EU and ESF support throughout their activity.

¢ displaying the ESF logo and publicising EU support in line with ESF guidance
on any document, including any attendance or other certificate concerning the
administration of the ESF/ match funded activity.

¢ in line with Article 7.2(d) of Commission Regulation (EC) No 1828/2006,
providing data about the project to the CFO, for inclusion in the publicly
accessible list of CFOs and their providers.

nominating a representative to participate in the Managing Authority’s national
network of CFO publicity contacts to share good practice, ensure consistency
and agree specific actions.

reviewing provider compliance with information and publicity requirements
through formal monitoring checks and other measures, and instigating the taking
of remedial activity where necessary.

2.18.4 In addition, the CFO is required to undertake and/or support other measures to
publicise the ESF programme that are agreed at national and regional levels and/or
which may be required by the Managing Authority. Such measures may arise from:

e the Communication Plan for the 2007-2013 England and Gibraltar ESF Programme
(and any updates to the Plan).
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e the annual Information and Publicity Plan (developed each year by the Managing
Authority in consultation with CFOs).

e requests made by the Managing Authority, which may include but are not restricted
to the following:

¢ planning and delivery of campaigns or events to publicise ESF;
e developing and issuing press releases;
¢ developing, maintaining and updating (complementary) ESF websites;

e producing and distributing electronic and/or hard copy newsletters and/or other
publicity materials such as booklets;

e submitting news stories and case studies showcasing activities, outcomes and
added value;

¢ organising and publicising ESF visits by VIPs such as Government Ministers and
representatives of the European Commission;

e contributing to the production of annual implementation reports required by the
European Commission and the evaluation of information and publicity activity;
and

¢ general networking and exchange of good practice.

2.19 List of beneficiaries and operations

The Managing Authority maintains a list of beneficiaries and operations on the national
ESF website (www.dwp.gov.uk/esf). Under each CFO, it lists the names of their
projects and the project providers (including sub contractors or project partners where
applicable), the amount of funding (i.e. ESF or match funding) allocated to the provider,
and whether the agreed activity is live or closed. The list will be:

e generated from information supplied by CFOs to the Managing Authority.
e updated quarterly.

e shared with the European Commission and may also be used on the Commission’s
website

2.20 Provision of participant level management information

2.20.1 CFOs are responsible for ensuring that participants are ESF eligible and from
the target groups in the ESF Operational Programme and regional ESF framework.
CFOs should ensure that their providers recruit eligible participants and report on
participant outcomes and results accurately so that programme performance can be
monitored and evaluated effectively and accurate feedback on performance can be
provided to the England and Gibraltar monitoring committee and the European
Commission.

2.20.2 CFOs have to provide the Managing Authority with core information on all ESF
and match funded participants. Information is collected when participants start and
leave ESF and covers particular characteristics of each participant and the results
achieved such as qualifications gained. Information on participants supplied to the
Managing Authority is provided anonymously and complies with Data Protection Act
requirements. The specific participant level management information is shown at Annex
4.
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2.20.3 CFOs transfer participant level data electronically to ESF Division quarterly.
Failure to submit participant data by required dates may result in payments to CFOs
being suspended.

2.20.4 Provision of data at participant level will enable aggregation at various levels e.g.
national, local authority, by Priority, by participant type. This will enable ESFD to
respond appropriately and quickly to emerging performance issues including progress
towards outcome and results targets at CFO and programme level. Data is also
available to inform delivery of regional ESF frameworks. It is also be used to provide
the European Commission with programme level data on ESF participants as required
by Annex XXIII of the Implementing Regulation.

2.20.5 Core participant data are supplemented by participant follow-up surveys and
other evaluation activity to ensure a full picture of programme performance and activity
is available at all levels. There will be two national follow-up surveys of participants, the
first of which reported in 2010, and a second survey to report in 2013; the surveys are
based on a sample of all participants selected by ESF evaluators. CFOs are required to
provide contact details for those participants selected for the surveys having sought the
permission of the individuals concerned to be contacted in advance.

2.21 Co-operation with audits

2.21.1 CFOs must comply with requests from the ESF audit authority, National Audit
Office, the European Commission, the European Court of Auditors and other authorised
organisations to examine any documents held by the CFO or its providers (including
sub-contractors) that relate to the delivery of ESF programmes (including match funded
activity).

2.21.2 The CFO and its providers must also provide access to premises where the
relevant documentation is held and reasonable assistance (including the provision of
onsite photocopying, facsimile, and telecommunications facilities) to facilitate the
examination of such documents.

2.22 State Aids

2.22.1 State Aid rules aim to ensure fair competition and a single common market.
Giving favoured treatment to some businesses would:

¢ harm business competitors;
e risk distorting the normal competitive market; and
e hinder the long-term competitiveness of the Community.

2.22.2 That is why the European Community founding Treaty generally forbids State-
funded aid that would favour certain businesses or goods production. The State Aid
rules contribute to the effective functioning of the Single Market and European Union
economic reform in two key ways:

e They prevent State Aid that would seriously distort competition - thereby helping to
achieve a fair market for businesses in all Member States;

e They allow State Aid that promotes economic development and other legitimate
policy objectives, where this benefit outweighs any distortion of competition.

2.22.3 There is no precise definition of what constitutes a state aid. However there is a
very clear statement of principle that any form of aid to a commercial undertaking —
whether provided directly by the state or provided indirectly through ‘State resources’ —
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is incompatible with the Single Market if it distorts or threatens to distort competition
within the Community.

2.22.4 Aid to individuals and most grants to public and not-for-profit organisations, such
as voluntary, charitable and cultural bodies, are not affected by State Aid rules. These
organisations are only affected when they are involved in commercial activities or
compete with commercial organisations.

2.22.5 For most of the 2007-2013 ESF programme the ESF and public match funding
provided to providers in Priority 2 does not constitute state aid. Where ESF activity is
supporting individuals to improve their employability and help them move closer to the
labour market the aid is being provided to the individual and there are no direct benefits
for enterprises. However for those elements of the programme in Priority 2 which
provide support to individuals in employment there may be state aid implications
because their employers are receiving support towards the costs of training. Where
ESF supports individuals in employment to achieve full or part qualifications this may
constitute an aid. However the State Aid Branch in the Department for Business,
Innovation and Skills has concluded that the following should not be treated as giving a
State Aid when delivered in the workplace:

e Full funding for literacy and numeracy at all levels

e Shared investment (employer and public funding) for ESOL at all levels

e Full funding for all Apprenticeships (including Advanced) delivered to 16-18
e Co-funding for Apprenticeships

e Co-funding for first Advanced Apprenticeships

e Full funding for first Level 2

e Full funding for Level 3 jumpers

e Full funding for first full level 3 for 19-25 year olds

2.22.6 The de minimis regulation covering the 2007-2013 programme enables an
enterprise to receive up to €200,000 euros in aid (any public resources including ESF)
over three fiscal years. Providing such aid is given within the de minimis rules there is
no requirement to notify it to the Commission.

2.22.7 To ensure that the requirements of the de minimis regulation are met, scheme
administrators must ensure that any award of ESF and other public match funding to an
enterprise given under the terms of the de minimis block exemption does not breach
the €200,000 (approximately £170,000 at € = 85p exchange rate) ceiling over three
fiscal years. The Managing Authority requires the aided enterprise to keep detailed
records of any de minimus aid received for 10 years. Checks are made at initial Article
13 meetings that CFO’s are aware of these rules. The new e minimis regulation:

e extends the scope of the regulation to marketing and processing of agricultural
products with certain conditions and the transport sector (but not to road haulage
operations for the acquisition of road freight transport vehicles).

e prohibits the cumulation of de minimis with other block exempted or notified aid
schemes for the same costs, and ;

e increases the de minimis level from €100,000 to €200,000 except the road transport
sector which remains at €100,000.

