
WRITTEN QUESTIONS TO COMMISSIONER HÜBNER 
 
1-In its 2005 discharge report Parliament stated:  
 
Para 102. Is particularly pleased at the fact that, in connection with the European 
Transparency Initiative and pursuant to the new rules governing the Structural Funds 
for the 2007-2013 period, Member States will be required to provide information 
concerning the beneficiaries of Community funding and the Commission will be 
required to make such information public; calls on the Commission to publish all this 
information and information on beneficiaries from all other Union's policies in such a 
away that it is easily accessible, including for the wider public, and to ensure that 
information from different Member-States can be compared;  
 
a) Could the Commission inform the Committee, how far it is today with the 
publication of this information? 
 
 
For the Structural and Cohesion Funds the Commission will facilitate access to the 
information on beneficiaries by publishing the electronic addresses of the national 
websites on which the lists of beneficiaries will have to be published and be available. 
Member States are obliged to inform the Commission of the websites by June 2008. 
The Commission is to establish a special web portal giving access to the website 
addresses. The most probable date for this is the autumn of 2008. 
 
The Commission is encouraging programme managing authorities in the Member 
States to move ahead quickly with making the necessary arrangements. A note on the 
matter was presented to the Member States in the Funds Coordination Committee on 
28 November 2007. The Commission also organised a conference entitled “Telling 
the story - Communicating Cohesion Policy together” on 26-27 November at which 
there was a special workshop on the publication of information on beneficiaries and 
funded projects.  
 
 
Para 103. Notes and welcomes the fact that, pursuant to the above-mentioned new 
rules governing the Structural Funds for the 2007-2013 period, the Commission will 
not reimburse expenditure unless it has previously received a written declaration from 
an independent body certifying that national administration and control systems exist 
in conformity with Community rules1;  
 
b) Could the Commission inform the Committee if this is now the case that any 
reimbursement under the new FP is being backed by a written declaration from 
an independent body certifying the above mentioned criteria?  
 
 
Yes, the Commission can confirm that this will be the case. Before they submit the 
first interim application for payment, Member States are required by Article 71 of 
Council Regulation 1083/2006 to provide a report by an independent audit body 
setting out the results of an assessment of the systems set up and giving an opinion on 
                                                 
1  Council Regulation (EC) No 1083/2006, Article 71 (OJ L 210, 31.7.2006, p. 25).  
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their compliance with the requirements of the Community regulations. Only when the 
Commission has accepted the report and opinion can interim payments begin. The 
Commission has established detailed guidelines and a model report to be used by the 
Member States, discussed them with national audit authorities and circulated them to 
all Member States. For new programmes adopted, the Commission is now receiving 
the first "compliance assessment reports" and opinions from the responsible 
independent audit bodies.  The Structural Funds Directorates General have put in 
place procedures for the review of the reports to assess whether they can be 
considered reliable,  including detailed check lists, which will ensure systematic 
formal answers to the Member States within the regulatory two-months deadline for 
observations.  In risky cases the Commission may make an on the spot visit before 
accepting a report.  
 
Once interim payments start, each interim payment request will be certified by the 
certifying authority that the statement of expenditure is accurate, results from reliable 
accounting systems, is based on verifiable supporting documents, complies with 
applicable national and Community rules, and has been incurred in respect of 
operations selected for funding in accordance with the applicable criteria.  
 
 
Para 104. Regrets the fact that, for yet another year, the Court has detected 
shortcomings in the Member States' control systems and a significant level of errors 
which undermine the reliability of the Member States' final expenditure declarations 
(paragraphs 6.26 and 6.29 of the annual report); also regrets the fact that, according to 
the Court, the Commission does not effectively supervise the checks delegated to the 
Member States and calls upon the Commission to remedy this shortcoming as a 
matter of urgency; 
 
c) By reading the 2006 Annual report the Committee did not come to the 
conclusion, that the Commission has followed the recommendation of Para 104. 
Could the Commission please enlighten the Committee, which steps have been 
undertaken to remedy the situation? 
 
 
The Commission exercises supervision over the performance of national bodies 
mainly through its audit work, coordination activities, the dissemination of guidance 
and good practices, and financial corrections and suspensions of payments. 
 
The Commission has maintained a high level of audit work throughout 2006 and 
2007. In 2006 DG Regional Policy auditors carried out 117 and DG Employment  101 
audit missions in 27 Member States and beneficiary countries. In 2007 they are 
carrying out 96 and 81 missions respectively, alongside a considerable investment of 
resources in providing guidance and training. In terms of coverage, by the end of 2006 
the Directorates General had audited systems representing 53% and 82% of planned 
ERDF and ESF allocations respectively to EU-15 Member States and 65% and 92% 
of those to EU-10 countries. 
 
The Commission has also been active in the coordination of national audit activities 
and standards. There are annual bilateral meetings between the Commission and each 
Member State's audit bodies to review audit strategies, audit results in the previous 
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year, follow up to previous audits and identified risks. An annual general meeting is 
also held with national audit partners (the “Homologues Group”, to which Mr 
Jørgensen was invited in October 2007), and periodical ad hoc technical meetings 
with representatives from all audit authorities. Annual meetings between Commission 
services and managing authorities, for each programme, also systematically include 
points on follow up of audit results on their agenda. In addition, in 2007 the 
Directorates General for Regional Policy and Employment have made a considerable 
investment in training for newly appointed audit authorities. This will continue in 
2008.     
 
Since 2004 there has been systematic application of remedial "action plan" procedures 
to monitor the remedial actions for weaknesses in Member States' systems and ensure 
all required corrections are made. Where necessary, the Commission itself launches 
correction and suspension procedures. The Directorate General for Regional Policy is 
currently monitoring 9 action plans with Member States which are at different stages 
of completion, for example in Portugal, the Netherlands, Spain and Italy. For the ESF, 
8 action plans are being monitored by the Directorate-General for Employment in 
Germany, UK, France, Latvia, Slovakia and Slovenia. 
 
A formal suspension of ERDF payments to English programmes was launched in 
2006 and decided by the Commission in April 2007 (see answer to question 8), and a 
further four procedures to suspend ERDF payments for serious system deficiencies 
are currently in the pipeline. For ESF, payments on 12 programmes were identified as 
problematic by the authorising officer in 2007, and could lead to formal suspensions 
of payments. So far, three procedures are underway concerning two ESF programmes 
in Spain and one in the UK. 
 
 
 
Para. 106. Regrets the fact that within a small group of Member States there continue 
to be known problems which give rise to recurrent reservations and urges the 
Commission to supervise closely the action taken by the Member States' authorities, 
to ensure that such action is appropriate and to keep Parliament's competent 
committee reliably informed regarding progress made; 
 
d) Not remembering that the Parliament's competent committee has been 
reliably informed during the year regarding the progress made in this context, 
could the Commission, please, inform the Committee in preparation to the 2006 
discharge? 
 
 
In their 2006 Annual Activity Reports, the Directorates General for Regional Policy 
and Employment gave their assessments of the systems in all Member States 
including for those on which they had entered reserves in previous years, and 
explained the basis for those assessments in terms of the work done and actions taken. 
In the 2007 Annual Activity Reports more detailed information will be provided on 
the follow-up of all systems for which material deficiencies were reported in 2006. A 
summary of the work done and progress recorded by DGs  Regional Policy and 
Employment in relation to Member States' systems that were subject to reservations 
or considered to show serious deficiencies in the DGs' 2005 and 2006 Annual Activity 
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Reports is given in Annex 1.  
 
 
Para 107.  Also regrets the fact that, according to the Court, Member States have 
not correctly complied with the requirement to supply on a systematic basis the 
information which they are required to submit periodically to the Commission 
concerning cancellations and amounts recoverable (paragraph 6.36 of the annual 
report); 
 
Para 108. Calls upon the Commission to do all in its power to ensure that the 

Member Status comply correctly with the above requirement to provide 
information and not to make any payment unless the Member States' authorities 
have supplied the requisite information; 

 
e) Invites the Commission to inform the Committee about the state of play in this 
regard? Do all MS comply by now with the requirement to supply to supply the 
information concerning cancellations and amounts recovered? If not, what is the 
Commission undertaking in order to improve this situation? 
 
 
In 2006, to clarify the requirements, the Commission issued a guidance note on 
recoveries and amended Regulation 448/2001 on financial corrections with 
Regulation 1978/2006. In January 2007, it wrote to all the Member States requesting 
them to provide, as a package, information on recoveries, pending recoveries and 
withdrawals according to a standard template. In November 2007 the Commission 
published the information received from Member States, together with details of 
corrections and recoveries it had made itself (published earlier in the notes to the 
Commission’s Final Accounts), in an annex on financial corrections and recoveries to 
the 2006 Annual Report on Structural Funds. In response to the request of Parliament 
in the 2005 discharge, the report also provides definitions of terms used in relation to 
financial corrections and recoveries and an explanation of the procedures at 
Commission and Member State level. The Commission is currently taking action to 
ensure that Member States supply missing information for 2006 as well as the 
complete information for 2007, and to verify the reliability of the data received.  In 
extreme cases the Commission will consider suspending payments to the Member 
States that have not supplied the information. 
 
