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1. Introduction

This meeting is a continuation of the dialogue with budgetary control committees in national 
parliaments which was initiated on 9-10 October last year. During that meeting several 
national parliamentarians expressed a wish to have further possibilities to discuss matters of 
common interest. 

Compared to last year's meeting this meeting is innovative in as far as it includes an exchange 
of views with the two main structural funds Commissioners: Mrs Danuta Hübner, responsible 
Commissioner for Regional Policy, and Mr Vladimír Špidla, responsible Commissioner for 
Employment, Social Affairs and Equal Opportunities. 

The Committee on Budgetary Control found that it would be of interest for both national and 
European parliamentarians to be informed about the Commission's assessment of assurances 
gained from Member States' supervisory and control systems.

On the occasion of the meeting of 9-10 October last year Mr Mulder (rapporteur) drew up a 
comprehensive working document in which the problems: - shared management and 
somewhat ineffective control systems in some Member States - as well as Parliament's 
proposal for remedial action - national management declarations - were all thoroughly 
explained.

Your rapporteur is not going to repeat what Mr Mulder has already said in his excellent 
working document of last year. For ease of reference the document is available on-line in all 
languages1.

However, a "refresher" of the main systemic weaknesses follows.  

1.1. The starting point
Member States are in charge of the implementation of the majority of the EU budget 
(approximately 80 %), but it is the European Commission that bears ultimate responsibility 
for implementation and hence, also for control measures within Member States.

For several years the European Court of Auditors has stated that the main problems with 
regard to the legality and regularity of underlying transactions are located first and foremost at 
Member State level and to a lesser degree at Commission level.

The fact that Member States are free to organise these controls in a way that each considers 
best, given its institutional and administrative structure, results in a rather heterogeneous 
quality of Member States' control standards.

The fundamental problem is that no person within the Member State is taking overall 
responsibility for the quality of the control and supervision at national level, and that the 
information transmitted to the Commission and the Court of Auditors is not always good 
enough.

  
1 http://www.europarl.europa.eu/comparl/cont/site/auditions/joint_meeting/default_en.htm
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1.2. New instruments
On the basis of this analysis Parliament stated in its 2003 discharge resolution (rapporteur Mr 
Terry Wynn) that there was a need to enhance the Commission's insight into Member States' 
management and control systems.

This should be achieved by an ex-ante Disclosure Statement and an annual ex-post 
Declaration of Assurance. Both declarations should be signed by each Member States' highest 
political and managing authority which, as a general rule, would be the Finance Minister.

The ex-ante Disclosure Statement should confirm that the organisational structures put in 
place by the Member State comply with the requirements of Community legislation and are 
expected to be effective in managing the risk of fraud and error in underlying transactions.

The ex-post Declaration of Assurance should give assurance that the control systems have 
worked effectively during the year in question.

In discussions which have already taken place it seems that the term most often used to cover 
both the Disclosure Statement and the Declaration of Assurance is "national management 
declarations".

Parliament further found that both the Disclosure Statement as well as the Declaration of 
Assurance should be externally audited and that national audit institutions could play an 
important role in this respect. 

2. Significant events since last meeting

Given this background, important events have taken place since the last meeting in October 
2006. In what follows, your rapporteur will briefly mention these events as well as issues 
which have arisen in discussions in Committee as well as elsewhere. 

These highlights could serve as an inspiration for contributions from members of national 
parliaments at the meeting and are therefore rounded off by one or more questions which 
the national parliamentarians might wish to comment on. 

2.1. The European Court of Auditors' Annual Report 2006 - Implementation of the 
structural funds 
In its 2006 Annual Report the Court concludes that there is "high risk that declared costs of 
Structural Policies projects is misstated or ineligible for reimbursement" (paragraph 6.37.).

In order to mitigate this risk control systems in the Member States must be effective, and the 
Commission must supervise the systems effectively. 

But, the Court concludes that "the control systems in the Member States are generally 
ineffective or moderately effective" and that "the Commission maintains only moderately 
effective supervision to mitigate the risk that the control systems in the Member States fail to 
prevent reimbursement of overstated or ineligible expenditure" (paragraph 6.38.). 
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This leads to the choking conclusion that "at least 12 % of the total amount reimbursed to 
Structural Policies projects should not have been reimbursed."(paragraph 6.39.)  

