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Symbols for procedures

* Consultation procedure
majority of the votes cast

**I Cooperation procedure (first reading)
majority of the votes cast

**II Cooperation procedure (second reading)
majority of the votes cast, to approve the common  position
majority of Parliament’s component Members, to reject or amend 
the common position

*** Assent procedure
majority of Parliament’s component Members except  in cases 
covered by Articles 105, 107, 161 and 300 of the EC Treaty and 
Article 7 of the EU Treaty

***I Codecision procedure (first reading)
majority of the votes cast

***II Codecision procedure (second reading)
majority of the votes cast, to approve the common position
majority of Parliament’s component Members, to reject or amend 
the common position

***III Codecision procedure (third reading)
majority of the votes cast, to approve the joint text

(The type of procedure depends on the legal basis proposed by the 
Commission)
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PROCEDURAL PAGE

By letter of 14 June 2000, the Council consulted Parliament, pursuant to Article 279 of the EC 
Treaty, on the proposal for a Council regulation amending the Financial Regulation of 21 
December 1977 and separating the internal audit function from the ex ante financial control 
function (Article 24, paragraph 5, of the Financial Regulation) (COM(2000) 341 final – 
2000/0135 (CNS)).

At the sitting of 16 June 2000, the President of Parliament announced that she had referred the 
proposal to the Committee on Budgetary Control as the committee responsible 
(C5-0293/2000).

At the sitting of 7 July 2000, the President of Parliament announced that she had also referred 
the proposal to the Committee on Budgets for its opinion.

At its meeting of 6 June 2000, the Committee on Budgetary Control had appointed 
Michiel van Hulten rapporteur.

At its meetings of 21 June 2000, 10 July 2000 and 19 September 2000, it considered the 
Commission proposal and draft report.

At the last meeting it adopted the draft legislative resolution unanimously.

The following were present for the vote: Diemut R. Theato, chairman, Michiel van Hulten, 
rapporteur, Isabelle Caullery, Gianfranco Dell'Alba, Anne Ferreira, Christopher Heaton-
Harris, Helmut Kuhne, Mair Eluned Morgan, José Javier Pomés Ruiz, Bart Staes, Gabriele 
Stauner, Rijk van Dam, Paulo Casaca (for Herbert Bösch), Bert Doorn (for Raffaele Costa), 
Christos Folias (for Thierry B. Jean-Pierre), Emmanouil Mastorakis (for Freddy Blak, John 
Joseph McCartin (for Brigitte Langenhagen),  Jan Mulder (for Antonio Di Pietro), Heide 
Rühle (for Claude Turmes) and Kyösti Tapio Virrankoski (for Lousewies van der Laan).

The opinion of the Committee on Budgets is attached.

The report was tabled on 20 September 2000.

The deadline for tabling amendments will be indicated in the draft agenda for the relevant 
part-session.



RR\421305EN.doc 5/17 PE 285.835/fin.

EN

LEGISLATIVE PROPOSAL

Proposal for a Council regulation amending the Financial Regulation of 21 December 
1977 and separating the internal audit function from the ex ante financial control 
function (Article 24, paragraph 5, of the Financial Regulation) (COM(2000) 341 – 
C5-0293/2000 - 2000/0135(CNS))

The proposal is amended as follows:

Text proposed by the Commission1 Amendments by Parliament

(Amendment 1)
Fourth recital (new)

The ex ante control functions of the 
Financial Controller and the 
independence he enjoys in the 
performance of his duties should not in 
any way be impeded by the 
implementation of this Regulation. The 
Financial Controller should be in a 
position to ensure that he may perform his 
duties in accordance with Article 24 of the 
Financial Regulation. The Commission, 
with respect to Section III, and all the 
other institutions, with respect to the own 
expenditure, should ensure that the 
Financial Controller continues to have at 
his disposal the resources and 
independence required for him to perform 
his duties.

Justification:

This amendment sets out the legal situation following the possible adoption of the 
Commission proposal, i.e. that the Financial Controller will continue to be responsible for ex 
ante financial control. It also sets out the Commission’s political commitment that such is the 
case (cf. the comments made by Mr Kinnock, Vice-President, at the meeting of the Committee 
on Budgets of 14 September 2000).

