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1. PROPOSAL FOR A EUROPEAN PARLIAMENT DECISION

on discharge in respect of the implementation of the budget of the European Securities
and Markets Authority for the financial year 2011
(C7-0272/2012 — 2012/2209(DEC))

The European Parliament,

— having regard to the final annual accounts of the European Securities and Markets
Authority for the financial year 2011,

— having regard to the Court of Auditors' report on the annual accounts of the European
Securities and Markets Authority for the financial year 2011, together with the Authority's
replies!,

— having regard to the Council's recommendation of 12 February 2013 (05753/2013 —
C7-0041/2013),

— having regard to Article 319 of the Treaty on the Functioning of the European Union,

— having regard to Council Regulation (EC, Euratom) No 1605/2002 of 25 June 2002 on the
Financial Regulation applicable to the general budget of the European Communities?, and
in particular Article 185 thereof,

— having regard to Regulation (EU, Euratom) No 966/2012 of the European Parliament and
of the Council of 25 October 2012 on the financial rules applicable to the general budget
of the Union and repealing Council Regulation (EC, Euratom) No 1605/20023, and in
particular Article 208 thereof,

— having regard to Regulation (EU) No 1095/2010 of the European Parliament and of the
Council of 24 November 2010 establishing a European Supervisory Authority (European
Securities and Markets Authority)?, and in particular Article 64 thereof,

— having regard to Commission Regulation (EC, Euratom) No 2343/2002 of 19 November
2002 on the framework Financial Regulation for the bodies referred to in Article 185 of
Council Regulation (EC, Euratom) No 1605/2002 on the Financial Regulation applicable
to the general budget of the European Communities®, and in particular Article 94 thereof,

— having regard to Rule 77 of, and Annex VI to, its Rules of Procedure,

— having regard to the report of the Committee on Budgetary Control and the opinion of the
Committee on Economic and Monetary Affairs (A7-0115/2013),

1'0J C 388, 15.12.2012, p. 157.
20J L 248, 16.9.2002, p. 1.
30J L 298,26.10.2012, p. 1.
4+0J L 331, 15.12.2010, p. 84.
S0OJ L 357,31.12.2002, p. 72.
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1. Grants the Executive Director of the European Securities and Markets Authority discharge
in respect of the implementation of the Authority's budget for the financial year 2011;

2. Sets out its observations in the resolution below;

3. Instructs its President to forward this Decision and the resolution that forms an integral
part of it to the Executive Director of the European Securities and Markets Authority, the
Council, the Commission and the Court of Auditors, and to arrange for their publication in
the Official Journal of the European Union (L series).
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2. PROPOSAL FOR A EUROPEAN PARLIAMENT DECISION

on the closure of the accounts of the European Securities and Markets Authority for the
financial year 2011
(C7-0272/2012 — 2012/2209(DEC))

The European Parliament,

— having regard to the final annual accounts of the European Securities and Markets
Authority for the financial year 2011,

— having regard to the Court of Auditors' report on the annual accounts of the European
Securities and Markets Authority for the financial year 2011, together with the Authority's
replies!,

— having regard to the Council's recommendation of 12 February 2013 (05753/2013 —
C7-0041/2013),

— having regard to Article 319 of the Treaty on the Functioning of the European Union,

— having regard to Council Regulation (EC, Euratom) No 1605/2002 of 25 June 2002 on the
Financial Regulation applicable to the general budget of the European Communities?, and
in particular Article 185 thereof,

— having regard to Regulation (EU, Euratom) No 966/2012 of the European Parliament and
of the Council of 25 October 2012 on the financial rules applicable to the general budget
of the Union and repealing Council Regulation (EC, Euratom) No 1605/20023, and in
particular Article 208 thereof,

— having regard to Regulation (EU) No 1095/2010 of the European Parliament and of the
Council of 24 November 2010 establishing a European Superivisory Authority (European
Securities and Markets Authority)?, and in particular Article 64 thereof,

— having regard to Commission Regulation (EC, Euratom) No 2343/2002 of 19 November
2002 on the framework Financial Regulation for the bodies referred to in Article 185 of
Council Regulation (EC, Euratom) No 1605/2002 on the Financial Regulation applicable
to the general budget of the European Communities®, and in particular Article 94 thereof,

