
VI. QUESTIONS TO COMMISSIONER SEMETA 

 
1. Weaknesses in the accounting systems 
 
What has the Commission done in order to correct the weaknesses in the 
accounting systems noticed by the Court in its last Annual Report? 
 
Chapter I of the 2008 Annual Report The Statement of Assurance and supporting 
information: 
"VIII. Without calling into question the opinion expressed in paragraph VII, the Court 
notes that weaknesses in the accounting systems, which are partly due to the complex 
legal and financial framework, still put at risk the quality of financial information of 
certain Directorates-General of the Commission (in particular for pre-financing, the 
related cut-off and for invoices/cost claims) as well as for the fixed assets of the 
European Satellite Programme Galileo". 
 
Would the Commission provide the Parliament with detailed and comprehensive 
information on this issue? 
 
The Accounting Officer of the Commission validates the systems of the 
Directorates-General, in particular in respect of their capacity to provide 
accurate and reliable data to the Commission's central accounting systems. This 
validation has been given to all DGs except 2: 
 
- DG JLS, where there are concerns about assets being incorrectly recorded as 
costs, 
- DG RELEX, where the management of suspense accounts in the delegations 
and the management of assets were not satisfactory. 
 
These weaknesses, as well as certain minor weaknesses in some other DGs, are 
subject to regular follow up by the Commission's accounting services.  
 
Regarding the specific measures taken to improve information provided on pre 
financing, the related cut-off times, invoices and cost claims, the Commission 
continues to address the issues raised and monitor the accounting work of the 
Directorates-General so as to improve the accuracy of the basic accounting data, 
principally through initiatives such as the ongoing Accounting Quality Project. 
 
The main objective of the Accounting Quality project is to help the DGs to put in 
place a strong accounting control environment by providing tools which allow 
the Accounting Officer and the Authorising Officers to enhance the quality of 
the accounting information. The project, based on risk analyses, was launched in 
March 2007 by the Accounting Officer of the Commission and achievements to 
date include: the creation of the network of the Accounting Correspondents, 
guidance on accounting procedures, identification of the accounting controls to 
be performed locally during the year by DGs on their accounts; and those to be 
done centrally by the accounting services; specific instructions and controls 
focused on the annual closure exercise.  



Ad-hoc reports have been developed to monitor the progress, training courses 
have been put in place; and regular meetings with accounting correspondents 
held. 
 
In this context, , there has been increased guidance, training and follow up of the 
issues identified by both the Commission itself and the Court of Auditors as 
potential weaknesses, such as the clearing of prefinancing and the recording of 
cost claims. This is an ongoing process and is leading to continual improvement 
of the accounting data available, as evidenced by the clean opinions on the 
reliability of the 2007 and 2008 accounts. 
 
The Commission has also introduced revised target times for making payments 
to beneficiaries. The new targets are lower than the deadlines already introduced 
in the Financial Regulation and are part of the package of measures intended to 
speed payments to beneficiaries as part of the response to the financial crisis. 
These targets will be monitored quarterly by the Commission services and 
actions taken to reinforce their respect. 
 
With regard to the Galileo project, the Court of Auditors has not criticised the 
accounting treatment applied by the Commission, which is in accordance with 
the EC's accounting rules. The Commission's services, both on the operational 
and accounting side, continue to work with all parties, in particular the 
European Space Agency to ensure that the proper and sufficient information is 
included in the EC accounts. It is of course a complex and long-term project. A 
first change expected from the 2008 accounts will be the inclusion of the assets of 
the EGNOS programme on the 2009 EC balance sheet following their transfer to 
the Commission during 2009. However, since the assets being developed as part 
of the first phase of  the Galileo programme will not be transferred to the 
Commission until late 2010 at the earliest, no assets relating to this part of the 
programme can yet be included on the Commission's balance sheet. The Galileo 
programme will continue to be accounted for in accordance with the accounting 
rules in place (in agreement with the Court of Auditors.) 
 
See also question 1 addressed to VP Tajani 
 
 
2. Risks related to its treasury operations 
 
What has the Commission done in order to advance with the overview of the 
risks related to its treasury operations (DG BUDG), which is part of its Annual 
Accounts?  
When will the Commission provide a clear and comprehensive summary of the 
risks it is exposed to, of how such risks are managed, and which measures have 
been put in place to control, minimise or neutralise them? 
 