(Amendment 2)
Article -1(new)

1 Not yet published in the OJ.
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Paragraph 2 of Article 24 of the Financial 
Regulation shall be replaced by the 
following:

"He shall carry out his duties in 
accordance with the principles laid down 
in Article 2 and the provisions of Article 
22, paragraph 3. He shall report to his 
institution on any problem he uncovers 
regarding the management of Community 
finances. He shall produce an annual 
report of his activities which shall be 
made available to the budgetary 
authority."

Justification:

One of the problems faced by Parliament in recent years in exercising its power to give 
discharges has been the difficulty in obtaining standardised information from the older 
institutions on a regular basis. It is therefore proposed that the financial controllers should 
draw up annual reports detailing their activities and the action taken by the institution on 
their recommendations.

(Amendment 3)
Article 2

"Article 24a
The internal audit function of the 
institution shall be performed by an 
Internal Auditor who is independent of the 
Financial Controller. He shall be 
appointed in each institution in the same 
way as the Financial Controller and, in 
order to be able to exercise his duties, 
shall have access to the same information 
as the Financial Controller and, in order 
to maintain his independence, shall be 
subject to the same rules and specific 
measures as are applicable to the 
Financial Controller under paragraphs 8 
and 9 of Article 24.
The internal audit shall include an 
evaluation of the effectiveness of the 

"Article 24a

1. The European Parliament, the Council 
and the Commission shall each appoint 
an internal auditor who is independent of 
the Financial Controller. He shall be 
appointed in the same way as the financial 
controller and shall have access to the 
same information. He shall carry out his 
duties in accordance with the 
implementing rules provided for in Article 
139. Paragraphs 2, 4, 5, 6, 7, 8 and 9 of 
Article 24 shall apply mutatis mutandis.

The internal auditor shall be responsible 
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management and control systems and 
verification of the regularity of 
operations. These duties shall be 
exercised in accordance with the 
implementing rules provided for in Article 
139."

for providing the institution with 
guarantees, in accordance with the 
relevant international standards, 
concerning the proper execution of 
budget implementation systems and 
procedures. The internal auditor may be 
neither authorising officer nor 
accounting officer.

The internal auditor shall assist his 
institution in dealing with risks, by issuing 
independent opinions on the quality of 
management and control systems and by 
issuing recommendations for improving 
the conditions of implementation of 
operations and promoting value for 
money in the use of the institution's 
resources.

He shall be responsible:

(a)       for assessing the suitability and 
effectiveness of internal management 
systems and operations and the 
performance of departments in 
implementing policies, programmes and 
actions by reference to the risks 
associated with them, and 

(b) for assessing the suitability and 
quality of the internal control systems 
applicable to every budget implementation 
operation.

2. The Court of Justice, the Court of 
Auditors, the Economic and Social 
Committee, the Committee of the Regions 
and the Ombudsman may each decide to 
appoint an internal auditor, in 
accordance with the provisions of 
paragraph 1.

If an internal auditor is not appointed, the 
financial controller shall be responsible 
for the internal audit of the institution, in 
accordance with the implementing rules 
provided for in Article 139.
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3. Each institution shall publish an 
annual internal audit report setting out 
the number and nature of the audits 
undertaken, the recommendations 
resulting from them, and the action that 
has been taken on these 
recommendations.

4. Each institution shall be required to 
consider whether any recommendations 
set out in the annual internal audit 
reports of the other institutions could be 
applied to its own management and 
control systems."

Justification:

The Commission proposal would have the effect of making the appointment of an internal 
auditor compulsory for all institutions. While this makes sense in the case of an institution 
with a large operational budget (the Commission) or of those with a relatively large 
administrative budget (the European Parliament and the Council), it does not necessarily 
make sense for the other institutions. The division of responsibilities between financial control 
and internal audit is not clearly defined in the existing Financial Regulation or in the 
Commission proposal. The amendments to the Commission proposal put forward in this 
report are designed to clarify the division of responsibilities.

(Amendment 4)
Article 2(a) (new)

The Financial Controller shall perform 
his ex ante control duties in full in 
accordance with Article 24, as amended 
by this Regulation. The Commission, with 
respect to the section of the budget 
concerning it, and all the other 
institutions, with respect to their own 
expenditure, shall ensure that the 
Financial Controller has at his disposal 
the resources and the independence he 
requires for the performance of his duties.

