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Ladies and Gentlemen, 
 
It is a privilege sharing with you to-day my views on the present and possible future 
mandate and organizing principle of the European Court of Auditors (ECA).  
 
My views will take account of the rapidly changing needs for effective micro- and 
macro-prudential, economy, efficiency and effectiveness audit assurances in a 
modern and turbulent European Union, heading further into a ever more 
challenging 21st Century 
 
But allow me, first and foremost, to salute the Court’s robust work in its past 30 
plus years. 
 
Reason the more to welcome this EP CONT initiative, allowing for overdue but 
orderly discussion of the rationale of the ECA’s present functional construct against 
the background of present and future challenges. Rather than freewheeling on past 



achievements till new realities catch up with us and we risk no longer meeting the 
legitimate expectations of the EU citizens and that of the European institutions.  
 
We have learned the hard way that any mandate seeking compliance with the 
prevailing rules is interesting, but if it leaves out the question whether those rules 
make sense, are efficient and effective, or the question whether EU money 
redistributed achieve its intended policy objectives, then this is indeed a good 
moment for the democratic representatives in the European Parliament, and this 
Committee in particular, to pause and reflect. 
 
Which takes us to the heart of the core questions to-day. 
 
“IF WE COULD WORK FROM A BLANK PAGE, WHAT WOULD WE EXPECT 
FROM AN INDEPENDENT PROFESSIONAL EU AUDIT INSTITUTION IN 
TERMS OF 
BASE DELIVERABLES?” 
 
“IS THE ORGANIZATION  STRUCTURE OF THAT AUDIT INSTITUTION 
CONDUCIVE TO MEET THOSE EXPECTATIONS?” 
 
“WHAT SHOULD BE ADDED, WHAT CAN BE ELIMINATED?” 
 
The advantage of putting the questions in the present as well as future tense is that 
our explorations to-day will not hold us hostage to our own past - worn out - 
expectations, annual oversight rituals or statistics - (DAS) error rates not exempted. 
Statistics can get a (non) life of their own; in particular if they are always to be 
followed by discharge, whatever. 
 
FOR THE SAKE OF FULL DISCLOSURE 
 
For the sake of full disclosure: I have in my professional past been a devoted student 
of and benign commentator on the good work of so-called ‘Supreme Audit 
Institutions (SAI’s)’, the ECA’s professional performance as a unique 
regional/supra-national audit institution inclusive. 
  
As a matter of fact, I count myself, and have been treated as such, as a friend of the 
ECA house. We have had over the last ten years, when holding Commission office 
and post retirement – and as it should among friends - frank mutual exchanges of 
views on the issues at hand.  
Lastly in the form of an interview in the ECA’s own In-House Magazine of 
December 2010, when and where I was also given an opportunity to update and air 
my views on the ECA’s mandate and priorities. 
  
Hence my views presented here to-day will come as no surprise to my Luxemburg 
friends and colleagues.  
 



 
PRESENT MANDATE 
 
For the sake of efficiency, I refer to the other hearing documentation/presentations 
which amply summarize history and legal aspects of ECA’s present mandate.  
 
I rather quote from the ECA’s own website as to how the ECA itself sees its core 
mission, stripped of legalities, in its own words. Interestingly, it summarizes its 
mandate in a substantive and broad sense, one that leaves ample room for exploring 
different priorities from what we see at present, with or without changes to the 
Treaty text:   
 
“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 it contributes to improving 
EU financial management and acts as the independent guardian of the financial 
interests of the citizens of the Union.” 
 
 
A more literal Treaty text review shows a few features in the Treaty ECA provisions 
as somewhat outlandish, unnecessary restrictive or prescriptive; but at the same 
time also offering plenty of room for interpretation to change the Court’s present 
priorities and implementation of its mandate.  
Less so for its governance construct which seems pretty much carved in stone, at 
least insofar it relates to mandatory member state representation in the College that 
forms the Courts executive top management. 
 
ECA’s CORE ROLE 
 
Using the nil-hypothesis, starting from a blank page, immediately smokes out the 
self-evident – i.e. matters we probably need little discussion about: That one  - if not 
the - prime role of the Court is and should continue to be giving the European 
Institutions and the European tax payers comfort about the integrity of  EU 
institutional annual financial statements; and the adequacy of the underlying 
financial controls. 
  
I have not heard any suggestion from any serious or even suspect source that we 
should scrap that core part of the ECA’s mandate.  
 
Not that I do not have my issues with the ECA’s audit reporting on the reliability of 
the Commission accounts. It basically is a (mildly qualified) clean opinion.  Yet I 
have never understood how the ECA can arrive at an effectively clean opinion on 
the accounts whilst at the same time issuing an adverse opinion on its expenditure 
audit and related controls, better known as the DAS.  
 
That discussion is almost ‘old hat’ now, and I have never been able to get any 
European institution particularly excited about that question.  



 
In the private sector it would be unthinkable that an auditor basically rejects the 
legal and regulatory validity of an excessive amount of expenditures, hence 
disapproves of the underlying controls systems and their implementation, and 
nevertheless issue a clean opinion on the accounts.  
Rather, (s)he would flag any such serious reservations by qualifying the accounts 
through a disclaimer. 
 
That is exactly what the US GAO does on the US Federal Accounts. The GAO gives 
an adverse opinion on controls, hence a disclaimer on its accounts. 
 
This disconnect undermines the presumed seriousness of the DAS findings: if the 
Courts adverse opinion on the DAS is not relevant enough to qualify the accounts, 
then what DOES it mean? 
 