 
 
2- 12% of the total amount reimbursed should not have been reimbursed 
 
The Court indicates that the reimbursement of expenditure to Structural Policies 
projects is subject to material error. At least 12% of the total amount reimbursed in 
structural policies should not have been reimbursed. The Court says that in its 
sample, 44% of reimbursements were affected by errors. The Commission, in its reply 
(point 6.39), states that the Court's findings show the situation at a particular point in 
the execution of the various existing control processes, and maintains that a large 
proportion of the errors identified by the Court are likely to be corrected. 
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This is a very high percentage.  The 12% pointed out by the Court amounts to almost 
4 billion Euro. 
a) Could the Commission give the EP a detailed explanation of the amounts 
involved and the most common reasons for these errors? What are the prevailing 
problems identified in the control systems of the Member States concerned 
which led to the qualification of the Commission's opinion?  
 
 
The Court found errors involving an undue reimbursement of expenditure in 38 ERDF 
and Cohesion Fund projects and 34 ESF projects.  According to the Court, the amount 
of EU funding wrongly paid was €65 million for the ERDF and CF projects and €1.5 
million for the ESF projects. For ERDF and CF, €55 million of the amount estimated 
by the Court as overpaid involves errors of between 70 and 100% in seven large 
projects. The distribution of error percentages on individual projects (undue 
payment/total payment to the project) is not significantly different between ERDF/CF 
and ESF.  
 
The breakdown of types of errors is however markedly different for ERDF/CF and 
ESF, which corresponds to differences in the nature of the projects co-financed. 
 
For ERDF/CF 43% of the errors (by value) concerned ineligible expenditure, although 
this percentage is reduced to 7% if two major infrastructure projects are not included. 
The majority of the other eligibility errors are for small amounts.  Eligibility errors 
cover a wide variety of cases, for example expenditure not covered by the grant 
decision, expenditure unrelated to the project, notional or flat rates instead of real 
costs for salaries or overheads, expenditure out of time, expenditure declared twice, 
advances declared as expenditure but not yet actually reflected in expenditure “on the 
ground” by the beneficiary, ineligible expenditure such as recoverable VAT or 
interest, and incorrect calculation of expenditure. 
 
Public procurement errors account for 40% of the total error by value in the ERDF/CF 
projects. Some of these are attributable to the Member State, by allowing a tendering 
procedure which the Court considers is contrary to the public procurement directives. 
 
Errors in setting co-financing rates properly taking account of revenue to be generated 
by the investment make up about 10% of the errors by value. These, too, are 
attributable to Member States' managing bodies.  
 
Failure to keep supporting documents accounts for only 1% of errors in ERDF/CF.  
 
The breakdown of the errors for the ESF is as follows:  43% of the errors by value 
concern a break in the audit trail, 36% relate to incorrect calculation of, or failure to 
justify, indirect costs, 10% are eligibility errors, 8% concern failure to deduct revenue 
while only 3% concern failure to comply with procurement rules.  
 
Two further facts are worth noting about the ESF errors: firstly, the very uneven 
distribution of the errors among the Member States audited: 68% of the errors by 
value are accounted for by the UK (Scotland) alone; secondly, the fact that the 
simplification introduced under the new legislation for 2007-2013 (national eligibility 
rules, and the possibility to declare indirect costs on a flat rate basis) would have led 
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to a 46% reduction in the overall ESF error rate (by value). Accordingly, under the 
new rule on indirect costs (salaries of staff not directly employed by the projects, rent, 
electricity, telephone, etc.), once the direct costs are calculated, the indirect costs may 
be calculated on a flat rate basis as a percentage thereof, up to a maximum of 20%. 
This rate is set by the Managing Authority when the operations are approved. 
 
The main problems in the control systems of the Member States giving rise to the 
errors are weaknesses in first-level management checks, which fail to prevent and 
detect the errors at beneficiary level. 
 
b) Does the Commissioner contest the Court's estimate that 12% of the total 
amount reimbursed to Structural Policies projects was unduly reimbursed? 
 
 

The Commission does not contest the Court's methodology which is a statistical 
projection of the error rate detected in the sample of projects audited to the total 
payments on structural actions made by the Commission in 2006.  The Court is 
obliged to take a final position on the existence of an error in the individual projects 
audited and the financial impact at a particular date.  Because of the time constraints 
Member States are not always able to provide all available information which could 
lead to a change in position.  Experience of follow up by the Commission of DAS 
cases of previous years shows that the final outcome may be different and therefore 
the error rate somewhat lower.  The Commission notes that for some of the error cases 
found by the Court there will be no financial impact because, for example, the formal 
cause of the error could be corrected. There are also a small number of cases where 
the Commission takes a different view on interpretation of Community legislation to 
that of the Court.  Nevertheless, the Commission fully accepts that the Court has 
presented the lower range of probability in its projection and is not calling into 
question the unacceptably high level of error identified by the Court in expenditure 
certified by Member States to the Commission which has been co-financed in 2006. 

 
c) What is the Commission undertaking in order to immediately remedy the 
situation, bearing in mind that this is not an error rate but an actual rate of 
unduly paid costs? 
 
REGIO –  EMPL 
 
The figure of 12% is a projected rate of the reimbursements by the Commission which 
are likely to have been incorrectly made because of errors in the expenditure certified 
to the Commission by the Member States.  It is based on the audit results of a 
representative statistical sample of 167 projects taken from 17 Structural Fund 
programmes and 10 Cohesion Funds projects in 11 Member States.    
 
The Commission is following up all the cases detected by the Court so that financial 
corrections can be applied to redress errors in the specific programmes and projects 
concerned. 
 
The Commission cannot apply a financial correction across all Member States in the 
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absence of evidence of deficiencies or failures for specific systems.  That is why it 
carries out its audits under a multi-annual audit strategy which builds up a coverage of 
all systems in all Member States and according to a methodology which allows it to 
take action when problems are identified. This is the case for programmes in England, 
for example, where ERDF payments were suspended in 2007 and a financial 
correction procedure is underway to correct expenditure declared previously and 
reimbursed for programmes where there is a remaining risk.  In the past for other 
Member States such as Greece and Portugal it has applied an action plan procedure to 
remedy deficiencies which has led to substantial corrections being made either by 
formal Commission decision or by the Member State. Similarly, it is the case for large 
flat rate corrections in England and France for the ESF, following specific in-depth 
audit activity leading in reserves in the 2005 Annual Activity Report, or for a flat rate 
correction of 10% on 2004/2006 expenditure declared for Slovenian programmes 
following Commission (and Court DAS 2006) audit results. DG REGIO is currently 
monitoring the implementation of action plans in 9 Member States in order to ensure 
that systems deficiencies are remedied and financial corrections applied. DG EMPL is 
monitoring 8 such action plans in 6 Member States. 
 
In all cases where serious systems weaknesses are found, the Commission will speed 
up the process to launch suspension procedures so that if the Member State fails to 
take the necessary timely action, the Commission can apply financial corrections 
itself. Revised procedures are now in place in the Directorates general to do so. In 
addition, at programme closure, the independent winding up body which gives an 
audit opinion on the regularity of expenditure for the programme will be required to 
demonstrate that all detected irregularities have been effectively treated. In the 
absence of reliable evidence the Commission will apply corrections at closure. 
 
d) Does this mean that this money is lost?  
 
 
It is not the case that the error rate identified by the Court means that Community 
funds have been definitively lost.  The Structural Funds programmes are multi-annual 
and the errors detected by the Court are in interim payments made by the Commission 
based on expenditure certified by Member States in the regular expenditure claims 
submitted each year.  The errors found by the Court show that the first level ex ante 
controls carried out before certification have not functioned effectively.  However, 
there are several further levels of ex post control carried out before the Community 
contribution to a programme becomes definitive.  The managing authorities and 
paying authorities continue their checks each year which may detect and correct errors 
in expenditure already certified.  The audit bodies carry out checks on a sample of 
expenditure each year.  For the closure of programmes an independent audit body has 
to make a formal declaration on the regularity of the final payment claim, and has to 
be satisfied that sufficient audit work has been carried out and that irregularities have 
been properly dealt with.  The Commission carries out audits each year on a sample of 
programmes.  Finally during the formal closure process, the Commission will verify 
rigorously the documents submitted at closure, in particular to satisfy itself on the 
reliability of the winding up declaration of the independent audit body, and will carry 
out closure audits. The Commission will therefore obtain reasonable assurance that the 
final amount of Community contribution for each programme determined at 
programme closure is free of material error. 
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3-Correction of errors 
 
The Court, in its 2006 Annual Report, in paragraph 2.24 and 2.25 points out: 
 

• "There is however insufficient evidence concerning corrections made (....). 
Furthermore, it does not make it possible to distinguish between the 
recoveries of illegal/irregular expenditure at the level of the final 
beneficiaries/recipients and the corrections borne by Member States for 
systems weaknesses" (paragraph 2.24 of 2006 A.R.). 

