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1. VALUE FOR MONEY

The Parliament has voted to place 30% of the appropriations for a number of budget lines in 
the reserve under the heading of "value for money". Here below, in advance of the hearing of 
15 November, are the Commission's responses to the conditions for the lifting of these 
reserves.

1.1. Based on the 2005 Synthesis Reports on Commission Management

Amendment Budget lines Description – Research lines
1008 08 03 01 Cooperation – Food, agriculture and biotechnology

1009 08 04 01 Cooperation – Nanosciences, nanotechnologies, 
materials and new production techniques

1010 08 10 01 Ideas
1011 08 13 01 Capacities – Research for the benefit of SMEs
1012 08 20 01 Euratom – Nuclear fission and radiation protection

Conditions for releasing the reserve:

In its Annual Activity Report 2005, DG Research expresses a reservation concerning the verification of the 
exactitude of the costs as declared by beneficiaries concerning contracts under the 5th Framework Programme for 
Research. Before the Parliament's 2nd reading, the Commission is requested to provide information on the steps 
taken to address this problem under the current 7th Framework Programme for Research.

Commission Reply:
The complexity of rules concerning FP5 projects resulted in some errors, as the beneficiaries 
might not have had sufficient understanding of all their contractual obligations. However, the 
financial impact of these errors was limited, with the results of the external audits showing 
that less than 3% of the payments executed for FP5 were affected by errors.

In order to address the problem of errors in the cost statements declared by the beneficiaries, 
the Commission has adopted an Action Plan1 following the Synthesis Report of the Annual 
Activity Reports 2001, and the analysis of the functioning of the management system by the 
Court of Auditors in their special report on the management of FP5 confirms the usefulness of 
the action taken by the services of the Commission. 
It must be stressed, that through the various elements introduced in FP6 – audit certifications, 
simplification of contractual matters and introduction of penalties for all overstatements – the 
control system has been reinforced compared to FP5. 

The evolution and maturation of the control system for these framework programmes has 
been taken into account in the design of the FP7. Major improvements have been 
incorporated, including ten specific measures of simplification as laid down in the 
Commission Staff working document on simplification in FP7 (COM (2005)119 final).

In this context, in the proposal for FP7, the Commissioner for Research, Mr Potočnik, called 
for the establishment of a Commission inter-services working group to bring forward 
proposals for simplification under FP7. In addition, a Sounding Board of smaller actors has 

  
1 Decision C(2002)5558 of 10 January 2003
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been set up with the aim of removing or reducing the barriers faced by players participating in 
FP7.
The implementation modalities of FP7 are based on three principles:

1. Flexibility – providing the necessary tools to achieve FP7 objectives efficiently;
2. Rationalisation – establishing a better balance between risks and controls, avoiding 
procedures, rules and requests that have no added value, and aiming for the reduction of 
delays.

3. Coherence – clarifying rights and obligations, ensuring consistent and user friendly 
communication, matching objectives and means, and taking into account participants' own 
practices and pre-existing rules as far as possible;
Major improvements in the design of FP7 like the use of audit certificates and the certification 
of costs by external bodies, more reliance upon flat rate financing the complete redrafting of 
all supporting document in a clear user friendly way and the simplification measure in general 
will all contribute to avoiding similar problems in the future.

1.2. Based on Cost Benefit Studies

Amendment Budget lines Description
1013
1017
1018
1020
1021

Various 
administrative 
support expenditure

External Relations 
Trade 
Development Cooperation
Enlargement 
Humanitarian Aid

Conditions for releasing the reserve:

In order to release the reserves, either fully or partially, before Parliament's second reading, the Commission 
shall:

- justify the administrative share compared to other EU donors

- explain the sharp rise in such costs over the current FP

- set out its reasons for requesting these appropriations in relation to the overall objective, i.e. to ensure high 
quality external programmes that contribute, inter alia, to the millennium development goals while ensuring that 
as high a proportion of funds as possible reach the final beneficiaries.

- set out any measures taken to halt this rise in administrative expenditure

Commission Reply:
The justification of the reserve is that "the administrative costs of development aid 
programmes have more than doubled" and that the Commission is a high cost donor. This 
conclusion is drawn on the basis of the analysis of Economisti Associati in the document 
"Assessment of Budgetary resources and means in the area of development and cooperation" 
commissioned by the European Parliament. 

The Commission has a different analysis of the evolution of administrative costs.

The apparent increase of administrative costs shown in OECD DAC figures reported is due to 
a change in the reporting methodology. Prior to 2003, the only administrative costs declared 
were the so-called BA lines, excluding the costs of staff and buildings. From 2003 onwards, 
the administrative costs declared in our report to OECD have been made more 
comprehensive, progressively including other identifiable items such as permanent staff and 
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buildings. The study from the consultants itself stresses that "the data presented must be 
regarded as tentative and must be interpreted with care"2 and points to significant 
discrepancies between donors indicating that the items covered are not fully comparable.

The figures from 2002-2005 for administrative costs of Policy Areas RELEX, DEV, ECHO
and ELARG (i.e. the major areas in the budget providing DAC assistance classifiable as ODA 
or OA) do show an increase between 2002 and 2005, but no where near the "more than 
double" claimed – the costs in 2005 were 25% higher than in 2002. It is also worth noting that 
in the meanwhile total disbursed external aid has also increased by 25%. The annexed table 
"Evolution of administrative cost" presents a global view of the detailed figures already 
included in the Commission budgetary documents over the period 2002-2005. The 
Commission is providing the total cost of its external role in the world through the ABB 
structure which allows for a transparent way of presenting such costs in terms of staff, 
buildings and related costs for the RELEX family (chapters 19 01, 21 01, 22 01 and 23 01).

As regards strictly administrative costs, there has been a steady increase in 2003 and 2004, 
and then a slight decrease in 2005. For the following years (2006 execution and request for 
2007) only a moderate increase is foreseen. It should be noted that the figures quoted relate to 
the total cost of political relations and managing external aid programmes. The figure for 
OECD DAC reporting on ODA is thus less, though the underlying trend remains valid. The 
justification for requesting reinforcement of appropriations is that the Commission, with the 
support of Parliament, has set out to improve its staffing situation in external aid and to 
combine this with devolution to our delegations (deconcentration). The Commission has 
reformed external aid management with full transparency in regard to staff and costs. It has 
never been suggested that devolving functions to the Delegations would cost less, but we did 
expect our programmes to become more effective and efficient. Therefore it is worth pointing 
out that the Court of Auditors in its reports on programmes in Russia and in the 
Mediterranean, in addition to the report on the Commission’s management of devolution, has 
commented very positively on the increased effectiveness which has resulted.