 
TO MAKE A LONG STORY SHORT 
 
Again saluting the ECA for its remarkably frank and EU financial controls awareness 
stimulating institutional role over the last three plus decades, this is to first summarize 
my views on the issues at hand to-day: 
 
 
Hold on to core audit  function, but reorganize DAS role 
 
This paper argues that it is high time to revisit and ‘re-engineer’  the mandate of the 
ECA to fit the present circumstances, the EU’s  present and future pressing needs in 
coming to terms with a dysfunctional private sector financial architecture, which 
seriously contributes, next to a fiscal lack of discipline, to the present EU  public sector 
havoc.  Yet to hold on to one of the two core functions, certification of the EU 
accounts, whilst (conditionally) dropping the so-called DAS. Or, alternatively, to 
incorporate the DAS in the present financial statements, based on a management 
representation first, seeking audit comfort only ‘for financial reporting purposes’. 
 
It will also strongly argue to equally adapt the ECA’s governance structure, in 
particular the top management selection process and composition, as a precondition to 
enhance its core mandate, and to seek a macro-prudential diagnostic role. This will 
turn the institution into a stronger independent systemic risk evaluation agency, 
reducing in the process the financial exposures to the EU budget position that go with 
bail outs, private financial institutional as well as sovereign. To move from an almost 
exclusive auditing and accounting agency into a broader accountability agency. 
 
 
The DAS 
  



Proposing such change should not stop us from acknowledging the historic 
constructive role of the DAS exercise as a useful index, mover and shaker of the EU’s  
financial (good) housekeeping practices. But that, at this juncture and moving 
forward, bigger challenges are waiting.  
 
Because, I predict, looking forward to the next five years not much news is to be 
expected from the DAS. We can now already safely say that the DAS outcome over that 
period will only see some marginal changes in the historic picture of error rates etc. 
And that, whatever that exact  picture is, we can safely say there will be no discharge or 
budgetary consequences anyway. That has been the longstanding history so far. 
Given that limited added value, an independent DAS, if any, can better be done on a 5 
year cycle basis; and/or be delegated/relegated to the European Commission 
altogether, (where a controls monitoring devise based on discovery sampling, such as 
the DAS, belongs in the first place anyway). 
 
 
A broader EU accountability role 
 
This makes room for reprioritizing the Courts efforts in favor of a much more robust 
efficiency and effectiveness assessment role of (the systemic risk in and of) EU macro 
and micro financial and prudential policies and activities, the effectiveness of the 
financial architecture in and of the EU - private sector (with its systemic risk spill over 
effect) as well as public sector. 
 
One could think of engaging the ECA in assessing the (pre)conditions for minimizing 
financial fragility throughout the EU, the true costs of failure, of timely recognition of 
systemic risks, now becoming abundantly clear. As well as the adequacy of the macro 
governance constructs and the controls in place to assure timely discovery. 
 
And/or, to carry out other closer to home policy effectiveness assessments of the 
traditional major (expenditure) policy areas such as structural funds, agriculture, 
research etc. 
 
It would turn the ECA from a predominantly transaction, audit and accounting 
focused professional entity, nose down, into a much broader and deeper independent 
EU accountability voice, looking further ‘than its nose is long’. Adding TIMELY 
credence -  or doubt as the case may be -  to the state of art of the EU’s financial 
architecture that, as we now know, so much affects the region’s prosperity, mutual 
trust and solidarity. All necessary ingredients for getting traction in the attempts at 
economic recovery and sustainable prosperity.  

    
ECA Management structure revamp 
 
 

More controversially perhaps, the extant governance structure of the ECA, in 
particular the status quo drag that goes with the Treaty imposed geographic 



representation of 27 members in the College is not conducive to expecting timely 
change initiatives, bold self-reform proposals, emanating from within the Court itself. 
Hence it takes external pressure, such as from the other EU Institutions, in particular 
Parliament, ECA’s principal client, to instigate any fundamental revamp of ECA’s 
priorities or proposals that affect its top governance dynamics. Because it touches the 
immediate personal position of its 27 members, whatever their professional poise. 
 
It looks to me that the present top management geographic representation rule, one 
member per member state, consensus management driven, has by far outlived its initial 
usefulness and credibility.  
It stands in the way, whatever the ‘independence in fact’ and competencies of 
individual members of the College and the College as a whole, which I am happy to 
assume, to also assure ‘independence in appearance’. Additionally, this historically 
well-intended ‘positive discrimination’ rule limits optimal choices in terms of skills and 
competencies. It unnecessarily shrinks the pool of talent from which to choose the best 
senior management composition. 
 
Would any EU citizen want to go to a hospital, or garage for that matter, that requires 
its top management to be reflective of the composition of EU member states? Would the 
American GAO want to recruit its 51 top management members based on one per US 
State? Or any EU country stipulating one SAI representative per province, before we 
start looking at the best talent available? 
 
 
 
My suggestion would be that the present formula be replaced by an exclusively 
skill/competence driven management structure, catered to a broader accountability 
mandate, with proper provisions to guarantee independence in all the ECA does. 
Complemented by, if need be, by a new independent Supervisory Board which can 
possibly - but not necessarily - be based on member state representation.  
 
This is even more pressing if and when the Court moves structurally into assessment of 
macro-prudential topics, which by definition are heavily loaded with national interest 
vs European interest inspired considerations. 
  
Accountability evasiveness Member States  
 
None of these changes by themselves can make a defining difference in improving on 
the EU’s own budget management, unless all members states step up to the plate and 
do their part in supplying comfort on their national controls environment which 
crucially determine the ultimate integrity and effectiveness of the EU fund flows. 
 
Therefore, above proposed  changes, if put through, should be done hand in hand with 
mandatory introduction of the ‘national management declaration’. The ‘national 
management  declaration’ is a powerful and indispensable results based EU controls 
instrument.  



