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I. DEVELOPMENTS IN THE 1979 FINANCIAL YEAR

1. The 1979 financial year was unusual in that adoption of the budget was
delayed by Parliament's rejection of the draft. In 1979 budgetary revenue
of the Communities consisted of customs duties and agricultural levies,
resources accruing from valud added tax, financial contributions from
Member States and miscellaneous revenues such as deductions from staff
remuneration, fines, etc. The year was notable for the introduction, after
some years' delay, of receipts from value added tax (VAT) as an additional
own resource. The object of these receipts is to replace financial
contributions based on gross national product (GNP). However, in this
respect 1979 must be regarded as a transitional year because the Federal
Republic of Germany, Ireland and Luxembourg had not introduced the
requisite common VAT measures and they continued to pay GNP contributions.
This mixed system will not apply in 1980, when all Member States will
assign VAT resources.

2. The following table compares the budgetary revenue of the Communities
for 1978 and 1979: '

Table - Total revenue 1978 and 1979

(m EUA)
1978 1973
Out~turn g§é§2% " Out~turn

Customs duties 4,390.9 5,045.5 5,189.1
Agricultural levies 1,872.7 1,706.0 1,678.6 ;
Sugar levies 410.6 - 459.8 464.9 i
Value added tax resources - 4,739.6 4,737.7
Financial contributions (GNP) 5,329.7 2,299.7 2,302.1
Miscellaneous revenue
(including ECSC and Euratom
contributions) 177.8 154.8 188.7
Balance from previous year - 41.6 41.6

Total 12,181.7 14,447.0 14,602.7

-5 - PE 71.959/fin./hnnex 1



Total revenue (14,602.7 m EUA) was very close to the final estimate
included in the amending and supplementary budget. Noteworthy was the
increase of 9.3% in cugtofms duties, ekplained principally by a substantial
unforeseen rise in imports subject to common cugtoms tariff duties.

Agricultural levies fell by 1.6% due to a falling trend in inperts
ol the main cereals and rising world prices.

An increase of about 9.6% in the VAT resources and financial contributions
was necessary to balance the additional expendiﬁufe duthorized in the amending
and suppleméntary budgets. This involved an increase in the Conmuniity VAT
rate from 0.7196% in the original budget to a final figuteé of 0.7889%.

3. Phe discussion of the revenue side of the 1979 budgét lends further
weight to the Parliament's view that the Community has an independent claim
to its share of VAT and that the governments are committed, once the budget
has been established, to make available to the Community the monies estimated
in the budget.

The Community's own résoutces should no longér Le shown as national
resources in the various natiorial budgets as Community law (in this case
the Decision of 21 April 1970) sanctiofis the principle of direct collection
by the Community and this is reaffirmed anhually in the budget of the
Community.

4, Rather than asking the Court of Justice for a ruling on the legality
of the budget adopted on 14 December 1978, three Member States (France,

the United Kingdom and Denmark) took the law into their own hands and tried
for three months to escape their obligation to pay over Own resources.

Tn February 1979 these Member States started to pay over to the
Commission the provisional twelfths applicable whenever the budget is not
adopted by the beginning of the financial year.

However, on 12 February the Commission had formally requlred them
to pﬁt their payments in order and then took steps in preparation for
infringement proceedings before the Court of Justice pursuant to Article 169
of the EEC Treaty. Negotiations were meanwhile being conducted between
the Council and Parliament
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The dispute was finally resolved only when the three Member States
settled their payments retroactively. At the beginning of April they
contributed much more than the own resources they were required to pay and

the situation was finally normalized on 25 April when supplementary budget
No. 1/79 was adopted.

Despite its financial controller's objections the Commission found
that the Member States in question did not have to pay the interest due
on the belated payments in accordance with the regulation in force as

they had rectified the situation before supplementary budget No. 1/79
was adopted.

Parliament agreed with this approach at the time, as it was prepared
to put an end to the budget djispute provided the Member States in arrears
settled the sums due and thus acknowledged de facto the existence of the
budget adopted by Parliament. :

This arrangement was a compromise. The approach adopted-by Parliament

in no way prejudiced any decision that might be taken regarding future
interest claims.

Thus Parliament's point of view was confirmed that, for revenue as
well as expenditure, the budget constitutes a directly enforceable legislative
act. Adoption of the budget obliges the Commission to implement it and to
use all the legal instruments at its disposal to do so.

5. In 1978 the Court had pointed out that the amounts due from the Member
States were payable in full, subject to an abatement, during 1978 and 1979,
for Denmark, Ireland and the United Kingdom pursuant to Article 131 of the
Act ol Accession. Regarding the Article 131 operations the Court again felt
it neccssary to restate its views, in particular on the absence of published
decisions by the Council or the Commission detailing the rules agreed upon
for the application of that Article. Again the Court was unable to report
that all revenue had been paid to the Community in a legal manner.

The financial clearing operations carried out outside the budget to
give effect to Article 131 are set out in the following table:
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Table - Article 131: Clearing outside the budget

(1,000 EUA)

Commission's

interpretation Settlement

of Article 131 | Amount borne Amount paid by | Amount received

repayments due | by each Member States by Member

to Member Member State States

States
Belgium - 40,693 40,693 -
Denmark1 - - - -
FR of - 165,061 165,061 -
Germany
France - | 163,001 163,001 -
Ireland 6,400 4,193 - 2,207
Italy - 91,868 21,868 -
Luxem- - 554 554 -
bourg
Nether- - 53,913 53,913 -
lands
United 625,501 112,618 - 512,883
Kingdom

TOTAL 631,901 631,901 515,090 - 515,090

1Unlike Ireland and the United Kingdom, Denmark's share of the budget,
before the application of Article 131, was below the ceiling calculated
on either of the interpretations considered.

IT. VALUE ADDED TAX AND FINANCIAL CONTRIBUTIONS

6. Article 4 of the Council Decision of 21 April 1970 provides that the
VAT resources to be paid by each Member State to the Community should be
calculated by applying a rate not exceeding 1% to an assessment basis
determined in a uniform manner throughout the Community. The provisions
seeking a harmonized base are contained in Council Directive 77/388/EEC.
This did not succeed in establishing a fully uniform basis of assessment.
Some differences remain as between the Member States and it will be
necessary, for some time to come, to adjust the national bases to bring
them into line with the theoretical uniform assessment basis.

7. One of two methods may be adopted for calculating the assessment basis.
The first is based directly on the VAT returns of taxpayers, and the
second involves the application of data derived from national accounts
statistics to the actual revenue collected.
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The result of applying one or other of these bases cannot be known
until after the end of the relevant year. During the budgetary year itself
one-twelfth of the amount attributable to VAT in the budget estimate must
be credited to the Communities on the first working day of each month.

The various rates of exchange and units used in these calculations gives
risc to discrepancies which have to be corrected. The Court of Auditors
rocommends that this anomalous situation could be avoided by using the
actual exchange rates obtaining on the day on which the contribution is due.

The Commission has now complied with this recommendation.

The Court is not convinced that the administrative difficulties
advanced by some Member States are insurmountable, and requests the
Commission to re-examine the matter afresh.

8. Because the VAT resources in the 1979 accounts were based on estimates
only, no on-the-spot audits were carried out by the Court on such resources
in 1979. However, it undertook a programme of information visits to

Member States involved in order to brief itself on the systems in operation
and prepare for a full audit in 1980 of the final figures in respect of
1979.

9. The rule that revenue and expenditure in the budget should be in balance
can strictly apply only at the estimate stage. The difference between
estimates and the actual revenue or expenditure constitutes a surplus or

a deficit that is carried forward to the following financial year. Under
Article 15 of the Regulation No. 2891/77 this balance is defined as consisting
of the difference between:

-~ all the revenue collected in respect of that financial year,
and

- the amount of payments made against appropriations for that
financial year

(a) increased by the payment appropriations for that financial year
that are not implemented and carried forward to the next
financial year

(b) decreased by the payment appropriations for the preceding
financial year that have not been implemented and cancelled.

Revenue collected in 1979 thus exceeded requirements by 455.9 m EUA.
The discharge decision should however take account of the fact that there
is some doubt as to how 203.5 m EUA in the EAGGF Guarantee Section and
2.6 m EUA in Parliament's budget are to be allocated.
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Control of the collection of revenue

10. The Court of Auditors has carried out a number of very useful checks
to assess how well the system of collecting and controlling own resources
functions,

The following points are worth mentioning:

Control of Community VAT

11. various documents, some of them emanating from the national administrations,
mention a very high rate of tax evasion in the cellection of VAT in some

Member States. This problem concerns mainly the national administrations,
which are also primarily responsible for controlling the collection of

VAT, Nevertheless, part of the VAT resources constitute Community revenue

and it is up to the Commission even if only to assure the Member States,

the Community institutions and Community taxpayers that the tax is collected
uniformly and fairly, to carry out the necessary controls teo ensure that

all the resources due to the Community are paid within the prescribed

time limits.

However, despite its efficiency, the Commission does not have enough
staff to carry out the task assigned to it under Article 12 of Regulation
No. 2892/77.

Parliament must urge the Commission to enter sufficient appropriations
to fulfil these tasks in the next draft budget. It must also point out
that the Commission must try to oiganize the auditing of own resources a
effioiently as possible.

Moreover, since the checks on the final amounts provided for in
Article 10 of that regulation can only be carried out when it is impossible
to include them in the annual statement of account, any corrections have
to be allocated to the financial year in which they are made.

Parliament expects the Commission to apply the method of macro-economic
control (Doc. R/2809/1/77) and fulfil its commitment to carry out checks
during the following vear,

However, even this possibility will exist only in theory until the
Commission has the means of checking the accuracy of the summary accounts
submitted by the Member States.
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Audit of customs duties, agricultural and sugar levies

12, The Court of Auditors carried out a series of on-the-gpot audits in
the Member States in connection with the 1979 accounts. Its enquiries
were concentrated on customs duties, agricultural levies and sugar levies.
It found that, with a few exceptions, the national arrangements were
generally satisfactory in the difficult circumstances. There were errors
of calculation but they were not systematic. The Commission should strive
to achieve the maximum simplification of the present complex structures
consistent with the essential economic and financial aims of agricultural
policy.

In connection with the accounting procedures for agricultural levies
and monetary compensatory amounts it is strongly recommended that the
relevant Community regulations be amended.

In the Netherlands and the Federal Republic of Germany accounting
deficiencies were found which both Member States have now taken steps to
rectify.

13. The Court of Auditors deals at length with the agricultural intervention
agencies of the Member States which have a role to play in the administra-
tion of the own resources deriving from trade in agricultural produce.

Their structure and functions vary significantly from one Member State to
another. In some cases they are public corporations set up under public
law, in others, though operating under public law, they have the status

of semi-private commercial undertakings.

In the absence of Community provisions regarding collection and
enforcement, it falls to the Member States to endow these agencies with
the legal nowers necessary to protect Community financial interests. The
report of the Court of Auditors ciltes the case of the intervention agency
responsible for sugar in France which does not possess statutory powers
of enforcement. In Belgium weaknesses were also found in the enforcemen
nrocedures of the interventlion agency responsible for the assessment
and collection of agricultural levies. The Commission requested the
responsible Ministry to carry out a detailed audit of the period from
1971 to 1975 as a consequence of which additional sums equivalent to
about 4 m EUA were made avallable to the Community. An extensive audit
of subsequent periods is at present being carried out by the Belgian
authorities. The Court of Auditors welcomed the improved system introduced
by the agency in 1978 and proposed further improvements.
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A more fundamental examination should be undertaken by the Commission
and the Member States of the structures and functions of the various
bodies involved with a view to establishing standardized procedures and
administrative norms which could be followed by all the Member States.

14. The Court of Auditors mentions the problem of unilateral exemption
from customs duties and, in particular, those granted by some Member
States in respect of imports of certain items of military equipment.

This matter was raised in the report for 1977 and has not yet been
settled. It was found that in Italy, for example, the concession applied
to a very wide range of goods, including transport and communications
equipment. The Court considers that such exemptions should be limited

to strategic materials.

German internal trade

15. Protocols to the Treaty of Rome provide for special treatment to be
afforded to goods imported into the Community in certain circumstances.
Examples are the protocol on the treatment of goods imported into France
from Morocco and Tunisia and the protocol on German internal trade. In

the former case the protocol clearly states that goods imported into France
are not in free circulation in the Community if they are re-exported from
France to another Member State. But such a stipulation is not present

in the protocol on Cerman internal trade, and, as a conseéuence, goods
originating in the German Democratic Republic which arrive in the Federal
Republic of Germany are legally in free circulation in the Community. This
produces the potentially anomalous situation that goods from the GDR
imported directly into a Member State other than the Federal Republic of
Germany are liable to customs duties and/or agricultural levies, whereas
the same goods imported first into the Federal Republic of Germany and

then into another Member State would not be so liable. The Court feels
that the protacal on German internal trade thus represents a potential
threat to the Community's own resources. However, mechanisms exist to
discourage the re-expart of goods originating in the GDR from the Pederal
Republic of Germany to other Member States, and these mechanisms have

been the subject of investigations by the Court.
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The Court was satisfied that German internal trade is clesely controlled
by the Federal authorities and that most of the goods purchased in the
GDR actually remain in the Federal Republic. Current regulations require
an import or export licence for goods imported from or exported to the
GDR. Many types of goods are also subject to quota limits, expressed in
either value or quantity terms. In the industrial sector sgome 30% of goods
are subject to quotas while in agriculture almost all (92%) are controlled
in this way. Internal German trade is regulated by berder checks and
surveillance of firms by the 'tax and customs authorities. 1In the case of
agriculture control is also exercised by the Federal Institution for the
organization of agricultural markets.

In 1978 the value of goeds imported from the GDR totalled DM 3,800
million, of which some DM 40 million worth, or just over 1% was re-exported
to other Member States.

The Court of Auditors considers that contrel of origin is one aspect
of the German internal trade arrangements to which the Federal authorities
could usefully pay more attention.

It also points out that the protocol to the Treaty of Rome permits
Member States to take measures to prevent any difficulties arising from
German internal trade. The Court's investigations show that only France
systematically avails itself of the right to take protective measures.
The Court also notes that the barriers erected to prevent the outflow of
goods subject to the German internal trade arrangements are reasonably
effective, representing as it does just over 1% of the goods entering
the Federal Republic of Germany from the German Democratic Republic.

But there is nevertheless cause for concern insofar as this figure
represents a potential loss of own resources. Member States would have to
have recourse to the protective measures envisaged by the protocol in
order to minimize the consequences for their economies and for the
Community budget.

16. The declarations and findings of the Court of Auditors as regards the
effect on the collection of Community revenue of the special intra-German ,
trade situation are serious from two points of view. Firstly, important
derogations from the system of own resources, although admittedly
authorized in a protocol to the EEC Treaty, are organized on a purely
national basls. Secondly, these derogations have, according to the

Court of Auditors, given rise to serious cases of fraud.
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This problem does not however come within the scope of the discharge
decision. Consideration should be given not only to its political
implications but also to its effects on the structure of trade within
the Community and with state-trading countries. A separate report should
therefore be¢ devoted to the problem.

Community transit

17. The Court of Auditors draws attention in its report to some of the
dangers £o' the reliability of the collection of own resources when

attempts are made in too unilateral a fashion to make technical improvements
to the free circulation of goods within the Community. The Committee on
Budgetary Control had already drawn attention to the dangers involved when
the signature of only one official was reguired on a form to justify the
payment or reimbursement of very large sums. The Court of Auditors cites
the example of replacing 'TI' by 'T2°.

Reference must again be made to this danger in the 1979 discharge.

IV. Remarks on the organization and principles of Community financial
autonomy

18. Consideration of the implementation of the revenue section of the
budget, in particular in 1979, prompts various misgivings as regards the
ability of the present system of collection and control to ensure the
finahéial autonomy of the Community.

19. The fact that the Member States differ in thelr awareness of the
Community nature of own resources is reflected in the different ways in
which these resources are treated in the national budget documents. They
anpear either in a document annexed to the national budget or in the
budget itself as 'resources to be transferred', as a negative item or
even as revenue proper.

Parliament should state whether in its opinion these different
procedures are compatible with the principle of financial autonomy on
the basis of a thorough study by the Commission.

20. The Court of Auditors draws attention to the diversity of the national
bodies in the agricultural sector respensible for cellecting Community
resources, their different powers and their very strained relations

with the Commission. This situation promotes neither the integration

of the system of own resources nor uniformity in their collection.

Efforts must be made to achieve harmonization in this area.

2]1. In some sectors, particularly compensatory amounts, revenue is not
entered by the national bodies in the Community accounts until after
expenditure has been deducted. The Community is therefore not informed
of the actual amounts of revenue or expenditure, It would be advisable
for these transactions to be entered in full in a centralized Community
account and for the rules to be amended to this end.
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Annex IT

WORKING DOCUMENT

on the implementation of the general budget
of the European Communities - 1979 financial year -~
and the preparation of the discharge in respect

of expenditure under Title 3 other than on energy
and research

Draftsman: Mr NOTENBOOM
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1, in the context of the discharge procedure, your draftsman has considered
in particular, expenditure under Title 3 other than on enexrgy and research.
This concerns the following policies with the appropriations set out below:

Orig. | Final. |[Expenditure |carried ,Expenditure
approp. | approp.l' 000 % forward '000" %
EUA fr.‘ort119782 EUA
Chapter 30
Expenditure in CA 6,950 11,834 |10,569| 89
the social PA 4,765 4,765| 3,626 76 1,381 1,381 | 100
sector non-differ-6,170 6,820} 4,274 | 63 952 813 85
entiated
Chapter 3}
Expenditure
in the agri-
cultural non-differ—- 5
gectorx entiated [7,209 11,094 | 2,415 22 4,549 4,200} 92 ,
Chapter 34 non-differ-
Safeguards entiated |1,500 1,500 626| 42 , 454 319} 70
Chapter 35
Man and the non-differ-
environment entiated 7,792 7,792} 3,522 | 45 2,987 2,861 | 96
Chapter 36
Seientific
and technical (07:1 1,700 8,660 | 5,962 | 69
information PA 3,825 4,825} 1,508 | 31 2,061 2,061 | 100
and informa-~ non-differ-
tion management entiated [1,530 1,680} 1,056 63 | 791 684 | 86
Chapter 37 ca pm 38,045 | 1,070 3
Industry and
transport PA 700 9,200 46| 0.5 4,263 1,263 | 30
non-differ-
entiated 1,441 2,191 877 | 40 (15,211 15,193 94
Chapter 39 ‘
Specific non-differ-
projects entiated F,gss 8,955 | 2,880 | 32 | 5,347 4,012 | 75
I

Including transfers of appropriations and, as regards commitment appropriations,‘
appropriations carried forward from 1978. |

Indicated only for non-differentiated appropriations and for payment appropria-'J

tions. Commitment appropriations carried forward are included in the 'final
appropriation® column.

|

Comprising: preparation of new research programmes (391), educational
measures (392), cultural measures (393), measures to improve knowledge of
the Japanese market (395), European Foundation (396)
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2, Apart from a few statistics with regard to Chapter 30, the report of the
Court of Auditors contains no comments on these items of expenditure. Last
year the Court of Auditors stated that owing to lack of staff it was unable

to devote attention to this sector. Your draftsman wonders whether there are
not in fact shortcomings in the distribution of responsibilities in the Court
of Auditors and urges that the Court should organize its activities in such a
way that certain items of expenditure do not substantially escape all control.

ANALYSIS OF FINANCIAL MANAGEMENT

3. Generally speaking, it can be said that the Commission acquits itself of
this task in a fitting manner in respect of these items of expenditure which,
in terms of financial appropriations, are less important, at least as far as
commitment appropriations are concerned, and insofar as it believes that there
is a sufficient legal basis. The rate of utilization for payments, even in
respect of expenditure for which there is a legal basis, is variable, which
raises questions about the accuracy of the budget estimates.

AGRICULTURAL SECTOR

4. The rate of utilization in respect of item 3101 (the campaign against
African swinefever) and item 3102 (action in the event of outbreaks of
epizootic disease) was 0% and 8% respectively, i.e. far below expectations,
partly because the incidence of these diseases was much lower than expected.
The same reasons were given last year. Congideration might be given to the
desirability, for such items, of providing merely a minimum appropriation and
having recourse, in cases of epidemics, to credit transfers from items in

respect of which developments have been more favourable.

5. In addition, your draftsman feels that considerable improvements could be
made to the estimates of the necessary budget appropriations:

~ the long time lag between commitment and payment (Art. 313: farm accountancy
data network (0% paid); Item 3141: research programmes (55% paid) and
delays in research activities;

~ Member States submitted no requests in respect of Item 3111# veterinary

inspection of the application of Community rules and regulations (0% paid
out) ;

- Item 3112: veterinary inspection in non-Member countries: only 55% was
spent (as against 27% in 1978);

- Art, 315: training of FAGGF inspectors: only 33% spent (18% in 1978).
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The ahove examples of agricultural measures, which are all most useful in
themselves but for whieh budget estimates have year after year proven too
high, show that the Commission must either reduce the appropriations requested
ar undertake new action in the relevant fields.

6. Your draftsman is particularly concerned at the only moderate success of
action to improve inspection in the veterinary and agricultural sectors
(Articles 315 and 311),

SOCIAL SECTOR

7. The situation in the social sector is not much better. With the
exception of Article 307 (the European Trade Union Institute) and Article 308
(asgistance to accident victims in the coal and steel industries), in which
100% was spent, the rate of utilization exceeded 70% for only two other
artigless Article 301 (vocational training and guidance) (73%) and '
Arxticle 306 (pilot research projects to combat poverty) (58%).

For the other five articles the rate of utilization ranged from 3 to 54%. ‘

ENV IRONMENT

8. In connecgtion with expenditure on the environment, your draftsman again
discovered a low rate of payment which the Commission said was normal because
a larxge number of studies had been approved late in the financial year.

Your draftsman does not find this quite so normal. Either measures must be
taken so that studies are approved earlier in the year or appropriations
should be adjusted to actual payment requirements.

INFORMATION

9. Expenditure again falls substantially short of estimates in the field of
scientific and technical information and information management, especially

in respect of Item 3620: three-year plans, The excuse put forward in the
*Analysis of the Financial Management’l'that the second action plan was not
approved until October 1978 is not a satisfactory explanation as under-
utilization is threatening to become chronic. Item 3621 concerns activities
supplementary to the three-year plan. Under this item it was decided in 1975
to purchage a computer. In the 1981 hudget the Commission has again failed to
comply with Parliament's request that all expenditure on computer equipment
should be included in the relevant chapter (Chapter 21)2. As might have been
expected, the utilization of appropriations was better for this item (99% for
commitments and 73% for payments).

1 coM(80) 216
2

In 1979: Art. 224
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INDUSTRY AND TRANSPORT

10. In Chapter 37 - industry and transport - there is the problem of the

leqal basis. Thus at the end of 1979 (20.12.1979) there was for item 3750

the ad hoc priority scheme for aid for industrial restructuring and conversion
in the man-made fibres sector. The Commission's report to the Council

(COM(80) 244 final) of 23 July 1980 shows that the scheme is not without its
merits but that the crisis in a number of industries, among them man-made
fibres, is persisting and makes the Council's negligence all the more deplorable.

11. Having said this, your draftsman would point out ‘that the budget and the
accounts are not a very suitable instrument for measuring the success of
Community industrial policy, largely involves harmonization between the Member
States and the integration of their economies. In that area priority should
be given to using the existing financial instruments such as the Social and
Regional Funds. Specific measures, approved in Chaptexr 37 of the budget,
have hitherto been restricted to industries in difficulty owing to over-

production, technological backwardness, economic crisis, etc.
Q

12. In the field of data processing, your draftsman ascertained, through
personal contact with the Commission’s DG III, that it is possible, to a great
extent, to prevent the Community's current programme duplicating national
programmes and therefore that public resources will not be used twice for
similar projects, at least as far as the Community is concerned. It is to

be regretted that Member States which are more advanced in certain fields are
not always willing to cooperate on a Community pregramme in those fields.

Your draftsman also noted that the results of programmes relating to com-
patibility standards between computer equipment are beginning to be applied
to each country's own equipment,

13. It was not possible to secure guarantees of the same order in respect of
the first and second programmes (items 3700 and 3701). These are, however,
measures in the process of completion. There was hardly any expenditure in
1979 on the new programme (item 3702) owing to the late approval of the
programme by the Council (11.9.79) and the time necessary to secure the transfer
of appropriations from Chapter 100. In 1980 the late adoption of the budget

is also believed to have had a delaying effect.

14. Article 371 - the aerospace sector - seems to be regarded by the
Commission as an action to be written off. The success of the airbus

venture perhaps has something to do with it. Owing to the absence of an
additional legal basis it was not possible to carry out research activities

in the textile sector (Art. 372) in 1979. In this connection it should be
pointed out that the Commission made some slight adjustments to the relevant
operations for 1981 and thereby made it unnecessary to invoke Article 235 of
the EEC Treaty or, therefore, an additional Council regulation. However, the
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Commission no longer gseems convinced of the usefulness of these operations,
in particular in the light of the general budgetary situation in the Community
and in the Member States. The same problem arises for 1980 for the ceramics
gector, In the discharge procedure for 1980 and 1981 it will b& necessary

to investigate whether this is compatible with the will of the budgetary .
authority.

LEGAL BASIS

15. Parliament and the Commission have already repeatedly discussed their

difference of opinion on this matter without either side showing a readiness
to adjust its views.

