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Distinguished members of the European Parliament,  

President Caldeira,  

Members of the European Court of Auditors,  

Ladies and gentlemen, 

Colleagues,  

 

I am proud and honored to be part of this seminar. I would like to 

thank Mr. Caldeira and Mr. Cardiff for inviting me. I will address the 

issues as an Auditor General of an EU Member State, and in relation to 

the role, responsibilities and mandate of Supreme Audit Institutions. 

 

We in Europe are still exposed to substantial economic and financial 

risks. We have learned the lesson that tax-payers’ money is at stake. 

To these risks we now also need to add new geopolitical challenges. At 

the same time the EU has engaged in a massive regulatory and 

institutional reform in order to address these challenges. It is against 

this background that I will focus on the issue of audit and 

accountability of central banks and supervisory bodies in the EU. 

Before doing so let me just paint the background. 

 

The core of European integration was truly challenged during the 

economic and financial crisis. The causes of the economic and 

financial crises have been fairly well described. In 2010 parts of the 

SAI Community joined together in an INTOSAI Task Force to 

describe the causes of the crisis and lessons learned. I would like to 
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very briefly recapitulate the findings in the report written by the 

group.
1
    

 

Generally speaking there was a combination of weaknesses in the 

financial markets and political failures that caused the crisis:  

 

Firstly, some causes of the crisis can be found in the macroeconomic 

policies of past years: low inflation and low interest rates, higher risk 

taking.  

 

Secondly, inherent weaknesses in the financial markets which allowed 

a large but underestimated build-up of risk. Financial innovations and 

system-wide risks were poorly understood.  

 

Thirdly, some causes of the crisis can be found in failures of regulation 

and supervision of the financial market. The supervisory and 

regulatory structures failed to keep pace with the evolution of the 

financial market. Financial interdependence had grown, but there was 

an absence of “firewalls” and the warning systems were poor when 

signs of instability appeared. 

 

The failures of economic policy implementation which amplified the 

economic stress in many countries also added to this picture. Some of 

these failures derived from the economic governance of the EU. The 

rules of the Stability and Growth Pact were poorly met and there were 

no real sanctions for non-compliance. Economic information also 

proved to be deficient, not least the national statistics reported. 

 

The EU economy was more severely affected by the crisis than was 

expected at the outset. Not least implicit and explicit guarantees 

created a burden on taxpayers. The sovereign debt crisis severely 

affected public finances in many Member States. Universally, the crisis 

challenged the confidence of both the market and citizens.  

 

Measures from the EU, regulations and institutions  

The situation called for action. Resolving the crisis required urgent and 

extraordinary measures at EU and Member State level. In the past few 

years significant measures have been taken, more or less 

unprecedented in the history of the EU. They were also, to a certain 

extent, “undoable” prior to the crisis. “The European Semester”, “The 

Six Pack” and “Two Pack” as well as the “Fiscal Compact” have all 

been established in order to promote sound public finances.  

                                                 
1
 INTOSAI, 2010, “The Causes of the Global Financial Crisis and their Implications 

for Supreme Audit Institutions”.  



 

 

 

 

 

 3 [ 11 ] 

 

Extensive measures have also been undertaken to redress the 

weaknesses in the financial markets that were brought to light during 

the crisis by creating a Banking Union.   

 

- Legislation has been put in place, such as the Capital 

Requirements Directive and the Banking Recovery and 

Resolution Directive. New Rules governing the operations of 

financial operators and markets have been agreed on. Extensive 

use of regulations directly applicable in Member States has 

centralised power and increased the level of harmonisation. 

 

-  A series of steps with a view to strengthening banking 

supervision have resulted in the establishment of the Single 

Supervisory Mechanism (SSM). This places the European 

Central Bank (ECB) as the new central prudential supervisor of 

financial institutions in the euro area. As of November 2014 the 

ECB will take over the supervision of the most important banks 

in the euro area. From that date the ECB can also decide to take 

over supervision of other banks in the euro area. Furthermore, 

the ECB has the authority to issue guidance on how supervision 

of banks should be conducted at Member State level. 