2.22.8 Organisations using the de minimis rules must put in place a monitoring system
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to ensure the limit is not breached. Typically, such a monitoring system will involve:

e asking enterprises receiving support under their scheme to identify all other sources
of support (either in cash or in kind) that they have received in the last three years;

e checking if previous de minimis aid is involved, to ensure that the combined
assistance does not exceed €200,000 over any three-year rolling period. If the limit
is breached, the aid may have to be reduced or refused to ensure the limit is not
breached.

2.22.9 The BIS (Department for Business, Innovation and Skills) State Aid Branch
advises writing to each recipient in the following terms:

“The assistance for [...] constitutes State Aid as defined under Articles 107 and 108 of
the Treaty on the Functioning of the European Union of Rome and is being granted as
‘de minimis’ aid under Commission Regulation EC/1998/2006. European Commission
rules prohibit any undertaking from receiving more than €200,000 euros (approximately
£170,000) ‘de minimis’ aid over a rolling three-year period. Any ‘de minimis’ aid granted
over the €200,000 limit may be subject to repayment with interest. If you have received
any ‘de minimis’ aid over the last three years (from any source) you should inform us
immediately with details of the dates and amounts of aid received. Furthermore,
information on this aid must be supplied to any other public authority or agency asking
for information on ’de minimis’ aid for the next three years.”

The Co-financing organisation should write to each recipient of de minimis state aid as
above.

2.22.10 Whilst de minimis rules are straightforward in principle they are difficult and
complex to operate in practice because they are not project related and as such rely on
individual enterprises being able to identify how much aid and under which schemes
they have received support over a rolling three-year period. Where enterprises have
exhausted their aid ceilings under de minimis, there is no capacity for further aid
through ESF.

2.22.11 The General Block Exemption regulation (GBER) was adopted by the
European Commission in late September 2008 which requires aided companies to
contribute a proportion of the costs of the aid - unlike the financial ceiling of de minimis
rules.

2.22.12 ESF Division has not notified the 2007-2013 programme under the GBER for a
number of reasons:

e The ESF Division view is that ESF 2007-2013 is a programme aimed at individuals -
their employment and their skills - and that the vast majority of the funding as
detailed in the Operational Programme is for individuals. Only a small number of
programmes and schemes offer support to companies;

e Traditionally State Aids in ESF was always dealt with using de minimis. However in
the 2000-2006 ESF programmes - where a substantial amount of private match
funding was used by the thousands of direct bid projects - ESFD notified the
programme under the training and employment aid block exemption (the precursors
to the GBER). In the 2007-2013 programme there are very few direct bidders and
no private match is permitted;

e Block exemptions require the body that nominated the scheme (in 2000-2006,
ESFD) to report annually - and on demand during spot inspections - on the amount
of aid granted to each individual enterprise. The European Commission and BIS
both showed concern in 2000-2006 that ESFD were too far removed from the
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operation to report correctly. ESFD are even more removed from the individual
operation in the current programme.

2.22.13 Provision funded wholly by ESF that falls within the scope of State Aids must
follow the requirements of the de minimis rules outlines above. Some Skills Funding
Agency provision that is used as match funding has been notified under the General
Block Exemption Regulation; in these cases it is the responsibility of the Skills Funding
Agency CFO to make sure that its own State Aids guidance is being followed.

2.23 Match funding

2.23.1 ESF can only meet part of the costs of eligible activity with the balance provided
by match funding. CFOs are required to provide the necessary public match funding to
access ESF. In the convergence objective match funding must contribute at least 25%
of total eligible project costs. In the competitiveness and employment objective match
funding must contribute at least 50% of the total eligible costs.

2.23.2 Match funding must support activity that is eligible in the Operational Programme
and has been procured through competitive tendering arrangements or through a grant
if standard funding rates are used in agreement with the Managing Authority. Match
funded activity contributes to the delivery of outputs and results in the CFO plan and
agreement.

2.23.3 In exceptional circumstances CFOs can, with the agreement of ESF Division,
continue to use match funding that was originally identified in their own budgets, when it
has subsequently been novated to another public body, and continues to meet all ESF
requirements (including publicity requirements) and to support activity that is eligible
within the Operational Programme. CFOs will have to demonstrate how they will
monitor these arrangements and how audit trails will be maintained.

2.23.4 CFOs may procure ESF separately from match funded activity but must ensure
that activities and participants supported through match funding is ESF eligible in the
Priority of the Operational Programme to which it is applied and is subject to Structural
Fund regulations, notably those relating to publicity.

2.23.5 Match funding for the phasing-in regions of South Yorkshire and Merseyside
must come only from within those regions as the allocations (both ESF and match
funding) are ring fenced.

2.24 Financial issues
Funding of providers

2.24.1 As CFOs procure ESF through public tenders and grants, payments to providers
will normally be based on contract costs and agreed prices for the delivery of services
specified in the contract. There may be circumstances where CFOs reimburse
providers using actual costs for some aspects of ESF activity if these cannot be
covered through contract costs. In such cases, the arrangements must be clearly
specified in the contract. Providers must keep records, for audit purposes, of any
expenditure reimbursed on the basis of actual costs.

2.24.2 It is acceptable for CFOs to pay providers using standard national funding rates,
providing funding has been allocated to providers through open and competitive
tendering, or by means of a grant, where the funding methodology has been agreed
with the Managing Authority.
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Profile payments

2.24.3 CFOs may fund providers using profile payments, although this is not an ESF
requirement. Under this method of funding, regular payments are made to providers
(normally every four or five weeks) based on a financial expenditure profile agreed by
the CFO and provider at the outset of the contract. The CFO will reconcile the profile
payments made to the provider at regular intervals against the evidence of delivery of
agreed services such as the outputs and results in the provider contract.

2.24 4 Profile payments to providers are adjusted in the light of actual delivery of
services. If delivery of agreed services is falling short of that predicted, the provider
payment profile can be adjusted accordingly. In some cases providers may need to
make repayments if it becomes evident that they cannot deliver sufficient of the agreed
services in the contract to cover profile payments already made. Profile payments can
provide valuable assistance to providers with cash flow as agreed services in the
contract will often be delivered in the later stages of the contract.

2.24.5 Under profile payment arrangements, the cumulative payments made by the
CFO to the provider will increasingly equate with the delivery of agreed services. When
CFOs make claims for ESF funding to the Managing Authority they may include profile
payments made to providers. Subsequent claims for ESF payment must be adjusted, if
necessary, to reflect any adjustments made to provider payments when profile
payments are reconciled against the delivery of agreed services in the provider
contract.

Delivery payments

2.24.6 CFOs may make ‘delivery payments’ to providers in recognition that there are
certain input costs (mainly staff and overhead costs) that have to be met throughout the
life of the project. However, these input costs can only be fully recovered if the agreed
results in the contract are achieved.

2.24.7 Under these arrangements, once a CFO has selected successful providers it will
agree contract payments made up of, for example:

o 30% “delivery payment” (divided into instalments and paid during the lifetime of the
contract)

e 50% paid for the achievement of short term results
o 20% paid for the achievement of long term results

2.24.8 The regular nature of the delivery payment also addresses the cash flow
problems that some organisations might face, in particular small voluntary and
community organisations. The amount of the delivery payment will be determined from
the costs set out in the tender and will allow there to be competition between tenders on
cost as well as quality by moving away from standard and predetermined funding rates.

2.24.9 The proportion of the delivery payment to the total contract cost will vary
depending on nature of the client group. The delivery payment is likely to be higher
where a provider is dealing with hardest to help groups because input costs are likely to
be higher and results more difficult to achieve.

2.24.10 Where CFOs plan to use delivery payments as part of their contracting process
they must ensure that tolerances are built-in to the arrangements so that delivery
payments do reflect actual inputs in practice. Contracts should therefore specify the
consequences if the agreed participant volumes are not achieved, and that the delivery
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price will be adjusted in accordance with the stipulations in the contract. Normal
contract management procedures will confirm that activities are being delivered.

