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SUGGESTIONS

The Committee on Agriculture and Rural Development calls on the Committee on Budgetary
Control, as the committee responsible, to incorporate the following suggestions into its
motion for a resolution:

1. Notes that the 2.9% error rate established by the European Court of Auditors for
'Natural Resources' for 2015 - in 2014 it was 3.6% - continues to decline and is the
lowest rate for any of the policies under shared management; notes that the estimated
error rate is marginally above the 2% materiality threshold; points out that the corrective
capacity from financial corrections and recoveries significantly reduces the remaining
risk to the EU budget; points out that problems are administrative in nature, in many
instances, and hence the error rate should not be taken as a yardstick for fraud,
inefficiency or waste;

2. Points out that DG AGRI did a considerable amount of work in 2015 to ensure that
Member State authorities were increasingly able to prevent errors in agricultural
spending and implement their rural development programmes; congratulates DG AGRI
for the positive impact apparent in the 2015 European Court of Auditors Annual Report
and believes its actions should provide a good foundation for the key years in the 2014-
2020 spending period;

3. Notes that within the Common Agricultural Policy (CAP) there are two very different
but complementary policies with divergent error rates: for the first pillar EAGF: 2.2%
and for the second pillar EAFRD: 5.3%, with acknowledgement from the Court of the
decreasing error rate in rural development over time; notes also the Court´s remark that
Member States did not sufficiently take EU priorities into account1, and considers that
the difference is accounted for by the fact that the two CAP pillars differ in structure,
design, scale and objectives; notes that the bureaucratic burden in respect of funding
under the second pillar is contributing to the increase in the number of errors and
stresses the need to continue simplifying EAFRD funding procedures; welcomes the
fact that direct payments were predominantly regular;

4. Asks the European Court of Auditors to continue to provide separate assessments for
the EAGF, the EAFRD and Heading 2, also beyond the next financial year, as separate
assessments allow for targeted action for improvement of the considerably different
error rates;

5. Stresses that there is a significant difference in types of error, i.e. the distinction
between negligence and large errors; notes that most of the quantifiable errors involve
overstating of eligible areas and that, overall, they account for 0.7 % of the estimated
aggregate error rate while there are only isolated instances of shortcomings on the part
of national administrations or of infringements by them; points out furthermore that, in
many instances, there has not been an investment failure, but, rather, there has been
expenditure on projects, beneficiaries or costs that were ineligible for assistance e.g.
because the public procurement procedure was not followed;

1 Annual Report of the ECA 2015 para 7.76
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6. Highlights the importance of reaffirming the legitimacy of the CAP as one of the
principal tools for EU action aimed at the retention and creation of employment and
competitiveness in rural areas; calls for a clearer distinction to be made between
different types of errors, as some errors detected do not have any negative financial
implications, e.g. incorrect declarations of area resulting from overuse: asks that these
errors are classified in four categories: 1. errors with no negative financial implications,
2. negligence, 3. gross negligence, 4. fraud; takes the view that the Commission should
require Member State action plans to include remedial action to deal with the most
frequent causes of error, revise its own strategy for rural development conformity
audits, and ensure the correct application of assurance procedure on legality and
regularity of transactions; encourages the use of simplified cost options such as standard
unit costs where appropriate in rural development programmes, in order to further
reduce the error rate, decrease the administrative burden and incentivise
entrepreneurship;

7. Welcomes the publication of DG AGRI’s 2015 activity report, which clearly shows the
contribution made by the CAP to the competitiveness of European farming in general,
the agri-food sector and the strengthening of rural areas; calls, therefore, for the CAP to
be placed on a sound financial footing in the future, so that it can continue to work
towards the objectives enshrined in the Treaties while also making its own contribution
to conserving the environment and coping with climate change; acknowledges that, with
the Annual Activity Report 2015, Member States have sufficient information to detect
and correct errors before declaring the expenditure to the Commission; welcomes the
inclusion of a wider range of indicators in its annual activity report to demonstrate
trends in the policy area over time and encourages the Commission to continue this
practice to better inform the co-legislators and the Court on development of the sector,
its impact and wider context;

8. Stresses that the reliability of the error rate for CAP direct payments and rural
development programmes as reported by Member States can be further improved by
specific action plans where necessary, and by the Member States’ use of the available
information to detect and correct errors before declaring the expenditure to the
Commission, which could lead to a lower error rate as a result of early detection;
stresses that Member States should forward reports in a timely manner;

