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Introduction 

 is 

f 

) drew by the European Commission in the same 
year as a response to the economic crisis. 

The policy is based on three axes: 

1. Improving the competitiveness of the agricultural and forestry sector; 

2. Improving the environment and countryside; 

3. Improving the quality of life in rural areas. 

the 
easures' are defined which are the 

specific instruments to implement each of those axes. 

 
 which 

the EU funding is channelled and they are approved by the European Commission.  

pean 

vides a set of indicators to assess the level of 
achievement of the expected objectives. 

e 

 
d spending on rural development in the EU. All Member states have used 

this measure 121. 

The eligible criteria to grant support to an investment are: 

formance of the agricultural holding (modernisation, 
innovation and quality) 

- respect the Community standards applicable to the investment concerned. 

The common rural development policy is the second pillar of the common agricultural policy 
(CAP). It is implemented through multiannual programming periods. The current period runs 
from 2007 to 2013 and the EU applies a co-financing principle under which the EU funding
complemented by national funds and by private funding. For this purpose the EU uses the 
European Agricultural Fund for Rural Development (EAFRD) which had 96 billion euro 
budgeted for the programming period 2007 to 2013. This included almost 5 billion euro o
supplementary funding made available after the 2008 "Health check" and the subsequent 
European Economic Recovery Plan (EERP

The legal framework governing the rules on rural development in the period 2007-2013 and 
the policy measures available to Member states and the regions is Council Regulation (EC) 
No 1698/2005. In addition the Council sets at Community level the strategic priorities for 
rural development. Then a set of 'rural developments m

In parallel, the Member states draw up their own rural development programmes (RDP) at 
national or regional level where they define a strategy and identify the measures they wish to
use to address their needs. The RDPs are the major programming instrument through

For the purpose of monitoring and evaluation of the rural development policy, the Euro
Commission and the Member states agreed on a 'Common Monitoring and Evaluation 
Framework' (CMEF). This instrument pro

Under axis 1, there is the specific measure 121 that subsidises investment projects aimed at 
modernising agricultural holdings It amounts a total of 11,1 billion euro, financed through th
EAFRD (financial figures as at January 2012, including 630 million euro from the "Health 
Check' and the EERP); which represents, over the whole programming period, around 11% of
all the EU's planne

- improve the overall per



 
The measure 121 investment projects should target Member states identified needs and 
structural disadvantages. However Member states apply different methods to achieve this 
target. One process is setting selection procedures with well defined criteria that mitigate
risks to sustainability and deadweight (i.e., the investment would have been carried out 
anyway without the public aid) as a way to have economically viable projects which clearly 
need EU funding. Another possibility is scoring systems that compare projects on objective 
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basis, allowing the selection of projects that best meet the EU priorities and identified needs.    

The audit's scope, objectives and approach 

pean Commission and implemented by the Member states. The overall 
audit question was:  

 agricultural holdings directed to EU priorities and 
specific needs in Member States?  

a funding made available under the 
‘Health Check’ and the EERP through measure 121. 

investments on farms that were not economically viable and to reduce the 
risk of deadweight. 

d 
g), 

Ps, 
toring tool for 

measure 121. Further three Member states were subject to a desk review.   

 
s visited 21 of the projects in the sample on the spot and interviewed the final 

beneficiaries. 

The Court's findings and observations 

re 
likely to achieve, the modernisation of the holding and/or the farming sector concerned. 

l 
ovative, with better energy performance and upper hygiene and animal welfare 

standards.  

The audit evaluated how measure 121 - "modernisation of agricultural holdings" - was being 
managed by the Euro

- Is EU aid for the modernisation of

The audit also assessed the implementation of the extr

Finally, the audit assessed whether Member States had introduced effective systems to reduce 
the risk of financing 

The audit work was carried out in 2009 and included visits to the European Commission an
to the following 10 Member states: Belgium (Wallonia), Germany (Baden-Württember
Spain (Catalonia), France (mainland), Italy (Veneto), Luxembourg, Hungary, Poland, 
Portugal (mainland) and Romania.. In the European Commission the Court analysed the 
design of the measure, the process of approving the RDPs submitted by the Member states 
and the follow up actions. Seven out of the ten Members states were visited by the audit team 
which assessed the relevant legislation together with the documentation included in the RD
the selection procedure of the investment projects and the CMEF as a moni

