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Hearing of the Committee on Budgetary Control of the European Parliament 
 

30 May 2012 
“The Court’s mandate” 

 
Mr Chairman,  
Honourable Members of the Committee, 
Distinguished guest speakers 
 
Thank you for the opportunity to contribute to this important hearing by presenting some 
reflections on the Court’s mandate, in particular focusing on the DAS. This speech is not 
proposing solutions. It is proposing some issues we need to debate - and this need remains 
still unchanged after going through one more discharge cycle since this speech was prepared. 
 
The Court’s mandate as established by the Treaty provides the reference framework for the 
Court to fulfil its role as the independent external audit body of the Union. The mandate does 
not only consist of obligations – like the DAS - but ensures a rather big room for manoeuvre 
for the Court to carry out its mission. Plainly speaking, the mandate - as it is - allows the 
Court to keep in line with international auditing standards and new developments in the EU, 
and the proposals rising from our current debate here will definitely influence how we 
interpret our mandate. 
 
The strength of the Court’s mandate can be measured by our products which have, I hope, 
proved to be valuable in raising awareness in and improving the quality and transparency of 
EU financial management.  
 
One of the key products of the Court is the yearly DAS report providing assurance on the 
state of EU management and spending. I will come to your “blessing or burden” question 
soon, nevertheless, I would like to highlight that because of the way DAS is described in the 
Treaty the Court has been a pioneer in compliance auditing in the whole world.  
 
In addition, the mandate enables the Court to present the results of its performance and 
other compliance audits in special reports which provide significant opportunity to add value 
by focusing on high risk areas and addressing topics of high interest to stakeholders.  We also 
deliver opinions on proposals for new or revised regulations related to budgetary 
management.  
 
The challenge for the Court in fulfilling its mandate is a possible gap between the 
expectations of stakeholders about the Court’s role and the role the Court actually plays as a 
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result of its Treaty obligations and mandate. In this respect it is important to focus on some of 
the new challenges the Court is facing or will face in the coming years. 
 
The Court’s current mandate is concentrated upon measures and actions financed from the EU 
budget. However, - as President Caldeira also pointed out in his speech - the EU is 
increasingly using non-budgetary instruments to attain its objectives - such as regulatory 
measures and co-ordinated Member State actions. Another point of reflection is the question 
of the public audit of inter-governmental actions using public funds outside the Treaty. 
President Caldeira also referred to the Court’s 2011 position paper on the consequences of the 
financial and economic crisis for public accountability and public audit in the EU.  
 
It is worth contemplating on how the Court, together with National Audit Institutions, 
could add value to public scrutiny and accountability of these new measures and actions. 
 
Now, let me turn to the key product of the Court - the Statement of Assurance. The yearly 
DAS is a unique product providing an overall opinion on the compliance of EU spending with 
regulatory requirements down to the level of final recipient.  
 
Because of the absence of good, assurance-providing control and management systems, the 
initial DAS – in the mid 90s –was one overall assessment based on a central sample of 
transactions. However, with the experience gained, the Court realised that in order to provide 
more insight into the causes of irregularities and ways to improve the situation, it needed to 
provide more precision on the different budgetary areas. As a result of the increasing EU 
budget and the growing number of EU policy areas, in 2010, the overall DAS sample size was 
around 1000 transactions and the Court produced 6 specific assessments each based on 
separate samples and the analysis of the managing systems. As requested by you in the 2008 
discharge resolution, the Court in its 2011 Annual Report will provide more insight and 
present separate specific assessments for Agriculture, Rural development, Regional policy 
(together with energy and transport) and Employment and social affairs. So, the Court`s 
special Treaty mandate currently costs roughly 50% of the audit capacity of the Court. 
 
The DAS is conceptually a simple exercise. However, in order to provide meaningful results 
the Court has been consistent in following the EU spending down to the level of final 
recipient – where the majority of errors are found to occur. Therefore, it is made more 
complex and expensive by the specific rules governing different spending areas and the 
number and dispersed geographical location of actors involved. 
 