• "Moreover, the information given is incomplete because it does not show 
the full extent of corrections made on EC expenditure nor to which extent 
the amounts relate to expenditure made in 2006 (see paragraphs 5.61 and 
5.62). In particular, this is the case for the area of structural actions, 
despite the fact that specific mechanisms are in place, both at the level of 
the Commission and the Member States, to ensure the return of ineligible 
grants (e.g. by exchanging ineligible against eligible expenditure and by 
offsetting of recoveries with expenditure or by reduction of future cost 
claims)" (paragraph 2.25 of 2006 A.R.). 

 
a) Could the Commission provide the EP with a list of corrections made in 2006 
and the specific Member States concerned? 
 
REGIO – EMPL –ass. FISH-AGRI 
 
The Annual Activity Reports for 2006 disclosed overall figures for financial 
corrections made in 2006 by Directorates General for Regional Policy and 
Employment. Detailed information on the corrections applied by the 
Commission in 2006 for ERDF/CF and ESF are attached as annex 2. 
 
 
In the 2005 Discharge Resolution the EP asked on the Commission to submit in future 
a detailed annual report including the amounts actually involved in the financial 
corrections. 
In the 2006 Annual report the Court states: 
 

• "In a number of previous annual reports (28), the Court has drawn the 
attention of the Commission to the deficiencies in obtaining reliable 
information on the correction of errors. Due to the complexity of the issues, 
there is no indication that these deficiencies have yet been solved or are likely 
to be solved in the short term" (paragraph 2.30 of 2006 A.R.). 

 
b) How is it possible that given such an important issue no measure whatsoever 
has been adopted in this respect?  Will measures be adopted in the near future? 
 
 
The Commission provided information on financial corrections and recoveries by the 
Commission in the notes to its 2006 Final Accounts and, for corrections by the 
Commission, in the Regional Policy and Employment Directorates' General Annual 
Activity Reports. It has now published for the first time figures obtained from 
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Member States for the corrections and recoveries which they have made to 2000-06 
period programmes. To improve the quality of the information on corrections and 
recoveries by Member States, the Commission had in 2006 issued a guidance note on 
recoveries and amended Regulation 448/2001 on financial corrections with 
Regulation 1978/2006. In January 2007, it wrote to all the Member States requesting 
them to provide, as a package, information on recoveries, pending recoveries and 
withdrawals according to a standard template  (see question 1 (e)). The Commission is 
currently taking action to ensure that Member States supply missing information for 
2006 as well as the complete information for 2007. The annual reporting on financial 
corrections and recoveries will continue, and the Commission is making efforts to 
further improve the quality of this information.  
 
4. Internal control standards of the Commission's services 
 
The Court points out: 
 

• "Despite the high level of compliance with the baseline requirements, 
supervisory and control systems at the level of the Commission do not 
sufficiently mitigate the risk of error, in particular, in certain areas of 
agriculture, structural policies, internal policies, external actions and pre-
accession aid (see paragraphs 5.77, 6.38, 7.30, 8.32, 9.23 and Table 2.4). This 
analysis is in line with one of the conclusions2 of the 2006 annual report of the 
Commission’s Internal Audit Service (IAS)3" (paragraph 2.33 of 2006 A.R.). 

 
a) Could the Commissioner inform the Committee, what specific measures have 
been undertaken by the Commission to remedy the situation in the area of 
structural policies? 
 
 
The Commission has during the last 5 years made a very substantial investment in 
improving the effectiveness of its supervisory role including through the increase in 
resources for audit activity, establishing a joint audit strategy for structural actions, 
and raising the standards and effectiveness of the audit work.  There is a continuing 
improvement plan. 
 
All the recommendations for Structural Funds made in the IAS’s annual report to the 
discharge authority (COM(2007) 280, p. 8-9) have been or are being implemented.  
The four structural actions Directorates General have had a joint rolling audit strategy 
since 2005. The coordination with Member States is being further improved, with 
guidance issued on systems compliance assessments (see answer to question 1 b)), 
audit strategy and sampling, and training actions organised. The Directorate General 
for Regional Policy is due to conclude contracts of confidence with four further 
Member States in the next few weeks (December 2007 – January 2008), in addition to 
the two signed in 2006. Finally, the Directorates General have implemented the IAS’s 
recommendations to issue clear and precise audit opinions as a conclusion of their 

                                                 
2 The IAS audit work found clear improvements in the internal control systems in many areas. However, there are 
also still major weaknesses and further efforts are needed. Areas for improvement include e.g. ex-post controls and 
contract management. 
3 COM(2007) 280 of 30.5.2007. 
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audit work and to disclose audit results better in Annual Activity Reports. 
 
The Directorates General for Regional Policy and Employment  have committed 
themselves to a series of additional actions to strengthen the effect of the supervisory 
role of the Commission. These actions are focused on improving primary controls at 
national level, increasing the impact of the Commission’s audit activity, for example 
more rapid action to suspend interim payments when serious systemic problems are 
detected; improving the quality of reporting on financial corrections by the Member 
States and on the follow-up of corrections applied by the Commission; taking action 
to derive full benefit from the simplifications made possible by the 2007-13 
regulatory framework, in particular promoting the use of flat rates for indirect costs; 
making efforts to maximise the added value of the annual summaries required from 
Member States from 2008 onwards; and strengthening the basis of the Director 
Generals’ statements of assurance in Annual Activity Reports, for example by 
providing more detailed information on follow-up actions in relation to national 
systems considered to show serious deficiencies, including the results of the 
implementation of agreed action plans. 
 
In DG Employment specific actions are also being focused on improving the overall 
audit performance of the DG and organisational changes to improve the monitoring 
and reporting on audit follow-up. As from January 2008, a monitoring database, 
shared between audit and geographical units, will monitor follow-up actions 
undertaken by the Directorate General on audit recommendations issued by 
Directorate General and the European Court of Auditors and on OLAF fraud 
enquiries. Moreover DG EMPL started seminars for managing authorities to raise 
awareness about the rules and necessity to better perform first level checks (May and 
November 2007). 
 
 
 
In the 2005 Discharge Resolution the EP, in line with the Action 10 of Action Plan 
towards an integrated control system, asked to the Commission to carry out that 
comparative analysis of the costs of Commission control systems, as forming the sole 
basis which will make it possible to establish an 'acceptable risk level', and to forward 
it to Parliament, the Council and the Court of Auditors, 
The EP proposed to  make an 'analysis of the costs of controls', in view of the 'need to 
reach an appropriate balance between the costs and benefits of controls', and stated 
that the results will be presented in early 2007; therefore, the Commission, in line 
with the principles of proportionality and cost efficiency (value for money) of the 
control systems, should evaluate the relationship between, on the one hand, the 
resources available for each particular policy, and, on the other, the part of those 
resources dedicated to the control systems broken down by area of expenditure, and 
any resources lost thanks to errors thus detected. 
 
b) Since then what exactly has the Commission done on this issue? 
 
REGIO- EMPL – ass. BUDG D3- -SG 
 
The Commission has been taking forward the work of analysis of the costs of controls 
(Action 10 of the Action Plan) and has made a first estimate of the costs of control in 
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agriculture and for direct centralised management. It is completing work in respect of 
the costs of control for the Structural Funds following a survey of such costs in 
Member States and Commission in relation to the European Regional Development 
Fund. It will report these actions in the final report on the Action Plan, which is due in 
March 2008. The Commission, under Action 11, has also been examining how its 
recovery systems are working as these form the basis for quantifying the benefits of 
control (errors which are detected and recovered following controls). The results of 
this will also be reported in the Action Plan final report, together with information on 
how the systems will be improved. 
 
In a parallel initiative the Commission is examining for a selection of DGs 
responsible for the budget areas with high error rates, the errors found by the Court 
for the 2006 DAS, identifying mitigating actions to reduce the risk of error. This 
exercise will be reported on in the Action Plan final report and will provide a basis for 
examining the cost-benefit balance of controls.  
 
5. Categorisation of national control systems 
 
The responsibility for this above mentioned 12% is not only lying with the 
Commission, but, in a very large extent with the Member States. 
 
Table 6.1 of the 2006 Annual report sets out the assessment of the functioning of 
control systems in Member States.  
 
For all the given cases of ineffective of moderately ineffective national control 
systems, the committee invites the Commissioner to present  the measures taken 
by the Commission and/or Member State to remedy the situation. What is the 
Commission's point of view on the Court's assessment? 
 
 
The requested information is presented for ERDF/CF and ESF in annex 2. 
   
 
6. Suspension of payments 
 
In Paragraphs 6.32 - 6.35 the Court analyses the controls by Member States. The audit 
sample allows the Court "to claim, with reasonable confidence, that the control 
systems in the Member States are generally ineffective or only moderately effective. 
This is broadly similar to the Court’s findings in previous years. (paragraph 6.35 of 
2006 A.R.). 
 
According to the Commission's communication of 15 June 2005 on a roadmap to an 
integrated internal control framework (COM(2005)0252), whose point B states: 
'When a Member State fails to adequately address the risks of error, the Commission 
will protect the EC budget by rigorously applying the existing provisions for the 
suspension of payments and financial corrections'; 
 
In 2006: has the Commission applied suspension of payments in cases when it 
has had evidence that a Member State has failed to meet the standard control 



 12

requirements? Could the Commissioner provide to the Committee detailed 
information of its suspension of payments in 2006? 
 