 

- The Single Resolution Mechanism has been set up. This 

includes a resolution authority and a common resolution fund. 

Furthermore, regulations have been enacted in order to reduce 

the implicit guarantee for banks by the introduction of bail-in 

clauses. The resolution authority will have the power to put 

banks into a resolution procedure. The Council is also involved 

in this process. This means that new and untested regulations 

and institutional arrangements with far-reaching implications 

for public funds have been put in place. 

 

This illustrates how deep the integration of the financial market has 

become. It is estimated that potentially 6000 banks will be embraced 

by this new comprehensive and complex supervisory system. We can 

now see a new and emerging system of financial and economic 

governance and institutional arrangements. At the same time, we are 

facing a “two-speed Europe”, the so-called flexible integration, leading 

to a complex governance structure. It should also be noted that the 

division of responsibilities between the ECB and the national 

supervisors is still not clear. Consequently, this will also have 

important effects at Member State level.   
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Audit and accountability of central banks and supervisory bodies  

When these new arrangements were presented by the European 

Commission there were practically no mechanisms for accountability 

at all. Arrangements for accountability were introduced by Member 

States in the course of negotiations. The new structures are complex 

and the governance structures raise the question of accountability. Are 

audit arrangements designed in an efficient way? Can the European 

Parliament and National Parliaments exercise their parliamentary 

control? How should co-ordination be dealt with when decisions on the 

same issues are taken at different levels? Is there a level playing field 

between ins and outs in the Banking Union?  

 

Experiences at Member State level 

There is experience in Member States of auditing financial supervision 

during the financial crisis. These audits have provided National 

Parliaments with important information. Let me give you one example 

from my country. 

 

In Sweden the Swedish National Audit Office audited financial 

stability work in the years prior to the financial crisis, more 

specifically between 2005 and2007. The institutional structure chosen 

imposes great demands on the coordination between the two 

responsible authorities, e.g. the central bank and the Swedish Financial 

Supervisory Authority, and also coordination with the Ministry of 

Finance. The audit was conducted in light of the Swedish banks’ rapid 

expansion in the Baltic region and the risk that it entailed. 

 

The audit found that the coordination between the central bank and the 

Swedish Financial Supervisory Authority had worked quite well, but 

there were some shortcomings: the most important was the lack of an 

expressly legislative support for the management of risks in the 

financial system as a whole, a macro-prudential policy. This has also 

been observed in many more countries. Furthermore, the authorities 

underestimated the risks that the fast expansion entailed. The stress 

tests used also built on quite modest assumptions.  

 

There were also interesting findings in the report regarding the 

supervision of banks with operations in several countries, where the 

Baltic authorities felt that they had few tools and could not control the 

development of their credit markets.  

 

At the Member State level audits were performed on the operations of 

the central government as well as the operations of central banks  and 

the financial supervisor. This has provided Parliament with insights as 

well as the possibility to hold those responsible to account.  
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Experiences at the EU-level 

The strong integration of financial markets and banks has led to a high 

degree of integration of banking supervision. To deal with this under 

European regulations, special arrangements such as supervisory 

colleges have been set up. Information exchange takes place in these 

colleges. The colleges do not take any decisions but are important in 

the decision making process. Furthermore, the European Banking 

Authority (EBA) has been granted some powers to take decisions as a 

means of mediation between different supervisors in the EU. There are 

indications that this has not functioned as effectively as needed.   

 

With the ECB taking on the tasks of banking supervision in November 

2014 the Bank will be a new partner at the table in the supervisory 

colleges and will influence decision making, not only at the EU level 

but also at national level, both for countries that participate in the 

Banking Union as well as for other EU Member States. 

