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Background note
As beneficiaries of EU funds, National and Regional authorities have an important role to play to ensure that the management of EU spending is economic, efficient, and effective – absorbing EU funds is not sufficient, authorities need to demonstrate tangible results and how these benefit the quality of life of their citizens.

Based on the findings of the European Court of Auditors and of the Commission the Committee on Budgetary Control of the European Parliament has stressed in its resolutions accompanying the Commission discharge that the EU institutions and Member States should make the best use of EU funds to achieve the results that EU citizens rightly expect to see. 

It is regrettable that selection of projects by the national and regional authorities is often based on the logic of (‘use it or lose it’), on the need to comply with the rules, and only to a very limited extent on their performance and expected impact and results. 

Furthermore, the EU expenditures are often affected by “errors”. Most errors occurred in spending areas where management is shared between the Member States and the European Commission. The principle of shared management relies on trust: that Member States – who part-fund projects – manage EU funds as carefully as they do their own resources. The two most error-prone spending areas are ‘regional and agricultural policies’. When the Commission services cannot assure that the expenditures under their authority are legal and regular, the Commission Directors Generals may issue reservations.
  

Corrective and recovery action by the Commission and national authorities have a positive impact on the error rate. For a large proportion of the errors found, national and regional authorities had sufficient information available to have identified and corrected many of them before claiming reimbursement from the Commission. 

The political control on the European Union budget takes place in a wider context of EU developments. Important shifts of powers to the EU over economic and fiscal governance and banking supervision have occurred in the aftermath of the financial crisis. There is a shift of emphasis as concerns accountability: from that over inputs (public resources from different sources), to that on outputs (impacts, outcomes and results). 

On the other side the new multi-annual framework 2014-2020 contains important developments to improve financial governance, controls, reporting requirements, measurement and reporting of results and new controls and conditions for payments. Proposals on National Declarations are calling for political responsibility at Member State level over funds under shared management. 

In this context there is an increasing role and responsibility for national and regional authorities, to plan better, to execute with greater compliance to rules, but equally important with delivering value added to Citizens and providing adequate information to give account for the results achieved.

Parliamentary scrutiny, reinforced by all instruments at its disposal can have a profound effect on the performance and control of all the entities and systems involved in the management of EU spending. 

� 	In its annual activity report for 2014 the Director-General for Employment, Social Affairs and Inclusion maintained two reservations for serious deficiencies in key aspects of the management and control systems in specific operational programmes:


− 	the main one is a financial reservation for the 2007-2013 ESF in 2014 for 36 operational programmes in 11 Member States (Belgium, the Czech Republic, France, Germany, Greece, Hungary, Italy, Romania, Slovakia, Spain and the UK). The amount at risk for the 2007-2013 reservation is estimated to be 1.7% of ESF 2007-2013 interim payments in 2014; and


− 	the other concerns a reputational reservation for the 2000-2006 ESF in 2014 for seven operational programmes in France, Italy and Spain. 


The Director-General for Regional and Urban Policy issued reservations for serious deficiencies in key aspects of the management and control systems in specific operational programmes.


− 	a financial reservation for the 2007-2013 ERDF and Cohesion Fund for 77 operational programmes in 12 Member States management and control systems. The quantification of the reservation corresponds to 0.5% of ERDF/Cohesion Fund interim payments in 2014;


− 	another financial reservation for two Instrument for Pre-accession Assistance (IPA) programmes (for Turkey and the Adriatic) and corresponds to 7% of interim payments in 2014; and


− 	a reputational reservation for the 2000-2006 ERDF/CF management and control systems in 2014 for three programmes (two in Italy and one in Ireland) and for two Cohesion Fund transport sectors (in Romania and in Bulgaria), but with no financial impact;


− 	the other concerns a reputational reservation for the 2000-2006 ESF in 2014 for seven operational programmes in France, Italy and Spain.


The Director-General for Agriculture and Rural Development (DG AGRI) maintained reservations on:


− 	certain European Agricultural Guarantee Fund (EAGF) market measures for aid schemes in six Member States (Austria, France, the Netherlands, Poland, Spain, and the UK) while new reservation were introduced in respect of France (for further measure) and Romania. The amount at risk corresponds to 3.13% of the expenditure disbursed. For the majority of the measures, the Commission identified the deficiencies in the course of on-the-spot audits. For the school milk schemes in France, the reservation was triggered by the high level of error reported by the Member State authority. In all cases, the necessary corrective action has been identified and the Member States have been notified; 


− 	direct EAGF payments through 15 paying agencies in six Member States (Spain (10), France, the UK (England), Greece, Hungary and Portugal). The amount at risk corresponds to 2% of the expenditure disbursed. As the deficiencies were detected by the Commission itself, the necessary corrective action has already been identified and the Member States have been notified;


− 	European Agricultural Fund for Rural Development (EAFRD) expenditure in respect of 22 paying agencies in 14 Member States while six new reservations were introduced. In total there are 28 reservations in 16 Member States in 2014 (Bulgaria, Germany (3), Denmark, Spain (6), France (2), the UK (2), Greece, Hungary, Italy (4), Lithuania, Latvia, the Netherlands, Poland, Portugal, Romania and Sweden). The amount at risk corresponds to 4.76% of the expenditure disbursed. As the deficiencies were detected by the Commission itself, the necessary corrective action has already been identified and the Member States have been notified; and


− 	expenditure in Turkey from the Instrument for Pre-Accession Assistance in Rural Development (IPARD). The amount at risk corresponds to 3.2% of total IPARD expenditure. The necessary corrective action has already been identified and the Turkish authorities have been notified. DG AGRI will take remedial action where necessary by imposing net financial corrections to recover ineligible expenditure. 