A clear and comprehensive summary of the risks the Commission's treasury (DG 
BUDG) is exposed to, of how such risks are managed, and of which measures 
have been put in place to control, minimise or neutralise them, has been 
published every year since 2007 as part of the Annual Accounts. In the annual 
accounts of 2008 this summary is published on page 110. It includes an 



explanation of the regulatory framework within which the EC treasury is 
operated, and provides a list of the risks it is exposed to including details of how 
they are managed.  
 
In addition, in the month of September 2009, following a recommendation of the 
CoA, the Commission's treasury has finalised an internal procedural document 
that provides a consolidated view on the risk management aspects related to its 
operations. 
 
As explained in the referred documents financial risks for the Commission's (DG 
BUDG) treasury are importantly limited by the regulatory framework on own 
resources management (Council Regulation 1150/2000) that imposes that the 
Commission's cash resources be kept on accounts held with the Member States, 
and drawn solely for the purpose of executing the Commission's payments.  As a 
consequence most of the Commission's treasury resources are kept on accounts 
held by the Commission with national treasuries and central banks in the 
Member States, and the amount of funds kept on commercial bank accounts 
remain constantly at very low minimum levels that are required to ensure the 
Commission's payment operations are run efficiently and safely (commercial 
bank accounts are replenished on a just-in-time basis). Exposure to counterparty 
risk is so minimised. In addition specific rating requirements are applied by the 
Commission for the selection of all banks it operates with, and the financial 
situation of such entities is regularly monitored. 
 
The Commission holds however significant balances with commercial banks in 
the area of "fines provisionally cashed". These are funds received from 
companies fined by the Commission for breach of EU competition rules, which 
then appeal against the Commission's decision. Such funds are held by the 
Commission with specifically selected commercial banks, having the highest 
rating levels and subject to regular monitoring, until the respective final 
decisions are handed down by the Court. The amount of these funds at the end of 
2009 was of approximately €8.9bln. 
 
For such deposits, the Commission applied a very strict policy regarding the 
admission of banks and the regular monitoring of their rating and other 
information on the financial situation of the banks. Deposits were authorised 
only in banks with a long term AA rating, up to a maximum ceiling of 5% of 
their respective capital +reserve + subordinated loans. Where banks are 
particularly targeted by the current crisis, DG BUDG takes even more prudent 
approach and reduces the amount even further. 
 
Following a Commission's decision having the main purpose to limit the risk in 
this area, since the 1st of January 2010 all new provisionally cashed fines are 
invested in a fund (managed by DG ECFIN) composed of highly rated EU 
sovereign bonds (see reply to question 4). The above outstanding Commission's 
exposure with commercial banks will therefore gradually decrease until its 
complete extinction. 
 



The Commission's treasury is not exposed to other significant financial risks. All 
operational risks, in particular business continuity and systems security, are 
addressed by specific operational procedures that are regularly kept up to date. 
 
 
3. Transfer funds between Member States’ 
 
For the sake of transparency, the Commission should more clearly document the 
Commission’s procedures to transfer funds between Member States’ own resources 
accounts and better document the specific selection procedure followed in each case. 
 
What are the main problems that the Commission has found in this field? 
 
All procedures related to the transfer of funds between accounts held by the 
Commission with Member States are fully documented and complemented with 
"step by step" instructions whenever this is needed. 
 
Once a month the Commission transfers funds between accounts it holds with 
the different Member States, for the specific purpose of ensuring compliance 
with the provisions of Art 12 paragraph 4 of Reg. 1150/2000 (Own Resources 
Regulation) which requires that "The difference between the overall assets and 
the cash resource requirements shall be divided among (accounts held with) the 
Member States, as far as possible, in proportion to the estimated budget revenue 
from each of them". 
 
The monthly calculations carried out for this purpose follow the documented 
procedures. No "selection procedures" are involved in this area and transfers 
are instructed following cash management rules and circuits that have been 
identified as the most suitable and efficient from an operational/banking 
perspective, and are documented in a special set of working documents kept 
within the treasury department. 
The Commission's treasury has not found any problems in this area. 
 
 
4. Current system for the management of provisionally cashed fines 
 
Parliament supports the Commission endeavours to propose the current system for the 
management of provisionally cashed fines which was subject to a review in 2008. 
 