  

A paradox now is that when the ECB assumes the duties of managing 

banking supervision it will not take over the full supervisory 

responsibility – only prudential supervision of the most important 

banks. Issues such as compliance with securities markets regulations, 

anti-money laundering, terrorism financing and consumer protection 

will still be dealt with at the national level. Since supervision of risks 

in banks needs a comprehensive picture of the operations of the bank, 

information sharing will be a huge challenge in the new supervisory 

structure. The complexity for government agencies is not only cross-

border but also cross-sector. This creates a complex system that needs 

oversight and auditing and a strong accountability structure.  

 

The mandate and governance of the ECB 

The legal basis of the SSM is the treaties, through TFEU 127.6
2
 that 

enabled banking supervision via the ECB. The Council Regulation 

establishing the supervisory task of the ECB, in the Single Supervisory 

Mechanism, aims to secure proper accountability structures
3
  

 

The transfer of tasks to the ECB increased the scope of activities for 

the Bank. The ECB and the ESCB form a system of independent 

central banks with the objective of price stability, as stated in the 

Treaty on the Functioning of the European Union – article 127.2. The 

intention of legitimacy through professional expertise and professional 

judgment is clearly defined in the TFEU in article 130, securing the 

independence of the ESCB – both at EU level and at Member State 

                                                 
2
 Treaty on the Functioning of the European Union, article 127.6 

3
 COUNCIL REGULATION (EU) No 1024/2013, art 20 
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level, safeguarding professionalism and professional judgment against 

political influence and political arbitrary power. There is a substantial 

literature on this topic, and there seems to be good evidence of a 

correlation between independent central banks and price stability. But 

the rationale for independence is aimed at the task and mandate to 

conduct monetary policy. 

 

Subsequently, the new tasks of the ECB, taking on tasks and legal 

obligations to conduct banking supervision, change the conditions for 

governance of the ECB. In my opinion, this requires independent 

auditing by SAIs. The new tasks of the ECB are of an administrative 

character. Legal certainty (e.g. rule of law), as well as an economic, 

effective and efficient process, are key requisites in relation to 

supervision of credit institutions. This follows a “rationale” other than 

monetary policy and the objective of price stability. Public auditing has 

the task of providing transparent insight into these requisites. Since it 

is the taxpayer’s money that is at stake, the risks and the management 

of supervision need to be addressed and audited appropriately.  

 

Principles for auditing and accountability 

When considering the EU-arrangements it is important to reflect on the 

standards and principles in the international community that have been 

formulated to provide guidance when addressing the remits of supreme 

auditing of public institutions such as central banks and supervisory 

bodies of the financial sector.  

 

There are several points of reference, standards and principles for 

Supreme Audit Institutions. I would like to refer to the UN resolution 

A/66/209 “Promoting the efficiency accountability, effectiveness and 

transparency of public administration by strengthening supreme audit 

institutions” adopted on the 22
nd

 of December 2011 stating that SAIs 

are indispensable for good governance in promoting the efficiency, 

accountability, effectiveness and transparency of public 

administration.
4
  

 

Furthermore, we have the founding principles and standards developed 

by the International Organization of Supreme Audit Institutions 

(INTOSAI), such as the Lima Declaration, and the Mexico Declaration 

on Independence of SAIs. In the Lima Declaration we can find the 

following: 

 

                                                 
4
 UN resolution A/66/209 “Promoting the efficiency accountability, effectiveness and 

transparency of public administration by strengthening supreme audit institutions” 
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“All public financial operations, regardless of whether and how they 

are reflected in the national budget, shall be subject to audit by 

Supreme Audit Institutions”. 

 

Given that the risks in the financial sector and its possible substantial 

negative influence on the consolidated fiscal position of governments, 

there are, once again, strong arguments for public auditing of the 

supervisory institutions of the financial sector.  