2.24.11 The delivery payment can be included in CFO claims to the Managing Authority
for ESF. If delivery payments made to providers are subsequently adjusted downwards
in light of lower than anticipated participant starts such adjustments must also be
reflected in subsequent claims made by the CFO for ESF.

Advance payments

2.24.12 Where CFOs provide advance payments to providers selected through public
procurement arrangements these advances can be treated as expenditure paid out and
included in claims for expenditure to the Managing Authority providing the payment of
such advances is allowed in the CFOs own procurement rules.

2.24.13 Levels of advance payments must be proportionate to the length of the provider
contract and total agreed costs. CFOs should clear the level of advance payments with
the Managing Authority if it is proposed to pay an advance in excess of 5% of total
contract value.

Reconciling ESF Deliverables

2.24 .14 Occasionally where contract payments made to providers are subsequently
adjusted downwards as a result of following the agreed business process of reconciling
participant deliverables, such adjustments must be reflected in the next subsequent
claim made by the CFO for ESF.

2.25 Eligible expenditure

Timing

2.25.1 The date from which ESF and match funded expenditure becomes eligible is the
date that the CFO lodged its initial (2007-2011) CFO plan with the then Government

Office. This eligibility date will be included in the Managing Authority’s agreement with
the CFO. There are no separate eligibility dates for the 2011-13 part of the programme.

Categories of eligible expenditure

2.25.2 In making claims to the Managing Authority for expenditure defrayed, CFOs
must do so using the following categories:

e Contract cost payments to providers
e Other costs

e Administration costs

e Revenue

Contract cost payments to providers

2.25.3 The majority of payments made to providers will be in the form of payments for
the delivery of agreed services at prices agreed in the provider contract. Where CFOs
are making use of delivery payments, profile payments or advances, these types of
expenditure should be included in contract cost payments to providers along with any
adjustments.

Other costs

2.25.4 It is possible that CFOs will reimburse their providers for some ESF activity on
the basis of actual costs incurred rather than contract costs. This might be the case
where specific payments are made to support some participant costs such as travel or
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childcare costs. Where CFOs do pay providers on actual costs these should be claimed
as other costs when submitting claims for ESF expenditure. CFOs should claim the
actual costs reimbursed and ensure that providers retain appropriate documentation of
actual costs incurred for audit purposes.

Administration costs

2.25.5 CFOs can claim administration costs for activities undertaken relating to
management, delivery and administration of their ESF agreements. Administration
costs are limited to a maximum of 10% of the total eligible costs (ESF plus match
funding) set out in the CFO agreement. The detailed requirements for claiming CFO
administration costs are set out in the ESF eligibility rules in Manual 1.

Administration costs and Technical Assistance

2.25.7 There may be potential overlap between activities funded from administration
costs and Technical Assistance (TA) activity. The position is as follows:

2.25.8 TA cannot be used to fund any activity that a CFO carries out in its role as a
beneficiary and covered by the Beneficiary Agreement / Memorandum of
Understanding with the Managing Authority;

2.25.9 Where CFOs do access ESF TA funds they must ensure there is no double
funding from TA and administration costs and maintain appropriate documentation to
demonstrate this.

Revenue

2.25.10 Revenue generation is not accepted within an ESF funded project. However, if,
in exceptional cases eg, through social enterprise type activities, a project does
generate revenue then that revenue cannot form part of any claim for reimbursement
from the European Commission. Should any revenue be generated as a result of ESF
funded support, this must be deducted from the ESF claimed prior to the submission for
payment (ie, the level ESF grant claimed is reduced in accordance with the level of
revenue generated). All documentation evidencing this procedure, including the details
of the revenue generated, must be available for inspection at any time and subject to
the normal ESF retention rules.

Apportionment within CFO Administration Costs

2.25.11 All administration costs should be actual and if they can, wherever possible, be
direct costs. Those costs which should be and can be classed as direct costs should
not appear in apportionment methodologies. If the cost can be directly attributable to
ESF this is how it should be accounted for.

2.25.12 There will be costs which cannot be connected directly to ESF and where it is
difficult to attribute expenditure. The costs attributed to ESF must be fair and equitable.
Costs which may need to be apportioned include:-

e central/support staff and personnel costs - where the ESF element of their duties
cannot be extracted from general duties and put on timesheets — e.g. reception,
central finance

e equipment (must not exceed £999.99) and premises costs where these are not used
wholly for ESF activity

e telephone and postage costs

e electricity, gas and water
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e insurance

This is not an exhaustive list. The Managing Authority will respond to any queries on
eligibility - ma.enquiries@dwp.gsi.gov.uk

2.25.13 Where central/support staff costs are being apportioned higher management
salary costs must not form part of the costs. These higher management costs must be
extracted before the apportionment percentage is applied. These higher costs can be
claimed as a direct cost when direct ESF activity has taken place provided that they are
supported by a timesheet.

2.25.14 ltems should either be costed in direct or apportioned costs - the same item
should not appear in both.

2.25.15 The preferred methodology for apportioning shared costs is the ratio of ESF
staff time against total available staff time. This satisfies the fair and equitable criteria.

2.25.16 The complete CFO quarterly claim will be subject to Article 13 monitoring and
Article 16 controls. Apportionment will be tested within these processes.

2.26 Profiling

2.26.1 Accurate profiling of planned ESF expenditure is essential for effective financial
planning at all levels. Financial profiles enable the Managing Authority to develop
financial plans and so ensure that funds are in place to pay CFOs promptly. Profiles are
also used to provide annual financial forecasts which the European Commission uses
for its financial planning.

2.26.2 Once the CFO Plan has been agreed the CFO is required to produce a profile of
expenditure at Priority level. The profile breaks down the ESF and match funding
agreed in the CFO Plan into quarterly periods. The profile periods are standard for all
CFOs and end on the last day of February, May, August and November. The profile
also includes any anticipated project revenue. In addition to financial profiles, CFOs
are also required to profile their participant starts

2.27 Activities in scope of the European Regional Development Fund
(ERDF)

2.27.1 Council regulation 1083/2006 allows ESF programmes to finance activities which
fall within the scope of ERDF, up to a limit of 10% of the ESF agreed at Priority level.

2.27.2 The ESF Operational Programme does not anticipate that use will be made of
this mechanism but the Managing Authority will consider its use in Priorities 1,2,4 and 5
in exceptional circumstances and should the need arise during the course of the
programme. Any use of this mechanism must be agreed with the Managing Authority in
advance.

2.28 Making claims

2.28.1 The claims procedure enables CFOs to declare eligible expenditure included in
the CFO beneficiary agreement and for the Managing Authority to make payments
based on expenditure declared.

2.28.2 The Managing Authority will not make advance payments to CFOs. It will
reimburse CFOs for actual ESF expenditure declared. There will be no retention of
payments and claims will be paid in full subject to satisfactory submission of the claim.
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2.28.3 Claim arrangements are summarised below. Detailed information on claim and
payment arrangements are provided in the guidance notes for INES, the web based IT
system that is used for making claims on-line.

Claims

2.28.4 CFOs must submit claims for payment for the quarters ending on the last day of
February, May, August and November within 20 working days of the quarter end. The
Managing Authority must be informed if this timetable cannot be met. There is scope to
submit claims outside of these periods if the need arises.

2.28.5 Claims must only include expenditure for the period covered by the claim
together with any expenditure for previous periods that has not been previously
declared. Claims must show the amount of ESF and match funding and a breakdown of
expenditure by contract cost payments to providers, other costs, administration costs
and any revenue received. CFOs are also required to declare any ineligible expenditure
included in previous claims and recoveries of funds identified and confirmed as
irregularities from previous claim periods.

2.28.6 Where actual expenditure varies by more than plus or minus 15% CFOs must
provide a reason for the variance. If the next quarterly claim also has variances in
excess of 15% CFOs must provide a revised profile with that claim. The number of
participant starts in the period must also be provided and CFOs must have supplied
participant management information for the period up to the end date of the previous
claim.