• How do you assure yourselves of the effectiveness of the control systems in your 
Member State?

• How is your Committee dealing with the findings of the European Court of 
Auditors?

• Do you discuss the Court's findings with your government?
• Do you discuss the Court's audit findings with the Court?
• Do you discuss the European Court's findings with your national Court of Audit?

2.2. 4th Cohesion Report - Effectiveness of EU structural and cohesion funds
In the 4th Cohesion Report, issued in May 2007, the Commission argues that the cohesion 
policy of the Union has a large and positive impact on growth in recipient countries1

• Do you in your committee discuss whether cohesion funds are the most efficient 
instrument to reduce regional disparities?

• Do you consider that you have access to sufficient information regarding the 
monitoring and evaluation of the use of these funds?

• Did you ask your government and/or your national Court how it measures the 
impact of funds in your Member State?

2.3. National management declarations

2.3.1. Dutch EU Member State declaration 2006
Participants in last year's meeting will recall that Mr A.H.M de Jong, Director-General of the 
Ministry of Finance, The Netherlands, presented the decision by the Dutch government to 
explore the feasibility of preparing an ex-post statement of assurance on Community Funds. 

On 7th of May 2007 the Finance Minister, on behalf of the government, issued a declaration 
covering expenditures and revenues relating to the CAP and the Dutch Court of Audit later 
presented a 85 page report on the government's declaration.

In view of the above, Mrs Saskia Stuiveling, President of the Dutch Court of Audit, has been 
invited to present the Dutch Court of Audit's experiences with the government's assurance 
statement.

• Has your committee had the opportunity to discuss the Dutch Government's 
declaration and the Dutch Court of Audit's report?

• What is your overall opinion on the Dutch initiative?
• Would you be in favour of a similar initiative in your Member State?

  
1 http://ec.europa.eu/regional_policy/sources/docoffic/official/reports/cohesion4/pdf/4cr_en.pdf
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2.3.2. UK initiative: an annual consolidated statement on the UK's use of EU funds
On 20 November 2006 the Economic Secretary to the Treasury Mr Ed Balls informed the 
Chairman of the Public Accounts Committee that the UK would "undertake further reforms to 
demonstrate how EU funds can be better managed at the national level, and how national 
Parliaments can be more closely involved in scrutinising EU spending."1

In view of the above, Mr Edward Leigh, Chairman of the Committee of Public Accounts, 
House of Commons, has been invited to present the state of play in the United Kingdom as 
regards the introduction of an "annual consolidated statement on the UK's use of EU funds"

• Has your committee reflected on the UK initiative?
• Which initiatives has your committee taken in order to improve national 

accountability in the use of EU funds in your Member State?

2.3.3. Danish approach
In June 2003, The Danish National Audit Office (NAOD) took the initiative of developing a 
statement on the audit of Community funds in Denmark. The purpose of the statement is 
partly to report on the audit of the Danish EU funding accounts and partly to keep the Danish 
Public Accounts Committee informed. The statement is also sent to the European Court of 
Auditors and to the Commission for information.

Compared to the European Parliament's proposal as well as the Dutch initiative the Danish 
approach is different in as far as it is not based on a management representation2. 

• What is your opinion on the Danish approach?
• Would you consider inviting your national audit institution to take a similar 

initiative?

2.4. The 2005 discharge (rapporteur Garriga Polledo)
In the 2005 discharge resolution Parliament continued stressing the need for national 
management declarations and stated amongst other things that "each and every one of the 
Member States must fully shoulder its management responsibilities and take the appropriate 
steps to minimise the risk of errors in the underlying transactions" (paragraph 19).

• Do you in your committee discuss how your government "shoulders its management 
responsibilities"?

• Do you in your committee discuss the European Parliament's discharge 
resolutions?

2.5. Annual summaries
The interinstitutional agreement on budgetary discipline and sound financial management 
included provisions concerning effective and integrated internal control of Community funds. 
Article 53 b of the revised Financial Regulation now requires Member States to produce an 

  
1 http://www.publications.parliament.uk/pa/cm200607/cmhansrd/cm061120/wmstext/61120m0001.htm
2 The Danish Auditor General's statement is available on the Committee's homepage at
http://www.europarl.europa.eu/comparl/cont/site/calendrier/documents/september11_2007/default_en.htm
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annual summary at the appropriate national level of the available audits and declarations, for 
the first time by 15 February 2008. The legislation restricts the annual summaries to sector-
specific summaries.

