
 

 

Agenda on discharge, audit, anti-fraud 2010- 2014 

 

In his Political Guidelines of September last year, President Barroso stressed the 
importance of developing a special partnership between the two European 
institutions “par excellence” – the Commission and the European Parliament, to 
identify, articulate and give reality to the European interest. 

During my mandate, I intend to shape and deepen this partnership with the 
Budgetary Control Committee of the European Parliament by focusing on an 
effective protection of the financial interests of the European Union. Therefore, I 
will concentrate my efforts on what I recognise as our “common values”: 
improving the financial management of the European Budget and fighting 
effectively against any form of fraud source of injustice and discredit for the 
European project and its promoters. 

This agenda is divided in two main parts: the discharge and audit on one hand, 
and the anti-fraud policy and OLAF on the other hand. 

By presenting my agenda, I reply to your invitation to debate with you about my 
priority actions for my mandate, three months after my entry into office. This is 
also for me the opportunity to engage in a structured dialogue following the 
adoption of the Commission work programme for 2010 and beyond. Finally, 
certain concepts and measures I introduce in this agenda take already into 
account the discharge resolution for the budget 2008 which I and my fellow 
Commissioners have received as a strong encouragement to pursue the efforts 
initiated by the previous team and to do that in close cooperation with the 
European Parliament for the benefit of the European citizens, tax payers and 
beneficiaries. 

Discharge and Audit 
 
The following agenda sets out the planned steps that I intend to pursue to ensure 
that the Commission continues receiving a positive discharge until the end of its 
mandate in 2014 and beyond. This means further reducing the level of error to 
strive towards an unqualified assurance statement from the Court of Auditors 
(DAS) on the financial transactions. That implies finding the right balance 
between reinforced accountability of EU funds managers and simplification of 
rules but also involving the main stakeholders in a new partnership aiming at 
improving the sound financial management and including the necessary 
improvements in the next generation of programmes. 
 
The Commission has already over the last years achieved substantial progress 
in improving its financial management. The red area has halved since 2003, 
thanks notably to the 2006 integrated internal control framework action plan, the 
improved legal bases of the spending programmes in the 2007-2013 period, 
more recent simplification efforts and the structural funds action plan. The 
Commission will continue to monitor the impact of the measures already 
implemented. 
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In its 2008 discharge resolution adopted on 5th May 2010, the European 
Parliament has set a quantified intermediate objective of "a further 20 % of the 
budget …given a 'green' classification from the Court of Auditors by 2014". This 
is interpreted as bringing the green area from 47% to 67 % in the annual report 
on budget year 2012, which the European Parliament will discuss in 2013/2014. 
The Commission agrees to do its utmost for accelerating the reduction of error 
rates so as to contribute as much as possible to increasing the European Court 
of Auditors "green" classification by a further 20% of the budget by 2014. Any 
development of the respective percentages of the various colours (red, yellow, 
green) will depend on four factors: 

* the legislation which determines the quality of the systems and which cannot be 
modified with short-term effect. The effect of 2007-2013 legislation in all the MS 
is progressively being assessed; 

* the full effect of the Action plans already set up which will be reflected only 
gradually in the error rate measured by the Court; 

* the structure of the annual report (the Court envisages the division of the 
current chapters on cohesion and agriculture), 

* the way in which the Budgetary authority and the European Court of Auditors 
will take into account the Commission's proposals on Tolerable Risk of Error. 

The agenda on discharge and audit until 2014 would thus comprise the following 
elements: 

1. STRONGER TOOLS IN A REVISED REGULATORY FRAMEWORK 

1.1. Financial Regulation and its Implementing Rules 
 
The triennial revision of the Financial Regulation will provide for simplification of 
spending rules and serve as framework for the future legal bases with regard to 
implementation modalities. It is proposed to simplify cost reimbursements 
(extending the range of approaches available, for example by permitting greater 
use of lump sums and flat rates, where there is clear indication of potential 
efficiency gains and error reduction), management modes and grant provisions. 
 
1.2. Simplification: Communication in the autumn 2010 

In time before the proposals for the new financial period, a communication 
should provide the methodological guidance on how to simplify legislation. Based 
on a systematic analysis of the most frequent causes of error in the current 
legislation, its purpose would be to identify concrete recommendations for 
simplification and define the main criteria to be used in developing the proposals 
for the post-2013 legislation.  The objective of the paper would be to ensure 
coherence in proposals and incorporate lessons learnt in the next generation of 
programmes. 
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1.3. Tolerable Risk of Error 
 
The Commission just adopted the first Communication on the Tolerable Risk of 
Error (TRE) for Research, energy and transport, and rural development. 
Communications covering external aid, development and enlargement and 
Administrative expenditure will be presented before the end of 2010 and the 
remaining expenditure areas will be covered progressively until 2011 (Structural 
funds). The proposals include the evaluation of the resources given over to 
control these policies. I intend to encourage the legislative authority and the 
European Court of Auditors to agree on the new approach and to take the TRE 
into account already before the entry into force of the new Financial Regulation. 
 
