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Roadmap to what?

Barroso 1 Commission Strategic objective: “strive for a positive DAS”

Not a roadmap to a positive DAS: it is the Court of Auditor’s responsibility 
to form its own opinion on legality and regularity of the underlying 
transactions

It was a roadmap to an Integrated Internal Control Framework, so that 
the Commission could demonstrate that supervisory systems and 
controls are in place which keep the risk of irregularity within reasonable 
limits
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What was the problem?

The Court of Auditors stated that the rate of error was too high, 

Stakeholders, including the European Parliament and the general public, 
concluded that the Commission could not manage its budgetary 
expenditure.

The Commission had no convincing story to tell, especially when the 
rate of error remained high year after year.

The Court was able to give an indication of error rates, but not an 
analysis of the causes of these errors, nor recommend the corrective 
measures the Commission should take.

The Commission was responsible for implementing the budget, but relies 
on Member States, UN institutions and other agencies to manage 85% 
of the annual expenditure
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Several management modes in EU budget
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What steps were taken?

Inspiration: ECA ‘single audit’ opinion 2/2004

Adoption of the Commission road map on 15 June 2005: 
COM(2005)252  seeking common understanding with EP, Council and 
ECA on what the problem was, and how to resolve it.

Adoption of action plan in January 2006 COM(2006)9, and 
SEC(2006)49, comprising 16 concrete measures

Progress reports: March 2007 COM(2007)86

February 2008 COM(2008)110

Impact report       February 2009 COM(2009)43
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Objective: Provide better information

EU budget myths were widespread (see ec.europa.eu/budget/explained/myths)

It was necessary to explain that:

•There was nothing wrong with the Commission’s accounts: they present 
a true and fair view, with no qualifications after 2008.

•There was nothing wrong with payments managed entirely by the 
Commission: the ECA found a minor level of error in administrative 
expenditure

•The errors found by the Court were in the amounts claimed by the many 
million beneficiaries of EU funding throughout the EU and the 
developing world.
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Provide better information (2)

• A control framework was in place. 
The Commission checked direct expenditure (eg Research) either itself 

or through executive agencies (education and culture). 

The Commission audited the national agencies and other bodies in the 
Member States which were responsible for disbursing EU funds.

• Control systems focused on final payments, as it was too costly to 
check interim payments with the same intensity, and on the spot.

• Many errors were corrected through subsequent recoveries or 
financial corrections: around 2 billion euro each year
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One Control Framework was strong

Controls over one area of EU funding were effective in keeping the 
error rate low:
The rate of error found in agricultural expenditure was low, around the 
ECA’s materiality rate of 2%. This is because there is a  control strategy 
which the Member States are obliged to implement, e.g.:

-Integrated Administrative Control System (IACS) requiring 100% checks 
on databases of farmers’ claims and 5% checks on the spot

-5% checks on export refunds at the point of export

-5%  ex-post checks on export refunds

-Severe penalties if a beneficiary over-claims

- Annual audit

The rates of error were known, and when too high, the Commission
reformed the subsidy systems to simplify and to fraud-proof.
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Objective: Improve other Control Frameworks

Following the successful example of agriculture:

Establish control strategies over all grant schemes, so as to assess the 
error rate in each scheme as a whole, and to target higher risk claimants. 
(template for each DG)

Require certification by auditors of final claims (through agreed upon 
procedures under the 7th research Framework Programme)

Reduce the scope for errors through simplification, better information 
on aid conditions, ex-ante validation of beneficiaries’ costing systems

Provide for penalties for unjustified claims (implemented for direct 
expenditure but not structural funds)
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Objective: Improve partnership with Member States

Member States spend 80% of the budget. Try to bring them to control 
structural funds as well as they control agricultural funds.

Coordinate audit standards, sampling methodologies, reporting on
recoveries…

Promote control strategies over each grant scheme, so that error rates 
were known and high rates could be addressed

Require management declarations and audit assurance

Improve Member States’ checks over managing authorities

Improve information on controls, withdrawal of projects and recoveries

Suspend payments as soon as weaknesses were found

Encourage the National audit authorities (Supreme Audit Institutions) 
to examine controls over Community funds.