REGIO – EMPL 
 
The procedure which the Commission has followed when it has detected deficient 
systems in Member States which do not adequately manage the risk of irregularities 
affecting the Community funds is as follows: agree with the national authorities a 
detailed remedial action plan; monitor the full implementation of the plan; audit the 
reported outputs; in the event of significant failures, launch a suspension procedure; 
proceed with suspension and financial corrections under the Community sectoral 
regulations. The Commission followed this process for Greece, which led in May 
2005 to a financial correction of €518 million for ERDF.   It started such a process 
with the UK in 2005 which led to the launch of a procedure for the suspension of 
ERDF payments in England in late 2006 and the adoption in April 2007 of a formal 
suspension of payments to 12 programmes in 8 English regions. In other cases in 
which an action plan procedure was undertaken in 2006, the Commission was able to 
conclude that the Member State had made the required corrections. 
 
For the ESF 12 procedures for financial corrections for a total of 165.4 million euros 
were completed in 2006. These procedures were initiated in 2006 or even 2005, as 
follow-up action on reserves in the 2005 Annual Activity Report of the Directorate-
General Employment. They concerned in the main procedures finalised in July 2006 
for France Objective 3 (110.8 millions Euros) and procedures finalised in January 
2007 for 51 million euros (UK-England, Objectives 1, 2, 3 and Equal). 
 
The Commission will launch suspension of payments proceedings more rapidly in 
cases where serious deficiencies in systems are identified, and for ERDF four such 
procedures are currently in the pipeline. For the ESF three formal suspension 
procedures are currently underway concerning the UK and Spain. 
 
Besides formal suspensions of payments the Commission may in certain 
circumstances inform Member States that claims will not be treated temporarily while 
it is agreeing or monitoring remedial measures. It may also encourage Member States 
not to certify payment claims until it is satisfied whilst problems are being redressed. 
This occurred with Spanish and English payments in 2006 (see point 3.5 of the 
Court’s 2006 report). 
 
 
7-Annual Activity Reports and declarations of DG REGIO and EMPL 
 
The Court analyses the effectiveness of the Commission's internal control system in 
chapter 2 in the 2006 Annual Report.  
The Court' findings: 
"(...) in significant parts of the EU budget, the Directors-General give a more positive 
account on the legality and regularity of the EU spending than is consistent with the 
Court's audit." (Paragraph 2.13) 
Furthermore, the Court confirmed that major reservations were either presented or, in 
its view, ought to have been presented by the Directors-General and authorising 
officers concerned: 
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• "In structural policies, the declarations of the Directors-General of Regional 

Policies and of Employment, Social Affairs and Equal Opportunities 
understate the significant weaknesses of management and control systems in 
the Member States (see paragraph 6.38) and material level of errors at project 
level (see paragraph 6.39) singled out by the Court's audits (see Table 2.1)" 
(paragraph 2.15 of 2006 A.R.). 

• "The Court also questions whether the overall assessment of the Director-
General for Regional Policy in respect of the European Regional Development 
Fund (ERDF) and the Cohesion Fund is compatible with the qualifications 
which he makes on the functioning of management and control systems in 10 
and 9 Member States respectively4. The same situation exists for the 
Directorate-General for Employment, Social Affairs and Equal 
Opportunities5. Furthermore, the Court notes that the annual activity report of 
the latter states that an "audit opinion" was not formulated on 17,5% of the 
expenditure concerning the programming period 2000-2006 for the European 
Social Fund (ESF); the Director-General based his assurance on management 
representations" (paragraph 2.16 of  2006 A.R.). 

 
 
Could the Commission explain to the CONT committee how the overall 
assessment given for 2006 by the REGIO and EMPL Directors-General is 
consistent with the qualified opinion in a great number of Member States? And 
what reasons were there for not having an audit on 17,5% of the expenditure 
concerning the programming period 2000-2006 for DG ESF? 
 
 
The Annual Activity Reports make it clear that the Director General's overall 
assessment takes account of the fact that the control arrangements for structural 
actions operate on a multi-annual basis. The Director General has to be satisfied that 
the exercise of the supervisory functions of the DG under the shared management 
systems is adequate to ensure the correction of possible irregularities in expenditure 
from those systems for which an unqualified opinion cannot at that stage be given or 
which are not considered as low risk. The approach to making reservations was set 
out in the Reports. 
 
In the case of DG REGIO, the 2006 Annual Activity Report provided a detailed 
assessment of the systems in all Member States and of the actions underway or 
planned for 2007 in the case of those systems for which it was concluded that there 
were material deficiencies.  There was therefore full transparency in the Report. The 
Director General considered that, based on the corrective measures being taken and 

                                                 
4 For ERDF, the analysis of the annual activity report of Directorate-General for Regional Policy reveals that ‘the 
opinion was qualified in relation to material deficiencies affecting key elements of the system’ for Czech Republic, 
Greece, Ireland, Latvia, Lithuania, Luxembourg, Netherlands, Slovakia and Spain. Moreover for Slovenia it was 
qualified because of a scope limitation. As regards the Cohesion Fund, ‘the opinion was qualified in relation to 
material deficiencies affecting key elements of the system’ in Czech Republic, Hungary, Ireland, Latvia, Lithuania, 
Poland, Portugal, Slovakia and Spain. Furthermore, concerning the closure of programming period 1994 to 1999 
no precise information is 
5 For the European Social Fund (ESF), the analysis of the annual activity report of Directorate- General for 
Employment, Social Affairs and Equal Opportunities reveals that, in the DG’s view, national/regional systems 
covering 73,39% of 2006 payments provided reasonable assurance with limitations. 
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having regard to the multi-annual operation of the control arrangements, the risks 
associated with most of the systems in need of improvement could be and were being 
adequately managed.  The corrective measures include follow-up audits, monitoring 
of action plans, and the use of powers to suspend payments and apply financial 
corrections. Only for one Member State and for INTERREG programmes did the 
Director General conclude that the extent of the deficiencies and their duration was 
such as to justify formal reservations. 
 
As regards the ESF, the Commission considers that the overall assessment by the 
Director-General of DG EMPL on systems was compatible with the reservations 
on programmes in 7 Member States. 
 
With regard to the 17.5% of expenditure on which no audit opinion could be provided 
and for which reasonable assurance was therefore based on the representations of 
management, it is legitimate to rely on management representations to close gaps in 
assurance on non-audited expenditure, because it is simply not possible to audit 100% 
of expenditure every year. Full coverage can only be achieved at the end of the period 
with the issue of the winding up declarations for all the programmes by the audit 
authorities.  It is important to note that in line with the DG Employment audit strategy 
and risk analysis, the 82.5% already covered relates to the higher risk programmes 
while the 17.5% outstanding relates to programmes or parts of programmes, mostly at 
regional level, classed as low risk. It would have been possible to mention a scope 
limitation in the description of the work done, but the Report is completely 
transparent about the number of programmes still to be audited and the low risk 
associated with them, and the Report clearly states the information on which the 
management representations were based.   
 
 
 
8-DG REGIO's reservation concerning the management and control systems for 
ERDF in England and Scotland 
 
According to DG REGIO A.A.R. (page 37): "Approximately 7% of payments concern 
systems categorised as “high risk”. In the case of the programmes concerned in UK-
England, a decision to suspend payments will be taken in April 2007. In the case of 
the programmes in UK-Scotland, in the absence of effective implementation of an 
agreed action plan, a suspension procedure will be launched. For UK Northern 
Ireland a follow up audit will be carried out in 2007 to verify that corrective actions 
have been implemented, and a procedure for suspension of payments will be launched 
if justified in the light of the conclusions." 
 
The situation was more or less the same in the 2005 A.A.R.. Why has the 
Commission already not refused to make payments in these cases? 
 
 
The general approach which has been followed when Commission audits have 
detected systemic weaknesses is to give the national authorities the opportunity to 
remedy the deficiencies under an action plan.  Only if the Member State fails to 
implement the actions effectively have measures been taken to launch formal 
suspension and correction procedures.  For England, audit work in 2005 identified the 
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existence of systemic weaknesses in many programmes.  The national authorities 
agreed to implement an action plan to address the deficiencies with a reporting date 
on the outputs by September 2006.  As the Commission audit to verify the quality of 
the outputs found continued failings, the suspension procedure was formally launched 
in November 2006. Before adoption of the decision, the Commission must give the 
Member State an opportunity to make observations. Payments were suspended with 
the Commission decision of  4 April 2007. 
 
For Scotland and N. Ireland, there was no reservation in the 2005 Annual Activity 
Report and no material deficiencies were highlighted.  However, an audit in 2006 in 
Scotland identified serious deficiencies in the first level checks and certification 
procedure for 3 programmes which led to a reservation.  The action plan agreed with 
the Scottish authorities has been closely monitored in 2007 and a verification audit 
carried out on the interim results.  It was concluded that progress on delivery of the 
agreed outputs is satisfactory, but a further audit to check the final outputs will be 
carried out in 2008. 
 
