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2010 discharge: EU general budget, Court of Auditors

2011/2205(DEC) - 08/09/2011

PURPOSE: to present the report of the Court of Auditors on the implementation of the budget for the financial year 2010 (Section V — European Court
of Auditors (ECA)).

CONTENT: this is the Court’s 34th Annual Report on the implementation of the EU budget. It covers the 2010 financial year.

Pursuant to the provisions of the Treaty on the Functioning of the European Union (TFEU) the Court has audited: (a) the annual accounts of the
European Union which comprise the consolidated financial statements and the consolidated reports on implementation of the budget for the financial
year ended 31 December 2010; and (b) the legality and regularity of the transactions underlying those accounts.

The central part of the annual report is the Court’s statement of assurance (the ‘DAS’) on the reliability of the annual accounts of the EU and on the
legality and regularity of transactions (referred to in the report as ‘regularity of transactions’). The statement of assurance itself begins the report; the
material which follows reports mainly on the audit work underlying the statement of assurance.

This particular audit concerns the budget implementation of the European Court of Auditors.

Based on its audit testing, the ECA concludes that the payments for the policy group Administrative and other expenditure were on the whole free from
material error. The estimated error rate was 0.4%.

The Court found that supervisory and control systems for administrative and other expenditure were effective in ensuring the regularity of payments.
However, the ECA found a number of errors and weaknesses in the implementation of procurement procedures by the EU institutions and bodies, and
in one institution repeated under-utilisation of certain budget lines resulting in significant budget transfers to finance building projects. Recruitment
decisions were also not always appropriately documented. These weaknesses were not material for the policy group as a whole, but were significant in
the context of the individual institution or body concerned and need to be addressed by their administrations.

For 2010, the ECA recommends the EU institutions and bodies should ensure that:

e appropriate documentation is established to justify recruitment decisions and that eligibility criteria set out in vacancy notices are respected;
and

e authorising officers establish appropriate checks and benefit of better guidance in order to improve the design, coordination and performance
of procurement procedures.
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The Court makes a certain number of particular observations as regards each EU institution or body of the European Union and which do not call into
question the overall positive assessments set out above because they do not affect significantly administrative expenses as a whole.

In the specific case of the audit of the Court of Auditors, the report notes that the external auditor’s report states that, in the auditors' opinion, ‘the
financial statements give a true and fair view of the financial position of the European Court of Auditors as of December 31, 2010, and of its cash flows
for the year then ended in accordance with the Financial Regulation and the Accounting Rules of the European Union’. The report will be published in
the Official Journal.

2010 discharge: EU general budget, Court of Auditors

2011/2205(DEC) - 17/02/2012

Having regard to the observations made in the Court of Auditor's report, the Council calls on the European Parliament to give a discharge to all of the
other institutions of the European Union in respect of the implementation of the budget of the European Union for the financial year 2010.

The Council notes with satisfaction that, again in 2010, the administrative expenditure of EU institutions and bodies continued to remain free from
material error and that their supervisory and control systems continued to be effective in ensuring compliance with the requirements of the Financial
Regulation (no specific comment was made regarding the Court of Auditors).

2010 discharge: EU general budget, Court of Auditors

2011/2205(DEC) - 30/03/2012 - Committee report tabled for plenary, single reading

The Committee on Budgetary Control adopted the report by Inés AYALA SENDER (S&D, ES) on discharge to be granted to the Secretary-General of
the Court of Auditors in respect of the implementation of the budget for the financial year 2010.

Members emphasise that the audit of the Court of Auditors’ financial statements for 2010 was carried out by an external auditor and that this was
considered satisfactory.

They call for improvements to be made to the summary of the number and type of internal audits carried out, the recommendations made and the
action taken on those recommendations.

In parallel, Members note that in 2010 the Court of Auditors’ commitment appropriations amounted to a total of EUR 148.6 million (EUR 188 million in
2009), and that the implementation rate for those appropriations was 93 % (92.1 % in 2009). They emphasise that the Court of Auditors’ budget is
purely administrative in nature, with 80 % of it being spent on persons working within the institution and 20 % on buildings, furniture, equipment and
miscellaneous operating expenditure. They welcome the fact that, following a reorganisation, the Court of Auditors has reduced the annual cost of
security services by EUR 500 000, while making for more effective delivery of service and better risk control.

Members ask the European Anti-Fraud Office (OLAF) to speed up the investigation related to allegations of irregularities reported by the Court of
Auditors to OLAF in 2010.

Regarding the Court of Auditors’ activities, Memebers make the following remarks:

e they suggest that the Court evaluates the effects and the implementation of its conclusions contained in the special reports within a
reasonable period of time, informing the Committee on Budgetary Control of its findings;

e they consider that preventing and identifying conflicts of interest is of high relevance for the efficient and correct use of resources as well as for
the public confidence in the Union institutions;

e they await the Court of Auditors completion and release of the Special Report on conflicts of interest management in the European Aviation
Safety Agency, the European Chemicals Agency, the European Food Safety Authority and the European Medicines Agency;

e they invite the Court of Auditors to provide the discharge authority with a Special Report on the effectiveness of the Joint Undertakings’
establishment and on their added value for the efficient execution of Union research, technological development and demonstration
programmes.