Article 248
1. The Court of Auditors shall examine the 
accounts of all revenue and expenditure of 
the Community. It shall also examine the 
accounts of all revenue and expenditure of 
all bodies set up by the Community in so far 
as the relevant constituent instrument does 
not preclude such examination.
The Court of Auditors shall provide the 
European Parliament and the Council with a 
statement of assurance as to the 
reliability of the accounts and the legality 
and regularity of the underlying 
transactions which shall be published in 
the Official Journal of the European Union. 
This statement may be supplemented by 
specific assessments for each major area of 
Community activity.

Article 276
1. The European Parliament, acting 
on a recommendation from the 
Council which shall act by a qualified 
majority, shall give a discharge to 
the Commission in respect of the 
implementation of the budget /…/ 

Article 274
The Commission shall 
implement the budget, in 
accordance with the provisions of 
the regulations made pursuant to 
Article 279, on its own 
responsibility and within the 
limits of the appropriations, 
having regard to the principles of 
sound financial management.

Article 274
Member States shall cooperate 
with the Commission to ensure 
that the appropriations are used 
in accordance with the principles 
of sound financial management.

EUROPEAN COURT 
OF AUDITORS

EUROPEAN 
PARLIAMENT

COMMISSION

DG’s

MEMBER STATES

Regions / Programmes / 
Projects

Actors of the integrated control framework 
in shared management

SharedShared
managementmanagement: : 
integrated integrated 
frameworkframework
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Objective: Monitor progress in each Commission DG

Action to improve the quality of each DG’s Annual Activity Report

Each Director-General was required to report annually:

-On the control framework in place for funds under its responsibility

-On its control strategies and rates of error

-On the building blocks of the DG’s annual statement of assurance

-On the measures taken to remedy deficiencies 

And to give an annual statement of assurance.
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Issues regarding structural funds

Member States were unwilling take full political responsibility through 
national declarations of assurance

No EU sanctions on beneficiaries who over-claim

Errors in the respect of public procurement rules in structural funds 
were symptomatic of a more general failure to respect these rules for all 
public procurement.

Commission focus on audit bodies 

Persistently high rate of error needed to be addressed by first-level 
controls
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Successful? Yes!

No positive DAS yet, but reducing error rates (over 95% of 
expenditure is error free)

Strong awareness within all Commission services of the issues, and of 
the measures to be taken (and in Member States)

Better presentation of the issues in the ECA’s annual reports

Better understanding by stakeholders of the problems and of the efforts 
made to resolve them

Much more effective and integrated internal control framework

Problems properly identified, and many measures taken to address them
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So why no positive DAS?

There is a long time lag between agreeing a corrective measure, and its 
effect on the error rate.

Final payments under the 2000-2006 structural fund programmes are still 
being made, so improvements in the controls over the 2007-13 
programming period affect only part of annual payments.

The same for 6th and 7th research framework programmes.

It takes time to change the culture of many thousand implementing 
bodies.

Still no guarantee that the error rate will fall below 2%
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What more can be done?

Yet more controls? But the costs and benefits of controls must be 
aligned.

On the one hand, rules cannot be simplified too far, or policy objectives 
will not be met;

On the other hand, no administration can afford to check that every rule 
has been respected by every beneficiary

Some errors will remain undetected

- Less than 2% for the single payment scheme

- 2% - 5% for rural development

- 2% -5% for research

Either tolerate or change policies

See Communication on tolerable risk of error COM(2008)866
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Conclusion

The Commission can demonstrate that it has given high priority to 
strengthening the control framework.

Some measures are still in progress

Some improvements still needed

Eliminating errors is only part of sound financial management: efficiency 
of administration and effectiveness of the policy  must also be 
considered.
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Q & A / Discussion