In the case of humanitarian aid, ECHO is generally recognised as a donor who is able to 
provide a swift, efficient and effective reply to humanitarian crises in the world. This is 
confirmed by the various positive remarks concerning ECHO's activities in the study 
commissioned by the Committee on Budgets, which does not provide any conclusion on the 
administrative cost of humanitarian aid.

Finally, administrative expenditure finance also audits and evaluations, which are required by 
the Financial Regulation, and some public awareness and information campaigns, which are 
important also for the Budget Authority. Placing a significant amount in reserve will have an 
impact on the implementation of these activities.

Consequences if the reserve is not released at 2nd reading:
If there is no certainty on when and whether the full amount of appropriations will be 
available, in practical terms the 30% reserve means that the appropriations available can only 
cover the salaries of external staff until approximately 1 September 2007. After that there is 
no budgetary coverage.

  
2 See chapter 5 "Cost of the aid machinery", point 5.5 "Concluding Remarks"
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This means that all external staff in RELEX and AIDCO Brussels and in delegations should 
be given a prior notice of dismissal (legal obligation stipulates 3 months) by June at the latest, 
due to lack of budgetary coverage from September onwards. For DG TRADE recruitment of 
external staff would also be affected, at a time when the Parliament's INTA committee has 
explicitly recommended an increase in trade officials in delegations.

The dismissal of staff before the end of contracts entails additional costs in the form of 
indemnities for breaking contracts, so the reduction of external staff numbers would be more 
than proportional to the 30% reduction of funds available.

As regards buildings and related expenditure in delegations, (i.e. lighting, heating, etc), 
reduction of funds available will be critical since rental costs of delegations' premises are 
often due either once or twice a year to cover the whole twelve-month period. Any 
uncertainty about the availability of funds on this line may put the Commission in a situation 
where it has to delay such payments, or in other words, default on its bills. No new contracts 
could be signed in 2007 due to the insufficient budgetary coverage over the twelve months of 
the year.

In the case of humanitarian aid, any flexibility on resource allocation is excluded, and ECHO 
could not guarantee the continuity of all humanitarian operations in 2007.

Considering that expenditures such as salaries or buildings are centrally managed, related 
amendments should be made on the level of a "XX line" instead of a "specific line" in order to 
avoid technical problems for the execution.

1.3. Based on Special Reports of the Court of Auditors

Amendment Budget lines Description
1014 19 08 01 03 European Neighbourhood and Partnership (ENP) 

financial cooperation with eastern Europe
994 31 01 07 01 Support services for DGT

Amendment 1014: Budget line 19 08 01 03 European Neighbourhood and Partnership 
(ENP) financial cooperation with Eastern Europe

Conditions for releasing the reserve:

Before Parliament's second reading, the Commission should:

- clarify how the shortcomings noted have been addressed in the new Neighbourhood programme and any new 
country strategy proposed for Russia;

- clarify how the project cycle will be/has been improved to avoid the habitual delays associated with this 
programme;

- state the concrete measures taken to improve involvement of beneficiaries;
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Commission reply:
The reform of External Assistance
As the Commission has already pointed out in its replies to the Court's Special Report, most 
of the shortcomings mentioned therein relate to projects designed in the period 1999-2001. 
The Commission has itself recognised many of the problems mentioned by the Court and has 
since 2001 embarked on a major reform of its external assistance. The ‘Qualitative 
Assessment of the Reform of External Assistance’ issued by the Commission in July 2005 
suggest that Assistance is now delivered with more impact and is managed more efficiently.
The main components of the reform have been: 

First of all, the devolution of EC external aid management to the Commission Delegations:
Devolved management improves the monitoring and control of project implementation on the 
spot, it ensures a greater involvement of the beneficiaries in the partner country from the 
preparatory phase to the final implementation, and it also strengthens the Commission 
involvement in donor coordination. The Court in its report has commented very positively on 
the increased effectiveness which has resulted.

The External Assistance Reform has strengthened the quality of the projects, i.e. by 
introducing the systematic review of projects/programmes at identification and formulation 
stages by so-called Quality Support Groups. In this context, all projects of the Action 
Programme 2006 for Russia have been screened by experts at least twice during the 
identification/formulation phase.
The Commission has made the use of the Project Cycle Management (PCM) methodology 
and logical frameworks obligatory as of 2001. The establishment of the Action Programmes 
for Russia in the recent years have used PCM as a framework and all projects of the Action 
Programme 2006 were designed on the basis of a logical framework.
The Commission has strengthened the evaluation function within its quality and 
accountability systems. An independent evaluation unit for all RELEX programmes is now 
answerable directly to the Commissioners, and concentrates on strategic evaluations at sector 
and country level. All evaluations are carried out by independent experts, and the final reports 
are sent in hard copy to the Foreign Affairs and Development Committees of Parliament, as 
well as being posted on the EuropeAid website. An evaluation of the TACIS programme was 
concluded earlier this year. 

A database of results-oriented monitoring by independent experts of on-going projects has 
been established as a valuable management tool, which allows learning from good and bad 
practices. 
As regards delays in the implementation of the programme, a number of procedural steps need 
to be taken into account. The Commission strives – with good results – to minimise time 
spent on these necessary procedures. For example, for the 2006 Action Programme the 
Delegation/headquarter needed around 9 months from identification to the Commission 
decision and the establishment of the Financing Agreement. This is comparable with 
programming periods of other donors/IFIs. The longest delay occurs with regard to the 
signing of the Financing Agreements (FA) by the beneficiary country. In some cases, the 
Commission needs to wait for more than a year before it can start with the implementation. 
The signing of the FA by Russia depends on its internal coordination/consultation mechanism, 
the internal political situation as well as other political issues between the EU and Russia. 
Unfortunately all these issues are outside the discretionary capacity of the Commission.   
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The new programming period
The Commission has taken due account of the Court's audit results and recommendations 
when preparing the new Country Strategy Paper 2007-13 and Indicative Programme 2007 –
2010 for Russia. The Commission future cooperation with Russia will be based on the new 
strategic framework of 'Common Spaces' agreed between Russia and the European Union. 
Hence, rather than seeking to meet development-oriented objectives (as was the case under 
TACIS) financial cooperation between the European Commission and Russia under ENPI will 
be predominantly based on the mutually-agreed policy objectives of the Common Space 
dialogue.