2.28.7 The claim also requires the CFO to provide narrative comments on ESF
performance in the period covered by the claim including any significant issues
affecting delivery of the CFO agreement.

2.28.8 The requirement to provide in-period expenditure claims is a change from the
arrangements for 2000-2006 ESF programmes when CFOs declared expenditure
cumulatively. The provision of in-period claims will enable more effective reconciliation
and reporting of the recovery of irregularities and any ineligible expenditure included in
previous claims — a requirement of the Structural Fund regulations.

Claims

2.28.9 The claim for final payment is similar in format to the claim and provides the final
declaration of expenditure and revenue for the agreement. CFOs will provide with the
claim a summary evaluation setting out achievements against the CFO Plan and
agreement, bringing together the various monitoring and evaluation activity undertaken
during the operation of the agreement.

2.28.10 Any material changes to the CFO agreement must be agreed with the
Managing Authority and approved before proceeding. This includes any changes
resulting in more than 10% reduction in outputs and results and any changes to the
total eligible CFO funding, both at priority level.

2.28.11 Prior to any variation, discussions should take place with the Managing
Authority to set out the proposals for variation. After discussions and agreement has
been reached in principle, CFOs should complete a Variation to Plan (see Annex 5)
giving details of the proposed changes along with revised outputs and financial
information.

2.28.12 The variation should be considered by the Managing Authority, which should
ensure that the proposals continue to support:-
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e The Regional ESF Framework;

e Are eligible;

e Are covered by sufficient eligible additional match funding; and
e Complement existing ESF funded provision

2.28.13 Once agreed a Variation to Agreement/Memorandum should be signed by both
parties. This variation (including all changes to allocations and outputs and results) now
forms the latest version of the CFO plan. Original documentation should be held at
ESFD.

2.29 Document retention

2.29.1 All documentation relating to the delivery of ESF in the 2007-2013 period must
be kept for a period of three years following the closure of the operational programme.
This means that documents relating to any aspect of the programme including:
expenditure; audit; committees; selection of operations and so on, must be kept until
the final payment in respect of the operational programme has been received by the
Managing Authority.

2.29.2 The rules regarding document retention apply to all organisations involved in
delivering and administering structural funds - that is the Managing Authority, Certifying
Authority, Audit Authority, any intermediate bodies, co-financing organisations and
applicant bodies.

2.29.3 Under Structural Fund regulations, organisations are required to retain
documents (that is all documents including match documentation where appropriate)
until three years after the European Commission makes the final payment for the
programme concerned. This will mean that documents will need to be retained until 31
December 2022 at the earliest. The Managing Authority will advise beneficiaries of the
final date for document retention when it receives the final programme payment from
the Commission. The rules on retention of documents apply equally to those
documents relating to unsuccessful bidders for ESF support.

Electronic retention of documents

2.29.4 Commission regulations allow for documents to be retained as originals or ‘in
versions certified to be in conformity with the originals on commonly accepted data
carriers.” The regulations allow for the electronic storage of documents provided that
they are stored on a recognized data carrier, are certified as being copies of the
original, meet national standards and are auditable. Documents must be held on an
accepted data carrier. These include:

e photocopies of original documents;
e microfiches of original documents;
e scanned versions of original documents

2.29.5 For each data carrier used, the CFO or provider, depending on where source
documents are held, must retain a signed declaration that the documents held within
the data carrier are certified as being true copies (conforming to) the originals.

The following declaration on headed paper satisfies this requirement:
Name of organisation
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Namel/title of ESF supported projects

| certify that this data carrier [specify details of carrier] contains true copies of
original documents relating to ESF supported projects

Position in organisation...............cociviiiiiiiiiinnnnnn

2.29.6 All organisations involved in the delivery of ESF must keep electronic copies for
the same length of time as required for paper copies. It is the organisation’s
responsibility to ensure that the electronic copy of the document can be relied on for
audit purposes.

2.30 Audit Trail

2.30.1 Article 60 (f) of Commission Regulation 1083/2006 requires an adequate audit
trail to be established. Article 15 of Commission Regulation 1828/2006 outlines the
criteria which must be met in order that the Commission may regard an audit trail as
adequate. These are that the audit trail:

e ‘permits the aggregate amounts certified to the Commission to be reconciled with
the detailed accounting records and supporting documents held by the certifying
authority, the Managing Authority, intermediate bodies and beneficiaries as regards
operations co-financed under the operational programme;

e Permits verification of payment of the public contribution to the beneficiary;

e Permits verification of application of the selection criteria established by the
monitoring committee for the operational programme;

e Contains(...... ) the technical specifications and financing plan, documents
concerning the grant approval, documents relating to public procurement
procedures, progress reports and reports on verifications and audits carried out.’

2.30.2 This requirement means a sufficient audit trail must be maintained by the
Managing Authority, at Intermediate bodies, at Co-financing Organisations (CFOs) and
at the project delivery level.

2.30.3 It is vital that documentary evidence is secured to support the audit trail including
all documentation relating to delegations, contracting, payments, monitoring and
inspection processes. Organisations must ensure that they have robust systems and
arrangements to do this. These key documents need to be categorised and stored in a
way that ensures that they can be readily retrieved should they be required.

2.30.4 Audit trails should enable auditors to verify that:

e there is evidence to support the claim and that expenditure has/had been incurred in
a proper manner;

¢ financial management is/was sound;

e applicants comply/ complied with EC regulations and the requirements of their
contract;
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interim and project closure report entries are/were supported by evidence of
expenditure; and,

the project represented value for money

2.30.5 EU regulations also make clear that the maintenance of an audit trail is
mandatory. The key documents are those relating to specific processes in the delivery
of ESF. In particular these are:

The decision making process and the roles and responsibilities of organisational
staff. This covers:

the establishment, membership and terms of reference of key committees including
sub-committees;

the minutes of committees reporting decisions taken; and,

delegated authorities

2.30.6 The retention of documentation relating to all aspects of ESF contracting. Key
documents include:

selection of projects;

selection of CFOs;

letters to successful and unsuccessful bidders;

any notes relating to the selection process;

all documents relating to any subsequent changes to contracts;

documents supporting the methodology for setting standard funding rates; and,

all ESF Regional committee decisions relating to the operation of the programme.

2.30.7 The retention of all the evidence supporting Article 13 monitoring including:

all Article 13 monitoring reports and subsequent follow up action;

copies of the invoices/timesheets and other evidence of costs relating to the project
that have been inspected; and,

copies of Article 13 plans and reports

2.30.8 All documents relating to project payments which must be retained and include:

profiles;
claim forms ;
copies of the appropriate payment certification and authorisation documents; and,

Any documentation relating to refunds, offsets or write offs must also be retained.

2.30.9 All documents relating to audits undertaken by EC, ECA and internal auditors.
All evidence relating to Article 16 controls should be retained. The documentation
referred to above is not exhaustive. Please consult with ESFD if you require further
clarification on the documents to be retained.
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2.31 Community Grants
Overview

2.31.1 ESF Community Grants enable small third sector organisations, that would not
otherwise be able to access ESF, to access small grants through simplified application
arrangements. Grants focus on progression towards the labour market but are not
intended to duplicate provision that is available through mainstream ESF activity.
Grants strengthen the ability of small third sector organisations to deliver employment
and skills activities to disadvantaged people.

2.31.2 Arrangements to support Community Grants build on good practice developed in
the Objective 3 Global Grants programme.

Grant Co-ordinating Bodies

2.31.3 ESF Community Grants are awarded and administered by Grant Co-ordinating
Bodies. Community Grants are delivered through Co-financing arrangements with
Grant Co-ordinating Bodies selected through open and competitive tendering. Grant
Co-ordinating Bodies are responsible for:

e publicising the availability of grants and making calls for applications in line with
agreed priorities;

e selecting successful third sector applicants, agreeing level of approved grant and
planned outcomes (for many grant awards outcomes are likely to focus on progress
towards mainstream ESF and other provision);

e providing support, where necessary, to grant recipients to help them manage ESF
effectively;

e monitoring performance and delivery of grant recipients and reporting back to the
CFO.

