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Introduction: 

Thank you for inviting the Court to give its views on the funding and financial management of the 

European Political Parties. Such parties are eligible to receive funding from the EU budget in the 

form of grants which may be awarded by the Bureau of the European Parliament. In this context, 

it is indeed, one of the central roles of the Court of Auditors to monitor and report on the financial 

management of European Union funds and to give its opinion in such matters in accordance with 

the Treaty. 

 

I am not in a position today to share with you the formal view of the Court but shall outline the 

framework which guides us in our discussions and reporting on the subject of this public hearing. 

 

In making an assessment on the funding and financial management of the European Political 

Parties, one needs to look at the issues involved under three aspects: 

1) The interpretation of the Treaty requirements; 

2) The terms of Regulation 2004/03 together with the implementing rules; 

3) The compliance with the provisions of the Financial Regulation to make sure that the control 

measures are effective. 

 

1)  Interpreting the Treaty requirements: 

The express considerations underlying Article 10(4) of the Treaty are ‘forming European political 

awareness’ and ‘expressing the will of citizens’ and the notion that ‘political parties at European 

level’ have an important contribution to make in these respects. 

 



2 

 

The first point that needs to be noted is that the Treaty uses the term ‘political parties at European 

level’ rather than ‘European political parties’.  This suggests the notion of a definition which goes 

beyond the mere fact that a political party originates from one of the EU Member States but 

requires a perspective which transcends national borders. 

 

In a Union made up of Member States it is to be expected that most (if not all) political parties will 

have their roots in the individual countries. However, the Treaty does not seem to be addressing 

this aspect but is focused on the potential value-added (in promoting democratic ideals and 

practice throughout the Union) from having political parties adopting a broader ‘European level’ 

perspective. 

 

The preamble (recital) to Regulation 2004/03 introduces (in paragraph 4) the following additional 

consideration: “In order to be able to identify a political party at European level, it is important to 

set certain conditions. In particular, it is necessary for political parties at European level to 

observe the principles on which the European Union is founded, as set out in the Treaties and 

recognised in the Charter of Fundamental Rights of the European Union”. 

 

Regulation 2004/03, in articles 2 and 3, presents a definition of ‘political party at European level’ 

including a number of conditions which need to be satisfied. If the specific details of this 

definition were to be subject to a revision; any proposed modifications would need to respect the 

indications derived from the Treaty. 

 

2)  Regulation 2004/03: 

Regulation 2004/03 covers ‘political foundations’ as well as ‘political parties’. 

The definition of the former is linked to that of the latter. More specifically, Article 2 of 

Regulation 2004/03 defines a ‘political foundation at European level’ as “an entity or network of 

entities which has legal personality in a Member State, is affiliated with a political party at 

European level, and which through its activities, within the aims of the fundamental values 

pursued by the European Union, underpins and complements the objectives of the political party 

at European level”. 

 

In addition to the already mentioned conditions which political parties must satisfy; Regulation 

2004/03 also sets out inter-alia (i) the rules to be applied concerning eligibility criteria for 
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receiving funding; (ii) specifies the use which can be made of the funds and (iii) establishes the 

formula to be applied in distributing the available budget. 

 

In greater detail: 

Article 6 identifies the obligations incumbent on political parties in receipt of EU funds. This 

includes the obligation to declare their sources of funding, together with a list of donors who have 

contributed amounts in excess of a set threshold. 

Article 8 describes the nature of expenditure which could be covered by the EU funding whilst 

article 7 specifically prohibits the channelling of such funds to benefit national parties or 

candidates. 

 

Article 10 specifies how the available appropriations are to be distributed amongst the eligible 

applicants. In addition, this article introduces a requirement for self-financing since the grant 

received can cover only up to 85% of the eligible costs. 

 

In anticipation of this hearing, the rapporteur had identified and circulated a number of possible 

questions which could arise during the discussions. A number of them concern the funding 

dimension, such as: 

- Are the requirements for funding as laid down in Regulation 2004/03 too strict or too 

generous? 

- Is the key for the distribution of the available appropriations the most reasonable one? 

- Is the self-financing requirement appropriate? 

 

It is an undeniable fact that political parties are a vital instrument necessary for the proper 

functioning of our democratic political system. Therefore, any potential enhancement of their 

operation can only be welcomed. This requires us to consider changes and to ensure that the 

enacted regulations are in line with the aspirations of those who had enacted them. 

 

Rules and regulations are enacted to bring about the realisation of set outcomes. In its audit of 

legality and regularity the Court is assessing the extent to which the applicable rules have been 

complied with thereby ensuring that assigned resources have been used for their intended purpose. 
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When amending rules, lack of detail might diffuse the focus of the funding and reduce the ability 

to target specific situations. On the other hand, excessive detail and too many allowed exceptions 

might make the funding mechanism very difficult to operate and even more so to control. On a 

number of occasions, especially when delivering opinions on the Financial Regulation and on 

similar instruments, the Court has stressed that complicated rules or unclear eligibility criteria 

have a considerable, negative impact on the legality and regularity of transactions and increase the 

costs of compliance and assurance. 

