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2 Action Plan towards an 

Integrated Internal Control 

Framework (COM(2006) 9 and 

SEC(2006) 49).

3 Reforming the Budget, 

Changing Europe (SEC(2007) 

1188 f inal).

4 Political guidelines for the 

next Commission, José Manuel 

Barroso, Brussels, 3 September 

2009.

5 Annual Report of the Court of 

Auditors on the implementation 

of the budget concerning the 

f inancial year 2008 (AR 2008), 

Chart 1.1.

6 AR 2008, Table 1.3. 

Since 1999 the Commission has at tached considerable impor tance 
to  i m p r ov i n g  t h e  f i n a n c i a l  m a n a g e m e nt  o f  t h e  Eu r o p e a n  Un i o n 
(EU) budget,  amongst other things by implementing a programme 
o f  i n t e r n a l  a d m i n i s t r a t i ve  r e f o r m   a n d  s e t t i n g  a s  a  p r i o r i t y  t h e 
re duc t ion of  the leve l  of  i r re gular  sp ending as  we l l  as  launching 
initiatives to improve the super vision and control  of  EU funds  and 
to  re f o r m th e  EU b u d g e t 3.  T h e  Pre s i d e nt  o f  th e  Co mmiss i o n has 
indic ate d that  a l l  new Commission in i t iat ives  wi l l  b e  inspire d by 
the pr incip le  of  “smar t  re gulat ion”4.

I n  r e c e n t  y e a r s ,  t h e  C o u r t  h a s  r e p o r t e d  i m p r o v e m e n t s  i n  t h e 
i nte r n a l  co nt r o l  a t  t h e  Co m m i s s i o n  a n d  a n  ove r a l l  r e d u c t i o n  i n 
t h e  l e ve l  o f  i r r e g u l a r  p ay m e n t s 5.  H ow e ve r,  t h e  Co u r t  co n t i n u e s 
to  rep or t  a  h igh leve l  of  i r re gular  p ay m ent s  in  subs t ant ia l  areas 
o f  t h e  b u d g e t 6 a n d  s c o p e  f o r  i m p r o v i n g  i m p o r t a n t  a s p e c t s  o f 
d i ve r s e  EU e x p e n di ture  p ro gr amm es an d s ch e m es .  T h e  p lann e d 
revis ion of  the f inancial  regulat ion,  the new f inancial  f ramework , 
a n d  b u d g e t a r y  r e f o r m  w i l l  p r ov i d e  s i g n i f i c a nt  o p p o r t u n i t i e s  to 
address  the issues  the Cour t  ident i f ies .  

This document aims to bring together the main messages of recent 
annual and special reports of the Court in order to identif y the main 
r isk s  and chal lenges  to  re ducing f ur ther  the leve l  of  i r re gular i t y 
as  wel l  as  improv ing the qual i t y  of  EU sp ending.
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5.

6.

7.

8.

7 AR 2008, Table 1.3.

W h at  a r e  t h e  h I g h  r I s k  a r e a s  ?

Although the overall  level of irregularit y has fallen, it  remains high 
i n  s i g n i f i c a nt  a r e a s  o f  e x p e n d i t u r e .   T h e  a r e a s  w h e r e  t h e  Co u r t 
h as  f o u n d  th e  h i g h e s t  l eve ls  o f  i r re g u l a r i t y  a re  i n  p ay m e nt s  f o r 
c o h e s i o n  a n d  e x t e r n a l  a i d ,  d e v e l o p m e n t  a n d  e n l a r g e m e n t , 
i n c l u d i n g  p r e - a c c e s s i o n  a n d  n e i g h b o u r h o o d  p r o g r a m m e s .  I n 
a d di t i o n ,  a  h i gh l eve l  o f  i r re gular  p ay m e nt s  h as  b e e n  f o un d f o r 
t h e  f r a m e w o r k  p r o g r a m m e  f o r  R e s e a r c h  a n d  t e c h n o l o g i c a l 
development  and r u ra l  d eve l o p m e n t  e x p enditure7. 