 
Could the Commissioner provide the Committee with more details about these 
foreseen suspensions? When does the Commission expect an improvement in the 
situation in England and Scotland? 
 
 
The suspension for England took effect on 4 April 2007 for all English regions for 
which the UK authorities could not deliver assurance that the ERDF payments were 
properly managed and controlled (12 programmes).  
 
The deadline set for corrective actions was three months after the initial Commission 
decision. 
 
The UK authorities reported on the results in June and July 2007. DG REGIO carried 
out 8 audits to check the reported achievements in the regions concerned. 
 
For 8 of the 12 programmes mentioned above, it was possible to lift the suspension on 
the basis of the audit results. For 2 programmes the UK authorities were requested to 
provide further evidence of how they follow up irregularities detected in ERDF 
spending. For 2 programmes, the Commission has moved into the stage of a financial 
correction procedure and the UK authorities were invited to a hearing held on 4 
December 2007. Additional material provided is currently being analysed, and the 
Commission will take a final decision in early 2008. 
 
For Scotland an audit carried out in 2006 concluded that the first level checks and the 
process of certification of expenditure were deficient in certain programmes.  
Following a meeting in Brussels at the end of 2006, the Scottish authorities agreed on 
remedial actions to be implemented 
 
The action plan was closely monitored by DG REGIO and an interim report was 
submitted by the Scottish Authorities on 27 July 2007. An audit mission was carried 
out in October 2007 to 3 regions of Scotland in order to verify the accuracy of the 
report and the sufficiency of new procedures in place. The conclusion is that 
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satisfactory progress has been made and the action plan should be concluded in June 
2008. A further audit by DG REGIO will be undertaken then. In the meantime the 
new procedures in place are considered sufficient to mitigate the risks detected in 
2006 
 
 
 
9-DG REGIO's reservation concerning the management and control systems for 
ERDF in the INTERREG programmes 
 
According to DG REGIO A.A.R. (page 45): "DG Regional Policy does not have 
reasonable assurance as regards the effective operation of the key elements of 
management and control systems that ensure legality and regularity of underlying 
transactions"(....) 
Corrective actions: 
 ..."In order to improve sources of assurance for programmes not audited, further 
steps will be taken to promote better annual control reports, and a self-assessment 
exercise concerning audit and control issues will be launched in all these 
programmes". 
"Actions to suspend payments and apply financial corrections will be taken when 
necessary" 
 
These corrective actions are not at all specific. What does the phrase "further 
steps will be taken to promote..." in fact mean, and when will the Commission 
"consider necessary" the suspension of payments? 
The Committee invites the Commission to comment on these findings and 
present a detailed proposal on how these deficiencies could be substantially 
limited. 
 
 
INTERREG programmes have by their nature specific and more complex 
arrangements for management and control, due to the involvement of various bodies 
in different regions and Member States.  The challenge for the Commission in 
exercising its supervisory role is that there are 81 programmes each with different 
control arrangements and with different partner Member States.  DG REGIO has 
addressed this challenge with a targeted audit strategy since end 2005.   
 
With regard to actions under this strategy in 2007, there have been 4 main elements. 
 
Firstly the planned audit work has been completed on a selection of 8 high risk 
programmes giving coverage of about 35% of ERDF contribution, together with 2 
follow up audits to verify the progress of action plans.   
 
Secondly, previous audit work has been followed up through examination of the 
replies received from the responsible authorities.  This has led to the launching of a 
suspension procedure for one programme. 
 
Thirdly, a thorough analysis was made of all annual control reports received by 30 
June 2007 on the control activities carried out by the Member States. As a result, 3 
pre-suspension letters  were sent by December 2007. Any issue remaining open from 
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the analysis of these reports is still being followed up until a clear conclusion can be 
drawn from national audit work on INTERREG III programmes. 
 
Fourthly, a self assessment questionnaire, focussed on the weaknesses or risk areas 
detected in systems audits, was sent to all 73 non-audited programmes. On a 
voluntary basis, 50 (68%) programmes replied. The filled-in questionnaires were 
reviewed by auditors of DG REGIO in order for them to validate, or not, the 
assessment given by programme authorities on each part of their management and 
control system. The outcome of this exercise is the identification of areas where 
improvement is necessary, to be followed-up by national authorities and by DG 
REGIO audit work in 2008. The areas indicated are the functions of the paying 
authorities, the audit work and the preparation for closure. 
 
The further audit work planned for 2008 will build on the results of these activities in 
order to extend the scope of the DG's assurance on INTERREG expenditure. 
 
 
 
10-Follow-up of fraud and irregularity cases 
 
DG REGIO Annual Activity report (page 26) states: "In 2006, there was still no 
progress to report on the planned inter-service co-operation protocol between this 
Directorate-General and OLAF. The absence of a protocol has created a risk for the 
Directorate General in relation to: 

• Absence of regular information on cases reported to OLAF for which 
investigations or enquiries are ongoing; 

• Delay in treatment of cases communicated under Article 5.2 of Reg. 1681/94 
because of a lack of clear procedures. 

DG Regional Policy has taken steps to mitigate these risks."  
 
What is the reason for this lack of cooperation? How does the Commission 
prevent fraud in this field? 
 
 
Formal cooperation procedures between OLAF and the spending departments as 
regards both financial follow-up and fraud prevention have now been established. 
Regarding the division of responsibilities for financial follow-up, extensive 
discussions between OLAF, DG AGRI and the Structural Funds DGs led to the 
adoption of Commission Communication C(2007)5709 on 27 November 2007. The 
Working Guidelines attached to this Communication summarise most of the aspects 
related to the division of competences between DG REGIO and Structural Funds DGs 
for the financial follow-up of irregularities and fraud. In particular Annexs I and III 
establish the practical arrangements for follow-up tasks. With regard to fraud 
prevention, the draft Commission Communication "prevention of fraud by building on 
operational results; a dynamic approach to fraud proofing" is due to be adopted in 
December. Though the communication initially focuses on direct expenditure, DGs 
REGIO and EMPL, in cooperation with OLAF, will develop a joint fraud prevention 
strategy in order to strengthen fraud prevention and detection mechanisms. 
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11. OLAF report 2006 

According to the OLAF report 2006 to the European Parliament and the Council on 
"Protection des intérêts financiers de la CE" the irregularities on structural funds 
augmented in 2006 by 17% (601 Mio Euro in 2005 to 703 Mio Euro in 2006; 75% of 
the irregularities concern the Regional Development Fund).  

a) The annual activity report does not even mention this evolution. Why?  

The 2006 Annual Activity Report of DG Regional Policy was published in March 
2007, a long time before the OLAF report for 2006.  

b) Do the reservations in the ERDF made by the Director General meet the 
problems mentioned by OLAF or not? Do they only partly meet? Why? 

Reserves are entered in the Annual Activity Report because of the seriousness of 
control weaknesses in a system. Reported irregularities are not as such an indicator of 
weaknesses in systems since they concern irregularities detected at all control levels 
in the Member State. 

Fluctuations in the number and value of reported irregularities from year to year are 
not unusual, but are related to the cycle of programme implementation and the level 
of audit activity. The communication of irregularities is therefore an indication that 
national controls are operating effectively.  

c) The PIF-Report of OLAF underlines that most irregularities were due to not 
eligible reimbursements easily discoverable by checking and controlling the 
documents necessary for the payments. Why these irregularities have not been 
discovered? 

As the irregularities were communicated to OLAF under Regulation 1681/94. it seems 
that they were discovered by national control bodies. Preventive actions at the level of 
beneficiaries are important, such as communicating clearly the eligibility rules.   

 

12. PIF-Report 

According to the PIF-Report 84% of irregularities in the structural funds were caused 
by Italy (228,2 Mio Euro), Spain (85,7 Mio Euro), Grate Britain (59,8 Mio Euro), 
Portugal (37,2 Mio. Euro) and Germany (27,2 Mio Euro). Neither Germany nor Spain 
use appropriate IT systems. This is mentioned in the annual activity report of DG 
REGI (p. 22). 

What measures does the DG take to remedy the weaknesses of the IT system in the 
member states? What other weaknesses of the IT system in the member states did the 
DG find?   

The weakness is not in the national IT systems but stems from the fact that certain 
Member States do not use the IT tool put at their disposal for the submission of 
irregularities. To remedy the situation, OLAF is developing a new reporting system 
which should simplify the task for the Member States and therefore be used more 
widely. 
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13. Commission's draft guidelines for structural funds 

What do the Commission's draft guidelines for structural funds foresee as 
obligations of the Member States to improve the management and the control for 
structural funds? Which obligation do you see as the most important? 
(Guidelines to comply with art. 44, IIA). 

 

The first summaries are due by 15 February 2008 and should cover both 2000-06 and 
2007-13 programmes. DG REGIO with comments from other Structural Fund DGs 
have prepared guidance on the content of the summaries in order to ensure that they 
add value to the existing information available (notably from certificates of 
expenditure provided by the paying authority and the annual control reports required 
for each programme). The guidance note was discussed in the Funds Coordination 
Committee on 24 October, in a technical meeting of the audit authorities on 16 
November and for the last time in the Funds Committee of 28 November. 