When will the Commission's decision on this matter be issued? 
 
The Commission has adopted on 15 June 2009 a communication in which the 
College has examined the possible options to replace the current system of 
deposit accounts opened with commercial banks selected by call for tenders. The 
alternative models were: 
-To increase the number of commercial banks in order to reduce the risk per 
individual bank; 
-To deposit the provisionally cashed fines with a national central bank, the 
European central bank or the European investment bank; 



-To deposit the provisionally cashed fines in a fund to be managed by the 
Commission itself (Ecfin-L). 
 
The analysis of the Commission concluded that the objectives of security, 
remuneration and equal treatment of the fined companies would be best met by 
depositing new provisionally cashed fines into a fund managed by the 
Commission (SEC (2009( 749 final). The Commission decided on the same day to 
create this Fund (C (2009) 4264 final of 15 June 2009. A service level agreement 
has been concluded on 18 December 2009 between DG ECFIN and DG Budget to 
specify the detail rules of the Fund in which provisionally paid fines decided 
after the 1st of January 2010 will be deposited. The existing commercial bank 
accounts will be phased out pursuant to the closing of pending appeals before the 
Court of Justice. 
 
 
5. Tolerable risk of error 
 
What are the next Commission's priorities in this field? 
 
The Discharge 2007 resolution calls on the Commission to present proposals on 
tolerable risk for all policy areas. As a result, the Commission will prepare 
concrete proposals for specific TRE levels for all of the thematic expenditure 
Chapters of the Court of Auditors' annual report. Adjustments will be made to 
the methodological approach that was previously used in the 2008 
Communication in order to respond to the Court’s assessment. The Commission 
as auditee will make proposals for TRE but cannot decide on the levels to 
implement: decisions on the level to be applied must be made by the European 
Parliament and Council.  
 
The first proposals will be made in May 2010 for Research, energy and 
transport, and Rural development. These will accompany the Commission's 
proposal for the triennial revision of the Financial Regulation, in which the 
concept of TRE will be enshrined. Communications covering External aid, 
development and enlargement and Administrative expenditure will be presented 
before the end of 2010. Work on the remaining policy areas will be completed in 
2011 except for Cohesion policy which will be completed in 2012 (on 2010 data) 
by which time the new period legislation will govern the majority of expenditure. 
 
See also question 8 addressed to VP Kallas 
 
 
6. Administration costs (overhead) 
 
Welche Anstrengungen hat die DG BUDG im Jahr 2008 unternommen, um den 
erheblichen Anteil kommissionsinterner Verwaltungskosten (Overhead) von 30-
50% für Politikkoordination u.ä. zu senken und Personal in den operativen 
Bereich umzuschichten. Wie hat sie sich dabei mit der DG ADMIN koordiniert; 
welche Wirkung zeigten diese Maßnahmen in 2009 und 2010? 



 

 
Welche Anstrengungen hat die DG BUDG im Jahr 2008 unternommen, um den 
erheblichen Anteil kommissionsinterner Verwaltungskosten (Overhead) von 30-
50% für Politikkoordination u.ä. zu senken und Personal in den operativen 
Bereich umzuschichten? Wie hat sie sich dabei mit der GD ADMIN koordiniert; 
Wird die Kommission das vom Parlament auch für das Jahr 2008 geforderte 
Personalscreening 2010 fortsetzen? In welcher Weise wird dies dem 
Europäischen Parlament kommuniziert? Will Commission continue this exercise 
by submitting by the end of April 2010 a follow-up report to the Commission 
services working paper "Planning & Optimising Commission Human resources 
to serve EU priorities", setting out for every individual Directorate General, 
Office and Agency the actual number and percentage of 
- staff allocated to coordination functions and also policy support functions 
- staff directly bestowed with monitoring the implementation of EU-law in the 
Member States 
- (in addition to the past and current working papers' ambit) any other staff not 
included in the aforementioned groups but in occupation with the individual 
Directorates General, Offices or Agencies, including a clear and concise 
description of the activities of such staff? 
 
The follow-up report shall also show separately and clearly, how many staff is 
allocated strictly to carrying out Commission's duties under Art. 211 of the 
Treaty establishing the European Community. 
 