— having regard to Rule 77 of, and Annex VI to, its Rules of Procedure,

— having regard to the report of the Committee on Budgetary Control and the opinion of the
Committee on Economic and Monetary Affairs (A7-0115/2013),

1'0J C 388, 15.12.2012, p. 157.
20J L 248, 16.9.2002, p. 1.
30J L 298,26.10.2012, p. 1.
4+0J L 331, 15.12.2010, p. 84.
S0OJ L 357,31.12.2002, p. 72.
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1. Approves the closure of the accounts of the European Securities and Markets Authority
for the financial year 2011;

2. Instructs its President to forward this Decision to the Executive Director of the European
Securities and Markets Authority, the Council, the Commission and the Court of Auditors,
and to arrange for its publication in the Official Journal of the European Union (L series).
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3. MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

with observations forming an integral part of its Decision on discharge in respect of the
implementation of the budget of the European Securities and Markets Authority for the
financial year 2011

(C7-0272/2012 — 2012/2209(DEC))

The European Parliament,

— having regard to the final annual accounts of the European Securities and Markets
Authority for the financial year 2011,

— having regard to the Court of Auditors' report on the annual accounts of the European
Securities and Markets Authority for the financial year 2011, together with the Authority's
replies!,

— having regard to the Council's recommendation of 12 February 2013 (05753/2013 —
C7-0041/2013),

— having regard to Article 319 of the Treaty on the Functioning of the European Union,

— having regard to Council Regulation (EC, Euratom) No 1605/2002 of 25 June 2002 on the
Financial Regulation applicable to the general budget of the European Communities?, and
in particular Article 185 thereof,

— having regard to Regulation (EU, Euratom) No 966/2012 of the European Parliament and
of the Council of 25 October 2012 on the financial rules applicable to the general budget
of the Union and repealing Council Regulation (EC, Euratom) No 1605/20023, and in
particular Article 64 thereof,

— having regard to Regulation (EU) No 1095/2010 of the European Parliament and of the
Council of 24 November 2010 establishing a European Supervisory Authority (European
Securities and Markets Authority)?*, and in particular Article 64 thereof,

— having regard to Commission Regulation (EC, Euratom) No 2343/2002 of 19 November
2002 on the framework Financial Regulation for the bodies referred to in Article 185 of
Council Regulation (EC, Euratom) No 1605/2002 on the Financial Regulation applicable
to the general budget of the European Communities’, and in particular Article 94 thereof,

— having regard to Rule 77 of, and Annex VI to, its Rules of Procedure,

— having regard to the report of the Committee on Budgetary Control and the opinion of the
Committee on Economic and Monetary Affairs (A7-0115/2013),

1'0J C 388, 15.12.2012, p. 157.
20J L 248, 16.9.2002, p. 1.
30J L 298,26.10.2012, p. 1.
4+0J L 331, 15.12.2010, p. 84.
S0OJ L 357,31.12.2002, p. 72.
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. whereas the Court of Auditors stated that it has obtained reasonable assurances that the

annual accounts of the European Securities and Markets Authority ("the Authority") for
the financial year 2011 are reliable and that the underlying transactions are legal and
regular,

whereas the Authority, a newly created Agency which is located in Paris, was established
by Regulation (EU) No 1095/2010 and officially started its operations on 1 January 2011
as an independent authority,

whereas the Authority should be considered in the context of its legal transition from its
predecessor, the Committee of European Securities Regulators (CESR), a French
association, and as a result, apart from its new mandate, it has taken over all existing and
ongoing tasks and responsibilities from the CESR (all assets, liabilities and all pending
operation of CESR were automatically transferred to the newly created Authority),

. whereas the Authority is an integral part of the European System of Financial Supervisors

and works in close cooperation with its sister authorities, the European Banking Authority
and the European Insurance and Occupational Pensions Authority, within a Joint
Committee, and with the European Systemic Risks Board,

whereas the Authority's overall allocated budget for 2011 was EUR 16 964 913,92,

whereas in accordance with its Founding Regulation', 60 % of the 2011 budget was
financed by contributions from the Member States and the European Free Trade
Association (EFTA) countries, and 40 % was financed by the Union budget,

whereas, at the end of 2011, the Authority recorded a positive budget outturn of EUR 4
457 244,822 after deduction of exchange rate differences equal to EUR 4 645,56, which
was then recorded in the accounts as a liability towards the Commission,

Budget and financial management

L.