 

On the theme of transparency, the International Monetary Fund (IMF) 

addressed the issue of supreme auditing in relation to fiscal 

transparency, accountability and risk in a report published in August 

2012, where the IMF elaborates on fiscal risks against the background 

of the economic and financial crisis. The report states the following 

regarding the role of Supreme Audit Institutions:  

 

“Supreme audit institutions (SAIs) play a key role in identifying gaps 

in the quality and reliability of government accounts and financial 

information produced by governments. External audit by a SAI 

provides a key means by which the legislature, on behalf of the 

taxpayer, scrutinizes how government uses the money voted to it.”
5
 

 

Hence, one should be careful about arrangements that could have a 

negative effect on transparency. Remits of SAIs in relation to central 

banks and supervisory bodies of the financial sector should be handled 

with considerable attention, and there is no reason that SAIs should be 

kept out of the accountability loop regarding audit of the supervisory 

tasks of the financial sector, both on national and supra-national level. 

 

In the newly published landscape review, the ECA puts forward a 

model for accountability based on six elements: 

  

1) clear definition of roles and responsibilities; 

2) management assurance about the achievement  of policy objectives 

(financial and performance reporting); 

3) full democratic oversight, e.g. by parliament;  

4) existence of feedback loops to allow for corrective 

action/improvements; 

5) a strong mandate for independent external audit  to verify accounts, 

compliance and performance;  

6) implementation of audit recommendations and audit follow-up  

 

                                                 
5
 IMF Report, ”Fiscal Transparency, Accountability, and Risk”, 2012, p.33 
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I perceive these six elements as a comprehensive framework and as 

guidance for when addressing accountability of central banks and 

supervisory bodies of the financial sector. 

 

Preliminary assessment of accountability 

The ECB is accountable to the European Parliament and the Council 

for the implementation of the SSM.
6
 The Commission has the 

responsibility to review the application of the SSM regulation.
7
 

However, I believe it is of importance to apply an EU system 

perspective on accountability of central banks and supervisory bodies.  

 

In order to make a preliminary assessment of how well the present 

arrangements for the ECB live up to reasonable criteria for an effective 

accountability structure, the criteria set up by INTOSAI and the ECA 

can be used in order to make an assessment.  

 

The result of such an assessment can in brief be summarised as 

follows. There are a number of areas that need to be improved in the 

current accountability structure. In essence they can be seen as a 

number of gaps due to not fully worked through regulations and 

unclear definitions of roles and responsibilities. This is illustrated in 

Figure 1. 

 

Figure 1. Preliminary assessment of SSM accountability 

Criteria Status 

All public financial operations, 

regardless of whether and how 

they are reflected in the national 

budget, shall be subject to audit 

by Supreme Audit Institutions 

Not fully met, and there are gaps 

in SAI access to information 

Clear definition of roles and 

responsibilities  

Framework is not fully spelled 

out 

 

Lack of clarity 

Management assurance about 

the achievement  

of policy objectives (financial 

and performance  

reporting); 

Only if the ECA takes up its role 

in co-operation with SAIs in 

Member States 

Full democratic oversight (e.g 

by parliaments); 

Not fully met 

                                                 
6
 COUNCIL REGULATION (EU) No 1024/2013, art. 20 

7
 Ibid, art. 32 
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Existence of feedback loops to 

allow for corrective 

action/improvements; 

Unclear and not fully developed 

A strong mandate for 

independent external audit  

to verify accounts, compliance 

and performance; 

Unclear 

Implementation of audit 

recommendations and  

audit follow-up  

Not developed 

 

One especially important issue is the question of access to information. 

With the same logic as setting up supervisory colleges in order to 

ensure access to information and co-ordination among supervisors, 

there is a case for constructing a similar function among auditors. This 

is especially true for members of the Banking Union where the SAIs 

can no longer be sure that they can get the necessary information to 

audit activities in their own territory.  

 

Considerable uncertainties and risks in the new landscape 

From a national SAI perspective we have to carefully assess the risks 

for the government budget and the achievement of policy goals 

formulated by parliaments. The financial crisis and the debt crisis are 

not over yet. This month we will have the results from the ECB stress 

tests of the banks that they will start to supervise. 