• What is - according to you - the added value of the annual summaries?
• What is your government's position as regards these summaries?

2.6. The European Court of Auditors' Opinion 6/2007
In its Opinion 6/2007 on "the annual summaries of Member States, national declarations of 
Member States and audit work on EU funds of national audit bodies" the Court of Auditors 
refers to international auditing standards according to which "the external auditor wishing to 
rely on, or use, the opinion or work of others must obtain direct evidence of the sound basis of 
that work." (paragraph IX). In practice, the Court continues, "this will require cooperation 
between the Court and the national audit bodies bilaterally." (paragraph XVII).

• Would your committee invite your audit institution to consider a more structured 
cooperation with the European Court of Auditors?

3. Other issues currently under discussion

3.1. Shared management as management method
Although, under Article 274 of the Treaty, the Commission is responsible for the 
implementation of the budget, it does not itself implement a substantial part of the budget on a 
daily basis.

The fact that transactions are financed by the EU budget does not automatically imply that 
they are also implemented by EU bodies. The way in which implementation is carried out 
varies between the different management systems. "Shared management" (Article 53 of the 
Financial Regulation) is the model which handles the most money. 

All actions under the Common Agricultural Policy and all Structural measures (about 80 % of 
the budget) are implemented under "shared management". This means that implementation 
tasks are delegated to Member States and that Member States are responsible for the controls 
of funds in shared management as described and defined within the sector regulations.

The distinction between financing a Community policy and implementing the same 
Community policy and the Commission's subsequent delegation of implementation tasks to 
the Member States mean that this is a risky business for the Commission, which has ultimate 
responsibility.

A risky business since the Commission has no guarantee that the Member States fulfil their 
obligations de facto and the Commission is far from able to do an absolute check on the 
quality of the information from Member States.

In order to improve Member States' implementation the Commission issues manuals and 
guides on best practice to the national bodies. These national bodies number in the hundreds if 
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not the thousands1.

The people with responsibility for implementation in the Member States do not belong to the 
Commission's staff but to the national administration. 

• Do you consider "shared management" to be an adequate management method for 
about 80 % of the EU budget?

• Would you be in favour of more or less "shared management"?
• Which kind of management method would - according to you - be the best to ensure 

full transparency, visibility and accountability and thereby raise citizens' confidence 
in the European Union?

3.2. Accountability of national ministers
Any decision concerning the EU budget is the result of intergovernmental deals. Member 
States consider their share of the cake as a recompense for the resources they pay in and the 
consequence of this logic is that "spending" becomes an objective in itself. EU expenditure is 
in fact revenue for the Member States. 

Member States act under many different guises: they legislate, they negotiate the budget, they 
pay in to the budget, they manage the biggest part of the budget and they should also control 
the implementation of the budget. All these functions are carried out by Member States' 
representatives.

But even if the Member States play an important role in the implementation of the budget it is 
not possible to hold the Council of Ministers (ECOFIN) or its members politically 
accountable at European level. 

• Should national ministers be made accountable, at EU level, for actions or 
inactions in their capacities as members of the EU Council, and if so, how?

3.3. Tolerable risk of error
The Barroso Commission has made it a strategic objective to achieve a positive Statement of 
Assurance (DAS) during its mandate2 and has drawn up an action plan towards an Integrated 
Internal Control Framework in order to achieve this objective. One of the foreseen actions is 
to define a ‘tolerable risk of error' in the underlying transactions. 

• What is your overall opinion on the concept of 'tolerable risk of error' as regards 
the use of public money?

• Do you use this or a similar concept in your Member State in order to express the 
relationship between operational and administrative (control included) expenditure?

• Do you in your Member State have a clear picture of the cost of controls and the 
benefits of control?

  
1 Annual Report 2004 paragraph 5.10 and table 4.2
2 COM(2005)0012
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3.4. Multiannuality
The Commission argues that shortcomings identified by the Court at the level of underlying 
transactions have only a temporary impact and that the Court's Statement of Assurance does 
not take into account the multiannual nature of certain Community activities. Thus, it is 
argued that the Commission takes errors into consideration when clearing accounts in the 
EAGGF Guarantee section, when closing operational programmes in the Structural Funds, 
and when concluding audits relating to decentralised management.