Justification:

This amendment sets out the legal situation following the possible adoption of the 
Commission proposal, i.e. that the Financial Controller will continue to be responsible for ex 
ante financial control. It also sets out the Commission’s political commitment that such is be 
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the case (cf. the comments made by Mr Kinnock, Vice-President, at the meeting of the 
Committee on Budgets of 14 September 2000).
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DRAFT LEGISLATIVE RESOLUTION

Legislative resolution embodying Parliament's opinion on the proposal for a Council 
regulation amending the Financial Regulation of 21 December 1977 and separating the 
internal audit function from the ex ante financial control function (Article 24, paragraph 
5, of the Financial Regulation) (COM(2000) 341 – C5-0293/2000 – 2000/0135(CNS)) 

(Consultation procedure)

The European Parliament,

– having been consulted by the Council, pursuant to Article 279 of the EC Treaty, 
Article 78h of the ECSC Treaty and Article 183 of the EAEC Treaty,

– having regard to Rule 67 of its Rules of Procedure,

– having regard to the report of the Committee on Budgetary Control and the opinion of the 
Committee on Budgets (A5-0260/2000),

1. Approves the Commission proposal, subject to Parliament's amendments;

2. Calls for the conciliation procedure to be opened, should the Council intend to depart from 
the text approved by Parliament;

3. Asks to be consulted again should the Council intend to make substantial modifications to 
the Commission proposal;

4. Calls on the Commission to forward to Parliament, as soon as possible, the text adopted 
on 26 July 2000 on the proposals for general revision of the Financial Regulation;

5. Calls on the Council to consult Parliament on this new proposal pursuant to Article 279 of 
the EC Treaty, Article 78h of the ECSC Treaty and Article 183 of the Euratom Treaty;

6.  Instructs its President to forward this opinion to the Council and Commission.
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EXPLANATORY STATEMENT

In its report on reform of the Commission published on 10 September 1999, the Committee of 
Independent Experts stated that, ‘given that it is not suited to the requirements of modern 
management and effective supervision, the Financial Regulation is in need of fundamental 
review’. It recommended, inter alia, that ‘a professional and independent Internal Audit 
Service (…) should be established (…)’. This recommendation was endorsed by Parliament in 
its resolution of 19 January 2000.

The Commission proposal to separate the internal audit function from the ex ante financial 
control function is the first of two proposals designed to modernise the Financial Regulation. 
The proposal is made on the basis of Article 279 on the Treaty, which provides for simple 
consultation of the Parliament. Article 140 of the Financial Regulation, however, also 
provides for a conciliation procedure with the Council, ‘if the European Parliament so 
requests’.

During the first, procedural discussion of the proposal in the Committee on Budgetary 
Control, the Commission made it clear that, in proposing to separate the internal audit 
function from the ex ante financial control function, it did not seek to pre-empt the debate 
about the future of the ex ante financial control system. The Commission was asked to set out 
in writing the budgetary and human resources implications of the proposal, the impact of the 
proposal on the other Community institutions and the nature of the transitional arrangements 
that have been put in place.

In overall terms, the Commission proposal to set up an Internal Audit Service is in line with 
the recommendations formulated by the Committee of Independent Experts and endorsed by 
the European Parliament. This report suggests a number of changes to the Commission 
proposal to tailor it more closely to the varying needs of the different institutions and to make 
the proposed separation of functions more effective:

1. The Commission proposal would have the effect of making the appointment of an 
internal auditor compulsory for all institutions. While this makes sense for an 
institution with a large operational budget (the Commission) or of those with a 
relatively large administrative budget (the European Parliament and the Council), it 
does not necessarily make sense in the case of the other, smaller institutions which 
operate with a financial control staff of no more than four. While these institutions 
must have the option to appoint an internal auditor, and may very well wish to 
exercise that option, it may be sufficient to impose certain minimum audit 
requirements on the Financial Controller.

2. The division of responsibilities between financial control and internal audit is not 
clearly defined either in the existing Financial Regulation or in the Commission 
proposal. The amendments to the Commission proposal put forward in this report are 
designed to clarify the division of responsibilities.
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3. One of the problems faced by Parliament in recent years in exercising its power to 
give discharge has been the difficulty in obtaining standardised information from the 
other institutions on a regular basis. It is therefore proposed that both the Financial 
Controller and the Internal Auditor should draw up annual reports detailing their 
activities and the action taken by the institution on their recommendations.