The new instrument ENPI allows for a wider range of implementation mechanisms (TAIEX, 
twinning, sector-wide programmes, etc.), than under the TACIS programme, with a view to 
improving the impact and effectiveness of the cooperation programme with Russia.
As the European Neighbourhood and Partnership Instrument enters into force, the 
Commission’s new 2007-2013 Country Strategy Paper and 2007-2010 National Indicative 
Programme for Russia also reflect its regained financial strength. As a consequence the 
financial amounts available for Russia have been decreased significantly for the period 
2007-10. 

In conclusion, the Commission has put significant effort into improving 
assistance/cooperation activities across the board.  These efforts have brought about 
improvements in the delivery of Commission assistance, and have had a positive impact on 
the Commission's financial cooperation with Russia specifically (see tables below).  Despite 
these tangible improvements, a word of caution is appropriate. The dialogue with the Russian 
Federation on financial cooperation – although much better than in the period 1999-2001 after 
Russia's financial crisis – is and will remain difficult, largely because of the political context 
of cooperation. 

Performance of Tacis projects in 2003-05
This annex gives an overview of the increase in performance of TACIS projects in Russia
achieved since the reference period of the Court of Auditors Report. The most recent 2005 
Monitoring Report of TACIS projects (attached) revealed a significant increase of quality of 
projects in terms of relevance, efficiency, effectiveness, impact and sustainability.

The report founds that:
• The project performance in Russia has increased to a comparative level with the other 

"TACIS regions" (e.g. Ukraine/Moldova, the Caucasus or Central Asia. 
• A clear positive tendency in all criteria and the most crucial sub-criteria such as 

Impact and Sustainability (including institutional and financial sustainability). 
• Projects in Russia in the meantime score particularly well on the criterion of 

Sustainability and all its sub-criteria.
• A significant positive tendency can be observed in the criterion Project 

Design/Relevance, which can be attributed to improved dialogue and partnership as 
well as to the de-concentration of EC services and responsibilities. 
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Tacis Programme 
Russia 2003 2004 2005

Number of Reports 106 165 145
Quality of design / 
relevance 2,80 2,89 3,03
Efficiency 2,72 2,75 2,85
Effectiveness 2,95 3,00 2,95
Impact 2,91 3,08 2,98
Sustainability 2,94 3,11 3,13

Average 2,86 2,96 2,99

Tacis Programme 
Russia 2003 2004 2005

Potential sustainability
Policy support 3,01 3,07 3,14
Institution building 2,94 3,11 3,08
Socio-cultural adequacy 3,00 3,10 3,26
Technological adequacy 2,67 3,07 2,97
Environmental adequacy 3,10 3,28 3,26
Economic adequacy 2,88 3,02 3,02
Average Score in Total 2,94 3,11 3,13

Note: A = very good (4); B = good (3); C = problems (2); D = serious 

Amendment 994: Budget line 31 01 07 01 Support services for the «Translation» 
Directorate-General
Conditions for releasing the reserve:

Before Parliament's second reading, the Commission should: 

- provide a note describing how it intends to streamline procedures for the management of translation services, 
scope for further interinstitutional cooperation and possibilities for improving the efficiency of the translation 
process;

- carry out a review of EPSO's inability to recruit sufficient translators for the languages of the new Member 
States in time, and prepare an action plan of the steps needed to rectify this problem and ensure that the same 
problem is not repeated for the candidate countries.

Commission Reply:
The Commission welcomes the special report 9/2006 of the Court of Auditors on the cost of 
translation which adequately reflects its efforts to respond to the unprecedented challenges 
resulting from the 2004 enlargement. The Commission is of the opinion that, in spite of 
difficulties encountered, these challenges have been adequately met. 

The Commission believes that its translation performances, as described by the Court of 
Auditors, compares rather favourably to the other institutions.

In response to the request of the EP, the Commission is addressing each of the following 
critical issues highlighted by the European Parliament, as follows:
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Streamlining procedures for the management of translation demand
This issue is linked to the following observations from the Court of Auditors' special report:
(i) the need to extend internal guidelines governing translation requests to non core 

documents;
(ii) the need to monitor/screen grey translations and direct outsourcing by DGs and services 

(both without any current involvement of DGT);
(iii) the need to streamline procedures for requesting translations in DGs and services
The Commission is currently preparing an update of its translation strategy for 2007 and 
beyond. This updated strategy will extend the guidelines governing translation requests 
(priorities, document length, target languages) to cover a wider range of document categories 
and will equip DGs and services with a set of guidelines to ensure cost-effectiveness for all 
translation demand, including non-core documents (accounting for some 33% of total 
production in 2005).

The Commission has assessed the magnitude of 'grey' translations (i.e. translations undertaken 
by Commission staff within individual DGs and services) and direct outsourcing (i.e. 
outsourcing without using the contractual frameworks set up by DGT and not necessarily with 
the involvement of DGT): grey translation accounts to some 70 000 to 100 000 pages per 
year; direct outsourcing to about half a million pages per year. 
In the context of the forthcoming update of the translation strategy, DGT will be confirmed as 
the centre of competence for all translation issues. It aims at concluding service level 
agreements with DGs to ensure that these parallel translation activities are screened against 
real needs and organised in a cost-efficient way.
The Commission will also promote, through the network of translation correspondents, better 
forward programming, prioritisation and authorisation of translation demand within its DGs 
and services. Nevertheless, it will draw primary assurance on the coherent implementation of 
its strategy from DGT's screening of translation demand.