The problem of the legislative power of the budget poses an increasing threat
to the successful completion of the annual budgetary procedure and the
discharge procedure, As these procedures receive more public attention
Parliament may lose some of its credibility if if should become apparent .
that amounts entered 1ln the budget after a major dispute with the Council

can quite simply be blocked by the latter by a refusal to adopt the imple-
ménting procedures.

l6. Any solution to this problem should take account of the distribution of
powers between the institutions laid down in the Treaties. The legislative
powers of the Council need to be respected. However, account must also be
taken of the creation of a Budgetaxry Authority with powers enabling it to

set limits to and direct the legislative powers of the Council. Finally,
there must be no erosion of the Commission’s role as the driving force behind
European integration, as the initiator of Community law and as the institution
responsible for implementing the budget. In the present circumstances it
might be more appropriate to talk of restoring this role to the Commission.

17. As shown in the attached table Chapter 37 lends itself very well to the
establishment of certain principles in this matter, Firstly, it contains
expenditure on transport, to which a chapter is devoted in the EEC Treaty,
and secondly it also comprises a series of measures for which Article 235 of
the EBC Treaty is the basis.

18. Parliament and the Commission have already agreed that the budget is a
necessary, but not always a sufficient legal basis for expenditure. Your
draftsman will therefore not go any further into the assertion that the hudgét
is the fundamental, preliminary basis for the incurring of expenditure in the
Community, nor into the exceptions to this rule endorsed by the Council,

19, Your draftsmen considers that the question whether a budget item may be
implemented or not must be looked at from two points of view.
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First and foremost, there is the question of whether the Community is at all
competent to inecur the relevant expenditure. The answer is usually to be
found in an article of the Treaties. If this is not the case or if the
Treaty provision is too vague, an additional decision by the institutions

is necessary specifying the competence of the Community. In Chapter 37
this takes the form of the adoption by the Council, after consulting
Parliament, of an action programme, a basic decision or even an outline
regulation, It may also take other forms.

20. If the Community is competent a second point has to be considered,
namely the use of such competence during a given time span, in this case

the financial year. If this matter is settled in a Council regulation there
is no problem. A formal regulation is applicable as long as it is not
withdrawn or declared void, irrespective of whether or not it is considered
that the Council should concern itself with matters such as implementing
procedures,

Where there is no regulation or where the appropriations exceed the scope of
the existing regulation, the only valid criterion would seem to be the will
of the legislator, in this case the Budgetary Authority, in the adoption of
the budget.

21. How can the will of the Budgetary Authority be determined? In your
draftsman's view this will emerge clearly if the appropriations adopted
correspond to existing Commission proposals for, for instance, research
programmes or specific aid measures, If the appropriations differ sub-
stantially therefrom, the disparity will in most cases be explained and the
will of the Budgetary Authority will again be sufficiently clear.

22, If the Council is in these circumstances still of the opinion that the
Commission®s proposals, on which it has already had a say during the
budgetary procedure, must be processed again in the form of a regulation, a
directive or other legal act, it should naturally do so in good time to allow
the Commission to implement the budget. If not, the Commission is obliged
under Article 205 of the EEC Treaty to implement the budget under its own
respongibility.

23. It is then of course up to the discharge authority to assess whether the
Commission has exercised its power correctly. During a transitional stage
provision might be made for the Commission to submit its decision to
implement the budget to the Budgetary Authority, for example by means of a
procedure analogous to that used for transfers of appropriations.
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24. After due consideration, your draftsman has not put these views forward
in the form of conclusions in order to show that they constitute a sample
sslutioh ifi the contéxt of a specific chapter of the budget. Yeur driftsman
believés that this matter merits a detailed study by a working piity &on—
sisting of members of the Committee on Budgetary Control and thé Gofifiittee on
Budgéts, which should continue the work begun by your draftsian, spplying it
t6 all items in the budget.

46, HHY L&blé Attachad td this working document shows what the results might
pe of applying this readoning to Chapter 37 in 1979,

26. CONCIMBIONS
The Committee on Budgetary Control:

- utdé$§ the Commission, in the context of the appropriations undér Title 3,
other than energy and research, to bring appropriations and expenditure more
into line with each other by

- ditfetentidting dppropriatidns where necessary,
- intensifying actions and speeding up procedures,
- adjusting blidget éstifiates to the real rate of utilization;

- recommends in particular freater effort by thé Commissivn with regard to,
the training of EAGGF inspectors (Art, 315) and the ingpection of the
application of veterinary rules and regulations (Item 3111);

- proposes that a joint working party should be set up by the Committee on
Budgetary Control and the Committee on Budgets to draw up eriteria, with
thé cobpétdtisn of the Commission, for determining whether an additional,
legal basis i# necessary for the implementation of a budget line and to
draw up a list of budget lines for which this is the case.
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Type Expenditure |Carried| Expenditure
Budget Heading of hitial Finall '000 % forward| '000 %
line approp| approp,| approp.| EUA from2 EUA
: 1978
370} Expenditure in the
data processing
sector
non-
3700 | First programme diff. 132 132 130 |99
3701 | Second programme ca pm 1,045 1,042 99
PA 700 700 44.6 6 |1,263 1,263 | 100
3702 | Community operations | CA pm {2,000 27.5| 1,4
for the development PA pm |2,000 1.4/ 0.1 -
of data processing
371 | Operations in the
aerospace gector
3710 | Technological CcA pm 15,000 0 0]
research PA pm pm - - 1,000 0 0
3711 | Aid non- pm pm - |- -
diff,
372 | Sectoral research
operations
372 | Textile industry non- - -
diff.
3721 | Footwear sector non- 9 9 9 |100 35 35| 100
diff,
374 | Technical rules on
the safety of car
occupants
3740 | safety of persons non- pm 751 228 | 300 544 544 1 100
carried diff,
3741 |Harmonization of non- 500 498,6 141 28 -
industrial laws difef.

Including credit transfers and, as regards commitment appropriations, carry-forwards
from 1978,

2 Specified only for non-differentiated appropriations and payment appropriations.
Commitment appropriations carried forward are included in the 'final appropriation’
column.
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Legal basis

3700

3701 |

3702

3710

3711

3720

3721

3740

3741

Art. 235 EEC
Council decision 27.9.77

Art, 235 EEC
Council decigion and
regulation 11.9.79

Action programme for the
Buropean agronautical
gector 3,10.75

Proposal for research
projects 2.9.77

Action programme for the
European aeronautical
sector

Proposal for second research
programme 4.5.79

Council decision 14.2.77
Council resolution

28.5.69
Council directive 6,2.70

General prpgramme 28.5.69
Various directives

On the conclusion of pragramme

action may continue om at least

certain aspects, even if the Council
has not formally adopted the subseguent
programme

Owing tao the absence of a general
decision in this field implementation
was not possible before 11.9.79

As both arms of the budgetary
authority were infoxmed of the scope
of the action it was possible to rake
a start

No specific Commission proposal has
yet been gsubmitted

As no programme had beep submitted
when the budget was drawn up
implementation is npt possible

The programme has now been terminated

and no new programme has been
submitted

Legal basis unproblematic

Legal basis unproblematic
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. Carried "
Budget X Type Initial | Final ?xpendlture forward ?xpendlturg“,
line Heading of approp. | appro 1 '000 % from 000 %
appron PPIop. PEOR | pua 2 | EUA
1978
375 Community industrial
reorganization and
redevelopment opera
tions
3750 Crigis-hit CA pm 20,000 0 0
industrial sectors PA pm 7500 0 0 2,000. 0 o]
3751 Measures in the oil-| non- pm pm - - 15,0003 13,9831 °3
refining sector aiff.
376 Studies relating to| non- 500 500 | 201 40 -
industrial policy aiff,
378 Financial opera-
tions in transport
infrastructure
3780 Studies preliminary| non- pm 9 - 0 -
to financial diff.
measures
3781 Financial support non- pm pm - - 6314 631 {1100
for projects diff,
379 Monitoring of non- 300 291 | l1le8 56 -
freight markets diff.
Total Chapter 37 non- | L441 2191 | 877 40 (16,211 | 15,193 94
diff,
CA pm 3B3045 1,070
PA 700 9200 46 0.5| 4,263 1,263 30
3 Item 3751 in 1978 investment premiums.
4 In Article 373 in 1978.
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Legal basis

3750

3751

376

3780

3781

379

Proposal for Council regulation
and decision of 16.11.78 and
11.1.79

Regulation of 20.12.79 on ad hoc
action for man-made fibres sector

No proposals

Council decisions 19-20,12.77
Report on structural aspects of
growth COM(78) 255 final

Art. 75 EEC
Comm. Communication to Council
30.6.76

Proposal for regulation 2,9,76
(+ proposed amend. 12.3.80)

Art. 75 EEC

Comm. Communications .to Council
of 1973 and 1976

Council declaration 12.6.78 and
6.12.792

Owing to lack of outline
regulation

Community competence not
adequately established

Sufficient for studies

Sufficient to begin
implementation

Legal basis unproble-
matic
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Annex III

WORKING DOCUMENT

on the implementation of Chapter 32
of the 1979 general budget of the
European Communities (Expenditurs on
enerdgy policy)

Draftsman: Mr COLLA
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1. Utilization of appropriations from 1972 - 1373
1.1. During the period 1974 - 1979, payment appropriations for energy
policy amounting to 57.7 m EUA were cancelled. This represénts
no less than 27% of the total unused payment appropriations for
this period (210.8 m EUA) and the amount is larger than, for 4
example, the appropriations provided for in the 1979 budget.
(50.5 m EUA).

By item this means that in the period 1974 - 1979, 41.7 m EUA
were lost for hydrocarbons development projects and that this
was also the case for: 13.5 m EUA for hydrocarbons prospecting
projects, 1.5 m EUA for energy saving projects and 1.0 m EUA for
the development of new sources of energy.

1.2. From 1974 - 1979 the payment appropriations made available were
seldom actually utilized during the budget year for which they
were intended.

1.3. The low rate of utilization is particularly apparent in relation
to utilization against Item 3200, for which most appropriations
were provided and which is the longest running. Puring 1974 - 1979
41.7 m EUA in payment appropriations were cancelled, i.e. 26% of
the total sum available of 160 m EUA.

2. Utilization of appropriations provided for under the 1379 budget
2.1. For commitment appropriations there is a slight improvement by
comparison with 1978. Total commitments were 68.3 m EUA or 55.5%
of the total appropriations available (123 m EUA). The percentage
in 1978 was 31.7%. Utilization was highest for Items 3200
(77%): 321 (86%) and 3241 (70%).

2.2. For payment appropriations the situation has improved very slightly
by comparison with 1978. The rate of utilization was 29%, compared
with 24.6% in 1978. Hewever, utilization of the new payment
appropriations entered under the 1979 budget was only 3%. In view
of its relative importance, it is striking that the rate of
utilization for Item 3200 was 30% for 1979 as against 34% for
1978, and it should also be mentioned that, as was also the
case in 1978, no new payment appropriations have been have called
upon.
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2.3. With regard to implementation of the energy budget for 1979 it

should also be noted that there was in the end no call on the
budget for coal policy during that year. The token entries
included in the 1979 budget for Items 3230, 3231 and 3232 were
not converted into concrete figures. In addition, at the end
of the year 10 m EUA of commitment appropriations from 1978 for
Item 3230 had to be cancelled.

3.1. The inadequate implementation of the Community budget both for

3.2,

3.3.

3

.4.

1979 and throughout the period 1974 - 1979 can largely be blamed
on the attitude of the Council, which had either not adopted any
regulations or had adopted regulations after considerable delays
or, because of the nature of the regulations it adopted, made
delays in implementation of the budget virtually inevitable. 1In
this way the Council erodes the Commission's powers and detracts
from Parliament's role as joint budgetary authority.

Your rapporteur considers, however, that the Commission is also
partly responsible as it does not respond adequately to this
situation and has too little regard for the budget as an adequate
basis for implementation.

The rapporteur also considers that the disparity between budget
and accounts can partly be explained of course by the time-consuming
nature of the procedure but also by the insufficient care taken

in drawing up forecasts (inter alis, the expected percentage for
cancellations which was not included in the calculations for 1279
and the period that normally elapses between commitments and
payments of balances). For 1979, as for previous years, there

was relative 'overestimation'. According to information obtained
by the rapporteur from the Commission, the situation should
improve in respect of future budget years. The rapporteur would,
however, urge that a study be undertaken of the link between the
complex and lengthy nature of the procedures and the cancellations
that occur.

Your rapporteur stresses that he considers that the budget must

be implemented correctly from a technical point of view and

that under-utilization must be avoided; however, he would stress
above all that the budget is a means of realizing policies, and

that it is therefore particularly regrettable that, for energy

policy, which is so vital to the Community, through the appropriations
provided for in the budget and subsequent implementation, one can
hardly speak of a Community policy that has any real impact.
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Role of the Court of Auditors

" . s S o o

The Commission's observations could create the impression that the
Commission felt the Court of Auditors had exceeded its authority in
its comments on the methods and procedures used to establish the
level of budget appropriations.

Your rapporteur considers that such comments form a definite part

of the Court of Auditors' tasks; this does not mean that the Court
of Auditors is entering the domain of the budgetary authority, but
that such an approach affords the budgetary authority useful support
and particularly helps Parliament in its powers of control.

s e e ki o G T e o G e e e e ot S A i ot et S G '

5.1. For four budget items in the energy sector, the appropriate
Council regulations lay down that the aid given by the Community
to the contractors, mainly commercial undertakings, must be
repaid when the projects are exploited commercially. Only the
hydrocarbons technological development action programme (Item 3200)
has been running long enough for such repayments to occur.

5.2. In connection with the 1978 discharge procedure, your rapporteur
proposed that the Court of Auditors should examine this system
of repayments. He is therefore grateful that in its annual
report on the 1979 budget year the Court of Auditors has gone
into this subject in some detail.

5.3. For Item 3200 33 contracts were entered into during the period
1975 - 1976 for a total amount of 39.3 m EUA. 1In 10 cases
repayment of support has been requested, the sum involved being
13.3 m EUA. However the number of completed contracts will
increase sharply in future, since by 31 December 1979 139
contracts had been concluded for a sum of about 150 m EUA,

5.4. On the basis of the Court of Auditors' investigation your
rapporteur considers that the procedure followed up to now
has proved satisfactory.

5.5. In view of the quantitative and qualitative expansion of the
kind of support that is repayable on commercial exploitation,
your rapporteur considers that changes in the procedure are
called for, on the basis of the proposals formulated by the
Court of Auditors and which have been echoed in substance by the
Commission. These involve the introduction of project evaluations
prepared when the contractor's final report is approved and the
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balance of the support is paid out (including an evaluétion of
the technical success or failure and the likelihood of commercial
exploitation of the results); and in the introduction of a
clause in the standard contract which obliges the contractor,
within a specified time, to submit an independent auditor's
certificate describing, inter alia, the progress made with
commercial exploitation.

6. Diversity of regulations_in_the_energy sector

6.1. In connection with the 1978 discharge procedure your rapporteur
has already drawn attention to the diversity of procedures as
laid down in Council regulations for the energy sector.,
(For Article 321 the Commission is completely independent in
its choice of projects; for Item 3200 the regulation specifies
that the Council must give final approval for each project;
the regulations on items 3240 and 3241 specify that the Commission
takes the decision after consulting advisory committees, though,
at the request of 1 Member State, the Council must give its
opinion.)

6.2. There has been no change in this situation. Your rapporteur still
considers that: this situation is unsatisfactory; the procedures
laid down for Items 3200, 3240 and 3241 conflict with Article 205
of the EEC Treaty because the Commission's authority is thereby
eroded and, as a result, Parliament's powers of control are
impaired; the procedures in force may repeatedly be the cause
of inadequate implementation of the budget.

6.3. Your rapporteur therefore considers that in the near future the
Commission must take the initiative and draw up proposals for
amendments to the regulations with a view teo achieving uniform
procedures such that on the basis of a general regulation adopted
by the Council, in all cases, the Commission, after consulting
an advisory committee with a purely advisory role, takes an
independent decision on the various projects and on implementation
of the regulation.

7. Conclusion

- For energy policy implementation of the 1979 budget was inadequate.
This is due both to the Council's attitude and to the Commission's
attitude.
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- The Commission should: correct the estimate procedures used;
submit a proposal aimed at simplifying the procedure and amending
the regulations so that, on the basis of a general regulation
adopted by the Council, the Commission with the assistance of
ourely advisory committees, can take independent decisions on
the various projects, as the present situation undermines hoth
the Commission's and Parliament's powers; be readier to accept
the budget as an adequate basis for implementation.

- The system of repayment of aid granted for the commercial
exploitation of projects has been satisfactory up to now but
needs to be amplified having regard to both qualitative and
guantitative expansion.

- To support the control powers of the budgetary authority the
Court of Auditors must continue to comment on the methods and
procedures to be used with a view to sound financial management;
this may also involve a retrospective judgement.

~ Owing to the inadequate implementation of the budget with regard
to energy, and indeed the small budgetary resources available
for energy in terms of quantity and quality the Community makes
hardly any impact, through the budget, on what is an extremely
important and vital sector for the Community.
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Annex IV

WORKING DOCUMENT

on the implementation of Chapter 33
of the general budget of the
European Communities for 1979

Expenditure on research and investment

Draftsman: Mr COLLA
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1. Joint Research Centre (JRC)

In addition to the observations made below, the draftsman would refer,
in particular as regards Ispra, to the working document by

Mr Kellet-Bowman drawn vp in connection with the 1979 discharge
procedurg following an on-the-spot inspection visit by a parliamentary
delegation.

1.1 Utilization of appropriations

- As regards payment appropriations, the amount provided for in
the 1979 budget as adopted was 113,67 m EUA. In addition,
transfers totalled 7 m EUA (2.7 m EUA for the Essor reactor,

2.9 m EUA for work for third parties, and 1.3 m EUA for physical
protectionm measures at JRC establishments).

The utilization rate was 74.9%, compared with 68% in 1978, which

at that time was regarded as completely inadequate. This means
that, although there has been some improvement, fully a quarter of
the available appropriations have not been used. Moreover,

40.5 m EUA were carried over from 1978. Here the utilization rate
is about 73%,;entailing cancellations to a value of rather more

than 10 m EUA,

- As regards commitment appropriations, the utilization rate is
approximately 87%, compared with about 82% in 1978. Here too,
then, there is a slight improvement, but this still represents
about 3 m EUA in cancellations compared with 3.6 m EUA in 1978.

1.2 Inventoriesg and stock accounts

The draftsman notes that the Commission has taken .account of .the
comments made by the Court of Auditors and Parliament on inventories
and stock accounts in connection with the 1978 discharge procedure.

The draftsman understands that the JRC is at prasent varrying-out

the relevant controls. He therefore considers that Parliament's
Committee on Budgetary Control should, on the basis of reports by

the Cammission and the Court of Auditors, investigate further the
question whether the instructions given are bringing about the

desired results in reality, or whether supplementary measures should be
considered.

- The draftsman wishes to recall the objectives to be achieved:
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1. 4.

s e

e o o g ot

the total cost price to be recovered in full from
third parties (this prompts your draftsman to wonder
about the rules drawn up by the JRC on 4 June 1980,
point 3.5 of which leaves open the possibility of

requiring a price lower than the cost price);
controls to apply to all receipts and expenditure;
precise recording of all operations;

individual monitoring of the financial settlement
of all agreements;

comparison of estimates with actual progress made.

o - o o o Do oy s o v v s

The drafteman  repeats the opinion he expressed in connaction .
with the 1978 discharge procedure, namely that work for third
parties can only be carried out to the extent that a reserve
capacity is available in addition to the requirements of the
multiannual programme.

As regards the comments made in 1978, the draftaman: notes

that the Commission issued a set of instructions on 4 June 1980.
He proposes that the Court of Auditors, having o

noted these instructions, should draw up a report.

for the Committee on Budgetary Control comparing the results

of the measures taken by the Commission with the objectives set.

Since the JRC institutions are spread out among Geel, Ispra, Karlsruhe

and Petten in 279 different buildings, covering a total area of about
280ha with a value of about 150 m EUA, the Court of Auditors has
rightly given considerable attention to the JRC's building activities.

1.4.1

Building maintenance

On the basis of the observations made by the Court of Auditors,
the draftsman considers that the Commission should submit

a report to the Budgetary Authority to determine whether the
very considerable amounts set aside for the maintenance of

buildings and installations bear a reasonable relationship
to their value.
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1.4.2 Value of buildings and insurance .
On the basis of the observations of tha Court of
Auditors, the draftsman considers that the.JRC in Ispra should
immediately undertake a valuation of its buildings and
installations. At the same time public invitations to tender
should immediately be opened in all the Member States with a
view to concluding a new insurance contract. The draftsman
cannot accept the failure to determine, on the basis of
open tenders, whether insurance could be
obtained on more favourable terms, éspecially
sinee - this option has been open since 1977.

1.4.3 Use of buildings
The draftsman agrees with the Court of Auditors
that third parties (i.e., a bank and a travel
agency) that use JRC buildings in Ispra should
pay a reasonable rent and be charged for heating,
water and cleaning.

¢

1.4.4 Construction of buildings

- In cbvious contrast with existing practice,
the draftsman considers that all construction »
projects must be plainly included in appropriate
(multiannual) programmes, the general budget
and the relevant financing plans in the regular
manner., It is unacceptable that buildings
should have been constructed without regaxrd
for this rule and without explicit approval from
the Budgetary Authority. The draftsmsn also.
considers that the situation with regard to the

use of transfers of appropriations and internal .
transfers must be regularized.

- It is clear that in the matter of tenders for all
construction or redevelopment work, the JRC had
made use of the restricted invitations procedure.
This means that the JRC has turned an exceptional
Provision into a general rule. The draftsmam considers
that this practice must cease andiiﬁgt*IﬁA;;IEEEplé
invitations to tender must be published in all ~ ~
Community countries as stipulated in the Financial -
Regulation.

ER.

The draftsman also considers that agreements must be
concluded on conditions identical to those ﬁogigied-—
to the Advisory Committee following the invitiations

to tender. It is not acceptable that a casual decision
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105

should have been taken, as has in fact happened,
to add a 10% increase to cover so-called

'possible adjustments'. Here the draftsman wishes
to suggest that the rapporteur on the revision of

the Financial Regulation should give attention to
this problem.

l1.4.5 Building permits and delivery of buildings
The draftsman proposes that the Commission should
draw up written proposals as soon as possible on
the problem of responsibility in the matter of

permits and delivery of buildings.

Having regard to the Commission's replies to the draftsman's
questionnaire on the JRC (PE 67.526) :

- The draftsman wishes to express his concern at what he
considers can often be an inhibiting influence exerted by
the advisory and management committees on such projects as

the processing of tritium and photovoltaic conversion of
solar energy.

- The draftsman considers that the Commission has supplied
incomplete data on the use of the Essor reactor during

recent years.

- The draftsman feels that the existing financial and
scientific evaluation systems should be converted into
an effective policy instrument for ongoing adjustment

and planning.

The draftsman notes that the protracted discussion of the JRC”
establishment plan is still continuing. He proposes that
Parliament's Committee on Budgets should consider this matter

in detail in a separate report based on Commission proposals.
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2.

INDIRECT ACTION

2.1 Utilization of appropriations

- As regards commitment appropriations, the utilization rate
was 64.5% of the total available appreopriations (including
transfers from 1978).

This represents an improvement over 1978, when a ytilization
rate of 35% was recorded, but it does not change the fact
that.the rate is still too. low. IR

- As regards payment appropriations, the utilizagion
rate Was 60.5% of total available appropriations, compared with
' 45% in 1978. The same comment as on commitment appropriations
also applies here: an improvement over 1978, but, seen overall,
the utilization rate is still too low.

- The Commission considers that the inadequate utilization rate
is attributable, inter alia, to the fact that the Council is
too slow in reaching decisions, and to the effect of the con-
sultative programme management committees. This observation
prompts the draftesman once again to emphagize gtrongly the .
fact that, pursuant to Article 205 of thq Treaty, consultative
committees are to excercise purely advisory respemsibilities;
furthermore all consultative committees must bé of.ifhe
*S8gcial Fund' type.

2.2 Re-grouping of indirect actions

- In connection with the 1978 discharge procedure, the draftsman
urged that indirect actions be grouped around specific themes.
The draftsman notes that this has been done' as regards.the
theme of 'the environment', while a similar operation is now
under way for a framework programme on raw materials: Action
taken along these lines should be continued and generalized.

2.3 Research evaluation

The draftsman notes the various actions already:undeftaken by.y
the Commission with a view to evaluating Community research. He
considers, however, that a greater effort must be made to adopt a
global approach to research evaluation on a systematic basis, al-
though the Commission does not envisage any such action before
1982, Here the draftsman wonders whether it is. true that the
Commission has failed to follow up a proposal.on. this mAtter from
the Court of Auditors! B
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2.4

2.5

\

1

Productivity of the administrative activities

On the basis of the observations made by the Court of Auditors,
Parliament urged, during the discharge procedure, that a study

be carried out of the rational organization of the departments
and that internal control be intensified.

A study of this problem which the Commission had assigned to a
private firm has now been completed.

The draftsman notes the observations made by the Court of Auditors
and considers them to be justified. 1In o o
the Commission's view, however, this study can be expected to
lead to definite improvements. The draftsman proposes that the -
Court of Auditors should make an evaluation of the results and
that the Commission Should report to the Committee on Budgets.

The draftsman notes with satisfaction that the .Commission has-
drawn up rules on this matter and urges that the draft rules on
the fixing of the percentage rate should be implemented immediat-
ely. 1In addition, he asks the Court of Auditors to draw up an
evaluation report.

Strengthening of controls

- Certificates of conformity: The draftsman endorses the ob-

servations by the Court of Auditors to the effect that,as re-
gards contracts entered into with public institutions, the
certificate of conformity should be submitted by the national
audit bodies, and that other contracts should be dealt with by
independent accountants or by means of on-the-spot controls.

- On-the-spot controls: The draftsman regards the Faet that

in 1979 only three on-the-spot controls were carried out
(compared with 36 in 1978) as totally inadequate. He also con-
siders that when controls are carried out use must be made of
the questionnaire, and that inspection reports must be drawn
up and filed.