9. Stresses the importance of the possibility of paying advances before 16 October and
also after the year 2017, especially concerning area-based payments to areas facing
natural or other specific concerns while bearing in mind the economic situation of the
farmers and two derogations made to Article 75 of Regulation (EU) No 1306/2013
concerning the years 2015 and 2016;

10. Notes that the error rates detected by the Court, with a small sample of payments tested
(180), is now very close to that estimated by the Commission from its examination of
thousands of on-the-spot checks, and considers that further significant reduction in error
rates could only be achieved at a disproportionate cost in view of the measures which
have already been put in place in recent years particularly in the Common Monitoring
and Evaluation Framework and financial corrections to protect the EU budget in this
policy area;
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11. Urges both the Commission and Member State authorities to continue to address and
reduce the complexities in relation to direct payments, wherever possible, and in
particular if there are many different levels involved in the administration of EAGF and
rural development funds within Member States;

12. Acknowledges the increasing level of suspension and interruption of payments by the
Commission, which ensures that corrective actions are systematically carried out in
cases where deficiencies are identified;

13. Acknowledges the fact that the school fruit and school milk schemes create a single,
more user-friendly scheme than in the past, which improves its acceptance and
implementation; stresses the need to tailor small-scale programmes to local
characteristics; welcomes in this regard the Commission’s immediate simplification
initiative in proposing a revision with the aim of reducing the red tape;

14. Points out that small-scale programmes arouse less interest and/or show persistently
high error rates because of their rigidity; suggests that the Commission, therefore,
review and simplify such programmes with the aim of reducing the red tape associated
with them, which would serve both to make them more attractive and to reduce error
rates;

15. Calls for small-scale programmes to be transferred to the second CAP pillar;

16. Welcomes a new generation of additional financial instruments, believes that they must
be designed with clearer objectives and a sufficient degree of scrutiny at the end of the
period of implementation to demonstrate their impact and ensure that they do not result
in an increased error rate;

17. Calls, in relation to national payment agencies in the Member States that have fallen
short of expectations in the past three years, for EU officials who are already in post
rather than nationals of the Member State concerned, to be responsible in those payment
agencies;

18. Draws attention to the multi-annuality of the agricultural policy management system
and emphasises that the final evaluation of irregularities related to the implementation
of the directive will be possible only at the end of the programming period;

19. Welcomes the new rules for the planning period 2014-2020, including measures such as
the designation of audit and certifying authorities, the accreditation of audit authorities,
financial analysis and the recognition of accounts, financial corrections and net financial
corrections, proportional control, ex ante conditionalities that aim to further contribute
to the reduction of the level of error; welcomes also the definition of serious
deficiencies and the anticipated increased level of corrections for repeated deficiencies;

20. Welcomes the Commission’s new approach to error rate analysis; notes the new
procedure applied for the first time in 2016, for prior checks at farm level,
notwithstanding specific national rules, while retaining the method for dealing with
minor errors; notes however, whilst safeguarding intended policy objectives, the need
for further simplification due to the great complexity of the conditions; stresses that
more proportionality is needed for the penalty system as the detection of minor errors
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should not necessarily result in the suspension of payments;

21. Welcomes the updating of the Land Parcel Identification System (LPIS), which makes it
possible to record areas more precisely, as recording is a major source of error; asks the
Commission and Member States to deal with the backlog in land registration in some
Member States, which is liable to affect future funding and to ensure reliable and up-to-
date information and images in the LPIS to reduce the risk of errors associated with
overstated eligible land; acknowledges that by applying a more frequently updated
control system in all Member States, error rates in the medium term will fall, because of
greater data reliability, as confirmed by the European Court of Auditors, and that in the
long term, with better use of free satellite imagery, error rates will further decrease;
points out that there are already efforts and initiatives at Member State level for further
simplification of the CAP while ensuring accuracy compatible with GPS measurements;
stresses the importance of reducing the bureaucratic burden for both the farmers and the
administration caused by a duplicated measurement of areas that have been measured
(already) earlier; notes that a better use of the integrated administrative control system
(IACS) for direct payments, comprising databases of farm holdings and aid applications
as well as LPIS, is effective in preventing and reducing error levels; notes that the
Commission is monitoring the proper use of corrective actions to tackle a few areas of
weakness, since most errors reported by the Court of Auditors have been shown to be
relatively small errors of below 5% per individual declaration of eligible areas;

22. Notes that the simplification of the CAP should not put viable food production at risk
and calls for measures to shift towards a low-carbon economy in the agri-food and
forestry sectors;

23. Notes that 2015 is the first year being audited in which greening measures were fully
mandatory, which led to an anticipated increase in the error rate.
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