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Public hearing
by the European Parliament, Committee on Budgetary Control on 

„Budgetary control of the European Financial Stability Facility (EFSF), the 
European Financial Stabilisation Mechanism (EFSM) and the European Stability 

Mechanism (ESM)

Statement by Horst Erb

- Senior Audit Director and Member of the Bundesrechnungshof, 

acting for the President of the Bundesrechnungshof, Prof. Dr. Dieter Engels -

“External audit of the mechanisms – a national perspective –

Audit opportunities and challenges from a German perspective”

A joint approach of the euro area SAIs …

(1) The heads of states and governments of the euro area decided to restructure

the temporary arrangements for safeguarding financial stability and to establish a 

permanent European Stabilisation Mechanism (ESM). This will have a direct bearing 

on the core duties of the euro area supreme audit institutions (euro area SAIs) since 

the ESM is guaranteed by national governments and financed from national budgets. 

Therefore, it is indispensable to subject the ESM to a comprehensive external audit

according to international standards.

(2) With concern, we had found that no arrangements for any external audit involving 

SAIs had been made for the ESM in the Treaty in the version of 11 July 2011. It only 

provided for an Internal Auditing Board (art. 24 ESM Treaty) and an audit to be 

carried out by external auditors (art. 25 ESM Treaty). Thus, that version did not 

comply with the International Standards of Supreme Audit Institutions (ISSAI).
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(3) The ESM is an international institution governed by an international treaty. 

Pursuant to ISSAI 5000, all international institutions financed with or supported by 

public money are to be subject to an audit performed by SAI representatives,

including regularity and performance audit.

…resulted in a statement of the euro area SAIs (5 October 2011).
(4) Recognising this, the euro area SAIs and the European Court of Auditors 

(ECA) met on 27 September 2011 in Bonn to discuss questions concerning the 

external audit of the ESM. Their aim was to incorporate in the Treaty an external

audit to be carried out by SAIs. In the “Statement of SAIs of the euro area on the 

external audit of the ESM“, euro area SAIs and the ECA agreed on the key features 

of such external audit:

 An audit body consisting of up to five members of euro area member states’ 

SAIs is to be created.

 The audit body is to examine the activities of the Internal Auditing Board of the 

ESM and the external auditors’ audit opinion.

 In particular, the audit body is to examine the financial management, risk

management and programme management of the ESM.

 The audit body is to report on its findings to the Board of Governors and to

inform the national parliaments.

(5) On 14 October 2011, the Contact Committee of the Supreme Audit Institutions 

of the European Union (Contact Committee), on which all 27 SAIs of the EU member 

states as well as the ECA are represented, adopted a resolution supporting this

statement. Moreover, the Contact Committee’s chair submitted a draft of the euro

area SAIs aiming at the modification of the ESM’s internal and external audit 

structures along with the resolution addressed to the national and European

stakeholders: parliaments, ministers of finance and heads of states and 

governments, as well as to the European Parliament, European Council and 

European Commission. The euro area SAIs also submitted the draft to their relevant 

national contacts.
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The draft by-laws for Art. 30 ESM Treaty …

(6) The joint initiative contributed to incorporating a Board of Auditors (BoA) in 

art. 30 ESM Treaty. It shall be made up of five members which are to be designated 

ad personam by the Board of Governors based on their qualifications in the field of 

financial and audit matters. Two members shall be appointed by the euro area SAIs 

and be subject to a principle of rotation, one member shall be appointed by the ECA.

Under these arrangements, the ESM is not subject to any audit by national SAIs. 

Rather than that, the BoA members’ mission is to carry out an independent audit 

according to international standards. The members represent neither the institutions 

from which they come nor any national interests.

(7) The BoA shall audit the ESM at its own discretion. It shall inspect the ESM 

accounts and verify that the operational accounts and balance sheet are in order. For 

this purpose, it shall be granted full access to all ESM documents it deems necessary 

for performing its mission. The BoA shall submit its annual report to the Board of 

Governors; the latter shall make such report accessible to the ESM members’ 

national parliaments and supreme audit institutions and to the ECA.

…make detailed provisions governing the future external audit of the ESM.

(8) On 14 March 2012, representatives of the euro area SAIs and the ECA met 

again in Bonn to specify the general provisions of art. 30 ESM Treaty by means of 

the draft by-laws as follows:

 The BoA members shall be appointed ad personam for a three-year term of 

office;

 Conflicts of interest of the members need to be precluded;

 A rotation arrangement shall apply to the two members designated by the 

national SAIs to ensure that both the SAIs of member states holding a larger 

and those holding a smaller capital share in the ESM are represented;

 The BoA shall independently examine the regularity, compliance and 

performance and risk management of the ESM in accordance with 

international standards;
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 The BoA may rely on subject-matter experts;

 The BoA shall submit an annual report comprising its conclusions and 

recommendations to the Board of Governors;

 The ESM shall support the work of the BoA and pay travel and subsistence 

allowances for the members and the experts.

(9) As to the future impact of the ESM on EU institutions and bodies, EU Member 

States, and the importance of the single currency as a substantial element of EU

policy, the SAIs welcome the arrangements made and call on the ministers of finance 

and heads of states and governments to proceed in this spirit to adopt the by-laws. 

The citizens and the parliaments representing them are entitled to have all 

international institutions financed with or supported by public funds audited by SAIs 

to ensure a regular, efficient and cost-effective performance of the missions of these 

international institutions and to promote transparency and accountability.
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