Tne draftsman also has reservations about the TomRission's
plan to subcontract control activities to third parties.
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2.7 Financial implementation of the research contracts

of a total of 1,350 contracts appearing in the acgounts, no
operations were carried out in 488 cases. [he Copmission at-
tributes this either to delays in the carryiqg out of contxacts
or to the contractors' lack of administrative infrastructure.

The Court of Auditors has. identified a relatively large number
of serious sbprtcomings that are unacceptable, and whigch the
gggftsmén ﬁinds most alarming; appropriate measures:must tbe
taken immediately. These include: 71 cases of advance pay-
ments having been made without any statement of expenditure
frop the contractor; failure to pay the balance owing on con-
tracts that have expired; payment of higher amounts than those
specified in the contract (9 cases); fajilure to effect advance
payments in good time; delays in signing contracts; failure
by the contractors to send in half-yearly statements of expen—'
dityre in good time.

The draftsman agrees with the Commisgion that suspension of -
éayment is justified in cases of default by the contractors,
but he has reservations about the 33 cases in which payment was
suspended .without the administrative files giving any special
reasons for this action.

The draftsman shares the view of the Court of Auditors that
it is unacceptable for the accounts to show commitments that
are no longer justified, since this can give a distorted pic~-
ture of the accounts and lead to the artificial freezing of
appropriations.

2.8 Accountipng methods

The differences noted in accounting operations ag bgtween direct
and indirect actions should be done away with, singe the Finan-
cial Regulation.calls for an integrated approach. The present
sitpation complicates the problem of making comparisons between
direct and indirect actions and achieving transparency. ‘

The draftsman points out that, in the interests of clarxity and
control ability, any changes made to the accounting methods
should be effected with great care.

- 40 - PE 71.959/§in./Annex IV



2.9 The draftsman calls attention to the fact thadt in his: opinion

a thorough analysis must be made of the different research
advisory bodies. He has grave doubts about the need for what

seems to him an excessive number of overlapping consultative
institutions.

3. CONCLUSIONS

3.1 As regards_the_ JRC

Although the utilization rate of both payment and commitment
appropriations has shown a slight improvement over 1978, the
rate at which these appropriations are being used is still
too low.

The fact that the Commission has drawn up measures relating
to inventories, stock accounts and services to third parties
ig to be welcomed. Nevertheless, a survey should be con-
ducted of the measures taken, having regard to the objectives
set, on the basis of a report by the Court of Auditors.

Serious shortcomings in the management of the JRC have to
be recorded, in particular as regards policy on buildings.

A thorough reorganization of JRC management is essential.

All necessary measures must be taken to remove any inhibiting
influence exerted by advisory or management committees, and
to make the scientific evaluation system into an effective

policy instrument for ongoing adjustment and planning.

Although an improvement over 1978 can be recorded, the

utilization rate of available appropriations is still
too low

Efforts in the matter of regrouping indirect actions and
research evaluation must be stepped ups

Efforts to improve productivity of the administrative
activities are also urgently needed, and an assessment
should be made of the measures taken in the meantime on

participation rates and advances.

Controls in the matter of certificates of conformity and

on-the-spot inspections must be strengthened,

Unacceptable shortcomings in the financial implementation of
research contracts have been recorded. Adequate solutions must

be found as a matter of urgency.
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- The differences noted in accounting methods between
direct and indirect actions must be eliminated.
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I. INTRODUCTION

Consideratiop of the proper implementation of the Sogial Fund has for
many years centred on the proplem of utilization of appropriationg. The
Cowmiég@pn and the Member States have taken a long time to arrive at
appyopriate procedures for the optimal distribution of the agprqg;iations
available in the Community budget.

As an advocate of improved utilization of appropriations, Parliament has
a}wa¥§ been in favour of obtimizing the objectives of the programmes of the
Social Fund or combining the Social Fund with other Community gp}:{.gg instru-
mepF? and ascertaining the results of the activity of the Social Fund.

Last but not least, high standards must be expected as regards the correct
and effective implementation or distribution of appropriations; in other
words the problems of control need to be analyzed closely.

It is the purpose of this working document to consider this set of
problems. The draftsman proposes therefore also to give congideratign to the
Commission's Eighth Report on the European Social Fund for the 1978 ﬁinanciai
yea;Jas a basis for assessing the financial activities of the Sogial Fund.

The report of the Court of Auditors coversg not pn;g the ghag;q;a concerning
the Social Fund as such (Chapters 50-53), but alsq expenditure in the sccial
sector (Chapter 30), expenditure on the protection qf‘mgp and his environment
(Chapter 35) and g*penditure on aid to disaster victims in the Community ‘
(Chapter 59).

II. FINANCIAL BASES AND DATA

In the last three years under review the commitment appropriations entered
in the pudget for the Social Fund averaged about 630 m EUA. Payment appro—,-
priations leapt about 200% between 1977 and 1978, exceeding 500 m EUA. The
exact figures are shown in the table below.

Social Fund appropriations (m EUA)

Commi tment appropriations Payment gpprgpriatiohg
1977 617.10 172.44
1978 569.50 538.80
1979 695.50 502.50

‘There is however a wide disparity between the appropriatipng set aside
or approved for the relevant financial year and the appropriations that were
actually available. In the 1979 financial year these appropriations,
including appropriations carried forward from the previous financial year,
adjusted calculations based on EUA variations and cancellations from 1978
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allowing re-use totalled 823.70 m EUA in commitment appropriations and

829.5 m EUA in payment appropriations. Appropriations for other expenditure
in the social sector, for the protection of man and. his environment and for
disaster aid totalled the comparatively very modest figure of 20 m EUA.

The total amount of commitment appropriations ultimately available was
44% in excess of the previous year. Nevertheless, far from all the applica~
tions for aid in 1979 could be satisfied. The total volume of aid requested
was about 1,317 m EUA, some 60% in excess of available budget appropriations.
Although this percentage was an improvement on the figure for the previous
year (93%), a careful selection of the areas and projects to be supported was
necessary, as laid down in the guidelines for the administration of the
European Social Fund for the years 1972-1981, and the familiar weighted
reduction procedure had to be applied.

Results

The breakdown of total authorized appropriations by Member State and
sector is shown in the attached table.

The Commission estimates the number of persons benefiting from support
from the programmes approved in 1979 at 1.36 million, i.e. one third more
than in the previous year. The share of Fund aid for measures in the five
areas having absolute priority - Greenland, French Overseas Departments,
Irel and, Northern Ireland and the Mezzogiorno - remained, at 37.8%, about
the same as the previous year (0.2% increase).

In addition to assistance in traditional areas such as occupational
training and measures for the re-employment of various population groups
and groups of undertakings, the Social Fund for the first time also made
available 72 m EUA for a new Council regulation on aid for the employment
of young people and 5 m EUA for back-up measures for industrial restructuring.
These are two new types of expenditure for which explicit provision was not
made during the debate on the preliminary draft budgetl.

Utilization of appropriations_in_ 1979

With effect from 1 January 1979 the Commission improved the procedure
for approving applications made by Member States and adopted three series of
approval decisions as a result of which mast applications were approved in
the autumn, whereas in previous years they had not been approved until late’
December. This had resulted in considerable carry-forwards of appropriations
to the following financial year.

1 see Council Regulation No. 3039/79, OJ No. L 361, 23.12.1978, p. 3
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Commission approval decisions in 1979

Decision of Amount (in m EUA) commynicated on
15 June 154.07 9 Jyly

19 october 631.64 28 November
20 December 11.29 34 January

By spreading decisions in this way over the whole year it was possible
to achieve a substantial improvement in the utilization of appropriations.
Tables 5 and 7 of the Court of Auditors' report give detailed figures for
the results in respect of commitment and payment appropriations. The
Commission's activity report on the European Social Fund in the 1979 financial
year also contains a wealth of data and tables. The most important of theSf
figures are repeated below:

-~ of ‘total commitment appropriations available about 774.5 m EUA or 94%, wers
committed. About 49 m were carried forward to the 1980 financial year;

- payments made in 1979 totalled approx. 596 m EUA, over double the figure
for the previous year (284 m EUA). The rate of utilization of payment
appropriations was about 72%, as compared with only 49% in 1978;

~ utilization varies considerably from sector to sector as far asg payment
abpropriations are concerned: in agriculture and the textile industry,
for example, 51% of available appropriations were paid out, while for
measures for women the figure was as low as 15.4%; the rate of utilization
was also low (5.5%) for the 25 million EUA appropriation specially trans-
ferred to Chapter 53 for youth employment. Total payment appropriations
remaining unused at the end of 1979 were approx. 234 m EUA;

- about 20% of payments (157 m EUA) were made in 1979 for operations cemmenc ing
in the course of the year. 1In 1978 the corresponding figure was only 5%.

Comments_on_the implementation of the budget

According to the Court of Auditors' assessment the implementation of the
1979 budget was characterized 'by the introduction of a system for cancelling
commitments recognized as unusable, and secondly, an effort to sgpeed up
payments'l. On the whole it considers the initial phase with Yegard to the
system of advances as now completed in view of the successes with regard to
payments actually made (595 m EUA). Table 4 in the report again shows this
system of advances, payments on account, accelerated payments on dccount and
additional payments with its practical results.

1 See paragraph 6.2 of the Annual Report, p. 92

- 46 - PE 71.859/£4iri./Annex V



In this connection the Commission already pointed out last year that it
was making direct efforts in the Member States to inform the beneficiaries of
the possibilities and procedures relevant to application for and payment and
reception of aid. These efforts now seem to have been crowned by the beginnings
of success. This was, however, for a large part due to the improvement in the
Commission's internal management and the three-stage decision procedure
resulting therefrom.

The extent to which the various national administrative systems in the
Member States hamper the smooth carrying-out of Social Fund activities also
had to be determined by the Court of Auditors in its audits in the Member States:
it considers it essential before carrying out its audits 'to study both the
national and the Community procedures and management systems in respect of the
European Social Fund, and to analyse the relationship between the two'l.

It is to be hoped that the Commission will keep up its efforts, in par-
ticular as regards the possibilities of the new system of payment52 adopted on
the basis of the new Council regulation of 20 December 1977, which provides !
for payments on account in certain circumstances. i

Nevertheless, the volume of payments on account applied for remains
relatively small (see Table 4 in the Court of Auditors' report), which prompts
the Court of Auditors to repeat its observation of the previous year that 1979
is also a year of transition.

In this connection it refers to certain dangers for auditing which this
new regulation involves. This and other problems of financial control will
be dealt with below.

III. ASPECTS OF CONTROL

The hope was expressed in the discharge report for the 1977 financial
year that the Court of Auditors would in future be in a position to carry out
specific checks of the selection, management and supervision of projects and

submit its comments on the structure and implementation of such checks.

In this year's audit report the Court of Auditors has for the first time
dealt in detail with the problems of control. It reports that it has implemen~
ted a first programme of on-the-spot audits in order to familiarize itself
with the national administrative systems and procedures in respect of all
measures financed by the European Social Fund in the individual Member States.
It would be interesting to have details of this programme.

L Paragraph 6.15. of the Annual Report, p. 98
2 0J No. L 337, 27.12.1977
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One of the main aims of such a programme must be an assessment of the
effectiveness of Community policies. The Court of Auditors asbéerts, ‘as a
preliminary conclusion, the demand that the Commission should Forulh'te ¢lear
principles and rules for application within the natiosmal procedires and
systems of management where projects are co-financed by thié Cuimiéhity.

The Court of Auditors states that it carried dut on~the-Bpot audits in
all Member States in order to atguaint itself with the mational précedures and
systems of management. As stated above, however, it is unfortumately not yet
able to submit any practical findings.

_'The on-the-spot audits carried out by the European Social Fund and the
Financial Controller are, for the most part, considered unsatisfactory: the
audits of the European Social Fund were carried out in only three Member
States (Ireland, Italy and the United Kingdom) and those of the Finhancial
Contreller in only four Member States. Moreover, no coordinatéd approach was
used, and the Social Fund's audits in Italy were of a purely factual nature.

‘

IV. POSSIBLE IMPROVEMENTS

"The Commission should be called upon to maintain its pressiire on the
Member Btates with a view to better and faster utilization of Fund appropria-
tions. Now that the decision-making procedure has been substantially improved,
the period between consultation of the Fund Committee and the anncuncement of
its decisions must now be eonsiderably reduced.

The accumulation of appropriations from previous years constitutes a
particular problem. A detailed breakdown of such appropriations is given in
Table 6 of the Court of Auditors' report. According to the Commission the
amount of appropriations outstanding which might have been applied for in
1979'exceeds 300 m EUA. This shows that the possibilities ¢f advance payment
are far from being fully exploited by the Member States.

Commitments outstanding at the end of 1979 totalled 1,34l m BUXA. In
order to facilitate the payment of arrears, the Commission has published a :
new decision on the management of the European Social Fund;aﬂ& éxteridéd the
deadline for appilications for payments in respect of measures which should
normally have been completed by 31 December 1977 to 31 Detembet 1979. The
utilization or settlement of amounts from years prior to 1979 dlso' constitutes,
according to the Court of Auditors, a quantitstively extremely important
problem. The Commission should communicate the relevant results as'at present,
otherwise the Committee on Budgetary Control or Parliament it'sel’# would have
to demand appropriate measures for the solution of this problem.

1 05 No. L 238, 30.8.1978, p. 20
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The work of the Court of Auditors on the analysis of the national
management systems and their relationship to the Community should be completed
as quickly as possible so that an effective auditing system can be set up.

At the same time the Commission must coordinate its audits and make them
subject-to uniform cbjectives. The Commission and the Court of Auditors should
cooperate closely in the preparation of new on-the-spot auditing methods and

gubmit their findings to Parliament as soon as possible.

v. OTHER ACTIVITIES IN THE SOCIAL SECTOR

e A L e e ettt

Final appropriations for expenditure in the social sector totalled
6.8 m EUA non-differentiated appropriations; differentiated appropriations
totalled 11.8 m EUA (for commitment) and 6.1 m EUA (for payment) .

While only about 63% of total commitments in respect of non-differentiated
appropriations were paid out, payments in respect of differentzated appro-
priations totalled over 80%.

In the field of environmental protection (Chapter 35) the rate of paymenmts,
as already repeatedly observed in the budget discussions in the Committee on

Budgets, was relatively low (46%) .

As regards aid to disaster victims in the Community, the draftsman
already dealt in detail with the problems involved last year. The Court of

Auditors had then carried out comprehensive audits.

Of the 5 m EUA available in the budget, a total of 2.8 m EUA was paid out
to various disaster-hit areas on the basis of Commission decisions.

In its resolution in the discharge report for the 1978 financial year
parliament called for measures to ensure that the disaster aid made available
should reach the population concerned directly and as quickly as possible. It
also called for an account to be given of the utilization of the aid by the
Member States including the necessary Community checks.

The Court of Auditors notes that the Commission has taken very few measures
to ensure maximum results from Community aid.

An‘onfthe;spot audit of the aid granted for the widely publicized oil
disaster caused by the Amoco Cadiz oil tanker off the coast of Brittany again

showed up all the weaknesses of disaster aid:

oo

- the appropriations were paid out only after a considerable delay,

- owing to the delay in the submission of a report by the relevant Member
State, it was not possible to achieve the aim of providing aid of an
emergency nature and this had a serious effect on the impact of the aid on
the victims and on public opinion.
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The Court again underlines how important it is for reception
facilities to be available to enable the aid to be channelled rapidly . to
its intended recipients.

The Committee on Budgetary Control should draw the appropriate
coénclusions from these shortcomings and call upon the Commission to make
Comitunity aid dependent in future on the prior fulfilment of certain
requiréments or to create the conditions therefor.

CONCLUSIONS

vour draftsman proposes that the following paragraphs should be

included in the resolution contained in the discharge report,

After considering Chapter 6 of the Annual Report of the Court of
Auditors for the financial year 1979 on the financial activity of the
Community in the social sector and after making a detailed analysis of
the Commission's Fighth Report on the Activities of the FRuropean Socia?
Fund for the financial year 1979 and on the supplement to the Commission's
repért on national reports on the activity of the Ruropean Social Fund

in the Community countries.
The Ruropean Parliament,

as regards the Social Fund

- ‘welcomes the substantial improyement in the utilizaton of appropriations
following the improvement of the procedure for approving applications
made by Member States,

- points out, however, that the possibilities of advance payment by the
Member States have been far from exhausted and that it is absolutely
.essential for commitments outstanding from the years prior to 1979 to

be paid out as soon as possible,

- calls on the Commission to continue with undiminished rigour its checks
on the utilization of appropriations by the Member States under the
advance payment system,

- requests the Court of Auditors to complete its analysis of the national
management systems and their relationships with the Community as soon

as possible so that an effective auditing system can be set up,

- calls on the Commission and the Court of Auditors to work in close
cooperation in drawing up new auditing methods and to submit their

findings to Parliament as quickly as possible,
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- calls on the Member States to observe the deadline set by the Commission
for the submission of reports on the results of measures under the
European Social Fund, so that the Commission can submit them to Parliament

at the same time as its activity report,

-~ stresses the need for continuity in assistance, which for some Member

Stotes is essential for the submission of applications for grants,

- recommends the Commission to speed up yet further the approval procedure
since appropriations can be implemented most efficiently when notification
of the approval is received at an early date, if possible before the

relevant operations commence,

as regards Community aid to disaster victims

- stresses the importance of aid to disaster victims in the Community as
a means of furthering the Community spirit and establishing it firmly

in the consciousness of the peoples of Europe,

- draws attention to the importance of Community disaster aid for the
population concerned and stresses the need for such aid to reach them

directly and as fast as possible,

- notes with regret that despite the urgent appeal to the Commission and
the Member States contained in the resolution in the discharge report,
there was again a considerable delay in the payment of appropriations
in 1979,

- calls on the Commission to make Community aid dependent in future on
the prior fulfilment of certain requirements, in particular better
reception facilities.
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APPROPRIATIONS APPROVED IN 1979
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ANNEX VI

Working Document

on the implementation of Chapters 55 and
56 of the general budget of the European

Communities for 1979:

European Regional Development Fund

Draftsman: Mr GOUTHIER
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1. Your draftsman was instructed by the Committee on Budgetary Control
to consider the effects of expenditure in connection with the Regional
Fund (Chapters 55 and 56 of the budget).

Developments in the ERDF in 1979 have already been discussed in
PE 69.651/fin. which contains the opinion of the Committee on Regional
Policy and Regional Planning on the Fifth Annual Report of the Fund.

2, This year's investigation by the Court of Auditorsl raises a number
of interesting points relating to management of the Fund which have

come to light as a result of on-the-spot audits. The draftsman appre-
ciates the exertions of the Court of the Auditors, which has taken part
in four audits organized by the Commission as well as carrying out 12
audits of its own.

- o o o et s et o e et ) e e e T

quota for this country is 39.39%, it enly received 30.81% in 1978 and

a mere 28% in 1979. The Court of Auditors points out that some projects
have run into delay for reasons which could not be precisely identified.
The Commission points out that the rate at which it makes payments
depends on the rate at which applications are submitted, and states that
the Italian authorities are investigating the causes of the delay..
Your rapporteur believes that the Commission and the Court of Auditors
should follow this inquiry with the greatest attention and that account . :
could be tzken of its findings both in the dréftinq of the budget and-in.
the handling of applications. ' :

3. Italy's annual payments are continuing to decline. Although the

4. Another general point concerns the fact that in the ERDF, as no

year are also used to meet commitments from the current year. In the case
of the ERDF this practice cannot come in for much criticism from the
political point of view, particularly with regard to the substantial
amounts carried over in 1978 and 1979. In general, and in the light of
the difficulties with the application of the system of provisional
twelfths in 1980, it would seem desirable for Parliament to adopt a
general position on this matter.

1 Annual Report for 1979, OJ No C 342, 31.12,1980, p.ll2 et seq.
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SELECTION CRITERIA

5. Even in the ERDF there are signs of the economic crisis: subgidized
industrial estates are occupied less than expected, the number of jobs ‘
created falls short of expectations, etc. The Court of Auditors cites

a number of cases, however, in which the economic difficulties would

seem not to be the only explanation. Even where expectations are ful-
filled, it is not by any means guaranteed that the new jobs are not
created at the expense of another industry in the mame region.

6. The Court of Auditors considers that the procedure for selecting
projects can and must be refined. The Commission confines itself to £
stating that procedures are in strict accordance with the basic regulation.
Your draftsman endorses the Court of Auditors' view that even where appli-
cations formally comply with the provisions of the regulation, the
Commission must ascertain whether the proposed investment is actually
justified.

7. For this reason there is an urgent need for a C&mmunity—level appraisal
system, to assess the effect of existing regional aid programmes on the
development of the regions concerned. Although the Commission does not
dispute this, it has shown little enthusiasm for setting up a system of

this kind.

8. It is also clear that the improvement in statistical machinery
requested by the Court, and the computer system requested by the Commission
departments for the financial management of the EDRF, are by no means
unneccessary luxuries,

PAYMENT OF AID

2. The Court of Auditors has disclosed a number :of anomalies in the
payment of aid: final accounts remain outstanding for long periods,

sums withheld at national level by way of security are not declared in
applications, there is ambiguity over the property rights to installations
which have been financed, and so on.

10. The Committée on Budgetary Control has already drawn attention to
the fact that the internal rules for the closing of a file two years
after implementation of the project have little impact on projects on
which there has been overpayment.,
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COOPERATION BETWEEN COURT OF AUDITORS AND COMMISSION

11. Your draftsman is rather surprized that in its answer to points
7.27 and 7.29 of the Court's report the Commission states that it has
not been fully informed of the results of audit visits by the Court of
Auditors. Your draftsman is surprized not only at the reason for the
comment but also at the fact that the Commission should choose its

offical, published replies to the Courts cbservations for matters of
this kind.

NON-QUOTA SECTION

12, 1In 1979 it was again impossible to implement Chapter 56 of the
budget and in late 1980 it was again necessary to salvage the appro-
priations by transfer to Chapter 55. The urgent need for the Commission

to make an extra effort on behalf of what is the most Community-oriented

part of the Fund cannot be sufficiently emphasized.

ANNUAL REPORT FOR 1979

13. Referring to the above-mentioned Fifth Annual Report for 1979 of
the Fund, the Committee on Budgetary Control:

- regrets that payment appropriations brought forward from previous
years could only be absorbed to a limited extent in 1979;

~ notes, however, that there was an appreciable improvement in the
situation in 1980;

- welcomes the introduction of simplified and accelerated procedures;

- calls for greater priority to be given to Regional Fund expenditure
in the Commission‘'s audit activities;

- calls for a full report on the irregularities identified by audit

activities in recent years and on the measures taken in consequence,
and

- insists that the obstacles to audits in some Member States be

removed, ' o
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14, CONCLUSTONS

The Committee on Budgetary Control:

- recalls its findings in respect of the Fifth Annual Report on the
Regional Fund (PE 69.651), particularly concerning the disbursement of
payment appropriations, which in 1979 was still too low, and calls for
the removal of obstacles sometimes placed in the way of inspection
visits by the Commission to the beneficiaries of Community aid;

- notes with concern that one Member State is increasingly in arrears
with the payment of Community Funds; agks to be informed of the
results of the investigation into this gquestion at Community and
national level;

- insists on the continuing refinement of criteria for the selection of
projects and considers it indispensable for controlling and managing
the Fynd that a Community appraisal system should be devised to make
it possible to assess the impact of programmes and projects for
regional development; )

- expects the Commission to continue to adapt and improve the Fund's
internal procedures to ensure, inter alia, that the anomalies identified
by the Court of Auditors in the allocation of aid may be eliminated;

- believes that the Council should remove - as regards the 'non-quota'
section of the Fund, which is still not operational - the obstacles
which prevent the Commission from carrying out the responsibility
for implementing the budget assigned to:it by the Treaty;

- takes the view that, as far as the Regional Fund is concerned, there

are no grounds for refusing to grant a discharge for 1979.
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Annex VII

Working Document

on

.. the EAGGF, Guarantee Section, .in . . .. . ... .co__
the Annual Report of the Court of
Auditors for the financial year 1979

Draftsman: Mr P. DANKERT

The rapporteur felt that it was more logical to deal with the
Section of the 1979 discharge concerning the EAGGF, Guaﬁantee
Section, and the Ninth Financial Report on the EAGGF, Guarantee
Section, for 1979 in a single document. This document will be
distributed under the number PE 71.212 as the explanatory
statement to the resolution on the Ninth Financial Report on
the EAGGF, Guarantee Section.
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Annex VIII

WORKING DOCUMENT

~ on the discharge to be given to the Commission
of the European Communities for the 1979

financial year

- on the Ninth Financial Report on the EAGGF -~
Guidance Section - 1979

Draftsman: Mr FILIPPI

- 58 - PE 71.959/fin./Ann.VIII






INTRODUCTORY NOTE

1. A year ago the Committee on Budgetary Control gave its views both
on the Eighth Financial Report on the EAGGF Guidance Section for 1978
and on the discharge for the same financial year and the same sector.

The work of the Committee on Budgetary Control on these two points
led to a report presented in the House (Doc. 1-137/80) and a working
document (PE 63.059/fin.).

The main complaints about the financial report of the Commission
were:

- the inability of the guidance policy of the EAGGF to reduce gtructural
imbalances between the various regions of the Community;

~ the lack of sufficient coordination of Community intervention measures
for structural policies;

- the level of use of budgetary appropriations for guidance measures
which wae so low as to compromise the very aims of the Guidance Section;

- the lack of rationalization of aid procedures:;

- the lack of adequate controls both by the Commission and, as regards
external control,by the Court of Auditors.

In the working document on the discharge there were complaints about
the laconic nature of the annual report by the Court of Auditors on the
1978 financial year and the total lack of inspection visits by the Court &f
Auditors.