Eligible activity

2.31.4 ESF Community Grants support a range of activities aimed at assisting the
disadvantaged or excluded to move closer to the labour market by improving their
access to mainstream ESF and domestic employment and skills provision. Activities
support participants from the target groups in the Operational Programme but because
the focus is on individuals who have difficulty in accessing ESF or mainstream provision
outcomes are more likely to be based on progression and softer outcomes rather than
achievement of jobs and qualifications.

2.31.5 Grants cannot be used to duplicate provision that is available through other ESF
co-financing — they provide support to hardest to reach communities and individuals to
access and succeed in this or other provision. The small third sector organisations that
access grants are likely to be well placed to reach excluded individuals facing barriers
which hinder access to the mainstream. The grants support a wide range of activities
including:

¢ Initial help with basic skills
e Taster work experience including voluntary work
e Training, advice and counselling

e Jobsearch assistance including the provision of equipment and other assistance
necessary to secure employment

e Confidence building
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e First contact engagement activities, for example to provide support to engage
individuals with barriers in a non-threatening environment

2.31.6 In addition there is limited scope (up to 10% of the ESF available to support
Community Grants) for grants to provide support to small third sector organisations
themselves. Such support might include:

e Training for staff and volunteers in third sector organisations on mainstream routes
to employment and training;

e Actions to support the development of delivery and accreditation arrangements in-
house.

Care should be taken to avoid funding activities that are more appropriate for Technical
Assistance.

2.31.7 If there are situations where third sector organisations have common needs, for
example accreditation of staff for a particular qualification, it might be more cost
effective for the Co-ordinating Body to provide this through the provision of a service
rather than a grant.

Funding

2.31.8 ESF Community Grants operate in priorities 1 and 4 of the Operational
Programme. Ministers have agreed that up to 2.5% of ESF in these priorities can
support small grants. Up to 4% of Priority 1 allocations for 2007-2010 may be allocated
to Community Grant activity in phasing-in areas.

2.31.9 The maximum amount of ESF grant awarded is £15,000 per small third sector
organisation per year. (Up to 31 December 2013 the upper limit for individual
Community Grants was £12,000)

Delivery arrangements through Co-financing

2.31.10 ESF Community Grants are delivered at regional level with a separate scheme
in each region. Regional ESF frameworks may identify issues or areas where grants
should be targeted. Regions have also decided on the level of ESF from Priority 1 to
support Community Grants within the 2.5% limit (4% in phasing-in areas for 2007-2010
allocations).

2.31.11 One CFO has responsibility for ESF Community Grants as part of its wider
Priority agreement with the Managing Authority. The Skills Funding Agency has agreed
to Co-finance Community Grants in most regions. The CFO has tendered for one or
more Grant Co-ordinating Bodies to implement ESF community grants in the region.

2.31.12 It is for the CFO concerned to determine how payments based on contract
costs are paid to the Grant Co-ordinating body. However, payments are not based on
the achievement of specific results and outputs in the ESF Operational Programme.
Whilst Community Grants contribute to ESF objectives overall by helping individuals to
move closer to mainstream activity they do not contribute directly to the achievement of
the participant, job and NVQ output and results targets.

2.31.13 CFOs have agreed contract cost payment arrangements with Grant Co-
ordinating Bodies based on the number and actual value of grants awarded. CFO
payments to co-ordinating bodies and claims to DWP are based on contract costs.

2.31.14 Community Grants are awarded to small third sector organisations to support
particular groups and achieve agreed outcomes and objectives. It is necessary to
capture and report on the outcomes achieved by the grant recipients including soft
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outcomes. There are some variations in the objectives of Community Grants schemes
at regional level depending on specific regional priorities or targeting.

2.31.15 Grant Co-ordinating Bodies require an appropriate level of resource to meet
their administration costs. Contract cost payments reflect necessary administration
costs and provide the cash-flow for co-ordinating bodies and grant recipients where
necessary. The CFO has agreed an appropriate level of administration costs, normally
within a limit of 10% of the ESF awarded to the Grant Co-ordinating body. It may be
necessary to exceed the normal limit of 10%, for example in regions with below
average Priority 1 allocations. Administrative costs reflect necessary administrative,
overhead and support costs to be undertaken and are agreed as part of the normal
tendering and contracting arrangements within Co-financing.

Allocation of grants

2.31.16 Grant Co-ordinating Bodies are required to allocate grants to small third sector
organisations through an open, transparent and competitive process. They must
advertise the call for applications for small grants widely and specify what activities can
be supported including any targeting of participant groups.

2.31.17 Grant Co-ordinating Bodies are required to use simplified application
procedures to ensure that small third sector organisations are able to apply for grants
when applications are called for.

2.31.18 The allocation of grants is made on the basis of selecting third sector applicants
against specific criteria set out in calls for grant applications. Selection arrangements
must be clear and transparent and published alongside the call for applications. A list of
third sector organisations who are awarded grants following the selection process must
be published. Grant recipients receive 100% ESF.

2.31.19 Given the nature of the grants and delivery through small third sector
organisations, it is not appropriate to award them through full open and competitive
tendering arrangements. As the grants themselves are not awarded through tendering,
grant recipients are required to maintain records of actual grant expenditure to ensure a
full audit trail.

2.31.20 Grant recipients should keep the following participant information:
e Details of all participants supported through Community Grants;

e Results of participant achievements including employment, full or part qualifications,
soft outcomes;

2.31.21 Grant recipients should also keep the following financial records:
¢ Invoices to support all expenditure

e Bank statements

o Staff timesheets, job descriptions, expenses payments

Original documents (paper or scanned copies) must be maintained until advised by the
CFO.

Monitoring and reporting arrangements

2.31.22 Reports on progress are provided to the Programme Monitoring Committee.
Grant Co-ordinating Bodies need to ensure that reporting arrangements fully reflect the
objectives and priorities of Community Grant schemes.
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2.31.23 To ensure that certain key information on progress can be provided to the
Programme Monitoring Committee and reported for example in the Annual
Implementation Report, Grant Co-ordinating Bodies are required to supply the following
key data to CFOs:

e Number of applications for grants received

e Number of grants awarded

e Average value of grants awarded

e Number of participants supported through grants

e Achievement of soft outcomes, jobs and qualifications;

e Short case studies of how grants have supported specific targets groups and
specific outcomes achieved (case studies to be provided for 10% of completed
projects

e Summary of how grants are supporting regional priorities

2.32 Evaluation

2.32.1 The DWP ESF Evaluation team will evaluate the ESF programme at the national
level (and also at the Convergence area level where appropriate). CFOs will contribute
to the national evaluation process, for example by taking part in qualitative interviews
with evaluators or supplying information to help inform research or survey work.

2.32.2 At the CFO level, CFOs will evaluate the contribution made by their CFO plans
to the Operational Programme. This may take the form of a joint evaluation with other
CFOs.

2.32.3 The DWP ESF Evaluation Team cannot carry out or commission CFO-level
evaluations as it must remain functionally independent. However, CFO evaluations will
be sent to the DWP ESF Evaluation Team so that they can inform the national
evaluation.

2.33 Contribution to the Annual Implementation Report

2.33.1 For the first time in 2008 and by 30 June each year, the Managing Authority is
required to send the European Commission an annual report on the implementation of
the operational programme.

2.33.2 To help it prepare the report the Managing Authority will request contributions
from the CFOs in their progress report accompanying their claim for the period ending
November each year. The CFOs will be required to provide the contributions within four
weeks of the request.