Scope for further interinstitutional cooperation
This issue is linked specifically to the Court of Auditors observation that EUR 11 million 
could be saved on freelance spending in 2005 through better sharing of spare capacities 
across the institutions.
The Commission restates its comments made in response to this observation of the Court of 
Auditors: the potential saving of EUR 11 million for 2005 referred to is not relevant for the 
Commission and could not have been achieved by it: idle capacity was available only for the 
EU15-non procedural languages and the Commission offered this idle capacity to the other 
institutions. Moreover, in 2005 the Commission reduced external translation for these 
languages to practically zero and there was therefore no potential for savings on its external 
translation budget.

The Commission shares the Parliament's views on the importance of inter-institutional 
cooperation and remains committed to develop the 2005 pilot scheme on balancing workload, 
intended to build-up mutual confidence, to an integral part of its translation workflow. 
Already in 2006 the workload balancing figures show a steady increase in the total volume. 

However, the Commission warns against unduly high expectations on the cost-saving 
potential of the workload balancing scheme. Further progress on the resources adjustment (see 
below) will reduce the potential of the workload balancing scheme, a certain margin of 
internal capacity must always be available to meet unforeseen demand, and exchange of 
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workloads requires a coincidence between available idle capacity and request for exchange at 
any given point in time.
The Commission also pursues other synergies through interinstitutional cooperation by means 
of interinstitutional calls for tender, interinstitutional use of translation support tools, etc.

Improve the efficiency of the translation process
This issue is linked specifically to the following observations of Court of Auditors in relation 
to the efficiency of the translation process
(i) inadequate demand forecasting; 
(ii) lack of information on the use of available (high-quality) translation support tools
(iii) drop in productivity
As of 2005, following the adoption of its translation strategy, the Commission significantly 
improved its capacity for forward translation programming: a large part of the Commission’s 
translation workload is covered by agenda planning and regular monitoring with DGs in 
coordination meetings. DGT’s demand management unit maintains regular contacts with 
translation correspondents in every DG and these efforts have resulted in a situation in which 
most DGs send regular forecasts, especially when there are important issues at stake.

The need to rely on a more robust programming instrument has been recognized by the 
Secretariat-General and steps are being taken to better integrate translation in the 
programming instruments of the Commission.
With respect to the use of IT-tools, the Commission actively promotes their systematic use by 
its translators to increase cost-efficiency. Actions in this area have consisted of awareness-
raising, training (in particular with a view to enabling end-users to make efficient use of these 
tools), and ensuring that productivity-enhancing tools run smoothly with other applications 
(e.g. TWB with LegisWrite). The use of such tools has been constantly advocated by senior 
management and the Commission recently issued some “best practices guidelines” for its 
translators. Special efforts are also made to train newly recruited translators and secretaries to 
use computer tools. IT routines are currently being developed to allow for an automated 
registration of the use of these tools to allow better monitoring of their use across the 
language departments. 
The drop in productivity from 2003 (1054 pages/translator/year) to 2005 (797 
pages/translator/year) is mainly the result of overcapacities in the EU15-non procedural 
languages as a result of sudden drops in demand in accordance with the Commissions 
restrictive demand management strategy for the period 2004-2006. DGT is currently 
adjusting the resources base across its language departments to match these to the new 
demand patterns. In this context challenging productivity targets have been set for 2007.

Review EPSO's inability to recruit sufficient translators for the languages of the new 
Member States and ensure that the same problem is not repeated for the candidate 
countries
EPSO is an inter-institutional Office in charge of selecting staff for the Institutions. The 
recruitment is under the strict responsibility of the Institutions. In its role of selecting staff, 
EPSO has organised the following competitions in the context of enlargement.
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EUR 10:
EPSO/LA/11/03 - first wave -
Language Target Participants Laureates 

*
Recruited Available 

CZ 135 410 80 70 10
EE 135 140 84 75 8
HU 135 675 89 77 11
LT 135 150 54 44 10
LV 135 82 44 39 5
MT 135 40 8 7 1
PL 135 1.191 113 89 23
SI 135 184 14 13 1
SK 135 435 63 57 6
TOTAL 1.215 3.307 549 471 75
* Available from May 2004 to October 2004

EPSO/AD/5/05 – second wave –
Language Target Participants Laureates*

CZ 125 592 **
EE 125 206 88
HU 125 603 96
LT 125 403 73
LV 125 207 55
MT 125 136 55
PL 125 1.233 125
SI 125 278 59
SK 125 509 90
TOTAL 1.125 4.167 641
* Reserve lists available since June 2006 according to the language.
** 140 candidates have been admitted to the oral tests. Reserve list will be available by 

the end of November 2006.

For the first wave of competitions, there were supply-side problems, with the number of 
participants to the competitions lower than the target number of laureates for some languages. 
After the normal selection procedure 549 laureates filled the reserve lists compared to a target 
of 1215 (45% of target). However, the situation is more encouraging for the second wave of 
competitions.
EUR 2:
Competitions:
EPSO/AD/35/05 (BG): 168 candidates admitted to the oral tests
EPSO/AD/36/05 (RO): 221 candidates admitted to the oral tests
Reserve lists will be available before the end of the year. Further improvements are planned, 
with a view to speeding up availability of laureates as detailed in the response to amendment 
907. 

As concluding remark, the Commission would like to highlight that its budget request for 
2007 is slightly below the allocation for 2006. It is essential for the Commission to have this 
budget to face additional needs for externalisation resulting from the 2007 enlargement, to 
compensate for the planned capacity reduction for in-house translation for the EU-15 
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languages (through internal redeployments), and to ensure it can meet its legal obligations to 
provide legislative proposals and other documents required in all EU official languages.

1.4. Based on Budget Forecast Alert

Amendment Budget lines Description
854 18 03 03

18 01 04 02
05 05 01 01
13 05 01 01
13 05 01 02
21 49 04 01
22 02 05 01
22 02 05 03

European Refugee Fund

SAPARD
ISPA

Other aid – administrative expenditure
PHARE
Turkey

Conditions for releasing the reserve:

The Budget Forecast Alert is a new tool prepared by the Commission to assess the quality of implementation and 
therefore qualitative value for money for particular areas of EU spending.  The rapporteur has made use of this 
information to propose amendments on 7 budget lines on which implementation rates appear unsatisfactory.