4. Under the proposed changes, each institution would have either an internal auditor or a 
financial controller producing internal audit reports. It would not make sense for 
officials working in different institutions under similar conditions to perform their 
duties without learning from each other. This report therefore proposes that internal 
audit reports produced in any one institution should be made available to all other 
institutions in order to enable all institutions, where appropriate, to apply the 
conclusions arrived at in one institution. 
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15 September 2000

OPINION OF THE COMMITTEE ON BUDGETS

         for the Committee on Budgetary Control

on the proposal for a Council regulation amending the Financial 
Regulation of 21 December 1977 and separating the internal audit 
function from the ex-ante financial control function (Article 24, 
paragraph 5, of the Financial Regulation) 

(COM(2000) 341– C5-0293/2000 – 2000/0135 (CNS))

Draftsman: Gianfranco Dell’Alba

PROCEDURE

 At its meeting of 19 July 2000 the Committee on Budgets appointed Gianfranco Dell’Alba 
draftsman.

 It considered the draft opinion at its meetings of 5 and 14 September 2000.

 At the latter meeting it adopted the following conclusions unanimously.

The following took part in the vote: Terence Wynn, chairman, Gianfranco Dell'Alba, 
draftsman, Carlos Costa Neves, Salvador Garriga Polledo, Neena Gill, Catherine Guy-Quint, 

Jutta D. Haug, Anne Elisabet Jensen, John Joseph McCartin, Jan Mulder, Juan Andrés 
Naranjo Escobar, Bartho Pronk (for Clemente Mastella), Michiel van Hulten (for 

Wilfried Kuckelkorn), Kyösti Tapio Virrankoski and Ralf Walter.
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BRIEF JUSTIFICATION

PRELIMINARY REMARKS

The aim of the proposal is not to abolish financial control by first abolishing ‘ex-ante’ 
approval, but to separate the internal audit function from the Financial Controller’s 
current functions. If the proposal were adopted, the latter’s functions would be confined in 
future to control proper. Nevertheless, the proposal is part of a broader and very dynamic 
picture: the internal reform of the Commission launched by the Prodi Commission and his 
White Paper of 1 March 2000, the origins of which go back to the resignation of the 
Commission and the first report of the Committee of Wise Men of March 1999. In this 
context, a complete recasting of the Financial Regulation is also envisaged, as just one of the 
legislative and budgetary repercussions of the Commission’s internal reform.

This so-called ‘fast-track’ proposal is the first stage in the global recasting proposal. It 
should therefore be assessed in this context as an essential ‘building block’ of the 
Commission’s reform strategy. The adoption of such a proposal will have legislative 
consequences (for the recasting proposal), budgetary repercussions (for the Commission’s 
staffing needs and for the financial management of programmes) as well as an impact on the 
Commission’s internal administration, where it enjoys an independent right of organisation.

In fact, whatever decision Parliament and the Council reach, it will send a political signal to 
the Commission as regards the follow-up to these reforms. If the proposal is approved, the 
Commission will dismantle the financial control service by incorporating it into each 
directorate-general, decentralising control and creating a new internal audit department.

The Commission expects a positive decision from the European Parliament and the Council 
on the ‘fast-track’ proposal and is already making a start on the staff transfers which will be 
needed to carry out the next stages of its reform project, namely:

- the creation of the new internal audit department;
- entrusting the directorates-general with new financial control tasks;
- transferring the tasks of the existing financial control service.

Although this pre-emptive process is legitimate, your draftsman is prompted to make a 
number of observations:

- during the transitional period (between the adoption of the fast-track proposal and the 
‘recasting’), in which the administrative provisions needed for the following stages of 
the reform will be put into place, the financial control department must continue to 
perform the whole range of its duties. In fact, the introduction of the fast-track is likely 
to take several years, and the financial department should not therefore be deprived of 
the resources it requires to perform its duties, since this would be likely to have an 
adverse effect on the operation of these services;

- Parliament and the Council are being asked to approve a legislative proposal, the 
budgetary and organisational consequences of which are not fully known. In fact, by 
already taking the administrative steps needed to launch the fast-track, the 
Commission is anticipating the financial consequences of the reform, with particular 
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regard to its establishment plan;

- the Commission’s decision to submit only this very restricted proposal, on one of the 
essential points of its reform ‘package’, in effect deprives the European Parliament of 
any hope of seeing its priorities, announced during the 2000 budgetary procedure, 
tackled in the next few years.