2.33.3 The request will specify the type and detail of the information required which will
include:

(a) the progress made in implementing their Co-financing Plan, including their
contribution to the Operational Programme and regional ESF framework, and any
regional or local labour market developments that may have affected implementation;

(b) the steps taken by the CFO to ensure the quality and effectiveness of
implementation, in particular:

(i) monitoring and evaluation activities, including data collection arrangements;
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(i) a summary of any significant problems encountered in implementing the Co-
financing Plan and any measures taken to address them,;

iii) the use, if any, made of technical assistance;
(c) the measures taken to provide information on and publicise the programme;

(d) a summary and examples of the implementation of the crosscutting themes of equal
opportunities and gender equality, and sustainable development;

(e) a summary and examples of any gender specific activities, i.e. activities targeted on
women or men (e.g. training for men or women to enter non-traditional occupations);

(f) a summary and examples of any activities to increase the participation of migrants in
employment;

(g) a summary and examples of activities to increase the participation of ethnic
minorities in employment;

(h) a summary and examples of activities to strengthen the integration in employment
and social inclusion of other disadvantaged groups targeted by the Co-financing Plan;

(i) a summary and examples of innovative activities, including their themes, results,
dissemination and mainstreaming;

(j) a summary and examples of any transnational and/or inter-regional activities;

(k) where appropriate, details of complementarity with activities funded by the European
Regional Development Fund, European Agricultural Fund for Rural Development,
European Fisheries Fund, Lifelong Learning Programme, Youth in Action Programme
and Seventh Framework Programme for Research and Technological Development;

() case studies of good practice projects.

2.34 Cross cutting themes

2.34.1 There are two cross-cutting themes:

e gender equality and equal opportunities; and

e sustainable development (which incorporates environmental sustainability).

2.34.2 EU Regulations require these themes to be promoted during the various stages
of the implementation of the programme (see Section 2.2 — ESF and the Regulatory
basis). The cross-cutting themes, and the CFOs role in promoting them, will be
evaluated during the life of the programme. Their implementation is also covered by
monitoring and audit activities.

2.34.3 All CFOs and their providers are expected to comply with relevant legislation.
Cross-cutting themes are promoted through the dual approach of:

e mainstreaming the themes into the delivery of all projects; and

e supporting specific actions (for example, activities aimed to improve women’s
participation, or to provide training in environmental management).

2.34.4 CFO plans need to demonstrate:

e how they actively promote equal opportunities and gender equality and build them
into implementation arrangements;

e how they build sustainable development (including environmental sustainability) into
implementation arrangements;
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2.34.5 The guidance below is generic to all CFOs. CFOs should apply the guidance in
the context of their own organisation’s equal opportunities and sustainable development
policies. The Managing Authority has agreed with DWP and the Skills Funding Agency
how this guidance will be applied by their CFOs. Other CFOs will be expected to meet
comparable standards.

Gender Equality and Equal Opportunities

2.34.6 CFOs must ensure that they and their providers take appropriate steps to
actively promote equal opportunities in line with their public duty under domestic
legislation as well as prevent any discrimination based on sex, racial or ethnic origin,
religion or belief, disability, age or sexual orientation during the various stages of
implementation, especially in the access of participants to projects. In particular, they
must take account of accessibility for disabled people. Providers must ensure their sub-
contractors also take appropriate steps to promote equal opportunities and prevent
discrimination.

2.34.7 CFOs will use their procurement process and contract management
arrangements to help ensure that equal opportunities and gender equality are
integrated into the services provided by the providers they contract with.

The procurement process should enable providers to demonstrate their understanding
and experience of addressing the needs of the target groups set out in the specification.
It must also ensure that providers have a written equal opportunities policy and
implementation plan for that policy as well as comply with the relevant legislation on
equal opportunities.

2.34.8 The contract management process must monitor equal opportunities and gender
equality. Reviews by CFOs to monitor the performance of projects must include equal
opportunities and gender equality. The Managing Authority will examine progress in
implementing the cross-cutting themes (including the targets on the participation of
women, ethnic minorities, disabled people and older people) when it holds its reviews
with CFOs. CFOs will be expected to explain action taken to address any under-
performance. The Managing Authority may request case studies and examples of good
practice (for publicity purposes).

2.34.9 The Equal Opportunities Sub Committee will set up a reporting process which
will require each CFO to provide an annual written report on the progress it is making in
mainstreaming equal opportunities in terms of: specific actions supported; the
integration of the theme within projects; and progress towards targets. In addition,
CFOs will be required to comment specifically on access to the programme by people
who are disabled. This reporting process is required to inform the annual
mainstreaming progress report to be produced by the Managing Authority and
considered by the sub committee. The Managing Authority will align the reporting
process with its request for contributions to the annual implementation report in March
each year (section 4.14). The CFO reports should also inform the CFO review process
referred to in the paragraph above.

Sustainable Development

2.34.10 CFO procurement and contract management processes will promote a
developmental approach to sustainable development, which adds value to EU and
national sustainable development strategies. CFOs will encourage providers to take
sustainable development into account in their delivery including taking appropriate
action to reduce or mitigate the environmental impact of projects.
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2.34.11 The developmental approach will require providers who do not already have a
sustainable development policy and implementation plan covering environmental
sustainability to prepare an appropriate policy and implementation plan within the first
year of delivering their project. The policy statement should at least cover issues such
as:

e how the provider complies with relevant environmental legislation (for example,
Waste Electrical and Electronic Equipment Regulations);

e how the provider will reduce waste and energy consumption;
e how the provider will promote recycling

e a commitment to at least explore ways of minimising private transport use and
promote public transport usage.

2.34.12 If the provider already has a sustainable development policy and plan which
incorporates the above and will cover ESF activity, then it need not produce an
additional policy statement and plan. The CFO should decide whether there are any
shortcomings in the provider’s existing policy and plan in terms of the minimum
standards described above. If there are any shortcomings, the CFO will require the
provider to ensure that these are addressed within the first year of delivery.

2.34.13 CFOs should monitor sustainable development including environmental
sustainability during the normal contract management process.

The Managing Authority will recognise good practice through its national ESF
sustainable development award scheme. Further guidance and training on Sustainable
Development will be developed by the Managing Authority. .

2.35 Complementarity with other EU-funded programmes

2.35.1 Where appropriate ESF activities may complement activities financed through
other EU programmes. However, ESF activities must not duplicate activities financed
by other EU programmes, and must not support activities which would otherwise be
financed by other EU programmes.

European Regional Development Fund Programmes

2.35.2 ESF skills and employment actions may complement European Regional
Development Fund (ERDF) activity as identified in regional ESF frameworks. As
indicated in paragraph 4.8.5, the Operational Programme is not expected to finance
activities that fall within the scope of ERDF.

Rural Development and Fisheries Programmes

2.35.3 The Operational Programme contains the following demarcation criteria with the
European Agricultural Fund for Rural Development and the European Fisheries Fund.
ESF funding is not available for interventions that target enterprises engaged in
agriculture, forestry or fisheries, or enterprises engaged in the primary processing of
agricultural, forestry or fisheries products. ESF cannot fund activities which support
agri-food schemes or the primary processing of agricultural and/or forestry products.
ESF cannot support specific vocational training for individuals employed in enterprises
engaged in these activities. However, ESF can support basic skills and other generic
training for individuals employed in enterprises engaged in these activities. These
principles also apply to the European Fisheries Fund in respect of fish and shellfish
products and processing.
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European Investment Bank and European Investment Fund

2.35.4 There are no plans to use European Investment Bank or European Investment
Fund initiatives such as JEREMIE and JESSICA. Any queries about these initiatives
should be referred to the Managing Authority.

Lifelong Learning and Youth in Action Programmes

2.35.5 ESF cannot support activities, including transnational and inter-regional activities
that are being financed through the Lifelong Learning and Youth in Action programmes.

Seventh Framework Programme for Research and Technological Development

2.35.6 In the Convergence Obijective, ESF can support the development of human
potential in research and innovation. Priority 5 includes research activities that support
training of researchers and post-graduate studies, where related to the knowledge
economy, labour market and human capital. These research activities must be linked
to employment and skills needs now and in the future. They should complement but
not duplicate any research projects in Cornwall and the Isles of Scilly funded by the
Seventh Framework Programme for Research and Development.