The European Court of Auditors has another opinion. It stated in its 2005 Annual Report that 
these measures "cannot be regarded as mechanisms to ensure the prevention and timely 
identification and correction of errors" (Paragraph 1.64) and that financial corrections and 
recovery instruments "do not make the underlying transactions any less illegal/irregular, even 
if they may have a dissuasive effect". (Paragraph 1.65)

The Court further stated that "as the financial corrections applied result from systems 
weaknesses, they cannot directly be related to errors at the level of underlying transactions. 
The effect of imposing financial corrections is to shift the cost of the (disallowed) 
illegal/irregular transactions from the EU budget to national taxpayers". (Paragraph 1.65).

• What is your overall opinion on the adequacy of the multiannual correction 
procedures?

• Do you believe it is fair that most recoveries fall not on the final beneficiary, 
responsible for the initial error, but on the Member States' budgets and therefore 
the European taxpayers?

• What are - according to you - the consequences of the difference between the 
Commission's approach: "protection of the budget over the life of a programme" 
and the Court of Auditors' approach: "the prevention and timely identification 
and correction of errors"?

• Did your Committee discuss this problem with the responsible authorities in your 
Member State?

• Has your Committee been able to identify adequate and reliable evidence 
concerning corrections made?

• Has your Committee been able to identify indications that existing deficiencies 
have been remedied?

3.5. Financial audit and performance audit.
Following the separation of powers between legislative and governing bodies in democratic 
states the  budgetary and budgetary control authorities needs reliable - and that means 
"audited" - information as regards the question as to what extent management (government) 
has respected the political requirements defined by the budget authority and/or the legislator. 

These requirements are basically laid down in the annual budget and are complemented by 
rules (regulations, contracts, etc.) specifying in detail the spending conditions in line with the 
intended political priorities (e.g. eligible type of beneficiary, eligible type of expenditure, 
timeframe for the use of funds). 

In order to determine whether management/government has complied with the rules laid 
down by the legislator legality and regularity audits (financial audit) have to be carried out. 
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However, legality and regularity audits cannot themselves fulfill legislator's and stakeholders' 
information needs. They must also have precise and truthful information concerning 
management's performance. It is of course of vital interest to know to what extent the 
objectives were achieved in an economic, effective and efficient manner.

This information is provided by so-called performance audit.

Thus, performance audits are an important and even necessary complement to legality and 
regularity audits in as far as they contribute to the shaping of the basis for future political 
decisions; but performance audits cannot substitute legality and regularity audits.

• What is your opinion of the relation between "legality and regularity audits" and 
"performance audit?

• Can one be considered efficient if there is a high degree of "irregularity"? 
• How much irregularity can be tolerated in the name of efficiency?
• How much irregularity is admissible before there is damage done to the general 

sense of justice?
• How do you establish the benchmark beyond which control measures become a 

hindrance to efficiency?

3.6. The possible role of national audit institutions
In a system which includes national statements it seems clear that these statements should be 
externally audited. This could be a job for national audit institutions.

In the first instance, the national manager should give his own representation of the financial 
and managerial situation, and then the national audit institution could perform an external 
audit of the statements given by the national managing authority.

The incentive for Member States to invite their national audit office to do this is that the 
Member State as such has a clear interest in knowing that the information it is sending to the 
Commission and the Court of Auditors is correct.

By performing this audit the national audit institutions could provide the European 
Commission and the European Court of Auditors with qualified information needed for 
accountability, audit and control purposes at EU level.

• Can qualified information be provided if the content of the declarations and of 
their audit is not carried out according to commonly agreed standards?

• Do you see a risk of a "national conspiracy" between a national government and 
a national court of auditors against the European audit function? 

• Do you believe that there is a need for a strengthening of the European audit 
function by changing the original organizing principle of the Court from a 
predominantly political one - "one national from each Member State" - to a 
primarily professional one?
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3.7. Next meeting

• Which proposals, ideas, and suggestions would you like to discuss at a possible 
future meeting?

• Would your committee be interested in organising a possible future meeting and 
thereby contribute significantly to the creation of a parliamentary network of 
budgetary control committees?