 
 
See also question 11 addressed to C. Day and question 9 addressed to VP Kallas  
 
To implement the Commission's screening commitment of 2007 to concentrate 
resources on operational activities, it is our collective duty to make sure the 
allocation process follows lean structures and leads to the best results. Here are a 
few illustrations of our means and results :   
  - Redeployment from support and coordination functions to operational 

English working translation (1st part only) 
In 2008, which efforts have been made by DG BUDG to lower the significant rate 
of 30-50% of Commission-intern administration costs (overhead) for political 
coordination or the like and to regroup staff into the operative activity area? In 
which ways has the DG coordinated itself in this issue with the DG ADMIN? Will 
the Commission continue the staff screening in 2010, which has been demanded 
from the European Parliament? How will this be communicated to the European 
Parliament? 

(English working translation) 
In 2008, which efforts have been made by DG BUDG to lower the significant rate 
of 30-50% of Commission-intern administration costs (overhead) for political 
coordination or the like and to regroup staff into the operative activity area? In 
which ways has the DG coordinated itself in this issue with the DG ADMIN; what 
impact has this measure had in 2009 and 2010? 



activities has been pursued since the 2007 Screening of Human Resources; it is 
pursued whenever possible, as illustrated in the 2010 APS (annual policy 
strategy) decision and 2010 PDB (preliminary draft budget) working document 
on Human Resources. For 2010 the redeployment of some 600 posts served to 
tackle the consequences of the current financial and economic crisis, to 
consolidate research programmes in the field of transport and energy, to 
enhance political and trade functions in EU delegations in third countries, to 
reinforce representation offices in the Member States and develop corporate 
communication tools.  
 
The Honourable Members will find the exact breakdown of figures by policy 
groupings and work profile on pages 71-72 of PDB 2010 Working Document II 
"Commission Human Resources & Administrative Expenditure":  

- Activities related to internal and external policies are those mostly 
reinforced (respectively 58% and 19% of the redeployment effort) 

- And redeployment mainly benefits policy making and law 
making/monitoring/enforcement profiles (respectively 36 and 28% of the 
redeployment effort). 

 
..- Besides, and in order to strengthen redeployment towards operational tasks,  
DGs are regularly invited to look at their % of administrative support & 
coordination function against other DGs of their family in order to create a 
benchmarking effect. 

 
To perform its duties in accordance with the Treaty, the Commission delivers the 
EU policies and reports regularly to the budget and discharge authorities on the 
achievements and the use of its resources. The Commission will continue to do so 
in the spirit of a 'budget by results'.  
 
- The respect of the roles of each institution should remain a guiding principle so 
that the Commission, as an executive body, is judged on results on the basis of 
the budgetary means authorised in the annual budget, including human 
resources. 
 
- In 2007 the Commission carried out at the request of the European Parliament 
a thorough 'screening' of all its activities and assessed the share of its human 
resources allocated to "administrative support and coordination functions". The 
result was that in January 2007 an estimated 31.8% of its overall human 
resources were used for administrative support and coordination functions. Since 
then, there has been a gradual shift of human resources from support & 
coordination activities to 'operational' activities with the share of the former 
declining to 30.9% in 2009. As requested, the Commission has duly reported to 
the European Parliament each year in the course of the budget procedure.  
 
In the spirit of transparency which has presided over the screening exercise since 
its introduction, the Commission will update the yearly report by the end of 
April 2010, together with the usual staffing data by service regularly provided as 
part of the working documents accompanying the Draft Budget 
 
 



7. Direct management of EU funds - simplification  
 
Durch welche konkreten Maßnahmen hat die Kommission auf die Forderungen 
des Europaparlaments im Entlastungsbericht 2007 (Berichterstatter Audy) nach 
Vereinfachungen im Bereich der direkten Mittelverwaltung - dort Nrn. 112 ff - 
reagiert?  
 

 
In the research area a number of simplifications have been introduced : 
 
• The introduction of the guarantee fund has allowed the Commission to 

reduce the number of several ex-ante controls. In FP7 the Commission 
requests much fewer certificates on the financial statements (FP6: audit 
certificates). Probably four out of five participants will never have to provide 
such a certificate. Overall, the number of required certificates will decrease 
by a factor of 10 compared to FP6 (average number of certificates by project 
in FP6 in the order of 20, in FP7 in the order of 2).  