For each of these sets of amendments, the rapporteur proposes to place 30% of the relevant commitment and 
payment appropriations in reserve for the related budget lines, pending information and improvements regarding 
the problems identified.

Commission reply:
European Refugee Fund
The Fund calls for projects to be proposed by the relevant Member States bodies. It has a 
commitment cycle concentrated in the second part of the year. In mid-July, the commitment 
implementation rate stood at 0%. However, by the end of October it was 46%. Projects 
currently in the pipeline for a financing decision are expected to lead to a budgetary 
commitment rate of 65% by the end of November and 70% by mid-December. The remaining 
projects will have reached their finalisation stage by the end of the year.

Pre-Accession Instruments
The issue raised by EP is a lower than forecasted implementation this year in terms of 
payments appropriations for the three pre-accession instruments. 
As regards SAPARD, this is mainly due to delays in execution of the programmes especially 
in Romania. The delay is due, in particular, because of the floods which took place in 2005 
and 2006 and because of the importance, among the contracts agreed, of infrastructure works 
which need a longer time to be executed. Following close monitoring as soon as the 
Commission became aware that implementation would be lower than initially foreseen, it 
proposed an amending Budget revising the figures downwards based on the latest forecasts.
Newest data received on commitments made to final beneficiaries indicate that the 
implementation of both programmes is speeding up again and it can be expected that the PDB 
2007 appropriations will be fully required.

As regards ISPA, payment appropriations were based on forecasts from National Authorities 
which turned out over-estimated. For 2007, the issue has been stressed with the National 
Authorities and the Commission has been confirmed for its payment requests in the PDB. 
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For PHARE, implementation has been lower than forecasted particularly for Romania. 
However, payment projections are based on forecast provided by the National Authorities. 
This issue has been raised with them through a number of high-level contacts stressing the 
importance of providing accurate forecasts. 
In the case of the instrument for Turkey, though the rate of implementation was low at the end 
of August, the original appropriation has actually been reinforced by EUR 96 million through 
internal transfers, so that the implementation rate at the end of the year will be above the 
original level of appropriations.
As regards credits for 2007, all decentralised payments expected to be made next year have 
been reviewed. As far as the new Member States are concerned, the last payments on these 
programmes should be completed this year, with the exception of Malta (EUR 2 million) and 
Lithuania (EUR 1.7 million). For Romania, Bulgaria and Turkey, payment requests will stem 
from projects committed over these last years: Payment forecasts for next year have been 
reassessed taking into account the sometimes overly optimistic view of the National 
Authorities. The revised estimates for each country (Romania: EUR 447 million; Bulgaria: 
EUR 252 million; and Turkey: EUR 310 million) lead the Commission to confirm its PDB 
request for PHARE and Turkey. 

2. RURAL DEVELOPMENT

Conditions for releasing the reserve:

The Commission (and the Council) will communicate to the Parliament between the first and second reading 
how it intends to cater for breaches of Parliament's budgetary prerogatives when laying down annual budgets 
following the recent proposal on voluntary modulation (COM(2006)241) and whether this proposal on voluntary 
modulation, if applied by Member States, could have consequences for the classification of expenditure as 
defined in Annex III to the IIA of 17 May 2006, since it involves a reduction in compulsory expenditure and an 
increase in non-compulsory expenditure with a possible impact on the calculation of the MRI. Furthermore, the 
Commission should explain why it feels that its proposal is in line with its commitment, as expressed in 
Declaration No.10 annexed to the IIA of 17 May 2006, concerning respect for the basic rules governing rural 
development policy and, moreover, whether it feels it has managed the risk of competition being distorted if 
voluntary modulation is applied by Member States. 

(text of amendment 811)

The Commission is of the opinion that the proposal on voluntary modulation fully respects the 
Interinstitutional Agreement (IIA) and none of the ceilings of expenditure headings 
established in Annex I of the IIA is affected.

Under point 40 of the IIA, the two arms of the budgetary authority undertake to respect the 
allocations of commitment appropriations provided for in the relevant basic acts for rural 
development. In fact, the commitment appropriations for 2007 correspond to the 2007 
instalment of the rural development envelope agreed in the December 2005 Brussels Summit, 
to the financial transfer from the first to the second pillar due to obligatory modulation and 
cotton transfers, in conformity with the provisions of Regulation (EC) No 1782/2003, 
transfers on which the EP has in the past agreed.

The voluntary modulation proposal has no impact on 2007 budget. The first impact will be on 
the 2008 budget at the earliest.

The following is a detailed response to the concerns expressed by the Parliament in its 
amendment:
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The proposal on voluntary modulation fully respects the IIA and does not breach any of 
the EP's budgetary prerogatives

a) The ceilings of expenditure headings fixed in Annex I of the (IIA) are not 
affected by the proposal on voluntary modulation

Voluntary modulation does not affect the global ceiling of heading 2 "Preservation and 
management of natural resources" since the reduction of direct aids is transferred to 
rural development envelope, i.e. within the same expenditure heading. Therefore, the 
transfer of the modulation amounts from the first to the second pillar does not require 
any modification of the financial framework (unlike in the period 2000-2006).

"Market-related expenditure and direct aids" constitute a sub-ceiling within heading 2. 
Like a sub-heading, the sub-ceiling sets the maximum level of expenditure for market-
related expenditure and direct aids. However, unlike a sub-heading, the sub-ceiling 
makes it possible the transfer of part of the related appropriations to other 
programmes/actions under heading 2, like rural development (modulation), subject to 
the authorisation of the budget authority, without having recourse to a revision of the 
financial framework. 
Thus, nothing in the IIA prevents appropriations from the sub-ceiling for "Market-
related expenditure and direct aids" to be used for other expenditure (rural 
development) within heading 2. 

The EP has always been in favour of a flexible mechanism of transfer of financial 
resources from the first to the second pillar. In terms of financial provisions, the 
system proposed for voluntary modulation is exactly the same used for compulsory 
modulation, on which Parliament appears to have no objection.

b) Voluntary modulation proposal reduces compulsory expenditure in favour of 
non-compulsory expenditure. This does not constitute a breach of 
Parliament's prerogatives.