The vast majorit y of the expenditure in these areas is  multi -annual 
in nature and linked to specif ic programming periods.  Most relates 
to  the re imbur s ement  of  cos t s  c la ime d by f inal  b ene f ic iar ies . 

C as e s  o f  i r r e g u l a r i t y  ( “e r r o r s ” )  m os t  co m m o n l y  o cc u r  i n  i nte r i m 
a n d  f i n a l  p a y m e n t s  a n d  a r e  t h e  r e s u l t  o f  i n e l i g i b l e  c l a i m s  b y 
b e n e f i c i a r i e s ,  o v e r - d e c l a r a t i o n  o f  e l i g i b l e  c o s t s ,  a n d  n o n -
c o m p l i a n c e  w i t h  c o n d i t i o n s  f o r  p a y m e n t ,  i n  p a r t i c u l a r  p u b l i c 
p r o c u r e m e n t  r u l e s .  T h e  t w o  p r i n c i p a l  c a u s e s  t h e  C o u r t  h a s 
identi f ie d for  such er ror s  are:

( a )  d e f i c i e n c i e s  o f  s y s t e m s  t o  c o n t r o l  t h e  r i s k s  a t  t h e  f i n a l  
b ene f ic iar y  leve l ,  and

( b)  t h e  co m p l e x i t y  o f  t h e  e l i g i b i l i t y  r u l e s  a n d  o t h e r  co n d i t i o n s 
with which b ene f ic iar ies  mus t  comp ly. 

T he Commission has  p er s is tent ly  c la ime d that  the “mult i -annual 
n a t u r e ”  o f  t h e  e x p e n d i t u r e  c o n c e r n e d  m e a n s  t h a t  m o s t  e r r o r s 
can b e dete c te d and corre c te d b efore the closure of  the re levant 
programmes. However, the Court considers that there is,  at present, 
insuf f ic ient  information avai lab le  to  supp or t  this  c la im .

A l t h o u g h  c h a n g e s  h a v e  b e e n  m a d e  t o  f i n a n c i a l  m a n a g e m e n t 
s ystems for  the 20 07-13 programming p er iod i t  is  too ear ly  to say 
whether they have reduced the level  of  error since most payments 
s o  f a r  a r e  p r e - f i n a n c i n g  o r  a d v a n c e s ,  f o r  w h i c h  t h e r e  a r e  f e w 
condit ions .   In  the case of  Cohesion the Cour t  has  note d that  the 
late application of the new elements introduced as pre - conditions 
for  f i r s t  inter im pay ment s  might  s low budgetar y  implementat ion 
and increase the r isk that control systems do not prevent or detect 
er ror s  in  the s t ar t  up p has e. 

REdUCING FURTHER THE 
LEVEL OF IRREGULARITY
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8  AR 2008, paragraph 2.36.

9  AR 2008, paragraph 7.42.

10 Commission Communication 

“Towards a common 

understanding of the concept 

of tolerable risk of error” 

(COM(2008) 866 f inal).

The European Economic Recover y Plan (EERP) implies an additional 
r isk as it  increases the propor tion of expenditure paid in advances 
i n  a  n u m b e r  o f  h i g h  r i s k  a r e a s  w h e r e  s u p e r v i s o r y  a n d  c o n t r o l 
s y s te ms  a r e  o n l y  p a r t i a l l y  e f f e c t i ve ,  i n  p a r t i c u l a r  Co h e s i o n  a n d 
Rural  development .

W h a t  m o r e  c o u l d  b e  d o n e  t o  r e d u c e 
I r r e g u l a r I t y ?