 Whilst many Member States still have reservations about applying the annual 
summaries to the 2000-06 period, the Commission is insisting on requiring the annual 
summaries to provide the information in relation to the 2000-2006 programming 
period as well as 2007-2013.  This position has been expressly confirmed by its Legal 
Service and is the only approach which is compatible with the aim set out in the Inter-
institutional Agreement to move towards a positive DAS. The Commission will 
monitor the transmission of the annual summaries by Member States and is putting 
procedures in place to be able to examine the documents received so that the results 
can be used in the Annual Activity Reports to be signed by end of March 2008. 

 

14. "Mobility" within the "sensitive posts" 

Following the Internal Audit and Advice Unit (IAA) the annual activity report of 
2006 identifies the "mobility" within the "sensitive posts" as being a problem within 
the DG human resources management.  

How have "sensitive posts" been identified within the DG? How many posts have 
been identified (absolute figure and percentage of all DG REGI staff)? How 
many seconded national experts work in the DG and how many of them work on 
their country of origin? 
 
Sensitive posts in DG REGIO have been determined in accordance with the 
instructions received from DG BUDG and DG ADMIN in 2003. They are: 
 
-Director 
-Head of Unit 
-Desk officer 
-Staff working in the financial unit on payments 
-Other staff who initiate or process payments 
-Auditor 
-Internal Auditor 
-Staff working with contracts or calls for tenders 
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At present, 283, or 47%, of the 596 members of permanent staff (the DG’s staff 
complement in 2007) occupy sensitive posts.  
There are currently 32 Seconded National Experts in DG REGIO. The DG has phased 
out all SNEs working on their country of origin, with the last one leaving DG REGIO 
on 31.12.2007. 

15. Changes in staff within DG REGI 

What changes in staff within DG REGI result from the change in the legal basis 
for structural funds for the new period 2007-2013 compared to the previous 
period 2000-2006?  

 
The changes in legislation between the two periods 2000-2006 and 2007-2013 have 
not had a direct impact on the staffing of DG REGIO. The only major impact on 
staffing have been the successive enlargements, first with EU-10 and then EU-2, 
which have led to an increase in staff numbers between 2003 to 2008. 
 
In the control context it is worth noting the special attention paid during the period 
2003-2007 to staff requirements for external audit. In 2001 the staff required to 
cover audit needs in EU 15 was approximately 15 full-time equivalent staff. 
However, given the increasing concern in the Commission and the Parliament with 
strengthening audit capacity to help ensure the financial soundness of ERDF and CF 
interventions in Member States, DG REGIO has devoted more human resources to 
this activity.  By the end of 2007 the staff working in the audit directorate is 81, 
with 60 auditors. 
 
In addition, following the screening of mid-term human resources needs launched 
by the Secretariat General and DGs ADMIN and BUDG in early 2007, DG REGIO 
has obtained a special reinforcement of 10 temporary posts for 2008-10  in order to 
deal with the significant number of 2000-06 programmes to be closed in the next 
few years. 
 

 
16- Management of ISPA programme 
 
According to the 2006 Court of Auditors Annual Report (point 9.16), further to an 
assessment of the supervisory and control systems for the pre-accession budget area, 
"for all pre-accession instruments the audit still revealed weaknesses in the control 
systems of the national authorities involved in the implementation of the projects". In its 
conclusions and recommendations (point 9.23 of the CoA AR), the Court points out 
that for ISPA programme, as well as Phare and Turkey programmes, "the EC 
Delegations’ ex-ante control of the tendering and awarding of contracts under 
decentralised management, continued to be an effective control to compensate the local 
lack of capacity to manage the procurement process in the context of the rapidly 
increasing funding". The Commission, in its reply to point 9.23, only refers to the errors 
identified in Sapard programme. In view of the above: 
 



 21

a) Could the Commissioner kindly clarify to what extent she agrees with the Court's 
finding of weaknesses in the control systems of the national authorities involved in 
the implementation of the ISPA projects? 
 
 
The Commission agrees with the Court's finding that some weaknesses in the control 
systems of the national authorities involved in the implementation of ISPA (now 
Cohesion Fund) projects in Bulgaria and Romania remain and that further efforts are 
needed to overcome them.  
 
Substantial improvements have been achieved in recent years. Intensive audit work has 
been carried out on the systems for managing ISPA in the candidate countries since 2002, 
and initially it found significant weaknesses in the set up and functioning of the systems, 
concerning, in particular, a lack of administrative capacity, shortcomings in the public 
procurement process and inadequate contract management. Recommendations were made 
to remedy the weaknesses and were followed up. The resulting improvements led in 2006 
to the formal accreditation of all but one (in Bulgaria) of the ISPA implementing bodies 
for EDIS (Extended Decentralised Implementation System). The audit work has 
continued in 2007 with EDIS follow-up audits, which have confirmed the good overall 
progress made. 
 
Apart from the audit work, the implementation of ex-ISPA projects is being followed 
up through monitoring activities and checks on payment claims, and financial 
corrections are being applied to ISPA projects where audits have found irregular 
expenditure. 
 
 
b) Does the Commission agree with the danger of "lack of management capacity" of 
the national authorities as identified by the Court, especially in view of the "rapidly 
increasing funding"?  
 
 
The Commission agrees that management capacity in Bulgaria and Romania needs to 
be further improved for the management of the Structural and Cohesion Funds. This 
was a constant theme in discussions with the national authorities during the 
implementation of ISPA, and it has continued to be an important subject during the 
negotiation of the National Strategic Reference Frameworks and Operational 
Programmes for the 2007-13 period in 2006 and 2007.  
 
In the period before accession capacity building was supported through technical 
assistance from ISPA and Phare institution-building measures including twinning 
arrangements. Considerable amounts of technical assistance funding have also been 
made available from ISPA and Phare for preparing major transport and environment 
infrastructure projects for Cohesion Fund financing. 
 
The importance of capacity building is reflected in the National Strategic Reference 
Frameworks and Operational Programmes for 2007-13, which were approved in 
recent months. In each country there is a specific technical assistance programme, and 
each sector programme also has a technical assistance component to support capacity 
building. The assistance will be targeted at all main beneficiaries and all levels of the 
administration, national, regional and local. Governments are also taking steps to 
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address staff shortages and salary levels in the administration, which have been an 
obstacle to attracting and retaining qualified and experienced staff. 
 
 
 
c) Could the Commission services further elaborate how they intend to respond to 
the Court's recommendation that the Commission should "ensure that the Romanian 
and Bulgarian authorities bring the systems to a good standard of financial 
management of the Structural Funds", taking into account the fact that the ongoing 
ISPA projects of the said Member States have now become Cohesion Fund projects? 
 
 
In the negotiation of the National Strategic Reference Frameworks and the Structural 
Fund Operational Programmes in Bulgaria and Romania particular attention has been 
paid to the structures and systems set up within the managing authorities, intermediate 
bodies and the paying and audit authorities, and a considerable technical assistance 
component has been built into programming. 
 
The Commission will continue to support and advise the national authorities on all 
aspects relating to Structural Fund implementation in the period ahead through the bi-
annual monitoring committee meetings and regular technical meetings with managing 
authorities and intermediate bodies. 
 
In 2008, before interim payments begin, the Commission will scrutinise the set up of 
systems and procedures as described in the Compliance Assessment reports (due 
within 12 months of programme approval) and will provide feedback. 

 
The national authorities have gained valuable "learning by doing" experience during 
the implementation of ISPA projects, which they are taking on board in the transition 
to the Cohesion Fund. The weaknesses identified are being addressed by building up 
the institutions concerned with the support of EU-funded technical assistance 
measures, with particular attention being given to financial management and control 
structures and systems. The ISPA implementing bodies have all been subject to 
regular systems, procurement and project audits carried out by Commission auditors, 
including the 2006 EDIS accreditation audits. As a result of these, the Commission 
has made specific recommendations for improvements to systems and procedures, 
which have been monitored. 
 
 
17-The new Pre-Accession Instrument (IPA) 
 
According to the Annual Activity Report of DG Regional Policy for the year 2006, 
DG Regional Policy continued in 2006 the task of preparing Croatia, Turkey and the 
FYROM for the introduction of the regional development and cross-border co-
operation components of the new Pre-Accession Instrument (IPA). According to the 
DG's AAR, "numerous discussions and negotiations were organised with the 
countries concerned both for the development of the Community Strategic Reference 
Frameworks and the operational programmes under the regional development 
component of IPA. These programmes should, in particular, cover the fields of 
regional competitiveness, transport and environment (...) With regard to the 
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environment, solid waste management and waste water treatment are the main 
priorities". In view of the above: 
 

a) Could the Commissioner please explain how the DG's services have 
guaranteed that the annual and multi-annual operational programmes 
developed in the framework of IPA are in alignment with the priorities 
pointed out in the respective Enlargement Strategy and Progress Reports 
for the 3 candidate countries? 

