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Introduction

When the Single Payment Scheme (SPS) was introduced in 2003, Member States were
allowed to retain up to 10 % of their national ceilings for ‘specific types of farming which are
important for the protection or enhancement of the environment or for improving the quality
and marketing of agricultural products’. This specific support was later extended by Article
68 of Regulation (EC) No 73/2009, which increased the number of objectives for which aid
could be granted.

Twenty-four Member States have decided to make use of Article 68, through a patchwork of
113 extremely varied measures. The total budget for the 2010-2013 period is 6,4 billion euro.
Although the measures are each subject to their own individual rules, most of them are based
on classic mechanisms for coupled direct payments.

Audit scope, objectives and approach

The audit focused on the introduction of the support provided for in Article 68 and the way it
was implemented in 2010 and 2011 (management and control arrangements). In order to
address the main audit question of whether the support provided was well designed and
implemented, the audit addressed the following three sub-questions:

(a) Is the implementation framework of specific support measures conceived in such a way as
to ensure consistency with the general orientation of Pillar I of the CAP?

(b) Is there sufficient evidence that the measures introduced under Article 68 are necessary
and relevant?

(c) Are these measures implemented in conjunction with a satisfactory control system?

The audit was conducted at the Commission’s services and in Greece, Spain (Aragón, Galicia,
Castilla la Mancha), France and Italy (Emilia Romagna, Lazio), Member States representing
68 % of the budgetary allocation for the 2010-2013 period and 73 % of the expenditure
budgeted for the first two years.

Work focused on a selection of 13 measures1. These 13 measures had been allocated 2 686
million euro for the 2010-2013 period, representing just over 40 % of the total budget for
Article 68 (50 % in the first two years).

The audit approach consisted of an evaluation of the work done to prepare the regulations in
force and, for the selected measures:

(a) a review of the measures’ design (e.g. needs, eligibility criteria and aid rates) and of the
documentation available in support of the choices made;

1 Aid for durum wheat, for sheep/goats in less-favoured areas, new single payment entitlements in less-favoured
or mountain areas (Greece)
Aid for crop rotation in un irrigated areas, for the dairy sector in less-favoured areas, for sheep meat/goat meat
(Spain)
Additional aid for protein crops Aid for maintaining organic farming for sheep/goats (France)
Crop rotation, Improving the quality of agricultural products in the bovine sector, Insurance (Italy)
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(b) an analysis of management and control systems;

(c) compliance tests, on a documentary basis, on a random sample of around 10 beneficiary
files per measure; most of the beneficiaries concerned had already been visited for on the
spot checks by national authorities;

(d) on the spot visits for a subsample of the files mentioned above and, where necessary, to
any other party considered relevant to the measure.

Court's findings and observations

As derogation, Article 68 allows Member States to maintain direct coupled payments ‘in
clearly defined cases’. The Court found that the Commission had little control over the
justification for such cases and that Member States had a large degree of discretion in
introducing direct coupled payments. As a result, the implementation of Article 68 provisions
was not always fully aligned with the general principles of decoupling and simplification now
governing the Common Agricultural Policy.

The Court also found that there is insufficient evidence in the Member States that the
measures introduced under Article 68 are necessary or relevant and this in terms of the need
for them, the effectiveness of their design and the levels of aid made available. Insufficient
objectives and indicators will hinder the future assessment of the measures.

Lastly, the Court pointed out weaknesses in the administrative and control systems set up to
ensure that existing measures were correctly implemented. Such weaknesses were sometimes
noted despite management and control burdens that are already heavy but might need to
increase further still if they are to meet the requirements of the regulations.

Commission's replies

Although Article 68 increased the number of objectives for which aid could be granted within
a maximum limit of 10 %, it also introduced a stricter limitation for coupled aids (maximum
3.5 % of the national ceilings of the MS).

The Commission considers that the implementation of the specific support scheme which
includes a possibility of granting coupled payments does not call into question the general
orientation of the direct payments scheme towards decoupling as this possibility is limited
(3.5 % of the national ceiling) and is compatible with WTO rules.

The legislator considered it to be the exclusive responsibility of the Member States to identify
types of farming or agricultural sectors to be supported by measures under Article 68. They
were thought to be best placed to identify regions or sectors with difficulties on their territory
and to fix priorities among various needs for targeted support.

The Commission’s proposal for post-2013 PAC includes the establishment of a common
monitoring and evaluation framework in cooperation with the Member States with a view to
measuring the performance of the common agricultural policy, including first and second
pillar measures.
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As acknowledged by the Court, the Commission had already identified several weaknesses in
the framework of the clearance of accounts procedure. Some of the weaknesses concern a
very limited number of beneficiaries and do not point to general systemic weaknesses.

The Commission’s ‘post-2013’ CAP proposal as regards voluntary coupled support is subject
to a number of limits: a list of eligible sectors and productions, defined quantitative limits,
limited percentage of the Member State's national ceiling for direct payments, Commission's
approval above a certain level of such percentage, conditions for granting the support (still to
be specified by delegated acts).

In the post-2013 CAP, the Member States will have to inform the Commission on the regions
targeted the selected types of farming or sectors and the level of support to be granted. In
doing so, they will describe the reasons why the coupled support is envisaged and what the
expected effects are. Where the decision taken by the Member State triggers the derogation
from the basic percentage of the national ceiling, a detailed description of the particular
situation in the region targeted and of the particular characteristics of the types of farming or
specific sectors which justify the increased level of support will be required. Where the
Member State's decision is subject to approval, specific constraints such as the lack of
alternatives or the need to provide stable supply to local processing industry shall be
demonstrated.

Draftsperson's position

Draftsperson´s position to be finalised after meetings on with the Commission on new
measures in place since 1 January which may ameliorate these initiatives, and following the
discussion in CONT committee. Further recommendations may be added below.

Draftsperson's recommendations for possible inclusion in the annual discharge report:

With regard to the above conclusions and to the fact that in the context of the introduction of
the ‘post-2013’CAP, the Commission proposal would allow specific support to be maintained
in the form of coupled payments, but without sufficiently defining precise limits

The European Parliament recommends that:

(a) Specific support for certain agricultural activities should be based on a strict
understanding of the provisions of Article 68 and the granting of such coupled support
should be adequately justified to the Commission and checked by it.

To be able to assume its ultimate responsibility under the system of shared management,
the Commission should play a more active role in establishing the criteria governing the
implementation of the measures.

Member States should be required to demonstrate that each specific support measure
which they intend to introduce is necessary (in terms of the need for and added value of an
approach based on derogations), relevant (in terms of implementation arrangements,
award criteria and aid levels), and that it satisfies the criteria of sound financial
management.
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(b) Account being taken of the variety of possible measures an appropriate system of
monitoring should be established to facilitate subsequent evaluation.

(c) Once measures have been introduced, the Member States should establish suitable and
comprehensive management and control systems to ensure that all the requirements of the
Regulation can be satisfied. In order to avoid generating disproportionate costs on the
limited scale of a specific support measure, the requirement for controls should already be
taken into account during the measure’s design phase (simplicity of implementation,
‘controllability’ of criteria, etc.) or, possibly, even in the decision on whether or not to
introduce a given measure.