T he Commission should address  the sp e ci f ic  s ys tems weak nesses 
t h e  C o u r t  h a s  f o u n d  i n  t h e  a r e a s  w i t h  t h e  h i g h e s t  l e v e l s  o f 
i r re gular i t y.  T his  a ls o  imp l i es  co nt inuin g to  m o ni to r  th e  e f f e c t s 
of  ac tions already taken as well  as  improving the rel iabi l i t y  of  the 
assessment s  of  the s trength of  internal  contro ls  and of  the areas 
of  high r isk  made in the Annual  Ac tiv it y  Repor ts  and declarat ions 
of  d i re c to r s  G e n e r a l  o f  th e  Co mmiss i o n .  In  th is  co nte x t  th e re  is 
a lso  scop e for  the Commission to  s e ek to  enhance the qual i t y  of 
the Annual  Summaries  by M emb er St ates  in  order  to  increase the 
assurance i t  c an der ive  f rom them 8.

T he Commission should p ay at tent ion to  improv ing the f inancia l 
c o r r e c t i o n  a n d  r e c o v e r y  m e c h a n i s m s  r e l a t e d  t o  t h e  c l o s u r e  o f 
the 20 0 0 -20 0 6 programming p er iod and the Research Framework 
Pro grammes 9.  To this  end,  there  is  a  ne e d for  an improvement  in 
the qual i t y  of  dat a  that  M emb er  St ates  are  re quire d to  supp ly  to 
the Commission on f inancial corrections and recoveries in Cohesion 
and Agr iculture  and Rural  d eve lopment .

T here is ,  however,  a  l imit  to  the improvement s  that  c an b e made 
to  s u p e r v i s i o n  a n d  co n t r o l  w i t h o u t  s i g n i f i c a n t l y  r e f o r m i n g  t h e 
under ly ing rules  and re gulat ions .  A s  contro ls  increas e and error 
rates fal l ,  the control  costs may begin to out weigh the benef its  of 
fur ther reductions in errors. This reality has been recognised by the 
Commission10.  There is now a need for good qualit y information on 
control  costs in the areas of highest r isk as a basis for establishing 
where the appropriate balance may lie.  And where no such balance 
can b e found,  i t  is  appropr iate  e i ther  to  re form or  re consider  the 
pro grammes and schemes in  ques t ion . 

Simpl i f icat ion should remain a  pr ior i t y  when reforming the rules 
and re gulat ions  of  e x is t ing or  new e x p enditure  pro grammes and 
schemes because rules  and regulat ions that  are clear  to interpret 
and simple to apply not only decrease the risk of error but can also 
re duce the control  cos t s .   However,  care is  ne e de d to ensure that 
du e at te nt i o n is  a ls o  p ai d  to  th e  l ike l y  e f f e c t s  o n th e  qual i t y  o f 
spending of introducing simplif ication primarily aimed at reducing 
the leve l  of  i r re gular i t y.

9.

10.

11.

12.

13.
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W h e r e  I s  t h e r e  s I g n I f I c a n t  s co P e  f o r 
I m P r o v e m e n t  ?

E a c h  y e a r  t h e  C o u r t  a u d i t s  a  n u m b e r  o f  s p e c i f i c  f i n a n c i a l 
m a n a g e m e n t  t o p i c s ,  p u b l i s h i n g  i t s  f i n d i n g s  i n  s p e c i a l  r e p o r t s . 
Taken together these repor ts reveal  a number of recurrent themes 
r e l ev a nt  to  i m p r ov i n g  t h e  s e l e c t i o n ,  d e s i g n  a n d  o p e r a t i o n  o f 
e x p e n d i t u r e p r o g ra m m e s a n d s c h e m e s ,  and hence,  the qual i t y 
of  spending.  In par ticular,  the Cour t  notes in i ts  repor ts  examples 
of  the fo l lowing e ight  prob lems:

• e x p e n d i t u r e  p r o g r a m m e s  a n d  s c h e m e s  n o t  d e l i v e r i n g  g e n u i n e 
Euro p ean a d d e d  v a lu e11;