 
 
The alignment of IPA assistance with the priorities identified in the Enlargement 
Strategy and Progress Reports is assured through multi-annual indicative planning 
documents (MIPD), established by country, in accordance with Article 6 of Council 
Regulation (EC) 1085/2006. These documents are prepared under the leadership of 
DG Enlargement and set out the main priorities for assistance under each component 
on a three-year rolling forward perspective. National authorities and the Member 
States are closely associated in the preparation of the documents, which are then 
presented to the European Parliament (AFET committee) before being adopted by the 
Commission. 

 
The multi-annual planning documents provide the strategic frame of reference for the 
preparation of strategic reference frameworks, which in a similar way to national 
strategic reference frameworks established for programming structural funds in 
Member Sates, set out the objectives to be pursued under the regional development 
and human resources development components, in accordance with the Community 
priorities. The multi-annual operational programmes are the programming tools which 
implement the priorities and deliver the outcomes identified in the multi-annual 
indicative planning documents. This multi-layer strategic planning/programming 
approach ensures that the priorities and measures delivered through multi-annual 
operational programmes are fully consistent with the priorities identified in the 
Enlargement Strategy and Progress Reports.  
 
 
b) Could the Commission services please illustrate how they actively explore 
synergies between the IPA operational programmes and Structural Funds 
projects, especially in the transport sector, currently implemented in 
neighbouring Member States?  
 
 
The IPA regional development component aims to prepare candidate countries for 
the implementation and management of the Community's cohesion policy, in 
particular in their preparation for the European Regional Development Fund and 
the Cohesion Fund. Accordingly, programme development and implementation 
under IPA regional development component follows a similar path as with 
structural funds programmes, due account being taken of the need to implement 
the Enlargement Strategy and priorities. The implementation of the programmes 
will take place from the start under decentralised management, an effective way to 
empower national authorities and to prepare them for the management and 
implementation of structural and cohesion funds programmes and projects. Project 
appraisal and implementation rules and procedures, including the calculation of the 
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co-financing rate based on the funding gap, feasibility studies and cost benefit 
analysis, environmental impact assessment and the polluter pays principles will be 
in all respects similar to structural funds. 

 
Within this context, IPA operational programmes for the transport sector apply a 
similar approach to the development of corresponding Structural and Cohesion 
Funds programmes in Member States i.e. a) the implementation of projects of a 
European interest located on the Trans-European Networks and b) the 
improvement of the inter-modality and inter-operability of transportation systems 
on these networks. The actions to be implemented are designed therefore to 
increase the competitiveness of various transport forms in order to contribute to a 
balanced, flexible, sustainable and integrated European transport network.  

 
Accordingly, when negotiating the transport operational programmes with the 
three candidate countries, the Commission services sought to ensure that only 
those projects which form part of the trans-European networks (i.e. land corridors, 
inland waterways and motorways of the sea) will be retained for IPA co-financing. 
Clearly, the completion of missing links within candidate countries, contributes to 
the overall efficiency of the investments made in other parts of the corridors, 
including in Member States, Candidate Countries and potential Candidate 
Countries. 

 
The following practical examples of synergies of future IPA funded transport 
projects with existing projects in Member States can be given: 

 
• the National Programme 2007-2013 for Bulgaria, railways sector, provides 

co-financing for the Plovdiv - Svilengrad railway line and in particular for 
the Slivengrad -Turkish border railway line on Pan-European rail corridor 
IV. This latter – Slivengrad - will be connected with the IPA project 
Istanbul-Bulgarian borders, Kapikule-Halkali. In this effort the European 
Investment Bank is also a major contributor. 

 
• In the former Yugoslav Republic of Macedonia, IPA is expected to 

complete the missing link in road corridor X, linking Salzburg to 
Thessaloniki via Zagreb and Belgrade, maximising the potential with other 
EU funded sections of the corridor both North and South and via Egnatia 
in Greece. In Croatia investments on corridor X are concerned with 
upgrading and increasing the competitiveness of the railway along this 
route, since it has fallen into disuse due to war damage and the transfer of 
transport to the motorway along this same axis.  

 
• Other priority transport projects in Croatia concern corridor VII - the 

Danube - namely the rehabilitation and upgrading of the Sava river 
waterway, which joins the River Danube in Belgrade. The waterway is the 
main inland waterway of Croatia, but is currently virtually unused due to 
the effects of war damage. 

 
18- Closure of the 1994-1999 Structural Funds programmes 
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According to the 2006 Annual Activity Report of the Directorate-General for 
Regional Policy (point 2.2), the RAL for programmes 1994-1999 was further reduced 
by 43% in 2006. According to the Commission, only complex cases are remaining, 
which mainly concern Germany, Spain, Greece, Italy and the United Kingdom.  
 
Can the Commission further elaborate on the complexity of the aforementioned 
cases concerning the aforementioned Member States? 
 
 
Four programmes in Germany (Saxony and Brandenburg), UK (Northern Ireland) and 
Greece (Road Axes, Ports and Airports) account for two thirds of the currently €241 
million of commitments of ERDF for the 1994-99 period still not paid or de-
committed. In these cases the Commission has proposed financial corrections on the 
basis of its examination of the closure documentation sent by the Member State or 
closure audits and the Member State has contested the amount of the correction 
proposed. Such cases involve correspondence, oral hearings of the national authorities 
and the preparation of a formal Commission decision which the Member State can 
appeal to the Court of Justice. 
 
 
 
19- Employment and gender mainstreaming in ERDF 
 
According to 2006 AAR of DG Regional Policy, 411.000 net jobs were created in 
ERDF Objective 1 regions of Greece, Spain, Portugal, Ireland, Eastern Germany and 
Mezzogiorno (Italy). 
 
a) Could the Commission's services please provide qualitative data (full time, 
part time, economy sectors, duration etc.) concerning these jobs?  
 

 
The 411 000 net full time jobs created in Objective 1 regions of Greece, Ireland, 
Spain, Portugal, Eastern Germany and the Mezzogiorno of Italy which are mentioned 
as an example in the AAR of DG REGIO are a forecast based on the HERMIN 
macro-economic model. This forecasts total jobs at the level of the regional or 
national economy rather than by monitoring individuals. It is not therefore technically 
possible to divide them by gender or economic sector. 
 
As far as duration is concerned, the figures are an estimate for total additional jobs in 
2006. This combines both supply and demand-side effects. The demand-side effects 
would disappear relatively rapidly if the spending ceased. The supply-side effects are 
quite stable, building up over the long term.  
 
 
b) Does the Commission have information about the percentage of the said posts 
currently held by women?  
 
 
As noted above, the macro-economic models do not differentiate by gender. It is a 
question of net additional jobs in the regional or national economy, not a matter of 
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identifying specific posts. 
 
DG REGIO is strongly committed to improving evaluation and programme indicators. 
In the 2007-13 programme period it is now a requirement for programmes to measure 
jobs created, differentiated by gender. This method, like macro-economic modelling, 
is not perfect – the data rely on monitoring systems set up by managing authorities, 
may not be comparable between programmes, and will take some years to be 
generated and validated. But in the long run we should  have indications of the gender 
balance of job creation under cohesion programmes. 
 
20- Only 31% of the cases had no compliance errors 
 
According to the Annual Report of ECA, out of 177 cases only 31% of the cases had 
no compliance errors detected and where the reimbursement was correctly made as 
well (mainly because the tendering procedure was missing or not valid).  
 
How does the Commission plan to improve this data? Why does the tendering 
procedure cause problems, when the Financial Regulation governing the 
Structural Funds and Cohesion Fund clearly sets the rules? Do the Member 
States implement these rules differently? Does the Commission need to think 
further and propose a special regulation concerning the structural funds' 
tendering procedure?  
 
 
In the Structural Funds, which are implemented under the shared management system, 
it is the responsibility of the beneficiaries in Member States to organise tendering 
when contracts are to be awarded, and in doing so they must comply with the 
Community public procurement directives, as transposed into national law, other 
national rules, and – for contracts below the thresholds for EU-wide advertising - the 
general principles of the Treaty on non-discrimination and transparency. The EU 
public procurement rules are complex. The Commission recognises them as a high 
risk area and has therefore devoted special attention to this area in its audit work, 
particularly in Greece, Spain, Portugal, Italy and the new Member States.  The 
continuing high level of errors involving non-compliance with the rules that are found 
by the Court and the Commission in their audit work show the need for the 
Commission to maintain and strengthen its focus on this area in its audit work. There 
is also a need for Member States to give guidance to beneficiaries to reduce the risk of 
non-compliance.  The Commission has developed guidelines setting scales of 
financial correction for public procurement irregularities. It applies these itself and is 
recommending Member States to do so. The Structural Fund Directorates General and 
the DG for the Internal Market have formed a working group to develop training 
initiatives in Member States and other preventive actions. A first training seminar was 
held in Romania in 2007. 
 
DG Employment has encouraged the use of public tendering in Member States in 
implementing ESF projects as a means of simplifying the presentation of costs. Few 
Member States are currently using such procedures, Greece, France, the UK, Poland 
and Slovenia being exceptions. Implementation in France has been difficult but is 
now working more smoothly. Weaknesses were reported in the 2006 DAS on a 
Slovenian programme, and DG EMPL is closely monitoring procedures in Poland 
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after recent audits, without having identified major problems at this stage.  
 