2. The situation this year is as follows.1

It should be pointed out that unlike last year the Ninth Report on
the Guidance Section presents significant shortcomings in its presentation
whereas the part of the annual report by the Court of Auditors is auffi-
ciently complete.

The Ninth Financial Report sets out the facts about the Guidance
Section in a text of an excessively administrative nature which is of
value only to those who are well acquainted with such matters but not
to all readers. This is a pity because it is very important that thisg
report should be simple, clear and complete in its explanationa.

! Both the Ninth Financial Report (COM(80) 639 final) and the seckion.

of the report by the Court of Auditors for 1979 are dealt with in
this working document. This text will then Bacome :an integral part
of the report on the discharge. * '
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The Commigsion's text merely sets out a series of phenomena without
specifying their scope or their cause. Consequently it is a very sketchy
document which betrays the very purpose of the annual report of the
Commigsion which is to set out the facts about the year concerned not in
a purely descriptive manner but in a critical and constructive way.

A clear example of this is the very brief text (two lines long) on
‘irregularities' in the Guidance Section. The annexes to the report are
no clearer or fuller. Fortunately the Annual Report of the Court of
Auditors makes up for these shortcomings. This is however, no excuse
for the Commission evading its responsibilities. ‘

3. The management of the Guidance Section should be assessed in the
light of the requirements which the European Parliament stressed when
adopting the 1979 budget and in its comments on the discharge for 1978.

In presenting the 1979 budget the European Parliament indicated
that one of the priority sectors for Community action was the policy
on agricultural structures and it supported an extension of this
structural policy both to reduce the imbalance betwéen farm price
policy and the policy on agricultural structures and more particularly
to solve at least in part the problem of structural surpluses by improving
the structures themselves (see paragraph 24 of the resolution adopted by
Parliament at the November 1978 part-session).

In the resolution on the comments relating to the discharge for
1978 Parliament made the following points:

'Whilst appreciating the difficulties, deplores the inexactitude of
estimation of agricultural expenditure;

Underlines the problems confronting the auditing authorities in the
combat against freaud and irregularities and instructs the Committee

on Budgetary Control to organize a meeting to which should be invited
representatives from the national audit bodies, national administrations

and the Court of Auditors to study these difficulties and to suggest
remedies.’

These remarks, while not referring specifically to the guidance
policy, are of special relevance to that sector.

4. Your rapporteur therefore welcomes the document of the Court of
Auditors on the financial aspects of the guidance section for 1979.

Paragxephs 45 and 51 of the resolution adopted on 23 May 1980 (0J No. C
147, 6.1980)
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The characteristic feature of 1979. as in the past, was the lower
rate of use of budgetary appropriations. 1979, as the Court of Auditors
points out, was the last year in which the annual endowment was fixed by
" regulation. From 1980 onwards the endowment is for a five year period
and the amount allocated to each financial year is decided during the
budgetary procedure.

-

‘ This is one of the reasons which led Parliament to agk that these
appropriations henceforth be considered as non-compulsory and this is
certainly one of the reasons why the Budgetary Control eommittee should

pay closer attention to assessing the size and use of annual appropriations.

5. There are three essential points which illustrate the situation clearly.
Out of the reserve of 531 million EUA set up between 1969 and 1977, 133
million EUA were cancelled at the end of 1979.

Commitments in 1979 totaled 506 m EUA, or 71.1% of available appro-
priations. This is certainly an improvement on 1978 gince the figures
for that year were more modest, 279.2 m EUA commitments used or 52.3%
of those available. This improvement, however limited, illustrates that

progress has been made in accelerattsg the pracedures ‘and in the speed with
which the budget is implemented.

Taken sector by sector, this progress, as well as the level of use
of appropriations, gives rise to some perplexity and raises a number of
new questions.

6. For individual projects 230.5 m EUA were available and were fully

used up. For general socio-structural measures, 208.3 m EUA were

available of which 141 m EUA were used up and 67.2 m EUA carried forward;
for regional measures 66.8 m EUA were available, less than the amount
entered in the annual budget (77.9 m EUA) because in the amending budget
some of these appropriations were transferred elsewhere, and only 15.9 m EUA
were committaed with 50.9 m EUA being carried forward.

7. Closer examination of the use of appropriations for these measures:

- demonstrates that often budgetary forecasts are totally wrong;

~ raises questions about the ability of the Commission to get individual
structural measures operating without undue delay;

- belies the traditional argument that delays are due solely to lack of
action by the Member States;

-~ highlights the fact that in addition to administrative or technical
obstacles the Commission, in spite of the commitments made when it put
forward the preliminary draft budget, seems to lack any real political
will to implement structural measures in the regional field.
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8. The following examples confirm these conclusions.

(a) While it is reasonable to provide 12.1 m EUA not initially included

in the budget for measures for the French overseas departments, as'a result
of natural catastrophes (hurricanes), it is illogiecal, irrational and
unjustifiable to have get aside under Item 8400 for the application of

the regulation on irrigation in the Mezzogiorno 26.7 m EUA in the

initial budget, subsequently reduced by 9 m EUA with a supplementary
budget, and then, without having spent any of the appropriations concerned,
to carry forward the remaining 17.7 m EUA to the following financial year.

(b) The same is true for.the 25 m EUA entered in Item 8410 for improvement
of infrastructures, all of which were carried over to the following
financial year, and for the 21.7 m EUA under Item 8420 for the implementa-
tion of the directives on the conversion of the wine-growing areas in
Languedoc-Roussillon which were reduced by 13.6 m EUA in a supplementary
budget with the remaining 8.1 m EUA being carried forward.
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The Commission blames the Member States not only for their
slowness in applying new Community provisions, but also for the inflated
nature of their annual budgetary estimates.

These arguments might even be true if only because they are
repeated so often since the Commission, to a greater or lesser extent,
uses them every year in its assessment of the year's reports.

Granted however that they are true, we are entitled to ask how it
is that the Commission,with all its long experience in this field, allows
itself at the beginning of each year to be misled into excessive budgetary
estimates or into setting out programmes for the implementation of new
provisions which it well knows cannot be achieved particularly during
the first months of application of new proposals for Community measures.

These questions are particularly serious since the Commission is
well aware of the attention with which the European Parliament asgsesses,
judges or amends initial appropriations for agricultural structural policy.

9. As regards measures connected with market organization the comments
made above apply to some extent here too.

(a) Under item 8200 on the application of the regulation on producers®
associations, 3.7 mMEUA were entered in the budget, and later cancelled
in the supplementary budget. It is legitimate to ask, in view of the
cancellation of 100% of the initial estimated expenditure, yhether,
independently of the amount of the sum cancelled, there is not a
flagrant violation of budgetary rules and whether the Commission should
be allowed to behave in such a manner without obtaining Parliament's
approval.

(b) On item 8201 relating to the regulation on associations of hop
producers, the initial appropriation of 0.4 mEUA was increased in a
supplementary budget by 1.2 mEUA. In this case, too, the Commission's
behaviour, apart from the amounts involved, leads us to ask whether it
is admissible for the Commission to multiply its estimates fourfold
without this constituting an abuse of power or a misuseof procedure.
The Commigsion's behaviour ig all the more reprehensible in that the
regulation on which thig expenditure on hops is based ig not even a new’
one, but dates from 1971. o

The Court of Auditors in this case insists that the Commission's
measures be inserted in properly organized multiannual plans and that in
cases of excessive underuse of appropriations & . token entry would be

more appropriate in the circumstances.
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10. The: Commission in general maintains that it has now perfacted its
methods of forecasting expenditure and that singe Mazeh; 1980 it
has: even. increased refunds for certain structural, measures, Ry, 75%. to 100%.

These improvements allow it to look to the future with, more confidence.
The Committee on Budgetary Control must welcome these tog; glhedit with sqme
resexvations since measures of this kind. are tqoroftqngtakqﬁaéfter years of
problems which should have led to more rapid action to. deal with: delaye. and
to find improvements both in the existing legislation ang; in, the,
administrative measures implemented by the Commission. in carxying out
its responsibility for applying the Community's financial policies.

ll. The above comments could apply basically to all the items of
_structural expenditure under title 8 connected with, the orgapizations
~of the market.

It is difficult, for example, to accept without reserve the
‘Commission's arguments or to ignore the criticisms of the Couxt of
,Auditors in connection with expenditure under item 8350 on, genversion
in wine-growing areas for which 31.5 mEUA were ihitia;ly set agide,
later reduced by 22.1 mEUA in a supplementary budget, subsequently
increased by transfer during the financial year and finally commitments
made for a total of 9.7 mEUA.

Consideration of individual headings makes it clear that for both”
commitments and payments operations have been marked by inconsistencies,
delays and'inadequac;es which seem to be the result of the lack of an )
overall view of the problems of budgetary management as well as of ‘
structural factors, which can always be blamed for shortcominga, such aa
failures by Member States, delays in implementation or the inadequacy -

apparent only in the light of experience -~ of Community legislation
itself.

12. These criticisms are valid not only for commitment appropriations
but also for payment appropriations. In 1979, 403.4 MEUA in payment
appropriations were used, that is to say a higher figure in absolute
terms than that for 1978 (323.6 mEUA). However, it is absupd, in view
of the pressing need for structural reforms, that this sum corresponds
to only 30.1% of the endowment for the financial year, and only 64% of
the payment appropriations carried forward from 1978.

13, The Court of Auditors criticizes this situation severely since it
points out in particular that the introduction . of the system of
differentiated appropriations - commitment appropriations and payment
appropriations - introduced in the 1977 budget to enable the budgetary -
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estimates to reflect real requirements more faithfully, has Bmd hardly
any effect as regards appropriations in the Guidance Sfection of the
EAGGF.

This is all the more deplorable, as the Court of Auditors points
out, in that 'in respect of many measures of the Guigance Section
the commitment operations in the Community accounts are effected at
the same time as the payment operations (measures related to market
organizations, general social and structural measures)' (paragraph
5.11 of the annual report for 1979).

14. The Commission's reply is that it is difficult to forecast
requirements with regard to payment appropriations. We feel that

this is too simplistic an excuse. Criticisms of the Commission should
be aimed at encouraging it to search constantly for failings,
inconsistencies and contradictions,both legislative and administrative.

Community measures, where they are not dependent on national
financing systems, should be constantly reformed. and speeded up to
ensure that the system operates in a satisfactory manner.

15. One way of making the Fund more dynamic in its operation is, as
the Court points out, more frequent use of advance payments. However
this approach has an essential precondition and an essential corollary:
an increase in the number of on-the-spot audits and audits om the
basis of records by the Fund's departments. The Court points out that
'there has been no sign of this to date, despite the considerable
increase in expenditure'. (paragraph 5.14 of the annual report for
1979).

16. There is only one point on which the position in 1979 showed an
improvement over the previous year: the management departments,
probably in reaction to criticism by Parliament, carried out 17
inspection visits of which 7 on individual projects and 10 on common
measures. The Court participated in 4 of these inspections and
carried out another 15 of its own of which 12 related to common
measures and 3 to individual projects.

The comments of the Court following these audits concern:

- the selection of projects for subsidy (the Court in many cases

questions the economic value of certain subsidies);

- the implementation of individual projects (the Court notes that

frequently there is too great a gap between initial estimates of
expenditure and the final cost, as well as excessive delays in the
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procedure for approving projects, particularly for measures in
Friuli following the earthquake there):;

improvement of the citrus fruits sector (the Court expresses serious
regservations about the numerous Community and Italian revisions of
the plan for improving citrus fruit growing and notes that yedrs
later the measures cover only a small percentage of citrus growing
areas for which conversion was proposed, The Court goes on to &tress
the problem of the inadequacy of appropriations compared with the
rate of currency devaluation, a problem which is primarily the result
of delays in implementation and can only be partly solvéed by
supplementary aid decided at Community level. Faced with this state
of affairs the Court wonders whether in fact the aims of certain
financial programmes are being fulfilled at all. 'These comments are
pertinent since one of the duties of the Court is to assess the
'productivity’' of expenditure;

aid to producers' organisations (in this sector, too, the Court

expresses some reservations particularly as regards 2equedts for re-
imbursement by two of the Member States):
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- the Court lastly, as regards the premiums for the non-marketing of
milk and milk products and conversion of dairy herds to meat

production points out above all that :

° the texts of regulations are often imprecise and consequently some
measures are not being applied even three years after the entry into
force of the regulation;

the proofs that an'animal has been slaughtered or: exported are often
inadequate,

national control measures for the provisions in question are often
inadequate.

17. The Commission gives a more detailed reply to this series of comments

than that given on the under-use of budgetary appropriations and its
explanations are probably more well-founded. However, the overall

judgement following the reading of the comments of the Court of Auditors

and the replies of the Commission cannot be an enthusiastic one. We should nbt
ignore the difficulties involved in managing such complex affairs, which

are still basically rooted in national measures. However, the Commission
should take note of the fact that the way the financial measures 1linked to
Community provisions are implemented can determine the success or failure

of Community policies.

The improvement over the last two years in the use of appropriations
under the Social Fund and the Regional Fund have almost magically
dissipated a number of factors blamed so far by the Community authorities
for unsound and certainly very slow management of operations.

More important than specific measures or detailed provigions to be
applied to the Guidance Section of the EAGGF is the need for the Commission
to adopt a new approach and, as for the Social Fund and Regional Fund, to
show real determination to implement Community provisions.

In its comments the Court of Auditors lends mecre weight to the
established view of the European Parliament which can be summarized as
follows :

- in order to have a clear view of the problems and of shortcomings in
operations it is first necessary to have an unambiguous political
determination to achieve the Community's aims,
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18. CONCLUSIONS

A,

As regards the ninth financial report on the EAGGF guidance section,

the Committee on Budgetary Control:

B.

points to the excessively technical nature of the report which detracts
from the clarity and simplicity of the text,which in addition is
purely factual, not critical or constructive:

consequently calls upon the Commission to make substantial changes in
the nature of its report so that Parliament can better assess both the
facts and the problems arising in these operations and the Commission*s
desire to remedy the shortcomings which may have become apparent.

As regards the report by the Court of Auditors on the use of ‘

appropriations for the Guidance Section in 1979 the committee :

must once more note that in spite of improvements in the use of
appropriations, a significant proportion. of available funds remained
unused;

attributes this situation not only to the shortcomings which the
Commission blames on the Member States, but especially as regards the
implementation of legislation which is not new, to a failure by the
Commission to adapt its approach in the light of experience and within
an overall approach - which the Commission has adopted in the last two
years for the Social Fund and the Regional Fund;

stresses that if the Commission, which is responsible for implementati on
of the budget, lacks this determination to deal with what may appear to
be insoluble shortcomings or contradictions, there will be an even
greater imbalance between market intervention and intervention in the
structural field which with the passing of the years and the delays which
have occurred can no longer be put off;

considers that it is no¥ vitally necessary for the Commission to remove
all the obstacles to the optimum use - both quantitative and qualitative -
of the very modest appropriations of the Guidance Section;

believes that this is all the more important in that the Commission seems
to lack in its overall approach the coordination which Parliament has
often called for between measures to implement the guidance policy and
the other provisions on structural policies;

as regards the use of appropriations entered in the budget it finds the
various movements of these funds improper since it notes that often the
sums in the original budgetary estimates are either doubled, or, as a
result of the cumulative effect of all these transfers , cancelled at the
end of the financial year;
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~ notes therefore that the initial estimates of expenditure under
individual headings of the EAGGF Guidance Section are far teo vague thus-
aggravating the lack of planning of expenditure which unfortunately seems
to have characterized the Commission's proposals for some Yoars now

- finds, on the other hand, much more satisfactory &n- comparison with
previous years the audits carried out both by the Commission and by the
Court of Auditors and calls upon the external and internal auditors to
intensify these audits making sample inspections of financing projects
which have wider scope and significance to provide, through these audits,
a more accurate picture of the general measures taken by the COmmiseion
to implement existing legislation. " ’
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19. THE DISCUSSION AND CONCLUSIONS REACHED AT THE MEETING OF THE
COMMITTEE ON BUDGETARY CONTROL ON 23 AND 24 FEBRUARY 1981

The Committee on Budgetary Control endorsed the points made in the
working document, which are supplemented by the following comments and by the
committee's recommendations concerning the discharge for the previous financial
year, 1978,

(a) Meeting between the Committee on Budgetary Control, the national audit
bodies and the Court of Auditors of the Communities

In the comments adopted in conjunction with the discharge decision for
1978, Parliament did not make any specific comments relating to the
management of the Guidance Section. 1In general terms and with regard to the
management of the EAGGF as a whole and to possible fraudulent and irregular
practices, Parliament instructed the Committee on Budgetary Control to
organize a meeting to which would be invited representatives of the national
audit bodies, the national administrations and the Court of Auditors to
study these difficulties and to suggest remedies.

The need for a meeting with the national audit bodies and the Court of
Auditors was reaffirmed when these working documents were being considered.
The Committee on Budgetary Control must therefore arrange a meeting with the
abovementioned bodies as soon as possible:in order to reconsider the problems

involved in combatting fraudulent and irregular practices.

(b) Comments on the EAGGF, Guidance Section, adopted by Parliament in
conjunction with the discharge for 1978, and measures taken by the

Commission

Although it did not submit any specific comments to Parliament concerning
the management of the EAGGF, Guidance Section, in connection with the 1978
discharge decision, the Committee on Budgetary Control did include a numbér
of observations on the subject in the report on the Eighth Financial Report
on the EAGGF for the financial year 1978, which was submitted at the same
time as the report on the 1978 discharge.
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The main points made last year concerning inspection activities are
contained in footnote 1, although they no longer apply as the situation
relating to inspectionshas improved this year. This reference is included
i these conclusions*following the discussion of 23 and 24 February 198l.

The Commission's answers to the comments made by Parliament in the
resolution which was adopted at the same time as the 1978 discharge decision
make only one point concerning the management of the EAGGF, Guidance Section.
This is reproduced in footnote 2 and concerns the forwarding of supporting
documents by the Member States.

This aspect is included in the conclusions to the working document for
the sake of completeness. It is not covered in detail as the Commission's
answers to Parliament's comments on the 1978 discharge were dealt with in
a resolution drawn up by Mr Battersby on behalf of the Committee on Budgetary

Control and adopted by Parliament on 13 January 19813.

1 In the resolution adopted on 23 May 1980 (0OJ No. C 147, 16.6.1980) on the

Eighth Financial Report on the EAGGF for the financial year 1978, the
paragraphs relating to inspection activities read as follows:

- recognizas that the most important checks should be carried out by the
national authorities, but regrets the insufficient number of inspections
carried out by the Commission and points out that this is likely to give
rise to serious doubts about the proper use of Community funds in sectors
which provide ample opportunities for fraud; calls, therefore, for an
increase in the number of Commission staff assigned to this kind of work;

- Stresses that, given the total lack of external checks by the Court of
Auditors, there is no possibility of remedying the shortcomings indicated
by the Commission;

- Insists strongly that both the Commission and the Court of Auditors must
make suitable provisions in this reapect and hereby makes its opinion on

the management of the fund for next year subject to-a satisfactory solution

to this problem.

In the document in question the Commission commented as follows: ~ =~

Transmission of supporting documents by Member States

The Commission has a variety of tools at its disposal to encourage Member !
States to comply with the deadlines for the dispatch of supporting documents, :
which range from reminders through letters of formal notification to infringe-
ment proceedings, depending on the case and in particular on the extent to
which delays on the part of a Member State disrupt the smooth running of the
Fund. It reports annually on the outcome of its action in the EAGGF financial .
report. It would most certainly inform Parliament if failure to comply with
the deadlines was seriously disrupting its work.

See regolution adopted by Parliament on 13 January 1981 (0J No. C 28, 9.2.1981)
on the measures taken by the Community institutions in response to the comments
appearing in the decision granting'a discharge in respect of the 1978 financial
year, in accordance with the Financial Regulation
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(c) The responsibilities of the Committee on Budgetary Control

At the end of the discussion of 22 February 1978 the draftsman stressed
that the prificipal task of Parliament and the Committee on Budgetary Control
was not so much to verify that the accounts relating to the operations £inanced
by the Comtiunity budget were in order, as to assess whether the implementing
decisions takenr by the Commission reflected the political programme adopted
by Parliament in relation to Community policies.

The comments made by the Committee on Budgetary Control thus have a
different purpose from those of the Court of Auditors. They require the
Commission to review the procedures and, as a result, to introduce each year
gpecific measures to improve the management and, if necessary, to propose
modifications to legislation if the latter should prove inadequate, incomplete,
unclear or contradictory.
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Discharge for 1979

WORKING DOCUMENT
on

- -

DEVELOPMENT AID

Draftsman: Mr IRMER
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1. There are few sectors in which the value, desirability and effectiveness
of pursuing a policy at Community level are as evident as in the case of
development aid. VYet progress towards this end is still extremely slow,

even if there has been some alight growth in the volume of Community aid.

The annual review of the management of the various development aid
measures as part of the discharge procedure affords Parliament the
opportunity to assess achievements and compare them with the official
objectives set out, in particular, in the budget. The rigorous methods
used in this review -~ analysis of the results of budgetary management as
shown in the accounts and in the report of the Court of Auditors -
necessarily involves the adoption of political positions, to which
reference may be made when policies in the relevant fields are being
formulated. The Committee on Budgetary Control therefore attaches the
greatest importance to working in close collaboration with the Committee
on Development and Cooperation.

I - FOOD AID i

2. The comments made last year on the budgetary management of food aid
centred on the lack of transparency of both the presentation of the
appropriations and the entering of expenditure in the accounts. The main
effect of this shortcoming was to conceal substantial delays in the
implementation of the annual programmes. The fact that these delays occur
every year shows that the Commission is unable to implement appropriations
which have been fixed at an artificially high level at the outset.

3. These comments are also substantially applicable to the financial

year 1979, despite the assurances given last year during discussions with
the Committee on Budgetary Control. As in the previous financial year,

the Commission increased the appropriations allocated to existing programmes
by transferring between articles appropriations earmarked for programmes for
the current financial year, thus in effect carrying over appropriations from

one financial year to another.

This enables the Commission to avoid a situation where appropriations
have to be cancelled and re-entered in subsequent budgets and it gives a
distorted picture of their implementation.

4. The introduction of differentiated appropriations in this sector, which
has on occasion been proposed, would deal with one difficulty - the budgetary
presentation of the appropriations - but would not in any way resolve the
fundamental problem, namely the slow rate of implementation of the aid. On
the contrary, their introduction would exacerbate still further the tendency
to set appropriations at an artificially high level by holding out the

-74 - PE 71,989/fin./2nn.IX



temptation, somewhat demagogic in origin, to enter in the budget, for a
specific period, amounts and quantities which would in fact be implemented

over a much longer period. This would simply legalize existing abuses.

5. Moreover, it is doubtful whether the accounting system used in the
budget is of use to the Commission, since when the latter requires up=to-date
and realistic information it has recourse to other sources (point 9.12
Commission) . The purpose and nature of the accounting data should thus be

questioned.

In any event, the random nature of the appropriations entered in the
budget must be borne in mind. The pregrammes are adopted subsequently on
the.basis of the quantities indicated in-the remarks in.the budget... The -
budgetary estimates are thus drawn up on the basis of an unknown factor,
that is, the unit price of the product to be supplied, an-increase or
reduction in which necessarily has an effect on the quantities actually

provided.

6. These problems of budgetary management reveal other more fundamental

e ——

difficulties concerning the Commission's ability to implement the appropriations

and quantities laid down in the overall objectives, the ways in which it can
ensure that the aid is delivered at the most suitable time and place, and the
connection between food aid and other Community policies. The Committee on
Budgetary Control accepts the proposal from the Committee on Development and
Cooperation that the question of the effectiveness and the value of financing
should be dealt with in a special report to be drawn up after consideration of
the ad hoc report by the Court of Auditors.

IT - AID TO NON-ASSQCIATED DEVELOPING COUNTRIES

7. The budgetary management of this sector is also marked by a lack of
transparency in respect of the entries and the accounting methods and by a
very serious under-utilization of the appropriations:

1978 1979
Final commitment appropriations 70 177
Commitments 29.7 117
Payment appropriations 40.8 55.6
Payments 3 0
Carry-overs ... 40.9 37.7
Payments using appropriations carried
over 4.6 18.7
Cancelled appropriations 36.3 18.9
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8. The use of differentiated appropriations’ leads to considerable

confusion.

Commitment appropriations for the financial year 1979 amounted to
110 m EUA. However, since unused appropriations from previous years had
to be re-entered in the budgst, the amount appearing under ‘appropriations
for the financial year' totalled 133 m EUA. The appropriations available
also included appropriatiens from the previous financial year which remained
unused and were carried over, and thus in fact amounted to 177 m EUA. The
implementation of commitments is actually of little importance to the
recipients of the aid; it merely indicates to the Commission's departments
that one step of the procedure has been completed.

9, With regard to payment appropriations, the Commission frequently takes
advantage of its right to carry over automatically appropriations for the
financial year which remain unused and it proceeds as though the allocation
were decided on a biannual rather than a yearly basis. To provide a more
realistic picture, the allocatien for each year should in fact be divided

into two.

However, even under these circumstances, at the end of the two-year

period half the appropriations carried over have had to be cancelled.

10. The implementation of the annual programmes, the total volume of which
is shown in the budget in the form of commitment appropriations for the
financial year, is spread out over a much longer period than that envisaged
in the budget. This means in effect that the appropriations are reduced.
The Commission uses the system of differentiated appropriations to extend
the period of implementation in this way. Such flexibility and the use made

of it should be called into question.

11. However, these are merely problems of form. The fundamental difficulty
relates to the reasons for the delays and the under-utilization of

appropriations.