1.4. New proposals for the new generation of spending programmes 
 
The Commission has decided that proposals for programmes are to be 
accompanied by an assessment of costs of control and inherent risks. This 
will become particularly relevant with the legislative proposals for the new 
generation of legal instruments, which should systematically contain information 
on control systems (risks and costs). 
 
1.5. Promoting the quality of spending 
 
This would entail developing and measuring, as well as reporting on qualitative 
indicators of results achieved. This is in line with the Court of Auditors' emphasis 
on performance in special reports and in its opinion 1/2010 on 'Improving the 
financial management of the European Union budget: Risks and challenges'. 
Although the Commission itself has improved the information in the activity 
statements accompanying its draft budget proposal and regularly conducts 
evaluations of its spending programmes, I believe we need to do more for the 
current programmes and to define better qualititative objectives when designing 
the next generation of programmes. 
 
1.6. Involvement of the Internal audit in the discharge process 
 
Under its Charter, the Commission's Audit Progress Committee is monitoring the 
follow up given by the services to audit recommendations not only from the 
internal auditors but also from the Court of Auditors and the discharge authority. 
However, today, except for the internal audit reports, this monitoring is based 
mainly on statistical information and does not sufficiently assess whether the 
actions taken address adequately the weaknesses. 
 
The Commission's internal auditors could play a bigger role in the follow-up of 
audit recommendations issued by the European Court of Auditors and taken up 
by the discharge authority in the discharge requests. This would enable the Audit 
Progress Committee, not only to monitor the completion of the actions but also 
the adequacy of the reply given to implement effectively the recommendations. 
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1.7. External actions 
 
Regarding the information available on Non Governmental Organisations 
(NGOs) the identification of the 'not for profit' status of beneficiaries would be 
introduced in the accounting system (see art 246 discharge resolution1). Follow-
up to Commissioner Sefcovic's announcement will be given to increase 
transparency on NGOs and their link to lobbying. 

The Financial Regulation will contain a proposal to establish European Trust 
Funds, thereby allowing the Commission to itself manage contributions from 
other donors. With regards to cooperation with International organisations, the 
Financial Regulation will consider this as one form of indirect management, 
thereby requiring some form of management declaration to be given. 

2. INVOLVEMENT OF STAKEHOLDERS - A NEW PARTNERSHIP 

2.1. Management assurance from the Member States 
 
As mentioned in the letter from me and Commissioner Lewandowski to the 
Budget Control Committee dated 2 March 2010, the Commission intends with the 
revision of the Financial Regulation to optimising Member States contribution to 
assurance by introducing a requirement for annual management declarations 
of assurance from the appropriate bodies in the Member States, complemented 
by an independent audit opinion and error rates by fund following an approach 
similar to that successfully used in the agricultural sector and taking into account 
that the legislation of the structural funds for 2007-2013 contains already certain 
provisions to that effect. With my fellow Commissioners, I will encourage Member 
States to apply these provisions already before the entry into force of the new 
legal provisions as they translate the reinforced responsibility of the Member 
States in structural action included in Article 317 of the Treaty on the functioning 
of the European Union. 
 
2.2. Assessment of annual summaries and national declarations 
 
I intend to propose to the Commission to: 
 
-report and analyse best practice as well as lessons learned from annual 
declarations every year with a scoreboard; and 
 
- provide an evaluation of the national declarations and the annual 
summaries after 3 years of existence by the autumn 2010. 
 
 
 

                                                 

1 246 Invites the Commission to establish a public register of NGO-type bodies funded by Commission services, to 
harmonise its various databases on beneficiaries receiving funds from the EU budget or the European Development 
Fund, to indicate in its accounting system the 'not-for-profit" nature of the beneficiary entities and to look into the 
possibility of expanding the register of interest representatives by including information about their funding received 
from the EU;  
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The idea for an evaluation of the current practice of annual summaries stems 
from the 2007 discharge resolution. This evaluation will usefully illustrate the 
proposal made in the Financial Regulation. The Commission thereby follows-up 
also on the request made by Council in its 2007 and 2008 discharge 
recommendations.  
 