 

In the risk analysis of the Swedish National Audit Office we have 

identified considerable risks associated with the current economic and 

financial situation in the EU, in combination with the complex new 

system of financial supervision and crisis resolution. The system has 

not been tested yet, and hence there are considerable uncertainties as 

regards how well this will work in practice. The system is still under 

construction and the funds to deal with resolution do not have 

sufficient resources yet. The system requires very well-functioning 

cooperation between different actors at the supra-national level as well 

as between Member States and the EU-level.  

 

To deal with this we not only need to carry out audits in our country. 

We have to try to reach out to other SAIs and the ECA in parallel 

efforts. Furthermore, we need to cooperate in discussing how to 

improve accountability structures in the EU.  

 

Concluding remarks 

Let me make some concluding remarks. 



 

 

 

 

 

 10 [ 11 ] 

More needs to be done to assure efficiency, accountability and 

transparency in the new landscape 

Accountability and supreme auditing are essential parts of governance 

and there are considerable challenges for EU and member state 

accountability as regards these new arrangements. In the report from 

the ECA important conclusions are drawn concerning how to improve 

accountability and public audit. These include more coordination and 

information sharing, but in some instances there is also room for 

reducing audit gaps. My conclusion is that more cooperation is needed 

in terms of parallel audits among SAIs and between the ECA and 

SAIs.  

 

Ensure a sufficient mandate for the ECA and for SAIs 

However, as we all face a new landscape of policies, it also means that 

supreme auditing would need to adapt to these new arrangements. In 

the Landscape Review the ECA observes that the current architecture 

for financial supervision is not based on a framework that is fully 

spelled out, and not fully covered by the ECA, or by national auditors, 

leaving no one responsible for auditing the system as a whole. 
8
  

 

A comprehensive mandate for supreme auditing of central banks and 

supervisory bodies is vital. The ECA has interpreted their mandate in 

relation to the SSM to be the same as for the other institutions 

accountable to the European Parliament and the Council – and based 

upon my analysis and the perspectives I present today, it is an 

interpretation that I fully support. Based on this interpretation, and 

given the fact that several SAIs today lack the mandate to audit central 

banks and supervisory bodies, we might not be facing an audit gap in 

the EU as a whole. It could even be an increase of auditing of the 

financial supervisory bodies. But one fact remains - the fragmented 

                                                 
8
 Gaps, overlaps and challenges: a landscape review of EU accountability and public 

audit arrangements, European Court of Auditors, 2014, 160, p.57  

“The accountability in the new architecture of financial regulation and supervision 

established in response to the crisis relies on a framework that is not fully spelled out. 

For example, some systems at EU level are at times only partially covered by the 

mandate of the ECA. 

- The three supervisory authorities (ESAs) are audited by the ECA. 

- The SSM is covered by specific provisions — described earlier — which 

require the ECB to be accountable to Council and the European Parliament 

and subject to audit for sound financial management by the ECA, but 

national supervisory authorities within the SSM are not dealt with by the 

ECA — there are no provisions in place for the assessment by auditors of 

the supervisory system as a whole. It is possible that a deeper level of 

cooperation with SAIs in the respective Member States might allow for 

some more comprehensive assessments, but no such arrangements currently 

exist.” 
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mandate of audit and accountability leaves us with an asymmetrical 

system that we would never accept in a member state governance 

structure. 

 

A cooperative approach from Member States, SAIs and the ECA could 

be a viable approach, but given the asymmetrical system with different 

mandates across EU Member States, cooperation will never give us the 

entire picture. In this regard, we are in the hands of the legislator – at 

EU level and at national level.  

 

Speaking truth to citizens 

Finally, the new landscape of governance leaves us with a complex 

picture, and the six criteria in the accountability model are not fully 

met. We, as SAIs, act in the interest of the citizens. The European 

“demos” has the right of insight into the governance structures in the 

EU. Whereas supreme audit institutions will retain their mission in 

relation to legislatures and government bodies, by “speaking truth to 

power”, they now also face the task of “speaking truth to citizens”.
9
 In 

order to do so SAIs need to have a clear mandate and a well-defined 

role in the governance structures of the European Union. 

  

 

 

 

 

                                                 
9
 Petersson, 2013 