The Commission's reply to point 9.17 of the Court of Auditors' report
prompts the following comments:

. The level of disbursement of payment appropriations is not normal. A
rate of implementation of between 0 and 7.5% in the first year and less
than 50% in the second year is not merely unsatisfactory: it is catastrophic.
It is quite a different matter to assert that the rate of implementation of
the programmes is, because of their nature, normal, but in that case it must
be concluded that the estimates of the appropriations required were
deliberately exaggerated.
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. There is a contradiction between the Commission's statement that the
disbursement of payment appropriations is normal and its claim to be
'extremely short of staff’.

. The ad hoc procedure introduced by the éommission to enable the Council,
in the absence of a regulatien, to approve the projects to be financed
is not conducive to speed, theugh it cannot be regarded as the principal
cause of the delays in implementing payments and commitments.

1

12, It implies above all a refusal by the Commission to fulfil its

responsibility for the implementation of appropriations by enabling the

Council to exercise direct influence over the financing decisions and

hence over commitments.

It is to be hoped that the Commission will use the new regulation
recently adopted by the Council as an opportunity to re-assume its
responsibility for implementation in this field. The rapporteur does,
however, have some reservations about this text (0J L 48 of 21 February 1981 -
Council Regulation (EEC) No. 442/81).

. Although the Commission's responsibility for management is confirmed,
it is subject to procedures which effectively place it under the
Council's supervision. 1In particular, the regulation sets up a
committee which will operate in a way that could well result in
financing decisions being made subject to the de facto or even
de jure approval of the Council or of one of its bodies.

The rapporteur proposes that:

(1) all opinions delivered by this committee should, on
adoption, be forwarded to the Court of Auditors and

to Parliament;

(2) Parliament should, at its request, be allowed to send
an observer to meetings of the committee.

. The way in which the committee is to operate, that is, the rules on
majorities and decision-making, will be decided by the Council without
consulting Parliament. Since these provisions relate to the procedures
for implementing appropriations, consultation of Parliament is
compulsory.. In any event, the Commission's proposal will have to be
put before Parliament.

13. Like the Committee on Development and Cooperation, the Committee on
Budgetary Control feels that Parliament would be greatly helped in its task
of assessing the effectiveness of the policy financed by the budget if it
could refer to an annual study containing an evaluation of the projects.
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This type of study could be undertaken by the Court of Auditors on the basis
of on-the-spot visits and equally well by the Commission in the context of the
annual report provided for in Article 15 of Regulation 442/81.

I1I - OTHER BODIES

14. The rapporteur would suggest to the Committee on Budgetary Control that
a separate report be drawn up on the EAC and the CID,

IV - NGOs

15. The rapporteur endorses the substantially positive assessment made by
Parliament of the management amd effectiveness of these measures. It
recommends that account be taken of the comments made under peint 9.31 of
the Court of Auditors' report.

V - EDF

16. Somewhat paradoxically, the EDF sector, for which Parliament has no
powers in respect of the level at which appropriations are fixed, is subject
to particularly extensive budgetary control. This could perhaps be seen as
an attempt by Parliament to compensate for its lack of decision-making powers
by carrying out an intensified retrospective control. Hewever, this would

be to ignore the fact that Parliament still insists on the budgetization of
the EDF and intends to be involved in the drafting of the rules for the
implementation of these appropriations. In addition, Parliament has formally
requested that it should be consulted on the financial regulation of the
fifth EDF. Parliament feels that, if it is to take political responsibility
for guaranteeing the proper implementation of EDF appropriations, it must
have some say in the fixing of the level of those appropriations.

17. Parliament's first responsibility is to grant the discharge in respect
of the annual accounts of the fourth EDF and to submit a recommendation to
the Council concerning the first three EDFs.

In order to fulfil this responsibility, it is essential that the
discharge authority should be provided with documents enabling it to gain
an overall picture and make a detailed assessment of the utilization of the
appropriations.

The principal documents available to Parliament for this purpose are
the balance sheets and accounts of the EDF for the 1979 financial year
(COM(80) 694 final) and the Commission report to the ACP-EEC Council of
Ministers on the administratien of financial and technical cooperation in
1979, under the Lomé Convention (COM(80) 2392 final).
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18. Although the second of these two documents contains information which
is extremely useful for an assessment of the management for the year, the
figures, which are intended for the ACP-EEC Council, are not official and
therefore cannot be used as the basis for a discharge. Conversely, this
information is not contained in the first document.

Under point 8.1 of Part II of its report, the Court of Auditors states:

‘the content and presentation of the balance sheet and revenue and
expenditure account of the four EDFs do not comply with the provisions
of the financial regulations applying to them. In fact they do not
adequately show either the balance sheet of the EDF at 31 December 1979
or the revenue and expenditure relating to the year 1979.'

19. The rapporteur therefore recommends that the decisions and recommendations
on the discharge in respect of the EDFs should be accompanied by this
reservation and by a formal request to the Commission to submit adequate
balance sheets and revenue and expenditure accounts as from next year.

It should be pointed out in this connection that the Commission has
undertaken to provide Parliament with all documents such as may be of

assistance for the fulfilment of its control responsibilities.

With regard to the budgetary situation of the first three EDFs, payments
in 1979 were as follows:

First EDF H 0.44 m EUA
Second EDF : 4.12 m EUA
Third EDF : 37.4 m EUA

Further financing decisions were taken under the second EDF (0.6 m EUA)
and the third EDF (0.9 m EUA).

The appropriations remaining unused on 31 December 1979 totalled
0.97 m EUA for the first EDF, 8.04 m EUA for the second EDF and 111.04 m EUA
for the third EDF.

19. The fact that this situation has arisen, even though the first three
EDFs expired in 1964, 1970 and 1975 respectively, reveals the inconsistencies
of extra-budgetary management.

With regard to the fourth EDF, which was introduced on 1 April 1976,
commitments entered into during the year amounted to 687.9 m EUA, bringing
the total volume of commitments to 2,513.9 m EUA out of a total allocation
of 3,464.4 m EUA.
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This amount is broken down into 588.8 m EUA in aid administered by the
Commission and 86.4 m EUA in aid administered by the EIB.,

The rate of payments has increased substantially, making it necessary
for the Member States to increase their contributions and to pay them
earlier.

20. Parliament can assess the effectiveness of the financing on the basis
of two sets of information:

(a) the Court of Auditors' comments on the difficulties and design faults
encountered in the implementation of certain projects:

. overestimation of the human, financial or administrative resources

of the recipient countries,
. poor quality of the preparatory studies,
. failure to adapt projects to local conditions,
. effects of the policy on prices paid to producers,
. unsatisfactory results due to marginal savings,

. decisive role of expatriate technical agsistance
personnel and inadequacy of local management,

. failure by the Commission to act in cases of claims

by ACP States on European firms.

The Court of Auditors adds that 'in general, projects financed by
the EDF are satisfactory and appreciated by the local authorities
and population. The responsibility and competence of the local
Commission delegations are also recognized ...'

(b) the evaluation by the Commission of the completed projects.
In its provisional conclusions the Commission summarizes the

impact of Community aid as follows:

'The effects of projects normally correspond closely to the
economic development requirements of the beneficiary countries
and have made a substantial contribution to such development,
particularly by improving economic and social infrastructure,

extending water supply networks and diversifying production.

on the whole projects can be said to be satisfactorily geared
to requirements and obtaining immediate results, but their
success is somewhat more qualified as regards adjustment to
local capacities and conditions of utilization.
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Generally speaking aid has strengthened the position of the Community's
partners, in particular by boosting their financial and technical
resources and improving economic and social conditions. However, in
certain cases, it has generated cumbersome and expensive administrative
machinery which subsequently has to be taken over by the State ¢oncerned,
resulting in recurrent expenses beyond its means. Further, Community

aid has done little to increase the productivity of the recipient
countries' inhabitants or firms.'

It then lists the factors on which the success of the projects depends.

21. A fuller assessment of the effectiveness of this financing would have
to take account of macro-economic data relating to the develepment of the
economic and social structures of the countries receiving the aid, the
evolution of trade between the ACP States and the EEC and the effect of the
aid on the various economic sectors of the EEC Member States.

22. To conclude, the rapporteur would like to stress the importance of the
controls carried out both by the Commission and its representatives and by
the Court of Auditors. It is essential for the success of the Community
policy that these controls be effective. To enable Parliament to assess
their effectiveness more accurately, it would be useful for the Court of
Auditors to identify the countries and projects on which controls are

carried out.
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1. Parliament's responsibilities for monitoring the implementation of the
budget under the discharge procedure require it to ascertain that the opera-
tions carried out in implementation of the budget are lawful and appropriate.
The borrowing and lending operations, although not fully budgetized, are
subject to the budgetary authority's control. Although capital transactions,
which do not constitute expenditure and revenue in the normal sense, do not
fit easily into a budget which was not designed to accommodate them, they
are nonetheless executed by the Commission within the framework of its
budgetary responsibilities, and subjected to a political assessment by

means of the discharge procedure.

2. However, the draftsman has found that Parliament does not have
adequate material means at present to enable it to fulfil its control

mandate with regard to either the lawfulness of the operations or their
appropriateness.

It is true that a number of reports or documents have been published
or forwarded to Parliament, providing some valuable, information deapite
its fragmentary1 or for the present too purely descriptive naturez.

3. But since these texts were not drawn up specifically to assist in
the preparation of the discharge, they are of little use when it comes to
assessing the lawfulness, effectiveness and appropriateness of budgetary
implementation for the financial year concerned. For such an assessment
the discharge authority must have :

- an overall view of the volume of the various operations carried out and
their impact on the Community's accounts and balance-sheet;

- an overall view of the situation of the different instruments at the
beginning and end of the financial year;

- a critical analysis of the technical aspects of implementation during
that year.

4. At present, the documents submitted to Parliament to enable it to
carry out its supervisory duties within the framework of the discharge
procedure are deficient in two respects :

(a) the details contained in the revenue and expenditure account and the
analysis of financial management are sometimes scattered about in [, i# s
different places, incomplete and incompatible;

1 see the first report on the NCI (COM(80) 192 final) on which the

Committee on Budgetary Control has delivered an opinon

2 See the report on the Community's borrowing and lending activities

(coM (8l1)8 final) forwarded by the Commission to Parliament on
22 January 1981
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(b) The Court of Auditors, despite the wish expressed by Parliament in the
decision on the discharge for 1978, did not-see fit to devote a
special chapter of its annual report to an audit of this sector.

5. Consequently, as for the preceding year, parliament will have to add
a rider to its assessment of budgetary implementation for 1979 in this
sector, drawing attention to the incomplete nature of the information made
available to it.

Management of the borrowing and lending operations in 1979

6. During the 1979 financial year, for the instruments shown in the
budget, the following operations were carried out :
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Table 1

Borrowing and lending activities
in the 1979 financial year

in Eva
Community
Eximbank borrowings Euratom NCI Total
I. In-payments
A. Borrowings - - 151,772,568 177,581,448 329,354,016
B. Repayment of Community loans 2,377,064 349,601,454 - - 351,978,518
C. Interest paid to the Community 291,960 100,939,972 11,660,238 - 112,892,170
D. Repayment to Community of
administrative costs of - - - - -
borrowing and lending operations
Total 2,669,024 450,541,426 163,432,806 177,581,448 794,224,704
II.Qut-payments
A. Loans - - 150,489,992 177,069,471 327,559,463
B. Repayment of monies borrowed 2,377,064 349,601,454 - - 851,978,518
C. Payment of interest 291,960 100,939,972 10,824,001 - 112,055,933
D. Payment of costs . - - - - -
Total 2,669,024 450,541,426 161,313,993 177,069,471 791,593,914
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7.

Financing operations in 1975 were divided between the diffexent

sectors as follows :

by sector

Table 2 : Breakdown of financing operations in 1979
for borrowing shown in the general budget

(in mEUA)
Euratom NCI Total
A. Energy 151.8 149.5 301.3
B. Infrastructures - 27.5 127.5
Total 151.8 277 428.8
CONCLUSIONS
8. Seeing that the situation in regard to control in this field has

hardly improved since last year, although the Commission has submitted
reports on the management of the individial instruments, apd just recently

a report describing the general sltuation of these activities, the draftsman
thinks it better not to propose an overall assessment'of the administration
of borrowings and loans in 1979 and to stress the need to intensify
parliamentary control. He therefore proposes to the committee and the
general rapporteur that the following paragraphs be included in the

decision granting a discharge :

(a)

(b)

Recalls its requests to the Commission and the Court of Auditors in
the decision granting a discharge for 1978 to provide the discharge
authority with the documents and information which it requires to
fulfil its control function;

Underlines the need to strengthen democratic control of the

Community's borrowing and lending operations, which - although they are
largely administered outside the general budget - now constitute the
main instrument of Community policy in regard to economic and social
structures; draws attention, in this connection, to its report on the

need to strengthen political control over Community borrowing and
lending activities.
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ANNEX XI

WORKING DOCUMENT

in the context of the preparation of the
1979 discharge report ~ on decentralized
agencies, autonomous organizations and
satellite bodies of the European Community

Draftsman Mr Edward KELLET-BOWMAN
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Introduction

1, In the comments accompanying the 1978 discharge decision,
the following points(l) were made in regard to the
decentralised agencies, autonomous organisations and satellite
bodies:

56. Accepts that the complicated role of the EC entails, )
of necessity, the setting up of a number of specialised
agencies and the granting of a degree of autonomy
to certain administrative units but considers that
a close watch should be kept on such bodies and the
justification for their continued existence should be
reviewed from time to time;

57. Considers that the financial regulations governing
such bodies should be standardised as far as possible
and discharge for them should be a matter for Parliament;

58. Believes that cost-effectiveness yardsticks should
be applied to these bodies and their management
standards should be examined with a view to
ensuring that best value is obtained for the
Community outlay involved;

59. Expresses a formal reserve in respect of the discharge
for the European Schools and will consider the
issues further in the light of a report from the
Committee on Budgetary Control.

Continuing validity

2. The points made in paragraphs 56, 57 and 58 are still valid.’
As regards the European Schools, the way will be clear for
the preparation by this Committee of its draft report when
the report of the Court of Auditors in respect of the Schools
for the 1979 financial year is to hand and when certain
decisions have been taken by .the Board of Governors of . the. Schools
in regard to the introduction of an internal: conErol sSygtem.

Use of appropriations in 1979

3. Table I sets out the particulars in respect of the appropriations
for the various satellites in 1979:

(1) 57 No C 147, page 95, 16.6.1980
(2) gee also PE 67.824
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ART. | ITEM HEADING APPRNS. COMMITMENTS ! PAYMENTS AMOUNTS TO | APPRNS. APPRNS.
AVAILABLE |ENTERED INTO] MADE BE PAID AT | CARRIED CANCELLED
FOR YEAR END OF YEAR| OVCR
224 Hire of equipment, operating costs
and cost of services relating to
the Computer Centre and the running
of the information and documentary
research system (CIRCE)
2240 |Operation of the Computer Centre 11,596,000(11,591,987 10,305,473 1,286,514 1,286,514 4,013
2242 |wWork done outside the Comp. Centre 2,185,000 2,182,635‘ 1,958,039 224,595 224,595 2,365
2243 |Development of data-processing 1,400,000| 1,389,323 1,106,783 282,540 282,540 10,677
2244 |European Communities Information 593,000 592,991 563,162 29,829 29,829 9
———————————— o e o e o e e i o s e e o e i e e e e e e o o ot o e e e e e ——————
TOTAL ARTICLE ...... 224 15,774,000{15,756,936_) 13,933,457 1,823,478 1,823,478 17,064
254 Youth Forum 360, 500 360,500 360,500
264 -]Statistical studies and surveys 8,385,000} 8,330,165 3,432,956 4,897,209 4,897,209 '54,835
280 Subvention for EURATOM for the
running of the Supply Agency
2800 |Subvention 841,200 607,799 607,799 233,40l
2809 |Provisional appropriation to cover 34,100 34,100
possible adjustments to remunerat-
ions of officials = |mmmmmmmememges oo mmmm s oo | T T T T T
TOTAL ARTICLE ...... 280 875,300 607,799 607,799 267,50L
281 Subsidy for the operation of the 90,000 84,820 67,245 } 17,574 17,575 5,180
Community Business Cooperation
Centre
282 European Community Institute for - token éhtry -
Economic Analysis and Research :
287 official Publications Office 12,118,000|11,277,710 10,806,311 471,399 471,399 840,290
289 European Schools
7,203,800 7,203,800 7,203,800 SRS

2890

Brussels I

continued ...
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TABLE I

{centinued)

APPRNS. COMMITMENTS}{ PAYMENTS AMOUNTS TO | APPRNS. APPRNS.
ART ITEM HEADING AVAILABLE |ENTERED " MADE BE PAID AT |CARRIED CANCELLED
FOR YEAR |INTO END OF YEAR|OVER
289 2891} Luxembourg 6,048,700} 5,973,700 5,973,700 75,000
2892] Mol 3,450,300 3,450,300 3,450,300
2893} varese 4,122,200} 3,929,500 3,929,500 192,700
2894 Karlsruhe 2,566,700 2,566,700 2,566,700
2895| Bergen 1,911,200} 1,909,700 1,909,700 1,500
2896 Bruxelles II 3,846,800 | 3,846,800 3,846,800
2897 | Culham 495,500 491,000 491,000 4,500
2899 Provisional appropriations for
possible adjustments to remuneral
tions 415,200 415,200
TOTAL ARTICLE ...... 289 30,060,400 29,371,500 | 29,371,500 668,900. .
300 Administrative Commission on “
Social Security for Migrant
) Workers 673,500 671,575 362,128 309,447 309,447 1,925
3010 European Centre for the Develop-
ment of Vocational Training 3,200,000 }3,028,778 2,400,000 628,778 628,778 171,222
£y
3070 | European Trade Union Institute 550,000 550,000 550,000
316 Community action relating to the
vocational training of farmers 135,000 135,000 135,000
continued .....c00040
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TABLE I (continued)

- APPRNS. COMMITMENTS |PAYMENTS AMOUNTS TO |{APPRNS. APPRNS.
ART.{ ITEM HEADING AVAILABLE |ENTERED MADE BE PAID AT |CARRIED CANCELLED
FOR YEAR INTO END OF YEAR |OVER
3330 | Joint Research Centre 13,394,390] 9,104,240% 9,222,748 118,507 4,171,643
3331 | services performed by the JRC on 4,589,374] 1,103,708* 1,227,803 124,095 3,361,571
behalf of outside bodies and
individuals on request and against
pqyment
3332 | Services performed by the JRC for 1,540,600| 1,348,756* 1,348,756 191,844
other Commission departments
3521 | Grant to the International Labour 27,000 26,977 26,977 23
office ! !
3351 | Fusion and plasma physics 49,532,762 |23, 503,485 35,798,070 (12,294,585 |13,734,692
(including the JET project) -
359 Grant towards the operation of the 2,590,000} 2,082,570 1,510,775 571,796 571,7964 507,429
European Foundation for the Impro- -
vement of Living and Working
Conditions
969 Operating costs of the Commission 2,590,900} 1,499,963 1,499,963 1,090,937
delegations in the southern ..
Mediterranean states
942 Aid to the management of training 140,000 140,000 125,000 15,000 ° 15,000
institutes for nationals of
developi ng countries
943 EEC Subsidy for the operation of the| 2,722,000{ 2,541,654 2,541,654 180, 346
European Association for Cooperation .
(EAC)
- TE- “} : £ A
* é;ée& onipréSentation on page 163, Volume II, of the
Community Management Accounts




Other subsidies

4. Apart from the sums made available to the bodies listed in the preceding
table, provision was made in the 1979 budget for grants and subsidies
under Chapter 29 of the budget as set out in Table II. The right~hand
column shows the amounts actually paid out in 1979.

TABLE II
(in EUA)
Heading Article Amount Payments
available made in 1979
Subsidies to institutions of higher
oducation 290 285,000 246,983
Subsidies to European movements 291 193,510 162,881
Participation in the organisation
of congresses and occasional
meetings 292 85,390 64,882
Subsidies in respect of certain
activities performed by non-
governmental organisations pyrsuing
humanitarian aims and promoting
human rights 293 200,000 42,261
Study grants 294 455,500 226,402
European prizes and aid for the
publication of works of a ‘
scientific nature 295 16,000 7,409
Contribution to a specific programme
for the accelerated training of
interpreters 296 215,000 23,459
EEC contribution to administrative
expenditure connected with inter-
national agreements concerning wheat,
olive o0il, sugar, coffee, tin, cocoa
and the environment 298 566,800 485,794

Other subsidies 299 246,100 245,879
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Main bodies which are the subject of Separate reports a s

5. Separate reports have been - or will be - prepared this year on the
- The European Schools;
- fThe European Centre for the Development of Vocational Training;
- The European Foundation for the Improvement of Living and
Working Conditions;

- The Joint Research Centre gstablishment at Ispra.
As these texts will explore the control aspects fully, your draftsman
does not consider it to be necessary to cover the same ground in the

present working paper.

Last Year's work

6. In the working document(l) on the 1978 discharge, your draftsman listed
(at paragraph 12) the budgetary control criteria that warrant being
applied to the use of budgetary appropriations by satel{ites and other
decentralised agencies. Briefly, these concern gheck?ég 6h;ﬂheﬁ§ér the'ﬁ;K‘
funds were spent as the buﬁsetai&faﬁthér§£§7haa5ihteﬁaéé;"théﬁéiiminﬁtgsﬁﬁﬂ
nf waste or irreqularities a&&‘gﬁWEQAQngtgpq'df}the‘diiigggg;aﬁlgékfﬁéﬁf
output of these bodies by refierence .to. the amount of Community funds which
they absorb.

Comments on certain satellites

- The European Schools

a o m e bt

7. 1In the case of the European Schools, the Court of Auditors ngted}fﬁﬁt‘%ﬁﬁgﬁ%‘
absence of an effective intefnal control: system has led!to numeyous 'eérrors
in the interpretation by individu#X Scheold of administzativedand - -
financial requirements, leading to excessive expenditure. In view
of this, in the case of the European Schools, Parliament expressed
a reservation in its comments on the .1978 discharge lagt.May.

Later, on Thursday 18 December 1980, when considering amendments to
the 1981 draft budget, Parliament confirméd(z) the addition of the
following remarks against Chapter 100 (Article 2.8.9)

. (1) Doc 1-150/80, Annex XI. !
(2) PE 70.482, page 19 Annex II to the Minutes of Proceedings

aa
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e
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410,000,000 EUA of the subsidy for the European Schools will be
transferred to the line after adoption of the report to be

presented by the Committee on Budgetary Control on the

management of the appropriations under this article."”

8. Yoeur draftsman understands that the Board of Governors S .
of the European Schools are L. -
examining the situation and that, moreover, the Court of Auditors'
report on 1979 will be to hand shortly. As soon as possible, this
Committee will have the opportunity of considering & draft

report on the budgetary control aspects of the European Schools.

-~ The data-processing centre

9. At the July part-session, Parliament considered(l) an interim report
on the budgetary control aspects of the data-processing centre of the
Commission of the EC. This report noted the difficulties encountered
at the data-processing centre due to the complicated situation which
applies there and which is attributable to a variety of factors -
growingusc of computers, changeover from one type of equipment to
another and personnel difficulties.

10. Parliament adopted the motion for a resolution which laid down the
criteria for the sound management of the data-processing centre, which
stressed the importance of a coordinated effort by all the
institutions and which stated that regard should always be had to the
medium and longer term prospects when solutions to short-term
issues are being sought. The draftsman expects to be in a position
to present a further report in the matter shortly.

-~ CEDEFOP and EFILWC

T1. Separate reports on these two satellites will be considered in =~
the Committee over the coming months. Already, in both bodies,

~orrective action has been taken following the comments mgdé ﬁy‘Pérliament
in the framework of the 1978 discharge decisions.

Euratom Supply Agency

12. As regards the ESA, verification of the bank accounts by the
Court of Auditors is an indispensable element of full and proper control.
The draftsman endorses the contention of the ECA that direct
communication provides the only complete assurance of authenticity.

Therefore, he considers that a binding comment to this effect should be
incorporated in the discharge decision.

(D poc. 1-283/80
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Conclusions

13.

14

Whilst the satellites and other bodies with varying degrees of delegated
rcsponsibilitylaccount but for a relatively small part of the total
budget, it is necessary, nevertheless, to ensure that they manage the
appropriations made available to them in a prudent way, that cost benefit
analysis is applied to their operations and that, from time to time, the
continuing justification for their existence be examined. Once agencies
have been set up, they seem to take on an everlastihg life. However;

with the passage of time, if their operations dwindle to an agency for
handing out contracts for studies and research projects, their
usefulness could be called@ into question and thought could be given to
doing their work, at less cost} through an office in the Commission.

‘A key justification for satellites such as the CEDEFOP and the EFILWC

is that they carry out certain tasks more effectively and more expeditiously

than officials within the Commission - hemmed in by layers of authority -
could. If the results should prove to be disappointing and the .

satellites should develop into mini-bureaucracies, then the intention
underlying their establishment would be thwarted. t

The draftsman suggests to the rapporteur for the 1979 discharge that
he could include the following comments in the text of his report:

- Parliament will pronounce, in separate reports, on the control
aspects of the management of the data processing centre, the
European Schools, the JRC establishment at ISPRA, ‘EFILWC and CEDEFOP;,&)

- the attention of the decentralised agencies, autonomous organisations
and satellite bodies of the EC should be drawn to the fact that they
will be judged on their results and on their output;

- in regard to these, and in regard to EC outlay generally, the
development of appropriate analyticaiftechniqges is
crucial and, thercfore, work on the development of such techniques that
would be appropriate in the Community context is urgently needed;

- as regards the Office of Official Publications, the Committee on
Budgetary Control will make its comments when a study now being
carried out by the ECA is available;

- transparency'of budgetary management, efficiency in achieving results
and speed of operating should be the hallmarks of the satellites; ang
8
- the Euratom Supply Agency should be called on to -3n§tfuct'ita bankers
to confirm directly Lo the Court of Auditors certain financial

information so that independent verification can be assured.