2.36 Social partner joint actions in the Convergence objective

2.36.1 As required by the ESF Regulation, an appropriate amount of the ESF
Convergence allocation will be available for social partner capacity-building activities,
which can include training, networking measures, strengthening the social dialogue and
activities jointly undertaken by the social partners. It is envisaged that this amount will
be 2% of the ESF resources for Priority 5. This will enable social partners to contribute
to the delivery of Convergence ESF activities and outcomes.

2.36.2 Joint actions with the social partners, particularly employers’ organisations and
trade unions, will be encouraged to ensure that this is achieved. These are likely to
include activities to provide better access to training and development in the local
workforce, and the support and development of social enterprises. These activities will
be delivered through Co-financing as specific tender specifications. Further information
is set out in the Cornwall and Isles of Scilly ESF Framework and activities will be
detailed in the LSC CFO Plan, including any differentiation of capacity building and joint
activities.
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Annex 1

Region
Cornwall
Cornwall

East of England
East of England
East of England
East of England
East of England
East Midlands
East Midlands
East Midlands
London

London

London

London

North East
North East
North East
North West
North West
South East
South East
South East
South West
South West
West Midlands
West Midlands
Yorkshire & Humber
Yorkshire & Humber
All regions
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CFOs selected to operate in 2007-2013

Name of Co-financing Organisations
DWP

Cornwall Skills Funding Agency
Bedfordshire County Council

DWP

East of England Development Agency
Skills Funding Agency

Luton Borough Council

DWP

Skills Funding Agency

Local Authorities in the East Midlands Consortium
DWP

Skills Funding Agency

London Councils

London Development Agency

DWP

Skills Funding Agency

Newcastle City Council

DWP

Skills Funding Agency

DWP

Skills Funding Agency

South East of England Development Agency (SEEDA)

DWP

Skills Funding Agency

DWP

Skills Funding Agency

DWP

Skills Funding Agency

National Offender Management Services (NOMS)
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Annex 2 Format and content of CFO plans

Section

Content

How the plan will
contribute to the
implementation of
the Operational
Programme and
the regional ESF
framework

e Describe which elements of the framework the CFO will
deliver
e For each Periority, set out
o Activities to be supported
o Target groups
o Geographical targeting e.g. Local Area Agreements,
cities strategy
e For each Priority, set out
o Quantified outputs (as per OP categories)
o Quantified results (as per OP categories)
o Contribution to other regional targets
How will activity complement other CFO provision.

Funding and added
value

e Show ESF funding by Priority and year
e Show match funding by Priority and year
o Which domestic budgets will be used
o How will ESF and match funded activity complement
each other and contribute to Priority activities
e Provide a breakdown of planned administrative costs
Describe the added value of ESF

Project selection
and tendering
arrangements

Describe the methods of tendering to be used
How will procurement comply with national legislation

Provider funding
and monitoring

Cross cutting
themes

Describe how contract costs will be formulated
Payment arrangements for providers
e Any plans to reimburse project providers using actual costs
(in exceptional circumstances)
¢ Arrangements for monitoring ESF providers covering:
o Project delivery and outcomes
o Quality standards including how ALI recommendations
will be addressed
o Financial performance
o Audit
Provision of management information
Reporting performance to the regional ESF committee
How will the CFO promote equality and diversity and build
equal opportunity into implementation

How will the CFO support approaches to sustainable
development, including environmental sustainability

Implementation

Key milestones for the first year of the plan (milestones would
be reviewed annually):
o Contracting with providers
o Participant starts
o Progress towards results targets

Finance and
targets

Annexed to the plan should be the agreed ESF and matched
funding by year and the agreed output and results targets
(for joint CFO plans, separate annexes for each CFO)
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Annex 3 Conditions and requirements for ESF open and
competitive tendering

Advertising

When advertising for tenders, CFOs should use a wide range of media to make sure
you reach the target audience. CFOs should consider using:

e CFO websites;

e |ocal press;

e mailing lists;

e contact with representative groups; and
¢ public meetings.

Where provision might be carried out by small third sector organisations, efforts should
be made at the outset to identify through regional partners which local groups exist and
should be advised.

It must be made clear if the final range of activities and the amount of ESF funding
available is to be confirmed by the Regional Committee.

Tender documents must clearly state that activities to be supported will be pat-financed
by ESF

Activities

The activities for which provider proposals are being sought should be consistent with
the ESF Operational programme, the ESF framework and the Co-financing Plan.
Appraisal and selection criteria

The published criteria for selecting providers must be objective. Where national funding
rates will apply for a particular activity, the tender documents must say so. Documents
must also state what criteria for selection will be used. The criteria should not be set so
that new providers will be excluded.

There should be a clear statement of what support and advice will be available to help
potential providers to submit proposals.

The published appraisal and selection criteria must be used in the selection process. It
is not legitimate to introduce additional criteria after publication of the invitation for
proposals.

The appraisal and selection process must be open to independent scrutiny. CFOs must
keep supporting records and documents and make them available for audit purposes.

Timetable

There should be a clear timetable for receiving provider proposals and selecting
providers. At least 20 days should be allowed between publishing the call for proposals
and the deadline for their return.

Publishing results

CFO must publicise the providers they have selected and the activities they will carry
out. Details should be placed on their websites and also be made available to all
organisations that submitted proposals. Under the ESF publicity regulations, details
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should be provided of all providers delivering a project, including those wholly funded
through domestic funds.

Feedback

To comply with procurement requirements all organisations that apply should be offered
feedback on their proposals.
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Annex 4 CORE PARTICIPANT MI REQUIREMENT
(ESF and MATCH)
Identification data

- Priority Project Number
- Transfer Date
NOTE: Characteristics such as Region, Objective and Priority can be derived from the above project number.

Individual participant details

All starters

Variable Descriptors Definition

Gender Male/Female The gender of the participant

Age Date of Birth The full date of birth of the participant

Identifier Participant identifier The unique number by which the CFO identifies an individual participant. May be
required for follow up surveys.’

Location Postcode The full postcode of the address that the participant resides at

Participation Start date The date that the participant started on the ESF project.?

' For DWP, this is the 12 digit numeric client reference no. For LSC, this is the provider code followed by the client number.
A MI participant record is required for each participation in the programme by an individual.
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Variable

Descriptors

Definition

Status °

Employed

Participants who are in paid employment on the day they commence an ESF project.
The participant must work 8 hours or more per week.

This includes :

¢ Employees (people who work for a company and have their National Insurance
paid directly from their wages) and

Self-employed (people who work for themselves and generally pay their National
Insurance themselves).

Unemployed

Participants who are without a job and available to start work and looking for work, or

waiting to start a job that has already been obtained, as at the date they started on the
ESF project. This includes people who are working fewer than 16 hours a week

but who are signing on and report their earnings to Jobcentre Plus.

Economically inactive

Participants who are not employed, but who do not satisfy the ILO criteria for
unemployment. This is because they are either not seeking work or are unavailable to
start work.

Full time education or training

A participant who satisfies one of the following criteria but is not a 14-19 NEET:

¢ Full-time education either in a school, A FE Institution or a HE institution

¢ In full-time Work-based learning (including apprenticeships, Entry to
Employment and NVQ learning

Other education or training (including independent colleges or training centres or
receiving training or part-time education but not currently employed)

? The values for ‘status’ are mutually exclusive i.e. a participant can only belong to one of these categories not more than one.
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Variable

Descriptors

Definition

14 -19 NEET

Participants aged 14-19 who on joining an ESF project who are not in:

e Full-time education either in a school, A FE Institution or a HE institution or

o Work-based learning (including apprenticeships, Entry to Employment and
NVQ learning or

e Other education or training (including independent colleges or training centres
or receiving training or part-time education but not currently employed) or

e Employment
And

Participants aged 14 and 15 who are at risk of becoming NEET when they leave
school, for example those identified by the Connexions Service as needing ‘support’ or
‘intensive support’. *

If unemployed

Length of unemployment on
starting

< 6 months

6 — 11 months
12 — 23 months
24 — 35 months

36 + months

Only for those whose status is Unemployed. Set to zero for participants who are not
unemployed.