On the basis of the current classification of expenditure between compulsory and non-
compulsory (in annex III of the IIA) the proposal reduces compulsory expenditure in 
favour of non compulsory expenditure and consequently fully respects point 23 of the 
IIA. In addition the margin between the ceiling fixed in the financial perspective for 
heading 2 and the amounts budget will not be affected by the proposal on voluntary 
modulation. Both the level of compulsory expenditure and the expenditure on direct 
aids will be reduced by the amount of voluntary modulation with an equal increase of 
both the rural development envelopes and non compulsory expenditure. The margin of 
manoeuvre of the EP under heading 2 therefore remains unchanged.

c) The impact on the calculation of the maximum rate of increase (MRI)
Point 13 of the IIA states that "By concluding this Agreement, the two arms of the 
budgetary authority agree to accept the rates of increase for non-compulsory 
expenditure deriving from the budgets established within the ceilings set by the 
financial framework for its entire duration". The use of the MRI, in the sense of 
Article 272 of the Treaty, is to be envisaged only in the absence of a financial 
framework, which does not seem to underpin the spirit of the amendment. Moreover,
voluntary modulation will have the same impact on the calculation of MRI as 
compulsory modulation, on which the EP seems to have had no objection thus far.
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The proposal on voluntary modulation fully respects the declaration of the Commission 
n° 10 of the IIA (on voluntary modulation)
Concerning the coherence of the proposal of voluntary modulation with the n° 10 declaration 
of the Commission, the Commission considers that is proposal is fully coherent because: 

- it maintains the obligation to respect the rules governing the minimum spending rate 
per axis; and

- concerning the national co-financing requirement, the Commission proposes an 
optional co-financing, as a compromise with expectations of the Council, that asked 
for a general exemption.

3. HEADING 4

3.1. Human Rights and Democracy 
Amendment 972 on lines of chapter 19 04 – All appropriations are placed in the reserve 
until a specific structure is put forward for the financial instrument for the promotion of 
human rights and democracy. The Commission presented a draft human rights and democracy 
regulation on 26 June this year and has proposed a new budget structure aligned on this new 
instrument through the Amending Letter n° 2/2007. The goal is to arrive at an agreement on 
the regulation before the end of the year so that it can enter into force in January 2007. If the 
appropriations are placed in the reserve, this would lead to delays in implementation in the 
beginning of 2007. A transfer request would have to be presented and approved after the 
adoption of the instrument. It normally takes six weeks to complete this procedure.

3.2. Benchmarks for spending on Health and Education
Amendments 978 and 1015 on lines 19 09 01 and 19 10 01 – 30% of the appropriations on 
these lines are placed in the reserve until the Commission presents to Parliament its 
programming clearly showing that 20% of overall spending will be allocated to basic and 
secondary education and basic health, in accordance with the Commission Declaration 
concerning Article 5 of the Development Cooperation Instrument. The Commission is fully 
committed to giving effect to this Declaration which should be seen against the background of 
the commitments which the Commission has undertaken in the negotiations on the IIA. The 
Commission has undertaken to enter into a dialogue with Parliament on the strategy 
documents in the framework of the declarations on Democratic Scrutiny. Commissioner 
Ferrero-Waldner has written to Mr Brok on 4 October to informally launch this dialogue for 
the first strategy documents for the Neighbourhood.

3.3. Non-State actors in development 
Amendment 986 on line 21 03 01 – The European Parliament has entered 25% of 
commitment appropriations into reserve that "will be released once the European Commission 
provides the European Parliament with the complete list of the NGO beneficiaries of the EC 
funding. The information should include the amounts of the grants committed and payments 
made, broken down by NGO and by country of operations".

The Commission points out that grants awarded further to the call for proposals and 
respective NGOs (Non Governmental Organisations)3 beneficiaries are published on the 

  
3 The list of contracts with NGOs for the period of 2000 to 2005 is annexed in an excel file.
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Europa Homepage. The latest call results published (budget 2004) are available on the 
following links: 
http://ec.europa.eu/comm/europeaid/projects/ong_cd/fichiers/projets_pvd_2004.pdf

http://ec.europa.eu/comm/europeaid/projects/ong_cd/fichiers/awardnotice_2004.pdf
http://ec.europa.eu/comm/europeaid/projects/ong_cd/fichiers/actions_cdc_2004.pdf

On two occasions, in 2004 and 20054, the Commission has already forwarded information on 
contracts signed with NGOs for the budgetary years 2000 to 2003 (Information for the 
budgetary year 2004 was provisional).

A similar detailed list for contracts signed for the budgetary year 2004 and 2005 (provisional) 
is annexed5. The lists of actions funded under 2005 budget, for which the selection process 
has now been finalised, will be published early next year once the respective contracts have 
been signed.

With this communication, providing the detailed information as requested by the EP, the 
Commission considers that the appropriations put into reserve should be released on the line. 

3.4. CARDS 
Amendment 993 on line 22 02 05 02 – DG ELARG has reviewed its initial forecasts in 
relation to the completion of CARDS assistance and the DG confirms its initial figures: 
considering that the expectation is that all the funds will be required during the year, putting 
10 % of the funds in reserve could raise considerable management risks. The time frames 
needed to ensure sound financial management by the DG of the payments credits could easily 
collide with those under which the Parliament’s information requests would be considered as 
met, especially since the latter process would be largely outside the DG’s control. This would 
put our liquidity at risk and as a result the ability to honour due payments in time. The 
Commission will continue to provide the requested information to the Parliament whenever
necessary. The mechanism of reserving payment credits, however, risks complicating the 
implementation of the assistance.

4. HEADING 5

4.1. Commission staff
Amendment 1067 on line XX 01 01 01 – The amendment enters in reserve EUR 50 million 
pending a series of conditions. In practice such a reserve would mean that recruitment on new 
posts and replacement of retiring officials will effectively be blocked as from January 2007. 
The first set of conditions calls for:
"A commitment by the Commission to carry out a screening exercise before 30 April 2007, 
with the following information for the budgetary authority:
— a mid-term evaluation of the Commission's staff needs,
— a detailed report on the Commission's staffing for support and coordination functions, 
benchmarked where possible against staffing in other international organisations,

  
4 Letter from Commissioner Grybauskaité of 23 June 2005 (S/2005/67) and letter from Commissioner 

Nielson of 9 June 2004 (SS/2004/20065.1)
5 A list of contracts signed with NGOs for the period of 2004 to 2005 is annexed 
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— by 15 November 2006 at the latest, how the Commission intends to redeploy staff 
according to the priorities of the new IIA and more particularly to those policies supported by 
Parliament during the negotiations;
The Commission can already at this stage commit itself to provide by 30 April 2007 a 
Communication covering a medium term evaluation of the Commission's staff needs, and a 
detailed report on the Commission's staffing of support and coordination functions comparing, 
where possible, with relevant benchmarks for which comparable information is available.