 
21- Eligibility error 
 
The eligibility error was the most common error detected by the Court. Every year 
the number of eligibility error is increasing causing material and immaterial damages 
to the program.  
 
Why does the Commission meet with difficulties to eliminate this eligibility 
error? 
 
 
As shown above in the answer to question 2, eligibility errors fall into a wide variety 
of types and many of them are due to lack of awareness or misunderstanding of the 
rules and conditions of funding. The problem of misunderstanding of rules is being 
addressed by a requirement in the Commission's implementing regulation for the 
Structural Funds in the 2007-13 period for the managing authority to ensure that 
beneficiaries are informed of the specific conditions concerning the products or 
services to be delivered under the operation, the financing plan, the time-limit for 
execution and the financial and other information to be kept and communicated. In 
January 2007 the Directorate General for Regional Policy, on behalf of all the 
Structural Funds DGs, also wrote to the Member States recommending them to step 
up their information activities targeted at beneficiaries about the likelihood of 
controls and the risk of loss of funding in the event of failure to comply with 
conditions. Effective first-level controls in the Member States are the key element to 
manage the risk of eligibility errors. The Commission is reinforcing its actions to 
address weaknesses in these controls. In 2008 the Commission is organising a 
conference for managing authorities on the performance of their responsibilities in 
this area.  DG Employment started seminars with ESF managing authorities in 2007. 
A recent seminar in Madrid attracted wide interest with more than 200 
representatives of all Spanish managing authorities and intermediate bodies at both 
central and regional level.  
 
22- Weaknesses of the Management Authority level 
 
Out of 19 control systems the Court did not find any systems completely effective. 
The main weaknesses were concentrated in the functioning of the Management 
Authority level. Since the management authorities are the driving force behind the 
implementation of the structural policy of the EU, it would be advisable not only to 
train and guide the MA staff and the beneficiaries of the projects but also to force 
these people to work more effective.  
 
What does the Commission plan to do? 
 
 
The Commission is already devoting a large proportion of its supervisory activity to 
managing authorities. It issued guidance notes in 2006 on best practices in day-to-
day management checks.  These management verifications are a focus of all systems 
audits and often lead to recommendations to managing authorities and intermediate 
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bodies to improve the coverage and quality of the checks. Furthermore, the 
Commission is asking managing authorities in certain Member States to assess their 
performance on compliance with regulatory requirements through self-assessment 
questionnaires. In addition, the Commission contributes to training activities for 
managing authorities on the requirements under the Regulations. As noted in the 
answer to the previous question, the Commission is organising a conference of 
managing authorities in 2008.  Where there is evidence of serious deficiencies from 
its audits, the Commission will take measures to suspend payments. It will target its 
audits on the high risk bodies in 2008. 
 
With regard to the systems for managing rural development expenditure it should be 
noted that for the new programming period 2007-2013 expenditure will be covered 
by the newly created EAFRD, which will extend the recognised advantages of the 
EAGF Guarantee system to rural development expenditure. A key element is that the 
annual accounts of the accredited paying agencies will have to be accompanied by 
an audit opinion and report by an independent audit service and a statement of 
assurance signed by the heads of these agencies. This institutional set-up based on 
the key role of paying agencies should ensure adequate financial management and 
control of EAFRD expenditure. National summaries will also be provided. 
 

 
 

 
23- Irregularities 
 
In 2006 the highest irregularities were notified among Structural actions (703 
million euros) (17% of increase since 2005).  
 
According to the Annual Reports 2005 and 2006 of OLAF, the recovery of this 
amount is very slow. Why? 
 
 
In general, recovery procedures are becoming somewhat faster compared with 
previous years. 
 
Recovery often has to be pursued through legal proceedings which can be lengthy. 
Some of the cases that are classified as "still to be recovered" are also situations 
where the amounts have become irrecoverable (for instance due to bankruptcy of the 
beneficiary). The Commission's monitoring of the follow-up of reported irregularity 
cases should be improved by the new arrangements for the division of responsibility 
and cooperation between OLAF and authorising officers (see answer to question 10) 
under which the operational departments, such as the Structural Fund DGs, will be 
more active in following up the progress of recovery enabling cases to be closed 
promptly in the OLAF database.  It should be noted that the repayment of EU 
funding following the detection of irregularities does not necessarily depend on 
recovery. In many Member States irregular amounts are systematically withdrawn 
from expenditure declarations as soon as the irregularity is detected.  
 
 
24- Quality of the national supervisory and control system 
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The quality of the national supervisory and control system should be guaranteed. 
One idea is to support the issuing of national declaration of assurance on management 
which certify the effectiveness of the system; another idea is to build in binding and 
precautionary elements in the implementation of structural funds. Finally, in the 
Musotto report 6the rapporteur suggests to introduce a surety system.  
 
What does the Commission think about these ideas? How does it plan to increase 
the effectiveness of the supervisory and control systems? 
 
 
The Commission considers that national declarations by Member States at an 
appropriate political level on the spending of EU funds in their countries would be a 
means of strengthening the basis of the Commission's assurance.  It welcomes the fact 
that such declarations will be provided on a voluntary basis by some Member States, 
in particular the Netherlands, the UK and Denmark. The Commission is encouraging 
other Member States to follow their example.  It believes that it will be important that 
the declarations are audited by the appropriate national body, as the Court of Auditors 
has recommended in its opinion 6/2007.  
 
The Commission is taking steps to maximise the value to be obtained from the annual 
summaries of available audits and certifications required from Member States under 
Article 53b(3) of the Financial Regulation and is issuing a guidance document in an 
effort  to ensure that there is consistent and useful information which will contribute 
to the Commission's assurance (see answer to question 13).  
 
The regulations for the 2007-13 period contain some innovations analogous to the 
assurance statements urged by Parliament in the 2003 discharge.  For example, the 
Member States must provide ex ante an assessment of the compliance of their systems 
with requirements with a formal independent audit opinion, before the Commission 
will make interim payments, and for the first time the audit authority will provide an 
annual audit opinion on the functioning of the systems.  The Structural Funds DGs 
have put in place the procedures necessary to ensure that the compliance assessment 
process will be effective in providing evidence of sound systems having been set up 
before any interim payments are made to new programmes. The 2007-13 regulations 
(Article 73-74 of Regulation 1083/2006) also integrate the “contract of confidence” 
idea into the system by allowing the Commission to rely principally on national audit 
opinions for its assurance.   Another important new element is the power for the 
authorising officer by delegation in the Commission to interrupt interim payments to a 
programme for up to 6 months without a formal Commission decision when there is 
evidence of serious systems deficiencies or irregularities. 
 
A surety system is not considered necessary in the Structural Funds area since the 
procedures exist in the sectoral legislation for the Commission to apply financial 
corrections to a Member State where it concludes that the Member State has failed to 
safeguard adequately Community funds. 
 
 

                                                 
6 2006/2268 (INI) - PE398.324v01-00 
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25- Court judgements 
 
There are more and more court judgements on the fraudulent use of the structural 
funds.  
 
Does the Commission know about these cases? Does the Commission keep track 
of these cases? Does the Commission get to the heart of the matter? 
 
 
The Commission is aware of such cases that come before national courts from its 
close contacts with the Member States’ programme authorities and directly from 
OLAF. It monitors the progress and outcome of the cases and takes any necessary 
action itself afterwards. 
 
As for cases brought before the European Court of Justice, these do not generally 
involve fraud. Most are appeals against Commission decisions applying financial 
corrections for irregular (not necessarily fraudulent) expenditure. The increase in 
these cases is an indication of the greater number of financial correction decisions. In 
the judgments handed down in 2007 the Court consistently ruled in favour of the 
Commission, finding that the Commission had applied sound financial management 
and had met its obligations under the Treaty and the Structural Fund regulations. The 
Commission naturally keeps track of these cases, as in most of them it is a party.  
 

 
26-Corruption cases 
 
With regard to the presently occurring corruption cases in Europe and especially in 
Hungary where it has been clearly perceptible that the present government distributes 
and uses EU Structural Fund monies on the basis of political affiliation and with 
regard to several other similar European cases we would like to ask the Commission 
to let us know how it is planning to deal severely against these cases. 
 
 
The Commission understands that the Committee is referring to alleged irregularities 
in the initial formation of the local partnerships under the rural development 
programme for Hungary for the period 2007-2013 within the scope of Axis 4, 
implementation of the Leader approach, provided for by Council Regulation (EC) No 
1698/2005 on support for Rural Development by the European Agricultural Fund for 
Rural Development.  
 
The implementation of the rural development programme in an efficient, effective and 
correct way is the responsibility of the Managing Authority for the programme, which 
in the case of the Hungarian Rural Development Programme for 2007-2013 is the 
Ministry of Agriculture and Rural Development.  The Commission will clarify with 
the Managing Authority if irregularities in the formation of local partnerships have 
taken place and ensure the appropriate follow-up. 
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