Takes note from the annual accounts that the initial Union contribution to the
Authority's budget for 2011 was EUR 6 784 000; notes that this was the first year of the
Authority's activities;

Acknowledges from the annual accounts that the Authority's overall budget for 2011
amounted to EUR 16 964 913,92 (including EUR 9 857 457,23 from Member States,
EUR 257 288,76 as a contribution from observers and EUR 66 167,93 representing
"Other revenue");

Calls on the Commission to explore all the options for a new long term sustainable
financing of the Authority that safeguards its independence in the context of the next
review of the agencies' work and financing arrangements by the Commission, which
will be presented by 2 January 2014 at the latest;

'OJ L 331, 15.12.2010, p. 12, Article 62(1).
2 Annual accounts 2011, p. 27.
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Calls on the Commission to evaluate the possibility of coming up with a proposal
ensuring that the budgets of the three European Supervisory Authorities (ESAs) are
fully funded by the Union budget;

Notes with concern that the provisions of the Financial Regulation are not fully adapted
to the Authority's financing scheme as 60 % of its budget is financed by contributions of
Member States and EFTA countries; believes that that issue should be addressed, at the
latest, in the course of the next revision of the Financial Regulation as regards agencies,
and calls on the Commission to evaluate this situation and to report on this issue to the
discharge authority;

Notes from the annual accounts that the major focus of the Authority in 2011 was its
establishment and further extension,;

Stresses the importance of adequately matching the allocated budget and available posts
on one hand and the tasks entrusted to the Authority on the other hand, as a mismatch
may result in unbalanced staffing as regards the recruitment of the Authority's staff on
one hand and the involvement of national experts on the other; expresses concern about
the fact that the Commission has altered the establishment plan as proposed by the
Authority without clearly indicating this; urges the Commission to be fully transparent
on this and other issues;

Notes the concerns that were raised in the preliminary conclusions of the IMF financial
sector assessment of December 2012 on the Union, in which it is recommended to
increase the resources and powers of the ESAs in order to enable them to successfully
fulfil their mandates, while enhancing their operational independence;

Acknowledges from the annual accounts that in the Authority's inauguration meeting on
11 January 2011, the Management Board adopted and approved the principal financial
rules and the Authority's Financial Regulation in order to enable it to execute its powers
as a European authority;

Transition from CESR

10.

11.

12.

Acknowledges from the annual accounts that the political decision to transform CESR
into the Authority in January 2011 was taken in September 2010, which allowed four
months to set up the Authority, whereas the usual time for such tasks is estimated at two
years;

Notes that the first quarter of 2011 was dedicated to the transfer of assets from CESR to
the Authority and the implementation of, as well as training on, Union rules in terms of
financial circuits, recruitments and procurements; takes note, furthermore, that the
second quarter was marked by the Authority moving into its premises, following the
signature of a new lease contract in December 2010; notes that works were being
executed from March to June 2011 in the new premises;

Acknowledges from the annual accounts that in the third and fourth quarters, when the
Authority's organigram and recruitment were revised, new managers were recruited (a
new Chair in April 2011 and a new Executive Director in June 2011) and its operations
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13.

started to build up;

Takes note that according to the Authority, the above mentioned issues and the limited
preparation time setting up its operations explain the budgetary under spending in 2011;

Accounting system

14.

15.

16.

17.

Takes note from the annual accounts that the standard and general budget structure
adopted by the Authority at the beginning of 2011 needed to be adapted according to its
real needs;

Notes from the annual accounts that in April 2011, the Authority introduced accrual
based accounting (ABAC), the accounting system used by the Commission for
budgetary accounting; notes, furthermore, that during the transition period, from
January to April 2011, the Authority used a system based on spreadsheets and in April
converted to the final ABAC/SAP system used by the Commission;

Acknowledges from the annual accounts that budget accounts are managed by the
ABAC system and the general accounts are maintained by the SAP system, which has a
direct interface with the General Accounting System of the Commission; also notes that
the various budgetary and financial reports are produced using the Business Objects
reporting tool;

Takes note that according to the Authority it has implemented the validation of its
accounting system by a full control approach in 2011, and urges the Authority to
provide the discharge authority with the 2012 follow-up report on the "Validation of
accounting systems" compliant with the criteria specified by the Commission (DG
Budget);

Budget execution

18.