It has been elaborately discussed and proposed earlier by the European Parliament.  
It received only tepid support from the ECA and has been blocked by the European 
Council for mandatory introduction. Yet it has now been introduced, with great 
beneficial effect both nationally as well as for EU purposes, on a voluntary basis by 4 
members states. Which also means we no longer have a level playing field among EU 
member states in terms of their efforts in assuring a mature national controls and audit 
setting.  
A situation which will not be sustainable. 
  
Hence, above suggested changes will also imply a fundamental rethink of the EU 
controls framework by inclusion of  ‘rely but ECA verify’ results based assurances 
from member states. But when each member state does its part in the EU reporting 
supply chain, with a proper system for accountability and sanctions in case of 
misleading or faulty assurances, we will have achieved a major victory for the 
European tax payer and ALL  EU ( institutions). 
 
Any such mandatory introduction and roll out would have to be well coordinated and 
harmonized, based on the good experience of the 4 volunteer member states referred to 
above. And can continue to be based on the ECA’s full access rights to all 
documentation and systems underpinning its own assurance statements on the EU 
accounts. 
 
 
Without such full role out of the national management declaration in  all member 
states, external audits, including the DAS, are only marginally effective, if not futile. 
And run the risk becoming no more than fiduciary fig leaves, potentially offering false 
rather than substantive comfort.  
 
The present model, turning the ECA/external auditors via the DAS, into de  facto 
Commission ‘controllers’, into prime  information suppliers rather than independent 
professionals second-opining management statements, is wasteful and ineffective. 
 
Such rearrangement would create the room for the ECA to play a much more 
substantive role in diagnosing/ help manage the true cost/benefits of the whole EU 
venture, including its policies’ effectiveness, of which the EU budget is only a part. 
 
I will elaborate below. 
  
 
 
HISTORIC BACKGROUND MU(I)SINGS 
 
I will here elaborate on above theses, and add my views on audit independence and 
INTOSAI, as requested.  



But first remind the Committee that I have had the privilege to express views on the 
ECA and SAI’s on previous COCOBU occasions, selectively quoted below. To-day, I 
see very little reason to change them.  
 
 
The reason fundamental multi-lateral institutional changes take place so slowly are 
well known, and definitely not peculiar to the ECA. Change in the multi-lateral 
sector is much hampered by the fact that all actors are part of the problem and part 
of the solution at the same time, present company, my hosts to-day, not excluded. 
That often causes a waiting game, that mixed with a hefty portion of mutual 
‘politeness conspiracy’ does not make for a reform setting that works by design. 
Leaving us mostly with change by default as the solution in last resort.  
We see it happen in the EU as we speak. 
 
I will briefly elaborate on that subject as it pertains to the audit profession, first by 
quoting from my previous years’ COCOBU statements. 
 
Earlier Statements made to the COCOBU 
 
 
 
 
July 12, 2006 the COCOBU held a hearing on the subject of ‘tolerable error’. My 
preparatory briefing note suggested.. 
 
“The ECA returning to its core business of simply certifying the EC financial statements 
as a whole, including its (general ledger) balance sheet, in combination with its income 
statement/P&L (budget accounts) – and thus as a matter of ‘organic’ course- regularity 
and legality of the transactions; plus whatever is 
useful in terms of program effectiveness. All and only if based on proper Commission 
representations first, so dearly lacking at the moment; and only if properly resourced. 
Hence the ECA shaking its present best effort mission-creep-corroding role of a de-
facto Commission Compliance Officer and independent information supplier; as a 
precondition for separating, understanding 
and accepting residual audit risks as apposed to controls risks…..  
 
….It allows the European Court of Auditors to go back to basics and to explain how it 
will be meeting its prime Treaty obligations, in second- opining the Commission’s 
assertions and risk management policies and assessments, and with what risk profile. 
Also how it will extract itself from its present unenviable position having allowed itself to 
mission-creep into an ever more reluctant de facto Compliance Officer/ segmental 
reporter of -and for- the European Commission; as its Financial Controller as well as 
external auditor with Parliament and Council as its prime users; ………… 
Taken together, it allows the Court to express what it sees as its own residual risks, i.e. 
the audit risks important for its users to know, beyond the control risks at Commission 
and member state level. It will force the Court to have another look at the syntax of its 



audit reporting, having dammed the Commission’s control systems for more than a 
decade, but nevertheless optically -and optically only- signing off on its balance sheet; a 
construct not seen in any other audit situation I am aware of; and flying in the face of 
international audit reporting guidelines. In short, our topic of to-day may bring us also 
clarity on the Courts’ views of tolerable audit risk rather than to the Commission’s 
controls risks only. 
 
 
Needless to say, I have not changed my opinion since. But would want to leave the 
question: had the ECA focused on financial fragility of the EU financial sector, 
instead of assuming a (DAS) informational rather than audit role, might we not 
have been better off? 
 
 
Following was my statement to the COCOBU when in 2007, discussing the national 
management declaration. 
 
“It ( i.e. the national management declaration) will also better enable the ECA, the EU’s 
independent auditors, to modernize its 
presently “follow the money” methodology. And to once and for all do away with that 
Luxemburg fed canard that the respected Framers of the Treaty ever intended to force 
ECA’s hand how to do its audits. Surely, they must have been smarter than that.” 
 
And on the same subject, the national management declaration, at the same event, I 
noted 
 
“The European Court of Auditors, politically astute, cautiously endorses the instrument 
as an option. The Court (by what I see as a lukewarm, tepid – “not invented here” –
endorsement) seems mainly concerned about some wild ideas the Declaration might 
trigger. I.e. that its introduction might be seen as reducing the need for its present 
external audit efforts. And in the process challenge the ECA’s traditional and mechanical 
transaction driven audit methodology, read audit scope, annex ECA budget.  
 