The Court reviewed a sample of 100 investment projects approved during 2009/2012 by the 
competent national or regional authorities (10 investment projects for each Member State or 
region audited) in order to analyse the process by which these projects had been selected. The
Court’s auditor

The Court found that all 100 projects in the sample reviewed had already achieved, or we

However there is always a certain degree of modernisation when purchasing new equipment 
or facilities. The modernisation normally includes new technologies which are environmenta
friendly, inn



 
The modernisation element per se was not enough to fulfil the criteria established for the 
application of measure 121. In addition, some Member states targeted the aid to projects that 
addressed identified needs and EU priorities, but in practice little prioritisation took place. A
there was generally sufficient budget available, the majority of Member states ended up by 
granting the award to all the projects regardless of the assessment result. This behaviour was 
certified by the European Commission which approved the RDPs, and as a consequence mad
the EAFRD funds available to the Member states. These RDPs should include, according to 
the Court, the key elements that Member states intend to use for the selection of investme
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s 

e 

nt 
projects in order to identify if and to what extent the required targeting will be achieved. 

ice. 

addressed all EU priorities and therefore the results of the monitoring were not reliable.  

 not comparable between Member states and cannot meaningfully be aggregated at 
EU level. 

 
 

ion's 

 measure 121 was targeted. All 10 of the RDPs 
were, however, approved by the Commission. 

The 'Health Check' and the EERP

In this case of application of measure 121, the Court found that the description of targeting 
elements included in the RDPs did not always correspond to the targeting applied in pract
This implied that the CMEF could not monitor properly to which extent the measure had 

A consequence of the low reliability and lack of common definitions is that the data that was 
collected is

Two of the 10 RDPs examined contained clear evidence of good targeting of measure 121
(Italy (Veneto) and Hungary). Six other RDPs contained little evidence of such targeting
(Belgium (Wallonia), Germany (Baden- Württemberg), Spain (Catalonia), France, and 
Portugal). The Romanian RDP although late in its targeting at the time  of the Commiss
approval, showed later strong good targeting in practice. Two RDPs (Luxembourg and 
Poland) did not contain sufficient evidence that

 

ropean 

e and 
er strengthening operations 

related to the EU's challenges in the Member states' RDPs. 

s 

of 
distinction between the pre and the post Health Check made the comparison impossible.  

 
 

o 

er 
states selected projects that had already started, thereby entailing the risk of deadweight.    

In 2009 following the Health Check and the EERP, an additional 4,95 billion euro was 
available. The European Commission identified in its proposal 'new challenges' for Eu
agriculture, in the areas of climate change, renewable energy, water management and 
biodiversity. The Council added the restructuring of the dairy sector as a further challeng
emphasised the importance of targeting these funds by furth

The Court observed that some Member states did not use the additional funding to 'further 
strengthen' measure 121. In some of the audited Member states the additional funding wa
simply used as an increase of budget and in other cases the RDPs had already addressed 
objectives linked to the new priorities before the Health Check. Therefore, even in the cases 
where the additional funding was indeed used to 'further strengthen' the measure, the lack 

When analysing the targeting aid to avoid risks to sustainability and deadweight, the Court
found that there was an insufficient verification of the economic viability of holdings and
investment projects submitted. All the audited Members states required the applicants t
submit some way of proof of the economic viability of their holding, but the level and 
extensiveness of such proof varied significantly between Member states. In addition, Memb
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The Commission's replies 

ational safety, hygiene or 
animal welfare status, if fulfils the objective of the measure. 

ission. The targeting of the measure can be achieved by other 
means than selection criteria. 

e 
n to 

ty to transfer funds programmed before the Health Check/EERP to the 2010-2015 
period. 

armarked and 
has to be spent for this priority within measure 121 for the years 2010-2015. 

ter 
an application has been submitted to the competent authority shall be considered eligible. 