Information on length of unemployment to be provided using bandings provided (i.e.
less than six months; 6-11 months etc).

* Young people in part-time learning (less than 16 hours) are included in ‘full-time education and training’ and are not counted as NEET.
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Variable

Descriptors

Definition

Ethnicity °

White
1) British
2) Irish
3) Other

Mixed

4) White and Black Caribbean
5) White and Black African
6) White and Asian

7) Other mixed background

Asian or Asian British

8) Indian

9) Pakistani

10) Bangladeshi

11) Other Asian background

Black or Black British

12) Caribbean

13) African

14) Other Black background

> One only of the 17 ethnicity options to be used for each participant.
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Variable

Descriptors

Definition

Chinese or other ethnic
group
15) Chinese

16) Any other ethnic group

Prefer not to say
17) Not stated

Disability

Disabled/with health conditions
(Yes/No)

Participants who on joining an ESF project report having a:

¢ Work-limiting disability or learning difficulty (which includes long term health
problems); or

e A current disability covered by the Disability Discrimination Act (DDA).

A ‘work-limiting disability’ is a long-term health problem disability or learning difficulty
that affects the amount or type of work a person can do.

The DDA defines disability as a ‘physical or mental impairment which has a substantial
and long-term adverse effect on a person’s ability to carry out normal day-to-day
activities. To count as disabling under this definition an impairment must be physical or
mental, have a substantial adverse effect on day to day activities and be long-term.

When this variable is set to ‘yes’ this indicates that the participant has either indicated
that they have a disability or suffer from a health condition or have a disability and also
suffer from a health condition.

When set to ‘no’ this indicates that a participant has indicated that they do not have a
disability and do not suffer from a health condition
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Variable

Descriptors

Definition

Highest level of
qualification held °

None

Participants who do not have a QCA defined relevant qualification at any level.

Below Level 1

Participants who on starting ESF do not have a relevant full qualification at level 1 or
above (as defined in the QCA National Qualifications Framework).

Level 1 or equivalent

Participants who on starting ESF have a relevant full qualification at level 1 or the
equivalent

Level 2 or equivalent

Participants who on starting ESF have a relevant full qualification at level 2 or the
equivalent

Level 3 or equivalent

Participants who on starting ESF have a relevant full qualification at level 3 or the
equivalent

Level 4 or equivalent

Participants who on starting ESF have a relevant full qualification at level 4 or the
equivalent

Level 5 or higher or equivalent

Participants who on starting ESF have a relevant full qualification at level 5 or the
equivalent

Not known

This value indicates that it is not known which relevant qualifications the participant
does or does not hold.

(N.B ‘Relevant’ means a qualification relevant to the sector in which a participant is
working or seeking to work. For example, a participant may have academic
qualifications at level 2 but these may not be relevant to the sector or occupation. Or a
participant may have a level 2 vocational qualification which relates to an old or
declining industry, and is not relevant to their current sector or organisation).

® These values are mutually exclusive i.e. it is only the highest level relevant qualification for a participant that is recorded.
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Priority 1 and Priority 4 leavers

Variable Descriptors Definition
Leaving status ’ Employed Participants who are in employment within 13 weeks of leaving an ESF project in a job
that lasts for 8 hours or more per week.
This includes employees and self-employed people.
Unemployed Participants who on leaving the ESF project are unemployed.

Economically inactive

Participants who on leaving the ESF project are economically inactive

Into education or training

Participants who on leaving the ESF project are in education or training

14 — 19 NEET

Participants who are classified as '14-19 NEET’ on leaving the ESF project

Qualifications Gained no qualification
gained 8

Participants who did not acquire any relevant new qualifications after participating in
the ESF project

Gained basics skills
qualifications

A participant who gained a Skills for Life entry level, level 1 or level 2 qualification in
literacy or numeracy or language (e.g. ESOL) or ICT, as a result of the ESF project
(even if the qualification is awarded after the participant has left the project).

Gained Level 1

A participant who acquired a relevant level 1 qualification as a result of participating in
the ESF project.

Gained Level 2

A participant who acquired a relevant level 2 qualification as a result of participating in

7 The values for ‘leaving status’ are mutually exclusive i.e. a participant can only belong to one category.
¥ These values are not mutually exclusive. Any qualification that a participant has acquired must be recorded i.e. a participant may acquire one or more qualifications.
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Variable

Descriptors

Definition

the ESF project

Gained Level 3

A participant who acquired a relevant level 3 qualification as a result of participating in
the ESF project

Gained Level 4

A participant who acquired a relevant level 4 qualification as a result of participating in
the ESF project

Gained Level 5 or higher

A participant who acquired a relevant level 5 qualification as a result of participating in
the ESF project.

Priority 2 and 5 leavers

Variable

Descriptors

Definition

Leaving status

Into education or training
(Yes/No)

Participants who on leaving the ESF project are in education or training

Qualifications
gained °

Gained no qualification

A participant, who did not acquire any relevant new qualifications after participating in
the ESF project

Gained basic skills
qualifications

A participant who acquired a Skills for Life qualification as a result of participating in
the ESF project

Gained Level 1

A participant who acquired a relevant level 1 qualification as a result of participating in
the ESF project

Gained units or modules of

A participant who gains at least one unit or module of a level 2 qualification, but not a

? These values are not mutually exclusive. Any qualification that a participant has acquired must be recorded i.e. a participant may acquire one or more qualifications.
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Variable

Descriptors

Definition

level 2 qualifications

full level 2 qualification as a result of participating in an ESF project

Gained Level 2

A participant who acquired a relevant level 2 qualification as a result of participating in
the ESF project

Gained units or modules of
level 3 qualifications

A participant who gains at least one unit or module of a level 3 qualification, but not a
full level 3 qualification as a result of participating in an ESF project

Gained Level 3

.A participant who acquired a relevant level 3 qualification as a result of participating in
the ESF project

Gained units or modules of
level 4 qualifications

A participant who gains at least one unit or module of a level 4 qualification, but not a
full level 4 qualification as a result of participating in an ESF project.

Gained Level 4

A participant who acquired a relevant level 4 qualification as a result of participating in
the ESF project

Gained Level 5 or higher

A participant who acquired a relevant level 5 qualification as a result of participating in
the ESF project.
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Annex 5 Variation to CFO Plan 2007-2013

European Social Fund England and Gibraltar convergence,
competitiveness and employment programme 2007-2013

Variation to CFO Plan 2007-2013

Region

Objective Regional competitiveness & employment / convergence*

* Delete as appropriate
Name of CFO and Agreement Number

Section Content

1.  Details of proposed
changes to the CFO
plan.

2. How will the Enter details of changes to associated output and
amended CFO plan | results targets in Annex 1 and 2 respectively.
affect the CFO’s

contribution to the
Regional ESF If the unit costs for output and results targets are

Framework. significantly (+-10%) different from the unit costs
in the original plan, then an explanation of the
reasons should be given so that the revised plan
will continue to give value for money.
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3. Will activity in the
plan continue to
complement other
activity.

Provide brief details of how the plan will now
complement

e Activities set out in the original CFO plan

e Other activities supported by other funding
streams

4. Match funding

If the sources of additional match funding are
different from those set out in the original CFO
plan, give details of the budget(s) and respective
amount(s).
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Declaration

| confirm that this Co-Financing Organisation intends to deliver the activities
set out above.

Signature

Name

Official Position

Date

When you have completed this form you should send it to the ESF Managing
Authority, or in London to the London Intermediate Body.

The action taken by the MA/IB on receipt of the requested variation will
depend on what is being changed. Either the changes will be actioned
immediately and a written confirmation will follow, or we will send you a
variation to contract/MOU to sign and return.

To be signed by the ESF Managing Authority or, in London, by the London
Intermediate Body.

| confirm that the proposed variations detailed above are agreed.

Signature

Name

Date
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