The Commission has a well-established practice of redeployment, with some 1400 posts over 
the last five years. Once excluding the new enlargement posts, the total number of posts in the 
Commission's establishment plan has actually been declining over the same period. Each year, 
all Commission departments contribute through a pre-defined 'levy' to a central redeployment 
pool of posts. These posts are then assigned to new political priorities or to tackle other 
substantial increases of activities. 

The Commission intends to stick to its policy of re-deployment in the future for addressing 
new priorities, outside the activities directly related to enlargement. In particular, the 
Commission will continue to use redeployment to find the appropriate human resources for 
managing the new programmes, with most of them being already covered by allocation 
included in the preliminary draft budget for 2007. 

As far the activities to be reinforced through redeployment in 2007, some 80% of the 245 
posts to be redeployed will be assigned to priorities identified in the Parliament's APS 
resolution for the year 2007 and/or reflected in the new Interinstitutional Agreement, namely: 
Lisbon objectives (research, education, innovation, trans-European networks); external 
actions (neighbourhood policy and pre-accession instruments, development policy and 
millennium development goals, the EU's role in a globalised world, partnership/cooperation 
agreements); immigration policies and solidarity in border management, prevention of 
terrorism; energy security and efficiency; environment; (youth and culture; communication.

As for the conditions concerning the legislative and work programme, the Commission will 
provide the related explanations separately at the hearing organised by the EP Budget 
Committee on 15 November.

4.2. European Personnel Selection Office 
Amendment 907 on line A4 02 01 – A series of conditions have been set for the lifting of the 
reserve on 50% of the appropriations for EPSO. EPSO will prepare a full report for the budget 
authority, but in the meantime the following explanations can be given:
"Adopt measures to further reduce the length of the selection process" - EPSO is 
currently implementing a new Computer Based Testing system which, following he 
introduction of o-line applications system in 2003, will further reduce the time line 
organisation of competitions. More detail will follow in the report.

"Examine the possibility of applying stricter admissibility criteria, whilst ensuring open 
and equal access to competitions for European citizens" – At present, the admissibility 
criteria are set in close cooperation between the Institutions and these do in fact directly 
reflect the needs of the Institutions. When organising competitions beyond the basic levels, 
EPSO do already apply stricter admissibility criteria, i.e. at level AD7 and AST3. These 
criteria relate to the length and nature of the candidate's professional experience and/or nature 
of their educational background. It should nevertheless be underlined, that the majority of 
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EPSO competitions, at the specific request of the Institutions, are organised at the basic levels, 
inter alia for budgetary reasons.

"Increase the number of successful candidate's on the reserve lists to meet the 
Institutions' needs" –There have been short falls in certain areas, i.e. for auditors at AD 
level, IT specialists and financial experts at AST level. This has been corrected either by the 
organisation of new competitions (auditors), planning of new competitions (financial 
management) or the setting of a database with profiles for temporary positions (IT). Overall, 
EPSO has, since its creation in 2003, made 6508 laureates available to the Institutions, 
including more than 4000 EU10 laureates. This performance is obviously unprecedented in 
the history of the institutions, but has been designed and operated to cope with the 
unprecedented challenges linked to enlargement. EPSO has also launched the necessary 
competitions in view of the next enlargement to Romania and Bulgaria.
"Adopt measures to further improve and speed up the utilisation of reserve lists" -
Measures are currently being implemented, inter alia a reduction of the time of reservation of 
laureates by the institutions.

"Further examine the possibility of decentralising the interview stage of the selection 
process for certain competitions" – EPSO has indeed decentralised certain stages of the 
competition procedures. This is the case for competitions for the Publications Office, certain 
competitions for the EP and certain competitions for the Court of Auditors. Following the 
report from a reflection group composed of Resources Directors from Institutions, adopted by 
the EPSO management board, EPSO shall identify suitable competitions for a decentralisation 
of the interview stage.

4.3. Committees
Amendment 789 on line XX 01 02 11 03 – This places 10% budget for committees in 
reserve, pending follow-up of the new comitology decision. The Commission calls on the 
Parliament to reconsider this reserve.  The procedure of the adjustment of the comitology 
regulation following the new decision of June 17 2006 will take up to 2-3 years; putting 
annually amounts in reserve could only inhibit the proper programming of meetings.

4.4. European Schools: Office of the representative of the Board of Governors 
Amendment 905 on line 26 01 50 23 – The Board of Governors of the European schools, at 
its meeting of 24 October 2006, unanimously approved (26 in favour,1 abstention) the new 
Financial Regulation and its Implementing Rules, which contain a number of new clauses 
meeting the conditions set by the EP in its 2006 budget and its 2007 amendment 905, namely: 
sound financial management, clarified responsibilities, separation of duties, internal audit, 
internal control, procurement procedures adapted to the consolidated directives, out-of-budget 
accounts. The Commission is of the opinion that the condition set out in the amendment is 
already met and that the 20% reserve should be lifted at the second reading.

4.5. Expenditure related to staff in active employment of "audit" policy area 
Amendment 1022 on line 28 01 01 – This article covers the staff salaries of the Internal 
Audit Service (IAS) of the Commission. The IAS is providing independent and professional 
assurance and consulting services to Commission management with a view to helping the 
Commission to continuously improve its management and control systems. In this capacity, 
for example, the IAS has proposed and actively supported (since 2001) the idea of Member 
States' assurance statements, to obtain more assurance from Member States about the use of 
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EU funds. However, the IAS is not responsible for implementing and running internal control 
and management tools and reforms; this lies in the hands of responsible Commission DGs.
Reform proposals such as referred to in amendment 1022 (declarations, tolerable level of risk, 
governance aspects etc) were identified and have long been promoted by the Commission's 
Internal Audit Service. As Parliament is aware, Commission management is taking action in 
all the areas mentioned: The Action Plan for an Integrated Internal Control Framework and 
the revision of the Financial Regulation cover among other questions national management 
declarations and the tolerable level of risk; the Transparency Initiative successfully promotes 
improved access to project and beneficiary data; and the Commission agreed in the follow-up 
report to the 2004 Discharge Resolution to present to Parliament a reasoned position on the 
Commission-internal accountability tools proposed.