L See Annex for particulars.
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PRINCIPAL CATEGORIES OF BODIES IN QUESTION WITH

SOME EXAMPLES

Autonomous organisations

e.g. = the European Schools which are managed outside the Commission's
direct control but receiving three-quarters of their funds from
the Community budget.

Autonomies agencies

e.g. - The European Foundation for the Improvement of Living and
Working Conditions;

- The European Centre for the Development of Vocational
Training

mainly financed out of EC budget biut subject to a separate

discharge procedure.

Special case

- the Euratom Supply Agency set up under Article 53 of the
Euratom Treaty.

Services of the Commission
e.g. - The Data~Processing Centre (DG of the Commission):

- Joint Research Centre with establishments at Geel, Ispra,
Karlsruhe and Petten.

Service common to all the institutions

- Official Publications Office.
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ANNEX XTI

WORKING DOCUMENT
on

the expenditure of the institutions (other than the Commission)
in 1979

in the light of the report of the Court of Auditors

Draftsman: Mr SIMONNET
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1. In the light of the implementation of the appropriations of the insti-
tutions other than the Commission and the relevant observations of the
Court of Auditors, it may now be stated that discharge may be given to those

institutions.

2. The two general points that may be made on the implementation by the
institutions of their respective budgets relate firstly to the different
interpretations given by the various institutions to certain provisions of
the Staff Regulations and their financial consequences and secondly to the
divergent interpretations by the institutions of the provisbons of the
Financial Regulation in the absence of common rules for the application

of those provisions. This applies to all the institutions (with the exception
in one specific case of the Parliament and Commission which in relation

to the dependent person allowance have deliberately acted in such a way as
to cnable the beneficiaries to continue to receive these allowances by

not raising the weighting for certain dependent person allowances).

1.  PARLIAMENT
3. The observations that may be made on certain decisions of

Parliament relate in particular to:

(a) part of the appropriations carried forward from one year to another
(paragraphs 1.2 and 1.27 of the report of the Court of Auditors);

(b} the payment of family allowances for a person treated as a dependent
child (paragraphs 10.24 to 10.26);

(c) the application of Article 50 of the Staff Regulations (retirement
in the interests of the service) to the Secretary-General on his
leaving the institution (paragraphs 10.40 to 10.43);

(d) Parliament's decision to grant 1 million EUA as aid to shipwrecked
Indochinese refugees (paragraphs 10.44 and 10.45);

(e) staff mission expenses (paragraph 10.4) and lastly in a paragraph v
concerning all the institutions;

(£) expenditure incurred in the information campaign prior to direct
elections (paragraphs 11.16 to 11.19);

(g) the cost of the Community's publishing activities (paragraph 11.12).
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4. The reservations that may be made about the matters referred to under
points (a), (d) and (e) are based on decisions taken by the Bureau of Par-
liament and not by the administration.

5. Parliament took the view that the carrying forward of appropristions

was a matter falling within its budgetary autonomy as recognized by the
resolution adopted by the Council in 1979, i.e. not requifing the Council's
approval. Although such an arrangement was not explicitly specified in

the Council's resolution on Parliament's budgetary autonomy, it would

seem to be a logical extension. Be that as it may, there is a need to
clarify the implications of the reselution as it affects the non-automatic
carrying forward of appropriations following interinstitutional agreements
between the two arms of the Budgetary Authority.

Your rapporteur considers that in future, while not losing sight of
the practice of Parliament's budgetary autonomy proposals to carry forward
appropriations from one financial year to another should be submitted to
the Commission for the attention of the Council, pending adoption of the
revision of the Financial Regulation according to which repponsibility for
the non-automatic carrying forward of appropriations relating to non-
compulsory expenditure would be entrusted to Parliament (and not to the
Council as at present). The discharge decision for 1979 therefore provides
an opportunity to confirm that the sum of 2,681,000 EUA was avaldable in
1979 and was duly carried forward to 1980.

6. As regards the question referred to under point {(d) - 1 million EUA

for Indochinese refugees -~ Parliament emphasized its awareness of the

exceptional and unique character of this humanitarian aid which it

decided to grant; such decisions are not in conformity with the Financial
Regulation and must on no account be allowed to happen again. This case

has fortunately remained unique and appropriate assurances have :been given
by the President of Parliament.
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7. The excess of mission expenses fer Parliament's officials is
aétributable to a decision of the Bureau of Parliament which takes account

of both the substantial rise in costs and the constant movements of
parliament's Secretariat. Thus altheugh

the granting of this additional allowance infringes the principle of equality
of treatment for all employees of the Communities, this observation should
not be taken as a criticism in the way intended by the Court of Auditors.

parliament was obliged to raise the level of mission expenses for its
staff because the Council was unwilling to take account with regard to the
staff of the Communities as a whole, of the real increase in costs. 1In
order to put an end to this exceptional situation ¥t is therefore abgolutely essential
for the Council to give an undertaking to review zegularly the level of
mission expenses in order to enable the staff, and in particular Parliament's
staff which is constantly moving from place to place, to cope with tﬁe real

cost of such missions.

8. oOn the question of the administrative arrangements made . for the formexr * -
Secretary-General of Parliament, it should be noted that the criticisms of

the Court of Auditors are more concerned with the over-generosity of the financial
arrangements than the reasons for which the Bureau of Parliament applied

Article 50 of the Staff Regulations (retirement in the interests of the -

service) . Parlisment's Committee on Budgets had mareover approved these ‘axangments. -The post

of Secretary-General is unique in the structure of the Secretariat, and

there can therefore be no question of applying to the Secretary-General,

who stands outside the personnel structure, that provision of the staff
Regulations which allows for unpaid leave on personal grounds since it was

not feasible to reinstate him in his post after a period of five years. .
Such reinstatement, however, in accordance with the o
provision of the Staff Regulations which the Court of Auditors feels should
have been applied, remains a fundamental right of an official who has taken
unpaid leave on personal grounds.

In the light of the above and the fact that Parliament was dealing
with a wholly exceptional case, it must be said that Parliament in fact
chose a solution which it felt to be best suited to the requirements of
the service and most likely to safeguard the rights of the person in

question.
9. As regards the in ance of family a nces for persons treated as

dependent children, it has already been pointed out that both the Commission
and Parliament were unwilling to raise the weighting for that allowance for
fear of creating serious social problems for officials who by reason of such
an increase would have lost the allowance. It must therefore be recognized
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as the Commission and Parliament have imdicated, that this problem can
only be settled on the basis of an ‘interinstitutional agreement which

enables account to be taken of all the eonsequences of the application
of the weighting mechanism for these allowances.

10. As regards expenditure on information in connection with the direct
elections, the Court considers the supporting documentation supplied to
be reasonable. It appears however that each political group dealt with
such expenditure according to different accounting criteria. Nevertheless
the Court agrees with the remark and the suggestion made by the Committee
on Budgetary Control to the political groups recommending that uniform
accounting rules should be established by the political groups for monies
allocated to them by Parliament.

Your rapporteur considers it necessary for claims to be established
for recovery of an amount of Bfrs 7,428,360 for subsidies not utilized and
55,437 UCE, in respect of expenditure for which no justification has
been supplied by the recipients.

11. The cost of publishing activities is enormous. The Committee on Budgetary

Control reaffirms the need for control - of a financial nature, of course -
over publications of all the institutions which at present cost some
45 million EUA per annum.

12. 1In addition to the matters considered above in relation to the
observations made by the Court of Auditors, your rapporteur wishes to
discuss certain questions which he has already raised in the interim report
on the administrative expenditure of Parliament for 1979 which was adopted
by Parliament on 23 May 1980 (Doc. 1-70/80). The first point to note is
that in 1979, cancelled appropriations rose to 19.93% of available appro-
priations (amounting to 144,190,700 EUA under the budget for that year plus
14,532,980.92 EUA automatically carried forward from 1978 to 1979)

i.e. 28,723,692.17 EUA. The percentage of cancelled appropriations in
relation to appropriations carried forward automatically from 1978 to 1979
is also very high at 28.65%, i.e. 4,163,571.35 EUA.
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As was stated in the interim report referred to abeve, it should be
stressed once more that 'despite the exceptional events which characterized
the financial year 1979, some of the provisional appropriations entered in
the budget were substantially higher than the actual needs'l. In the same
report it was stated that the cancellation of appropriations for 1979 was
particularly regrettable as it exceeded the level of appropriations approved
in the supplementary budget (May 1979) which could therefore have been

avoided.
Paragraph 5 of the report states inter alia that:

(a) The cancelled appropriations which stand at 28,723,692.17 EUA in
respect of appropriations available in the financial year 1979 and
at 4,163,571.35 EUA in respect of appropriations carried forward
from 1978 to 1979 (making a total of 32,887,263.52 EUA) are greater
than the appropriations voted by Parliament in a supplementary
budget for an amount of 29,986,995 EUA in May 1979;

(b) The substantial total of appropriations to be cancelled, although
partly justified by exceptional factors which characterized the
management of Parliament's appropriations in 1979, nevertheless
gives rise to certain reservations as to the soundness of the '
budgetary forecasts made, both at the time of preparation of the
annual budget and at that of presentation of the supplementary
budget for 1979.

The observations on the 1979 accounts were rather severe in relation
to some of the management decisions taken during the financial year and in
particular in relation to transfer decisions made in the course of the yéay.
The report advances several examples in this connection showing that the
procedure followed for certain transfers appeared to owe more to improvization
than to a considered policy for the management of the available appropriations.
It is useful in this connection to recall one of the examples included in the
1980 report, namely that concerning Item 1100 'Basic salaries of staff'.
The report stated that the cancelled appropriations amounted to 2,875,536.13 EUA,
which is not a great deal by comparison with the 42,587,578 EUA available.
However the cancelled amount should be compared with that added to this item
during the year by supplementary budget, i.e. 1,330,000 EUA,

! paragraph 5 of the resolution of 23 May 1980
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These considerations as a whole were expressed in Parliament's
resolution whose paragraph 6 stated that having regard to the fairly
substantial cancellations of appropriations against certain items,
some of the transfers effected during the financial year were unnecessary
as also were certain requests for appropriations entered in the supplémentary
budget for 1979.

13. In the light of the above, it is essential in the interest of sound
financial management that the following rules be observed;

- at the time of drawingup and adopting the estimate, the appropriate
parliamentary committee must have at its disposal a breakdown of
the main items of expenditure to be covered by the appropriations
against each item of the budget. This breakdown should also relate
to the foreseeable scope of each item of expenditure and its category;

= every new item of expenditure decided upon in the course of the year
which has therefore not been authorized by the responsible organs of
Parliament at the time of drawing up the estimate, must before being
decided upon be subjected to a procedure similar to that required for
drawing up the estimate. Thus such expenditure may not be incurred
unless authorized beforehand by Parliament's Bureau and Committee on
Budgets. This requirement should be met irrespective of whether. the
new expenditure calls for a transfer of appropriations between items,
articles or chapters;

- save in exceptional circumstances, transfer decisions must not involve
amounts such as to distort completely the annual financial
forecast. Thus transfers to a given item should not be allowed

either to multiply or, on the other hand, exhaust the allocation of
that item;

- the quarterly reports on the implementation of the budget submitted
to the Committee on Budgetary Control should not only have an
accounting function but much more than that should in addition set forth
the reasons for any amendments to the vear's initial budget estimate
(new expenditure, transfers, etc,)

- the administrative expenditure for the financial year must . be
preceded by a far more exhaustive assessment than at present and
should enable the Committee on Budgetary Control to form an opinion
in full knowledge of the facts and on the basis of a descriptive
analysis of the effects of management on the implementation of the
annual budget;
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- finally the internal financial regulation of Parliament, -
which must be brought up-tp-date must specify which organs have financial
responsibility and how this responsibility is divided among them.

II COUNCIL

14. An extremely exhaustive interpretation of the term 'international
organization' has been applied by the Council. The Council has undertaken

to have this concept re-examined by the heads of administration. This
undertaking by the Council represents a positive attitude having regard to
the fact that as a result of the present 'over-generous' definition of

that concept the expatriation allowance has been paid to Community officials
on an excessively wide basis. This is a problem to which the Heads of
Administration should give their attention once more despite the Commission's
assertion that increasingly in practice there is an assimilation of inter-
national organizations under private law to public law organizations.

The present interpretation has been the subject of criticism by the
Commission's legal service and by the Court of Auditors.

15. The Council, as indeed the other institutions, may be criticized

for the absence of common standards of quality and cost for the gcquisition
of office supplies and equipment. There is a need for the creation (in
order to harmonize the rules applied to the acquisition of equipment and

to the keeping of stocks and inventbries) of a central advisory committee
alongside each institution's advisory committee on procurements and

contracts.
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III. COURT OF JUSTICE

16. The Court of Justice does not make a distinction between authorizing
officer and accounting officer, despite the fact that Parliament has

asked it to do so and that it is a fundamental principle of the management
of public funds.

17. The Court of Justice granted the expatration allowance, though
admittedly only in one case, in dubious circumstances.
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IV. ECONOMIC AND SOCIAL COMMITTEE

18. The observations that may be made in respect of the Economic and
Social Committee are the same as those applicable to the other insti-
tutions, particularly as regards the rules applied to persons treated
as dependent children and the system of installation allowances.

19. There is also a need to define the legal, financial and
accountancy framework of ‘'management of bodies set up by the
institution in the interest of its staff' of the Economic and Social .
Committee and to agree on common rules for all the Community ,

institutions and organs.

V. COURT OF AUDITORS

20. The implementation by the Court of Auditors of its own budget
does not call for any special comment.

CONCLUSIONS

21l. 1In the light of the above the following conclusions may be drawn:

- it is essential to have coordinated application in'all. the. 1n_si-:&tutions.a£-
the provisions of the staff Regulations and in particular those having
financial implications;

~ it is also essential that such coordinated " application should be
practised by all the institutions as regards the implementing provisions of
the Financial Regulation both in relation to those which have financial
implications and to those which concern the proper implementation of
administrative provisions.

Your rapporteur therefore recommends that the institutions should again make
special efforts to consult one another during this finangial year and in the
future, in order to engure uniform interpretations of the relevant provisions
and identical implemerting measures.

Your rapporteur also considers that the Cemmunity's publications policy
should be entirely reviewed with a view to limiting expenditure. The necessary
measures should follow decisions taken jointly by all the institutions.

22, As far as the management of Parliament's appropriations is concerned,

your rapporteur takes the view that having regard to the remarks made in the
interim report on the 1979 accounts in relation to the level of appropriations
entered in the annual budget and to the transfer policy pursued, the suggestions
set out in paragraph 13 of this working document should be implemented.
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ANNEX XIII

WORKING -DOCUMENT

on expenditure in relation to personnel, administration
and operational outlay in the implementation of the 1979
EC budget; text drafted in the context of the discharge
report and including an analysis of Chapters 10 and 11 of
the ECA report for the 1979 financial year

Draftsman: Mr P.N. PRICE 4
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A.

1.

INTRODUCTION

This working paper falls into five parts:
- comments on the European Court of Auditors (ECA) report on 1979;

- a review of the follow-up to the comments in the working document1
prepared in the context of the 1978 discharge;

- a note on the working group on the shops and restaurants of the
EC institutions;

- reactions to the special ECA report on the acquisition of - and
control over - EC office supplies and equipment; and

- conclusions for the attention of the rapporteur on the discharge.

It does not include problems relating specifically to institutions
other than the Commission, all of which are covered in a separate
working paper by Mr SIMONNET.

The total administrative expenditure of the Commission in 1979 was
551.9 million EUA. This is 3.8% of the total Community expenditure
for the year, a proportion whichas been slowly reducing, as the
following table shows:

1976 - 4.4%
1977 - 4.2%
1978 - 4.1%
1979 - 3.8% .

THE ECA REPORT ON 1979 -~ STAFF EXPENDITURE

In this working document, the draftsman does not take up each and

every point raised in the ECA report. This selection in no way suggests
that points not discussed here have been ignored: rather, .the -draftsman
wishes to concentrate on those issues which, im his view, are .of prime
political control significance and which do not appear to be the

subject of ongoing study likely to lead to a solution of the problems
noted by the ECA. Furthermore, the order in which the topics are

dealt with in this section of the paper corresponds to the order

in the ECA report, so as to facilitate reading the two documents

in conjunction with eachother. Since it does not reflect an order -
of impor tance, attention should be drawn to the paragraphs relating to
staff matters at the Joint Research Centre in ISpra. fThis was the

topic which caused most concern to the Budgetary Control Committee.

1

Doc 1-150/80, Annex, page 59
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Qvertime allowances for drivers

5. The Commission now has 90 drivers, of whom 23 are allocated to members
of the Commission and 26 to Directors-General, leaving 41 as pool drivers.
All receive the same fixed sum by way of overtime. Although only 23 of
the 90 arc on the highest salary scale (D1, step 8), it is based on that
scale. Furthermore, it assumes that all drivers have worked the maximum
overtime hours permitted by Article 56 of the Staff Regulations, an

average of 25 hours per month. The total amount paid as such overtime
is about BFrs 16 million per annum.

The ECA criticised this practice in their report on 1977 as being
incompatible with sound financial management but'the.Commission have
continued as before. In reply to the ECA,the Commission now say (a)
that it would be unfair to drivers who have done the same overtime if
the Commission paid at different rates,.and (b) that in a large number
of cases the actual hours worked exceed the maximum permitted by the

Staff Regulations. They alsoc say that the same criteria are applied by
the majority of the institutions.

The two elements of scale and hours should be considered separately.
There is no justification for paying the same overtime rate to all
drivers, particularly when it is on the highest possible scale. It

is axiomatic in any industry or public administration that employees

are paid different rates according to their position, ability and
experience. The same applies to the Commission and no valid distinction
can be drawn in the case of drivers' overtime.

Similar considerations apply to hours. Normally an employee would expect
to be paid overtime according to the hours worked and would not regard
it as unfair to be paid more or less than other employees who had
worked different amounts of overtime. While rejecting the suggestion
that fairness is a satisfactory reason, further enquiries suggest that
the administrative task of verifying the hours must be counterbalanced
against any overall reduction in hours for which payment would be made.
A reasonable compromise might be to allow a notional fixed number of
hours (on the appropriate salary scale) for those drivers particularly
prone to working long hours (perhaps those attached to Commissioners)
and to transfer all others to a time-sheet basis.

Organisation of missions

6. On 1 February 1980 the Commission introduced a system for inter-
departmental coordination of missions outside Europe. The ECA calls
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for a system to cover all missions. Whilst coordination within the
Commission as a whole, by DGs I and VIII as appropriate, is necessary

for the more costly missions outside the Community, such a system for
internal missions might prove too unwieldy to operate. A suitable level
of coordination for missions within the Community would appear to be the
Directorate-General. The Commission say that this has already been
introduced in a new system of decentralised control, so that wvisits on
successive days by officials with only slightly different responsibilities
should be able to be avoided.

The problem of automating mission expenses is closely related. The same
programme could be used for notification of proposed missions and for the
control of expenses, including both advance payments and final settlement.

Thus techniques of coordination (to eliminate unnecessary duplication of travel)

could be evolved at the same time as improving and simplifying the

financial control procedures. Although your dfaftsman notes that analysis
of mission management has revealed that it would be pointless to automate
all the stages of administrative work involved, the computerisation has been
long delayed and the Commission should ensure that progress is achieved .

in the next few months.

Foreign residence allowances

At paragraph 19 of his working document on the 1978 financial year, the
draftsman noted that the interpretation of the term "international
organisation” had given rise to a difference of opinion between the
Commission and the ECA. The opinion of Parliament's own legal service
has since been obtained and confirms the ECA view (originally shared by
the Commission's legal service) that the term covers only public and
not private international organisations. Your draftsman finds ample
authority for this conclusion.

Thus the Commission are incorrectly paying the foreign residence allowance .
(16% of basic salary plus household and dependent child allowances) to
staff members who had previously worked for more than 5 years in the same
place for a private international organisation. Since the Commission argue
that not more than five persons in their institution are affected, the
potential budgetary saving is not large. However, the Commission and the
other institutions concerned should apply the regulations correctly.

Bodies operating in the interests of the staff

The draftsman concurs fully with the view (expressed at paras 10.7 and
10.8 of the ECA report) that bodies operating in the interests of the staff
should have a legal, financial and accounting fraﬁewbﬂt, drawn up on an
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interinstitutional level, leading to general provisions for implementation
under Article 9(3) of the Staff Regulations. He urges that the necédssary
steps be taken without any further delay so that the ECA does not find it

necessary to raise this issue in future annual reports.

Issues affecting Ispra staff

9. The dividing up of the processing of the remuneration of staff at

the JRC between Ispra and the Commission in Brussels (referred to at para
10.10 of the ECA report) is unwieldy and undesirable. The Commission is

now arranging to centralise the administration of all JRC staff remuneration
at Ispra where sufficient computer capacity exists. This should be
accomplished as rapidly as possible - a measure which should result in some

staff savings as well as in more efficient financial controls.

10. The draftsman fully endorses the points made by the ECA at para 10.11
of the 1979 report. He urges the Commission:

{(a) to ensure that there are clear-cut procedures for the preparation,

payment and recording of salaries; and

(b) to bring in clear rules for internal control procedures, such
as the four methods of checking mentioned by the ECA.

Management of posts

11. The draftsman finds it almost incredible that the research establishments
do not keep registers adequately identifying the posts of their staff. There
is a clear need for a record showing the individual authorised posts with a
description of the nature of the work and of its level of difficulty

(para 10.12). This lack is a serious shortcoming which hampers efficient
staff management and the orderly running of the JRC and should be set

right without delay.

Bonuses and Allcwances

12. A series of special bonuses or allowances are permitted, under
Articles 92 to 101 of the Staff Regulations, to be given to officials who
occupy posts in the field of nuclear science calling for mientific or
technical qualifications', That classificétion was drafted when all the |
research conducted by the Joint Research Centre was in the field of nuclear
science. The JRC now undertakes a wide range of non-nuclear research
projects and this gives rise to the anomaly that the Staff Regulations
grant benefits to nuclear scientists but do not permit them to be paid to
their non-nuclear colleagues with similar gqualifications working at the
same establishment.
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The Commission should have conducted a full review of all these benefits
and proposed changes to the Staff Regulations but instead they have largely
ignored the Regulations. Payments have been made to scientists who are
working in the non-nuclear field and also to staff who do not possess
scientific or technical qualifications. 1In the last two years the number
of staff receiving such payments has been reduced and so there is evidence
that the administration has been tightened up. But substantial payments
are still being made which are not in accordance with the Staff
Regulations.

Examples from recent years include the following:

a) bonuses for inventions were paid to 97 staff between 1977 and 1979
(at a total cost of BFrs 400,000) but only about half occupied posts
in the field of nuclear science;

b) in 1978 only half the 89 staff who received bonuses for exceptional
service at Ispra were in the qualifying category (but stricter control
reduced the number of awards to 41 in 1979); and

c} only about 250 of the 550 staff receiving the 'arduous working
conditions' allowance in 1980 were in the stipulated category.

Another general problem is that the awards for exceptional service and
arduous working conditions have been made on an over-generous basis.

For instance, in 1978 and 1979, a membx of the service staff received

an 'exceptional service' bonus of BFrs 30,000 for snow-clearing whereas

a member of the research staff received only BFrs 2,500 for an invention.

A pyrotechnician was awarded a flat rate allowance of 6% hours per working
day for 'work with explosive materials' under the arduous working conditions
provision. However, explosions only take place, on average, once every

four weeks.

These various allowances for scientific and technical staff cost approximately
BFrs 18 million in 1978. It appears that a large proportion would not have been
paid if the Regulations had been applied correctly. It also appears that the
Council have failed to notice these problems, although they receive annual
reports on the number of amount of the bonuses awarded for exceptional

scrvice and they determine, on a proposal from the Commission, who shall

receive the arduous working conditions allowance.

The Commission should continue to tighten up the administration but this is
not enough. It is essential that they conduct an urgent review of these

b enefits, comparing the overall amounts paid to Community staff by way of
salary, allowances and lump sum payments with the amounts which they might
expect to receive in other employment of a similar nature. Then the
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Commission should propose appropriate amendments to the Staff Regulations.
In the meantime, payments to non-nuclear scientists should be regarded

as tolerable only where such payments have been specifically authorised
already and thén only for a very short period, while the review takes
place. Those to non-scientific staff should cease imme diately.

Staff Structure

13. For a number of years after its establishment, the JRC recruited
scientific staff on the same permanent contracts as administrative

staff. However, in recent years it has been recognised that it is

often better for scientists working in a highly specialised field to be
recruited only for the duration of a project or series of projects.

There are two unfortunate consequences of the earlier policy. The first
is that experts in a narrow field may have to be used for work outside
that field. The second is that the age structure is becoming increasingly
inappropriate for a research establishment.

The present average age of A grade staff at Ispra is 47 years and it is
estimated by the JRC that it will become 52 years in 1990, unless positive
steps are taken in the meantime. Normally there is a tendency for
scientists to carry out major new research in their earlier years and to
move towards administrative work or teaching in their later career. But

at Ispra, there are few vacancies in these fields and so there it is normal

for them to continue in a predominantly research role feor much longer.

It is important that the Commission should examine the probable future
staff needs of the research establishments, in the light of these
problems. It seems clear that some proposals to enable early retirement
will be needed. If possible, this examination should be linked to the
proposed review of bonuses and allowances, since the two subjects are

closely inter-related.