THE BUDGETARY ASPECTS

For the Commission:

Your draftsman would like to point out to the Committee on Budgets that the budgetary 
consequences of this proposal are as yet unknown. It is difficult to deliver an opinion in these 
circumstances. However, according to the Commission’s action plan for the administrative 
reform, the ‘peer-group’ evaluation procedure is under way and will lead to its adopting a 
letter of amendment to the preliminary draft budget for 2001, inter alia presenting the 
Commission’s new requirements in terms of human resources. Given the proposed timetable, 
the findings of the ‘peer-group’ regarding the reform of the financial control system cannot be 
assessed by the Committee on Budgets before the autumn, i.e. after the European Parliament 
has adopted a position on the desirability of this proposal.

In this context, your draftsman would point out that the Commission does not make this 
evaluation any easier in that it does not accompany its proposal with a financial statement 
(Article 3 of the Financial Regulation).

For the other institutions:

These observations lead your draftsman to make another point. The proposal to amend the 
Financial Regulation will apply to all the institutions, which means that, if the proposal is 
accepted,  each of them (Parliament, the Council, the Court of Justice, the Court of Auditors, 
the Economic and Social Committee, the Committee of the Regions and the Ombudsman) 
will have to apply this new provision of the Financial Regulation by splitting the financial 
control functions into ‘Control’ and ‘Audit’ and creating a new internal audit department, the 
budgetary implications of which have yet to be determined.

It therefore seems obvious that several institutions will take this opportunity to request an 
increase in their establishment plan, which is bound to have an impact on heading 5 of the 
financial perspective.

Furthermore, your draftsman is opposed to the idea of making optional the separation of 
control and audit functions for institutions other than the Commission, the Council and 
Parliament on the grounds that they are deemed to be ‘small institutions’ on which it would be 
sufficient to impose minimum requirements as regards auditing by the Financial Controller. In 
fact, this approach could jeopardise the uniformity and clarity of the Financial Regulation.

SUBSTANCE OF THE PROPOSAL

In view of these considerations and the urgent nature of the fast-track proposal, your 
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draftsman proposes that this proposal be accepted as it stands in order not to hinder the 
Commission in its determination to carry out this internal reform and also to reaffirm its 
desire to see improvements in the way in which the Commission is managed and operates.

When the project for a global recasting of the Financial Regulation is submitted, the European 
Parliament will reconsider the Financial Controller’s situation, in particular in the light of the 
experience acquired during the transitional period. It will be up to the Commission to 
introduce adequate and necessary safeguards, such as increasing the responsibility of 
authorising officers, in order to enable it to accept the possible disappearance of the Financial 
Controller as an autonomous body.

CONCLUSION

The Committee on Budgets calls on the Committee on Budgetary Control, as the committee 
responsible, to accept the legislative proposal as submitted by the Commission amending the 
Financial Regulation and separating the internal audit function from the ex ante financial 
control function (Article 24, paragraph 5, of the Financial Regulation) and to adopt the 
following amendments:

(Amendment 1)
Fourth recital (new)

The ex ante control functions of the 
Financial Controller and the 
independence he enjoys in the 
performance of his duties should not in 
any way be impeded by the 
implementation of this Regulation. The 
Financial Controller should be in a 
position to ensure that he may perform his 
duties in accordance with Article 24 of the 
Financial Regulation. The Commission, 
with respect to Section III, and all the 
other institutions, with respect to the own 
expenditure, should ensure that the 
Financial Controller continues to have at 
his disposal the resources and 
independence required for him to perform 
his duties.

Justification:

Same justification as for the new article referred to below.

(Amendment 2)
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Article 2(a) (new)

The Financial Controller shall perform 
his ex ante control duties in full in 
accordance with Article 24, as amended 
by this Regulation. The Commission, with 
respect to the section of the budget 
concerning it, and all the other 
institutions, with respect to their own 
expenditure, shall ensure that the 
Financial Controller has at his disposal 
the resources and the independence he 
requires for the performance of his duties.

Justification:

These amendments set out the legal situation following the possible adoption of the 
Commission proposal, i.e. that the Financial Controller will continue to be responsible for ex 
ante financial control. It also sets out the Commission’s political commitment that such is be 
the case (cf. the comments made by Mr Kinnock, Vice-President, at the meeting of the 
Committee on Budgets of 14 September 2000).


