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Discharge for 2014 budget – European
Commission and executive agencies
On 28 April 2016, the European Parliament (EP) will decide whether to grant discharge for the 2014
financial year to the different institutions and bodies of the European Union (EU). The debate will
open with the report covering the European Commission (plus six executive agencies) which
manages the biggest share of the EU general budget. Separate discharge is granted to the
Commission concerning the management of the European Development Funds (EDFs), because this
fund is not part of the general budget of the EU but based on intergovernmental agreement. The
Committee on Budgetary Control (CONT) recommends to plenary to grant the Commission and all
six executive agencies discharge for 2014, and also to grant discharge in respect of the
implementation of the operations of the 8th, 9th, 10th and 11th EDFs in that year.

Discharge procedure
The Council and the European Parliament (EP) form the two arms of the budgetary authority. On the one
hand, they jointly approve the yearly budget of the European Union (EU). On the other, they confirm that it
has been implemented according to the rules. It is up to the Parliament to grant, postpone or refuse to agree
the discharge, on a recommendation of the Council.
Other institutions are also involved in budgetary issues. The European Commission prepares the draft
budget and is ultimately responsible for the correct implementation of its final, adopted version. The
European Court of Auditors (ECA) acts as the independent reviewer of all the European Union's accounts.
Every year, the ECA prepares an annual report on the implementation of the budget, a key element in the
discharge procedure.

The Court of Auditors' 2014 annual report
In 2014, spending totalled €142.5 billion (almost €245 for every citizen) while revenue corresponded to
€143.9 billion. Total EU expenditure represented nearly 2% of total general government spending of
EU Member States.
The ECA declared the EU accounts reliable. According to the ECA, revenue for the year ended 31 December
2014 are legal and regular in all material respects. However, expenditure recorded in 2014 under headings 1
to 4 of the multi-annual financial framework (MFF) – covering operational spending – is materially affected
by error, the ECA found. The estimated level of error for payments underlying the accounts is 4.4%. This is
above the 2% threshold beyond which error is judged 'material'.
The ECA found a clear relationship between expenditure types and error rates: for cost-reimbursement
schemes, the estimated level of error is 5.5%, whereas it is only 2.7% for entitlement programmes under
which payments are made once conditions are met, rather than simply to reimburse costs.
The overall estimated level of error would have been 5.5% without corrective action by authorities in the
Member States and by the Commission, however such corrective measures have to be further reinforced.
The ECA invites the Commission to take measures to deal with the persistent problem of very high levels of
amounts to be paid in the current and future years. It also points out the lack of alignment between the ten-
year Europe 2020 strategy and the EU's seven-year budgetary cycles. Member States give inadequate
attention to Europe 2020 achievements in partnership agreements and programmes, and both issues limit
the Commission's ability to monitor and report on performance and the contribution of the EU budget to
Europe 2020, the ECA writes.
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In Chapters 3 (Getting results from the EU budget), 6 (Economic, social and territorial cohesion), and 7
(Natural resources), the ECA evaluated, by means of a pilot exercise and on top of the standard assessment
of compliance, the achievement by 186 completed projects of their intended objectives.
The expenditure of the European Development Funds (EDFs) amounted to more than €3.5 billion of
payments in 2014. The ECA writes in its report that the revenue of the EDFs was free from material error,
while EDF payment transactions were affected by material error at a rate of 3.8%.

The Council recommendations
The Council recommended the EP give discharge for 2014 to the Commission and also to all six executive
agencies. The Council recommendations welcomed the ECA's change in the structure of its annual report to
follow the MFF headings. The Council regretted the level of error reported by the ECA, took note of the
update of the ECA's methodology – which now quantifies serious infringements of public procurement rules
– and welcomed the focus on performance and delivery of results from the EU budget. The Council invited
the ECA to provide performance information in all other spending areas, and agreed that progress needs to
be made to achieve a more results-oriented EU budget which would be based on effective performance
monitoring, measuring and reporting.
A joint statement by Sweden and the United Kingdom on the 2014 discharge was attached to the Council
recommendations. Both countries regretted that the overall error rate for expenditure is again well above
the threshold and would like to see the Commission and the ECA cooperate in identifying targets for
EU programmes. In their view, more than €14 billion in unutilised funds remains locked within financial
instruments, which could be used for more urgent needs and priorities.

The CONT position
The CONT Committee adopted its report (rapporteur: Martina Dlabajová, ALDE, Czech Republic) that
proposes to grant discharge to the Commission and to the executive agencies: Education, Audiovisual and
Culture Executive Agency; Executive Agency for Small and Medium-sized Enterprises; Consumers, Health and
Food Executive Agency; Innovation and Networks Executive Agency; Research Executive Agency and
European Research Council Executive Agency. The report contains more than 400 observations.
CONT Members call for a balanced approach between traditional methods and a strengthened focus on
performance and results. The EU budget should focus on whether the programmes and projects matched
the intended objectives and the Commission should verify more frequently areas and recipients with high
risk of errors, should focus on ex-ante controls, collaborate with the Member States to correct errors before
declaring expenditure, and introduce more transparency and flexibility in spending. This would enable more
unused appropriations to be used for new priorities or programmes.
Members decided to indicate clearly the Member States in which expenditure of EU funds is at risk or
unwarranted according to the findings of auditing authorities. Problems concern in particular allocations
from the European Regional Development Fund, Cohesion Fund and European Social Fund, and
non-compliance with the rules on public procurement. MEPs also ask the Commission to come up with
proposals on how to substantially improve financial management at the Member State level.
All institutions involved in the discharge procedure mention performance-based budgeting as the path to
follow. A more 'results-oriented' approach would allow the EU to better meet the objectives agreed and to
swiftly tackle newly emerging challenges.
A separate CONT report (rapporteur: Claudia Schmidt, EPP, Austria) proposes to grant discharge in respect of
the implementation of the budget for the 8th, 9th, 10th and 11th EDFs in 2014, even though the material
error that affects expenditure increased for the second time in a row. Members call upon the ECA to include,
in its next annual report, a review of the follow-up to the EP's recommendations.
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