Persons Treated as Dependat Children

l4. It is disturbing to read that 'important rules are not always-
correctly applied' in the matter of allowances under Annex VII, Article
2(4), of the Staff Regulations. This is a very unusual concession
permitting the allowance for dependant children to be paid in respect of
an adult person, whom the official has a legal responsibility to maintain
and whose maintenance involves heavy expenditure. The exceptional

nature of the concession is emphasised by the requirement that there must

be a 'special reasoned decision of the appointing authority, based on
supporting documents. '
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The Court of Auditors report that over 800 such allowanées were being paid
by the Community institutions in 1979 at a cost of BFrs 40 million.
However, it is understood that a particularly high proportion relate to
staff of the JRC at Ispra. The ECA examined the documents relating to

50 cases at that establishment. Their report reveals that both the
administrative system and the way in which it is applied are defective.

It is understood that the Commission have made improvements, resulting in a
substantial reduction in the number of these 'exceptional' payments.
However, in all the calculations insufficient attention seems to have been
paid to the stipulation that the maintenance of the relative must involve -
‘heavy expenditure'. Thus, merely proving that some contribution is made
is insufficient to qualify for the allowance. The Article is clearly
intended to cover only exceptional cases, such as where the relative is
handicapped and unusual expenses have to be incurred.

Although the examples cited apply to the Commission, particularly at Ispra,
the problem of these allowances exists in all the institutions. Furthermore,
the ECA points out that both the Commission and the Parliament failed to
apply the weighting provisions to the allowance correctly. This is another
example of the need for all the institutions to coordinate their attitudes
to staff matters. It is basic to such coordination that the Staff
Regulations are applied correctly.

Transfer of emoluments

15. In June 1979 the Commission permitted their staff to have their net
remuneration that month calculated in the currency of their country of

origin or in Belgian francs. This concession enabled staff from countries
such as Ireland, Italy or the United Kingdom to avoid the lower weightings
applicable to their salaries. The Commission proposed to all the other
institutions that an enabling rule to cover this concession should be

adopted under the Staff Regulations. However, such agreement was never
reached and the Commission acted unilaterally and in breach of the Regulations.

The Financial Controller, following a request from all the staff at Ispra
to have their salaries calculated in Belgian francs and then transferred
in lira, refused authorisation. The Commission decided to over-rule the
Financial Controller, at a cost of about BFrs 40 million for JRC officials
alone. 1In the view of the Budgetary Control Committee this was a serious
error of judgment by the Commission.

The concession has never been repeated. So this particular issue is closed.

But it is of the utmost importance that nothing of a similar nature
happens in the future.
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Beamtenheimstattenwerk

16. The Staff Regulations permit an official to transfer part of his

salary to the Beamtenheimstattenwerk (civil service building society)

free of the weighting normally applicable, provided that it is in

respect of a reqular commitment. However, the Court -of -Auditors . had
found that no check was made in any of the Community institutions to verify
that such transfers related to mortgage payments .and not investment.

This is particularly important since up to 35% of any official's salary

can be so transferred free of weighting and, in the case of officials

based in certain countries, it means that the Community pays them up

to an extra 300 DM for every 700 DM paid by them to the BHW.

The Commission have given assurances that they will ask the BHW in future
for details of the nature of the payments. All other Community institutions
should do likewise. However, it leaves the problem of transfers previously
made for investment purposes. The draftsman shares the view of the ECA that
the Community's share should, in principle, be repaid. The Commission
should consider how this principle should be applied.

Installation Allowances

I'7.. The 1979 budget provided about BFrs 140 million for the payment of
installation allowances. These are intended to reimburse expenses
incurred in taking up an appointment or in being transferred from one
place to another. The ECA points out that the allowance is now paid if
the official qualifies for the expatriation allowance, irrespective of
whether he actually incurs the expense of changing his residence. For
instance, the person concerned may have moved to Brussels from another
country two or three years before being appointed to a post there

with the Commission. The ECA cites a series of similar examples where the
allowance is paid.

The Court of Auditors takes the view that no exception can be taken on

legal grounds but that the provisions in the Staff Regulations should

be amended to make the allowance conditional upon the expense actually

having been incurred. The draftsman of this opinion goes further and draws

the attention of all the institutions to Article 5(3) of Annex VII of the

Staff Regulations, which requires production of 'documents establishing

the fact that the official .... has settled at the place where he is employed'.
This is obviously intended to refer to the act of moving. Thus the

Regulations already enable the allowance to be restricted in the

manner suggested. )

This allowance should be the subject of discussion between the Community
institutions, and in the next revision of the Staff Regulations the
opportunity should be taken to amend Article 5 to achieve greater clarity.
In the meantime, the draftsman urges them to adopt the more restrictive
interpretation.
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- OPERATIONAL EXPENDITURE

Accommodation Policy

18. A report is being prepared on this subject, in the light of the ECA
special report and subsequent discussions. It will be presented separately
to Parliament.

Office Supplies and Equipment

19. This subject is dealt with in Part E of this working paper.
Insurance

20. The draftsman agrees that the whole question of the position of the
institutions with regard to insurance coverage should be considered in

depth.

Computer Centre

21. This subject falls within the terms of reference of Mr Edward
KELLETT-BOWMAN, who is responsible for satellites etc. and will be the
subject of a separate report.

Expenditure on Direct Elections

22. 1In preparation for the first direct elections to the European
parliament, the Commission and the Parliament mounted a special
information campaign. As part of this campaign, grants were made to
external bodies but certain of these bodies have failed to provide
satisfactory evidence concerning the use of the grants. It is
desirable that this matter should be satisfactorily concluded during
the next few months. The Commission, who are responsible for the correspond-
ence, are urged to take further measures to obtain the information required.

It is noted that the political groups in the European Parliament have

granted the ECA direct access to their records and accounts, following a ' =
request to them from the Chairman of the Committee on Budgetary Control.
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C. FOLLOW-UP TO THE COMMENTS IN THE CONTEXT OF THE 1978 DISCHARGE DECISION

23. Annex II to the discharge report in respect of the 1978 financial

year contained a series of 25 points for consideration in regard to the
staff, administration and operational outlay for the Commission's part

of the 1978 budget.

24. These points were reflected in paragraphs 17-30 of the comments
accompanying the 1978 discharge decision.l

25. The Commission's observations in response to these comments were
furnished in a text transmitted to Parliament in October 1980 which

was designed to enable the discharge authority to form an opinion on the
follow-up tothe comments. The reaction of the Committee on Budgetary
Control to this text is contained in a separate report.z

26. As regards the permanent structures for reviewing management methods
and staff deployment in the institutions, the Commission noted Parliament's
recommendations and expressed its willingness to cooperate with the

other institutions as suggested by Parliament. “

27. As regards the follow-up to the Spierenburg Report, the Commission
undertook to submit a report to Parliament and to consult Parliament on
the planned changes to the staff Regulations.

28. As regards air-taxis, the contract has been revised in line with
the wishes of Parliament and the Committee on Budgetary Control considered
aspects of the matter and reported to Parliament (the Key report).3

29. As regards the settlement of advances on staff mission expenses,

the Commission has reported that the system has been reorganised and that

the submission of supporting documents for mission expenses within

six weeks of the date of the mission is now enforced. Advances are settl% s
more quickly than previously and a more efficient system can be operated s
following departmental reorganisation. ‘

30. As regards the review of subsistence allowances for staff on

mission, the draftsman is not fully satisfied that everything possible hag
been done to ensure a simpler and speedier system of review and considers
that this aspect should be kept under continuing review.

31. As regards the coordination of missions, the Commission has adopted
new arrangements for officials travelling to non-member countries outside
Europe and very strict instructions have been given to all departments

as regards missions in general.4

1 o3 No L 180, 14 July 1980, page 13

2 poc 1-671/80 '

3 Dpoc 1-334/80 R
4 P 21 5

However, see paragraph 6 above .
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32. As regards the implementing rules for the financial regqulation,

the draftsman welcomes the fact that the Commission has decided to

go ahead with up-dating the implementing rules and notes that the
consultation of the other institutions is under way. The draftsman

notes the Commission's observations in regard to end-of-year accounting
problems and reiterates his belief that, when the Financial Regulation

is next amended, the opportunity should be taken to find practical
solutions to these problems which have arisen in the past. Furthérmore,
the Committee on Budgetary Control will be in a position to examine the
situation when considering the special report on proposals for across the
board improvements in the transparency, management and presentation of the
budget asked for at paragraph 10 of the discharge comments on 1978.

33. The draftsman notes what the Commission has to say regarding the
information offices of the Commission and Parliament. He considers that
the point made in the comments accompanying the 1978 discharge decision
(paragraph 27) that "where possible, the information offices of the
Commission and the Parliament should be housed in the same building so
that they can share common facilities, such as a library, publications
stores, conference room and telex equipment” has not been appreciated
by the Commission. What is envisaged is greater coordination of
Community information services. Such joint use of facilities would
result in economies and make it easier for members of the public to
obtain information concerning the EC and its institutions. The
draftsman considers that this issue should be looked at more closely by
the Committee on Budgetary Control.

34. The draftsman welcomes the fact that the conditions for granting
vallowances for adult dependants” have been tightened up; furthermore the
draftsman appreciates the fact that the Council has stated that it will

take part in such work as is done by the heads of administrative departments
and the Staff Regulations Committee on amendments making the implementing
provisions more restrictive, as Parliament wishes. However, further action
is necessary.1

35. As regards the allowances for arduous working conditions}gthe
draftsman welcomes particularly the comments of the Commission which
reveal that an internal directive of 28 November 1979 harmonigses and
tightens-up on the criteria for granting such allowances. He‘notes
that the effect of this revision has been to reduce substantially the
amounts paid out - for instance, in the case of Ispra, from 650,000
u.a. to 216,000 EUA in 1979, and urges further improvements‘.2

1 See para 14 above

2 See para 12 above
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D. WORKING GROUP ON SHOPS AND RESTAURANTS

36. Following the consideration of the various aspects of expenditure
and accounting procedure in the context of the preparation of the

1978 discharge decision, the Cogmmittee on Budgetary Control deemed it
appropriate to seek permission to establish a working group on certain
administrative expenditures. The intention was to relieve the Committee
of protracted discussions on various detailed and complex matters and
to enable a representative group to prepare useful debates in the
Committee.

37. At its meeting on 18 September 1980, the Bureau of Parliament
approved of this initiative of the Committee on Budgetary Control and the
group, consisting of Messrs. Price, Simonnet and Key, has now been

established. The working group is, at present, sthaying the public accounting

aspects of the shops and restaurants complexes of the EC institutions;
it will report to the Committee later this year when it has obtained the
document being prepared by the Court of Auditors in regard to this area
of expenditure.

E. SPECIAL REPORT OF THE ECA ON THE ACQUISITION OF - AND CONTROL OVER -

OFFICE SUPPLIES AND EQUIPMENT

38. The draftsman welcomes the useful procedure followed by the ECA
in the matter of the preparation of special reports on various aspects
of EC activity. This enables Parliamentary consideration to be given
to specific issues without making the annual report of the ECA too
unwieldy. '

39. The present section of the working document deals with the special
report of the ECA on the procurement and management of sto¥es jnd
equipment by the EC institutions.l Following, for ease of reference,
are the key findings of the report in question:

- it is to be expected that the institutions should work together,
rather than in isolation, in the matter of purchase and control .
of equipment;

- regard should be had primarily to the interests of the
Communities as a whole rather than to that of each institution;

- the purchasing functions of the institutions should be carried
out as efficiently as possible;

- joint implementing measures should include a clear definition of
the role of each Institution's central purchasing section and
of its responsibility for final choice of supplier;

0J No C 326, 15.12.1980
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- institutions should obtain their main regular needs from
centrally invited and placed contracts;

- standards of quality and cost should be defined in a clearer
and more harmonised manner;

- consideration should be given to the formation of one Central
Advisory Committee on Procurements and Contracts (with
appropriate amendment of the Financial Regulation);

- greater regard generally should be given to obtaining com= :
petitive prices;

- weaknesses in the present stock records (see paragraph
5.2) should be remedied, particularly regarding furniture;

- weaknesses in the present inventory records, established
according to Article 59 of the Financial Regulation, should
be remedied, particularly so as to assist stocktaking and
to evaluate asset holdings;

- in 113 cases out of 244, only one supplier had been consulted;

- two institutions had particularly inadequate consultation of
potential suppliers;

- prices of the suppliers chosen tend to be in excess of the
target standards;

- the type and form of document used for a formal contract
should be standardised;

- as regards stocks at the Office for Official Publications,
out of 64 active articles tested, more than 32 months'
supply was held of 17 items.

40. Having considered the report, the draftsman supports the general
tenor of the ECA's recommendations. It is important, however; to
maintain a due sense of proportion and an awareness of cost-effectiveness.
Perfect records of every item down to the last paper clip might
represent the final answer in control but savings would be vastly
outweighed by extra administrative expenditure. The Court of

Auditors do not go to such extremes but further consideration

is required as to whether they have struck the right balance in cost
effectiveness. The Committee on Budgetary Control intends to consider
the report in greater detail and will invite the Commission and the
other institutions to report on their views and the action taken by
them in response.
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F. SUMMARY AND CONCLUSIONS

4]1. As pointed out in last year's working document, expenditure on staff,
administration and allied matters is of the same size as that on the ERDF
or the ESF; therefore, it warrants careful control. The following

points summarise the conclusions of this working paper for incorporation
in the comments accompanying the discharge decisions relating to 1979:

The European Parliament,

42, (a)

(b}

(c)

(d)

{e)

(f)

(g)

(h)

will pronounce separately on:

- accommodation policy;

- acquisition of and control over office supplies;

- staff shops and restaurants; and

- the follow-up to the Spierenburg report'gnd personnel policy.

calls upon the Commission to restrict allowances to JRC staff
to those specified by the appropriate regulations and to
continue progress in tightening-up the administration of
these allowances.

urges the Commission to propose amendments to the Staff Regulations
relating to the JRC to deal with changes in its workload and

staff needs, particularly providing for early retirement and

a reduction in the number of additional allowances payable.

notes that the JRC at Ispra has taken action to improve its
staff records so as to facilitate the management of posts and to
centralise salary administration but urges the Commission to
monitor progress in these matters.

criticises the Commission's decision to over-rule its Financial
Controller when it decided (at a cost of BFrs 40 million) to
permit JRC staff in June of 1979 to receive their emoluments ,
for the month free of weighting by means of a transfer in a
different currency.

urges the Commission to proceed more swiftly with the partial
automation of procedures relating to the control of mission expenses
and to examine ways in which such a computer programme could be

used to improve coordination of missions.

noting the replies of the Commission and the Council to its call
for a swifter and simpler system of reviewing the level of

staff subsistence allowances, instructs its Committee on
Budgetary Control to monitor the way in which the procedure is
now functioning and to make recommendations if required.

requests the heads of administration of the institutions to

-
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re-examine the present criteria for installation allowances.. .r$;:”
and foreign residence allowances and to suggest - - - j W Bng e
amendments to the Staff Regulations which would avoid installation
allowances being paid to those who have incurred no such expense and
former employees of "private international organisations" being
treated more favourably than those recruited from commercial
organisations.

(i) calls upon the Commission to take the initiative in proposing, on an
inter-institutional basis, a legal, financial and accounting framework
for bodies operating in the interests of staff.

(j) notes with satisfaction that the Commission is taking action to prevent
permitted transfers of mortgage payments to the Beamtenheimstdttenwerk
(the BHW) being misused to transfer investments funds free of
salary weighting and insists that this action be made effective. )

(k) calls for an examination of the whole question of insurance
cover for the institutions and whether the Community should take the
risk upon itself where it is not legally obliged to insure.

(1) urges the Commission to take further measures to obtain information
required in order to complete the auditing of expenditure relating
to the direct elections information campaign but notes with
satisfaction that the political groups of the Parliament have
already suoplied documentation to the.Court of Auditems. - 2 0 ..

(m) regrets the lack of progress towards more of the Commission and
Parliament information offices in the member states being housed,
wherever possible, in the same building and so as to make use of shared
facilities, and thus to increase the effectiveness of the Community's
information effort as well as achieving savings.
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OPINION,

for the Committee on Budgetary Control

on

the discharge for 1979 in respect.of .expenditure

relating to development aid policy

’

Draftsman: Mrs K. FOCKE
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On 22 November 1980, the Committee on Development and Cooperation
appointed Mrs FCCKE draftsman.

At its meeting of 17 February 1981, the committee considered the draft

report and adopted it unanimously.

Present: Mr PONIATOWSKI, chairman; Mr COHEN, rapporteur in place of
Mrs Focke; Mr BARBI (deputizing for Mr Licker), Mrs CARETTONI ROMAGNOLI :
(deputizing for Mr pajetta), Mr ENRIGHT, Mr ESTGEN (deputizdng for
Mrs Rabbethge), Mr FOTILAS (daputizing for Mr Glinne), Mr LE22I,
Mr MERTENS (deputizing for Mr Vergeer), Mr MICHEL, Mr NARDUCCI,
Mr RINSCHE (deputizing for Mr Wawrzik), Mr SABLE, Mr SHERLOCK,
Mr TAYLOR (deputizing for Mr Peazce) and Mr VARDAKAS.
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ntr ction

Our committee has been asked to deliver an opinion on the implementation
of Title 9 of the 1979 budget (Cooperation with developing countries and non-
member states) and the management of the EDF in 1979.

The Committee on Budgetary Control, which is the committee responsible
for granting a discharge in respect of the budget, has to check whether the
budgetary and accounting operations involved in the impleméntation of the
1979 budget have been carried out correctly. The main task of the various
committees asked for an opinion, including our own, is to éheck whether the
policy guidelines on the basis of which the budget was adopted were observed
when the budget was implemented and, if necessary, to propose changes for the
future.

Our annual examination of the Court of Auditor's report and the
Commission's replies, conducted for the purpose of delivering an opinion on
the budget discharge, is always a delicate exercise, firstly because it
encompasses all the various aspects and problems of the Community's develop-
ment aid policy and secondly because it applies to transactions that have
taken place at least a year earlier, whereas, in the meantime, amendments or
changes
- have been made,
~ are being made or have been requested by the Buropean Parliament.

There is therefore a risk that the opinion will turn out to be a long
and painstaking exercise involving a restatement of all the views expressed
by our committee, the European Parliament and the other Community institutions
on development aid éolicy.

Your draftsman proposes to adopt the following procedure in order to
avoid the mistake of turning the opinion into an exhaustive study:

- consideration of the problems relating directly to Commission management
in the context of the rules in force when the budget was implemented,

- brief review of improvements introduced subsequently or in the preparatory
stage.
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As the management of food aid in 1979 was governed by the same criteria
and pules as in previous years, it inevitably came in for the same criticisms
by the Court of Auditors, which, incidentally, largely reflect the views
adopted by the European Parliament during its debates on this subject and set
out in the resolution on hunger in the world or the resolution adopted on
21 November 19801.

The Court of Auditors also recognizes that these shortcomings on the
management side are to some extent unavoidable and points out that:

'In general, the management of food aid showed no notable improvehent, not
least because the draft regulation to modify the policy and management of
this aid, submitted by the Commission in January 1979, is still before the -
Council'.

Consequently, our committee would repeat what it has already stated in its
previous opinions on granting a budget discharge, namely any appreciable
improvement in the management of food aid will, among other things, require
the Council to adopt the basic regulation presented by the Commission.

Progress with regard to the management of food is still possible even
without the basic regulation. To achieve this, the Commission will have to
propose to the Council a series of practical measures, relating for example, to:

- the implementation of the provisions of the Council Resolution of 25
November 1980 concerhing the multiannual planning of food aid and the creation
of emergency stocks in one or more recipient countries;

- the quality of products supplied as food aid, on the understanding, however,
that improved quality control will require an increase in the relevant
budget appropriations;

- problems connected with transport and transport costs;

- the inclusion of food aid in these projects and financial and technological
aid programmes.

However, all these measures will have only a limited effect unless there 1s
at the same time an increase in the number of Commission staff responsible for
managing food aid. Furthermore, there is an urgent need to review the entire
procedure for making available foodstuffs, in whith the national intervention
organizations have a key role to play and which gives rise to numerous problems,
especially at the delivery stage.

The second main criticism directed at the Commission relates to the
excessive volume of food aid appropriations carried over from one financial year
to another.

. . ! RPN

1Doc. 1-551/80 - report drawn up by Mrs Rabbethge
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The situation at 31 December 1979 was as follows:

Appropriations carried over from 1978 : 100.07 #BEA
Appropriations for 1979 N

(+ transfers between chapkers) L 295.04 mERN
Total appropriations

Total payments made at 31 December 1979 : 395.11 mEUA
Appropriations carried over to 1980 : 137.11 mERA:

The first point to note is that more appropriations were carried over
from 1979 to 1980 than from 1978 to 1979. The situation appears to be
deteriorating rather than improving. However, the Commission is more
optimistic. In its reply it states that '‘Although in the past there have
been real implementation problems, solutions are being found, so that in
1979 more than 180,000 tonnes of milk powder aid and more than 51,000 tonnes

8
of butteroil aid were implemented, i.e. more than one annual programme. {

- -

It follows, therefore, particularly if this rate of implementation
continues, that ever-decreasing amounts of appropriations will have to be
entered for the implementation of previous programmes and the difficultigs
referred to by the Court of Auditors will disappear.

The Commission's arguments appear sound where the quantities delivered
are concerned. Nevertheless, the very fact that one-third of the food aid
appropriations was carried over from the 1979 budget to the 1980 budget shows
that the present management procedure is unsatisfactory. The overlapping of
annual food aid programmes gives rise to budgetary confusion and, above all,
distorts the aim of the programme, which is to supply a certain quantity of
aid within a given period. The Commission's claim that the failure to deliver
part of the aid in 1979 will not give rise to budgetary problems provided the
programme is implemented before 31 December 1980, as the aid would then be
charged to appropriations automatically carried over, is totally unsatisfactory.
Even if this practice complies with budgetary rules, it is not consistent with
the objectives of food aid.

Similarly, in its 1978 report the Court of Auditors stressed that the
budget would present a truer picture only if differentiated appropriations

[
X}

were introduced. i

Our committee has always supported this proposal, either in the form of
the budget amendments it has tabled or in its opinions on budget discharge.

- gt
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However, it does not aébéar from fhe Commission's reply.;ﬁat it is now éoming
round to the view of the Court of Justice and the European Parliament.
According to the Commission, there is no need to introduce differentiated
appropriations for food aid as long as the food aid agreements or major \
projects like Flood II do not entail multiannual commitments. This would siiin
to suggest that the Commission is overlooking the recent resolution adopted by
the Council on 18 November 1980 on the basis of its own proposals (see

Mrs Rabbethge's report, Doc. 1-551/80). 1In this regolution the Council

agreed that, in addition to the annual allocations, the food aid programme
should also include further quantities covered by a multiannual commitment
towards the recipient countries. It would be interesting to hear the
Commission's views on differentiated appropriations once the Council's
resolution is put into effect.

It should also be borne in mind that, in addition to this resolution on
the use of Community food aid to achieve security of food supplies in the
developing countries, the Council adopted a text at its meeting of ;-

18 November 1980 on the action to be taken in the light of the European
Parliament's debate on the problem of hunger in the world.

S—
In its resolution on hunger in the worldl the Buropean Parliament set \\‘\

out its proposals for the amendment or improvement of the Community's food . \

aid system (paragraphs 31 to 42). In its statement of 18 November 1980 the' !

Council took account of a large proportion of Parliament's requests. !

However, there is still a long way to go before Parliament's views are

translated into action.

The Court of Auditor's report includes a whole series of comments and
statements on anomaljes in respect of the quality, transport, delivery and
cost of food aid. Your draftsman does not consider it necessary to go
through these points one by one, but would simply observe that the effectivg-
ness of food aid depends on its quality, speef of delivery and suitability.
Furthermore, she can only endorse the Court of Auditor's conclusions, in
particular the fact that the Commission does not appear to have anything !
like enough staff at present to manage Community food aid properly.

Finally, your draftsman would point out that the Committee on Developmant
and Cooperation will have an opportunity to consider food aid problems in more
detail when it studies the special report by the Court of Auditors on this
subject.

105 No. C 265 of 13 October 1980, p.42
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II. NON-A IATED DE ING C 1ES

The udget appropriations allocated for aid to the non-associated
developing countries totalled a mere 245 million EUA for the financial
years 1976 to 1979 inclusive.

The position at 31 December 1979 was as follows:

- committed 203, 1{mEUA

33.4mEUA.

-~ paid

In the financial year 1979 the amount entered in the budget was
110 million EUA, of which:

- 77.6 mEUA committed
- 0.2 mEUA paid.

The Commission's reply to the criticism that payment appropriations
are being underused appears justified. Community aid is concentrated
primarily on rural development projects in the poorest developing countries,
as requested by the European Parliament. One of the features of these
projects is that they are spread over a number of years, a fact which has
financial implications.

The Commission considers that the payments situation at 31 December 1979
was normal, as is shown by the following figures:

1976 programme: 85% of the appropriations had been utiliged
1977 programme: 26% of the appropriations had been utilized
1978 programme: 18% of the appropriations had been utilized
1979 programme: 0.2 mEUA had been utilized out of a total of 110&#MEUA.

The Court of Auditors also criticizes the excessive delays in adopting
the annual aid programmes. Unfortunately, it must be pointed out once again
that, in the absence of a basic regulation on financial and technical
cooperation with the non-associated developing countries, there is little
possibility of improvement. Another contributory factor stressed in the
Commission's reply is the lack of staff assigned to the complex work of
selecting and devising projects, finalizing financing agreements, etc.

The Court of Auditors makes no attempt to assess the projects financed
by the Community in the non-associated developing countries. This is clearly
due to the lack of on-the-spot checks on its part. It appeats; thak. wofk has hot’
gven started yet on’asseséIﬂE'Eﬁéﬁﬁ3535§§6ciated7developmng countrids’ prpjﬁq@gi
This is certainly attributable to the fact that there are very few projects and

those which do exist have not progressed very far.
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In these circumstances the Court of Auditors understandaﬁly prefers
not to judge or comment on the quality and effectiveness of these projects.