For the next programming period the Commission is proposing to: 

targeting through the Union priorities for rural development and their focus areas; 

d targeting of measures in accordance 
with the Union priorities for rural development; 

- improve targeting to investment support to farm restructuring; 

rder to 
veness and foster ownership by sharing good 

practices and building capacity; 

icators to assess progress towards targets established ex 
ante at programme level; 

asures and budgetary allocations 
and setting specific financial and indicator plans; 

ures that provide support for new economic 
activities in order to ensure viability; 

The European Commission considers that when an investment improves the economic 
performance of the holding or improves environmental, occup

According to Regulation (EC) No 1698/2005, the selection criteria may be defined after the 
programme approval in consultation with the Monitoring Committee and they are not subject 
to RDP approval by the Comm

The 'new challenges' brought forward in the Health Check are mentioned in article 16a of th
2005 Regulation which did not require any additionality. Where the amounts in relatio
new challenges were deemed appropriate by the Member states, they were given the 
possibili

The Commission considers that further strengthening has taken place as the post-Health 
Check/EERP financial allocation to measure 121 has increased by 29%, it is e

In its proposal of September 2010 for the amendment of Regulation (EC) No 1698/2005 and 
in respect of investment operations under measures falling within the scope of Article 42 of 
the Treaty, the Commission has proposed that only expenditure which has been incurred af

- reinforce the strategic programming, with the result of an improved strategic 

- reinforce the definition and application of selection criteria to ensure equal treatment 
of applicants, better use of financial resources an

- review, with the Member states, the monitoring and the evaluation system in o
improve its efficiency and effecti

- establish quantified result ind

- the Member states to have the possibility of designing thematic subprogrammes to 
address specific need, by earmarking particular me

- require a business plan for certain meas
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application has been submitted to the competent authority shall be considered eligible. 

Draftsman's recommendations for possible inclusion in the annual discharge report 

[The European Parliament] 

ernisation of 
agricultural holdings, and endorses in principle  its recommendations; 

 
d spending on rural development in the EU. All Member states have used 

this measure 121. 

ing 

n Member States (and/or regions) and  to 
monitor the achievement of the EU’s priorities; 

ress and achievement 
of the defined objectives and its impact, and effectiveness at EU level. 

 in the 
udget, and to give this measure uniformity in its 

implementation by Member States. 

ompetitiveness 
in EU agriculture and progressive liberalisation of world markets and trade. 

 

easure 121 was targeted. All 10 of the RDPs were, however, approved by the 
Commission.  

y 
re which has been incurred and approved by the competent authority, shall be 

eligible. 

- confirm the proposal that only expenditure which has been incurred after an 

Welcomes the Court's special report on the targeting of aid for the mod

Reminds that the specific measure 121 that subsidises investment projects aimed at 
modernising agricultural holdings amounts a total of 11,1 billion euro financed through the 
EAFRD (financial figures as at January 2012, including 630 million euro from the "Health 
Check' and the EERP), which represents, over the whole programming period, around 11% of
all the EU's planne

Calls on the Commission to improve the CMEF so as to obtain an efficient tool  for the 
Member States and the Commission which  generates  relevant data to be used for monitor
the results obtained with the funds spent on measure 121; insists on the need to develop   
reliable indicators  to allow  comparisons betwee

Considers that Member States need to have a common system of monitoring and assessment, 
to ensure that the Commission will be able to analyse the extent of prog

Considers that the application of aid to the modernization of farms must have a certain degree 
of homogeneity in different territories, and therefore it is necessary to avoid dispersion
areas of regulation, application and b

Emphasises the importance of strengthening structural measures on farms, in particular 
measures aimed at modernization which are essential to achieve improved efficiency and 
competitiveness. In this regard it is necessary to provide them with a sufficient budget given 
the significant present deficit and taking into account  the  context of strong c

Takes note that two of the 10 RDPs examined contained clear evidence of good targeting of 
measure 121 (Italy (Veneto) and Hungary). Six other RDPs contained little evidence of such 
targeting (Belgium (Wallonia), Germany (Baden- Württemberg), Spain (Catalonia), France,
Romania14 and Portugal). Two RDPs (Luxembourg and Poland) did not contain sufficient 
evidence that m

Takes note that for the next programming period, the Commission has proposed  that onl
expenditu



 
Is of the opinion that, taking into account the complexity and diversity of different agricul
structures within the European Union, it is necessary to maintain specific support to the 
moderniz

DT\936780EN.doc 7/7 PE510.837v01-00 

 EN 
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ation of associative operating systems for agricultural purposes as it has proved 
objectively to  solve  problems of insufficient economic dimension and/or generational 

opean Court of Auditors  to  provide the cost- benefit criteria on which its 
recommendations have been based upon  and  the  necessary concrete criteria  for  measuring 
innovation. 

change. 

Calls the Eur