The Court is quite right about the Declaration first having to prove itself before it relies 
on it. But that should not stop it from being more pertinent, passionate perhaps, about the 
logical place of the instrument in the design of any EU controls framework, old and new. 
And the window the Declaration opens in speeding up the ECA’s own promising 
modernization plans. I am sure the Court will correct me if I am wrong.” 
 
 
The audit profession, change averse, change resistant ? 
 
Auditing and accounting is often defined as a “language of business”. As for any 
language, it becomes culture, a power in and of itself, hard to change, and status quo 
inclined. Changes are for most part crisis driven - see the financial crisis which 
showed a totally AWOL (absent without leave) external audit profession, no 



substantive signaling role in warning for the troubles ahead - rather than being 
predicated on foresight or change by design. Once a market has been carved out, 
changes, other than technological, rarely take place on instigation of the service 
deliverers themselves, but are imposed by the outside. The ECA will be no exception 
to that. 
 
In the wake of the financial crisis the European Commission/DG Market has 
recently taken the private sector external audit profession to task for having played 
no substantive role in timely signaling of inherent systemic weaknesses and 
exposures in the balance sheets of the EU financial institutions.  
 
And has indicated the likelihood of substantial change in the business model of 
public accountants. As Commissioner Barnier warned the audit profession quite 
appropriately : “ Business as usual is not an option”. 
  
Remember the 2008 financial crisis shock came on the heels of the Dotcom&Enron 
shock, only ten years before, and was marked by many promises by the profession 
of a fundamentally changed attitude and business model. Helas. 
 
But governmental auditors also dropped the ball. I refer to my early warning in 
May 2004 at an international conference of governmental (internal) auditors 
organized by the Dutch Ministry of Finance which, fearing a major financial crisis 
in the making, which reads as follows: 
 
“The proper solution is a truly supranational system of checks and balances, with 
proper empowerment and ownership. But such a structure is at this juncture, 
politically, a too far-fetched proposition. So what we probably need is another major 
crises to force the next step up. A financial fragility-inspired derivative crises---absent 
a macro double bookkeeping system for derivatives--is for me one of the main 
candidates to introduce 
such crises”. 
 
Anyone listening? Anyone lifting his/her head to look at the bigger picture?  
 
The sad truth is that expecting change from within that challenges vested interest in 
organizations that feel quite comfortable with themselves is, also for the audit 
profession, public or private sector, putting the bar too high. Yet very important to 
remember for our topic at hand. 
 
This may sound harsh in the case of the ECA, but I think the organization missed 
some wonderful opportunities to take its own initiative during its internal and 
external peer reviews or when offered a window for a more fundamental revamp 
other EU institutions under Lisbon. 
 
This EP hearing is potentially another important opportunity to achieve any such 
orderly and sensible change. But for it to work, all EU institutional actors will have 



to play their part. Parliament, Council and Commission should look with more than 
remote interest to the recently extended hand of the ECA in terms of its potential in 
a diagnostic/evaluative role in the context of the EU’s financial architecture and 
stability efforts.  
 
I refer to the ECA’s recent 2011 position paper on the role it can play “ 
CONSEQUENCES FOR PUBLIC ACCOUNTABILITY AND PUBLIC AUDIT IN 
THE EU AND THE ROLE OF ECA IN THE LIGHT OF CURRENT FINANCIAL 
AND CRISIS” 
 
The paper very much mirrors my own suggestion made in a November 2010  
interview published in the ECA in-house magazine of December:  
 
“For the Court, there would be, I think, a fantastic opportunity to look at the total 
financial architecture presently being proposed, public and private sector, and see 
whether the EU can play its role convincingly. It would already be a fantastic 
opportunity for the ECA to look whether these rules make sense and whether they 
actually are a help or a mortgage in avoiding a next crisis. For little money it can do an 
enormous amount of good by looking at how far the present EU system can play the role 
the world expects it to have. Which is to make sure that we have a reasonably secure, still 
vibrant market driven system and that the right balance between the right regulation and 
deregulation is achieved and systemic risk captured. In its extension and in the same 
process it could also follow through with questions why Eurostat did not follow through 
on the integrity of the numbers it got from e.g. Greece.  

The Council is part of the solution, but the Council is also quite often part of the problem.  

All these are most interesting vital financial system architectural questions, where the 
ECA could play a much more vital rule than following the money, without asking often 
enough : “ but to what effect?”  

 
This offers perspective for a possibly more pro-active and substantive ECA. 
 
The DAS revisited 
 
This is a touchy subject.  
Many of us have come to love that annual avalanche of statistics that has been so 
instrumental in keeping the Commission on its toes and on the defense, and too 
many member states off the hook. When you hear me argue against it, please note 
that I am not against the DAS per se, recognize its historic contribution, and am not 
proposing to do away with it for eternity. But I think the DAS as is has outlived its 
annual usefulness, the law of diminishing returns catching up with what news it 
really can bring us, moving forward. And since, whatever unacceptable its findings 
are, does not seem to have any budgetary or real accountability consequences, its 
ongoing right to life should be strongly questioned. 
 
So please, fasten seatbelts. 



 
I have, right from the beginning when I was first confronted with the DAS reports 
years ago, always had mixed feelings about its ownership, purpose, scope and value 
for money. But also looked at it as a very useful dashboard that told us that not all is 
well in EU controls land, and some not at all.  
 
Yes, the DAS has been a constructive thorn in the flesh of the Commission, 
constantly prodding it to better its good housekeeping practices. Yet, unfairly so, in 
so far most of the DAS observations are members states failures, although that is 
not made very clear. This schizophrenic situation has to do with ‘Maastricht’ that 
(in)conveniently ‘subsidiarizes’ a lot of the responsibilities to member states, except 
for real accountability; but drops full budget responsibility into the Commission’s 
lap.  
An oddity I coined many moons ago as the ‘Maastricht Disconnect’. 
 