Members consider that for additional optimisation of the Court of Auditors’ activity, an even more substantial number of the Court’s officials should be
specialised in, and performing exclusively audit tasks. They hope to see an increase of this proportion in the future. They request the Court of Auditors
to incorporate into its future work programmes a systematic follow-up of specific past audits, following a sufficient time lapse, to assess progress.

Members encourage the Court to perform an in-depth assessment of supervisory and control systems in the Council before the end of 2012 and awaits
with interest the ‘follow-up peer review’ that the Court of Auditors intends to launch in 2012. They confirm their intention to propose a revision of the
rules on appointing candidates to the Court of Auditors, with a view to improving the requirements so that the Court is better equipped to deal with
current and future challenges.

2010 discharge: EU general budget, Court of Auditors

2011/2205(DEC) - 10/05/2012 - Text adopted by Parliament, single reading



The European Parliament adopted by 566 votes to 62, with 16 abstentions, a decision to grant discharge to the Secretary-General of the Court of
Auditors in respect of the implementation of the budget for the financial year 2010.

In its accompanying resolution adopted by 574 votes to 66, with 12 abstentions, Parliament emphasises that the audit of the Court of Auditors’ financial
statements for 2010 was carried out by an external auditor and that this was considered satisfactory. It calls for improvements to be made to the
summary of the number and type of internal audits carried out, the recommendations made and the action taken on those recommendations.

In parallel, Members note that in 2010 the Court of Auditors’ commitment appropriations amounted to a total of EUR 148.6 million (EUR 188 million in
2009), and that the implementation rate for those appropriations was 93 % (92.1 % in 2009). They emphasise that the Court of Auditors’ budget is
purely administrative in nature, with 80 % of it being spent on persons working within the institution and 20 % on buildings, furniture, equipment and
miscellaneous operating expenditure.

Administrative and financial management of the Court of Auditors: Parliament welcomes the fact that, following a reorganisation, the Court of Auditors
has reduced the annual cost of security services by EUR 500 000, while making for more effective delivery of service and better risk control. It asks the
European Anti-Fraud Office (OLAF) to speed up the investigation related to allegations of irregularities reported by the Court of Auditors to OLAF in
2010.

Parliament calls on the Court to:

® evaluate the effects and the implementation of its conclusions contained in the special reports within a reasonable period of time, informing the
Committee on Budgetary Control of its findings;

e await the completion and release of the Special Report on conflicts of interest management in the European Aviation Safety Agency, the
European Chemicals Agency, the European Food Safety Authority and the European Medicines Agency;

e provide the discharge authority with a Special Report on the effectiveness of the Joint Undertakings’ establishment and on their added value
for the efficient execution of Union research, technological development and demonstration programmes.

Parliament considers that preventing and identifying conflicts of interest is of high relevance for the efficient and correct use of resources as well as for
public confidence in the Union institutions. It awaits the Court of Auditors' Special Report on conflicts of interest management in the European Aviation
Safety Agency, the European Chemicals Agency, the European Food Safety Authority and the European Medicines Agency, as planned, by the end of
June 2012.

Members consider that for additional optimisation of the Court of Auditors’ activity, an even more substantial number of the Court’s officials should be
specialised in, and performing exclusively audit tasks. They hope to see an increase of this proportion in the future. They request the Court of Auditors
to incorporate into its future work programmes a systematic follow-up of specific past audits, following a sufficient time lapse, to assess progress.

e Independent external auditor: Parliament notes that the draft future Financial Regulation provides that, after consulting the Court of Auditors,
agencies can appoint an independent external auditor to check whether their budget implementation complies with the provisions of the
Financial Regulation. It notes that the Court of Auditors would then take the external auditor’s report into account in drawing up its opinion.
Members note that in 2011 the Court of Auditors launched a pilot project with Eurofound (the European Foundation for the Improvement of
Living and Working Conditions);

e Control systems in the Council: Members encourage the Court to perform an in-depth assessment of supervisory and control systems in the
Council before the end of 2012 and await with interest the ‘follow-up peer review’ that the Court of Auditors intends to launch in 2012. They
confirm their intention to propose a revision of the rules on appointing candidates to the Court of Auditors, with a view to improving the
requirements so that the Court is better equipped to deal with current and future challenges.

2010 discharge: EU general budget, Court of Auditors

2011/2205(DEC) - 26/07/2011 - Non-legislative basic document

PURPOSE: presentation by the Commission of the consolidated annual accounts of the European Union for the financial year 2010, as part of the
2010 discharge procedure.

Analysis of the accounts of the EU Institutions: Section V - Court of Auditors.

CONTENT: this Commission document sets out the consolidated annual accounts of the European Union for the financial year 2010 as prepared on
the basis of the information presented by the institutions, organisations and bodies of the EU, in accordance with Article 129 (2) of the Financial
Regulation applicable to the EU's General Budget, including the Court of Auditors.

