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Mr. Chairman,  

Honorable members of the Committee and from budgetary control committees of national 

parliaments,  

Ladies and gentlemen, 

 

 

I am honoured to have been invited to address this second joint meeting between the 

European Parliament's budgetary control committee and its national counterparts, which I 

believe demonstrates our common interest in securing the effective and proper use of EU 

funds at all levels of administration. 

Today - and following the presentations on plans and achievements in member states - I 

wish to give you the European Court of Auditors' perspective on annual summaries and 

national declarations, with particular reference to our opinion on the subject.  

For the sake of completeness I will start with a brief overview of the background to this 

issue, before moving onto the contents of the opinion.  

 

Background to annual summaries and national declarations 

The Commission's reaction to the Court's opinion on single audit and to the European 

Parliament recommendations ("Wynn report", March 2005) for the 2003 discharge was to 

prepare, in June 2005, a "roadmap to an integrated internal control framework".  

One of the issues most discussed was the European Parliament recommendation that the 

highest managing authority (i.e., finance minister) of each member state should be required 

to state each year whether proper control systems were in place. The Commission 

accordingly proposed, inter alia, that member states should provide annual ex ante 

disclosure statements and ex post declarations of assurance at the highest level; and  request 

the national audit institutions to audit the ex post declarations of assurance and report to 
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national parliaments on the result. 

This proposal (aimed at introducing a complete and logical framework for national 

declarations) met with ECOFIN's opposition. The Commission therefore restricted itself 

to ensuring "that existing declarations, and those provided for in the forthcoming legislation, provide the 

maximum impact in terms of improving assurance on the effectiveness of the relevant control structures for 

shared management (with the member states) and indirect centralised management (for instance the research 

expenditure)."  

Although ECOFIN was largely against single national declarations signed by the highest 

authority (finance minister), certain member states have launched differing voluntary 

national declarations or audit initiatives in this area. 

We have already been given a comprehensive overview of the Dutch and UK initiatives, 

but I think it would be worthwhile to briefly refer the Danish experience.  

The national audit office of Denmark has for the 2005 and 2006 financial years issued 

(within its annual report) a statement on the audit of the EU funds, which includes 

opinions on: 

 the reliability of accounts: whether they have been prepared in accordance with the 

national accounting rules and whether they give a true and fair view of the income 

and expenditure and financial position at the year end; 

 the legality and regularity of the underlying transactions: whether they are legal, 

regular and in compliance with Commission and Council provisions. 

The statement also presents specific observations on agricultural subsidies and, in terms of 

revenue, on customs duties, agricultural levies and VAT contributions. 

For 2006 the declaration has identified a number of problems and weaknesses, particularly 

in customs duties and agricultural levies, which the public accounts committee of the 

Danish parliament has taken note of. I believe this demonstrates the utility of such 

statements by highlighting issues which may not otherwise be identified and communicated 

at the highest political level. 

These developments need to be considered in the framework of the revised Financial 
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Regulation (in force since 1st May 2007). This explicitly introduced two significant 

elements within the sphere of sound financial management: on the one hand, effective and 

efficient internal control for budget implementation, applicable also to the member states 

in the shared management areas; and, on the other, a new obligation for member states to 

present an annual summary at the appropriate national level of the available audits and 

declarations. 

To place these requirement into their widest context, the Lisbon Treaty (signed on 13 

December) underlines the shared management responsibilities by adding in Article 274 that 

the Commission implements the budget in cooperation with the member states.  It also 

adds that the control and audit obligations underlying these obligations are laid down in 

legislation. Therefore effective application of the requirements of the Financial Regulation 

arguably become of even greater importance. 

 

The Court's opinion 6/2007  

Since discussion on this subject was first started by Parliament there has been considerable 

expectation about the Court being able to 'use' the annual summaries, the national 

declarations, and other elements of an improved internal control system. In order to set out 

its view on these issues the Court published its opinion No 6/2007 last July. 

The Court's opinion covers three elements. The first is the new requirement introduced by 

the revised Financial Regulation for annual summaries. The second is the national 

declarations by some member state authorities, launched as voluntary initiatives within the 

context of accountability to national parliaments, and audited by the respective national 

audit bodies. And the third is the voluntary reports and certificates of national audit bodies 

on management of EU funds within their member states.  

The annual summaries introduced by the revised Financial Regulation are an additional 

element of internal control. If they highlight strengths and weaknesses they could stimulate 

improved management and control of the EU funds in shared management areas. 

The Court is of the opinion that the Commission should undertake adequate supervision of 

the annual summaries - the quality of which will depend on the quality of the underlying 
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declarations - to ensure they are consistent, comparable and useful. Whereas the legislation 

restricts the annual summaries to simple sector-specific summaries, the Court takes the 

view that the Commission should promote value-added to the process, such as 

identification of common problems, possible solutions and best practices. This would 

require an agreed approach between the Commission and national authorities on the form 

and content of the summaries, particularly on how to bring together the findings and 

conclusion of the underlying declarations and audit work.  

Given that this represents a new exercise with a demanding timetable it is possible that 

some member states may experience problems in meeting the deadline of 15 February 2008 

for producing the first annual summary. The Commission should therefore anticipate the 

need to compensate for late or missing submissions in view of its own supervisory 

responsibilities.  

I turn now to national declarations. By focusing and demonstrating national accountability 

for the use of shared management EU funds, national declarations are intended to lead to 

improved management. The question is whether they would go a step further than annual 

summaries by providing useful additional information or insight. The answer depends on 

the scope, quality and - above all - objectivity of the work that underlies them and the 

formulation of the results into conclusions.  