Despite this, or rather because of this, our committee must devote
greater attention to this Community policy, notably during consideration of
Mr Enright's draft report on aid to the non-associated developing countries.

e e e s e iy

The Court of Auditors makes no comments of particular interest to our
committee regarding the implementation of Articles 940 and 943.

However, it is worth mentioning that, following the new agregment
concluded with the United Nations Relief Works Agency for Palestinian
refugees (UNRWA) on 21 April 1980, the Court of Auditors' powers of
control are explicitly guaranteed.

As regards control over the implementation of Article 945 of the
budget (Community contribution towards schemes concerning developing
countries carried out by NGOs) the Court of Auditors points out that
five of the projects considered may be described as good or even excellent.
Hoever, the planning of one of the projects was faulty, while another was
badly implemented bacause of inadequate supervision.,

Finally, the Court of Auditors makes a series of remarks concerning
the improvement of the management of the activities carried out by the
NGOs. In its reply the Commission states its willingness to take account
of these comments in its current re-appraisal of the general conditions

governing the Community's financial contribution to the NGOs' projects.

On balance, however, the Court of Auditors is highly positive in
its assessment of the NGOs' activities. Cg
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Iv. GENCY AID TIC 95 F_T AND_ART 59
LOME CONVENTION)

Article 950 of the 1979 budget ('‘'Community aid to disaster Victims
in developing and non-member countries') included a non-differentiated
appropriation of 3 mEUA. After transfers had been made 42 mEUA were
actually committed, of which 37.5 mEUA had been paid by 31 December 1979.

Our committee has always felt that from the budgetary and political
points of view it was a bad thing to enter insufficient appropriations -
against Article 950 in this way. Even if it is impossible to make an
accurate estimate of appropriations to be entered against Article 950,
it is nonetheless ridiculous to enter a mere 3 mEUA. The main effect of
the budgetary ‘gymnastics’' to which such a policy gives rise during the
financial year is to increase the time taken to act and hence substantially
reduce the effectiveness of this form of aid (see paragraph 9.37 of the

Court of Auditors' report).

In 1979 payments in respect of emergency aid to the ACP countries
financed by the EDF totalled 30 mEUA.

The Court notes without comment that emergency aid (under Article 950
of the budget or Article 59 of the Lomé Convention) is being concentrated
increasingly on supplies and services, thus meeting the reguirement for
rapid action. Your draftsman approves this tendency on the Commission's
part to exclude infrastructure or, more generally, public works projects
from the scope of emergency aid.

The fact that the construction of two hospital centres was financed
with emergency aid from the EDF at the very least raises the problem of
ensuring that appropriations are used for the purpose for which they were
intended.

Projects of this kind fall more naturally within the scope of the
policy towards the non-associated developing countries or of activities
under the EDF.

Your draftsman feels that, in the context of emergency aid (Article 950
or EDF), the Commission should devote greater attention to the problems of
refugees and to the effects of their presence on the host countries. At a
later stage, once their needs and the action required to satisfy them have
been defined more clearly, the Community's policy towards refugees in the
developing countries should be made part of a programme for which a separate
budget line should be created.

7 LR fin. . “‘f",‘
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The Committee on Development and Cooperation has had very little
opportunity so far to consider the application of the EEC-Maghreb and
EEC-Mashreq cooperation agreements.

Furthermore, the implementing regulation for these financial
protocols is still being held up in the Council (problem of the
responsibilities of the management committees) and, as a result, v
decisions on financing are taken on an ad hoc basis by the Council.

The difficulties resulting from this procedure only partly
explain the almost total failure to use the appropriations allocated
for the implementation of these financial protocols.

At 31 December 1979 the total commitment appropriations for 1978
and 1979 were
- Maghreb - 123.90 mEUA
Mashreq - 97.90 mEUA.

At 31 December 1979 commitments totalled:
- Maghreb -~ 23.85 mEUA
Mashreq - 32.02 mEUA.

At 31 December 1979 payments totalled:
Maghreb - 3.16 mEUA
Mashreq - 10.02 mEUA.

The Commission must provide reasons or explanationms for this situation.
The Committee on Development and Cooperation should pay more attention to
this matter in the future.
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VI. DF _OPERATIONS

The Court of Auditors' remarks regarding the selection and implementation
of EDF projects largely tally with the criticisms and proposals contained in

the report presented to the ACP-EEC Consultative Assenbly by Mrs Focke
(Doc. ACP-EEC/19/80 - resolution, OF No. C 306 of 24 November 1980, P.
Your draftsman would therefore refer you to the document itself rather
go over the same ground again. The Consultative Assembly's concern is
expressed in the resolution adopted on 26 September 1980 (0J No. C 306
24 November 1980), notably in paragraph 523

‘Considers it essential therefore that the experience acquired £rom the

17) .
than

of

application of Lomé 1 should be fully exploited in the implementation of

Lomé II and in particular that:

development programmes for the ACP countries should be drawn up.

specifying the type of aid desirable,

- the self-development capacities of projects should be taken into

account,

- sufficient vocational training for each project should accompany
its implementation, and more generally that the cost thereof and
also the cost of the subsequent maintenance of projects should be

included in the financing plan,

- the maintenance and operation of the installations should be ensured.

Of all the positive remarks made by the Court of Auditors your
draftsman would single out for special attention those contained in
paragraphs 1-18 concerning the quality and importance of integrated
development operations. The Court concludes its analysis by stating
that 'In most of these projects the dynamic intervention of the
delegation in the country was felt most positively'.
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CONCLUSTONS

On the whole, the Court of Auditors' assessment of appropriations
allocated for the Community's development policy is more positive than

in previous years.

However, certain problems mainly due to the lack of implementing
regulations persist from year to year. Another source of difficulties
in relation to the management of appropriations is the fact that the
appropriations entered in the budget bear little rplation to the
objectives. Finally, the Commigsion should refine the criteria
governing the selection and implementation of projects whether within
the framework of the EDF or in the context of the aid policy towards
the non-associated developing countries. It will be up to Parliament,
on the basis of these criteria, to tighten its political control by
making it more systematic and thopough.

Tt should make it more thorough by adopting and implementing the
proposals set out in Mr Michel's draft report on an assessment of
Community development policies and the role of the European Parliament,
on which our committee will shortly ask Parliament to vote. It should
make it more systematic by constant monitoring of the Community development
policy. This means, in particular, that our committee must do more than
just deliver an annual opinion on the budget discharge: it must also
take new initiatives regarding control of the use of Community appropriations
within the framework of the development aid policy.
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Opinion of the Committee on Regional Policy and Regional Planning on the
Annual Report of the Court of auditors for 1979

Letter of 17 March 1981 from Mr De Pasquale, chairman of the Ccommittee on
Regional Policy and Regional Planning, to Mr Aigner, chairman of the

committee on Budgetary Control

Dear Mr Aigner,

please find below the opinion of the committee on Regional Policy

and Regiocnal Planning on the abovementioned Annual Report.

As is understandable, the opinion concentrates exclusively on the
court of Auditors' comments relating to Chapter 7 - the European Regional
Development Fund.

In this connection I would refer to my committee's report on the
Fifth Annual Report of the commission on the Regional Fund, which is
currently being discussed in committee (PE 69.940).and which also considers

the Court of Auditors' report.

The Committee on Regional Policy and Regional Planning would ask the
committee on Budgetary Control to include the following points in its

motion for a resolution:
The Committee on Regional Policy and Regional Planning

- is concerned at the constant decline in the annual payments from the
Regional Fund to Italy and requests the Commission to take steps to

speed up these payments;

- is alarmed at the refusal by the authorities of one Member State to
allow on-the-spot inspection visits in connection with the ERDF and
welcomes the Commission's decision to discontinue payments for projects

which cannot be inspected;

- agrees with the Court of Auditors' criticism of the lack of suitable
criteria on which to base an economically sound selection of the projects
to be supported by the Fund; in their present form the regional develop~
ment programmes submitted to the Commission by the Member States do not

provide an adequate pasis for economically expedient decisions on aid;

the regional development programmes in the Member States should accordingly

be improved;
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- notes with the Court of Auditors that, since basic statistical information
on the regions is not available or does not exist, the Commission is
unable to assess the effectiveness in social and economic terms of Regional
Fund assistance; effective control of the results achieved by the ERDF

can therefore be carried out only to a very limited extent;

- requests the Commission to prevail on the Member States immediately to
provide the regional statistical information which is still missing.

pPresent: Mr De Pasquale, chairman; Mr Blaney, Mrs Boot, Mr Cecovini,
Mr Costanzo, Mr Delmotte, Mrs Ewing, Mr Fanti, Mrs Fuillet, Mr Harris,
Mr Hime, Mr Hutton, Mrs Kellet-Bowman, Mrs Martin, Mr Peponis, Mr Pbttering,
Mr J.D. Taylor, Mr Verroken, Mr Zeccino, Mr von der Vring and Mr Zardinidis.
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COMMITTEE ON SOCIAL AFFAIRS AND EMPLOYMENT

OPINION

for the Committee on Budgetary Control

on expenditure relating to the social
sector in connection with the 1979
discharge

Draftsman: Mrs T. NIELSEN
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On 17 February 1981 the Committee on Social Affairs and Employment
appointed Mrs Tove Nielsen draftsman of an opiniom.

It considered and una;mimously adopted the draft opinion at its
meeting of 19 March 198l.

present: Mr Van der Gun, chairman; Mr Peters, vice-chairman;
Mrs T. Nielsen, draftsman; Mr Brok, Mr Calvez, Mrs Clwyd, Mr Frangos,
Mr Hen¢kens (deputizing for Mr McCartin), Mr Maher (deputizing for
Mr Pininfarina), Mr Salisch, Mr Spencer and Mr Verbaegen.
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Introduction

The Committee on Social Affairs and Employment has been asked to
carry out the political task, conferred on the European Parliament by
Article 206b of the EEC Treaty, of vetting the implementation by the
Commission of that part of the 1979 budget which relates to the 'social
sector' and in particular, therefore, to the European Social Fund. To
this end, the committee has drawn up an opinion for the Committee on
Budgetary Control, which is the committee responsible for submitting the
report granting a &ischarge in respect of the budget in Question,

The committee has based this opinion on the data contained in:

- the revenue and expenditure accounts (COM(80) 233),

- the 'Analysis of Financial Management’ (COM(80) 216), and

- the annual report of the Court of Auditors (oT No. C 342 of 31.12,1980)
concerning the financial year 1979.

It has also given particularly careful consideration to the Eighth
Report on the Activities of the European Social Fund for the Financial
Year 1979 (COM(80) 365 final/2 of 29 July 1980).

In deciding on its approach to the all-important examination of the
latter document, however, the committee was confronted with the problem
of its exact terms of reference.

This problem arose from the fact that the committee decided last year
to give its views on the Eighth Report, for which it unguestionably has
prime responsibility, in the report on 'Social priorities' shortly to be
considered in plemary sitting before being sumitted to the new Cormmission.

Consequently, to avoid conflicts of competence within the committee
and to avoid moreover producing two documents dealing with the same problems,
it was agreed that this opinion should be confined to a political assessment
of the management of the European Social Fund in 1979,

It will thus constitute the necessary basis for the formulation of
the general political guidelines and the practical proposals to which the

Fund's activities ought in future to conform, having regard to the report
of the Fund, the study of which is to begin shortly. These guidelines
will be discussed in the abovementioned report on 'Social priorities’.

Conclusions

In the light of the foregoing, the Committee on Social Affairs and
Employment asks the Committee on Budgetary Control, as the committee
responsible, to take account of the following observations on the management
of the Social Fund:
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Applauds the fact that in 1979 considerable progress was made towards
solving a problem that has always been a major cause for concern,

namely the delays in granting payment appropriations. Evidence for

this progress, which is largely attributable to the greater use -hne“tg
made of the system of 'advances', is provided by the following facts:

(a) of the payment appropriations available (829.52m EUA),
595.69 m EUA were actually paid, representing a rate of
utilization of 71.8% (as against 48.7% in 1978);

(b) the rate of utilization of just the new payment appropriations
entered in the 1979 budget was 56% (as against 44% in 1978);

{¢) 20% (157 m EBUA) of the payments made were for projects
initiated during the year (as against a mere 5% in 1978);

Feels, however, that it must once again express its deepest regret
that in 1979, notwithstanding the voluntary efforts of the Member
States to discourage the submission of applications unlikely to be
accorded priority, especially in the youth sector, the financial
endowment of the Fund proved once more to be totally inadequate to

meet requirements, as is revealed by the fact that:

- the number of applications for aid (about 1,317 m EUA) exceeded
by 59.8% the commitment appropriations available in the financial
year (823.75 m EUA),

- the total shortfall amounted to 217% in the case of aid for
migrants, 72% in the case of aid for the handicapped and 66.6%
in the case of aid for women;

Points out that this situation beécomes all the more serious when
it is considered that:

(a) appropriations receiving a priority classification (933 m EUA)
exceeded by about 100 m EUA the appropriations actually
available (823.75 m EWA),

(b) application of the weighted reduction system became necessary

in most intervention sectors,

(c) reductions amounted to some 300 m EUA, which represents
32% of all priority applications (as against 31% in 1978);

Stresses that the Council of Ministers must bear an even greater
burden of responsibility for the inadequacy of the Fund's resources,
since it has consistently reduced the appropriations propésed by
the Commission and approved by Parliament, even at a time when the
importance of vocational training and hence of Fund intervention
have been demonstrated by, inter alia, the persistent ‘'disparity’
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6.

between supply and demand on the labour market, one of the main
causes of which is unsuitable training and qualifications;

Further regrets that the 5 m EUA in commitments transferred from
Chapter 10 to Article 512 of the budget for measures to assist
industrial conversion were not utilized because of the lack of

an appropriate basic regulation, with the result that, precisely
when such conversion revealed the urgency of tackling the attendant
social consequences, the appropriations in guestion were simply
carried forward to the next financial year;

Notes with satisfaction, however, that there were a few positive

results, which may be summarized as follows:

{a) the number of beneficiaries under the programmes financed
increased from 1,006,350 in 1978 to 1,360,250 in 1979;

(b) except for about 50 m EUA in refunds notified tooc late to be
re-committed in the same year and therefore carried forward
to 1980, all the commitment appropriations available
(774.45 m EUA) were utilized;

{c) the system used to prevent wastage of funds, whereby the
Commission is notified of estimated surpluses by the Member
States before the end of the year following that in which the
relevant projects are completed, has given satisfactory results
and should be improved further;

Especially welcomes the increased ‘regional impact' of the Fund

which, in accordance with the wishes repeatedly expressed by
Parliament, stepped up its support for measures to remedy structural
deficiencies in the most disadvantaged regions, as is evidenced by
the fact that 660 m EUA or 85.1% of its resources (as against

79.4% in 1978) were allocated to regions qualifying for assistance;
in particular, the 5 absolute priority regions received more than
290 m EUA, equivalent to 37.8% of all the aid authorized;

Applauds the fact, especially at this time of steadily increasing
regional imbalances, that the 'regional impact' of the Fund is
tending to lead to a redistribution of Community resources to the

benefit of the less prosperous regions: for example, the average
amount of per capita aid for workers in the five absolute priority
regions mentioned above is 33,96 m EUA, as against an average of
7.16 m EUA for the Community as a whole;
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10.

11.

12.

Fully supports the Fund's role as an instrument for direct

intervention on the labour market, a role which in 1979 was

further strengthened, not merely because the new 'aid E' for

the promotian of employment1 was more extensively used than in
1978, but also because the two new types of aid for the promotion
of XQEEH_SQELQZEE&Ez were in that year granted for the first time:
the low rate of utilization of the payment appropriations earmarked
for such aid (only 5.4%) is, nevertheless, a matter for concern;

Acknowledges the efforts made by the Commission to disseminate
information about the Fund's aid facilities for the yocational
training of women and to encourage the submission of applications
for such aid; empresses the hope that it will intensify these
efforts with a view to ensuring that the applications received
are more evenly distributed between the Member States than was
the case in 1979, when 78% of all applications came from the
Federal Republic of Germany:

Regrets, however, that the proportion of women among the recipients

of aid from the Fund dropped to 31% from the 1978 level of about 37%,

a percentage which at least corresponds to the rate of female employment
in the Commmity (36.8% in 1979):

With particular reference to the various types of aid for the
promotion of employment and to the specific categeries of young
people and women, considers that, notwithstanding the obvious
difficulties involved, prompt action must be taken to tackle the
problem of the effectiveness, or practical impact, of intervention

by the Fund and, to enable Parliament to make a political assessment
of this matter, calls on the Commission to provide in its subsequent
reports, commencing with the 1980 report, data relating inter alia to:

- the number of people actually provided with employment as a result
of the special types of aid referred to above and, as far as poséible,
as a result of assisted periods of vocational training,
- the number of people thus taken on in the private sector and in
the public sector respectively,
- the number of people thus taken on on a temporary basis and on
a permanent bagis respectively,
- the various groups of beneficiaries: women, men, young people
and the handicapped;

1 See Article 3(e) of Regulation (EEC) No. 2396/71, as amended by
Regulation (EEC) No. 2893/77; OJ No. L 337 of 27.12.1977.

2

See Regulation (EEC) No. 3039/78; OJ No. L 361 of 23.12.1978.
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13.

14.

15.

With a view to achieving the desired administrative improvements,
calls attention to the imperative need for the Member States to
submit without further delay requests for the settlement of long-
standing commitments: the Commission has estimated that more than
300 m EUA in commitments have not been settled simply because the
necessary requests have not been received;

Points out that the inspection procedures are somewhat‘unsystematic
and accordingly stresses the need for adequate coordination, not
merely between the audits carried out by the Fund Administration
and those carried out by the Financial Controller, but also between
these audits and the audits carried out by the Court, especially
during 'on-the-spot visits';

commends the Court of Auditors for having done so much, especially
in view of the shortage of staff, to ensure that the auditing is
satisfactory, even going so far as to undertake on-the-spot visits;
expresses the hope that it will very soon be in a position to report
on the procedures and administrative arrangements applied by the
Member States and provide as much information as possible to enable

the Budgetary Authority to assess the effectiveness of the Fund's
activities. '
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At its meeting on 20 January 1981, the Committee on Energy and Research
nominated Mr NORMANTON draftsman of the opinion on the Court of Auditors'
report for the financial year 1979.

The Committee on Energy and Research discussed the draft opinion at its
meetings of 28 January, 18 February and 19 March 1981 and adopted it at the

latter meeting with 13 votes in favour and 3 votes against.

Present: Mrs Walz, chairman; Mr Gallagher and Mr Ippolito, vice-
chairmen; Mr Normanton, vice-chairman and draftsmany Mr Adam, Mr Croux,
Mr Fuchs, Mr Kellett-Bowman (deputizing for Mr Beazley), Mr Lalor (deputizing
for Mr Coust&), Mr Price, Mr Purvis, Mr Seligman, Mr Soussouroyiannis,
Mr Turcat

—
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INTRODUCTION

. The Committes on Energy and Research has asked to give its opinien
on the Report of the Court of Auditors for the financial year 1979, to
draw from that Report conclusions of a budgetary nature, consider the
implications of the Court's disclosures, and mékg recommendations for
the guidance of the Committee concerning future Community policy on
energy and research, both financial and political.

* The Court of Auditor's Report in effect confirms most of the fears
of the Draftsman, based on membership of the Committee on Energy and
Research for more than eight years, that the financial implementation of
the ‘Community Budget for Energy and Research is at best inadequate or at
worst ineffective. 1In ejther évent, this situation cannot be allowed
to continue without immediate and major changes being made. Failure
to deal appropriately with these matters can only have the mose serious
political éonsequences.

The Committee does not underes.. *e the difficulties of the
commission and indeed recognises it can claim genuine successes in many
areas; we take note of assurances which have been ~*—en that many
corrective measures have already been instituted, but {iilures to
rectify defects in executing the programmes demand the most critical
comments from the Committee.

1

e wa—— - e oo
e . e e

This having been said the Draftsman asks members to read the Court of
Auditors' Report on the energy and research sectors specifically, chapters
32 and 33, upon which the following conclugions are based - especially para-
graphs 8.1 to 8.9, 8.13 to 8.16, 8.19 to 8.23 and 8.27 to 8,37.

It makes sad reading for the Committee to learn of:

- under-utilisation of funds pudgeted,’
- inadequate control over use of funds,

- lack of appropriste management systems.



Based on the same readings, the Draftsman asks the Committee responsible
to include the following conclusions in the discharge of the Budget for 1979.

The European Parliament:

1. - convinced of the vital importance of Community policies for energy
and research as essential to the economic health of all Member States
and without which no single state can extract itself from the present
economic difficulties;

2. - re-emphasizes the Committee's constant demands for the Community to
have a comprehensive energy policy and deplores the inadequacy or
jrrelevance of the few policy decisions which the Council of Ministers

has reached;

3. - insisting that the Community constantly fails to provide adequate
financial resources to promote Community programmes appropriate to
the essential needs of Europe as a whole;

4. - deplores the constant failure of the Council of Ministers to match b
with policies and finance the strong declarations on energy from the

European Council;

5. - deeply anxious at the acute vulnerability of the Community to inter-
ruption of oil, gas and uranium supply, by accident or by intent;

6. - painfully aware of growing damage which is being inflicted on the
economy and monetary workings of the Community;

7. = re-emphasizes the importance placed by the Committee upon maintaining
the right balance between direct research and indirect research;

8. =~ reconfirming its wish to support, in principle, the maintenance of
an efficient Joint Research Centre, despite many difficultiés’ . and
criticisms in the past;

Nevertheless,

9 - expresses the strongest possible concern at the criticisms of the

commission and Institutions concerned with energy and research which
arise from the findings of the Court of Auditors in its 2nnual

¢

Report for the financial year 1979;

10. - holds the Council of Ministers and the Commission responsible for
errors of judgment when dealing with proposals for financing, for
which there were inadequate estimates and programmes, resulting in

eranmn o

delays in implementation and non-utilisation (i.e. cancellation)
of funds agreed by the European Parliament and Council of Ministers;
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11. - expresses deep sorrow at the failure of the Commission to correct
practices and procedures in dealing with contracts, accounting for
their financing, monitoring their progress, maintaining appropriate
financial control systems, despite repeated disclosures and warnings
by the Court of »uditors;

12. - recommends that immediate steps be taken by the Committee on Energy

and Research to establish a procedure whereby the Commission should be
called upon to report regularly on the progress with programmes for

which budgetary provision has been made. Should the Committee not be
satisfied, then the Committee on Budgetary Control should be asked
to carry out more detailed investigation;

13. - recommends the appointment of one member.of the Committee (or a
working group of 3) to assist the competent Committees throughout the
financial calendar year, with monitoring of financial progress in the
field of energy and research. One of these members may be considered
particularly fitted to become the Draftsman for the Committee's
Opinion on the budgetary proposals for the following budget year.

14. - request specifically that the Commission directorates responsible for
energy and research immediately with criticism raised by the Court
of Auditors. The Committee on Energy and Research of the European ° » =

s N

PR »

Parliament should appoint one of its Members to work with the Commission
and report regularly to the Committee on the pragress being made. The
Committee may well consider the experience of this member to be invaluable
in dealing with the discharge for the financial year in question. By

the middle of 1982 the position should have become sufficiently clear

for the European Parliament to take a view on budgetary consequences
for 1983;

15. - strongly supports the Committee on Budgetary Control in its investigatory
work and appreciates invitations extended by it for a member of the
Committee on Energy and Research to attend whenever its work is
connected with energy and resgarch funding and activities;

16.~ regards the current procedures for the preparation of Community enéfgy
and research budget by the European Parliament as being so rushed as to
be thoroughly unsatisfactory,and therefore calls for major changes to
be made. To concentrate consideration of the budget into 2 or 3 month,

and to ignore or desregard it during the rest of the year is a highly
inefficient procedure,:

- 148 - PE 71.959/fin.



17. - recommends that the Committee's programme'eENwori—ehoﬁlaminclude-pre-
vision for the Commission to bring before the Committee regularly, and
as they arise, their provisional proposals for inclusion in the budget

for the following year;

18. - insists that Community financing of energy and research programmes be
on a multiannual roll-over budgeted basis since most of such programmes
extend over several years. Short term programmes may, in any event,
best be handled and financed by Member States under guidance from the
Commission;

19. - the time lag between the COmmiss1on tabling its proposals to institute
a programme and the eventual approval of such programmes by the Council
of Ministers is unacceptable, causing frustration within the sector
concerned and in the European Parliament, and in any case is excessively
wasteful financially. Examples of this are textiles and ceramics,
where more interest appears to have been evinced in where and by whom
the money is to be spent than in what, how or why it is spent.

20. ~ calls on the Commission to consider ways.in which the time and
effort required in preparing applications by industry for Community
funding may be reduced, since this may well be inhibiting applications
or reducing the benefit of such fundlng when provided.

—— e it

2l. - feels concerned about the current procedure for establxshing legal

basis for energy and research programmes. The procedure laid down by
the Council of Ministers needs a radical review;

calls for an investigation by the Committee into the procedures whereby

applications for grants under the energy and research budgets are
evaluated and decisions taken.

22. -

23. -~ urges the Committee to keep a close scrutiny on the ratio of adminis—
trative costs to research costs both within the Commission itself and
the Joint Research Centre. There appears to be evidence to suggest

that the administration costs may possibly be disproportionately
high to the investments in research as such;

24. - draws Members' attention to the Court of Auditors’ Report on the 1979
accounts of the EURATOM Supply Agency as raising major questions,
The Committee is most concerned by the refusal of the Commission to allow

the Supply Agency to give the Court of Auditors direct access to bank
accounts,
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