Add to that member states’ cold feet when asked to produce a ‘national 
management declaration’. Their reluctance, or refusal, should set off tornado 
alarms in every right thinking EU citizen (“what do they have to hide?”). Serious 
doubts take over about the utility of the DAS, when member states do not deliver 
their part of the deal, simple assurance that their controls frameworks are 
systemically up to snuff.  
  
 
The questions that continue to come to mind are: 
 
Are there not other, more important questions to ask beyond regularity or even 
legality, if not ‘instead of’ than at least ‘in addition to’ the DAS? 
  
Such as: “But do the rules used as a compliance frame of reference make sense?” 
  
Does the outcome, given de heterogeneity and different risk and relevance profiles 
of the expenditures, made in quite different policy settings and environments, not 
give a false sense of (dis)comfort? Do we not have dramatically different corruption 
profiles, geographically, in terms of nature of expenses, development aid? Are we 
not unnecessarily suggesting that error means ‘corruption? Do we really think we 
can ‘beat’ those barriers by rules driven transaction testing only? 
  
What about the ambiguity in defining ‘error’ ? 
 
Why is there no other SAI (I know of) charged with producing a national DAS?  
 
Or, to turn the question on its head: if the DAS is so vital, and national SAI’s do not 
apply it in their own practice, does that not raise major questions about the quality 
monitoring of EU expenditures at the national level, national SAI’s included. 
 



And where can we find warning signs for that omission/weakness in the ECA 
reports? 
 
Does that not re-emphasize the need for national management declarations, 
properly counter signed by the national SAI’s? For getting it right at entry level? 
 
We have all experienced at various points of time the potential validity of those 
questions. 
 
My initial buy-in  
 
Despite my lack of enthusiasm for the continuation of the DAS in its present form, I 
do want to re-emphasize that I think it has played a useful awareness role in the 
past. Initially, it took me a few years to, slow-motion, warm up to this truly monks 
work.  To ultimately conclude that the DAS, despite the questions one may have on 
methodology etc, has played a useful role in smoking out over time a realization that 
the EU disbursement system has/had intrinsic weaknesses, that by all accounts they 
were too fragile, too convoluted for fiduciary comfort. And hence the DAS offered a 
useful basis for both Parliament to keep the pressure on, and for the Commission 
and, lesser, member states to fine-tune their efforts and put more rigor in their 
controls. 
 
My change of heart. 
 
But equally - we now read 2011 AD – that the periodic ritual of discussing relatively 
miniscule, often arbitrary/situational changes in error rates has outlived its 
usefulness, at least as an annual event.  
 
The DAS has become such a predictable piece of information that its prime users, 
the European Institutions, should ask themselves whether the ECA audit budget 
cannot be better spend on more profound questions such as the performance 
(indicators) in the different policy areas, research, agriculture, structural funds, 
development aid etc. And…..of course the costs to the EU of the turmoil in the 
financial markets and the present chaos on sovereign debt issues, Euro etc. All with 
their spill over effect, off balance sheet or on balance sheet, into the European 
budget. 
 
Stating the obvious. 
 
I venture to say that based on the past, considering the limited volatility of error 
rates and their arbitrariness, the script of any next DAS say for each of the coming 
five years can already be written by any student of any motivated high school from 
any EU member state. And the reaction of Parliament – ‘discharge whatever the 
DAS charges’ – can equally already be printed and published. The annual DAS 
show has become such a predictable scenario, hence has so little informational 
value, that it is time to reassess its ongoing value. 



 
Stating the less than obvious 
 
There is another self-evident reason why I would want to eliminate the DAS as is 
from the ECA’s mandate: 
 
The DAS is a discovery sample exercise, open ended, based on estimate sampling. It 
is not predicated on management representations first, subsequently audited. 
Therefore it hardly qualifies as an ‘audit’. It is prime information supply, ECA self-
audited. 
  
It is my well known modest Dutch opinion that the prime assessment and assurance 
about (tolerable) error rates is not an audit responsibility first, but is any auditee’s – 
read: the European Commission’s - first responsibility. It is a Commission controls 
community and the Commission Accountants’ informational  responsibility – that is 
to say only in case there is a European institutional need/want for that information. 
 
The presumed ECA responsibility for the production of the DAS  flies in the face of 
a base principle in any controls/audit framework: getting it right at entry level. It is 
the world upside down, turning the auditors into a prime informational agent rather 
than, primarily, giving the ECA a confirmation/assurance role. The latter leaving 
the auditor to primarily report his agreement, exceptions or disagreements, on such 
European Commission  management representation..  
 
That is why the present annual DAS protocol, proceedings, CONT reviews, leads to 
such annual spectacle of the auditors/ECA being reviewed and criticized by the 
Commission, rather than the other way around. 
 
 
 
In sum, turning external auditors tasks through the DAS into a substitute of 
internal controls is ill advised, overly expensive, whatever useful it might have been 
in the past in highlighting structural weaknesses by an independent source. The 
DAS production, if considered useful, is first a Commission responsibility. 
 
  
But not one I would recommend every year. May be once every five year. And if 
Parliament would like to see a Commission produced DAS independently audited, 
the ECA could still play an (albeit considerably reduced) role. And put its energies 
instead where one gets a better audit bang for one’s buck: efficiency and 
effectiveness audits. 
 
Time has come for Parliament to initiate an EU inter-institutional debate to 
reconsider seriously the rationale of the DAS and at least to take the annual 
mandatory DAS out of ECA’s mandate; possibly to replace it with a once every five 



year requirement, based on management representations first, if only to satisfy the 
nostalgic among us.  
 