• t o o  w i d e - r a n g i n g ,  u n c l e a r  o r  s o m e w h a t  c o n f l i c t i n g  p o l i c y 
o bje c t ives12;

• insuf f icient policy instruments and resources to meet the objectives 
s e t13;

•  uncl ear  “ inter vent io n l o gic ”  s e t t ing out  th e c aus al  l ink s  b e t we en 
th e f un d e d ac t iv i t ies  an d th e d esi re d outco m es14;

•  o v e r l y  c o m p l e x  o r  u n v e r i f i a b l e  e l i g i b i l i t y  c r i t e r i a  i n c r e a s i n g 
a d m i n i s t r a t i v e  c o s t s  a n d  t h e  r i s k  o f  n o n - c o m p l i a n c e  a s  w e l l  a s 
un d er minin g co ntro l  an d t arg e t ing15; 

•  unclear roles and responsibi l i t ies (a  par t icular  problem in areas of 
shared management and development assistance) which undermines 
ow n er ship an d re du ces  e f fe c t iven ess  an d sus t a inab i l i t y16 17 18 ;

•  d e f ic ien cies  in  m o nito r in g an d ev aluat io n ar r ang em ent s19;

•  in a d e q u ate  a cce ss  to  d o c u m e nt s  a n d in f o r m at i o n in  s o m e a r e as 
o f  j o i n t  m a n a g e m e n t  i n v o l v i n g  i n t e r n a t i o n a l  o r g a n i s a t i o n s 2 0 

p revent in g e f fe c t ive  m o nito r ing 21.

I n  m a ny  c a s e s ,  t h e  d e s i g n  o f  t h e  e x p e n d i t u r e  p r o g r a m m e s  a n d 
s c h e m e s  h a s  b e e n  d e v e l o p e d  i n  a  p i e c e m e a l  w a y  f r o m  o n e 
p r o g r a m m i n g  p e r i o d  to  a n o t h e r  to  a d d r e ss  sp e c i f i c  i ssu e s  w i t h 
insuf f icient provision for periodic fundamental  review and reform 
to  a d a p t  t h e  d e s i g n  o f  t h e  i nte r ve nt i o n  to  c h a n g i n g  n e e d s  a n d 
c i rcums t ances .

14.

15.

11 Special Report No 2/2009 - 

The European Union’s public 

health programme 2003-07: 

an effective way to improve 

health ? 

12 Special Report No 14/2009  

- Have the management 

instruments applied to the 

market in milk and milk products 

ahieved their objectives ?

13 Special Report No 10/2008  - EC 

development Assistance to 

Health Services in Sub-Saharan 

Africa

14 Special Report No 8/2009 

- 'Networks of excellence' 

and 'Integrated projects' in 

Community Research Policy: did 

they achieve their objectives ?

15 Special Report No 8/2008 - Is 

cross-compliance an effective 

policy ?

16 Special Report No 6/2007 - 

Effectiveness of technical 

assistance in the context of 

capacity development

17 Special Report No 1/2009 

- Banking measures in the 

Mediterranean area in the 

context of the MEdA programme 

and the previous protocols

18 Special Report No 5/2009 - 

The Commission's Treasury 

Management
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W e a k n e s s e s  i n  i n t e r v e n t i o n  l o g i c  c o u p l e d  w i t h  s i g n i f i c a n t 
d e f i c i e n c i e s  i n  t h e  m o n i to r i n g  a n d  ev a l u at i o n  a r r a n g e m e nt s  o f 
some inter ventions undermine the assessment of  the ef fectiveness 
o f  p r o g r a m m e s  a n d  t h e  a b i l i t y  t o  i d e n t i f y  a p p r o p r i a t e  r e f o r m . 
Insuf f icient information on results and outcomes also undermines 
a c c o u n t a b i l i t y  a n d  t r a n s p a r e n c y  a s  w e l l  a s  d e c i s i o n s  o n  t h e 
a l lo c at ion of  resources 2 2.