 
• The Commission also has to carry out much fewer ex-ante financial capacity 

checks. Only coordinators and beneficiaries asking for more than € 500 000 
contribution will be checked, leading to the effect that nine out of ten FP7 
participants will be exempt from ex-ante checking.  

 
• The Commission has successfully introduced the concept of unique 

registration of participants and the related IT systems. Participants are 
registered and validated once and the information is reused for all 
subsequent participations. The central registry is used for all programmes 
managed by the four "research DGs". Nearly 17 000 entities are already 
registered and validated now. 

 
• The overall average time-to-grant in FP7 is currently about 330 days, i.e. 

about 30 days shorter than in FP6. Hence, the start of FP7 went much more 
smoothly than the start of the previous framework programmes. A 
comparison of 17 funding agencies in the field of health research in the world 
showed that a 1-year time-span from calls' deadline to research start seems to 
be the rule for collaborative schemes with many beneficiaries requiring 
negotiation elements (this is in particular the case for the US National 
Institutes of Health centres of excellence).  

 
• The Commission has made major progress in improving the practical 

processes of proposal and grant management. The majority of the 
Commission's interactions with beneficiaries are now via Web-based online 
applications as the Commission moves towards e-FP7. The electronic 
proposal submission system functions well since several years. The new grant 
negotiation system NEF introduced with the start of FP7 is a real success. 

English working translation 
By which concrete measures has the Commission reacted to the demands from the 
European Parliament in the discharge report 2007 (rapporteur Audy cf. there Nos. 
112 et al ) for simplification in the area of direct management of EU-funds? 



Since the beginning of the year the Commission also has an online system for 
the submission of financial statements and project reporting. All these 
systems are interlinked and connected to the back office systems, presenting 
the user at each process step with Web forms pre-filled with all the existing 
data, avoiding thus repeated requests for the same information. 

 
• Since the start of FP7, the Commission operates a single research enquiry 

service for all questions of participants related to proposal and grant 
management.  

 
In the coming months the European Commission will adopt a Communication to 
the Council and the European Parliament on simplification that explores options 
for further simplification in research funding. This communication should 
launch a broad inter institutional discussion and will permit us to consider new 
concepts  for research funding such as the systematic resort to flat rate and lump 
sums and result-based instead of input-based funding as recommended by the 
European court of Auditors. 
 
 
8. Transfer of Unit B5 (DG BUDG) 
 
In 2008 Unit B5 (Evaluation including all staff) was transferred to the Secretariat-
General. What was the reason for this? Was there any inefficiency before? What 
results can the Commission report? What results does Commission expect from 
this change in 2010? 
 
See also  question 16 addressed to C. Day 
 
Evaluation was initially developed in the Commission in the 1990s to ensure 
accountability, budgetary stringency and effective programme execution. Mainly 
based on the Financial Regulation, the traditional focus has been on expenditure 
programmes. However, since the Evaluation Unit was established in DG BUDG 
in 2001, the broader context has changed in a way that explains the need to 
reinforce the link between evaluation and strategic decision-making of EU 
policies. 
 
Most notably, as a part of the implementation of Activity Based Management the 
Commission has introduced the strategic planning and programming (SPP) 
cycle, where Evaluation provides relevant information that is essential to 
evidence-based decision-making for planning, designing and implementing EU 
policies. 
 
Moreover, the Commission’s comprehensive strategy on better regulation, which 
seeks to improve the quality of proposed new legislative measures and to simplify 
the existing body of EU legislation, has an impact on evaluation. The 
introduction of impact assessment has created the need to ensure coherence with 
the evaluation framework.  
 
Neither the Commission nor the European Court of Auditors had spotted any 
inefficiency before the transfer of the unit from DG BUDG. Nevertheless, the 



Commission considered that more synergies could be obtained through the 
proximity of Evaluation and Impact assessment units, especially regarding the 
planning and the use of evaluation results into the decision-making process. The 
Commission expects that those synergies positively impact on the design and 
setting up of the next Multiannual Financial Framework and corresponding 
policy legislative acts.  
 
Finally, there is also a need for an increased effort in evaluation of regulatory 
measures, which President Barroso emphasised in the Political Guidelines for the 
new Commission. 
 