19.

20.

21.

Establishes from the annual accounts that the Authority registered a budget execution
ratio of 75,7 % for commitments and 62,5 % for payments at the end of 2011;

Acknowledges from the annual accounts' that EUR 1901 218,61 of commitments were
carried forward from 2011 to 2012, of which approximately EUR 250 000 may need to
be decommitted later;

Notes that the commitment execution rate for Title I ("Staff expenditure") was 84,95 %
and 82,46 % for Title II ("Administrative expenditure"); notes that 2011 was a
transitional year from CESR to a European authority and a preparatory year for new
procedures and requests; calls on the Authority to inform the discharge authority of the
actions taken to improve the ratios, as the low execution ratio show difficulties in
budget planning and implementation;

Takes note that the Authority is in its initial growth period; notes that the budget for
salaries was, therefore, higher than needed as not all staff could be recruited at the

! Annual accounts 2011, p. 42.
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beginning of the year; notes, furthermore, that having a smaller staff than originally
budgeted for had a corresponding effect on the execution of Title II;

22. Acknowledges that all budget transfers were made within the same title, apart from a
EUR 250 000 net transfer which was moved from Title I to Title II to help cover the
costs of the renovation of the new premises;

23. Takes note from the annual accounts of the low commitment execution ratio of 46,92 %
for Title III ("Operational expenditure"); notes that approximately EUR 1 000 000 of
commitments for Title III was carried forward to cover information technology (IT)
projects that were part of the 2011 work programme but due to delays in the legislative
process, had their start dates delayed; calls on the Authority to inform the discharge
authority of the actions taken to improve the ratio, as the low execution ratio shows
difficulties in budget planning and implementation;

24. Notes that the commitments where it was particularly difficult to judge expenditure
were related to taxes due to the French authorities, travel agent fees and training for
supervisors not run by the Authority directly;

25. Acknowledges that the Authority has taken into account the expenditure pattern for
2011 and the fact that the 2012 budget has been reprofiled and that for the 2013 budget,
for both Titles I and II, the Authority has taken account of the fact that during a growth
period, not all posts on the establishment plan will be filled at the beginning of the year;

26. According to the Authority, due to technical difficulties and the late implementation of
ABAC, the corresponding budget commitments were only registered in the accounts in
late 2011;

27. Notes that the Court of Auditors identified a number of cases, with a total value of EUR
207 442, in which payment appropriations carried over to 2012 did not correspond to
legal commitments made; calls on the Authority to inform the discharge authority of the
actions taken to assess this deficiency, as these carryovers were irregular and should be
cancelled;

28. Acknowledges that the Authority's management of fixed assets has been improved,;
notes, furthermore, that as far as intangible assets are concerned, the Authority
implemented timesheets for internal staff working on IT projects as of 1 January 2012
and that it 1s in the process of improving the relevant procedures;

Control systems

29. Acknowledges that the Authority's internal control standards have been adopted in 2012
and that an Internal Control Coordinator has also been appointed in 2012;

30. Welcomes the Decision of the Management Board, adopted on 11 January 2011,
concerning the terms and conditions for internal investigations in relation to the
prevention of fraud, corruption and illegal activity detrimental to the Union's interests;
stresses that this Decision follows closely the text of the model decision annexed to the
Interinstitutional Agreement of 25 May 1999, and represents the accession of the
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Authority to that agreement;

31. Acknowledges that the majority of the Authority's implementing rules to the Staff
Regulation have been adopted, but some have yet to be confirmed or finalised;

32. Takes note of the current state of play, which is identical for the three ESAs:

14 implementing rules were adopted in 2011,
- five implementing rules were approved in 2012,

- seven implementing rules are awaiting confirmation by the college of the
Commission or DG HR;