The DAS is an annual indicator for a multi-annual spending scheme which makes it 
difficult to capture the cyclical nature and effect of multi-annuality. In other words, the real 
impact and effectiveness of the management and control systems can only be measured at the 
end of the spending period. However, spending for one period normally goes on until the 
middle of the next one – so within the DAS the Court rightly has to focus on the current 
period. In addition, the end of a period in EU budget is a very flexible term – until 2011, for 
example, the biggest bulk of claims for the 2000-2006 period were still unsettled. The audit of 
closure, inside or outside the DAS, is therefore, by definition, always late for the beginning of 
the next programming period – but the new closure rules are also settled at that point. 
 
To provide a better approximation for the impact of multi-annuality, our transaction testing 
could be changed, for example, to automatically include the closure transactions, but for that 
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the sampling method needs to be adjusted and we might have to move away from the current 
simple sampling interval concept covering all expenditure.  
 
A further area of reflection relates to our systems audit. Maybe we could also rotate the 
systems covered or assess systems outside of the annual DAS cycle in focused special 
compliance reports. Or do we audit them at all, unless they have been subject to substantial 
change? 
 
Timely adjustments are always necessary to the approach to reflect changing financial 
management practices and stakeholders’ expectations.  However, every interested party 
proposing a more nuanced DAS or increased information must bear in mind the resource 
implications of such changes. We all know we are likely to be in a period of no or negative 
resource growth in the EU budget. So more time spent on DAS work will mean less time 
devoted to our other work, such as performance audit. 
 
There is one clear line I would nevertheless wish to emphasize, and it stems from our 
mandate. The Court gives an overall opinion and indication per policy group on the quality of 
EU spending as our ultimate auditee is the Commission. One should not confuse the Court`s 
audit responsibilities in respect of the EU budget with the Commission`s Treaty 
responsibilities for ensuring that each Member State complies with its obligations. Therefore, 
the Court cannot arrange its audit work to provide opinions on individual Member States. 
 
On the other hand, maybe we should consider whether there is a need to cover in separate 
annual assessments all policy areas or it would be opportune to adopt a multi-annual 
rotational approach focusing each year on different areas? 
 
A continuously interesting question is the relationship between legality and regularity and 
the 3 Es – effectiveness, efficiency and economy – of programmes.  
 
Within the DAS we follow the EU spending throughout the disbursement chain down to the 
final recipient level and assess the compliance at each level. The DAS is not intended to 
directly assess the 3 Es of spending programmes and could not deliver any meaningful results 
at programme level within the current framework and methodology.  
 
Put simply, the Court’s compliance audit is undertaken to understand to which extent 
expenditure matched the preset criteria for financing. If these criteria are performance 
oriented our compliance audit essentially becomes performance measurement. The Court in 
its opinion on the future framework for Cohesion spending highlighted that the Cohesion 
management systems remains still fundamentally input based – oriented more towards 
compliance than performance.  
 
On the other hand, if the targets for programmes are set correctly – our results, if positive, will 
give some assurance on Sound Financial Management. However, if the targets set should 
happen to be meaningless, we would be doing formalistic work – and probably getting 
blamed for it, even if the fact that real objectives are not the ones described in programme 
guidance is not our fault.  
 
There are other issues where the worth of our work may be questioned. Take, for example, the 
requirements to be followed by the Commission DGs when preparing their Annual Activity 
Reports. For a few years now, we have increasingly found that AARs meet the composition 
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criteria the Commission has itself set for them. Are the criteria set for AARs suitable for the 
final aim or are we checking formalistic material against formalistic criteria?  
 
These nagging doubts about the ability of the compliance audit to provide more insight into 
the SFM issues have perhaps been one argument to add a new chapter into the 2010 annual 
report, which will focus expressly on performance issues.  
 
Closing words 
 
The Court is an independent, external auditor. The Lima & Mexico declaration of the 
International Organisation of Supreme Audit Institutions lays down the main pillars of an 
independent audit institution. National Audit Institutions interpret the Lima & Mexico 
principles with considerable freedom. There are national audit bodies that do not blink an eye 
before they suggest to the government to radically cut the number of local government units. 
There are others who do not wish to express a view on policy decisions- they are just 
following the money and checking whether it was used as intended. 
 
Our current mandate has definitely proved its value by contributing to improved financial 
management. How we – and you – and other stakeholders – want to see the Court is the 
subject of today’s discussion on how to interpret the Court`s mandate. I am already enjoying 
the collective thinking atmosphere here and hope to continue doing so until the end of this 
session and into the future. 
 
Thank you for your attention. 