2.3. Promotion and guidance for voluntary national declarations 
 
In close cooperation with the Member States who already provide a national 
declaration signed at political level on a voluntary basis, I will propose to the 
Commission to present the results of the analysis of the national declarations 
received so far with the aim of defining key aspects, format and scope which 
would guarantee maximum added value and extensively contribute to the 
Commission's overall assurance. 
 
2.4. Organisation of a debate gathering all stakeholders to discuss the 
new partnership and future of the discharge. 
 
This request features in the 2008 discharge resolution which I fully support. The 
aim would be to address with the main stakeholders at European and national 
levels the challenges we are facing to reduce further the error rate in the 
execution of the EU Budget and how we should optimally use the lessons 
learned from the past experience and the progress made more recently with the 
new programmes and action plans to design the future management and control 
framework, notably in the perspective of the next multiannual financial 
framework. The discussions could also focus on the TRE and the dilemma of a 
positive discharge based on a qualified Statement of Assurance (DAS) by the 
Court of Auditors. 
 
It would be the best opportunity to reach consensus on items that require the 
cooperation of various stakeholders, for instance the structure of the DAS or the 
length of the discharge procedure. The responsibilities of the various “spending 
actors” and the right balance between simple rules, preservation of policy 
objectives and effective financial control are other themes deserving a large 
debate also in the perspective of the next multiannual financial framework. 
 
2.5. Increase cooperation with Supreme Audit Institutions and national 
Parliaments 
 
While fully respecting independence and national sovereignty, an enhanced 
cooperation with the national Supreme Audit Institutions (SAI) could further the 
single audit concept and the awareness at national level of the importance of 
sound financial management of EU funds. Cooperation between the European 
Court of Auditors and SAI is already an on going process, in the contact 
committee on agreed methodology and in planning joint audits. 
 
The Commission will continue to provide annual payment data to the national 
SAIs and Finance Ministries and examine with these recipients, as well as other 
national audit bodies, how to further "add value" to the information provided and 
to the audit process more generally. A single point of contact will be nominated to 
deal with this aspect. 
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I will encourage developping cooperation between Commission services and SAI 
or other national audit bodies to make best use of existing audit evidence and 
resources. This action is expected ultimately but indirectly to contribute to 
improving the management and control systems in the Member States while 
contributing to the Commission's overall assurance. 

3. IMPROVEMENT OF INFORMATION ON RECOVERIES AND FINANCIAL CORRECTIONS  

The 2009 provisional accounts signed on 31 March 2010 already contained 
much more extensive information, providing for the first time figures on 
recoveries and financial corrections decided by the Commission and 
implemented in 2009. For Agriculture and the Structural Funds, the figures are 
detailed by Member States. 
 
As by the Structural Funds action plan, the information available from Member 
States on corrections made at national level (replacement of projects) remains to 
be improved. The Commission will pursue its efforts to improve the quality of the 
Member States information by completing its on-the-spot verifications of the 
quality of the Member States' systems for recoveries in 2010, making further 
recommendations and enhancing best practices on the basis of findings. 
 
 
Anti fraud policy and OLAF 

During my mandate, I will deal with several very important institutional matters 
concerning OLAF: The vacancy notice for the Director (General) of OLAF and 
the (re-) appointment of the Supervisory Committee. I will re-launch the debate 
on the reform of OLAF by presenting a reflection paper to the European 
Parliament and to the Council before the summer break. The following step will 
be in 2010-2011 an amended proposal regarding the OLAF Regulation. Apart 
from that, the Commission will launch the preparatory work for the establishment 
of a European Public Prosecutor Office (EPPO) from Eurojust. A communication 
is planned for the year 2013. 

Apart from that the efficiency of the activities of OLAF has to be further 
strengthened and the anti-fraud strategy of the Commission has to be examined 
and if needed updated. Therefore I would like to outline the following: 

4. OLAF 
 
The priorities for 2010 are the appointment of a new director general for OLAF, 
the re-appointment of the Supervisory Committee, and the preparation and 
presentation of the reflection paper on the reform of OLAF while laying the 
ground for other actions planned for the rest of the mandate. 
 
4.1. Vacancy Notice for the Director (General) of OLAF 
 
The Commission has already fulfilled the first of these important tasks with the 
publication on the vacancy notice in early April. As required by the OLAF 
regulation, the Supervisory Committee will have to give a favourable opinion on 
the shortlist agreed by the Commission. Then this list will be submitted to the 
European Parliament and the Council. While it is important that we move forward 
quickly in finding the new Director General, the first priority is to find the best 
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possible candidate for this post. A letter with a draft timetable will be sent within 
these days to the European Parliament and to the Council. 