Alternatively, more precise, more ambitious tolerable error targets can be set up 
front for confidence and materiality levels in the production and audit of the EU 
accounts. On which the ECA can report accordingly. Which would reintroduce the 
DAS through the backdoor, but less overly detailed. And, usefully, also shift equal 
DAS like focus to the revenue side of the EU budget: Are we sure all member states 
pay their dues comme il faut? 
 
ECA can than thus use the freed up budgetary resources to engage in 
economy/efficiency/effectiveness audits - the three E’s - prioritized by main policy 
areas. There is in the wake of the present financial crisis turmoil a great need for an 
independent macro accountability voice! 
 
My own non-EU-resident vote on that choice will be clear. 
 
ECA’S governance structure 
 
ECA’s reports over time have not gone uncontested over the years. Historically, it 
has taken a strong stand on the DAS conclusions – an effectively adverse opinion on 
the Commission’s disbursement controls. It has been able, following the 
Commission’s turbulent history and more recent (r)evolution in improving its 
controls structures and accounting systems, to come out with a better report card 
over time. 
  
But, after fifteen years, the first clean DAS has yet to be given.  
 
ECA’s early decision to express an adverse opinion took professional courage. The 
persistence in the ECA’s adverse conclusions in subsequent years, and the 
unacceptability of that situation to Parliament worked its irritating way through 
and was a major factor in the head on collision of Parliament and European 
Commission during the 1999 ‘Santer crisis’. The crisis was triggered by a relatively 
small amount of expenditures being diverted for irregular purposes. 
This tipping point led to a period where the Commission slowly (and too often 
scandal/crisis driven) took the change initiative back to itself through a host of 
penetrating good housekeeping, governance, HR and accounting Reforms, launched 
and rolled out in the first decade of this new Century. 
 
My own experience with the ECA shows a serious but cautious institution, holding 
its ground on the essentials in its own adverse observations, later freewheeling on 
the energy of its mid 1990’s first drastic ‘downgrade’, marginally improving and 
fine-tuning its methodologies over time. 
 
But it is by its very nature not an organization willing to upset its own applecart, 
will be defensive on its methodologies and mandate and disinclined, other than 



internally, ‘ en petite committee’, to have its its own governance structure, or Treaty 
imposed mandate, (re)examined.  
 
I personally think the ECA  missed some major opportunities (Nice, Lisbon) to 
reappraise its own mandate, governance architecture, at its own initiative. Given the 
present incentive structure, it is unlikely do so without outside pressure from its 
stakeholders. And even then, when it happens, be tempted to  buy time.  
 
 
The ECA should, as for the Court of Justice, be an independent professional rather 
than - in terms of top management positions - geographically determined, hence also 
political organization. With as its prime mandate to express an independent 
professional opinion on EU institutions financial affairs.  
 
One would therefore expect its management structure to reflect that: An 
empowered  Chairman, or President, plus a number of Directors, per area of 
professional focus, all competitively selected on the basis of professional competence 
and personal mettle. 
 
Instead, the founding fathers of the ECA thought it best to set up a Collegial 
structure, geographic (member state) representation in the College guaranteed, 
operating, ‘appellation EU controlee’ with a consensus based decision making 
structure. 
 
Recognizing the advantages (as well as dangers) of having member states’ 
connoisseurs on the Court at the highest level, I think time has come for 
professionalizing the Court’s governance structure. Which will make the Court also 
more open and better equipped to deal with the not so ‘ business as usual’ 
challenges. 
 
And in doing so, to also think through the wisdom of being physically so removed 
from the Brussels battlefield. There are advantages to operating from Luxembourg, 
and disadvantages, but the efficiency costs must be staggering. (If only to be able to 
read and understand the needs of its main client, the European Parliament.)   
 
 
In sum, I consider the governance construct of the ECA not in tune with the 
pressing demands of the 21st century as we presently see it unfold. And see the 
ECA’s ability or will to come to fundamental change on its own accord as limited, if 
existing at all. Consequently there will be a need for initiatives from outside of ECA 
to review and amend mandate and governance structure.  
 
 
Global dynamics –INTOSAI 
 
“. In the Member States the audit 



shall be carried out in liaison with national audit bodies or, if these do not have the 
necessary powers, with the competent national departments. The Court of Auditors and 
the national audit bodies of the Member States shall cooperate in a spirit of trust while 
maintaining their independence. These bodies or departments shall inform the Court of 
Auditors whether they intend 
to take part in the audit.” 
 
Above quote from article 248.3 of the Treaty shows a benign understanding and a 
will, if not wish, of the framers of the Treaty to give the supreme audit community 
all the rope necessary to work out among themselves how to conduct their 
overlapping and complementary business, allowing for due mutual respect for each 
other’s responsibilities and independence requirements.  
 
It strikes me as a very wise approach, without sacrificing - the Treaty is very clear 
on that - that the ECA’s role is to do an EU audit on EU funds, carrying end 
responsibility for its results and its own opinions. But also allowing for conditional 
reliance on the work of other national audit bodies or ‘departments’, and vice versa, 
as the case may be. 
 
This international cooperation has been structured along various lines, bilateral 
arrangements, EU protocols, and INTOSA and its offshoot EUROSAI, acting as an 
overall enabling and quality sponsoring organization. 
 
 
INTOSAI, the professional/institutional umbrella organization of Supreme Audit 
Organizations (SAI’s) has been, and is ever more, getting better organized and 
focused. It has moved over many years from a formalistic talk & travel country club 
to an enthusiastic, committed, enabling, ‘best practice’ professional forum; 
encouraging mutual peer reviews that makes its impact felt by persuasion rather 
than dictation. Cross-fertilization is the key word. It has also entered the phase of a 
mature professional franchising organization and ever more looking for compliance 
mechanisms that are to ensure members have, and stick to, the commitment that 
goes with its membership. 
 