 

3)  Verification and Control measures: 

It cannot be overemphasised that political parties need to enjoy the necessary degree of freedom in 

order to develop their activities in total independence. The structure set up to administer the 

disbursement of public funds to the political parties should not hinder their work and freedom in 

any way. However, it should be equally clear that control measures must be put in place to ensure 

that funds are being disbursed and used in line with the regulations and for the purpose prescribed 

by the legislator. 

 

Regulations are not likely to be effective unless they are backed by effective measures of control 

to ensure that they are being followed. Hence, this is another factor which merits due 

consideration: i.e. the extent to which the funding and financial management of political parties at 

the European level is backed by provision for an adequate control framework. 

 

Article 5 of Regulation 2004/03 explicitly specifies the need for ongoing verification by the 

European Parliament of the conditions under which funds are disbursed to the political parties at 

the European level. This is the first stage required for an effective control system; namely controls 

carried out as an integral part of the operation of the scheme. 

 

Article 9 develops further the issue of control. 

 

As an overriding principle it is stated (in paragraph 3) that: “Control of funding granted under this 

Regulation shall be exercised in accordance with the Financial Regulation and its implementing 

procedures”. This principle needs to be safeguarded and no modifications to Regulation 2004/03 

are to be proposed which are not in line with the Financial Regulation unless it is deemed possible 

and justified to amend the latter accordingly. 
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Let me recall here that we had such a situation in 2007, when Regulation 2004/03 was last revised. 

At the time, in connection with grants, derogations from the non-profit rule of the Financial 

Regulation were introduced in favour of political parties at European level. In fact, Article 109 of 

the Financial Regulation stipulates that grants may not have the purpose or effect of producing a 

benefit for the beneficiary. 

 

Therefore, an exception had to be introduced to this rule which stipulates that if a political party at 

European level realises a surplus of income over expenditure at the end of a financial year a part 

of that surplus up to 25 % of the total income for the year in question may be carried over to the 

following year provided that it is used before the end of the first quarter of the following year. 

 

At the time, the Court was consulted on this issue and gave an opinion, opinion N° 7/2007. One of 

the conclusion of the Court was that clear definitions of the terms ‘financial reserves’ and ‘annual 

average income’ were required to allow a consistent application and verification of the exemptions 

from the ‘no-profit rule’. Unfortunately, our recommendation was not followed and no further 

amendments to the Financial Regulation were made.  

 

Whilst the regulation provides that: “Control shall also be exercised on the basis of annual 

certification by an external and independent audit”, the granting of funds from the budget of the 

European Parliament to political parties remains subject also to the scrutiny of the Internal Auditor 

of the European Parliament and of the European Court of Auditors, as the EU’s external auditor. 

 

The role of the Court of Auditors is explicitly covered in Regulation 2004/03 which (in Paragraph 

5) states, that: “Any document or information required by the Court of Auditors in order to carry 

out its task shall be supplied to it at its request by the political parties at European level receiving 

funding granted under this Regulation”. And “Where expenditure is committed by political parties 

at European level jointly with national political parties and other organisations, evidence of the 

expenditure incurred by the political parties at European level shall be made available to the 

Court of Auditors”. 

 

Access by the Court of Auditors to documents concerning funding from the EU budget is 

entrenched in the Treaty Article 289, Para. 3). Nevertheless, there is value in the fact that this right 
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to access is also explicitly mentioned in the specific regulation concerning the funding of political 

parties at the European level and the relevant paragraphs must be safeguarded. 

 

The perspective of the Court of Auditors: 

The European Court of Auditors is the EU Institution established by the Treaty to carry-out the 

audit of EU finances. As the EU’s external auditor, the Court of Auditors is independent of the 

other Institutions of the European Union. It checks that EU funds are correctly accounted for and 

spent in compliance with the rules and legislation, with due consideration for achieving best value 

for money. The Court's audits are carried out in line with International Standards on Audit, which 

are applied by the public and the private sector. 

 

In order to provide assurance as to whether the expenditure of EU funds complies with the 

relevant legal and regulatory framework, the Court draws on the results of its examination of 

supervisory and control systems, which are intended to prevent or detect and correct errors of 

legality and regularity, as well as by the direct testing of a representative sample of the 

transactions (payments). The results of the Court’s financial / compliance audits are published in 

its Annual Report, in the form of a statement of assurance on the general budget of the EU, more 

commonly referred to as the ‘DAS’ 

 

When it comes to performance audit, the Court uses a variety of audit methodologies to assess 

management and monitoring systems and information on performance against criteria derived 

from legislation and the principles of sound financial management. The results of such audits are 

published in ad-hoc ‘Special Reports’. 