4.2. Supervisory Committee of OLAF 

The five present members of the Supervisory Committee have taken up their 
duties on 30 November 2005. Their term of office therefore expired on 30 
November 2008. However they remained in office in accordance with Art. 11 § 4 
of Regulation (EC) No. 1073/1999. 

The Commission launched in 2008 a procedure for the (re)appointment of the 
members of the Supervisory Committee which could not be finalized before the 
last European elections. Therefore a new procedure has been launched now. I 
have sent on 25 May 2010 a letter to the European Parliament and to the Council 
in this respect. 

As all members have agreed to a second term, the re-appointment of the present 
members of the Supervisory Committee could be envisaged. The mandate of the 
present members of the Supervisory Committee would expire on 30 November 
2011. I am confident that we can reach soon a common accord with the 
European Parliament and the Council on this issue. The selection procedure for 
a new Supervisory Committee has to be launched in due time. 

4.3. Reflection paper; legislative proposal on OLAF Regulation 

As outlined in my hearing it is a matter of priority to deliver the requested 
reflection paper on the reform of the legal basis for OLAF. It will be presented to 
the European Parliament and the Council before this summer break and will 
follow a two step approach: 

In the first stage through a reflection paper which will identify convergent and 
divergent points in the Council and European Parliament's positions on the 
Commission's initial proposal and the options we have in order to achieve 
consensus on the main issues at stake. The proposal on the table and the 
European Parliament resolution constitute the starting point for further reflection. 

The Commission will then present an amended proposal, as outlined in 
Commission legislative work programme, on the basis of the reflection-paper and 
the subsequent interinstitutional dialogue with the European Parliament and the 
Council. 
 
I do sincerely hope that on this basis the legislative process of the Reform of 
OLAF can be concluded by the end of 2011. 

4.4. Further improvement of the efficiency of OLAF 

Apart from the reform of the legal basis of OLAF the Commission will strive for 
further improvement of the efficiency and effectiveness of OLAF, taking due 
notice of the reports of the European Parliament (the latest one being the report 
on the Commission Reports on the protection of the Communities' financial 
interests – Fight against fraud), the recommendations of the Supervisory 
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Committee and also of the Court of Auditors (The Court of Auditors is 
undertaking at the moment a follow-up of its audit report of 20052). 

With due respect to the independence of OLAF concerning the conduct of 
investigations, I will have regular meetings with OLAF on the follow up of these 
recommendations, and I will also regularly meet with the Supervisory Committee.  

4.5. The preparation of the establishment of the EPPO for the protection 
of the financial interests of the EU 

The Lisbon Treaty provides for the possible creation of the European Public 
Prosecutor Office (EPPO, article 86 TFEU) as judicial body primarily responsible 
for investigating, prosecuting and bringing to judgement the perpetrators and 
accomplices in offences against the Union’s financial interests. The role and 
function of OLAF will, as a second step in the Reform of OLAF, require further 
discussions in the perspective of identifying the best options for the EPPO. 

Vice President Reding and myself have asked our respective services to work on 
the project concerning the establishment of an EPPO (article 86 TFEU). 

On 20 April 2010 the Commission adopted a Communication regarding the 
action plan implementing the Stockholm programme3. The document sets out 
the next steps envisaged by the Commission: 

                                                

o putting forward by 2012 a proposal for a Regulation reinforcing further 
Eurojust; and subsequently  

o presenting by 2013 a communication by the Commission on the 
establishment of a EPPO specifically competent for the protection of the 
Union’s financial interests4. 

The European Parliament, and in particular the Budgetary Control Committee 
(CONT), will be closely involved in this process. The Commission counts on its 
support for this major initiative which should lead to a considerable improvement 
of the protection of the Union's financial interests in the field of law enforcement. 