Given the nature of the beasts of INTOSAI’s membership - proud national SAI’s 
with formidable independence charters and national legal provisions to content 
with, hence housing ferociously independent characters each with its own culture – 
limits the room to manoeuvre in terms of joint strategies, business plans, 
enforcement. From gently nudging colleague SAI’s  from existing practice via better 
practice, best practice, to the prescriptive.  
 
Its change management is marked by change by osmosis, consensus, rather than 
strong executive, unified management leadership, or dominance of by one of the 
SAI’s. A more imposing business model would probably carry the risk of becoming 
counterproductive, or even backfiring. 
 



The more robust and seasoned SAI’s make their impact felt by generously sharing 
their toolkits, concepts, and through active participation and initiatives. 
 
 
Hence, professional accounting and auditing global umbrella organizations such as 
INTOSAI in the public sector (and IFAC for the private sector) are more than 
‘management by common denominator’ organizations but less than top down, 
empowered unified management institutions. They are stronger in standard setting, 
than in standard enforcement. The reason for that is quite simple that the 
convergence process in our ever more globalized world may be inspired top down 
by the leading countries, but its real progress has to predominantly bottom up, and 
is therefore occasionally crisis driven. Practically speaking, the parts run the show, 
at the expense of the potential of the whole. In terms of the big tickets, i.e. 
fundamental change that disturbs the existing power structure of SAI’s, change by 
design is the exception, change by default the rule. 
 
These limitations are one of the reasons why neither IFAC, nor INTOSAI, nor any 
SAI I know of, with the possible exception of the American GAO, played any early 
warning role in seeing and speaking out on the embedded dangers and risks in our 
international financial crisis of either 2008, or its present 2010/2011 ‘derivative’ 
sovereign debt crisis. 
  
Their mandate, organizing principle, and that of its members, was too fragile for the 
raw capitalism challenges that overran the world through deregulated financial 
markets with a mind and mindlessness of their own, and that easily outran their 
market oversight bodies. Something the audit community at large did not 
understand, and had no appetite for acknowledging or even wanted to see. 
 
 
It means that at least - theoretically speaking - we have a pretty mature and 
progressed framework that should allow mature cooperative arrangements between 
the ECA and national SAI’s. 
 
But the truth of the matter is that, practically speaking,   
there is a natural tension between EU money and national money and its national 
actors on the receiving end, some SAI’s not exempted, will as amatter of course be 
inclined to look differently at controlling/auditing national funds than EU funds. 
Human nature at work. 
 
If one puts one’s ear to the ground, one will hear the occasional complaints from 
both sides : national SAI’s complaining about the unwillingness of the ECA to rely 
on their work and ECA professionals understandably worrying about the incentive 
system of national SAI’s to really get their EU priorities right. 
 



The present cooperative construct can be defined as the best practically possible of 
all worlds. Which is different from saying it is the best of all worlds. Thus there is 
considerable room for further improvement. 
 
At first instance one would think that the best of all worlds would be a ‘unified 
management concepts, the ECA basically running the show, with national SAI’s 
becoming subsidiary auditors, reporting to the ECA. But that is not of this present 
(national and SAI) political world. One might even challenge whether, beyond a 
certain point, such top down approach from Luxemburg would be efficient and 
environment effective. 
 
 
  
Hence we will continue to be faced with a hybrid model which will off and on have 
its difficulties and which, as we seek further European integration, convergence of 
fiscal policies included, will inevitably have to change in favor of a more cohesive 
Brussels/Luxembourg driven construct. 
  
(Sorry national SAI’s: that is extrapolated ancient history at work). 
 
 
That leaves us with the objections and protestations, or deep silence, of many 
national SAI’s against auditing the ‘national management declaration’. These have 
proven to be empty gestures in that four EU countries have found an adequate 
solution to the question of national SAI’s independence and reporting constructs. 
Basically it involves reporting their findings to and through the national 
parliaments, subsequent publication, and ‘Brussels’ being one of the 
recipients/prime users. Proving that the adage “where there is a will, there is a way” 
works, also in the EU.   
 
The present inevitable ‘fish nor fowl’ EU single audit governance construct may also 
explain my 10 year insistence and persistence for an EU roll out of the EP ‘national 
management declaration’ as an absolute indispensable link - thus more than 
patchwork - in its controls/audit architecture.  
Without it we are fooling the EU citizen what happens with his/her tax money.  
 
4 of the 27 EU SAI’s are now showing the way that it can be done fruitfully both for 
national as well as EU purposes. Time to call the other 23 member states to account, 
or close the EU subvention faucet. That will get their attention. 
 
Therefore, if the Treaty is to micro-manage ECA’s mandate anyway, it might just as 
well mention that a precondition for the ECA accounts assurance statement should 
be ECA’s review of, and satisfaction with, comprehensive ‘national management 
statements’. 
 



Also the European Commission would be well advised to qualify its own assurances 
for the effect, if any, of the absence of an adequate number of national management 
declarations. 
 
To conclude, I commend the SAI community for the good work done so far. But 
arriving at a seamless EU SAI architecture will take further time, professional 
maturity and pragmatism by all. If the will is there, nothing stands in the way of a 
much more effective construct through the national management declarations. The 
SAI community, the ECA included, is living in the land of low hanging fruit. 
 
 
 
INDEPENDENCE 
 
 
One can use or misuse expertise.  
 
Independence is the hinge that swings expertise of an auditor or of any other 
professional for that matter, for better or worse, in the right or the wrong direction. 
Lack of independence and objectivity can be totally destructive in that it lures users 
of the professional services into a false sense of security. 
 