Overall, by being an additional accountability link between member states and the 

Commission the national declarations can be considered as a new element of internal 

control, and the Commission and the Court should consider them in this respect.  

The Court recognises the possibility of using the potential assurance provided by the 

audited national declarations, while respecting the requirements of international auditing 

standards. As a precondition to using this assurance, the national declarations would need 

to be of appropriate scope, approach and timing. This last aspect is of key importance for 

the Court's Statement of Assurance (DAS) work which needs to comply with the strict 

timetable established by the Financial Regulation. For example, the publication of a 

national audit statement on the 2006 financial year in November 2007 is too late for 

consideration in that year's DAS exercise, but can contribute to the planning of the 2007 

and 2008 exercises. 
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In respect of complying with international auditing standards, a single overriding 

requirement emerges: the external auditor wishing to rely on, or use, the opinion or work 

of others must obtain direct evidence of the sound basis of the work. 

At this point it is important to underline some practical considerations. The Court, as you 

know, audits policy areas comprising spending in many and often all member states. This 

horizontal view is one of the strengths of the Court's role and essential to meeting its treaty 

requirements. As such, the proportional significance of each individual member state is 

limited compared to spending as a whole, particularly in a Union of 27. However, the work 

Court is required to undertake to ensure that a national declaration can be relied upon is 

considerable.  

Both the sectoral opinions (underpinning the annual summaries) and the various national 

declarations and audit initiatives have a common characteristic: they examine and conclude 

on systems of internal control. National declarations may also provide specific opinions on 

the legality and regularity of the underlying transactions. Experience suggests that the major 

risk for the latter occurs in the reliability of the information supplied by beneficiaries when 

claiming EU funds, rather than in the way that information is processed by Member States 

or the Commission. A declaration that systems are functioning as required by EU 

regulations may not in itself provide assurance that the underlying transactions concerned 

are legal and regular - this needs to be evidenced by direct testing of the underlying 

transactions.  

Taking all these aspects into consideration, the Court's audit approach could be envisaged 

along the following lines. 

Being an integral and compulsory part of the internal control system means that annual 

summaries will be integrated into the Court standard audit procedures. This could include 

assessing the contribution annual summaries make to overall internal control and how the 

Commission manages the process and uses the information they provide for its supervisory 

role. Furthermore - and as I touched on earlier - the Court will need to examine how the 

Commission reacts to, or compensates for, late or missing summaries. 

One focus for the Court's approach to national declarations or national audit work should 

be their impact on, and use by, the Commission - our principal auditee. This could include 
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assessing how the Commission provides guidance, how it takes the findings into 

consideration, how it assures itself of the reliability of the declarations and how it adapts its 

own control activities in response.  

As regards the Court's Statement of Assurance (DAS), a distinction should be made 

between the national declarations alone, and the national declarations audited by the 

national audit institutions. National declarations share some of the characteristics of 

management representations: they may provide relevant information about the 

implementation of the EU budget (and can therefore be of great use for planning, for 

example), but do not themselves constitute conclusive audit evidence. Nor is it the Court's 

responsibility to audit their reliability, unless the Court wishes to use them.  

Opinions produced by national audit bodies on systems and/or the legality and regularity 

of income and expenditure - whether freestanding or as opinions on national declarations - 

may constitute audit evidence on which the Court can place reliance, subject to 

international auditing standards, as I mentioned before. The Court will, based on these 

standards, take them into account when planning and undertaking its work.  

This means that the assurance provided on systems could be used by the Court in planning 

financial/compliance audits both in assessing control risk and within the application of the 

audit assurance model. If tested, and found to be reliable, the work of the national audit 

bodies could be used by the Court in the context of its system testing - including tests of 

controls. Where systems are proven to be effective the amount of direct substantive testing 

can be reduced. If seeking to rely on the work of the national audit bodies, international 

auditing standards require the Court to satisfy itself about the suitability and quality of the 

work done. In practice this will require increased cooperation between the Court and the 

national audit bodies  

Common standards of approach and methods may increase the potential for the Court to 

rely on the work of the national audit bodies. The approach to the audit of EU funds by 

the national audit bodies is being addressed within the mandate of the Contact Committee 

Working Group responsible for "developing common auditing standards and comparable 

audit criteria tailored for the EU area", chaired by my colleague Prof. Bonnici.  
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Overall conclusions 

Mr President, 

I wish to conclude by underlining that the annual summaries and voluntary national 

declarations have the potential to reinforce national responsibility and accountability for 

the use of EU funds, as well as to contribute to greater transparency in the process. If 

effective, they could promote improved management and control at national level. 

At Community level the Commission should consider using the annual summaries to 

identify, and promote, best practices within (and between) Member States. It also needs to 

consider how to compensate for late or missing summaries given the strict deadlines 

involved. 

To further reinforce the utility of annual summaries the Commission should examine the 

relationship between compliance of systems with regulation and the criteria used for 

judging the acceptable level of legality and regularity of underlying transactions within the 

underlying sectoral opinions.  

In my view, a precondition for more efficient audit by the Court is the effective operation 

of the internal control framework, within which annual summaries and national 

declarations could play an important role.  

Before finalising I would like to make one thing clear: the existence of annual summaries or 

national declarations will not in itself lead to improved financial management. At best these 

documents can give a true assessment of the situation, and at worst - and if not sufficiently 

objective - they could contrive to hide poor management. The key to success is through 

effective management and oversight of the process, both by ensuring that the declarations 

are realistically prepared and - equally importantly - by making active use of the information 

they provide to achieve sound spending of the European Union budget for the benefit of 

its citizens.  

 
Thank you for your attention. 