 

2  OJ C 202, 18.8.2005, p.1-32 

3  COM(2010)171final 

4  This Action Plan provides for the adoption of a Communication on the EPPO in the following terms: 
“The Commission will prepare the establishment of a European Public Prosecutor's Office from 
Eurojust, with the responsibility to investigate, prosecute and bring to judgement offences against the 
Union’s financial interests. In doing so, the Commission will further reflect on the cooperation with all the 
actors involved, including the European Anti-Fraud Office (OLAF)”. 
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5. ANTI-FRAUD POLICY 

Based on risk analysis, audits, best practice and drawing on experience gained 
meanwhile, the anti-fraud policy of the Commission has to be streamlined and 
adapted to current needs. In the context of the preparation of the next Multi-
annual Financial Framework, the overall strategic approach for the fight against 
fraud has to be reviewed and presented in a new Commission's communication. 
The anti-fraud policy has three dimensions: 

5.1. Internal dimension: Best practices of anti fraud prevention and 
detection have to be implemented throughout the Commission 

An OLAF’s conference on "operational co-operation between OLAF and other 
Commission DGs" on 19-20 May 2010 has shown that the co-operation between 
OLAF and some DGs needs to be further extended throughout the Commission. 
Some DGs have developed a specific anti-fraud strategy, but not yet all. OLAF 
has started to prepare risk assessments for geographical regions, but this is only 
the beginning. 

A coherent framework for anti-fraud strategies within the Commission will be 
developed during my mandate which leaves enough room for tailor-made 
instruments adapted to the individual needs of each DG and service. 

In this context the co-operation with the IAS is of great importance. The IAS 
intends to address the fraud prevention and detection by: (i) auditing procedures 
for fraud prevention and detection as a horizontal theme at Commission level, 
and (ii) including the assessment of management’s fraud prevention and 
detection strategy as part of each audit, focussing on financial management. The 
Commission will take due notice of the results of these audits and use them to 
formulate recommendations for its internal management. 

5.2. Closer co-operation with the Member States 

In the fields where Member States implement the budget and for the collection of 
the Community’s own resources, Community legislation requires the Member 
States to report suspicions of fraud and other detected irregularities affecting the 
Communities' financial interests. The conclusions from these reports have been 
shown to be very important for fraud prevention purposes; it is essential that 
Member States make full use of this. 

I will follow up the further improvement of the co-operation with the Member 
States on administrative level and in the context of the reform of the OLAF 
regulation. 

5.3. Extension of international co-operation 

To efficiently combat fraud, corruption, smuggling of cigarettes and other illegal 
activities detrimental to their financial interests, the EU and its Member States 
should also reinforce international co-operation and instruments. 

5.3.1. Anti-fraud and control provisions in international agreements 

OLAF needs a strong legal basis in order to conduct external investigations in 
the field of external aid, i.e. mainly development aid, in third countries. Therefore 
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the Commission (OLAF) has recently started and will continue to negotiate 
specific anti-fraud and control provisions with regard to a number of Partnership 
and Co-operation Agreements (PCA) and Association Agreements (AA) which 
should help to ensure sound and proper spending of the EU financial assistance 
disbursed to those countries. Furthermore, on a more practical level, the fruitful 
co-operation, in particular of OLAF, with partner services in Africa will be 
reinforced. This will concretely be followed through a reinforced cooperation with 
African states and a closer co-operation with Latin-America, starting with a 
conference in Panama in October 2010. 

5.3.2. Anti-Fraud Agreements (Liechtenstein and others) 

In times of financial crisis the fight against tax evasion is of especially high 
relevance. I will talk to the respective Presidencies of the Council that this topic 
stays on the agenda. In this context it is important to finalise the anti-fraud 
agreement with Liechtenstein5 as soon as possible. Whereas the anti-fraud 
provisions of this agreement have already been agreed on, consensus has not 
yet been reached with some Member States on the taxation provisions. This 
agreement should serve as a model for anti-fraud negotiating agreements with 
other third countries in the coming years (Monaco, Andorra, San Marino and the 
Swiss Confederation), in the sense of the recommendation adopted by the 
Commission in June 2009. 

5.3.3. World Health Organisation Framework Convention on Tobacco 
Control (FCTC) – Protocol on Illicit Trade in Tobacco Products 

This world-wide agreement to combat Illicit Trade in Tobacco Products is a 
milestone project. It aims at setting up practical and effective provisions to 
eliminate illicit trade in tobacco products. During the last session of the 
Intergovernmental Negotiating Body (INB) (March 2010), consensus was 
reached on the "tracking and tracing" provisions and the great majority of the 
"licensing" provisions. I will strongly support and encourage efforts from all 
parties to further reach consensus on the last open provisions before the 
Conference of the Parties in November 2010, which will then decide on the 
Protocol. 

In this context the Commission remains open to negotiate and conclude Anti-
contraband and Anti-counterfeit Agreements with other Tobacco companies. 

 

5  Council decision on the signing and on the conclusion of a co-operation agreement between the 
European Community and its Member States, of the one part, and the Principality of Liechtenstein of 
the other part, to combat fraud and any other illegal activity to the detriment of their financial interests 
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