This is particularly so in auditing which by its very nature knows no ‘no-mansland’. 
A clean audit opinion given for the wrong reasons, or without adequate foundation, 
gives false comfort as apposed to the message it purports and pretends to send: 
second opining that management representations are fairly stated and are reliable.  
 
Thus, in assessing the added value of auditing there is no such a thing as ‘ better 
than nothing’. In any such situation, nothing is always better. It tells users they are 
on their own, and have to use their own brains. 
 
That means that independent audits that say it the way it is are a crucial link in the 
financial architecture. Even more so now we have (re)discovered the ‘too big to fail’ 
institutions that mortgage our fiscal balance sheets and which can send whole 
economies in the doldrums.  
 
February this year Commissioner Barnier/DG Market organized a crucial 
conference taking the private sector public accountants to task about their total 
absence in the run up to the financial crisis as ‘legalized whistleblowers’; for not 
timely seeing and/or flagging the world the systemic weaknesses inherent in the 
balance sheets of our financial institutions.  
 
My own contribution to that debate at that hearing has been to point out the public 
duty of care of the audit profession. The fact that with the identification and 
discovery of too big to fail institutions we have rediscovered the importance of 
looking at private sector and public sector auditing as too wings of the same plane. 



And that I had lost faith in a public auditing profession, in particular for 
systemically relevant companies, operating in a ‘for profit setting’.  
 
I could do so from the comfortable position of having warned over and over again, 
from 2004 onwards, the audit profession for the inevitable crisis to come. All for 
same reasons we now know. Up to and including co-authoring a  
“Shorthand Survival Kit for Accountants and Auditors in a Turbo Derivative 
World” for when the shoe was to drop. And by pointing out the added value of 
‘disclaimers’ in high risk, uncertain situations 
 
My warnings included the a vulnerable US housing markets on steroids, the 
intricacies of derivatives, mixed attribute accounting, perverse incentive systems, a 
financial sector that no longer understood its own products, up too a Swiss cheese 
global financial architecture. 
And identified a major flaw in the business model of the public profession: 
expression of an opinion on the financial statements by same hand that feeds it; 
same flaw as for credit rating agencies. 
 
We are now in the situation that the fall out of that crisis is mortgaging national 
balance sheets and an unhealthy co-mingling of fiscal and monetary policies. 
 
That means, moving forward, it will prove absolute inevitable that SAI’s  will also 
have to pay attention to the workings of private and public sector systemically 
relevant institutions, ESM included, and their public accountants.  
Lest they prefer a more comfortable but pretty limited societal role of only looking 
backwards, ignoring the national budget contingencies that go with too big to fail 
organizations. 
 
In order to play such societal role with credibility and conviction, the SAI 
community has to bring its own house in order first.  
In that process the ECA will have to consider whether its own business model, 
unable to meet the test of ‘independence in appearance’, lends itself to such task. 
And will have to seek to remedy that, preferably proactively, rather than prodded 
by other EU institutions. It may be late, but not too late. 
 
I am aware that the Treaty, in dealing with the Court, brings up the responsibility 
of Court members to look at EU interest first and only; and not to first look over 
their shoulder to see how an issue is seen from their country of origin, or any other 
special interest perspective. 
 
Article 247.4 says clearly 
 
“The Members of the Court of Auditors shall, in the general interest of the Community, 
be completely independent in the performance of their duties. In the performance of these 
duties, they shall neither seek nor take instructions from any 
government or from any other body. They shall refrain from any action incompatible with 



their duties”. 
 
There is nothing wrong with this provision, to the contrary.  
But I do think such exclamation  is enough to assure those of us working from the 
perspective of healthy skepticism in combination with taking human nature for 
what it is. 
  
Remember that the US, UK, EU Continental corporate governance models have for 
a long time been considered as the worlds gold standard. Yet all utterly failed when 
put to test in the run up to the financial crisis.  
 
The lesson being that good words or constructs are not enough; 
but proper incentive systems to really get it right are even more important.  
Mandatory geographic representational management does not fit in that picture. 
 
Hence my conviction that it is time to ‘professionalize’ this provision 
 
I know there is a big danger to construe that my comments are to imply that the 
ECA’s top management is not (wo)manned with the ‘right stuff’ because of this 
geographic imperative. But that would be misconstruing what I am saying. Because 
I am sure member states have been conscious of the importance of the task at hand 
and have been serious in trying to send the best among them. And that we are 
blessed with the best under the prevailing formula.  
But that would ignore the fact that there is a better formula, to choose the best from 
an EU pool for the European and institutional skill based challenges at hand. 
 
To put the issue in very simple terms: Imagine that the European Court of Auditors 
were asked to do a peer review of one of the member states’ national SAI’s. And the 
ECA was to conclude that the governing principle of filling the top posts of same 
national SAI’s professional management team was ruled by an autopilot formula 
that dictates one representative of each of the largest 27 towns, whatever their size 
and economic relevance, all beneficiaries of national funds. And that the SAI 
operated from a town about 6 hours travel, aller et retours, from where the its 
principal client and books and records action is. And each member of that 27 
management team was blessed with its own Cabinet – think of politics and 
professional judgments – and avail of car with chauffeur; leaving each of the 27 on 
average about 8 foot soldiers in the frontline to do the real work. With net salaries 
and benefits for each averaging about 10x plus of that of the average citizen, cost of 
living indexes included.  
 
Would that not give the ECA rise to concerns about the independence, efficiency 
and effectiveness of that SAI institution, with a prime mandate to keep an eye on the 
integrity of governmental numbers, waste and abuse?  
 
I wish Parliament and the ECA all the wisdom in reaching out to the low hanging 
fruit spelled out above. 



  