T h e  i n c r e a s i n g  u s e  o f  a g e n c i e s ,  a n d  m o r e  r e c e n t l y  o f   j o i n t -
u n d e r t a k i n g s ,  a s  v e h i c l e s  f o r  d e l i v e r i n g  E U  p o l i c i e s  i n v o l v e s 
b o t h  o p p o r t u n i t i e s  a n d  r i s k s .  T h e  C o m m i s s i o n  s h o u l d  e n s u r e 
p r o p e r  s u p e r v i s i o n  s o  t h a t  f u l l  a d v a n t a g e  c a n  b e  t a k e n  o f  t h e 
oppor tunities which these management arrangements of fer,  whilst 
resp e c t ing the pr incip les  under  the Treat y2 3.

What more could be done to ImProve the qualIty 
o f  s P e n d I n g ?

T h e  co n ce p t  o f  Eu r o p e a n  a d d e d  v a l u e  s h o u l d  b e  a r t i c u l a te d  i n 
a  s u i t a b l e  p o l i t i c a l  d e c l a r a t i o n  o r  i n  EU  l e g i s l a t i o n  i n  o r d e r  t o 
provide guidance to the EU's polit ical  authorit ies to be used when 
cho osing e xp enditure  pr ior i t ies .

W h e n  r e v i s i n g  e x i s t i n g  i n t e r v e n t i o n s  a n d  d e s i g n i n g  n e w  o n e s , 
the Commission should give due considerat ion to  the pr incip les 
o f  c l a r i t y  o f  o b j e c t i v e s ,  s i m p l i f i c a t i o n ,  r e a l i s m ,  t r a n s p a r e n c y, 
a n d  a c c o u n t a b i l i t y 2 4 .  T h e  C o m m i s s i o n ’s  e x i s t i n g  p r o c e s s e s  f o r 
developing policies,  in par ticular its practice of ex-ante evaluation 
and impac t  assessment s  could be fur ther  s trengthened to ensure 
d u e  co n s i d e r a t i o n  i s  g i ve n  to  t h e s e  i s s u e s  a n d  to  t h e  q u e s t i o n 
whether  and how a  pro gramme br ings  Europ ean adde d value 2 5.

T h e Commission should comp le te  th e Budge t  R ev iew as  so on as 
p ossib le  and t ake th e re levant  result s  into  account  in  prep ar ing 
the f inancial  f ramework star ting in 2014,  set ting the improvement 
of the qualit y of budgeting and spending as a key objec tive.  In the 
contex t of  these oppor tunities for reform, the Commission should 
consider whether there is scope for focussing more on outputs than 
input s ,  f ur ther  s impl i f y ing cos t  c a lculat ions ,  rev iewing the leve l 
at  w h i ch  f u n ds  a r e  m a n a g e d ,  d e f in in g  co nt ro l  s y s te ms  in  te r ms 
o f  t h e i r  o u t p u t s  a n d  d eve l o p i n g  f u r t h e r  t h e  u s e  o f  t h e  co n ce p t 
of  to lerab le  r isk .

19 Special Report No 9/2007 

- Evaluating the EU 

Research and Technological 

development (RTd) framework 

programmes - could the 

Commission's approach be 

improved?, and Special Report 

No 7/2008 - Intelligent Energy 
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21.

CONCLUSION

B u i l d i n g  o n  t h e  p r o g r e s s  o f  t h e  p r e v i o u s  C o m m i s s i o n 
i n  r e d u c i n g  t h e  l e v e l  o f  i r r e g u l a r  p a y m e n t s  f r o m  t h e  E U 
b u d g e t  w i l l  r e q u i r e  s i m p l i f i c a t i o n  o f  t h e  r e l e v a n t  l e g i s l a t i v e 
f r a m e w o r k s  a s  w e l l  a s  m o r e  c o s t - e f f e c t i v e  s u p e r v i s o r y  a n d 
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