Considering that expenditures such as salaries or buildings are centrally managed, related 
amendments should be made on the level of a "XX line" instead of a "specific line" in order to 
avoid technical problems for the execution.

5. OTHER RESERVES

Amendment 813 on line 06 03 03 – Financial support for projects of common interest in the 
trans-European transport network places 100% of the commitment appropriations 
(EUR 817 million) in the reserve, "until a satisfactory agreement is reached with the Council 
and/or Commission on how to maintain political control over the allocation of funds." 
However, the Commission maintains that the framework is already clear. Parliament and 
Council established 30 priority projects for the TEN-T budget already in 2004. During the 
negotiations on the multi-annual financial framework, the Commission came forward with a 
revised proposal to reflect the lower amount of funds available for 2007-2013, with particular 
emphasis on cross-border projects. The multi-annual work programme will set out in detail 
how the projects will be selected (priorities, eligibility criteria etc). The relevant basic act is 
being developed under co-decision.
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APPENDIX: EVOLUTION OF ADMINISTRATIVE COSTS RELATED TO EXTERNAL AID

Sources Year Policy Area Headquarters Delegations BA lines

EDF 
Administra
tive cost

TOTAL Administrative 
cost all PA

External aid 
expenditure 
(payments)

External aid 
expenditure 

EDF
External aid 
expenditure 

ODA 
Expenditure

(a) (b) (c) (d) (e) (f) = (b)+ (c) +(d)+(e) (g) (h) (i) = (g)+(h) (j)
b)c)d): Budget 2004 2002 PA RELEX 19.01+19.49 127,62  137,32 75,89 340,827 2.829,33  

OJ C105,2004 PA DEV 21.01+21.49 77,15  95,192 8,76 1,32 182,422 973,40  1.902,00  
(e):COM(2003)491 PA ELARG 22.01+22.49 36,40  30,88 36,15 103,43 1.308,53  

Bilan FED PA ECHO 23.01+23.49 15,12  0 2,24 17,364 489,38  
TOTAL 256,29  263,392 123,038 1,32 644,043 5.600,64  1.902,00  7.503 5.920,00

b)c)d): Budget 2005 2003 PA RELEX 19.01+19.49 134,46  152,933 76,27  363,666 2.638,14  
OJ L 60, 2005 PA DEV 21.01+21.49 79,50  106,025 12,67  7,91  206,105 1.037,37  2.235,71  

(e):OJ C291 2004 PA ELARG 22.01+22.49 36,06  34,41 51,80  122,265 1.810,18  
Bilan FED PA ECHO 23.01+23.49 16,95  4,39  21,343 533,05  

TOTAL 266,97  293,368 145,13  7,91 713,379 6.018,73  2.235,71  8.254,44 6.331,00

b)c)d): Budget 2006 2004 PA RELEX 19.01+19.49 136,18  160,6 113,93  410,71 2.872,51  
OJ L78, 2006 PA DEV 21.01+21.49 77,11  139,64 31,26  73,10  321,106 1.016,46  2.248,15  

(e):OJ C303 2005 PA ELARG 22.01+22.49 26,71  5,7 81,75  114,162 2.517,46  
Bilan FED PA ECHO 23.01+23.49 18,34  0 8,94  27,278 518,84  

TOTAL 258,34  305,94 235,88  73,10 873,256 6.925,27  2.248,15  9.173,42 6.926,00

b)c)d):PDB 2007 2005 PA RELEX 19.01+19.49 122,30  151,26 102,55  376,107 3.157,55  
COM(2006)300 PA DEV 21.01+21.49 71,27  144 35,01  55,77  306,05 927,18  2.544,25  

(e):COM(2006)429 PA ELARG 22.01+22.49 23,94  20,25 56,38  100,57 1.913,15  
Bilan FED PA ECHO 23.01+23.49 18,42  0 7,36  25,776 810,25  

TOTAL 235,93  315,51 201,29  55,77 808,503 6.808,12  2.544,25  9.352,37 7.497,00

Percentage increase between 2002/2005 25,5% 24,7% 26,6%

This includes all DAC reportable expenditure under headings 4 and 7

(g) External aid expenditure means total outturn (in payments) under Policy Area Relex, Dev, Elarg Echo , including administrative costs
(h) External aid expenditure means total outturn (in payments) from EDF. Amounts retained are gross amounts (decommitments not deducted, to be consistent with Budget outturn)
plus Stabex regularisations 
(j)  ODA (Official Developement Assistance) column means expenditure in favour of developing countries as reported to OECD (following OECD criteria)

(d)  BA lines fund the cost of devolution to delegations, dismantlement of the TAOs and other expenditure on administrative support.
expenditure under items 19.01.04.xx, 21.01.04.xx, 22.01.04.xx, 23.01.04.xx + expenditure under items xx.49 (RAL of former BA lines)
(e)  EDF column is linked to the cost of devolution and other expenditure on administrative management in ACP countries
(f)  Total administrative costs per Policy area (chapter 01+ chapter 49 + EDF) 

budget items xx.010101(staff)+xx.010201 (external staff)+xx.010211 (other expenditure)+xx.010301 (builidings)
(c)  Delegations column means the administrative cost of the Unified External Service with the exception of Trade activities.
budget items xx.010102 (staff)+ xx.010202 (external staff)+ xx.010212 (other expenditure)+xx.010302 (buildings)

Evolution Administrative Cost - Staff+Buildings (Budgetary Outturn results in payments) 2002-2005 related to external aid (political relations and aid management)

(a)  The cost of DG Trade is not included in the figures of the table since it does not provide external aid.
(b)  DGs column means all the administrative cost of DGs Relex, Development, AIDCO, ECHO and Enlargement in Headquarters.
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