(1) Purpose: the document helps to bring insight into the EU budget mechanism and the way in which the budget has been managed and spent in 2010
. It recalls that European Union's operational expenditure covers the various headings of the financial framework and takes different forms, depending
on how the money is paid out and managed.

In accordance with the Financial Regulation, the Commission implements the general budget using the following methods: direct centralised
management: direct implementation of the budget by the Commission services; indirect centralised management: the Commission confers tasks of
implementation of the budget to bodies of EU law or national law, such as the EU agencies of public law or with public service missions; decentralised
management: the Commission delegates certain tasks for implementation of the budget to third countries; shared management: under this method of
management budget implementation tasks are delegated to Member States. The majority of the expenditure falls under this mode "Shared
Management" involving the delegation of tasks to Member States, covering such areas as agricultural spending and Structural Actions.



The document also presents the different financial actors involved in the budget process (accounting officers, internal officers and authorising officers)
and recalls their respective roles in the context of the tasks of sound financial management.

Amongst the other legal elements relating to the implementation of the EU budget presented in this document, the paper focuses on the following
issues:

® accounting principles applicable to the management of EU spending (business continuity, consistency of accounting methods, comparability of
information ...);

consolidation methods of figures for all major controlled entities (institutions and agencies);

the recognition of financial assets in the EU (tangible and intangible assets, financial assets and other miscellaneous investments);

the way in which EU public expenditure is committed and spent, including pre-financing;

the means of recovery following irregularities detected,;

the modus operandi of the accounting system:

the audit process followed by the European Parliament's granting of the discharge.

To recall, the final control is the discharge of the budget for a given financial year. The discharge represents the political aspect of the external control
of budget implementation and is the decision by which the European Parliament, acting on a Council recommendation, "releases" the Commission
from its responsibility for management of a given budget by marking the end of that budget's existence (please refer to the follow-up reports presented
in this procedure file).

Lastly, the document presents a series of tables and detailed technical indicators on (i) the balance sheet; (ii) the economic outturn account; (iii)
cashflow tables; (iv) technical annexes concerning the financial statements.

Implementation of appropriations under Section V of the budget for the financial year 2010: the document comprises a series of detailed tables, the
most important concerning the implementation of the budget. As regards the Court of Auditor's expenditure, the table on the financial and budgetary
implementation of this institution shows the following:

A) Table showing the commitment appropriations:

o Commitments: EUR 138 million (93.02% rate of implementation)
e Carry-overs to 2011: (0.26% of authorised appropriations)
e Cancelled: EUR 6 million

B) Table showing the implementation of payments:

® Payments: EUR 182 million (61.35% rate of implementation)
® Carry-overs to 2011: EUR 17 million (7.94% of authorised appropriations)
® Cancellations: EUR 11 million.

Lastly, the annexes detail specific expenditure of the institutions, in particular:

® pensions: an administrative budget heading includes the pension obligations towards the Members and former members of the Court of
Auditors;

e joint sickness insurance scheme: a valuation is also made for the estimated liability that the EU has regarding its contributions to the Joint
Sickness Insurance Scheme in relation to its retired staff. This gross liability has been valued at EUR 3 791 million.

(3) Budget implementation — conclusions: the main characteristics of the budget implementation of the Court of Auditors for 2010 were as follows:

Annual reports on the EU budget and the European Development Funds for the 2009 financial year;

40 specific annual reports on the EU’s various agencies and other institutions and bodies for the 2009 financial year;

14 special reports , mainly performance audits;

opinion on improving the financial management of the EU budget;

five other opinions on new or amended EU legislation, including on the proposal for the revised financial regulation;

extensive contribution to the international public audit profession and community, including to the development of new standards for supreme
audit institutions (iISSAis);

® 2 pilot project involving coordinated audits with the supreme audit institutions of the Czech Republic and the Netherlands on the regularity of
agricultural expenditure;

recruitment of 97 new employees, resulting in a fall in vacant posts to below 5% for the first time;

continuing re-deployment of staff to audit as a result of efficiency gains in support services.

For further details on the budgetary implementation of expenditure of Section V of the budget (Court of Auditors), please refer to the Report on
budgetary and financial management for 2010 and the Financial Statements for 2010.

2010 discharge: EU general budget, Court of Auditors

2011/2205(DEC) - 10/05/2012 - Final act

PURPOSE: to grant discharge to the Court of Auditors for the financial year 2010.


http://eca.europa.eu/portal/pls/portal/docs/1/8390724.PDF
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NON-LEGISLATIVE ACT: Decision 2012/555/EU of the European Parliament on discharge in respect of the implementation of the European Union’s
General Budget, section V — Court of Auditors, for the financial year 2010.

CONTENT: with the present decision, and in accordance with Article 318 of the Treaty on the Functioning of the European Union, the European
Parliament grants discharge to the Secretary-General of the Court of Auditors in respect of the implementation of the budget for the financial year 2010.

The decision is in line with the European Parliament's resolution adopted on 10 May 2012 and comprises a series of observations that form an integral
part of the discharge decision (please refer to the summary of the opinion of 10/05/2012).
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