 

If, in the course of its audits, the Court identifies irregularities which suggest the possibility of 

fraud: it is required to report the matter to the European Anti-fraud Office (OLAF) which 

thereafter assumes responsibility for further investigation. 

 

With specific reference to the disbursements made in connection with the funding of political 

parties at the European level; this expenditure item is covered in the Court’s annual DAS audit 

together with all the other funds of the EU Institutions and other bodies as part of the policy group 

‘administrative expenditure’. 
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To date, the Court has never conducted a specific audit exclusively on the funding of political 

parties at the European level; although this remains an option which could be taken-up in the 

future, where its objective would be to produce a special report on the subject. 

  

An essential element within any audit would be a comprehensive risk assessment to establish what 

could be the most likely threats to the legality and regularity of expenditure flows in that particular 

domain. The following are some indicative examples of potential risks which would need to be 

confirmed and expanded on the basis of a proper risk assessment exercise. 

 

Potential risks: 

- An entity in receipt of funds might have applied without satisfying all of the eligibility 

conditions or fails to abide by its obligations; 

- An application might have been accepted with incomplete and / or inaccurate data; 

- Funding might be used for purposes other than those sanctioned by the regulations; 

- Funding might be channelled to other entities in contravention of the regulations; 

- Expenditure might not properly be recorded and the use made of funds might not be 

adequately documented; 

- External certification obtained might not have covered adequately all the required criteria.  

 

In this context, I would like to draw your attention to an instrument that could be used to mitigate 

some of these risks considerably, i.e. administrative penalties in case of non-compliance with the 

rules. Further analysis of this question is necessary but one should bear in mind that the use of 

such penalties is foreseen in Council Regulation (EC, Euratom) No 2988/95 of 18 December 

1995 on the protection of the European Communities financial interests.  

   

Transparency: 

In addition it is imperative to always keep in mind the provisions of the recital to Regulation 

2004/03 which  forcefully and unequivocally states that: “It is necessary to ensure maximum  

transparency and financial control of political parties at European level funded from the general 

budget of the European Union”.  
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The Regulation specifically requires the European Parliament to publish a selection of reports 

including an annual account of the amounts paid to each political party and political foundation at 

European level. 

 

These provisions are very important and, wherever possible, they should be reinforced.  

 

In 2003 the Council of Ministers of the Council of Europe adopted Recommendation 4 on common 

rules against corruption in the funding of political parties and electoral campaigns which 

highlights the importance of achieving transparency in the funding of political parties. 

Implementation of this Recommendation is being monitored by 'The Group of States against 

Corruption (GRECO)' which was established in 1999 by the Council of Europe to monitor State's 

compliance with the organisation's anti-corruption standards. In May 2010 GRECO published a 

comparative analysis of the legislation in force in 22 out of the 47 states which are members of the 

Council of Europe and concluded that there may be a considerable gap between the letter of the 

law and how it is applied in practice. This analysis has emphasised the notion that any evaluation 

of the transparency of political party funding must also focus on the monitoring of compliance 

with existing regulations and the penalties applied for those who breach the latter. 

 

Summary and conclusion: 

By way of summary, I would like to highlight some of the points made in this presentation: 

- Regulation 2004/03 presents a definition of ‘political party at European level’ including a 

number of conditions which need to be satisfied. If the specific details of this definition were to 

be subject to a revision; any proposed modifications would need to respect the indications 

derived from the Treaty; 

- Regulations may be amended by deleting parts of them or by adding further detail, such as by 

introducing exceptions. Lack of detail might diffuse the focus of the funding and reduce the 

ability to target specific situations. On the other hand, excessive detail and too many allowed 

exceptions might make the funding mechanism very difficult to operate and even more so to 

control; 

- It is a key principle that all implementing regulations should be in line with the Financial 

Regulation. No modifications to Regulation 2004/03 are to be proposed which conflict with the 

Financial Regulation unless it is deemed possible and justified to amend the latter accordingly; 
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- Access by the Court of Auditors to documents concerning funding from the EU budget is 

entrenched in the Treaty. Nevertheless, there is value in the fact that this right to access is also 

explicitly mentioned in Regulation 2004/03 and the relevant paragraphs must be safeguarded; 

- An appropriate schedule of administrative penalties is an instrument which could be used to 

mitigate some of the inherent risks in the case of non-compliance with the rules; 

- Provisions promoting transparency are very important and, wherever possible, they should be 

reinforced;  

 

In conclusion, the Court of Auditors is very happy at this opportunity to participate in the debate 

concerning ways in which the funding of political parties at the European level might evolve in the 

coming years. If and when this ongoing discussion were to lead to concrete proposals for changes 

to Regulation 2004/03; the Court expects to be formally consulted on the subject; in the spirit of 

our common objective to serve the interests of EU citizens.  

 

Dr. Louis Galea 

Member of the European Court of Auditors 

 