- four implementing rules that finally required the three ESAs to revise the rules
based on new templates in line with the new Staff Regulation have not been
approved by the Commission;

Recruitment procedures

33. Takes note that the Authority has brought its recruitment procedures in line with the
Court of Auditors' recommendations; calls on the Authority to inform the discharge
authority of which further actions it has taken to improve the recruitment procedures;
considers that some of the provisions of the Staff Regulations may present a
considerable administrative burden; therefore encourages the Commission to allow for a
certain degree of simplification under Article 110 of the Staff Regulations in regard to
the agencies;

34. Notes from the annual accounts' that 2011 was a crucial year for the Authority in setting
up and extending the human resources team in order to adequately source its new
functions and tasks; notes that on 31 December 2012, the Authority's staff was
represented by 50 temporary agents, three staff members employed under French
contracts taken over from the preceding organisation, five contractual agents, two
seconded national experts and two trainees;

0
0 0
35. Refers, in respect of the other observations accompanying its Decision on discharge,

which are of a horizontal nature, to its resolution of......20132 on the performance,
financial management and control of the agencies.

! Annual accounts 2011, p. 46.
2 Texts adopted, P7_TA-PROV(2013)...
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1.3.2013

OPINION OF THE COMMITTEE ON ECONOMIC AND MONETARY AFFAIRS

for the Committee on Budgetary Control

on discharge in respect of the implementation of the budget of the European Securities and
Markets Authority for the financial year 2011
(C7-0272/2012 - 2012/2209(DEC))

Rapporteur: Werner Langen

SUGGESTIONS

The Committee on Economic and Monetary Affairs calls on the Committee on Budgetary
Control, as the committee responsible, to incorporate the following suggestions in its motion
for a resolution:

1. Acknowledges that the European Parliament has been strongly in favour of the creation of
ESMA and believes that the Authority is a key actor in order to create more stable and
safer financial markets. The European Union needs stronger and better coordinated
supervision at Union level;

2. Welcomes the opinion of the Court of Auditors on the reliability of the accounts (which
have been deemed to present the financial position ‘fairly, in all material respects’) and
regarding the legality and regularity of the underlying transactions (‘legal and regular in
all material respects’);

3. Notes that the low rates of budgetary implementation, particularly in respect of
administrative expenditure, are attributable to problems with budget planning and
implementation, which have made it harder to achieve all organisational objectives of the
Authority and resulted in a budget surplus;

4. Calls on the Authority to ensure that in future no legal commitments are entered into in
advance of budget commitments;

5. Trusts that the payment appropriations exceeding 200 000 EUR carried over to 2012,
which did not correspond to any legal commitments, will be cancelled and that this will
not be repeated in future;
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10.

1.

12.

13.

Takes the view that, even if ESMA is still being developed, internal audit and fixed asset
management procedures must not be lacking; for intangible assets developed by the
Authority, accounting procedures and information on costs must be clear and reliable;

Agrees with the Court of Auditors that the measures implementing the Staff Regulations
applicable to ESMA and an interinstitutional agreement with the European Anti-Fraud
Office must be adopted as soon as possible;

Takes the view that the transparency of the recruitment procedure and the appointment of

a selection board are matters that must be dealt with as soon as possible to ensure diversity
and a high level of competence of its staff, even if ESMA, as the legal successor to CESR,
has assumed legal commitments not based on the EU Financial Regulation;

Calls on the Court of Auditors to examine in detail the measures taken to remedy the
objections made during the early stages of the Authority’s operation;

Recalls the key role of the Authority in the implementation of the financial regulation and
the new tasks allocated to it; considers that the new tasks entrusted to the European
Supervisory Authorities should be accompanied by new resources and a more efficient
system of spending;

Concludes that the current financing of ESMA, with a mixed-financing arrangement, is
inflexible, creates administrative burden, and poses a threat to the Agencies'
independence;

Calls for the Commission to explore options for a new long term sustainable financing of
ESMA, which safeguards its independence in the next review of the Agencies' work and
financing arrangements; the Commission shall present the review of the Agencies by 2
January 2014 at the latest ;

Calls on the Commission to evaluate the possibility to come up with a proposal entailing
ESAs' budgets to be fully funded by the Union budget.
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